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For many businesses, intellectual property rights (‘IPRs’) represent an increasingly valuable asset class. While modern technology 
businesses, pharmaceutical companies and industrial enterprises may be among those most synonymous with having portfolios of 
IPR-rich assets, even the most unlikely of companies may have rights which are intrinsic to them and without which they would be 
unable to operate (or to do so as efficiently or as profitably) or would be significantly devalued.

As a class, IPRs are broad and varied. Depending on the context, there are rights beyond the best known (patents, trade marks and 
copyright) which may—or may not—be considered strictly to be IPRs, such as database rights, websites and their associated domain 
names, goodwill and contractual rights allied to IPRs. For further detail on the main types of intellectual property rights which an 
insolvency practitioner as office holder may encounter, see Practice Note: IP right comparison table.

Patents, design rights and trade marks depend for their existence and protection on being registered (at the Intellectual Property 
Office (IPO) in the case of UK rights). Other organisations administer rights elsewhere—for instance, European rights can be 
protected and are administered by the European Patent Office (EPO) while the World Intellectual Property Organisation (WIPO) 
administers certain trade marks and designs arising under international conventions.

A company’s IPRs could be a key asset should it get into financial difficulties, particularly where a licensed insolvency practitioner 
is appointed to act in a formal insolvency process, usually administration or liquidation. In some cases, the insolvency office-holder 
may not be a licensed insolvency practitioner, such as in the case of the appointment of a receiver who is appointed following the 
enforcement of a secured creditor’s security interests.

A primary responsibility of an office-holder is to realise the assets of the company, including any IPRs, but this first entails a full review 
to understand what rights the company might have. In the case of IPRs, perhaps more than any other asset, what rights the company 
might have—and what they might be worth—will involve a potentially complex due diligence assessment.

This determination of value is critical for the office-holder acting as agent of the company (or otherwise, for instance, responsible for 
realising its charged assets). Office-holders are answerable for the price they achieve for any asset they sell (or otherwise realise). 
Consequently, it is invariably the case that they will source independent professional valuations for the assets they propose to sell. 
Owing to their frequently complicated and specialist nature, IPRs may be the subject of bespoke valuations from experts familiar with 
the rights. For further reading, see Practice Note: Types of valuation for R&I lawyers.

This Practice Note focuses on some of the key considerations which office-holders should have in mind when evaluating the IPRs 
which a company has—or appears to have—so that he can understand these fully and then seek to realise the most value from them in 
the most efficient manner, whether as part of a going concern business sale arrangement or as a pack of standalone intangible assets. 
The potential value of IPRs to a business, and indeed their potential complexity, means that office-holders will be duty bound to 
ensure that they devote sufficient specialist resource to investigating them.

While this Practice Note is prepared primarily from the perspective of an office-holder of a selling company, the matters covered 
should also have direct relevance for prospective purchasers of IPRs (whether in distressed or non-distressed scenarios).

Ownership
As mentioned, an office-holder will need to understand what IPRs (and associated rights, if any) the company owns. Put simply, 
being able to point to unequivocal and untainted ownership of an asset should allow the office-holder to sell that asset in the most 
expeditious way for the highest value then achievable. Conversely, anything which casts doubt on the scope of the asset or the 
company’s rights to it will be likely to have a detrimental effect, whether in terms of ultimate value realised and/or the speed with 
which a sale can be achieved. An IP audit will be crucial in the hope that this will not only serve to identify IPRs which are owned and 
those which are licensed, but also the nature of third party arrangements (such as assignments, security, licences and the existence 
of historical issues, such as co-existence arrangements and settlement agreements). An audit should also encompass contacting any 
patent or trade mark attorneys who have recently worked for the company.

Registered and unregistered IPRs

An IPR-rich company may have employed a specialist IP attorney to manage its portfolio of IPRs. In other cases, however, a 
simple check of applicable IP databases can be undertaken to determine the position in respect of registered rights. The UK IPO 
(www.gov.uk/government/organisations/intellectual-property-office) holds databases covering not just UK IPR applications and 
registrations, but also certain registers of EU and international designs, trade marks and patents. The registers contain details of 
ownership, filing and expiry dates and also the nature of any registered third party rights, like security interests and licences. It is 
possible that the registers may not be fully up to date, so the office-holder should also check the company’s own records for evidence 
of ownership and any known third party rights. In the case of website domain names, which can have considerable value, the ability 
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to check registrations has become more difficult post-GDPR. The site to check in this regard is the 
WHOIS databases (www.nominet.uk/whois/). The duration of registered rights varies, and it is 
often the case that a company in financial difficulties will have failed to maintain its IPRs, such that 
potentially valuable rights may have expired for want of payment of the applicable renewal fees.

