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The five 
types of 
intellectual 
property 
insurance
Generally, there are five types of 
insurance products insurers may 
offer to manage risks related to 
intellectual property (IP):

Defensive IP insurance policies can protect 
an insured’s IP, products, and services from an 
external attack and can backstop an insured’s 
outbound indemnity obligations. A defensive IP 
insurance policy can cover:

• Defense costs and damages (including both 
settlements and judgments) arising from a 
third party’s allegation that an insured has 
violated the third party’s IP rights.

• Defense costs arising from a third party’s 
attempt to invalidate an insured’s patent, 
trademark, and/or copyright registration(s).

• Contractual liability (including both defense 
costs and damages) from an insured’s 
obligation to indemnify a customer if they are 
sued for IP infringement.

Offensive IP insurance covers the costs of IP 
enforcement matters such as an insured filing 
suit against a third party asserting that the third 
party has infringed the insured’s IP.

• Today’s offensive IP insurance policies 
generally require the prospective insured 
to have a particular suit (that is, a particular 
defendant or defendants and a particular 
cause of action) in mind before such a policy 
can be obtained.

Specific contingency insurance covers known 
risks and is appropriate for businesses seeking 
litigation buyout insurance or catastrophic loss 
protection for a known ongoing matter, including 
IP litigation.

• A subset of this form of coverage, known as 
judgment preservation insurance, can protect 
against the possibility of damages awarded at 
trial being overturned or reduced on appeal, 
thus “locking in” a plaintiff’s trial proceeds.

Trade secret value insurance can protect an 
insured from loss due to the misappropriation 
(theft) or unauthorized disclosure of its 
trade secrets.

• These policies can cover legal costs associated 
with pursuing trade secret thievery, such 
as requesting an injunction or a restraining 
order from a court, and can also repay the 
insured the predetermined value of the 
insured trade secrets if such measures 
are unsuccessful.

IP insured financing can secure the value of an 
IP asset when that asset is pledged as collateral 
to obtain a loan.

• By supporting an IP valuation with an 
insurance backstop, IP insured financing 
products allow growth-stage companies to 
obtain debt financing at a lower cost of capital 
compared with venture debt or tech banks.
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To continue to expand and reach their full 
commercial potential, growth-stage companies 
require capital. But what if a promising 
company’s assets are largely intangible — for 
example, intellectual property (IP) and key 
contracts? The intangibility of these assets 
makes it difficult for the company to obtain 
financing without relinquishing equity.
An intellectual property insured financing solution wraps IP and other 
intangible assets with a layer of insurance protection to allow debt providers 
to lend to growth-stage technology companies — broadly defined as any 
companies that use technology in products or to create products — at a 
comparatively low cost of capital and without requiring equity. The policy 
is designed to enable lenders to more confidently finance growth-stage 
companies, which can potentially result in a greater borrowing ability and 
improved terms. 
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Limited financing options for 
growth-stage companies
Growth-stage companies — whether backed by venture capital firms or not — often seek to borrow capital during or between equity 
rounds, but can face limited or expensive lending options. Traditional bank loans can be useful but may be available in amounts 
borrowers view as insufficient and may require restrictive covenants. Typically, banks will focus only on a borrower’s tangible assets 
when making lending decisions, with little willingness to consider the value of intellectual property and other intangible assets in 
evaluating loan size and/or eligibility.

Venture capital can also provide a source of funding for growth-stage companies but is typically offered in exchange for a portion of 
company ownership. Growth-stage companies can also attempt to secure financing via venture debt, but this may carry comparatively 
higher interest rates and require warrants.
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Potential 
benefits  
IP insured financing solutions can offer growth-stage companies an 
attractive, potentially more affordable option. Insured financing provides 
insurance to lenders on behalf of both venture- and non-venture-
backed growth-stage companies, which can potentially result in greater 
borrowing ability and improved terms that are specifically tailored for 
these companies. 

By insuring intellectual property and other intangible assets for the 
benefit of a lender, insurance policies can improve borrowing limits for 
growth-stage companies. These policies protect lenders’ exposures, can 
provide coverage for the full amount of a credit facility, and can allow for 
competitive financing terms with potentially higher loan limits than what’s 
available in the traditional debt market. If the lender seeks to accelerate 
recoupment of its investment due to a borrower default, the policy is 
designed to pay off the loan in full.

Underwriters are generally willing to provide this solution to companies 
looking to borrow between $15 million and $100 million so long as such 
companies have at least $5 million in annual gross revenue with positive 
to slightly negative cash flow, based on intellectual property and/or 
intangible assets. Loans are typically available to companies with Series 
B funding or later, though traditional sponsorship is not required. Loans 
feature an interest-only period with amortization thereafter, and interest 
rates that are typically lower than venture debt offerings, with no warrants.
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Company profile
Suitable growth-stage companies should be revenue-producing; underwriters 
typically require $5 million in annual revenue, with preferences for annual 
revenues of $10 million or greater. Although it is not necessary for prospective 
borrowers to have positive cash flow, underwriters will expect trending 
in that direction.

