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[bookmark: _Toc2087636177]Scope
This handbook covers the entire spin-off process from ideation to post-formation support, tailored to the specific context of The Cyprus Institute (CyI).
[bookmark: _Toc1064134587]Purpose  
The purpose of this handbook is to guide researchers and staff at CyI, through the process of creating successful spin-offs. This document outlines the necessary steps, provides essential resources, and defines the support available to help transform innovative research into viable commercial ventures.
1. [bookmark: _Toc1262131309]Understanding Spin-Offs
1.1. [bookmark: _Toc1784143126]What is a Spin-off?
A spin-off is a new company formed to commercialize innovations developed within the institute. These companies leverage the institute's intellectual property (IP), technologies, and know-how to address market needs.
The CyI offers a supportive environment for innovation, access to cutting edge research labs, funding opportunities, and business training. Moreover, the institute has access to a vast network of experts and collaborators, who can provide further advice and support. Since access to resources is crucial for the success of startups, in that regard those spin-offs originating from the CyI are more likely to succeed in developing and commercializing innovative technologies.
For a sustainable business opportunity, it can be valuable to have protected intellectual property (IP). There are diverse ways to monetize IP that involve licensing or selling but the more advantageous option can be spinning out and thus distancing the IP from the institute. 
To successfully spin off and attract investors management teams should have members with proven skills in finance, marketing and sales. A strong team with the necessary skills can take the company forward.
Funding is the lifeblood of new ventures, which can come from various sources such as family and friends, angel investors, structured funds and grants, however it is advisable that teams choose the appropriate type of funding. 
Another important aspect to attract investors and secure funding is the IP originator transfers the IP to the company.
1.2. [bookmark: _Toc1281953717]What are the Benefits and CyI Contribution?
Successful spin-offs benefit the individuals involved, the local and national economy, and CyI. The Institute invests IP and resources into the spin-out, receiving equity in return. This arrangement ensures CyI is motivated to support the spin-out’s success, benefiting from long-term financial and reputational rewards.
CyI encourages and supports enterprise among its employees and students. CyI offers advice and practical help in finding funding, facilities, and expertise needed for the success of a spin-out. The Institute has supported a number of spin-offs, offering resources in IP management, business planning, market research, team building, and funding.
1.3. [bookmark: _Toc2108466501]Implications for researchers
Researchers originating the research will be central to the spin-out, likely as initial shareholders and potentially active participants in the company. While the time commitment is substantial initially, roles will diminish over time as management and operational responsibilities are delegated. Researchers must manage potential conflicts of interest and adhere to CyI’s policies.
Since commitment requirements vary depending on the spin-off stage, employment terms can be negotiated with the CyI. For further information you can contact the IDD or HR offices.
1.4. [bookmark: _Toc2045495959]When to Spin-off
The primary goal is to maximize the technology’s impact by deploying it as widely as possible. If no suitable partners are available for licensing, who have the necessary know-how, supply chain, and resources, creating a spin-out company may be the best option.
A spin-out allows for focused development and commercialization, accelerating the diffusion of innovation. Consider whether you can deliver the technology at scale and ensure it meets market needs, as having a great invention doesn’t guarantee market success. Understand the market size, segments, and dynamics, and develop a clear strategy for reaching target customers and generating sustainable profits. Additionally, securing funding is crucial for the success of a spin-out, so early consideration of funding sources and financial planning is essential. 
By addressing these key considerations, you can determine the best route for deploying your technology and ensuring its successful commercialization.
1.5. [bookmark: _Toc1921784820]Securing the CyI Support
Teams who wish to create a spin-off will need to demonstrate to the CyI spin off committee their business plan and seek approval.
1.6. [bookmark: _Toc466940286]Conflicts of Interest
Researchers must consider CyI's policy on conflicts of interest when participating in a spin-out, as they may become shareholders or directors. Approval from the relevant department heads is required for active participation in the spin-out. Additionally, CyI staff may refer to the following documents for further information:
Insert supporting documents 
1.7. [bookmark: _Toc2000956870]Spin-off Equity 
CyI can hold a percentage shareholding in the spin-offs based on the resources and permissions provided. The equity distribution depends on various factors, including the roles of researchers and the IP involved. Inventors actively participating in the spin-out often take founding equity, aligning with investor expectations and ensuring those critical to the company's success are properly compensated. Further information on the terms of engagement in CyI Spin-offs may be found here:
Insert supporting documents
1.8. [bookmark: _Toc249590801]Terms of Involvement in Spin-offs
Involvement of faculty and researchers in spin-offs is structured to balance their academic responsibilities with the needs of the new company. Clear agreements on ownership, roles, time commitment, compensation, and compliance with CyI policies are essential for successful collaboration and commercialization of research through spin-offs.
Further details on the terms of involvement in CyI spin offs can be found here:
Insert supporting documents  
1.9. [bookmark: _Toc762123261]Criteria for Spin-Off Potential
The primary criterion to evaluate spin-off potential is that the technology the company will be developing must be novel and have a clear competitive advantage. In addition to that there should be a significant market demand or potential for innovation with the technology being at a stage where it can be feasibly developed into a product or service.
1.10. [bookmark: _Toc115445156]Initial Assessment 
Researchers should conduct a preliminary assessment to evaluate the commercial potential of their innovations. This includes conducting market analysis, competitive landscape analysis and having a preliminary business plan, defining their business venture.
2. [bookmark: _Toc1976506425]Pre-Company Formation – Action Plan 
2.1. [bookmark: _Toc1589376837]Process 

