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CASE STUDY 
 

Theranostic Biotech is a biotech company conducting R&D for different cancer treatments 

based on the development of molecules in oncology through the exploitation of endemic 

plants on Reunion Island that must be functionalized to have properties for targeted actions 

on cancer cells via radiation activation. The development concerns skin cancer first and then 

other types of cancers, such as lung, pancreas and prostate. 

 

The patent belongs to an academic lab with the first bricks of the technology. 

 

The patent needs to be negotiated with a Chinese partner who will provide funding in a Joint 

Venture (JV) for the exploitation of the first application in skin cancers only.  

 

The purpose of the valuation is to assess the value of the patent in the context of this 

negotiation and then to use this value in the contribution in kind to the JV (the lab will 

contribute with the value of the above-mentioned patent to the establishment of the JV, while 

the Chinese partner will invest financial resources). 

 

The JV should concern only Europe, China and United States of America for exploitation, the 

rest of the world shall be exploited by another partner.   

 

We assume that the treatment will be used only once and will be sold for €10,000.  

 

We have estimated the cumulative clinical risk from phase I to Marketing Authorization to be 

11% The drug entered phase I clinical development last month. 

 

Diagnosis rate is at about 80%. 

 

Capability of treatment is at about 20%. 

 

Patent maintenance costs are up to €10,000 until 2025 and will reach €15,000 € after 2025, 

until patent expiration (21/01/2036). 

 

Tax rate is 25%. 

 

A statistic concerning the disease is provided. 

 

A benchmark study is provided. 

 

A statistic related to the clinical trials for cancer treatments is provided. 

 

A discount rate is provided. 

 

 1. Please use the risk adjusted Net Present Value (rNPV) method to value the patent in 

its simplest way. 

 

 2. Theranostic Biotech has finally decided not to partner the technology with the 

Chinese player. Instead, it is considering a financing round with a European Venture 



Capital firm. Theranostic Biotech will use the value of the patent (calculated in 

exercise 1) plus a step-up of 20% as its pre-money valuation. If the VC firm invests €2 

million in Theranostic Biotech, what % of the company will the current shareholders of 

Theranostic Biotech have after the financing round? 
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