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Intellectual Property (IP) 

• Patents 
• Copyrights    ©   
• Trademarks   ™  
• Registered Trademarks   ® 

 
“Intangible Personal Property” by Marc Hoffman  
(Planned Giving Design Center, 15 September 2012)  
https://tbf.pgdc.com/pgdc/intangible-personal-property 
Although the Code does not provide a concise definition of intangible personal property, it does 
provide several examples. For example, section 936(h)(3)(B) defines intangible property to mean 
any-- 

• copyright, literary, musical, or artistic composition; 
• patent, invention, formula, process, design, pattern, or know-how; 
• trademark, trade name, or brand name; 
• franchise, license, or contract; 
• method, program, system, procedure, campaign, survey, study, forecast, estimate, 

customer list, or technical data; or 
• any similar item, which has substantial value independent of the services of any 

individual. 
 
Copyrights    ©   
Copyrights are different from patents and trademarks in that a copyright is protected “the 
moment it is created and fixed in a tangible form that it is perceptible either directly or with the 
aid of a machine or device.” 
Registration is not required but does provide legal advantages and is necessary before filing an 
infringement lawsuit. 
 
Trademarks   ™  
The United States Copyright Office (USPTO) states that “a trademark is a word, phrase, symbol 
or design, or a combination of words, phrases, symbols or designs, that identifies and 
distinguishes the source of the goods of one party from those of others.” 
The registered trademark symbol was first introduced in the Trademark Act of 1946.  According 
to section Title III §29 (15 U.S.C. §1111) of the act, “a registrant of a mark registered in the 
Patent and Trademark Office, may give notice that his mark is registered by displaying with the 
mark the words ‘Registered in U.S. Patent and Trademark Office’ or ‘Reg. U.S. Pat. & Tm. Off.’ 
or the letter R enclosed within a circle, thus ®.” 
 
Patents 

• Display of the words “patent pending” serves as a notice that to those who might copy the 
invention that the product may be subject to an enforceable patent in the future. 

• Issued patents are filed, reviewed, and if accepted, registered with the USPTO.   
• Patents remain in place for 20-year term from date of patent application (vs. issue). 
• Maintenance fees due at 4-1/2, 7-1/2, and 11-1/2 years are required for the patent to 

remain in force after patent issue. 
• After 20-yrs Public Domain, no renewal. 



• Owners of patents can range from one or more inventors to corporations to “Non-
Practicing Entities”(NPE’s), which include nonprofits.  

 
Patent Claims, “Non-obviousness”, & “Prior Art” 

• Importance of “Prior Art” references  
 
Patent Gifts 

• Universities are “non-practicing entities” but the research they do is fundamentally 
important to our economy.  

• The Bayh-Dole legislation (1980) gave incentive to universities to protect their 
inventions and then license them to businesses, particularly small businesses, who in 
exchange pay the university, which funds additional research and development.  

 
Tax Aspects of Intangible vs. Tangible Property Gifts 
Tax Deduction Rules     – Patent = immediate long-term capital gain asset  

– FMV limited to 30% AGI 
– Royalties = ordinary income  

Related-use    – Not applicable for Intangible Property 
Future interest rules     – Not applicable for Intangible Property 
Partial interest rule       – Frequently involved in transfers of Intangible Property;  
                 – Undivided Fractional Interest often effective. 
Section 170 reduction rules   – Frequently involved in transfers of Intangible Property 

Gift and estate tax deductions – Same as Tangible property 

Specific rules and exceptions are discussed in connection with each type of intangible asset. 

Potential Charitable Value for Patents 
Considerations in valuation: 

• Remaining life in patent 
• Marketability 
• Enforceability  
• Litigation likelihood: 

• Infringement Lawsuit  
• Offensive - Declaratory Judgment? 
• Defensive - Settlement? 

Methods of donation: 
• Inventor Transfers Ownership to Charity 

• Outright Sale by Charity to an interested party 
• License to another NPE  Royalties to Charity 

• Inventor Donates Royalties 
• Inter vivos 
• Testamentary 

 
 
 
 
Meet Stan 

• Loyal Alumnus 
• 88 years old 
• Multiple Heart Attacks 



• Highly-Motivated to Give 
• Potential Gift Assets? 
• 20 patents…strong infringement case potential… 
• Gift transfer conditional… 

 
Patent Team Formation 

Patent Attorneys  
• Willingness to serve pro bono 

Patent experience of any kind 
• Entrepreneurs 
• Inventors  
• Business owners 
• Specialized skills related to patent gift applications 
• Corporate-level business negotiation experience 

