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Abstract

Commercializing innovations remains essential to meeting societal goals.
The licensing of university discoveries offers important benefits; in 2014,
academic research in the US led to $28 billion in product sales and 965
new products from licensed university work (AUTM). Each of the top 15
institutions collected at least $100 million; some over $400 million.
Valuation strategies used in the licensing process have important
implications for universities and their prospective licensing partners. A
school’s financial and IP-related objectives color the innovation portfolio,
as well as the willingness of external enterprises to license innovations.
Medical schools offer particular opportunities to improve the world’s
standard of living, and this study focuses on methods used to establish a
priori value for their university-sponsored research. Technology licensing
offices in US institutions were interviewed. Overall, about one-third of the
respondents’ technology is licensed; respondents represent about 40% of
all licensing revenue reported by AUTM. Generally, about one-half of the
medical institutions estimate the value of their IP prior to licensing,
primarily via comparison with comparable technologies. About 50%
consider non-financial metrics in the process: noting both the value to
society and the nature of the technology, per se. Implications and lessons
learned are discussed.
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A Systems View of Licensing
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Heuristic as Pundit
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L, ABC in Pharma Drug Discovery
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Product as Oracle: Income Approach

XYZ Pharma: DCF Peak Sales Model
Patients

Market Share

Treated Patients

Drug Price

Annual Drug Price

Revenue

Disc. By 70%

Disc. By 40%

Disc. By 8.17%

Year 1
45000
0.25
11250
5$10,000
$120,000

§1,350,000,000

$405,000,000
$243,000,000
$224,646,300

Year2

45000

0.35

15750

510,000

§120,000 $120,000
$1,890,000,000 52,700,000,000
$567,000,000  $810,000,000
$340,200,000  5486,000,000
$200,750,620  5383,086,345

Year 4
45000
0.5
22500
$10,000
$120,000

$2,700,000,000
$810,000,000
5486,000,000
5354,984,140

510,000
5120,000
$2,700,000,000
$810,000,000
5486,000,000
5328172451

[ Total Adj. Value

$224,646,390

| sa007s0520 | s3s3ee34s | sasanssiao | s3zmimaasy |

XYZ Pharma: DCF Peak Sales Model
Patients

Market Share

Treated Patients

Drug Price

Annual Drug Price

Revenue

Disc. By T0%

Disc. By 40%

Disc. By 8.17%

Year &
45000
0.5
22500
510,000
$120,000

52,700,000,000

$810,000,000
$486,000,000
$303,385,829

Year &
45000
05
22500
510,000 $10,000
$120,000 $120,000
§2,700,000,000  52,700,000,000
$810,000,000  $810,000,000
$486,000,000  $486,000,000
$280,471,322 550,287,531

Year 7
45000
05
22500

Year 9
45000
0.5
22500
$10,000
$120,000

$2,700,000,000
5810,000,000
$486,000,000
5239,703,735

Year 10
45000
0.5
22500
$10,000
$120,000
52,700,000,000
$810,000,000
$486,000,000
$221,599,090

fTotal Adj. Value

| s303385,820

| s2soa71az2 | s2sozsrsai | $23070373s | $221590000 |

Surveying Medical Schools...
Intent: Balance Thought & Actj

-1 You may have read that
I went to M.I.T. In 1982
I filled out a Who's Who
survey with joking
responses, and they
never bothered to
check the facts.

Chevy Chase
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Licensing Profile

Total Revenue ~ IP Portfolio
$ 3 Billion, per year Licensed
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g ® Determining Technology Value,
Prior to Licensing

Metric
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_1In the long run, we
shape our lives, and we
shape ourselves. The
process never ends until
we die. And the choices
we make are ultimately
our own responsibility.
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: Results Similar to “Practices of
: European R&D Institutions™?
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Unintended Consequences
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‘ + Mitigate risks for Negotiation + R&D focus on skill, not valuation lower without
diffusion of » Demand for “low-hanging fruit” « Search for “best validation of value
. innovation increased “face * Monitoring of practices” in (delays before
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Lessons, Lessons...

JUS & European Approaches More
Similar, than Different

1 Technology Valuation Important Task
before Licensing Negotiations ???
A Financial Valuation Performed, Sometimes
(OCombination of Approaches Used

¢ Except, Cost Valuation, at least from
ABC perspective, is non-issue in
University Environments
A Some Med Schools Allow Prospective
Licensees to Value Technology
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Lessons, Lessons...

_l Few TTOs noted Proprietary Methodology
(about 10%)

1 Another Few noted Metrics that Extended
Technology Valuation into a Broader
Context
A Economic Impact
A Technology Assessment
A Cost Benefit

£ ® Ll Avoiding Valuation can have Unintended
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