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CONCEPT NOTE 
 

The World Intellectual Property Organization (WIPO) has estimated that intellectual 

property will account for six trillion dollars in global trade by 2020. Any modern enterprise, 

from manufacturing to the service sector, holds significant IP assets in various forms from 

business software to license rights. IP assets are of significance to a knowledge-based firms 

like software and biotechnology. Such firms play an important role in today‟s Indian 

economy. Many of Such firms may have only or substantially IP assets as their major asset. 

IP assets are growing in importance to other firms also. Possibility of using IP assets as 

security/collateral can open new avenues for firms to raise funds. This may have impact upon 

survival of many firms, especially during a pandemic period where the firms are funds 

starved.  

It is well accepted that access to credit is crucial for economic growth. World Bank 

has found that Insufficient Collateral is among the top reasons for difficulty in accessing 

credit finance in the developing world. A common trend among the firms is that credit 

applications are rejected mostly due to insufficient collateral, i.e. unacceptable or unsuitable 

collateral. Secured credit is an efficient form of lending/borrowing. IP asset security-based 

credit which, when implemented in a proper legal and institutional framework, can thus 

stimulate economic activity. 

 

The Roundtable:  

IP has unique features. The roundtable would examine the present system of security 

creation and enforcement, to see whether the system is adequate to facilitate IP security-based 

financing in India. The focus of the roundtable is to examine the challenges and prospects for 

IP asset security-based financing. Experts from Academia and industry would address diverse 

dimensions.  
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PROGRAM SCHEDULE: 
Date: 28.10.2020 

Time  Agenda  

 
 

5.00 pm IST – 5.10 pm 

IST 

 
 

 

5.10 pm IST – 5.20 pm 

IST 

 
5.20 pm IST – 5.30 pm 

IST 

 

Inaugural Session 

Welcome & Opening remarks: 

Prof. (Dr.) T. Ramakrishna 

Chair Professor, IP-Chair, NLSIU 

 

Keynote Address:  

Prof. Dr. Raj S. Davé 

President |Davé Law Group, LLC, Alexandria, VA, USA 

 

Presidential Address 

Prof. (Dr.) Sudhir Krishnaswamy 

Vice-Chancellor, NLSIU, Bengaluru. 

          Session:  

  

 
 

 

 

5.30 pm IST – 6.00 pm 

IST 

 

 

6.00 pm IST – 6.30 pm 

IST 

 

 

6:30 pm IST – 7.00 pm 

IST 

 

 

7.00 pm IST – 7.30 pm 

IST 

IP Asset security-based financing: Challenges and 

Prospects 

Chair:  Prof. Dr. Raj S. Davé 

President |Davé Law Group, LLC, Alexandria, VA, USA 

Themes:  

1. IP Due diligence and valuation for Secured 
Transactions: Mr.Navarre Roy, 

Managing Associate Anand and Anand 

 

2. Creation of Security Interest in IP Asset: 
Mr. Anandaday Misshra, 

Advocate, Founder- AMLEGALS. 

 

3. Perfection/Registration of Security interest in IP 
Asset: 

Prof . Sudipta De Sarkar, 

KIIT School of Law, Bhubaneswar, Odisha 

 

4. Enforcement of IP Asset Security interest: 
Mr. Pramod Rao, 

Group General Counsel, ICICI Group. 

 

 

7.30 pm IST – 8.00 pm 

IST 

 

Special Guest Speaker  

Mr. Philip S. Warden  

Partner l Pillsbury, San Francisco 
(1)             Security Interests in Intellectual Property 

(2)             Perfecting Security Interests in Ip: Avoiding the Traps 

(3)             Bankruptcy Remote Entity (BRE) 

Vote of thanks  
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INAUGURAL SESSION  

 

Background to the Roundtable & Welcome: 

 

Prof. (Dr.) T. Ramakrishna, IP-Chair Professor, NLSIU started off the inaugural session 

with welcome & opening remarks. He welcomed the five speakers as well as the guests and 

participants. Prof Ramakrishna mentioned the seven objectives of the National IPR Policy as 

initiated by the Government of India. He underlined that IPR being created was envisioned to 

be used for social benefit as well as economic development. Prof Ramakrishna highlighted 

the immense relevance and potential of IP to be used as security interest, and in monetization 

through assignment and licensing. He outlined the ways in which IP is a sui generis security 

interest, considering the time duration to protection, intangible nature of assets, among others. 

Therefore, the Professor made a case for their different treatment.   

                      

 

In the 21st century, Dr Ramakrishna continued, IP is considered as an economic asset, though 

not seen as an asset with all economic and legal protections akin to other security assests. He 

batted for an adequate legal framework to bring IP at par with other assets for purposes of 

security and called for addressing the question whether the same is present in the Indian 

ecosystem or not. Dr Ramakrishna enumerated the different features of IP-secured 

transactions that would be debated in the upcoming sessions namely (i) Due diligence and 

valuation for Secured Transactions, (ii) Creation of Security Interest in IP Asset, (iii) 

Perfection/Registration of Security interest in IP Asset, and (iv) Enforcement of IP Asset 

Security interest.  
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He proceeded to term Due Diligence of IP-Security Financing as an „investigation‟, serving 

to confirm all material facts vis-a-vis the transaction. He mentioned that primary purpose of 

due diligence is to reduce credit risk and ensure priority over other creditors in the event of 

debtor‟s bankruptcy or liquidation. He also characterized IP due diligence as an „audit‟ to 

assess the quantity and quality of IP assets owned by or licensed to a company, business or 

individual. This, he said, is done to assess the value of assets and evaluate the risks involved 

in the transaction. The Professor further elaborated the different methods of valuation of IP 

like market, income and cost methods.   

 

For security creation in India, he said, we turn to see provision in general and IP laws, and we 

have to examine the adequacy of existing legal frameworks. He outlined the problems 

germane to floating charge when applied to IP security creation. He went on to the next 

aspect of perfection of security interest. He stated that existence of security interest becomes 

enforceable against the debtor, but problems arise when mere existence of the security 

interest remains unknown to a third party who may propose to acquire an interest in the asset. 

Therefore, the law usually requires there to be some form of a public notice to be given for 

perfection requirement. The methods by which a security interest can be drawn to public 

notice vary according to the ways in which they are created. 

 

He stated that „The law has long exhibited suspicions of secret lien (s) that do not put their 

parties on reasonable notice of financing‟. Therefore, earlier personal property financing 

arrangements required the actual delivery of the collateral used, to the creditor. He noted that 

gradually various forms of non-possessory security devices were recognized, and, in those 

cases, a public filing was required for protecting creditor against fraudulent conveyance. It 

also gives non-secured creditors, public and third parties notice of prior transaction.   