Call results: 
• 31 alumni with expressed interest in the success of the project 

• 16 alumni with highly-relevant experience, willing to work pro bono 
• 2 patent judges willing to offer unofficial guidance 
• 6 patent attorneys, all willing to work pro bono 
• 1 patent attorney willing to engage in pro bono engagement 

agreement through his patent law firm 
• 1 patent attorney and patent law author willing to lead the 

effort and also teach students about patents 
 

Meeting of the Minds 
 Do the most good possible with the least potential for risk of harm 
 Worth researching then assessing monetization possibilities 
 
SWOT Analysis – IP Gift Acceptance 

Strengths- 
• IP assets—Patents, especially—can be tremendously valuable 
• Top-notch team of volunteers willing to work for free 
• Nonprofit standing superior to individual inventor 
• “Family” of patents 
• Case already developed by Stan’s personal patent attorney 
• Acceptable gift under counsel-approved Gift Acceptance Policy 
• Early in life of patents (15 years left) 

 
Weaknesses-  

• 90% of all patent gifts may be worthless 
• Lack of administrative buy-in for the project  

•   Previous bad experience with patent gift 
•   Institutional budget constraints 
•   Problematic for legal standing, if needed 
• Gift Acceptance Policy not yet approved by Board 

• Research still needed to determine strength of case 
 

Opportunities- 
• Educational and Technological Research  
• Alumni/Constituency engagement 
• Potential for similar gifts from other alumni 



• Institutional Review: 
•  IP policies 
• Disposition of current IP assets 
• Gift Acceptance Policy 

• Potentially transformative gift 
 

Threats- 
• Risk of incurring litigation costs beyond pro bono resources 
• Ongoing Costs of Maintenance Fees 
• Potential need for budgeting allocation 
•  

Action Plan 
1. Research patents to assess potential value and market 
2. Seek administrative support and ensure legal standing 
3. Patent attorneys provide checklists and parameters for technical experts to assess 

infringement likelihood 
4. Prepare negotiators for initial approach to an infringing or interested entity 
5. Seek negotiated settlement without having to litigate 

1. Licensing opportunity 
2. Outright sale 
3. Partnership arrangement 

6. Be prepared to approach competitors or other buyers, if necessary 
 

“Patent Trolls” 
Non-Practicing Entities (NPE’s) that make large profits by buying inventories of patents cheaply 
and then filing infringement suits to receive valuable settlements. 
Huge problem since the 1990’s, worst in 2000’s until Alice Decision in 2014. 
(Marshall’s example) 
Expensive litigation and settlement are often the only way to “successfully” enforce or defend 
legitimate patents. 
This project aims for negotiated licensing or sale, if possible, before resorting to litigation  
 
In Pursuit of Knowledge, and Profit 
How universities aid and abet patent trolls. 
By Daniel Engber 
According to a report from the Association of University Technology Managers, in 2012 schools 
filed more than 14,000 new patents, were granted about 5,000 patents, and made about 5,100 
new licensing agreements. Their total income from such agreements amounted to $2.6 billion. 
 
Monetization of Patents 
A recent report from the Brookings Institution found that 84 percent of research universities 
lost money on their patent deals in 2012. In other words, they spent more on filing patents with 
the government, and on paying staff who try to turn those patents into profits, than they earned 
from actual licensing arrangements.  
 
Monetization Examples 
James E. Bessen, of Boston University School of Law and Harvard’s Berkman Center for 
Internet and Society, estimates that lawsuits by patent trolls cost the country $29 billion every 
year, but that universities participate in just 1 or 2 percent of cases.* However, Bessen says this 
statistic might conceal a bigger problem: The firms that are doing business with the schools 
engage in patent mischief of their own. “The universities aren’t acting as trolls themselves, but 
they’re licensing their technology to trolls,” says Bessen. 



*Update, May 8, 2014: This post was updated to reflect that in addition to being at Harvard's 
Berkman Center, James Bessen is a lecturer in law at Boston University. 
 
University of Wisconsin Alumni Research Foundation (W.A.R.F.) 
Establishing a mission 
Drawing on Steenbock’s inspiration, the alumni founders drafted a mission for their new foundation that 
runs deeper than the patenting and licensing activity most often associated with technology transfer offices. 
WARF’s original articles of organization, filed with the Wisconsin Secretary of State on November 14, 1925, 
declared that “the business and purpose of the corporation shall be to promote, encourage and aid scientific 
investigation and research at the University of Wisconsin by the faculty, staff, alumni and students thereof, 
and those associated therewith.” 

