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Intellectual

property is
where the
action has been
in 2011.
That presents
opportunities

and challenges.

Anthony Noto
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ﬁgeFactor

~ For dtees of case studies, Eastman Kodak will

'l ever stand among the most dramatic examples of a

- com a ny that absolutely dominated a business, only

~ to be undone by forces it could, and perhaps should,
“have recognized. As anxiety over its financial stability

intensified this summer, Kodak’s recent announce-

ment that it would shop a portfolio of 1,100 digital

imaging patents, set the stage for one more case study.
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The topic this time: the increased value companies
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IP

Companies
like Google are
worth so much
[because] their

products and
services are
protected by
really strong
intellectual
property rights.
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attach to intellectual property rights.

It’s hardly news that valuations are tightly tied to
the intellectual property rights that companies hold.
Or that in industries such as pharmaceuticals, a core
part of corporate strategy is to expanded product
pipelines via the acquisition of up-and-coming drug-
development companies.

But several factors in recent years have raised the
profile of IP rights in executives’ and investors’ minds
and broadened the array of businesses taking a more
aggressive M&A stance with respect to such assets. For
one thing, the roster of companies today perceived as
the most successful, and that sport the richest valua-
tions, are those synonymous with IP, like Google Inc.
and Apple Inc. At the same time, litigation around
patents and other IP has exploded, a phenomenon
that has forced companies to assess and burtress their
own patent rights.

“Companies that affectively protect those assets
while accurately identifying related risk and liabilities
have a competitive advantage in the marketplace,”
says Daniel Glazer, a part-

was retaining Lazard LLC to evaluate strategic op-
portunities for its IP portfolio, wireless tech firm In-
terDigital, based in King of Prussia, Pa. tapped Ever-
core Partners and Barclays Capital to explore a sale
of 8,800 issued patents and roughly 10,000 patents
applications in process. “Over the past year, we have
seen the value of intellectual property rise substantial-
ly as major players in the mobile industry increasingly
understand the strategic and economic value of this
type of asset,” InterDigital’s chairman Terry Clontz
said at the time.

Industry observers say that buying and selling IP
is becoming increasingly popular these days in emerg-
ing areas like mobile technology, where players are
still fighting for leadership positions. (Another exam-
ple, 3D imaging technology, has seen a burst of M&A
activity. See related article, page 30.)

However, intellectual property has proved to be
important in old economy businesses as well. For
example, instead of attempting to purchase Borders
Group before it filed for bankruptcy in Februrary,

ner with Patterson Belknap
Webb & Tyler LLPs IP /
M&A team. “A good por-
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MEDICAL LEGAL ACCOUNTING

“Microsoft can fire all of its

programmers, but still have

it
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its intellectual property.”
And given the uncer- \u \u

tainty in capital markets, the

N\

prospect of access to fund-
ing for development can be
a key motivator for those on the selling side of an IP
deal. “A smaller company will have a good idea or a
great patent, but doesn't have the money to develop
it,” Kennedy says. “Google could buy the company
for the patents and then implement them.”

Kodak’s decision to bring its digital patents to mar-
ket was one of several such moves in the technology
space this summer. Around the same time that Kodak

VS Techologies’ patent, which is strikingly similar to that of Twitter’s

Barnes & Nobles waited for the company to go into
Chapter 11 proceedings and then went through 50
rounds of aggressive bidding to acquire the book
store’s intellectual property. Barnes & Noble paid
$13.9 million for Borders trademarks, e-commerce
assets and a block of internet addresses.

The hard fought victory was crucial for Barnes &
Noble, “especially when you consider who came in
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