Underwriters evaluate borrowers’ intellectual property — including patents, 
copyrights, trademarks, designs, and trade secrets — and additional intangible 
assets, such as commercial agreements and other valuable contracts.

Loans are generally available to US-based companies that use technology 
in products or to create products — typically with Series B funding or later. 
Pre-revenue companies, those that require FDA or other regulatory approval, 
and those without a significant US presence generally fall outside the appetite 
of underwriters.

INSURANCE 
CAPACITY AND 
DEBT CAPITAL
Growth-stage companies may be frustrated by the 
restrictions and downsides of traditional bank loans 
and venture debt. Marsh is a marketing partner for 
a proprietary product developed by PIUS (Patent 
Insurance Underwriting Services), a managing 
general agent. PIUS CLip Notes (Collateralized Loans 
on Intellectual Property) may provide a better option 
for these organizations.

PIUS CLip Notes are private placement bonds issued 
by the borrower/growth-stage company and sold 
to qualified investors. Each bond is wrapped with 
PIUS’ proprietary insurance policy — based on a 
risk analysis on the company’s assets and a credit 
analysis on the financial feasibility — giving the 
bonds an A+ and NAIC-1 rating.

Because they combine insurance capacity and debt 
capital, PIUS CLip Notes provide organizations with a 
complete solution. This can offer borrowers a lower 
overall cost of capital, larger amounts of capital, 
more flexibility, and better matching of risk profiles 
to the cost of funds.

PIUS CLip Notes offers bond limits of $15 million 
to $100 million, an interest-only period with 
amortization thereafter. Cost of capital annually is 
typically 9.5% to 10.5% of the loan amount, inclusive 
of interest, bond structuring and placement costs, 
and insurance premiums.
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Why work with 
an insurance 
specialist?

For growth-stage companies interested in insured technology 
financing, Marsh is well-placed to assist. With in-house 
intellectual property and business financing expertise, our 
dedicated brokerage team can guide growth-stage companies 
through the process of obtaining insured technology financing, 
often at no additional cost to the borrower.
Marsh specialists can engage with insurance underwriters, including PIUS, to permit them to assess 
whether a company is likely to meet their underwriting requirements. The information generally required 
to complete such a review includes three years of financial returns and projections, capital structure tables, 
an investment presentation deck, and inventories of intellectual property and other intangible assets. If 
a company meets underwriters’ requirements and is attractive to prospective lenders, it may be able to 
secure a loan in as little as six weeks.

For more information on how Marsh can help growth-stage technology companies, contact your Marsh 
representative or:

Paul Murray 
Senior Client Advisor, FINPRO 
+1 212 345 1380 
paul.murray@marsh.com

mailto:paul.murray%40marsh.com?subject=


About Marsh
Marsh is the world’s leading insurance broker and risk advisor. With over 45,000 colleagues operating in 
130 countries, Marsh serves commercial and individual clients with data-driven risk solutions and advisory 
services. Marsh is a business of Marsh McLennan (NYSE: MMC), the world’s leading professional services 
firm in the areas of risk, strategy and people. With annual revenue over $20 billion, Marsh McLennan 
helps clients navigate an increasingly dynamic and complex environment through four market-leading 
businesses: Marsh, Guy Carpenter, Mercer and Oliver Wyman. For more information, visit marsh.com, and 
follow us on LinkedIn and Twitter.

Marsh is a business of Marsh McLennan. 

This document and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are not 
intended to be taken as advice regarding any individual situation and should not be relied upon as such. The information 
contained herein is based on sources we believe reliable, but we make no representation or warranty as to its accuracy. Marsh shall 
have no obligation to update the Marsh Analysis and shall have no liability to you or any other party arising out of this publication 
or any matter contained herein. Any statements concerning actuarial, tax, accounting, or legal matters are based solely on our 
experience as insurance brokers and risk consultants and are not to be relied upon as actuarial, tax, accounting, or legal advice, 
for which you should consult your own professional advisors. Any modeling, analytics, or projections are subject to inherent 
uncertainty, and the Marsh Analysis could be materially affected if any underlying assumptions, conditions, information, or factors 
are inaccurate or incomplete or should change. Marsh makes no representation or warranty concerning the application of policy 
wording or the financial condition or solvency of insurers or reinsurers. Marsh makes no assurances regarding the availability, cost, 
or terms of insurance coverage. Although Marsh may provide advice and recommendations, all decisions regarding the amount, 
type or terms of coverage are the ultimate responsibility of the insurance purchaser, who must decide on the specific coverage that 
is appropriate to its particular circumstances and financial position.
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