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On April 10, 2013, Skadden hosted an online seminar, “IP Monetization: Patents in 
the C-Suite,” with presenters from the firm’s Intellectual Property and Technology, 
Corporate, Antitrust and Competition, and Tax Groups. Listeners received an 
overview of the rise of IP as a C-suite issue, insights into leveraging IP portfolios, 
an analysis of tax considerations and antitrust concerns in monetizing IP, and case 
studies of three strategic transactions: the simultaneous bifurcated sales of the 
operating business and patent portfolio by each of Novell and MIPS, and the Nortel 
patent auction.

Intellectual Property as Strategic Assets

Intellectual property and technology partner Jose Esteves discussed the rapid 
growth of IP monetization, contrasting the few basic monetization techniques 
used historically with the broad range of monetization techniques currently being 
exploited. He then described the recent rise of IP monetization to become a strategic 
corporate consideration. This rise has been driven by a number of factors, including 
the concomitant rise of non-practicing entity (NPE) litigation and a sophisticated 
patent marketplace, the “smartphone” patent wars, large-scale patent transactions, 
significant inflows of investment capital reaching for yield, shareholder activism 
and a general change in corporate mindsets. Mr. Esteves also explained the IP 
monetization techniques of greatest current interest to the C-suite. These include 
large-scale patent sales, M&A transactions with patent carve-outs (both inbound and 
outbound), privateering, IP-collateralized debt, IP litigation financing, and royalty and 
revenue stream monetization and securitization. He also discussed the growing role 
played by consortia (also referred to as syndication) in IP monetization transactions.

Leveraging IP Portfolios

Jim Brelsford, of counsel in the Intellectual Property and Technology Group and 
previously chief legal officer and senior vice president of IP licensing at SanDisk 
Corporation, spoke about the changing views of corporations regarding their 
intellectual property portfolios, noting that the historical model of acquiring IP only 
for defensive purposes no longer dominates and that monetization has become 
an increasingly accepted practice. Mr. Brelsford discussed a number of ways that 
leveraging IP can strengthen a company’s core product business: licensing and 
cross-licensing programs to ensure freedom to operate, exchanging IP for favorable 
commercial terms, joint IP development opportunities and exclusion of competitors 
from a company’s core market. Mr. Brelsford noted that leveraging IP requires 
complex, multi-level analyses of accounting, tax, antitrust and corporate structure 
considerations and that appropriate strategies will vary from company to company 
and transaction to transaction, with no one-size-fits-all solution.
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Mr. Brelsford also discussed IP monetization and licensing at SanDisk Corporation. 
SanDisk raised more than $3 billion in licensing revenue over the last ten years 
and $1 billion in the last three years alone. In 2012, SanDisk’s licensing revenue 
amounted to approximately 7 percent of total revenue, but accounted for 
approximately 30 percent of company valuation according to analysts. He noted, 
however, that such extensive licensing programs are “not for the faint of heart,” as 
they require patience and a true commitment to the monetization program, including 
enforcement. 

Case Studies: Novell, Nortel and MIPS

Corporate partners Margaret Brown and Kenton King and intellectual property and 
technology partner Jose Esteves discussed the recent simultaneous sales by Novell 
and MIPS of their operating businesses and patent portfolios to separate buyers, and 
the Nortel patent auction.

Novell Transaction. After receiving a bid for the entire company by a strategic 
buyer, Novell’s board of directors considered a number of options and determined 
that value would be maximized by selling the company’s patent portfolio separate 
from the operating business. The company concurrently entered into a merger 
agreement and a sale of 822 patents and patent applications for a combined total 
of $2.2 billion, with the merger contingent on the closing of the $450 million 
patent sale, which increased the merger consideration received by shareholders. 
The patents were purchased by a consortium, CPTN Holdings (owned equally by 
Microsoft, Oracle, Apple and EMC), which entered into a cross-license arrangement 
with the merger partner.

The deal raised a number of antitrust concerns that required CPTN members to 
modify the original agreements to receive antitrust approval. The plan to distribute 
the patents among the four owners was criticized for its potential to jeopardize the 
ability of open-source software developers to develop and distribute certain products, 
stifling innovation. In the end, Microsoft agreed not to acquire any patents outright 
and to only receive a license, and the parties agreed that all of the patents would be 
subject to the GNU Public License, Version 2, and the OIN License. These changes 
satisfied the DOJ, however, the DOJ publicly stated that it would continue to monitor 
transfers of the acquired patents that might occur after the closing of the sale.

