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January marks a significant transaction that impacts the financial standing and intellectual property portfolio
of Teagan Company. This acquisition not only signifies a strategic move to enhance their product offerings
and market competitiveness but also raises important questions regarding accounting treatment, valuation,
and future implications for the company's growth. In this comprehensive article, we will explore the
details of this patent acquisition, analyze its accounting and financial implications, and discuss how it fits into

the broader context of corporate intellectual property management.

Understanding Patent Acquisitions in Corporate Strategy

What Is a Patent?

A patent is a form of intellectual property that grants exclusive rights to an inventor or assignee for a
certain period, typically 20 years from the filing date. It provides legal protection against unauthorized use,

manufacturing, or sales of the patented invention, encouraging innovation and investment.

The Importance of Patent Acquisitions

Companies acquire patents for various strategic reasons:

- Protecting Innovation: Securing exclusive rights to a new product or process.
- Market Positioning: Gaining competitive advantage over rivals.

- Revenue Generation: Licensing patents for royalties or selling them outright.

- Complementary Assets: Adding valuable assets to the company's portfolio to increase valuation.

Details of the Transaction: Teagan Company and Marquette
Limited



Transaction Overview

On January, Teagan Company purchased a patent from Marquette Limited for a total consideration of
$187,200. This transaction involved the transfer of legal rights associated with a specific innovation or

process, which is now intended to be used in Teagan’s operations or product development.

Key Components of the Purchase Price

The $187,200 purchase price includes:
- The fair value of the patent.
- Any associated legal or registration costs.

- Potential future amortization expenses.

Implications of the Purchase Price

The purchase price provides an initial basis for subsequent accounting and valuation. It serves as the
capitalized cost of the patent on Teagan’s balance sheet and influences future amortization and impairment

assessments.

Accounting for Patent Purchases: Standards and Practices

Relevant Accounting Frameworks

The accounting treatment for patents is guided by standards such as:

- IFRS (International Financial Reporting Standards) - specifically IAS 38 Intangible Assets.

- US GAAP (Generally Accepted Accounting Principles) - primarily ASC 350 Intangibles—Goodwill and
Other.

Initial Recognition

Under these standards, the patent should be recognized as an intangible asset at its cost of acquisition, which
includes:

- Purchase price.

- Legal and registration fees.

- Any directly attributable costs necessary to prepare the asset for use.



Subsequent Measurement

Post-acquisition, patents are:
- Amortized over their estimated useful lives.

- Tested regularly for impairment to ensure carrying amounts do not exceed recoverable amounts.

Amortization Method

The typical approach is:
- Straight-line amortization over the patent’s estimated useful life.

- Alternatively, the units-of-production method can be used if it better reflects usage.

Estimating the Useful Life of the Patent

Factors Influencing Useful Life

Determining the patent’s useful life involves considering:

- Legal protection duration (generally 20 years).

- Remaining life of the patent if it’s already partially utilized.
- Technological obsolescence or market demand.

- Company’s strategic plans for the patent.

Common Practice

Most companies amortize patents over their legal life or shorter periods if they expect technological or

market changes to render the patent obsolete.

Financial Impact on Teagan Company

Balance Sheet Implications

The patent will be recorded as an intangible asset at $187,200, impacting:
- Total assets.

- Equity (through retained earnings and other reserves).



Income Statement Effects

- Amortization expense will reduce net income over the patent’s useful life.

- The expense is usually recorded annually and affects profitability.

Cash Flow Considerations

- The purchase outflow appears in the investing activities section.

- Future amortization does not affect cash flow but impacts earnings.

Tax Implications of Patent Purchase

Deductibility of Amortization

- In many jurisdictions, amortization expenses related to patents are tax-deductible.

- This can lead to tax savings and improved cash flow.

Impacts on Deferred Taxes

- Differences between book and tax amortization may result in deferred tax liabilities or assets.

- Proper accounting for these differences is essential to accurate financial reporting.

Valuation and Impairment Considerations

Initial Valuation

- The purchase price generally reflects fair value, but due diligence ensures no overpayment.

- Valuation methods may include income approach, market approach, or cost approach.

Impairment Testing

- Patents are tested annually for impairment.

- If the carrying amount exceeds recoverable amount, an impairment loss is recognized.



Indicators of Impairment

- Technological obsolescence.
- Changes in market demand.

- Legal challenges or expiration of patent rights.

Strategic Benefits of Patent Acquisition for Teagan Company

Enhancing Competitive Advantage

- Securing exclusive rights allows Teagan to innovate or improve products without fear of infringing

competitors’ rights.

Facilitating Licensing Opportunities

- The patent can be licensed to other companies for royalties, creating additional revenue streams.

Strengthening Market Position

- Owning key patents can deter competitors and support market expansion.

Supporting Research and Development

- Patents can serve as a foundation for future innovations and R&D investments.

