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Agenda

❑ Valuation vs. Pricing
❑ How value is extracted in a license
❑ Risk and Value
❑ Valuation Methodologies

❑ Cost
❑ Industry Standards – Comparables
❑ Rules of Thumb
❑ Equity

Valuation 
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Valuation 
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Valuation  Pricing
• Various techniques

• Different answers

• An opinion

• A negotiation 

• One outcome

• A commitment
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Valuation  Pricing
• With a valuation basis • You negotiate the bases
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Valuation 
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Valuation  Pricing
• With a valuation basis

• Without a valuation basis

• You negotiate the bases

• You negotiate from emotion
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When Is Technology Valued?

❑ Retrospectively
❑ By litigators
❑ Discovery to obtain all relevant information
❑ Value established at a point in time
❑ Adversarial -- outcome imposed judicially

❑ Prospectively
❑ By deal makers
❑ Asymmetry of information

❑ University understands technology
❑ Company knows the market

❑ Value extracted over time
❑ Must be win-win

Valuation 

7



Boston University Slideshow Title Goes Here

© 1993-2020  Ashley J. Stevens All Rights Reserved.  Do Not Copy or Modify  

What do we mean by a “Valuation”

❑ A written analysis of what we believe the value of a technology to 
be

❑ Prepared to:
❑ Give it to the other side
❑ Identify the sources of the data
❑ Discuss the data
❑ Modify based on discussions with the other side

❑ Data
❑ Valuation methodology used 

Valuation 
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What do we mean by a “License Valuation”

❑ Constructing the various financial elements of a proposed license
❑ Upfront payments 
❑ Ongoing pre-commercial payments

❑ Patent costs
❑ Milestone payments
❑ Annual Minimum Royalties
❑ Research support

❑ Sublicense income sharing
❑ Manufacturing
❑ Earned royalties or sales/profit sharing

❑ i.e., the Term Sheet

Valuation 
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Valuation 
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Risk
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Types of Risk

❑ R&D risk
❑ FDA risk

❑ Standards risk
❑ Manufacturability risk
❑ Marketing risk
❑ Competitive risk
❑ Legal risk

❑ Patent risk
Overall 
❑ I in 10,000 drug candidates makes it to FDA approval
❑ 1 in 3,000 raw ideas make it to market
❑ 1/3rd to 2/3rd of new product launches fail to recoup their investment

Valuation 
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Valuation 
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Value vs. Risk

Risk Value

Time
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A Fundamental Principle of License Valuation

❑ We probably shouldn’t even TRY to get paid upfront in full
❑ Our job is to EXTRACT the value over time

❑ Share in the growth in value
Example: Gatorade
❑ In 1963, Robert Cade of U. FL offered Stokely van Camp the rights* for 

$1 million
❑ Stokely van Camp declined

❑ Said the test market would cost $1 million, paying Cade $1 million would 
double their financial risk

❑ Offered to pay royalties
❑ To date, Stokely / Quaker / Pepsi have paid over $1 billion

* Rights consisted of patent applications, trade secret formula and trademark

Valuation 
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The Basic Ways to Approach Valuation
-- the Licensing Guy’s Perspective

❑ Cost
❑ Rules of Thumb
❑ Industry Standards – Comparables
❑ Ranking/Rating
❑ Discounted Cash Flow
❑ Monte Carlo
❑ Auction
❑ Common sense
❑ Equity

Valuation 
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Today
❑ Cost
❑ Rules of Thumb
❑ Industry Standards – Comparables
❑ Equity

Valuation 
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Look Back -- Cost
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Look Back -- Cost
❑ Cost to develop plus a return

❑ Is cost to develop relevant?

❑ Would you want to or be able to sell a used lottery ticket for what you 
paid for it?

❑ Wasn’t the technology developed with a

❑ Three areas where cost enters license negotiations:
❑ For academic institutions

❑ Sunk patent costs

❑ Relative ownership in a collaboration

GRANT?