That original vision still governs the foundation today. In addition to commercializing Steenbock’s invention, 
WARF has gone on to work with generations of scientists and has built an investment portfolio designed 
to support Wisconsin research in the 21st century and beyond. 

As of June 30, 2017, that investment portfolio has reached $2.7 billion!  
https://www.warf.org/about-us/history/history-of-warf.cmsx 
 
Carnegie Mellon University vs. Marvell settlement, February 17, 2016  

After a massive win at the district court level, CMU was on track to collect as much as $1.54 
billion. The university won a $1.17 billion jury verdict in 2012, to which a judge added 
penalties and interest. But an appeals court cut the win significantly, approving $278 million in 
damages and ordering other damages issues to be re-tried at the district court level. 

Rather than further litigate the case, the two sides reached the deal for the $750 
million payment, which was announced late yesterday. . . 

In an email to alumni, CMU president Subra Suresh said that after legal expenses and the 
inventors' share are paid, the university will get approximately $250 million.  

Ars Technica, by Joe Mullin, https://arstechnica.com/tech-policy/2016/02/marvell-will-pay-
750m-to-carnegie-mellon-university-in-massive-patent-settlement/ 

 
Offshoots and Outcomes 

• The organization now owns a patent which could be very valuable and has engaged 
alumni volunteers who are passionate, skilled, and motivated to explore the possibilities 
of monetizing this asset without having to enter into litigation. 

• These volunteers are also interested in helping the administration better manage its 
existing patents, which cost up to $40,000 each year to maintain in force. 

• One of the volunteers is now an unpaid Research Associate teaching Engineering 
students about patents and patent law. 

 
Offshoots and Outcomes 
One of the volunteers for this project revealed that he owns and manages more than 30 valuable 
rental properties spread from upstate New York to the Maryland peninsula. 
He had mentioned that he wondered how he would be able to manage these far-flung properties 
as he approaches his 70’s. 

 
Here’s the scenario I proposed.   He found it quite interesting… 

 



Offshoot: Intangible Property to Real Property 
Large portfolio of real estate rental properties: 

Estimated total Fair Market Value            =       $ 17,500,000 
Total Cost Basis                                        =       $   4,250,000 
Total Annual Rental Income                         =        $      908,280 
Total Annual Property Taxes                        =        $      496,000    
Total Annual Maintenance Costs                  =        $        59,989 
Net Income after taxes & costs                     =        $      352,291 

 
Offshoot: Intangible Property to Real Property 

Estimated Total Fair Market Value         =           $   1,650,000 
Total Cost Basis                                      =           $      390,000 
Net Income after taxes & costs               =           $        14,380 
 

Offshoot: Real Property to Charitable Gift 
Flip-CRUT Selection criteria: Eucalyptus and Orange 

Eucalyptus: Net income is a loss due to property taxes and high maintenance costs 
Orange:  Large capital gain exposure ($770,000), property taxes and  

• Offshoot: Real Property to Charitable Gift 
 
Outcome Summary: What did all this work accomplish? 

• Positive engagement with more than 31 alumni  
• An opportunity to explore the possibility of a transformative gift 
• Greater administrative awareness of potential value of IP 
• Review of institution’s IP policies and existing patent portfolio 
• Provided a chance for like-minded alumni to work together as a team in support of a 

common mission 
• Enabled the Gift Planning Director to work with this team on what could be a potentially 

transformative gift 
• Created additional gift planning opportunities in the process 
• And best of all… 
 
Priceless? 
• In addition to the broader alumni engagement, giving an 88-year-old inventor and loyal 

alumnus the chance to feel good about his accomplishments in life, the school that made 
it all possible for him, and a sense of fellowship with those alumni inspired by his gift to 
rise to this occasion, was in many ways priceless. 

 
Our job as Gift Planners is to help our constituents establish viable gift plans and make gifts of 
assets that are for the maximum benefit to the charity—and in the best interest of the donor—for 
both the indefinite future as well as for the persistent present. 
 
In this case, the final outcome for all these scenarios is now in the hands of the administration. 
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Intangible Personal Property  
by Marc Hoffman  
(Planned Giving Design Center, 15 September 2012)  
Introduction 

Intangible personal property is property that has no intrinsic value but is merely representative 
or evidence of value.1Described another way, intangible personal property is personal property 
(other than real property) whose value stems from its intangible elements rather than from its 
specific tangible (physical) elements.2 

Although the Code does not provide a concise definition of intangible personal property, it does 
provide several examples. For example, section 936(h)(3)(B) defines intangible property to 
mean any-- 

 copyright, literary, musical, or artistic composition; 
 patent, invention, formula, process, design, pattern, or know-how; 
 trademark, trade name, or brand name; 
 franchise, license, or contract; 
 method, program, system, procedure, campaign, survey, study, forecast, estimate, 

customer list, or technical data; or 
 any similar item, which has substantial value independent of the services of any individual. 