The journey starts when a researcher or a team identifies a unique discovery or innovative idea with potential commercial value. This realization often occurs in the laboratory or research environment. The team must then assess whether this idea is novel and has the potential to be protected as intellectual property (IP).
In the initial assessment you need to evaluate the uniqueness and potential impact of the discovery.
We also encourage that you engage with the IDD office to discuss the potential and outline initial steps for protection.
Securing IP protection ensures that the ideas and innovations are legally safeguarded against unauthorized use. This protection is fundamental to attract future investors who seek assurance that the innovation is well-protected.
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2.2. [bookmark: _Toc776472859]Invention Disclosure 
The Invention Disclosure for is a confidential form that is specific to CyI, and needs to be submitted to the IDD office, describing the invention, its advantages over other existing alternatives and who the inventors are.
With the identification of research outcome with commercial potential and after the feasibility analysis, CyI staff may submit an invention disclosure.
The invention 
This step initiates the formal process of evaluating the spin-off potential. 
Insert supporting documents
2.3. [bookmark: _Toc778066484]IP Management 
Identify and protect your IP early, as it is crucial for the spin-out’s value. Different types of IP include patents (for inventions), copyrights (for software, online content, reports etc.), design rights (for equipment design), trademarks (for names), and trade secrets (know-how or confidential information).
Choose the best method to protect IP based on the company's products, market channels, and competitive advantages. 
The IDD office will help you out with further support when it comes to crafting the IP strategy and protection based on the anticipated current and future business needs.
Further items that need to be addressed regarding IP involve due diligence, ownership, future IP and confidentiality clauses. The IDD office can help support teams understand these items better and provision for.
2.4. [bookmark: _Toc1499188452]Freedom to Operate
Understanding the dynamics and external factors that govern IP is crucial. Before committing to any commercial activity, ensure that your idea is not already patented. There may be preexisting patents that cover your concept, or others might have used language that loosely describes your idea. To avoid such obstacles and proceed confidently, you need to conduct an Intellectual Property Rights (IPR) Audit and a Freedom to Operate (FTO) analysis.
As mentioned earlier, you can leverage the expertise and outreach of the IDD to better understand these processes or connect with the right professionals to perform the audit.
2.5. [bookmark: _Toc1077410754]Guidance and Evaluation by the IDD
The IDD will assess the invention for patentability, its market potential and alignment with the CyI’s goals. 
From the very beginning researchers and aspiring entrepreneurs will benefit from the support of business person, either a mentor or an innovation officer from the IDD office. 
As we will discuss further the importance of having talented team with managerial experience it is equally important that you start thinking of your team early on and look for ways to leverage the IDD experience and network to help you look for appropriate matches and guide you through the different practices.
Building a venture can demand a certain level of education and adaptation to evolving environment and external changes, to help you overcome and recognize these changes the IDD can provide guidance and access to resources and tools to help you overcome challenges.
2.6. [bookmark: _Toc1001943714]Business Planning 
A business plan is essential when a spin off seeks funding to grow. In some cases, the business may be in a very early stage for any projections to be meaningful, therefore investment decisions are based on the investors' confidence in the research and management team as well as the technological advance.