Valuation 
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Source:  Richard Razgaitis 

Valuation 
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Value of Now

Value of Now

Avoided IP Cost

Avoided IP Cost
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Examples of Cost-Based Valuations

❑ U. of Minnesota and Penn State sponsored research models
❑ Sponsor can get a fully paid up license for an extra 10% of the 

research costs
❑ 10% of the fully loaded costs, including IDC

❑ Disease foundation funding model
❑ Demand royalties in return for their funding

❑ Royalties typically capped at 2x amount invested

Valuation 
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Look to your Hand – Rules of Thumb

-- the 25% Rule
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A Fundamental Principle of Technology Valuation

“The Licensor should receive 25% and the Licensee should 

receive 75% of the pre-tax profits from a licensed product”

The Goldscheider Principle

(aka the 25% Rule)

Valuation 
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The 25% Rule

❑ Based on empirical observations 
❑ 18 worldwide licenses by Swiss subsidiary of US TV company PhilCo 

starting in 1959
❑ Complete IP portfolio - patents, ongoing know-how, trademarks, 

copyrighted product materials
❑ 3 year term, so readily renegotiable if terms inappropriate
❑ Licensees made ~20% pre-tax profit, paid 5% royalty;  were either #1 

or #2 in their market despite strong competition
❑ Happily renewed the licenses

❑ Concluded that the licenses resulted in successful, long term win-win 
relationships

❑ Applied to fully-loaded pre-tax profits, not gross margin

Valuation 
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Application

❑ Expressed as a % of net sales in license
  Royalty rate = 25% x expected profit margin

❑ Starting point for negotiation
❑ Limited value in academic licensing negotiations because of early 

stage
❑ Very helpful when you’re licensing to a new industry

Valuation 
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Look Around – Industry Standards/Comparables



Boston University Slideshow Title Goes Here

© 1993-2020  Ashley J. Stevens All Rights Reserved.  Do Not Copy or Modify  

Comparable Transactions

❑ Probably the most important valuation method for academic 
licensing.

❑ Sources of Comparable Transactions
❑ Internal database
❑ Published surveys
❑ Public announcements
❑ Word of mouth
❑ Litigation
❑ Required disclosure

Valuation 
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Internal Database

❑ Licenses previously done by your organization
❑ Trends over time

Valuation 
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Published Surveys

❑ Relatively few in number
❑ Most are really old
❑ Three good recent  surveys:

❑ LES 
❑ BioPharmaceutical Royalty Rates and Deal Terms Survey (2008, 

2009, 2012, 2014, 2016)
❑ Chemicals, Energy, Environmental and Materials (CEEM) Survey 

(2010)
❑ High Tech Survey (2011, 2014)

Valuation 
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LES BioPharmaceutical Royalty Rates and 
Deal Terms Survey – 2016

❑ 165 responses, 117 complete and used
❑ Oncology, CNS and infectious diseases most prevalent
❑ 84% were exclusive
❑ 87% included U.S. and 80% were global
❑ 55% pre-IND

❑ Very useful for universities
❑ 68% had expected peak sales <$500 million
❑ Royalty structure

❑ 62% fixed royalties
❑ 27% tiered royalties
❑ 9% no royalty

❑ 1% profit share
❑ 8% no royalties 

Valuation 
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Valuation 
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AUTM

❑ TransACT
❑ Launched 2015

❑ Academic deals
❑ “Display to Pay”

❑ Contribute a number of deals depending on your research volume
❑ Has severe limitations

❑ The subject matter must be selected from a pick-list
❑ All healthcare is the same code

❑ E.g., a search for small molecule drugs yields ~80 hits
❑ 26 have royalty rates

❑ Can’t download all the data into a spreadsheet for analysis
❑ One by one

❑ May be most useful for non-healthcare

Valuation 
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Required Disclosure

❑ Contained in SEC filings
❑ Company must be public or have filed to go public
❑ Contained in exhibits to the S1 (IPO), 10K (Annual Report), 10Q 

(Quarterly Report) or 8K (Material Event)
❑ Only for “Material” transactions

❑ 10% of sales, or
❑ 5% of assets

❑ Can redact commercially sensitive information from public 
disclosure
❑ Redaction has increased since transition to electronic filing
❑ Redaction only good for 5 years

❑ Some databases good at going back and getting the unredacted 
data

Valuation 
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Steps

❑ Identify comparable transactions that would be helpful models
❑ Determine if the agreement has been filed with SEC
❑ Find it!

