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What do patent documents look like?

Date of

publication __ [

Date of —
filing

Applicant | —

Abstract

EP 1 520 497 A2

Europiisches Patentamt
(19) -a)) European Patent Office
Office européen des brevets

(1) EP 1520497 A2

12 EUROPEAN PATENT APPLICATION

(43) Dale of publication;
06.04.2005 Bulletin 2005114

(21) Agplication number. 04256130.8

(22) Dale of filing: 04.10.2004

(51) intci”: A47G 19/22, CO2F 1/00

(84) Designaled Conlracting States:
AT BE BG CH CY CZ DE DK EE ES FI FR GB GR
HU IE IT LI LU MC NL PL PT RO SE SISK TR
Designated Extension States:
AL HR LT LV MK

(30) Priority: 03.10.2003 GB 0323237
27.02.2004 GB 0404293

(71) Applicant: STRIX LIMITED
Ronaldsway, Isle of Man IM3 2RG (GB)
Designaled Gontracting States

DEFRIT

(72) Inventor: Scott, Michael James

Application
number

— 1 Technical
class

Isle of Man IM8 5PH (GB)

(74) Representalve: Samuels, Adrian James
Frank B. Dehn & Co.,
179 Queen Victorla Street
London EC4V 4EL (GB)

Remarks:
A requestfor correction of the drawings has been
filed pursuant 1o Rule 88 EPG. A dacision on the
request will be taken during the proceedings before
the Examining Division (Guidelines for Examination
inthe EPO, AV, 3)

(54) Water Storage Apparatus

(57)  Awatertreatment and storage vessel has ares.
envoir 50 for untreated water and fitter means 51 in fluid

tion 2 s pravided for receiving and storing traated wter
which cemprises a Peltier-effect device 25 for removing

communication with the reservoir 50. o

heat! therein, theraby cooling the wa-
ter

P oy deune, T8001 PARIS (FF)

Inventor

Claims

1. Aportable water reatment and storage vessel com-
prising:

a reservoir for unreated waler;

filter means in fluid communication with said
reservoir; and

a main vessel portion for receiving and storing
treated water;

wherein said main vessel portion comprises
electro-thermal cooling means for removing heat
from the treated water therein, thereby cooling the
water.

Claim(s)

Intellectual Property Teaching Kit
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Drawing(s)
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How to obtain patent protection in Europe

The national route The regional route:
European Patent Convention
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European patent

Priority claim based on a previous _|

application B o
Within 12 months

Filling of application —+
Formal check

Search to be conducted within 18 months from the

priority or filing date, unless an acceleration request is
filed.

Publication of application =~ Within 6 months from the publication of

the search report
Examination of application — <—

. - Third-party observations
Substantive examination

Notification of intention to grant ——

Opposition within 9 months
Patent grant /

Usually within 3

months, depending on
Validation in national e country

patent offices

Voluntary request for
central limitation or
revocation

Appeal within 2 months prax_l »
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How is value created by IP

By exclusive

By selling

By providing for free
By collaborative use

As an insurance

U U0 0O D0 O

By the development of a standard (patent pool)
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How to value a patent

Why? Market exclusivity

How? Enforceable rights

What? How broad is the scope

Where? Prospective markets, competitors

When? Before product development

Value of a patent: How much succeeds on the above
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Quantitative Valuation

d Cost based Methods (Historical cost, Cost of reproduction, Replacement cost)
1 Market based Methods (Market transactions, comparison with similar transactions)

[ Income based, i.e. Time, Discounted Cashflow (DCF)

s Uncertainty, DCF taking cashflow risks into account
¢ Flexibility, DCF with Decision Tree Analysis (DTA)

K/

** Changing Risk methods based on Option Pricing Theory
O Other methods: Relief from royalty

O Damages
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Cost based for IT/IS

Software Cost Estimation
Techniques

I
Algorithmic Methods

COCOMO
Function Point Analysis
Putnam’s model/SLIM

Non-Algorithmic
Methods

Expert Judgement
Top-Down Estimation
Bottom-up Estimation
Price to win

Analogy

I

Learning-Oriented
Methods

Artificial Neural Networks
Genetic Algorithm

Fuzzy Logic

Bayesian Network,
Support Vector Regression
Regression tree
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Income based

1. Identifying IP Earnings
: i . 9 . 2. Earnings Growth
+ Relief from royalty, profit split etc. _
« Deduction of associated costs. ) EGO{'IOI’T]IG and market trends.
« Useful economic life. * Business and IP performance.

Rest of
Business
Value

d Rd B2 Rl Rd B
1 2 3 4 5 e

Future cash flow/ brand earnings

4. Business & IP Value 3. Discount Rate
+ Future cash flow/ IP earnings * Takes account of the risk
discounted to present value. associated with future earnings.