Prof Ramakrishna continued with the rationale for perfection and stated that there are two 

types perfection system recognized in India namely the possession or control-based 

perfection system and secondly, the registration or filing or noting-based system of 

perfection. None of the these systems in India are appropriate for IP Security transactions. He 

finally touched upon the subject of enforcement. He surmised that a financer or a lender 

would be looking for a total or partial payment for the advance she has extended. Therefore, 

he underlined that the raison d’être for taking a security is its enforcement.   

 

He reiterated that the matter of security enforcement comes to the fore when a repayment or 
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credit agreement is faulted by the borrower or when an insolvency or bankruptcy or 

liquidation or winding up is initiated against the borrower. He contemplated 3 situations: (i) 

where a default occurs without an insolvency or winding up proceeding happening (ii) where 

there may be insolvency, bankruptcy or liquidation or winding up and default happening 

together (iii) where insolvency or bankruptcy or liquidation rejects the contract with regard to 

credit or liquidity, enforcement becomes necessary. However, in case they do not reject the 

contract for credit or security, then the security holder or lender shall have the option of 

continuing with the existing credit agreement and security rights.   

 

With this in complexities backdrop Prof Ramakrishna welcomed the dignitaries, speakers and 

participants, and declared the roundtable open. 

 

Thereafter, Mr.Jnana Teja Bandi and Mr.Divyesh Pratap proceeded to introduce and 

invite the keynote speaker Prof. Dr. Raj S. Davé, for the keynote address. Other panellist Mr. 

Navarre Roy, Managing Associate Anand and Anand; Mr. Anandaday Misshra, Advocate, 

Founder- AMLEGALS; Prof. Sudipta De Sarkar, KIIT School of Law, Bhubaneswar, 

Odisha; Mr. Pramod Rao, Group General Counsel, ICICI Group and Special Guest Speaker 

Philip S. Warden, Partner, Pillsbury, San Francisco were also introduced to the audience.  

 

Keynote Address  

 

Prof. (Dr.) Raj S. Davé: Dr. Dave addressed the audience as Chairperson of the Sessions of 

the Round Table, briefly outlined the complexity of IP security transactions and Bankruptcy. 

Prof Dave,  interpolated two possible scenarios. 

1. Owner „O‟ sells IP to buyer „A‟. Subsequently, owner O declares bankruptcy soon 

after the sale; and later the bankruptcy court rejects the sale of the IP.  

2. Owner „O‟ sells IP to buyer „A‟; later owner „O‟ sells the same IP to buyer „B‟.  

He also stated that the second scenario could be such that it may not be a case of fraud what 

soever. It could well be a case of confusion as there might have been numerous patents.   
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In order to understand the relationship between bankruptcy and IP, Dr. Dave explained few 

important concepts.  

 

1.  Notice is the legal concept describing a requirement that a party is aware of a legal 

process affecting the rights, obligations and duties there are several types of notice: 

public notice, a legal notice, actual notice, constructive notice, and implied notice.  

2. Recordation is the act or process of recording an instrument such as an assignment 

deed or mortgage in a public registry.   

3. Law governing Recording Act: It is a law that determines which party prevails when 

the same IP is transferred to multiple people.  

4.  Bona fide purchaser for salefor value: A buyer pays fair consideration for IP without 

any knowledge or reason to have knowledge that the seller previously transferred the 

IP to a different person, is considered a bona fide purchaser for value. 

5. Jurisdiction:  What is the type of jurisdiction in which you are operating?   

 

The three possible types of jurisdictions:   

 

(i) „Notice Jurisdiction‟ is that jurisdiction whose rule allows a subsequent bona fide 

purchaser to prevail over an earlier purchase, if the earlier purchaser's deed was not 

recorded and the subsequent purchaser did not know of the earlier transfer.   
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(ii) The „Race-Notice Jurisdiction‟ (this is practiced is the in the US): A race-notice is 

a jurisdiction whose rule allows the subsequent bona fide purchaser to prevail over an 

earlier purchaser if and only if the subsequent purchaser did not know of the earlier 

transfer and the subsequent purchasers deed was recorded before the first purchasers 

deed.   

 

Lastly, we have the „Race Jurisdiction‟. This is a jurisdiction whose rule determines 

which party prevails in a twice transferred IP case, strictly on the basis of whose deed 

is recorded first.   

 

To explain the complexity, Dr. Dave gave a hypothetical example: 

 Owner O sells IP to Buyer A on January 1, 2020. Buyer A files for recordation on January 

31st, 2020 and inadvertently (assumption of no fraud) owner „O‟ sells the same IP to bona 

fide buyer B on February 1 2020. The government issued a public notice of recordation 

basically public notice of recordation to buyer A (and its public so others can also know that 

the notices come out) on February 7th, 2020. is Buyer A or Buyer B the rightful owner of the 

IP?.   

 

In the case of notice jurisdiction, the question arises whether the buyer B had a notice on 

February 1st when he purchased the IP from owner O? The Answer being, there was no real 

notice which was for him to know. So, under the notice jurisdiction buyer B will be the 

rightful owner in this scenario.  

 

Under the race jurisdiction, if buyer A files his recordation on January 31st before buyer B 

had bought it, there was no way that the buyer B could even have filed before the recordation. 

So under the Race jurisdiction, Buyer A would succeed. But under the race notice, it depends 

on the race notice restriction statute.  Prof Dave stated that, in the United States, one can 

record and perfect security interest under both federal and state laws. For Federal law, one 

can perfect their security interest in patents, perfect security interest in copyrights, in 

trademarks.
1
    

 

                                                            
1 Statues for patents: 35 USC US Code s 261, for copyright: 17 USC s 205, for trademark: 15 
USC 1610 s 10. 
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Dr. Dave also stated that one can also record and perfect their security interest under the 

Uniform Commercial Code in each state by filing the paper at the secretary of state. He 

referred to the hypothetical example and stated that “With respect to patents, the law is that: 

an interest that constitutes an assignment, grant or conveyance shall be void as against any 

subsequent purchaser or mortgagee for a valuable consideration, without notice (the keyword 

here is without notice) unless it is recorded in the Patent and Trademark Office within three 

months from its date or prior to the date of such subsequent purchase. In copyright it is two 

months while in Trademarks it is 03 months”. With respect to the hypothetical, a buyer has 

up to three months for Trademark and Patents to record in the Patents Office while for 

copyright he has up to two months. By this Dr. Dave brought out the complex situation of 

Race-Notice jurisdiction.   

 

Dr. Dave further went on to explain the need for diligence here. He asked how would buyer 

A knows that B is buying this IP when there is nothing in public. Buyer B would ensure that 

buyer B has all sorts of bells and whistles in his contract including the possibility of escrow. 

Thus, the money would not go to owner O for at least three months from the sale of buyer B. 

After three months the money then gets transferred from the escrow to the owner and is 

possibly secured. .    