Valuation 
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Accessing SEC Filings Yourself

❑ SEC EDGAR system
❑ www.sec.gov/edgar/searchedgar/companysearch.html
❑ Getting a lot more user friendly
❑ Companies phased in progressively:

❑ Largest January 1994
❑ Smallest May 1996

❑ For pre-Edgar transactions, early10K will show when/whether it was 
filed

Valuation 
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Some Databases to Find Comparables 
Technology
RoyaltySource royaltysource.com/
Tech Agreements www.techagreements.com/
RoyaltyStat www.royaltystat.com/
Business Valuation Resources www.bvresources.com/

Life Sciences
Clarivate (former ReCap) www.cortellis.com/intelligence
BioScience Advisors www.biosciadvisors.com 
IQVIA (former PharmaDeals) www.pharmadeals.net/
Strategic Transactions (Windhover) www.elsevierbi.com/deals

❑ All charge – either per agreement ($35) or an annual subscription
❑ Some let you identify agreements before you have to pay

❑ Find them yourself through the SEC

Valuation 
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Search Strategies
❑ No Cost

❑ Search using TechAgreements (Physical Sciences) or Windhover 
(Life Sciences)

❑ Find agreements using SEC
❑ High Cost Life Sciences

❑ Search and get agreements using Clarivate or BioScience Advisors
❑ Alternative

❑ Use a consultant for a specific technology
❑ $2-3,000

Valuation 
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Example

❑ siRNA
❑ Tools:

❑ Clarivate
❑ EDGAR

Valuation 
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Clarivate’s Homepage

38

Valuation 
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Valuation 
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Valuation 
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Carrying Out the Search

Valuation 
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Results

❑ 36 fields, covering:
❑ Partners
❑ Technology
❑ Legal components of the deal
❑ Financial terms
❑ Actual documents
❑ Stage of development

Valuation 
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Results

❑ 548 deals
❑ 109 had some financial information
❑ 25 had royalty information

❑ 164 PSRI
❑ 122 academic
❑ 13 government agency
❑ 29 non-profit

❑ 41 had some financial information
❑ 6 had royalty information, 1% - 10%
❑ 6 had license agreement

❑ 4 unredacted
❑ 2 redacted

Valuation 
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Results
Principal 
Company

Partner 
Company

Therapy 
Area Indications

Drugs 
Status Date Total Value Upfr. Milest.

Royalty 
Rate (%)

Mayo Clinic Alnylam CNS Parkinsons Preclinical 10/01/03 3.97 3.75 1.00

Stanford Alnylam Unknown Unidentified Preclinical 09/17/03 0.77 0.73 2.00

U. of Penns. Acuity Ocular AMD Preclinical 03/31/03 1.00 0.95 2.00

U. of Illinois Acuity Ocular Ocular Discovery 08/01/06 2.50 0.03 2.45 3.00

UMass Med. 
Sch.

CytRx Var, Onc., 
NIDDM; 
Obesity

Discovery 04/15/03 6.50 0.08 6.3 10.00

UMass Med. 
Sch.

CytRx CNS ALS Discovery 04/15/03 34.13 0.01 1.57 10.00

Valuation 
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Old System

❑ A lot has been lost as the ReCap database has been repeatedly 
sold and reformatted
❑ The unredacted copy of the agreement is available

❑ Was in ReCap and Thomson Reuters versions
❑ Only redacted version of the Acuity-U. of IL deal is available in 

Clarivate
❑ Following is from the Thomson Reuters days

❑ I’m going to change my subscription to the new database created 
by Mark Edwards, BioScience Advisors
❑ Creator of ReCap

Valuation 
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Valuation 
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Valuation 
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Valuation 
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Valuation 
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Valuation 
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Valuation 
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Valuation 
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Company Valuation

❑ Most recent 10Q to get number of shares outstanding
❑ Share prices:

❑ www.nasdaq.com/

Valuation 
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Valuation 
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Valuing the Stock Using NASDAQ -- Finding the 
Company
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Valuation 
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Valuation 

