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How to Manage IP
Issues in Merger and

Acquisition

Transactions:
A Cyprus Perspective

Intellectual Property (IP) is often one of the
most valuable assets in a business acquisition,
making it a key driver in mergers and acquisi-
tions (M&A). Whether a company is acquiring
patents, trademarks, copyrights, or trade
secrets, ensuring the effective transfer and
protection of these rights is crucial to the
success of the transaction. In Cyprus, a growing
hub for international business and technolo-
gy-driven enterprises, proper management of [P
issues in M&A transactions is particularly
significant.

Both buyers and sellers need to conduct thor-
ough due diligence and implement strategic
measures to mitigate risks and maximise value.
This article explores the key IP considerations
in M&A transactions from a Cyprus legal
perspective.

1. Conducting Thorough IP Due Diligence

Due diligence is a critical step in any M&A
transaction, particularly when IP forms a signif-
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icant portion of the target company’s value. The
key objectives of IP due diligence in Cyprus
include:

a. Ownership of Title

* Buyers must verify that the seller has clear
and undisputed ownership of the IP assets
being transferred.

» [t is essential to review corporate records,
employment agreements, and assignment
documents to confirm that IP rights have
been properly transferred to the seller from
employees, contractors, or previous owners.

b. Registration and Validity

* Buyers should ensure that patents, trade-
marks, and other registered IP rights are in
effect in Cyprus and other relevant jurisdic-
tions.

* Cyprus is a signatory to international IP
treaties such as the Madrid System (for trade-
marks) and the European Patent Convention,
which means that buyers may need to check
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international filings as well.
c. Third-Party Rights and Encumbrances

* Intellectual property may be subject to liens,
licenses, or security interests, which could
affect the buyer’s ability to use or monetise
the assets. Conducting a due diligence review
is necessary for identifying any potential
liens related to prior loan agreements. If such
a lien is found, a deed of release should be
executed.

* Reviewing existing license agreements or
other agreements is critical to understand the
scope of any third-party rights.

2. Structuring the Transaction to Protect IP

Once due diligence is complete, it is crucial to
structure the transaction properly to avoid
post-closing disputes and to facilitate IP trans-
fer. Key considerations include:

a. Asset vs. Share Purchase

* In an asset purchase, buyers acquire specific
assets, including IP, rather than the entire
company. This structure allows for a more
controlled transfer of IP rights while avoiding
hidden liabilities.

* In a share purchase, buyers acquire the entire
company, including its liabilities. In this case,
warranties and indemnities regarding IP
should be negotiated carefully.

b. Assignment and Licensing Agreements

* IP rights should be formally transferred
through written assignment agreements that
comply with Cyprus IP laws.

* In some cases, licensing rather than full trans-
fer of IP rights may be preferable, particularly
if the seller wants to retain some control over
the IP or the buyer wants to limit liability
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exposure.

c. Regulatory and Competition Law Consid-

erations

Certain IP transactions may trigger regulato-
ry scrutiny, particularly if they result in
anti-competitive practices or monopolistic
control over key technologies.

As a member of the EU, Cyprus adheres to
EU competition law. Therefore, transactions
involving businesses with significant intel-
lectual property should be evaluated for com-
pliance with antitrust regulations, which
prohibit agreements that could limit competi-
tion.

d. Valuation of IP assets

Evaluating intellectual property assets is crucial

IP is often the most

valuable asset in M&A
transactions

for assessing their value. IP valuation is a

process to determine the monetary value of

subject IP. Valuation is undertaken under a wide

variety of different circumstances including

licensing, franchising or sale of IP assets but are

not confined to those circumstances. Other

circumstances include M&A, joint venture,

donation of IP assets, investment in R&D and

more.

3. Warranties and Indemnities, and Risk

Mitigation

To protect both parties from future disputes,

[P-related warranties and indemnities should be

carefully negotiated.
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a. Key Warranties for Buyers

* The seller owns the IP free from encumbrances.

* The IP does not infringe on third-party rights.

e There are no ongoing or threatened IP
disputes or litigation.

b. Indemnities for Buyers

* Buyers should seek indemnities from the
seller in case of future IP infringement claims
or title disputes.

* The indemnities should be broad enough to
cover legal costs and potential damages.

4. Post-Transaction IP Integration and Strategy

Successfully closing an M&A deal does not
mark the end of IP considerations. Buyers must
have a strategy in place to integrate and protect
the acquired IP.

a. IP Portfolio Management

Buyers should update Cyprus, European and
international IP registries to reflect ownership
changes.

b. Employee and Third-Party Agreements

* Employment and contractor agreements
should be reviewed to ensure that newly
acquired employees are contractually bound
to assign future IP to the buyer.

* Confidentiality should be reinforced as
necessary.

The below are examples which illustrate the
critical importance of thorough IP due diligence
in M&A transactions. Failure to fully under-
stand and secure IP rights can lead to unexpect-
ed challenges, while strategic acquisitions of IP
assets can provide significant competitive
advantages.
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1. Volkswagen’s Acquisition of Rolls-Royce
and Bentley (1998)

In 1998, Volkswagen (VW) acquired
Rolls-Royce and Bentley from Vickers PLC.
However, VW overlooked a critical IP issue: the
rights to the “Rolls-Royce” trademark were
owned by Rolls-Royce plc, the aerospace com-
pany, which had separately licensed the name to
BMW. As a result, VW owned the car designs
and manufacturing facilities but not the rights to
use the Rolls-Royce name on vehicles. This
oversight led to a complex arrangement where
BMW acquired the rights to the Rolls-Royce
name for $78 million, and VW continued
producing Bentley vehicles.

2. Google’s Acquisition of Motorola Mobility
(2012)

In 2012, Google acquired Motorola Mobility for
$12.5 billion, primarily to obtain Motorola’s
extensive portfolio of over 17,000 patents. This
strategic move was aimed at strengthening Goo-
gle’s defense against patent infringement
lawsuits targeting its Android operating system.
The acquisition provided Google with signifi-
cant leverage in the mobile technology sector
and highlighted the value of IP assets in compet-
itive industries.

3. Facebook’s Acquisition of Instagram
(2012)

Facebook’s $1 billion acquisition of Instagram
in 2012 was driven by Instagram’s rapidly
growing user base and strong brand identity.
While Instagram had minimal revenue at the
time, its trademarks and user engagement were
viewed as valuable IP assets. The acquisition
allowed Facebook to expand its footprint in the
mobile photo-sharing market and demonstrated
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how brand value and user data can be critical IP
considerations in M&A transactions.

4. Roche’s Acquisition of IGEN and BioVeris

Roche, a global biotech company, initially
licensed the electrochemiluminescence (ECL)
technology from IGEN for its diagnostic prod-
ucts. Disputes arose when IGEN claimed Roche
was using the technology beyond the licensed
scope. To resolve the conflict and secure full
rights to the technology, Roche acquired IGEN
for approximately $1.2 billion. Subsequently,
Roche also acquired BioVeris, which held addi-
tional rights to the ECL technology, for $600
million. These acquisitions underscore the
importance of securing clear IP rights to avoid
operational disruptions.

In Line with the above analysis, is indicated that
IP is often the most valuable asset in an M&A
transaction, making its management a top prior-
ity for both buyers and sellers. In Cyprus, a
jurisdiction with a strong legal framework for
IP protection and a favourable business envi-
ronment, careful due diligence, proper structur-
ing of transactions, and strategic post-closing
integration are key to maximising IP value and
minimising risks. With careful planning and
legal expertise, businesses engaging in M&A
transactions in Cyprus can successfully make IP
to drive growth and innovation.
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