 

Presidential Address 
 

Thereafter, Sri Divyesh welcomed Prof. (Dr.) Sudhir Krishnaswamy, Vice-Chancellor of 

NLSIU, Bengaluru for the presidential address. 
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 Prof Krishnaswamy outlined the history of NLSIU in IP related matters and reminisced the 

work put in by the Centre for IP Research and Advocacy (CIPRA) as well as Prof 

Ramakrishna in bringing forth such relevant discussions from the very genesis of the 

University. Furthermore, he underlined the importance and intricacies of the IP framework in 

post-COVID times. The Vice Chancellor also elaborated the English Law situation that 

required the commencement of a security interest regime on land in the first place.  
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TECHNICAL SESSIONS: 
 

Technical Session 1: 
On Theme: 

“IP due diligence and Valuation for Secured Transactions” 
 

Mr. Navarre Roy, Managing Associate Anand And Anand, Addressed the following: 

Traditional „Wall‟ View of IP 

The view of IP has always been that – you carve out your exclusivity within what you have, 

and you make sure you are not stepping into anyone else‟s territory i.e infringement. It is a 

way of demarcation - Securing what is mine and what is yours.  

Simple shift – certain jurisdictions which view IP as an asset far more than others. In India, 

we are slowly moving towards viewing IP as an asset and not as just a tool for competitive 

advantage, which was the original conception of it. 

 

Audit/Due Diligence – The Right Bucket 

The first thing to consider when doing any due diligence exercise is to check whether what 

has been done to protect the IP is actually in the right bucket. There are different streams of 

laws for protection of intellectual property, trademarks, copyrights, and designs etc, each 

having their own rights and limitations. Some of them overlap with each other. In this case, 

the most important thing to do is to check whether the correct steps have been taken to 

identify the right bucket. If the basis of your business is built on goodwill, then the trademark 
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needs to be protected. If it is based on aesthetic appeal of your products, then the designs 

need to be protected.  

So, when there is an overlap, which bucket is to be chosen?  

It is imperative to choose the right bucket which is the one that gives you the most amount of 

protection. Each of these different buckets, or streams, have different obligations when it 

comes down to procedure, disclosure before filing, depending upon the rules of the 

jurisdiction.  

It is fundamentally important that the IP asset in question is identified appropriately and 

necessary and correct steps have been taken to protect it. 

 

Due diligence – in terms of ownership 

This is to ascertain whether the person who claims to own the asset in fact actually does own 

the asset. From a start-up perspective, most often there will be individual, partners and/or 

directors who hold and register the IP in their individual capacity and not necessarily in the 

name of the company. Sometimes there will be holding companies, subsidiaries and related 

companies who actually hold the IP. Looking at who owns what is a very important aspect to 

look at. 

A lot of the assignments, licenses and rights might have been already assigned,  but not 

notified. Hence, the assignments of various rights have to be identified.  

 

Strength and Quality of the IP 

It is not good enough that IP has been registered. The quality of the IP is essential. Due 

Diligence would also involve looking into prior art to deduce the likelihood of the right being 

granted at the end of the application stage. The actual merit comes down to the strength and 

quality of the IP. The veracity, exclusivity and validity of the IP has to be tested. 

The Sunken Ship Example: A Danish inventor came up with a very creative solution: pump 

buoyant bodies into the sunken ship to achieve sufficient upward lift to bring the ship back to 

the surface. However, in a 1949 Donald Duck comic, titled The Sunken Yacht a ship is raised 

by stuffing it full of ping-pong balls. The story goes that the Danish patent office refused to 

grant a patent to the inventor on the grounds of prior art, which was the Donald Duck comic 

strip using the same concept.  

The Spanish Irizar-SM Isuzu Example: The Irizar bus design was originally filed as a design 

application in Spain and then brought into India. Whe Irizar found out that there were 

multiple buses ready and being sold by SM which had an identical design.  They approached 
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the Court seeking injunction, relying primarily on their design rights. They had a design 

registration granted originally in Spain along with a certificate for design registration in India 

as well – it appeared that they should have had a good claim. However, while filing the 

priority application in India, they forgot to claim priority from the original or the home design 

application. Because of this, their application in Spain became prior art and therefore this 

design was not considered novel on Indian soil. They did not have the right to enforce their 

rights against a third party whose design might have been considered similar.     

 

IP Valuation 

The broadly accepted mechanism from the common methods from WIPO literature are: 

- Income – predicting the revenue that is going to come in through the utilization of that 

asset, could be from sales or licensing.  

- Comparable Market – analysing similar transactions, looking at a sale of a similar 

contemporary IP asset and using it as a benchmark  

- Cost Approach – evaluating the money and effort spent in the creation of it, the costs 

of replacing that or building it up from the start.  

 

Period of Protection  

Trademarks are perpetual and can be renewed repeatedly. Patents have protection for 20 

years.  You need to look at technology life-cycle. The use of technology which might be 

considered cutting edge right now might become obsolete far quicker than the life span of the 

patent. Copyright is protected for the lifetime of the creator with an additional 60 years. 

Designs are protected for 15 years; but what is considered aesthetically appealing has also 

become very volatile. In addition to this, some considerations are the strength of the IP, the 

exclusivity, jurisdiction agnostic, the stage of the lifecycle of the protection. It is not a 

specific science involving a lot of variables.  

 

Case Example: Media Company - Copyright Valuation 

Valuation of the IP asset in a media-based company based in India. The main purpose was to 

assign all the rights involved into a Singapore entity which would become a holding 

company. In terms of this, they had intangible assets:  

- Content on 79 YouTube Channels  

- 8 Commissioned Web Series 

- Acquired rights 275 Songs from 75 Movies 
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The exercise was pre-dominantly on the due diligence front and ascertain each of these 

contracts and rights vests with who, especially the rights which had been acquired. Very often 

there were rights for particular songs where the streaming rights and the mechanical and 

synchronization royalties had gone to different entities. The multiplicity of channels is good 

for creative aspect in terms of increasing avenues of revenue coming in;, but when it comes 

down to identifying who owns what and do all those rights still vest with them. A lot of this 

just comes down to agreements and what happens if the rights are acquired, depends on the 

due diligence exercise of that preceding transaction. 

We are moving towards an economy which is IP driven which makes it all the more 

important that IP starts to be viewed as an asset which can be monetized. 
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Technical Session 2:  
On Theme: 

CREATION OF SECURITY INTEREST IN IP ASSET 

 

Mr. Anandaday Mishra, Advocate, Founder-AMLEGALS:  

 

Mr.Anandaday Mishra  began the presentation by stating how the creation of security in IPR 

assets is at a very nascent stage in India, and is yet to gain popularity. However, we do have 

certain cases like the Kingfisher case in this regard, which was infamous for various reasons. 

 

He stated that there are various aspects related to the creation of a security in IPR assets. Of 

late, there is an increasing trend in this direction, even during the COVID-19 pandemic. He 

referred to the recent proposals released by the Finance Minister that concern this area and 

make it possible for SMEs also to put their IPR assets to use and create more IPR assets for 

their financial needs.  