62

The chart comes up 
showing a I year 
history.  Pick 10 
years and hit “Go”.
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Valuation 



Boston University Slideshow Title Goes Here

© 1993-2020  Ashley J. Stevens All Rights Reserved.  Do Not Copy or Modify  

$2.37 x 615,601,045  shares = $1,458,974,476 

Valuation 
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If U. of IL still owned 3%, worth $43,769,234 
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A Newer Way to Use SEC Filings

❑ Companies seem to be making much more detailed disclosures 
of  deal terms in their 10-K’s these days
❑ 10-K’s are much easier to find and search than attached agreements

❑ Example
❑ Asian university developing a cellular therapy
❑ Model:  CAR-T’s

❑ Leading U.S. companies
❑ Juno Therapeutics

❑ Five academic stage deal terms identified

Valuation 
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A Newer Way to Use SEC Filings

❑ Companies seem to be making much more detailed disclosures 
of  deal terms in their 10-K’s these days
❑ 10-K’s are much easier to find and search than attached agreements

❑ Example
❑ Asian university developing a cellular therapy
❑ Model:  CAR-T’s

❑ Leading U.S. companies
❑ Juno Therapeutics

❑ Five academic stage deal terms identified

Valuation 
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A Newer Way to Use SEC Filings

❑ Fred Hutchinson Cancer Center
❑ Upfront payment of $250,000; 
❑ An annual maintenance fee of $50,000 for the first four years 

thereafter minimum annual royalties of $100,000 per year;
❑ With respect to JCAR014 and JCAR017, milestone payments of 

$6.75 million per licensed product 
❑ Low single-digit royalties

❑ i.e., 3-4%
❑ A portion of the payments from sublicensees, on a tiered basis, up to 

a cap.

Valuation 
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A Newer Way to Use SEC Filings

❑ Memorial Sloan-Kettering Cancer Center
❑ Upfront payment of $6.9 million;
❑ Annual minimum royalties of $100,000 commencing of the fifth 

anniversary of the agreement;
❑ Mid-to-high single-digit royalties on annual net sales of licensed 

products or the performance of licensed services by us and our 
affiliates and sublicensees
❑ i.e., 5-9%;

❑ $6.75 million in clinical and regulatory milestone payments for each 
licensed product including JCAR015

Valuation 
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A Newer Way to Use SEC Filings

❑ Seattle Children’s Research Institute
❑ Upfront payment of $200,000;
❑ Annual license maintenance fees of $50,000 per year for the first five 

years and $200,000 per year thereafter;
❑ Low single-digit royalties based on annual net sales of licensed products 

and licensed services by us and our affiliates and sublicensees
❑ i.e., 2-4% 

❑ For JCAR014 and JCAR017, milestone payments totaling up to $13.3 
million and up to $3.0 million in commercial milestone payments;

❑ A percentage of sublicensee payments up to an aggregate of $15.0 
million

❑ Additive to Fred Hutchinson

Valuation 
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A Newer Way to Use SEC Filings

❑ St. Jude’s Children’s Research Hospital
❑ An upfront payment of $25.0 million;
❑ Low single-digit royalties

❑ i.e., 2-4%
❑ $100,000 minimum annual royalty for the first two years of the 

agreement, and a $500,000 minimum royalty thereafter 
❑ Milestone payments of up to an aggregate of $62.5 million for 

JCAR014 and JCAR017

❑ A percentage of sublicense income and settlement payments.
❑ Also additive to Fred Hutchinson

Valuation 
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Juno vs Kite

❑ Juno and Memorial Sloan-Kettering sued Kite over Yescarta® in 
October 2017
❑ 7,446,190

❑ Expires May 2023
❑ Kite bought by Gilead for $11.9 billion in August 2017
❑ Juno bought by Celgene for $9 billion in January 2018

❑ Celgene bought by BMS for $74 billion in January 2019
❑ Yescarta ® approved October 2017

❑ Relapsed / refractory large B-cell lymphoma
❑ 2019 sales $489 million
❑ 2022 forecast $1.47 billion