The situation is much more problematic with unregistrable IPRs. Copyright is the best-known 
example of an unregistered right, but others of note are database rights, confidential know-how, 
inventions and rights over domain names. Frequently, these are rights which are attributable to a 
company’s human capital, so there is often no better alternative than to check the company’s own 
records and to talk directly to its relevant staff members to understand what rights might exist. 
Bear in mind that such rights can also vest in an employee in their personal capacity, in which case 
it will be necessary to check whether the employee concerned has assigned those rights to the 
company. This may not be so straightforward in a fraught situation where employees may 
be uncooperative.

Licences
It is critical that any overall assessment of value of IPRs takes into account third party licence 
arrangements. These can be two-way.

‘Incoming’

What at first sight appears to be a right or package of rights which is owned outright by the 
company may turn out to comprise rights owned (or licensed in) by a third party. The office-holder 
will need to consider the impact of such licensed rights on both any trading activity (such as 
whether the insolvency has triggered a termination right for the licensor) and any proposed sale 
of assets (including whether such licensed right constitutes a core part of the IPR package without 
which the balance may not be saleable and, if so, whether joint arrangements should be sought 
with the licensor).

‘Outgoing’

An IPR-rich company may have granted user or development rights to third parties. Ideally, there 
will be a record showing those rights and in whom they are currently vested, but this may not 
always be the case. If an office-holder is unaware of such rights, there will be a risk of potential 
dealings being in breach of such third party licence rights. These could include a purported sale in 
breach of/free of the licensee’s rights which could, in particular circumstances, lead to an argument 
that the licensee would have equitable (proprietary) rights to object (such as by way of the issue 
of an injunction) to steps contrary to its interests on the basis that breach of its licence would 
otherwise confer only an unsecured claim for damages (which would typically be a hollow remedy 
against an insolvent licensor). On the face of it, most licences do not provide for termination on 
the insolvency of the licensor (as against that of the licensee) and there is no general principle of 
automatic termination of an IPR licence on insolvency in the Insolvency Act 1986 (IA 1986) (unlike 
in some other jurisdictions). There is a risk that such termination rights may be unenforceable, see 
section on the Corporate Insolvency and Governance Act 2020 (CIGA 2020) below.

Depending on the nature of the licence and the insolvency process concerned, IA 1986 may have 
a potential impact for a licensee—for instance, a liquidator may be able to disclaim a licence if it 
can be shown to be ‘onerous or unprofitable’ for the company (IA 1986, s 178) while a licensee 
might in exceptional circumstances be able to pursue a claim that the licence should be rescinded 
(IA 1986, s 186).

A well-advised licensee may have taken steps to try to protect itself from the risk of insolvency of 
the licensor. The licensee will be concerned about such things as the licensor’s IPRs purportedly 
being sold free from its licence rights. If the licensee’s rights are registered, then any third party 
(such as a buyer or potential new licensee) should be bound by the registered licence. In the case 
of unregistered rights (like copyright), the basic position should be that only a third party purchaser 
acting in good faith without notice of the licence and giving good consideration would potentially 
take free of a pre-existing licence right. Certain self-protection moves are more likely to be effective 
than others—taking a security interest in the underlying IPR or an upfront option to acquire the 
same may be more robust to potential challenge than other steps (such as an option which is 
granted at the point of insolvency or the purported recharacterization of a licence with perpetual 
and/or royalty-free status at the point of insolvency) which run the risk of being challenged under 
the anti-avoidance provisions in IA 1986 or the ‘anti-deprivation’ principle (Belmont Park Investments 
PTY Limited v BNY Corporate Trustee Services Ltd). For further reading, see Practice Note: 
The difference between the anti-deprivation principle and the pari passu principle—the position 
under the Insolvency (England and Wales) Rules 2016.
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Database rights are a category of unregistered rights requiring particular attention for office-
holders and buyers alike. Retained Regulation (EU) 2016/679 together with the Data Protection Act 
2018 (UK GDPR) has further enshrined legal protection for individuals’ data (especially any data 
which constitutes ‘sensitive personal data’) in a number of ways with serious sanctions for breach 
of the rules. Regulated activities including controlling, processing or selling a database containing 
personal data should impel an office-holder, who will be acting as agent of the company, to take care 
around the following:

• pre-appointment due diligence to understand everything around the company’s 
personal data bank and the activities undertaken by the company with regard to that 
data. Following appointment, the office-holder should ensure all data is securely held 
and that all UK GDPR requirements are being complied with (including applicable 
training obligations)

• checking whether any data subject access requests (DSARs), received pre- or post-
appointment, are dealt with within the applicable period. While it may seem counter-
intuitive that an office-holder may be put to potentially material costs in complying 
with a DSAR (given that the primary responsibility owed is to the body of creditors), 
the courts have taken a fairly strong line and it is clear that there is an expectation that 
the office-holder will have to take steps to comply with DSARs unless there are very 
cogent reasons militating against doing so (Re Southern Pacific Personal Loans Ltd; Smith v 
Information Commissioner and Green v SCL Group)

• in terms of any pre- or post-insolvency unauthorised disclosures and other data 
breaches, immediate mitigation steps and notification to the ICO may well be required