Legal and Ethical Considerations

Patent Validity and Enforcement

- Ensuring the patent is valid and enforceable is critical.

- Legal challenges can threaten the patent’s value and require strategic responses.



Intellectual Property Rights Management

- Proper documentation, registration, and monitoring are essential for maintaining patent rights.

Ethical Use of Patents

- Companies must balance patent rights with fair competition and innovation ethics.

Conclusion: The Significance of the Patent Purchase

The acquisition of a patent from Marquette Limited for $187,200 by Teagan Company represents a strategic
investment in intellectual property that can yield long-term benefits. Proper accounting treatment,
including initial recognition, amortization, and impairment testing, ensures transparent financial reporting
and compliance with relevant standards. The patent’s integration into Teagan’s portfolio can bolster

competitiveness, generate licensing income, and support future innovation endeavors.

By understanding the nuances of patent valuation, legal considerations, and strategic implications,
companies can maximize the value derived from such acquisitions. As Teagan Company moves forward,
effective management of this patent will be critical to unlocking its full potential and maintaining a

competitive edge in their industry.
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Frequently Asked Questions

What is the significance of Teagan Company purchasing a patent from
Marquette Limited?

The purchase signifies Teagan Company's investment in intellectual property, which can provide a

competitive advantage and potential revenue streams from the patent's use or licensing.



How should Teagan Company record the patent purchase of $187,200 on

its financial statements?

Teagan Company should record the patent as an intangible asset at its purchase cost of $187,200 and

amortize it over its useful life according to applicable accounting standards.

‘What factors influence the amortization period for the patent purchased
by Teagan Company?

The amortization period is typically based on the patent's estimated useful life, which depends on factors

like legal life, technological obsolescence, and expected economic benefits.

Are there any specific disclosures required by Teagan Company after
purchasing the patent?

Yes, companies generally need to disclose the nature of the intangible asset, its cost, amortization method,

useful life, and any impairment losses in their financial statements.

What are the potential tax implications for Teagan Company after
purchasing the patent?

The company may be able to amortize the patent for tax purposes, which could reduce taxable income, but

specific tax treatment depends on jurisdiction and applicable tax laws.

Could the purchase of the patent impact Teagan Company's valuation or

market perception?

Yes, acquiring valuable patents can enhance a company's intellectual property portfolio, potentially

increasing its valuation and attracting investors or partners.

What are the key considerations in valuing the patent purchased from
Marquette Limited?

Valuation should consider the patent's legal life, remaining term, technological relevance, market potential,

and comparable patent transactions to determine its fair value.

How does the timing of the purchase in January affect Teagan Company's

accounting and reporting?

Purchasing in January allows the company to include the patent in the current year's financial statements



and start amortization from the purchase date, impacting annual financial results.

Additional Resources

Patent Acquisition

In the dynamic landscape of intellectual property and corporate strategy, the acquisition of patents stands
out as a pivotal move for businesses seeking competitive advantage, innovation leverage, or revenue
generation. Recently, Teagan Company made headlines with its strategic purchase of a patent from
Marquette Limited for $187,200 in January. This transaction exemplifies how well-structured patent
acquisitions can serve as a catalyst for growth, innovation, and market positioning. In this article, we delve
deep into the nuances of this specific transaction, exploring the motivations behind it, its implications, and

the broader context of patent acquisitions in today’s business environment.

Understanding the Patent Purchase: The Basics

Before dissecting the specifics of Teagan’s recent acquisition, it’s essential to understand what patent

purchasing entails and why companies pursue such transactions.

What Is a Patent?

A patent is a legal right granted by a government to an inventor or assignee, giving them exclusive rights
to make, use, sell, or distribute the patented invention for a certain period—typically 20 years from the
filing date. Patents protect innovations across various fields, including technology, manufacturing processes,

pharmaceuticals, and more.

Why Do Companies Purchase Patents?

Companies acquire patents for multiple strategic reasons:

- Innovation Expansion: To incorporate new technologies into existing or upcoming products.

- Defensive Strategy: To prevent competitors from patenting similar innovations, reducing infringement
risk.

- Revenue Generation: Licensing patents to other firms for royalties.

- Market Positioning: Strengthening a company's portfolio to enhance credibility and market position.

- Acquisition of Rights: Gaining rights to a technology without developing it in-house.



The Teagan-Marquette Transaction: An Overview

On January, Teagan Company completed a significant acquisition: purchasing a patent from Marquette
Limited for $187,200. While the specifics of the patent's technology are proprietary, examining the general

aspects of this deal offers valuable insights into corporate strategy and valuation.

Details of the Transaction

- Purchase Price: $187,200

- Parties Involved: Teagan Company (Buyer), Marquette Limited (Seller)

- Date of Purchase: January (specific date not provided but within the month)

- Type of Patent: The patent pertains to a proprietary technology, likely in a high-growth or competitive

sector such as electronics, manufacturing, or biotech.