 

He then referred to the working of traditional lending in India, in order to explain how the 

regime for the creation of a security interest in IP assets will work. In traditional lending, the 

borrower offers a movable or immovable property which is tangible, and the bank (the 

lender) mortgages it as a collateral property and lends money to the borrower. He said that a 

security interest generally arises pursuant to an agreement between a creditor and a borrower, 
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where the creditor requires more than just a commitment to repay. So, in cases of intellectual 

property secured financing, the commitment will be through the collateral interest, which will 

be created in the intellectual property. 

 

He then discussed the international and national legal framework in this regard. He said that 

the proposal of IPR security as an asset was addressed by the UNCITRAL through the 

legislative guide. The UNCITRAL legislative guide observed that the security rights over 

intellectual property may be created by a written agreement between the borrower or 

guarantor and the secured creditor. This was taken ahead by India in 2016, by way of the 

National IPR Policy. The main objective of this Policy was to enable valuation of IP rights as 

intangible assets by application of appropriate methods and guidelines, to facilitate the 

securitization of IPR and their use as collateral by creation of enabling legislative, 

administrative and market framework. This will also help in unlocking IP assets through 

commercialization, which in turn can bring liquidity for companies (whether MSMEs or 

other companies), by allowing them to offer their IP as a security asset.  

 

Mr. Mishra then went on to discuss the types of transactions involved in the creation of 

security interest in IP assets. The first transaction that he referred to was mortgage, the most 

popular transaction, where the borrower retains ownership but grants an interest of the IP to 

the lender. The second transaction was licensing, where the lender takes ownership and then 

licenses it to the borrower. The third transaction involved the revenue, which is generated 

from intellectual property, which can be used by the borrowers as a security for a loan. 

However, Mr. Mishra stated that the first two types of transactions, i.e. mortgaging and 

licensing, are more common and popular.  

 

He then discussed how the OECD has also created certain IP-backed financing, which 

focuses on direct collateral, securitization, sale and lease back and venture debt. So, the 

collateral in the context of IP could be, future cash flow from existing IP assets or right to the 

underlying IP assets itself, in order to provide recourse for the lender in the event of default in 

the repayment of the loan amount. 

 

Mr. Mishra then explained the various types of intellectual properties that can be utilised for 

creation of security. It comprised the traditional IPR, which consist of patents, trademarks, 

copyrights, and designs. These traditional IPR have a shelf life. The shelf life of copyright, 
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patent or design and its renewal period are important considerations, for the purpose of 

creation of a security interest in an IPR asset. These also includes trade secrets, confidential 

information and goodwill. It also comprises the sui generis forms of intellectual property, 

such as plant breeders‟ right and semi-conductor integrated circuit layout, which are very new 

concepts in India and are yet to be developed. 

Mr. Mishra then referred to the existing judicial and legislative framework, which supports 

the creation of security interests in IP assets. He stated that there are two types of laws in this 

regard- 

1. The general laws, which include the Companies Act, SARFAESI Act, and the 

Contract Act.  

2. The special laws, which include the Patent Act, the Designs Act, the Trademarks Act 

and the Copyright Act. 

 

Under the general laws, the Companies Act provides that a company may create a charge on 

its property or assets or any of its undertakings, whether tangible or otherwise, situated in or 

outside India. Mr Misra opined that,  however, there is a catch, since a property (for instance, 

intellectual property), which is registered outside India, cannot be offered as a security in 

India, unless it is also registered in India. So, this is a big challenge. It is a grey area since the 

jurisdiction plays a pivotal role in the creation of a security on an IPR asset. Moreover, the 

SARFAESI Act deals with the creation of a security at the time of debt restructuring. It 

defines a „security interest‟ to mean any right, title, and interest of any kind whatsoever upon 

property, created in favour of secured creditor and includes mortgage, charge, hypothecation 

and assignment.  

 

Among the special laws, the Patent Act provides for the recording of any security interest 

which is created by an assignment, license, and mortgage or otherwise. Although the 

Trademark Act and the Copyright Act do not have a specific provision in this regard, Section 

37 of the Trademark Act does allow the proprietor of a registered or unregistered trademark 

to assign his rights in the said trademark either with or without the goodwill associated with 

such trademark. Here again, there is a grey area. This is because the law says that in case a 

dispute arises, a right exists even in relation to an unregistered trademark or copyright (as per 

the Trademark Act and the Copyright Act), subject to certain sine qua non conditions and the 

satisfaction of the court of law. However, for the purposes of creation of a security interest, 

the IP asset has to be registered, otherwise banks will be reluctant to create any charge in 
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relation to such unregistered trademark or copyright. The Designs Act also contains 

provisions similar to the Patent Act in this regard.  

 

Mr. Mishra then discussed several grey areas, in regard to which the legislative framework is 

yet to develop, as to how the new IP regime has to be implemented, in the wake of the IPR 

Policy, 2016. He also referred to the recent talks to create a framework for the offering of 

loan on IPR assets. However, there a lot of issues which still need to be addressed, with 

respect to this area of the law. 

 

Mr. Mishra then moved on to discussing how this issue of the creation of a security interest in 

IP assets overlaps with the Income Tax Act, under which goodwill is considered to be an 

asset, which can even suffer depreciation. He also stated that the RBI has come out with 

certain guidelines in this regard, however, they are still at a very nascent stage. According to 

him, we need many more exercises and committee reports, before proper implementation can 

be ensured in this area. Further, he referred to accounting standards like the AS24, AS26, and 

AS28 etc. which address how intangible assets like intellectual property are to be recognised 

and incorporated in the balance sheet.  

 

Another significant aspect connected with the creation of security interests in IPR assets, as 

stated by Mr. Mishra, is insurance. He discussed how just like any immovable property which 

is offered for mortgage or as a collateral security, there will be a huge requirement of 

insurance of these IPR assets as risk will be associated with these IPR assets due to 

infringement or situations like where the rights have already been assigned to some other 

person, who cannot be traced. He, however, lamented that India needs a model on lines with 

those existing in UK and Canada.  

To explain this point, he took the example of a case involving the Canara Bank. The Supreme 

Court in that case held that the defaulter cannot assign the trademark after a default has 

already taken place, because there was no assignment of the trademark to the bank at the time 

of taking the loan. The Court held that the trademark could not be assigned to the bank, since 

the bank was required to carry out banking activities, not to indulge in using the trademark 

and selling a particular commodity (in that case, it was agarbatti).  

 

Mr. Mishra also pointed out how both the banks as well as the borrowers have to look at the 

time limit and the legal validity of the IP asset, which have a huge significance in this area. 
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He also stated that the IBC is another area, which overlaps with the area of creation of 

security interests in IP assets, as highlighted earlier by Prof. Dave during his presentation. 

Mr. Mishra referred to a matter, an agreement had been signed as per which, as soon as a 

default took place, the trademark was to be assigned to a particular person from whom the 

loan was taken. However, this person was not a part of the CIRP (Corporate Insolvency 

Resolution Process). So, during the CIRP proceedings, the RP detected another agreement, 

under which the trademark had already been assigned to a third person, who was not 

connected with the company in any way. However, since it was only a subsidiary company, 

the matter got settled before it could be filed as an application in the running CIRP. Thus, Mr. 