• on any sale of any database (whether or not held on any accompanying hardware), 
there should be a clear stipulation in the contract of the buyer’s responsibilities, 
including as the new data controller, and

• ensuring that any personal data which is retained is only done for proper purposes and 
only for so long as may be strictly necessary in the insolvency

Despite undertaking a full range of due diligence enquiries (checking public registers for rights 
granted as well as the company’s own records and making enquiries of appropriate employees) 
to gain as full an understanding of the IPR landscape as possible, an office-holder may, however 
unwittingly, infringe third party rights, notably on a sale of IPRs in breach of a licence or purportedly 
free of a licence or in breach of a non-assignment restriction. Absent any proprietary right which 
the third party might be able to claim, breach of a mere contractual right would typically confer only 
an unsecured claim against the company—the potential pursuit of proceedings against an insolvent 
company is only possible with either court sanction or office-holder consent. Similarly, it would only 
be in very unusual circumstances where an office-holder could be exposed to potential personal 
liability for any such infringement.

Other Licence Considerations
Within the roster of licence rights, an office-holder may also need to bear in mind open-source 
software (OSS). OSS is a type of computer software in which the source code is released publicly 
under a licence in which the licensor grants licensees the rights to use, adapt, distribute and re-
license the software to anyone and for any purpose, typically free of charge. The usual prudential 
principle applies—the office-holder should undertake careful due diligence to determine whether 
OSS has been licensed out or in and, if so, whether any unchecked use might have adversely 
affected the possible value to the company of that OSS (possibly when combined with other IPRs).

CIGA 2020 has introduced some new considerations, primarily, though not necessarily exclusively, 
for licensors. CIGA 2020 built on existing established principles set out in IA 1986, ss 233 and 
233A which exist to prevent suppliers of ‘essential services’ (broadly public utility services) from 
leveraging their positions when a company customer goes into an insolvency process (such as 
by refusing to continue making supplies or stipulating that all arrears are paid as a precondition 
to making future supplies). The new measure at IA 1986, s 233B (inserted by CIGA 2020, s 14), 
prohibits a supplier of goods and services (with certain exceptions) from relying on a contractual 
provision which would allow it to terminate (or do ‘any other thing’) as a result of its customer 
becoming subject to a ‘relevant insolvency procedure’ (there is an exception until 31 March 2021 
for so-called ‘small’ suppliers). The measure only applies to the supply of goods and services 
which should not, per se, encompass IPR licence rights (unless, say, the licensor was also providing 
services to the licensee). Care should be taken to consider whether the existing ‘essential supplies’ 
provisions in IA 1986, ss 233 and 233A (for example concerning communications or IT services), 
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which are broadly equivalent, might already have a bearing in a particular scenario. For further reading, see Practice Note: 
Corporate Insolvency and Governance Act 2020—restrictions on ipso facto clauses.

IPR Value Maximisation
Having hopefully fully understood the company’s IPR environment, the office-holder must next consider how best to maximise or, 
at the very least, preserve the value of the IPRs which may constitute the company’s key asset class.

What can be achieved will be driven by the resources available to the company from its own asset-base and/or asset realisations 
(or potentially from third party funders or willing creditors). The following are some key considerations to be assessed (in no 
particular order):

• are registrable IPRs expiring and are there available funds to pay for the renewal fees? This can be a challenging 
proposition where a company has a substantial portfolio, especially if the IPRs are registered on multiple 
international registers

• similarly, if there are numerous applications for IPRs pending, does the company have the funding available to progress 
them and is the internal team still available to manage the same?

• are all of the apparent IPRs actually vested in the company rather than, say, one or more employees? For instance, have 
patents / patent applications been assigned by the inventors to the company?

• have all of the key employees or other personnel who might have important knowhow and critical expertise been 
identified and are they co-operative? They might be crucial to maximising value from a business sale;

• cross-licensing arrangements can present particular—and delicate—issues for an insolvent company where there is a 
mutual inter-dependence, but where the insolvent company may have breached contractual terms and alienated the 
other counterparty

• is the company involved in any current litigation or disputes regarding the IPRs which might escalate and represent a 
serious risk for the company? Or does the company have a potential claim against a third party for which it might need to 
seek a litigation funding partner?

• there may be intra-group issues if IPRs vital to the company are owned by another, solvent entity. A range of issues can 
arise in such a scenario which can have the effect of substantially increasing the challenges for structuring a sale, and

• third party rights, whether licences, security or co-owned rights, can obviously have a serious erosion effect on the 
realisable value of IPRs for the company

Routine insolvency estate management considerations should also be applied in the context of IPRs. For instance, licensees should 
be informed of the office-holder’s appointment and told that they must pay all fees accruing (and any arrears) to the office-holder 
and checks should be made to ensure that they are fully complying with the applicable licence terms. General prudential checks 
should also be made—physical security may be an issue (for instance, with data being downloaded on memory sticks or with laptops 
going missing).

For further reading, see Practice Note: Protecting intellectual property rights in order to minimise risk on insolvency.
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