Nortel Patent Auction. Ms. Brown then discussed the Nortel patent auction. Nortel 
Networks filed for bankruptcy in 2009 and offered its portfolio of more than 6,000 
patents (many relating to 4G wireless technology) for sale at auction in June 2011. 
Bids were received from Google, the “Ranger” group (including Google and Intel), 
and the Rockstar Consortium (consisting of Apple, Microsoft, RIM, Sony, Ericsson 
and EMC). The final sale was made to the Rockstar Consortium for $4.5 billion and 
received significant antitrust review. Following the auction, certain patents were 
distributed to consortium members and others were used by consortium members 
for licensing purposes with the mission of achieving a return on the consortium’s 
investment through licensing and sales of IP.
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MIPS Transaction. Finally, Mr. King and Mr. Esteves discussed the MIPS 
Technologies transaction. Mr. King explained that in 2010, MIPS began exploring 
strategies for monetizing its patent portfolio and in 2012 publically announced 
its intention to unlock the value of the portfolio. MIPS received several licensing 
proposals from non-practicing entities and from IP-focused public companies. 
Although the board of directors desired to sell the entire company, there was no 
significant acquisition interest, and the company discovered that potential bidders 
had placed far more value on the IP assets than on the operating company.

MIPS hoped to be able to find a tax-efficient structure for the sale, intending to first 
sell the operating assets in a taxable asset sale and then sell the remaining shell 
company and patents to a patent buyer. This structure was eventually rejected by 
the buyer because of the requirements of the company’s organizational documents, 
and approximately 500 patents were sold outright to AST, on behalf of a consortium, 
for $350 million. The operating business was then sold via a merger agreement to 
Imagination Technologies for $100 million, along with approximately 80 core patents 
that were not sold to AST. The two buyers then entered into a patent cross-license. 

Mr. Esteves discussed the particular challenges raised by the MIPS transaction 
with respect to  MIPS’ patent portfolio, and described the allocation of patent rights 
between buyer and seller, including which patents would be assigned and retained, 
and what license rights would be granted to AST with respect to retained patents 
and granted to MIPS with respect to assigned patents. 

Transaction Challenges. Significant challenges were associated with the Novell, 
Nortel and MIPS transactions. Ms. Brown and Mr. King discussed the corporate 
challenges, including issues regarding shareholder approval, indemnification, closing 
conditions and the simultaneous signing and closing of the operating business and 
patent transactions, interloper risk and antitrust considerations, as well as corporate 
and governance issues and negotiating dynamics surrounding the consortia involved 
in each of the transactions. Mr. Esteves discussed challenges associated with 
splitting IP rights among the parties, as well as particular IP issues and challenges 
that arise in a consortium context.

Tax Considerations

Next, tax partner Eric Sensenbrenner outlined the various tax issues and 
considerations surrounding IP monetization transactions. The parties’ treatment 
of a transaction as a sale or license must be consistent. Calling a deal a “sale” or 
“license” does not necessarily determine how the transaction will be treated by tax 
authorities, with sale treatment attaching when all “substantial rights” in the IP have 
been transferred to the buyer. These concerns are often amplified when assessing 
cross-license arrangements and cross-border transactions. Mr. Sensenbrenner also 
discussed the tax considerations in the MIPS sale, including various transaction 
structures that were explored. In that case, the patents were sold to AST for 
cash. MIPS then redeemed a portion of the shares held by its shareholders with 
the after-tax patent proceeds, and Imagination Technologies then acquired the 
remaining outstanding shares of MIPS. A primary consideration was structuring the 
transaction so as to provide maximum value to shareholders.
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Antitrust Considerations

Finally, Sharis Pozen, a partner in the Antitrust and Competition Group and former 
assistant attorney general for the Antitrust Division at the Department of Justice, 
discussed the growing antitrust concerns surrounding IP monetization transactions. 
Patent acquisitions will likely be evaluated under the Clayton Act Section 7 standard 
of “likely to substantially lessen competition,” but may raise specific issues, 
especially when dealing with large portfolios. She noted that this is still an emerging 
and evolving area, and one of particular interest to the DOJ.

Specific inquiries include whether the acquirer has a greater “incentive and ability” 
to exploit the patents for anti-competitive purposes. For example, in the Motorola 
and Nortel transactions, the DOJ focused on the SEPs in considering whether the 
new owners were more likely than the prior owners to engage in hold-up, and in 
the Novell deal, the DOJ asked whether the buyers would stifle the open-source 
technology covered by the patents being acquired. Ms. Pozen highlighted the 
specific issues in agency review of sales to a consortium. Leading up to the sale, 
consortiums must not be used to suppress competition for or bid price of the assets, 
and after the sale, agencies may be concerned if the patents are to be distributed 
among consortium members or managed through a patent pool. Ms. Pozen noted 
the importance of ensuring that your “house is in order” in structuring complicated 
IP transactions. Finally, Ms. Pozen discussed further antitrust concerns relating 
to patent acquisitions, including the antitrust agencies’ interest in NPEs and their 
potential to inhibit competition and innovation, SEPs and patent hold-up, and the rise 
in private antitrust claims.