Mishra thus concluded by highlighting the interplay between the IBC, IPR and arbitration, 

looking at the structure for IP financing in India. 

 

Prof. Dave, the chairperson, asked the presenter about the procedure for giving a notice in 

this area and whether a recordation was to be filed at the Indian Patent Office, after getting 

the security interest in an IP asset. Mr. Mishra responded by stating that the legal framework 

in India for patents involves a different regime. However, as soon as there is a contravention 

or infringement with regard to a trademark etc., a notice has to be served and if the issue is 

not resolved, then a suit has to be filed in a court of law, for an injunction against the 

wrongdoer. Mr. Mishra also discussed the other limited remedies available in this regard. He 

also referred to the pre-grant opposition and the post-grant opposition that can be filed, with 

respect to a patent which has been granted. Further, in the case of trademarks, if a person has 

applied for registration of the trademark, and it is published, then a notice of opposition can 

be filed with respect to that. 
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Technical Session 3: 
 

On Theme: 

 Perfection/Registration of Security interest in IP Asset: 
 

Prof. Sudipta De Sarkar began his presentation by locating the “perfection” of security 

interest as the step that lies after creation, but before enforcement.  

Raising the question of Why do we “Perfect” the Security Interest, he explained that 

perfection of security interest achieves the following: 

 Superiority of rights in comparison to others.  

 Completes the creditor‟s claim on the collateral, thereby effectively securing the debt. 

Perfection is not just limited to IP and applies to other kind of assets as well. The 

creditor is now in a position to realize, repossess or liquidate the collateral, securing 

the loan in case of a default.  

 Serves as notice of an encumbrance on the collateral: While registration of the grant 

of the IPR itself may often not be compulsory, this notice is different, and it serves as 

a notice of the encumbrance on the IPR. This helps avoid a lot of fraudulent 

transactions, such as where the same collateral is pledged to more than one creditor. 

Hence, mere security creation is not enough. We have to take a step ahead with the 

perfection process whereby such creation is recorded, publicized and also available 

for search by interested parties.  

 Alerts future creditors who may be taking security over the same collateral, as the 

previously charges are now recorded. 

 Avoids secret liens. 

 Perfection & priority: Priority of Security interest can depend on priority of 

perfection; for example, where there are competing claims from a secured creditor 

with a perfected security, as well as a secured creditor with an unperfected security. 

While there are exceptions where the subsequent creditor might prevail, generally 

speaking perfection and priority often lead into one another. 

He then highlighted the Modes of Perfection: 

 

 Most commonly, perfection by filing is used (including IP transactions).   
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 Perfection by possession is used in case of Negotiable Instruments;, but this mode is 

ruled out in a lot of assets including IP assets, because the possession of the asset is 

necessary for use with the debtor.  

 Perfection by control is seen in case of deposit accounts, which are subject to control 

by banks.  

 Purchase Money Security Interest is something we often find in consumer practices. 

 

He then moved on to the topic of Perfection in India, highlighting the various statutory 

provisions relevant to perfection: 

 Indian law recognizes registered mortgages as well as equitable mortgages. 

Registered mortgage is generally much safer as it involves documentation and 

recording of rights with the sub-registrar, as opposed to equitable mortgage. In 

registered mortgage, it is also the responsibility of the lender to maintain the IP by 

renewing any necessary registrations in order to ensure continued protection of its 

security. Registered mortgages include additional stamp duty and expenses but are 

certainly more secure. However, equitable mortgages are often more preferred in 

banking transactions, where the lender only takes possession of the relevant 

certificates and other title documents of the IP together with the mortgage instrument, 

and the mortgage instrument (or the primary loan instrument) includes terms as to any 

triggers for when further steps may be taken to perfect the security interest.  

 Section 68 of the Patents Act 1970 contains a formality that needs to be adhered to. It 

permits a mortgage, or creation of any other interest in the patent and lays down the 

procedure to be followed thereafter. The procedure for perfection can be found by 

reading Section 69 and 72 of the Act together. We see here that this is open for 

inspection for anyone trying to look at the nature of the collateral and existing 

encumbrances on it.  

 We see similar provisions in sec 30(2) of the Designs Act 2000, where creation of 

mortgage or any interest is recognized, and the records are likewise available to the 

public.  

 Coming to trademark and copyright statutes, we are talking about “assignment” only 

and there is no mention of “mortgage” and “interest”. Hence, we must begin with the 

term “Assignment” and see whether that covers creation of any kind of security 

interest or not. For example, Sections 18 and 19 of the Copyright Act, and similarly 
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Section 6???? of the Trademarks Act only mentions assignment. Sections 38 and 39 

of the Trademark Act further mention how registered and unregistered trademarks 

may be assigned with or without goodwill. These two sections belong to a broader 

chapter that details assignment of trademark in more detail. 

 There is a clear statutory distinction where we have patents and designs on the one 

hand, and trademarks and copyright on the other. Can we treat assignment as creation 

of security interest, or was it the legislative design to avoid creation of security 

interest beyond assignment in case of trademarks and copyrights and if so, what is the 

reason? This is a question that can be explored.  

 Moving to Sections 22 and 23 of the SARFAESI Act, we have a Central Register for 

entering particulars of transactions involving creation of security interest. Reading it 

with Securitization Rules 2016, we see that rule 2(c) particularly covers creation of 

security over IP assets for these purposes. These records can be accessed on 

CERSAI.org.in – it is a paid search service, but we can see from the drop-down menu 

that there is an asset-based search containing headings for all the various kinds of IP, 

and for some reason a separate heading for “IPR” generally. A company-based search 

is also available.  

 Similarly, we can look at Section 77 and 81 of the Companies Act 2013, which 

imposes a duty on companies to register any charge created on its own assets, 

including intangible assets, with the Register of Charges. The relevant filing here is 

FORM NO. CHG-1 which specifically mentions patents, trademarks, copyright, 

licenses, goodwill, etc., as options under the heading “Types of Charge”.  

 Even LLPs can create charge over IP assets and the LLP Rules 2009 similarly cover 

these types of charges.  

He then raised Some Questions to the participants for consideration: 

1. As raised earlier, why does trademark and copyright law do not expressly talk about 

mortgages? 

2. Can we use the term “Assignment” to create security interest? Normally understood, 

assignment is a full transfer or rights, title and interest. But there are cases where a 

security interest is structured not as a total transfer of rights, title, interest but merely a 

transfer of the right to claim a debt, that is, a device to secure the indebtedness. There 

have been attempts to clarify this, but it is important to note that both interpretations 

exist. 
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3. For trademarks, the secured creditor may not have any commercial use for the mark 

as was used by the proprietor of the mark. If the creditor is holding the trademark in 

such a capacity, “ is this considered as trafficking of marks?” This is a risk to be 

considered. 