Key Factors Influencing the Purchase Price

The valuation of $187,200 reflects several considerations:

- Technological Value: The uniqueness and potential application of the patented technology.

- Market Potential: The size of the market where the patent could be applied.

- Remaining Patent Life: The remaining duration of patent protection.

- Legal Strength: The scope of claims and the robustness of the patent’s legal standing.

- Development Stage: Whether the patent is for an early-stage invention or a mature, market-ready

technology.

Strategic Motivations Behind the Acquisition

Teagan’s decision to acquire the patent from Marquette can be analyzed through various strategic lenses:

Enhancing Innovation and Product Development

By integrating the patented technology, Teagan can accelerate its product development cycle, potentially
reducing R&D costs and time-to-market. This move allows Teagan to incorporate cutting-edge features or

processes into its offerings, maintaining technological leadership.



Securing Competitive Advantage

Owning a patent can serve as a defensive barrier against competitors, preventing them from copying or
patenting similar innovations. It also positions Teagan as a leader in the specific technological niche,

differentiating its products or services.

Revenue Generation through Licensing

If Teagan does not plan to fully utilize the patent, licensing it to third parties can generate additional
income streams. This approach adds diversified revenue sources and capitalizes on the patent’s market

value.

Market Expansion and Diversification

The patent may open doors to new markets or applications, enabling Teagan to diversify its product

portfolio and reduce dependence on existing offerings.

Strengthening Intellectual Property Portfolio

A robust patent portfolio enhances a company’s valuation, attracts investors, and can be leveraged in

negotiations, mergers, or acquisitions.

Valuation and Financial Implications

The purchase price of $187,200 is a significant investment, and understanding its valuation context is

critical.

Valuation Methods for Patents

Patents are intangible assets, and their valuation often employs several approaches:
- Cost Approach: Based on the costs incurred to develop or acquire the patent.
- Market Approach: Comparing similar patent transactions in the industry.

- Income Approach: Discounted cash flow analysis based on projected revenues attributable to the patent.

In this case, the price likely reflects a combination of these factors, especially considering the patent’s

anticipated contribution to future revenues or cost savings.



Accounting Treatment

According to accounting standards (such as IFRS and GAAP), patent acquisitions are capitalized as intangible
assets and amortized over their useful life. If the patent’s useful life is estimated at 10 years, for example,
Teagan would amortize the $187,200 cost over this period, affecting its financial statements and tax

obligations.

Impact on Financial Statements

- Balance Sheet: Increase in intangible assets.
- Income Statement: Amortization expense reduces net income over time.

- Cash Flow Statement: The initial outflow is recorded under investing activities.

Legal and Due Diligence Aspects

Before finalizing the purchase, Teagan likely engaged in thorough due diligence to ensure the patent’s

validity and enforceability.

Legal Validity

Verifying that the patent is legally granted, not subject to any legal challenges or claims, and that it does

not infringe on existing patents.

Scope of Patent Rights

Understanding the scope of claims, territorial coverage, and remaining patent life to assess potential value

and limitations.

Infringement Risks

Assessing whether third parties could challenge the patent or if the patent infringes on other existing

rights.

Technology Review

Evaluating the technological relevance, maturity, and potential for future innovation.



Implications for Teagan Company

The acquisition signals several strategic implications:

Innovation Leadership

Teagan positions itself as a forward-thinking company investing heavily in proprietary technology, which

could boost its reputation and market positioning.

Market Expansion

The patent could be a stepping stone into new markets or industry segments, especially if the technology

has broad applications.

Financial Strategy

The investment reflects a strategic allocation of capital toward intangible assets, expecting future returns

through product development, licensing, or market share gains.

Operational Integration

Implementing the patented technology may require adjustments in manufacturing, R&D, or marketing

strategies to maximize value.

Future Outlook and Considerations

While the purchase of a patent for $187,200 is a significant step, the long-term success depends on several

factors:



Maximizing Patent Utilization

Effective integration into products, licensing, or enforcement of rights is critical.

Monitoring Legal Status

Maintaining patent rights through renewals and defending against infringement is essential.

Continued Innovation

Building on the patent with further R&D can sustain competitive advantage.

Market Dynamics

Understanding industry trends, customer needs, and competitor actions will influence the patent’s value

over time.

Conclusion

The January patent purchase by Teagan Company from Marquette Limited exemplifies a strategic move
rooted in innovation, market positioning, and financial foresight. Valued at $187,200, this acquisition reflects
careful valuation considerations, due diligence, and alignment with Teagan’s broader corporate goals. As
intellectual property continues to be a critical driver of competitive differentiation, such transactions
highlight the importance of strategic patent management in contemporary business. For Teagan, this patent
purchase isn’t just a financial investment; it’s a commitment to technological advancement and future

growth, paving the way for sustained success in an increasingly innovation-driven economy.
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