With respect to charitable gift planning, the most common types of intangible personal 
property that gift planners encounter include securities (both public and private), copyrights, 
royalties, patents, personal service contracts, installment obligations, life insurance and annuity 
contracts, and partnership interests. 

Intangible property is also frequently "bundled" with tangible or real property. Examples 
include a work of art and its copyright, or mineral rights and the real property from which the 
minerals are derived. The deductibility of such contributions depends on a variety of factors 
that frequently depend on whether the interests are given in combination or separately. 

The balance of this memorandum examines the most common types and forms of intangible 
personal property that are considered for contribution to charity, and the special rules that 
apply to charitable deductions for income, gift, and estate tax purposes. Due to their scope and 
complexity, however, publicly traded securities and privately-held business interests (which 
includes corporations, partnerships, and limited liability companies) are the subjects of 
separate memoranda. 

General Tax Deduction Rules 

It is important to note that contributions of intangible personal property are not subject to the 
same rules as apply to gifts of tangible personal property. Specifically, the related-
use and future interest rules do not apply to gifts of intangible assets. As will be discussed, 
however, the partial interest rule and Section 170 reduction rules (applicable to contributions 
of ordinary income property) frequently come into play with respect to transfers of intangible 
assets. 



For gift and estate tax deduction purposes, intangible personal property is subject to the same 
general rules as apply to tangible personal property and real property. Specific rules and 
exceptions are discussed in connection with each type of intangible asset. 
https://tbf.pgdc.com/pgdc/intangible-personal-property 

 
 
 
 
 
 
 
How “Taxing” Does a Patent Transfer Have to Be?  
Intellectual Property News, Bradley Law Firm 

Firm Alert -  8/29/2013 

By Mark W. Miller 
 
“Whether you are transferring patent or acquiring rights in a patent, the tax 
consequences can vary greatly depending on how the transfer is structured. The 
IRS has recently issued a document (Legal Advice by Field Attorney 20131201F) 
(the “IRS Advice”) in which the issue was whether an individual had sold or had 
licensed a patent to a corporation in which he was a shareholder. The IRS 
concluded that the individual sold the patent to the corporation, primarily 
because the transfer documents indicated the transaction was a “sale,” rather 
than a “license.” The individual had filed his tax return for the year of the 
transaction as if the transfer were a sale, while the corporation filed its tax return 
as if it were a licensee of the patent. 

The federal tax considerations involved in transferring a patent noted below shed 
light on why the parties in the IRS Advice had incentive to report the patent 
transaction differently for tax purposes. 

Sale or License? 

If you transfer or acquire a patent or rights in a patent, the initial determination 
for tax purposes is whether the patent was sold or merely licensed. The 
determination requires a consideration of all of the facts and circumstances, and 
the transfer will generally be considered a licensing arrangement unless you 
transfer or acquire “all substantial rights” under the patent. 

An exclusive license of all rights under a patent that remains in effect for the full 
remaining life of the patent will generally be treated as a sale for tax purposes, 



even if the licensor retains certain protections, such as the right to terminate the 
agreement if the licensee does not meet certain performance standards. 

As demonstrated by the IRS Advice, you also need to document the transaction in 
accordance with your intent. In the IRS Advice, the parties recited that the rights 
in a patent were sold and the transfer document was titled ‘Assignment,” so the 
corporation was not allowed to claim that it was only a licensee.’” - 
https://www.bradley.com/insights/publications/2013/08/how-taxing-does-a-
patent-transfer-have-to-be 

 
B. Intellectual Property  
By Roderick Darling and Marvin Friedlander, 9/21/2018 

 “For an exempt organization, seeing to appropriate exploitation of its intellectual 
property rights is no less a fiduciary duty than managing its financial endowment. 
Money left on deposit in a non-interest-bearing account will gradually lose its 
value to inflation. Intellectual property rights that are not efficiently exploited will 
eventually expire without ever having produced the public and monetary benefits 
that could have been achieved. For this reason, exempt organizations should not 
be discouraged from the timely and vigorous exploitation of their rights in 
intellectual property.  

