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ABSTRACT

The main objectivessof this stﬁdy are, firstly to study the
principles and procedures in determininé the cost of a patent and
royalty, and secondly to/study accounting methods for patents. This
study is based on the study from various text books, official
aocuments,questionnaires sent to people concerned, financial statements
of general juristic persons and. juristic personé set up under a foreign
law engaging in a business. 1In addition, the study./is also based on
interviewing officials-at the Department of Commercial Registration;
Minisfry of Commerce., The ultimate conclusions of this study are as

follow:~

The cost of a patent should include all of the relevant expenses
such as, research and development costs, thejcost of patent when patent
right was obtained from owners, registration expenses, attorney fees and

government fees,

In determining the royalty to be cbtained in a license contract,
actual costs of a patent and expected future benefit to be defived
from a license contréct are included in the royalty. Further more, in
some case certaig non-monetary conditions are also included in the

license contract such as certain restrictions which in effect increases



the licensee's cost of patent license .

Whether a patent is granted in respect of invention or
assigned from otliers, all of the relevant expenses should be recorded
in the patent account. The cost of a patent will then be amortized

over the accounting periods to be benefited from the patent.

For licensee, é lurmp sum payment for a pgtent should be recorded
in a deferred cost account. The deferred cost account is then
amortized over the accounting'periods to be benefited from the license.
In the case of royalty, payments should be charxrged to expense account

in the period in which they are incurred.

The patent's amorxtized expense or royalty must be included in
the cost of patent's product in the period in which those expenses are

incurred.

When a patentee grants his patent right to any persons, the
cost of the patent should be transfered from patent<account while

profit or loss from thé transaction should be recognized.

Money received in Jump sum in return for a patent right may be
treated as deferred revenue and amortized over the life of the contract
or can be recognized as revenue when rec;.eived; while royalty received
should be recognized as'revenue' in (the/period in thch i£ is/ received.
Relevant expenses concerning patent licensing shduld be treated on

accrual basis,

In Balance Sheet, patents and deferred cost are presented underx
other assets item while deferred revenue is presented under other
liabilities item. Relevant expenses and material information concerning

license contracts should also be disclosed.



From the questionnaires received from nine patentees for the
study of this thesis, three patentees included all relevant expenses

as the cost of patents.

Since the majority of patentees do not record the cost of patents
as such, their financial statements do not present fairly the financial

position and results of their operation,
~The author suggests that :-

1. Patentees shotild determine the cost of their patent
right and disclose the ingormation in their financial statement, so
that the latter presents fairly the fina’nc;ial position and results of’
their operation,

2. Accounting and reporting‘standards concerning patents
should be established by Institutes’ concerned sc that a wniform practice
would be followed. Information provided would then be of beneficial

use to all people concerned.
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