4. A suggestion worth exploring is setting up a separate registry for IP Security distinct 

from CERSAI, as is done in other countries. Looking at the stage of IP Financing in 

India, is this suggestion worth considering or is it premature? 

 

 

 

He then displayed some data to show how the SHARE OF INTANGIBLES AS SECURITY 

INTEREST IS ON THE RISE. This is a positive scenario for all countries investing in a 

knowledge economy as India is. If we can have structured financial practices involving banks 

and traditional finance institutions, we can tap into this potential! As of now, most of the 

leading banks involved with intangibles are US based. Patent collateral trends recorded by 

USA banks from 1980-2016 reveal a cautious start but the last few years saw a massive 

upsurge. Hence, trends suggest greater involvement of banks in IP collaterals. Further, British 

data from Enterprise Finance Guarantee Backed Loans suggests that the default and loss rates 

are much lesser for IP-backed credit. Hence, these are lessons that India can replicate.  

He concluded with a few predictions on WHAT WE CAN DEFINITELY EXPECT:  
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 Practices to ensure holistic implementation of the objectives stated in the National 

IPR Policy 2016 regarding IP financing. Participation of traditional banks or at least 

the NBFCs will be crucial in fulfilling them.   

 Similarly, judicial understanding of the specific needs of IP financing will be needed. 

Referring to the Canara Bank case, he said that the courts needed to be more flexible 

and not force strict interpretations of what business activities banks can do under the 

Banking Regulation Act. If they want to finance using IP security, they may have to 

look at activities beyond the ambit of Section 6 of the Act.  

 For understanding various legal and practical terms in IP financing, we have been 

relying on texts such as USA‟s Uniform Civil Code and the UNCITRAL Legislative 

Guide on Secured Transactions Supplement on Security Rights in IP. We can learn a 

lot from such instruments to develop a more holistic IP financing system in India.  

With this, he concluded his presentation. Dr. Dave pointed out how perfection of IP with the 

USPTO and the Registrar of Copyrights is very clearly stated in the US Federal Law; but the 

Indian law is ambiguous on place of perfection, especially with copyright and trademark. 

Prof. De Sarkar replied that recordation of the grant of the IP itself is clearly provided in the 

statutes, but the recordation of the security interest seems to be only with the CERSAI. Dr. 

Dave further asked whether recordation with the CERSAI constitutes providing legal notice. 

Prof. De Sarkar stated that in his understanding, it would, and pointed out that it constitutes 

searchable public information. Dr. Dave commended the idea about a special registry for IP 

security interests and noted that any statute setting such a registry must ensure that 

recordation with it constitutes public notice. Prof. De Sarkar replied that this is certainly 

something we can look forward to, but perhaps far-fetched given where India is current 

placed. Dr. Dave nonetheless urged Prof. De Sarkar to take the idea forward and with that, he 

concluded the session.  
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Technical Session 4  
 

On Theme 

Enforcement of IP Asset Security Interest 
 

 Mr. Pramod Rao, Group General Counsel, ICICI Group, stated that, IPR financing in India is not 

new. In 1998-99, Mr. Rao, while at erstwhile ICICI Limited, worked with the firms Anand & 

Anand as well as Amarchand Mangaldas to create an entire financing proposition against the 

security of intellectual property, spanning all the types of security assets of intellectual 

property and marrying the concepts as it were, of both law of security and intellectual 

property. When it comes to IPR and financing, one needs a clear understanding of what that 

intellectual property really represents for the economic enterprise. 

The law of enforcement that governs banks is found in The Securitisation and Reconstruction 

of Financial Assets and Enforcement of Securities Interest Act, 2002 (SARFAESI Act) and 

The Recovery of Debt Due to Banks and Financial Institutions Act, 1993 which governs the 

DRTs as institutions. For non-banks, it is the civil courts that must be approached for 

enforcement.  

There are 3-4 types of security that is taken – the traditional types such as mortgage, 

hypothecation, charge, etc; and each of the different types of intellectual property lend 

themselves to various security types. Therefore, regarding trademarks, one would 

traditionally take it as either a mortgage (along with the goodwill and underlying business 

that the trademark is associated with) or as a hypothecation. Both of these are registered in 

the Register of Charge with the Registrar of Companies, so they act as a public notice.  

While the Trademarks Act itself does not speak about registration of security interest, there 

exists a practice of the lender filing a notice about the creation of security interest over the 

trademark, with the Registry. However, for lenders/creditors, the Register of Charge acts as a 

notice.  

Equally, for copyright, lenders normally take security by way of assignment for security. The 

assignment deed is stipulated and executed. If there is a default, that assignment becomes 

absolute and there can also be mechanisms such as escrow to safeguard the copyrighted 

material if and when a default arises. Another practical approach is taking charge over the 

receivables from copyrighted materials as those may be intrinsically valuable outside of the 
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business enterprise, unlike, say a trademark. This may also be true for other types of IP 

security interests. Both the Patent Act and the Designs Act recognise and allow for the notice 

being entered directly into the Controller‟s books.  

 

CHALLENGES:  

1. Valuation of IP - Other than the traditional means of valuation, one of the key aspects 

to bear in mind is that as a matter of fact, IP can also deteriorate in value over a course 

of time. It could be due to a loss in market share, deterioration of financials, 

involvement in controversies or legal proceedings or it could be a developing negative 

perception of the trademark itself. For example, the Kingfisher case is relevant here. 

Kingfisher Airlines had offered trademarks valued at Rs. 4000 crores as security to 

the bankers. However, when it came to enforcement, the reserve price fixed was not 

even 1/10
th

 – just about 300 crores. Even at that time, it failed to attract bidders 

because of the negative perception that had already developed around Kingfisher. 

Also, the industry that the brand belonged to was affiliated/associated with the airline 

industry. However, we must remember that Kingfisher is also a surrogate brand used 

by United Breweries. United Breweries was not the brand that bidders would have 

been getting, they would only have been getting the brand for airlines. So clearly the 

value had deteriorated, both considering the industry context and also the negative 

perception that had developed by then.  

 



DPIIT CHAIR ON IPR, NATIONAL LAW SCHOOL OF INDIA UNIVERSITY, BENGALURU 

 

Sponsored by Ministry of Commerce and Industry, Government of India                     page no 28 

 

2. Inability to Exploit the IP – A lender may get possession of IP due to a default, but 

there may not be enough players to exploit that IP, or the lender may itself lack the 

required expertise. In this case, clearly the IP valuation might deteriorate. Tangible 

assets such as land/factory are eventually capable of always finding a buyer at some 

price; but in case of a locked-up industry, it might be difficult to trace buyers for the 

IP at the time that you need it the most.  