	Business plan content


	Executive Summary

	A well written summary of the product or service, the business opportunity and competitive advantage and the investment needed to grow


	Background
	A brief overview of how the idea came to be, the work performed to date, particularly the research and IP created


	Product Service
	Contains the description of the product or service that the company intend to sell and how does that compare to existing alternatives


	Market 
	Describe the global market and total addressable market, how big it is and how you plan to capture that market share


	Business opportunity
	In this section you need to include the business or market opportunity, explain and answer the question “Why now?” why now they are right moment


	Marketing plan
	Describe your revenue model and how you are planning to attract your target audience and customer segments, describe the distribution channels and your unique selling points, and the customer value proposition


	Organizational plan
	Define the roles of the core team, their responsibilities and highlight the specific expertise and experience. Define the operations and management of the business, legal form and needed facilities 


	Implementation plan
	Describe the company roadmap for the next 5-10 years and identify key milestones and how you plan to reach these milestones


	Risk and Barriers to Entry
	identify and plan for any anticipated risks and how you propose to address and mitigate these risks


	Financials
	Include financial projections, explore best and worst-case scenarios, identify when will you reach a breakeven point and how you pan to allocate the investment to reach your milestones


	Appendices 
	Include any appendices with the team CV to highlight relevant experience and expertise (technical, managerial, founding experience etc.), additionally you can include product details or any relevant information you think might be important for supporting your business plan


	
	



2.7. [bookmark: _Toc746197149]Building your team
Building a strong team with complementary skills in management, finance, sales, marketing, and technical areas is crucial. Early identification of key team members ensures operational efficiency and effective delegation of responsibilities. 
Spin-offs have inherited risks and levels of uncertainty at the beginning, but they have the potential to turn into big revenue generators. Concern regarding career development, job security and compensation are often matters that can prevent joining a venture, however founders should not be discouraged but address these challenges with various strategies and compensation schemes to incentivize talent.
2.8. [bookmark: _Toc1907625701]Funding
Companies need money to succeed. Researchers should explore various funding sources, including grants, investors (angel, VC), and customers. Preparing compelling pitches and applications for funding is a critical step in securing necessary financial support. 
While funding is essential for the development and survival of the spin-off, performing your due diligence and choosing carefully who will invest in the company is of equal importance. 
In the case of spin-off Smart money can be extremely helpful than grants, seeking investment from industry focused investors can provide additional support in the form of practical business expertise, network connections and strategic guidance. Investors provide cash for return on investment.
2.9. [bookmark: _Toc889690498]Dealing with Investors
In the process of securing funding, you may engage with various investor types, including research and innovation institutions, early-stage funders, business angels, and venture capitalists. Each brings unique complexities and documentation requirements, such as new Articles of Association and Shareholders’ Agreements.
CyI has a policy on share allocation. The IDD office will assist in negotiations but acts in the institution's best interest. Therefore, it is crucial to seek independent advice regarding your rights and commitments to ensure a fair and beneficial arrangement.
3. [bookmark: _Toc2003995037]Building a Venture