❑ BMS awarded $752 million in damages in December 2019

Valuation 
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Yescarta®

2017 2018 2019 2020 2021 2022 2023

Sales $20 $264 $489 $750 $1,100 $1,470 $819 

Valuation 
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Yescarta®

2017 2018 2019 2020 2021 2022 2023

Sales $20 $264 $489 $750 $1,100 $1,470 $819 

Valuation 
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Yescarta®

2017 2018 2019 2020 2021 2022 2023

Sales $20 $264 $489 $750 $1,100 $1,470 $819 

Royalties 7.0% $ 1 $ 18 $34 $53 $77 $103 $57 

Valuation 
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Yescarta®

2017 2018 2019 2020 2021 2022 2023

Sales $20 $264 $489 $750 $1,100 $1,470 $819 

Royalties 7.0% $ 1 $ 18 $34 $53 $77 $103 $57 

Discount rate
11% 1.23 1.11 1 0.90 0.81 0.73 0.66 

Valuation 
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Yescarta®

2017 2018 2019 2020 2021 2022 2023

Sales $20 $264 $489 $750 $1,100 $1,470 $819 

Royalties 7.0% $ 1 $ 18 $34 $53 $77 $103 $57 

Discount rate 11% 1.23 1.11 1 0.90 0.81 0.73 0.66 

Discounted royalties $1.72 $20.51 $34.23 $47.30 $62.49 $75.24 $37.74 

Total $279.24 

Valuation 
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Yescarta®

2017 2018 2019 2020 2021 2022 2023

Sales $20 $264 $489 $750 $1,100 $1,470 $819 

Royalties 18.9% $4 $50 $92 $141 $207 $277 $154 

Discount rate 11% 1.23 1.11 1 0.90 0.81 0.73 0.66 

Discounted royalties $4.65 $55.24 $92.18 $27.37 $168.30 $202.62 $101.64 

Total $752.00 

Valuation 
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Reconciliation

❑ Juno-MSK License 5-9%
❑ Litigation 18.9%

❑ Reasons:
1. In litigation, patent is presumed valid and infringed

❑ In licensing, uncertainty as to validity
2. In litigation, royalty is determined on the eve of infringement

❑ Later of patent issuance and product launch
❑ License is done at much earlier stage

❑ Royalty rates for marketed products much higher than for 

preclinical / Phase 1 products
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Equity
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Equity

❑ Extract value by licensing to a start-up
❑ In most countries, university gets an ownership stake

❑ Instead of an upfront fee
❑ Normal other royalty terms

❑ Milestones, annual minimums, running royalties, etc.
❑ Because of fairness / corruption concerns in some emerging 

countries, we are proposing a standard formula for the distribution 
of initial equity
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Equity – Dividing up the Pie

Valuation 
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Inventor – 25%
❑ Gets to spend 1 day per week 

University – 25%
❑ Part of license consideration
❑ Compensate for professor’s time
❑ Provide office for 1 year

Management Team – 25%

Investors – 25%
❑ For $50,000 investment
❑ Values company at $200,000
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Equity – Dividing up the Pie

Valuation 
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50% to the university50% to the private sector
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Basis

❑ U.K. model:
❑ Even split between professor and university:

❑ Columbia University model
❑ Standard equity model for every start-up

❑ For all sectors
❑ Royalty terms vary by sector

❑ Higher for software and pharmaceuticals
❑ Lower for engineering, manufacturing

❑ Depends on profitability
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Equity – How the Pie Changes

❑ As more investors are brought in, more shares issued
❑ Everyone gets diluted

❑ As more employees are brought in, more shares are issued
❑ Everyone gets diluted some more
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And if all else fails……………………………..

5%
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The first 5% royalty for an academic license

86
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The first 5% royalty for an academic license
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List Pricing

❑ As you get more familiar with tech transfer and do more deals, 
you’ll have a good feel for what they’re worth
❑ Won’t need to go through a specific valuation exercise for each one
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For More Information

❑ Intellectual Property Valuation Manual For Academic Institutions
❑ Ashley J. Stevens
❑ World Intellectual Property Organization (WIPO), Geneva, 

Switzerland, March 2016, 
❑ Available at:  

http://www.wipo.int/meetings/en/doc_details.jsp?doc_id=332588 
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Thank you for listening.

Questions?

astevens@bu.edu
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