 

3. Reluctance to buy tainted IP – The fact that the company has gone into a downturn 

may also erode goodwill and this happens far more rapidly in IP than one can 

anticipate. So, when the going is good, the valuations are very good, but when the 

going is tough, the valuations start to plummet and therefore, it turns away potential 

buyers and puts the creditors at risk.  

 

4. IP is not Permanent and open to challenge - When it exists for such a limited period, 

the danger which arises is, if the lending is for long-term, one can actually end up 

with a problem if the intellectual property expires. There are also residual risks which 

exist in terms of trademarks as well as patents. Despite registration, these matters can 

get reopened even after a sustained period of time. For instance, a patent can get 

revoked on the petition of an aggrieved person. A trademark may also be cancelled if 

an individual emerges with an adverse claim. All of these run the risk of putting the 

lender at jeopardy.  

 

INDIAN CASE-LAW:  

1. Kingfisher Airlines case - There was a security which was obtained over the 

Kingfisher trademarks; but when enforcement was sought to be done, the failure was 

apparent. Both the auctions conducted did not attract any bidders at all. In that 

particular case, the lenders had chosen the method of hypothecation over the 

trademarks.   

 

2. Deccan Chronicle case – Much like the Kingfisher case, this instance does not give 

lenders any comfort at all. The bankers had obtained security on the mastheads over 

the newspaper trademarks. When it was going to be auctioned, there was an inter-

creditor issue. The inter-creditor issue was eventually tackled, and it was going to be 
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put to auction; but the promoters of this company ended up seeking an injunction 

from another court. While the auction was allowed to be continued, the Court also 

reserved the right to confirm the sale, hence scaring off any potential bidders.  

However, both the aforementioned high-profile cases are probably mired in fraud; so it is 

not truly representative, but they are, unfortunately currently shaping the judiciary and 

judicial reactions on this topic. 

3. Canara Bank case - The case involved a trademark in respect of incense sticks, being 

assigned by way of settlement, by the borrower to the bank and the bank was 

collecting royalty. The very fact that it was assigned in course of settlement and not 

originally obtained as security is what resulted in the deprecation by the Courts, that it 

was beyond the purview of what a banking company could do in normal course. 

Essentially, the bank is not meant to earn royalty from non-banking assets such as 

trademarks; but when they obtain security, we must remember that enforcement of 

security entails that it is put into the hands of a third party. That is essentially what a 

foreclosure of an enforcement of security entails. Therefore, if Canara Bank actually 

ensured that the incense sticks trademark was transferred to somebody who had 

manufactured those incense sticks, that would have been perfectly correct and exactly 

how a security interest is meant to work. This Judgment is not really a challenge in 

financing intellectual property as a base for security interest.  

Start-ups are the companies that actually require risk capital; but bankers end up 

financing for working capital or for extending long-term credit. For bankers, what is 

required is assets that are really valuable for periods of time. If a default occurs, the 

enforcement should ideally occur in a speedy manner where the full value of the 

intellectual property can be immediately realised. When that is not possible, the lenders 

will shy away from extending the finance against intellectual property.  

At the same time, is that valuable? Indeed, there is valuable IP being created every day – 

in the form of patents, copyrights and trademarks that have acquired enormous goodwill 

over the years. Banks continue to finance those; and it is not a nascent subject in India;, it 

has been happening for over 20 years. It just does not get much prominence, especially 

because we see high-profile cases that have not yielded great results for the banks.  
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SUGGESTIONS FOR CHANGE:  

1. Just like the Patent Act and Designs Act have specific provisions about charge, the 

same should exist for copyright and trademarks too. However, the Indian system of 

registration of charges with Registrar of Companies actually captures that and 

The Central Registry of Securitisation Asset Reconstruction and Security Interest of 

India (CERSAI) under the SARFAESI Act also works as a public registry. We do not 

need another registry as there are already too many. Consolidation and integration of 

existing registries is in fact, necessary. 

 

2. Easy availability and accessibility of IP registrations to understand ownership and 

security interest. If this is indexed in the Register of Charge or CERSAI, that would 

prove to be extremely valuable.  

 

Question posed by Prof. Raj Dave: If there‟s a default, the valuation is done by how much 

could be recovered from people who are potential infringers. So, if there is nobody infringing 

that IP, the value of that IP is close to nothing. What would banks do? 

Answer by Mr. Pramod Rao: If I was in the shoes of those bankers, I‟d look at who the brand 

„Kingfisher‟ was most valuable to. The answer would be to UB and Heineken who are the 

owners of that particular brand of beer. So, I would have suggested that, since this is a 

surrogate item that they‟re using, they should take it back from me at a particular valuation. 

Since ultimately at the time that it was mortgaged, the ownership was probably with Mr. 

Mallya and his holding company. But we know that there is a larger interest which his beer 

brand had that continues to use Kingfisher. Therefore, you‟d have to analyse where the actual 

brand lies. Taking the classic example of Richard Branson with his „Virgin‟ group. Virgin is 

the brand he attaches to the activity he‟s doing – from telecom to space activity. It‟s the brand 

that has value, so we‟d want that to be sold back to Branson because if it goes into another 

pair of hands or the business shuts down, his other enterprises could also lose value.  
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Technical Session 5 

Special address by Mr. Philip S Warden , Partner of Pillsbury Winthrop Shaw 

Pittman LLP, San Francisco 

 

                                  “Let me describe this in context. We have been talking here 

theoretically and I have been listening to this excellent presentation for some time now. I 

want to navigate real situations that Prof Raj and I were confronted with a few years ago. We 

represented a very large computer and phone manufacturer who had learnt a new 

metallurgical process that was very strong and very light. I was for example given a paper 

clip and I was unable to bend it which was made of this piece of metal. So what the client 

wanted to do was to use this technology for computer cases specifically iPhone cases.  

 

The owner of the technology was not financially strong, in that, he had some applications 

through the sale of his alloys, military for gun barrels and for drill bits; but we didn't wanted 

for that he would not sell us the technology. So, what we did was ? We took a license in 

about 100 patterns and in as much as we thought that his financial situation was fragile, we 

took every precaution that we could think of. So, what did we do?   

 

                    We took a security interest in the patents, we got the important trademarks and 

the copyrights and what was our fear in the US and in many European countries, a trustee in 

bankruptcy or a debtor in bankruptcy, can reject or lawfully bring to an executory contract on 

an expired license. So what we had were 100 licenses that we paid a great deal of money for 

and we wanted to protect ourselves. We paid a lot of money upfront. One of the devices that 

we used was a „Bankruptcy remote entity‟ 

 

This was an entity that was separate from the licensor and the licensor had other creditors, the 

licensor had some problems; so we transferred all of the IP and all the patterns, copyrights 

and Trademarks to this bankruptcy remote entity which had no other business. It was sterile 

and free of these other problems. We incorporated it in Delaware and then, just to be really 
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sure we took a stock of the SPRE. We set it separately.   

