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Why it is important to build an IP story
Jon Calvert

© 2020. For information, contact Deloitte Touche Tohmatsu Limited. High Growth Companies Update 5



Intangibles
At the heart of your business

PR

Media & content

Digital marketing

Social media footprint
Journalistic relationships

<

Brand
Colour palettes
Trademarks
Franchising
Logos

Look & feel
Public perception

Customer Support
Harvested product data
Customer experience

$

Finance & Accounting

Financing structuring

Relationships with financial institutions
M&A knowhow

Intellectual Property
Knowhow
Goodwill

000

il

Management & Leadership

Corporate culture
Personal network
Governance

Human capital (skills, training, knowledge)

i

Sales & Marketing
CRM database
E-commerce systems
Competitive
intelligence
Advertising
SEO

Open Source

Academia

R&D

Design documentation
Development processes
Experimental data
Technical drawing
Platform reuse

Source code

Trade secret source
Work papers

@ External Developers

Operations

Supply Chain
Manufacturing contracts
Supply agreements
Product configurations

Product & Manufacture
Manufacturing contracts
Media content
Manufacturing systems and
processes

Design for manufacturing
guidelines

Testing systems

Object code

Trade secret source
Employee knowhow

Internal software
Internal databases

Legal & IP

Registered IP, type and jurisdiction
Trade secret database

Copyright

IP Licenses

IP Strategy

3" party IP rights in & out
Standards

Regulatory knowledge



Your IP Story

Intellectual Asset Database & Dashboard

“We have protected our USP for the long term”

“We have a clear view of our IP risks and plan to manage them ”

“Our IP position is streaks ahead of our competitors”

New Asset

Asset Class Software j Planned IPT| {1
Title ABC :
Summary DEF

Architecture position

Date Created 14/08/2019 Toay, ext Acti

Date of Expiry
Held IP Types Trade Secret 1 [ 0 0 [ 4 2 1 0 22
Copyright
Database Rights itry to be categorised as multiple asset classes
Patent
D I 0 tt
e o I e.

“Our most valuable intangible is our data, let me tell you how we exploit it!”

“Our mission critical algorithm cannot be copied”



How getting your IP story right can lead to cash tax
savings

Reena Malde and Shaun Webb
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Innovation Incentives and IP Advisory
Benefits of combined approach and hot topics

Benefits of combined approach

O Holistic real time input

O Greater understanding of the

business IP R&D
Strategy § claims

O Saves managements time

Patent box
claims

Key patent box takeaways

O 10% effective tax rate

U Registering UK/EU Patent

U You don’t need to be profitable
O Tracking R&D expenditure

R&D Claims

U SME regime: 24.7% tax saving if
profit-making or 33% cash credit if
loss-making

U RDEC regime (large companies):
13% above the line taxable credit

O Key areas to watch for:
» SME vs Large
» Grant funding
» Robust and supportable
>

Fully understanding the
R&D definition

O Current consultations:
» 3 x PAYE/NI cap for SMEs

» Data and cloud computing
costs



Intangibles — Tax areas for consideration

Transfer Anti-
pricing hybrids

Treaty relief

Diverted Other
profits tax deductibility

Minimum Incentives
taxation regimes

Residency Accounting
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Case Study
Jon Calvert & Rui Liao
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IP Advisory Services Along Lifecycle

Capital & Revenue

) Plan j 1) Build 1) Sell

Commercial & Supply Chain
Capability Development

9 - Coach “IP Manager” and C-suite

8 - Build IP Story / IP Transaction Readiness Exit
7 - Document IP Processes / Create IP Dashboard
6 - Risk Monitoring / Mitigation Activities
5 - Build Suite of IP Assets (Patents, TMs, Trade-secrets, Copyright etc)
M&A
4 - Innovation Capture across product lines = International IP portfolio building
Business Model
— Launch
Product IP Protection
Governance framework >
. . . . Fundin
Seed Series A Series B Series C IPO / exit g9

stage
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Why Early IP Portfolio Investment Matters

Avoid leaking value

IP Diligence Failures

Inventor Disputes

Litigation Pre PO

Feeding the Competition

* Have you been keeping everything in order?

For seller or investee, a lack of preparedness for IP diligence can compromise the realisation
of the value and even cause a transaction to collapse.

* Are you sure you own it?

Ownership of IP can be compromised if your product relies on free and open source software
(FOSS).

* |s it up for dispute?

Any person can dispute a patent application’s entitlement. They can claim the patent should
be granted to them. A patent could be invalidated if the wrong inventors were named on the
patent.

* Will your success make you a target?

Patent assertions are often tactically timed to take advantage of the economics of funding
moments such as IPO.

* |s your IP safe?

Can competitors access your IP?

Do exiting employees exploit your knowhow and trade secrets in their new job?
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SwiftKey strategic IP capture and portfolio positioning
leads to deal worth $250m with Microsoft

Client

Challenge

Solution

Business Outcome

s )
Z)
SwiftKey’

SwiftKey, the makers of a predictive keyboard powered by artificial intelligence that adapts to the way you type,

and gets smarter over time learning from your personal writing style so you spend less time correcting typos,
wanted to position their technology to be attractive to potential buyers

Needed to plan for an exit strategy

Implemented strategic IP capture process to capture and triage innovation output

Developed an IP landscape providing insights on competitor patenting behaviours and quantifying IP risks
Ran patent validity searches and non infringement analysis to defend against incoming litigation

IP cost modelling to provide projection of future IP portfolio costs for budgeting

Created IP dashboard with custom, dynamic visual overview of IP portfolio

IP due diligence with the preparation of IP prospectus and collateral for smooth diligence and acquisition process

SwiftKey was acquired by Microsoft in a deal worth $250m
The purchasing price made this deal one of the biggest exits for a UK-based tech company at the time

The strength of their IP portfolio and IP Story supported a high value, certain exit
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Questions
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Key Contacts
If you have any questions, please get in touch with your usual Deloitte Private contact or the High Growth
Central Team:

Matt Henderson — UK Deloitte Private High Growth Segment Lead Partner| mahenderson@deloitte.co.uk

Jon Calvert — Founder and Lead Partner of Deloitte IP Advisory | jdcalvert@deloitte.co.uk

Reena Malde - Director - Global Investment and Innovation Incentives — Tax | rmalde@deloitte.co.uk

Ryan Carey — Deloitte Private Tax Director, UK High Growth Companies Tax Lead | rcarey@deloitte.co.uk

Tom Rees — Deloitte Private Head of Business Development | trees@deloitte.co.uk

Kariel Parian — Deloitte Private Client Portfolio Manager| kparian@deloite.co.uk
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