At the same time, arrangements for commercial exploitation of intellectual 
property rights should be carefully scrutinized to assure that they are not contrary 
to industry norms, that they satisfy arm’s-length standards, and that they do not 
result in excessive compensation or other forms of private benefit or inurement. 
Arrangements that are suspect should be challenged. The public and the exempt 
organization should derive benefit from the proper exploitation of intellectual 
property rights.” – https://www.irs.gov/pub/irs-tege/eotopicb99.pdf 

Tax reform's impact on patents 
By Julie Micalizzi ,Tax and Benefits Challenges, May 22, 2018 

 “The new Tax Cuts and Jobs Act (“Act”) significantly curtails the ability of 
inventors to obtain favorable capital gain tax treatment upon sale of their 
patents.  The new law tightens the requirements for a patent holder to obtain 
capital gain treatment and eliminates capital gain treatment altogether for sellers 
of self-created inventions, models, designs, secret formulas and processes that 
are not patented. 

BEFORE TAX REFORM 



Patents have long received more favorable tax treatment than some other forms 
of intellectual property.  Section 1221(a)(3) of the Internal Revenue Code (“IRC”) 
denies capital asset status for a copyright, or a literary, musical, or artistic 
composition, in the hands of the creator or a person who acquired the property 
from the creator in a tax-free transaction.  This rule effectively requires 
individuals engaged in the occupation of creating intellectual property to pay tax 
at ordinary income rates when they sell the property, similar to how individuals 
engaged in other occupations are taxed on their labor income.  Patents, however, 
were not included in the list before the Act, so an individual who sold a patent 
held for more than one year would be taxed at the lower rates applicable to long-
term capital gains. 

CAPITAL GAIN TREATMENT 

The Act amended Section 1221(a)(3) of the IRC by adding “a patent, invention, 
model or design (whether or not patented), [and] a secret formula or process” to 
the list of property that is denied capital asset status in the hands of the creator 
or a person who acquired the property from the creator in a tax-free 
transaction.  The new law generally places individuals who create patents, 
inventions or the other forms of intellectual property newly added to the list on 
the same footing as individuals who create the forms of intellectual property that 
were already on the list. 

Despite the extension of IRC Section 1221(a)(3) to patents, certain patent holders 
still have an opportunity to obtain capital gain treatment.  IRC Section 1235 
provides that under certain circumstances, patents are considered to be capital 
assets held for more than one year.  Patents were capital assets under prior law 
because they were not denied capital asset status prior to the amendment of IRC 
Section 1221(a)(3).  However, IRC Section 1235 did not simply confirm that 
patents were capital assets.  Instead, for qualifying transfers of patents, IRC 
Section 1235 caused income that otherwise would be ordinary income or short-
term capital gain to become long-term capital gain.  For example, IRC 
Section 1235 causes royalties from qualifying transfers, which otherwise would be 
ordinary income, to become long-term capital gain.  Also, IRC Section 1235 
treated a patent held for one year or less as having been held for more than one 
year, causing income that otherwise would be short-term capital gain, taxable at 
ordinary income rates to become long-term capital gain taxable at lower rates. 

Although the House version of the Act would have repealed IRC Section 1235, IRC 
Section 1235 was retained in the final conference version that was signed into 
law.  Therefore, a patent transferred in a transaction that qualifies under IRC 
Section 1235 still should be considered to be a capital asset held for more than 



one year, even though the patent is not actually a capital asset due to amended 
IRC Section 1221(a)(3). 

The transfer of a patent must satisfy several requirements in order to qualify for 
long-term capital gain treatment under IRC Section 1235.  For instance, the holder 
of patent rights must be either the inventor or an unrelated individual who 
acquired an interest in the patent from the inventor before the invention covered 
by the patent was reduced to practice.  The holder must transfer “all substantial 
rights” in the patent, either through a sale or through an exclusive license that 
lasts for the entire term of the patent.  Also, the transfer cannot be to a person 
related to the holder. 

IT’S COMPLICATED 

IRC Section 1235 applies only to patents.  Therefore, under the new law capital 
gain treatment will not be available for self-created inventions, models, designs, 
secret formulas and processes that are not patented.  Although inventors who 
obtain patents still may be able to obtain long-term capital gain treatment under 
IRC Section 1235, the requirements to qualify are complex.  Inventors should 
consult their tax advisors in order to prepare for the impact of the new law in light 
of their individual circumstances.” 

https://mcdonaldhopkins.com/Insights/Blog/Tax-and-Benefits-
Challenges/2018/05/22/Tax-reforms-impact-on-patents 

 

 

 

 