 

We also wanted to guard against some of the bankruptcy trustees and debtors through 

something called „substitute consolidation‟. We did not want to have our rights, licenses and 

our investments compromised and consolidated into a common pot with all other creditors to 

share. So, we wanted it to be completely separate consistent with what you folks have been 

discussing. We took a security interest in everything. We took a security interest in the 

patents and we took a security interest in the copyrights and trademarks.   

 

                 In the US typical way to perfect your security interest under state laws is to perfect 

by what is called UCC one financing statement which is a public record which describes this 

security that one is taking;, so we perfect it or we take a security interest, we had a grant and I 

know you folks have been discussing Grants of security assets and we got an outright grant; 

Grant in all the IP. Then we perfect it and we perfect it both under State Law with the 

Secretary of state of the state headquarters of the licensor/debtor and we also perfected it in  

the patent office and the copyright office. 

  

We wanted to protect against the bonafide purchasers, and we did so. We filed a 

memorandum, so at the end of the day what we had was extensive security documentation. 

We inserted something that lawyers often ask: Can‟t you just simply put in a clause that if 

there is a problem we get certain rights automatically, the debtor has no interest in certain 

things that are automatically has no work under bankruptcy code; so called ipso facto clauses 

which have a negative result to the debtor automatically. So after the end of all of the work 

that Raj and I did to take both security interests under the State and Federal law by creating 

this bankruptcy remote entity took a pledge;, we did everything that we could think of. So 

what happened? The answer is nothing happened, that‟s the good news.   

 

Prof Raj: Maybe I can stop you here if you don't mind. Can you also tell them not only did 

we perfect the record, perfect the security interest in the US; but there were so many 

worldwide patents and we have to go on perfecting the security interest all over the world and 

this becomes very tricky as every country has its own different laws. So you have to then 

make sure that you understand what the laws for recognition are, and perfection of the 

security interest in each and every country and it was a whole process. What we did was a 

huge task; so can you give them some idea about how much work we put in for this one 
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single deal?   

 

Philip: I probably should not disclose the amount of the bill (laughter from the audience) but 

I will say that  …  

 

Prof Raj: You can sort of tell them!  

 

Philip: It was a lot of work to perfect all over the world; it gets awfully expensive but in this 

case here's what the client‟s risks were. If we spend a lot of time obtaining the technology, 

then we had to set up a foundry to actually produce the metal for our specific application. 

Then we had to market the idea that we had a superior product, so how much money was at 

stake? The risks were in the hundreds of millions of dollars. So what did we do?   

 

We perfected in every country where we thought there would be a problem and every country 

where we thought the client had a major presence and where the debtor/licensor had 

previously or currently licensing the Technologies I mentioned. We took specific licenses in a 

specific field of use and not a general license; but specific fields of use for the applications 

that we wanted to. We went around the world and took measures to perfect our security 

interest in all of the major economies of the world. I hope I have answered your question.   

 

Prof Raj: How many hours did we put? (Philip responds 400) So these types of projects are 

not small projects;, it took us 400 hours to do this to do this task of getting these 

arrangements done, getting the bankruptcy remote entity created, perfecting the security 

interest. All of this is a lot of work and it takes a lot of time. Please continue Philip.   

 

So to put this in context, I created a hypothetical: If there is a licensee in India who wants to 

license a software from a US entity then even the strongest companies in the US occasionally 

get into financial trouble specifically Gas and electric. For example, the largest utility in 

California has been in bankruptcy twice. I think the plan was 53 billion dollars. So, what can 

you do in a situation such as you can protect yourself like Raj and I did previously? We took 

a security interest in the intellectual property that was the subject of the license.   

 

We made sure that there was a written security interest with a grant of rating security interest 

with us in our example in the software. So what are we securing? Most speakers said money 
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when actually we were securing performance. When you're securing software you want 

unfettered use of the software or do you want the licensor to continue to upgrade or most 

importantly debug (i.e., make your software actually do what it is designed to do) and protect 

against anyone who alleges infringement or tries to interfere in some fashion.  

 

So, we took a security interest in performance, performance in all of the duties. We also 

perfected under State and Federal laws. Some people can tell you that for a software patent 

all you need to do is file with the secretary of state; whatever it is that doesn't cost much to go 

ahead. It doesn't cost much to perfect and that is what should be done if there is a lot of 

money involved is to put up a remote entity to guard against the resolution of the 

consolidation to protect oneself from other creditors.  

 

There is one final device that I use to protect myself, especially with software. With a 

software license you get an object code and not the source code. Well, if you need to debug 

or upgrade or enhance your software you need the source code. But will a licenser allow you 

to have that? The answer is no. Software developers are very jealous of the technology and 

they do not want you to see that or have access to that. So what do you do? We created a 

source code escrow and one of the big 04 accounting firms often will act as the source code 

escrow. 

Also let me mention, because I‟m sure someone will ask this, in the US the situation of 

rejecting executory contracts and particularly the copyright licenses and patent licenses 

became so prevalent that the Congress enacted a few years ago an amendment to the 

Bankruptcy code called s 365N and what that does is that it allows you to continue to use the 

technologies which is the subject of the license, subject to some very severe restrictions. Here 

is the problem at least in part that we evaded.  

 

If you pay 10 million dollars for a license on the first day, then your ongoing license payment 

is, let's say, a million dollars. The trouble is that you pay most of the money of and so if after 

2 months the licensor files bankruptcy and then says to you: Hey mister licensee, I am going 

to reject, I am going to breach and lawfully breach this license you will be left with nothing 

will be left with no rights whatsoever.  

 

So what the Congress has done now is that you can make an election ticket and what you can 
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do now is that the licensor may be out of business and he no longer has to debug or manage 

or upgrade your license. So there are some rights protecting against rejection, but they do 

have some important limitations. With that, I think out of time.   

 

Prof Raj: Thank you so much Philip. I think we had a very good discussion with a lot of 

theoretical discussion ending up with Philip‟s practical life experience. I can tell you, as I 

said at the very beginning of this roundtable; this is a very difficult subject area as it requires 

you to master IP and bankruptcy. Unless you combine the knowledge of the two it's going to 

go to. How do you put it in practice is the question?”  

 

 

 

Concluding Remarks 
 

Prof Ramakrishna: “I think this roundtable was really, a very useful and insightful exercise 

for various reasons. As said, input from the practical and academic perspective combined, I 

fully agree with the fact that these are complicated and tough areas to navigate and address. 

 

Prof Ramakrishna then thanked all participants and panellists on behalf DPIIT Chair on IPR 

& CIPRA of NLSIU, Bangalore for their wealth of knowledge that they brought to the table. 

He summarized the major points presented by all the speakers and appreciated their inputs 
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from an academic perspective and for raising various practical issues faced by bankers and 

patent attorneys.  

 

Thereafter, Mr.Jnana Teja thanked everyone for taking out the time for the roundtable 

including Prof Ramakrishna, DPIIT Chair on IPR & CIPRA and National Law School of 

India University, Bangalore for their continued support in making the conference a success. 
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