Source: Brand Finance plc
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Market based

Rule of thumb: a licensee should pay a royalty rate equivalent to about 25

per cent of the expected profits for the product that incorporates the subject
IP.

Compare with a similar invention / patent sold in the market

 even if sales prices for comparable IP are available, adjustments are
required for differences in the utility of the asset and for factors such as the
relative market conditions at the time of the sale and the remaining
economic life.
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Relief from royalty rate

Relief from royalty rate
Royalty rates are an earnings splitting approach
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Source: Analysis Group, as quoted by Parr, R. in ‘Royalty Rates for Licensing IP*
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Relief from royalty rate

The idea is what the owner would save if he should license
the patent

Methodology
Determine the royalty rate
Determine valuation base
Subtract taxes
Calculate Present value of royalty savings
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Relief from royalty rate

Example

Royalty 4%, Discount rate 10%, tax 30%

| fvear1 2 (3 |4 |
Sales 250 250 250 250

Royalty rate 4%

Earnings 10 10 10 10

from

royalties

Tax 30% 3 3 3 3

After tax 7 7 7 7
10% disc. 0,95 0,87 0,79 0,72
rate

DCF 6.7 6.1 5.5 5.0
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Uncertainty

e Potential Value 1000

Development phase (Success 60%)

Patent approval (Success 70%)

Launch of product (success 90%)

Market scenario (positive 25%, normal 50%, negative 25%)
Competition (Positive, normal, negative X3)

Calculation of expected value
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Qualitative Characteristics

* Legal Status, Legal certainty

* Freedom to operate

* Geographical coverage

* Litigation History

* Scope of Protection, Number and type of claims
* Organisation behind

* Sector

* |Inventors

 Citations (citing and cited)

* Years of annual renewals, remaining patent life

* Value of similar/alternative patents
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Economic and strategic rating | Market and technology rating | Legal rating

Economic value Sector Legal status

Capability against invalidation Competitive advantage Claims coverage

litigation

Capability against oppositions FTO Patent lifecycle
Valuation and evaluation J

Patent Value

Purple: the job of Patent Attorney
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The role of Patent Attorney

Advisors to companies and inventors on how to use the IP System

O Technical (understand and translate the idea to a patent application)

O Legal (prosecute patent applications, setup right legal framework)

O Strategic (foresee the future, identify key areas with commercial interest)
O Commercial (make business plans, arrange for value creation)

O Valuation and evaluation (Find the right amounts)
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Patent Attorney approach

* Analysis of claims.

* Analysis of specification.

* File History and relevant families
* Prosecution history

Consistency, clarity, conflicting applications, SR, possibility

for work around patents, inventive step, patentability in

different juristictions, non obviousness, technical difficulty,

plausibility _
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In practice

* Estimate an income for the patent’s life.

e Adjust for non patent factors.

e Adjust for patent inherent strength and weaknesses.
* Adjust for todays value of future cash flows
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Methodology example

Estimate Income

 |dentify claims that lead to products
* Obtain commercial value of products during 20 years and net income.
* |dentify aspects of the products not covered by the patent and deduct.

 |dentify other costs related to products d deduct

Adjust for other factors
* Adjust for royalty rates for other territories
* Adjust for co-ownership.

* Subtract patent fees and costs.
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Methodology example

Adjust for patent validity

* Are there ground for invalidity (opposition or national courts)? Possibility of success
* Are there strong competitors who will challenge patent?

e Are there grounds for defence?

* What resources are required for litigation?

Adjust for enforceable rights

* Can the claims be enforced?

* Caninfringement be detected?

* Market experience for litigation in the field?

e Can we wait?
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Methodology example

Adjust for Time value of money
 Discount cash flows
* Using WACC for the company

praxi»

help-forward networl



Methodology example

Year

Turnover

Selling price / item
Production cost/item
Gross Margin unit (%)
Net sales

Adj. for non patent factors 33%
Legal Risk 22%
Expected royalty

Discount factor WACC 8%
Discounted Royalty
Value

200
100

33%
78%

100000

50%
50000

16500
12870
12870

100%
12870
69369

200000

50%
100000

33000
25740
25740

92%
23681

300000

50%
150000

49500
38610
38610

85%
32819

Adjusted from Barrett et al, FICPI Journal Issue 1, Nov. 2020
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THANK YOU
FOR YOUR ATTENTION

Dr Konstantinos Vavekis

Director, PRAXI Network / European Patent Attorney

e 0030 2810 391 980

www.praxinetwork.gr

@ vavekis@praxinetwork.gr
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