
Quantifying IP 
Value – Practical 
Guide and Case 
Studies

Applications of IP Valuation

Disputes and compliance

• Disputes and damages
• Purchase Price Allocations
• Financial reporting
• Tax planning and

compliance
• Re-restructuring
• Fairness opinions
• Transfer pricing

Transactions

• Capital raise
• IP financing
• Divestments, exits, IPO
• Joint ventures
• M&A (buy & sell sides)
• Transaction and diligence
• Licensing negotiations
• Liquidation

Governance

• Monitoring returns on IP
Investments

• Strategic management
• Board and shareholder 

reporting
• Governance and board

decisions
• Business case assessment



Australian perspective

Tangible assets

Capitalised intangibles

Unreported Intangibles

Financial Services Tech & DigitalASX 200

Asset Split of Enterprise Value

Life SciencesFood & Beverage

International examples



Overview of Standards for Valuing Intangible Assets

International Valuation 
Standards (IVSC)

Royal Institution of 
Chartered Surveyors (RICS)

Organisation for Economic 
Cooperation and 
Development

Accounting Professional & 
Ethical Standards Board

International Organisation 
for Standardisation

International Financial 
Reporting Standards

Overview of Standards for Valuing Intangible Assets

International Valuation 
Standards (IVSC)

Royal Institution of 
Chartered Surveyors (RICS)

IVSS 2100 –– Intangiblee Assets RICSS Professionall Standards

"The valuation of an intangible asset requires the identification 
of the specific rights, privileges, or benefits accruing to the 
owner... The valuer must consider the purpose of the valuation, 
the basis of value, and the key assumptions."

Provides mandatory practices for valuation professionals, 
ensuring a clear, transparent, and defensible approach 
trusted in high-stakes transactions.

• The IVSC provides the authoritative global framework 
for valuing intangible assets, establishing principles 
that ensure consistency, transparency, and reliability 
across jurisdictions.  IVS 210 specifically addresses 
patents, trademarks, technology, and other IP assets, 
providing clear guidance on appropriate 
methodologies and acceptable practices.

• Clearr methodologyy requirementss ensuring appropriate 
approach selection and application.

• Comprehensivee reportingg standards that create transparency 
and allow third parties to understand and verify the analysis.

• Professionall conductt requirementss that ensure objectivity and 
manage conflicts of interest.

• Qualityy assurancee protocolss that create confidence in high-
stakes transactions.



Four recurring moments when valuation enters legal work

Asset definition: what exactly is the subject IP?



Identifying the subject IP with specificity

IP

R&D Program

Software/ 
Copyright

Trade 
Secrets

Patents

Patent type(s)

Product patents

Formulation patents

Method of treatment patents

Diagnostic method patents

Manufacturing process patents

Purpose, Premise and Basis of Valuation



Typical basis by valuation purpose

Components of IP Valuation

Purpose, scope and premise of value

Asset definition

Asset assessment

Valuation approach & method

Market assessment

Valuation research & analysis

Reporting



Anatomy of Valuation

Valuation approaches & methodologies

Cost Approach Market 
Approach

Valuation 
Approaches

Replacement 
cost

Replication 
cost

Comparable 
Asset Licence

Comparable 
Asset Sale

Relief from 
Royalty (RfR)

Profit split

Excess 
earnings

Income 
Approach



Valuation approaches & methodologies

Market 
Approach

Cost 
Approach

Income
Approach

Comparable
transactions

Benchmarking 
adjustments

Replacement
cost

Opportunity
cost

Obsolescence
Provision 

Forecast IP 
earnings

Forecast
costs Useful LifeRisk

Maintainable 
earnings Market multiple

DCF:

Capitalised 
earnings:

Model construction

Mapping & Grading Earnings & Risk Modelling

Market Benchmarking

Valuation



Valuation methods by IP asset type

Royalties in practice

F06 F07 F08 F09 F10 F11
$ $ $ $ $ $

Revenue 100 110 119 128 139 147
Growth Rate 5.0% 8.0% 8.0% 8.0% 6.0%

Notional royalty rate 3.5% 3.5% 3.5% 3.5%

Brand earnings stream 4.2 4.5 4.8 5.1
After tax brand royalty 2.9 3.1 3.4 3.6
Present value of brand royalty 2.7 2.7 2.6 2.6

Discount Factor 1.09 1.18 1.29 1.40

[Sales Revenuet * Royalty Rate * (1-Tax)]
(1+ Discount Rate)tƩ

t=1

T
[Sales Revenuet * Royalty Rate * (1-Tax)]

(1+ Discount Rate)tƩ
t=1

T
            $ 

Value generated in forecast period 10.5
Terminal value 42.2
Total Value 52.8

Step 1: Determine 
forecast revenue

Step 2: Establish 
Royalty Rate Range

Step 3: IP Evaluation 
& Specific Royalty

Step 4: Determine the 
Discount Rate

Step 5: IP Valuation 
Results



Royalties: why averages mislead

Excluded from database

Upper quartile 8.0%

Median 5.0%

Lower quartile 2.5%

Is it appropriate to 
exclude prime IP?
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Royalties: why averages mislead

Source: Les Nouvelles: Review of LES BioPharma Royalty Rate and Deal Terms Survey



Royalty rates example

Key valuation assumptions

•

•



Tech IP example

Example of low-quality patent

•

•

Example of better-quality patent

•

•
•

How IP quality changes the numbers



Asset assessment metrics

Brand IP example



Brand IP example

Asset assessment metrics



Tying it together example

IP Impact Example 1:
→ →

A high "Replication Complexity" 
score and clean Freedom to 
Operate (FTO) analysis mean:
• Lower probability of costly 

litigation.
• Lower risk of a competitor 

eroding market share.
This reduced risk directly 
lowers the "Company-Specific 
Risk Premium" (CSRP) used in 
building up the Cost of Equity 
and WACC.