3.1. [bookmark: _Toc1898212592]Company Formation
Company formation is foundational for the legal and organizational framework. It outlines the company's structure, governance, and operational principles, providing a clear guide for its functioning and management.
Usually, spin-offs are private companies limited by shares and as a legal entity ownership lies with the shareholders. 
Each company may have a company secretary tasked with dealing with filings and statuary books (records). The IDD office may help spin-offs with arranging legal advice and accountancy.
Establishing a spin-out involves multiple stages, including planning, securing approvals, and setting up operations. This process can take several months, requiring careful coordination and management of timelines to ensure smooth progression from concept to launch.
3.2. [bookmark: _Toc537135370]Share Structure and Ownership
Typically, spin-offs have basic type of shares or ordinary shares, however at times a company may issue different classes of shares to which different types of right can be attached. 
Shares represent units of ownership in the company. With preferred shares shareholders may receive dividends or have enhanced voting rights while ordinary shareholders may not. 
Additionally managing directors may be different people than shareholders.
For example, at the time of formation a company issues 1000 ordinary shares of €10 each with investment capital threshold of €10000. The initial shareholders at the beginning are going to be the hypothetical founders and the CyI. So, we have Dr. Georgiou having 450 shares or 45%, Dr Venetis 450 shares, another 45%, and the CyI gets up to 10% or 100 shares.

  [image: ]

3.3. [bookmark: _Toc335161475]Understanding Equity Dilution 
When new investors buy shares, the shareholding of original shareholders is diluted. 
For example, if you hold 450 out of 1000 shares, you own 45%. If 1000 new shares are issued, your ownership reduces to 17.5%. Although dilution decreases your percentage, the new investment can significantly enhance the company's growth potential. 
Companies often require multiple funding rounds (A, B, C, etc.), each causing further dilution but providing essential capital for development. It's also prudent to reserve around 15% of shares for future key employees in an "option pool." 
Ultimately, owning a smaller piece of a more valuable company is preferable to a larger piece of a stagnant one. Valuation during each funding round is crucial and requires expert advice to ensure fair terms. The benefits to shareholders come when the company grows sufficiently for an exit, such as a trade sale or IPO.
During funding rounds, determining company valuation is crucial, involving terms like "pre new money valuation" and "post new money valuation." These valuations influence the amount of equity given to investors. Funds from new investments should be used for company projects and growth, benefiting shareholders when the company reaches a stage for a profitable exit.
Insert supporting documents
3.4. [bookmark: _Toc993979815]Company Control and Management
Although the day-to-day operations and management of the company are handled by the board of directors, ultimate control rests with the shareholders. Shareholders have significant powers, including the ability to appoint and remove directors. This control is exercised through the passing of resolutions at shareholder meetings. 
3.5. [bookmark: _Toc554160734]Types of Shareholders Resolutions
Shareholders have the power to appoint or remove directors. With 900 shares of the 1000, the researchers own 90% of the company equity. There are two main types of resolutions that shareholders can pass to exercise control over the company.

	Ordinary resolution
	
Threshold

	More than 50% of the voting shares

	
	Purpose 
	This type of resolution is used for general decisions that do not require a higher level of consent. For example, in instances where the company needs to appoint or remove a director, approving dividends or other routine matters

	
	
Voting Requirement

	Simple Majority

	Special resolution
	
Threshold

	At least 75% of the voting shares

	
	Purpose
	This type of resolution is required for more significant decisions that impact substantially the company. These matters may regard changing the company’ articles of association, approving major transactions or dissolving the company

	
	
Voting requirement

	Super majority



3.6. [bookmark: _Toc662215898]Liability
It is important to remember that as a private limited company with shares, shareholders' liability is limited to their unpaid share capital. 
Personal assets are typically protected unless a shareholder assumes personal liability. Directors may face personal liability for reckless actions, such as accumulating unpayable debts or neglecting duties during insolvency.  
Obtaining directors' liability insurance is advisable for those considering a director's role to safeguard personal finances.
3.7. [bookmark: _Toc1160304158]Company Incorporation
Upon formal committee approval the next step is to set up the company. This involves number of actions: 
1. Company incorporation – registering the company, decide on office space, secretary, directors and shareholdings of founders 
2. Register for VAT  
3. Open business bank account 
4. Secure funding 
To help navigate the intricacies of this stage spin offs are advice to involve financial and legal advisors to help cover all the bases.
3.8. [bookmark: _Toc923592614]Timeframe
Establishing a spin-out involves multiple stages, including planning, securing approvals, and setting up operations. This process can take several months or years, requiring careful coordination and management of timelines to ensure smooth progression from concept to launch.
Similarly, you cannot define the timeframe for incorporating a company from the moment that the evaluation committee of the CyI will give you the go ahead to actually registering your company. On a standard, this process can take around six to nine months from the first business plan draft to agreeing to license.
3.9. [bookmark: _Toc1141444229]Documents 
	Business plan
	This conveys the business opportunity and while it will change over time to convey the latest progress reflect the milestones changes, it will present the strategy and operational plans of the spin-off