• Patent/IP protection
• Difficulty to replicate
• Replacement effort

Valuation impact

4.0%
Standard CSRP

2.5%
IP-adjusted CSRP

15.0%
Base WACC

13.8%
Reduced risk

$200M
Base valuation

$225M
Adjusted valuation



IP Impact Example 2:
→ →

A high "Financial Performance" 
link score shows a direct 
connection between the 
patented technology and the 
company's ability to charge a 
premium.

This provides a defensible 
rationale for forecasting stable 
or only slightly declining 
gross/EBITDA margins, rather 
than assuming margin erosion 
due to competition.

Includes ability to sustain 
premium margins due to:
• Patent and product 

alignment –
matching functional 
and commercial 
benefits to protected 
features

• Any cost efficiencies 
provided by the 
patented technology

Valuation impact

$15M
Additional valuation adjustment

IP Impact Example 3:
→ →

When IP prevents new 
entrants, the company's 
addressable market is more 
secure.

This supports higher 
confidence in revenue growth 
forecasts and, critically, 
justifies a higher long-term 
Growth Rate in a DCF model, 
as the company's competitive 
advantage period is extended.

• Barriers to entry
• Capex requirements
• Forecast risk

Valuation impact

2.5%
Standard

3.0%
IP-defensible Rate

$23M
IP Value adjustment



IP Impact Example 4:
→ →

Revenue forecasts for new 
geographic markets are often 
heavily discounted by buyers 
due to perceived high risk.

Having granted patents in 
those jurisdictions (e.g., EU, 
China, USA) provides a "right to 
win" and a barrier against local 
copycats from day one.

This makes the international 
revenue streams in your model 
far more credible and less likely 
to be discounted by a buyer 
during diligence.

• Greater market 
penetration

• Additional revenue 
from licensing 
opportunities

• De-risked expansion
• IP protection provides 

“right to win” and 
barrier against local 
competitors

Valuation impact

$38M
Unlocking additional Year 5 

forecast revenue 

IP Impact Example 5:
→ →

Buyers pay a premium for 
strategic assets that offer a 
durable competitive 
advantage.

A formal IP Grading Report 
serves as the evidence file to 
argue why your company 
should trade at the top of the 
comparable company range, 
not the median.

This is the most direct way IP 
value translates to deal value 
in negotiations.

• IP quality
• Barriers to entry
• High commercial and 

technical impact
• Potential multiple 

uses and 
applications

• Potential licensing 
revenue stream

Valuation impact

Median

Upper 

Quartile

8.2x

9.8x



Tying it together

Valuation impact

Median

Upper 

Quartile

8.2x

9.8x

Base 

Multiple
7.1x

Case Study

Situation

• Fintech with buyout offer.
• Revenue history, but still in 

growth stage
• Deal adviser’s price 

estimate based on industry
multiplee off 10x.

• Founders’ concern:
undervaluation.

Outcome
Client sold company for 22x EBITDA

Outcome
• Conducted detailed IP asset 

mapping and drafted 
descriptions.

• Helped client identify functional 
benefits v. competitors, earnings 
uplift and assessed quality of 
protection.

• Crafted coherent narrative linking 
IP assets to economic drivers.

• Resulted in a detailed valuation 
report that supported a higher 
valuation. The buyer agreed to 222xx 
EBITDAA multiple.

Goodwill

$ 10.0 M
(34%)

Patents and 
technology

$ 5.5 M
(19%)

Relationships

$ 4.2 M
(14%)

Trademarks

$ 3.5 M
(12%)

Trade
Secrets

$ 2.5 M
(9%)

Data

$ 1.8 M
(6%)

Design

$ 1.7 M
(6%)



Case Study

Situation

• Mature listed apparel
company but considered to
have underperforming
brands.

• Take-over offer was 
marginally above market
cap of $125M.

• Board expected higher
intrinsic value.

Outcome

• Conducted detailed IP asset 
mapping and expert grading.

• Evaluated:
Demand Drivers
› Product differentiation
› Brand equity
› Price premium
› Availability

Efficiency Drivers
› Manufacturing efficiency
› Marketing efficiency
› Capital efficiency

Risk
› Market risk
› Company specific risk

Opinion on Asset & Equity Value

$188 million
Final 

Acquisition 
Price

Acquisition Price

+50%

Early Stage IP Approaches



Common Valuation Pitfalls

•
•
•
•
•
•

•

Questions to ask during valuation