	Term Sheet
	The initial document of the Shareholder agreement that outlines the headline points of the agreement on the deal/arrangements


	IP Assignment/License
	Whether the company will possess the rights to use the IP or other assets needs to be documented. Such assignment may be compensated with shares issuance


	Shareholders Agreement/Investment Agreement
	Also named Founders agreement, it outlines the relationship between the shareholders such as individual rights and obligations demonstrating the way the spin-off will be managed and operated


	Articles of Associations 
	It is a public document formally filed with the Registrar of Companies. This document governs the internal affairs of the company outlines the rights which attach to the shares in the company


	Secondment Agreement
	Secondment agreements allow researchers to be temporarily assigned to the spin-out, facilitating technology transfer and development while maintaining their academic roles.


	Employment Agreement
	[bookmark: _Int_GMjIj0jG]This document outlines the roles and terms of engagement in the company. As a researcher, will you be an employe or an advisor, if so, will you be full time or part time. The terms of such an agreement need to be documented. Additionally, you will need such agreement if the company has other employees


	Other Agreements
	Additional requirements for access to certain services, training, laboratory space, research facilities or office facilities need to be documented in an additional agreement with the head of the department, CyIBV or CyI


	
	



3.10. [bookmark: _Toc1034919125]Roles of Shareholders and Directors
As an individual, you may have a dual role in the spin-off that involves both that of a director and a shareholder; however, for this handbook's purposes we will provide a clear distinction below between the two.
3.11. [bookmark: _Toc1919137639]Directors
Directors are responsible for the company’s governance, strategic direction, and compliance with legal and regulatory requirements. Understanding their legal duties and responsibilities is crucial for effective company management.
Directors have a duty to protect the interest of the shareholders in the spin-off regardless of their level of engagement. As agents of the company, they form the board of directors' act as the strategic management of the company. Directors should be informed of the financial position of the company and the ability to meet its obligations in the future.
3.12. [bookmark: _Toc1032312338]Executive and Non-Executive Directors
Executive directors in spin-offs hold key management roles such as Managing Director, Finance Director, Operations Director, and Sales Director. They are responsible for the strategic and operational management of the company and are typically employed under service contracts specifying terms like notice periods, salaries and confidentiality clauses. Despite their specific roles, they must contribute to broader board decisions.
On the other hand, non-executive directors do not have day-to-day management roles but bring valuable experience and independent judgment to the board. Often appointed by investors, they help with key areas such as audits and remuneration. They hold the same legal duties as executive directors, including acting in the company’s best interest, exercising care and expertise, and avoiding conflicts of interest.
3.13. [bookmark: _Toc1865549735]Role of the Shareholder
Shareholders have specific rights and responsibilities, including voting on key decisions and sharing in the company’s profits. Shareholders can appoint or remove directors, the latter being responsible for the daily operations of the company. Clear guidelines on shareholder roles help in maintaining governance and operational clarity.

	Main powers

	Vote in general meetings of the company

	Elect new directors or remove existing ones

	Change the Articles of Associations

	Authorize directors to allocate shares in the company to new or existing members



3.14. [bookmark: _Toc777186520]Tax and Income
As a legal entity the spin-off is subject to tax on its profits and should register for VAT. These are calculated based on the company's 12-month accounting period. Companies can carry forward tax losses incurred during a fiscal year for up to five years. These losses can offset future taxable profits, offering financial flexibility and stability.
Cyprus has the IP Box regime that qualified companies can benefit from significant tax deduction on income derived from IP. For innovative and research driven spin-offs this tax rate is as low as 2.5%. 
Cyprus aims to boost innovation and developing allowing companies who invest in R&D to deduct 120% of their eligible R&D expenses from their taxable income.
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