
Dr Janice Denoncourt, Nottingham Law School
21 November 2019

Intellectual Property Awareness Network 
CIPA House, London, UK  



1988 BA McGill University
1995 LLB University of Western Australia
1996    Australian Barrister &  Solicitor
1997    Graduate Institute of Company Directors
1998    In-house Counsel Australian plc
2001    Senior Associate IP Minter Ellison

Registered Trade Mark Attorney
2002    Chevening Commercial Law Scholarship
2003    Legal Affairs Manager, private UK company
2006    Solicitor England & Wales
2008    Senior Lecturer in IP, company, business law
2015 PhD, University of Nottingham
2018 Intellectual Property, Finance and Corporate                                    

Governance (Routledge) 



This Photo by Unknown Author is licensed under CC BY-NC-ND





©J Denoncourt 2014-2019



 Accounting for intangibles
 Historiographic tour of accounting 
 Corporate financial accounts
 IAS 38 intangibles
 The missing links: corporate 

narrative disclosure and 
technology readiness levels (TRLS)  
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My research explores the intersection between:

 requirements for accounting standards for intangibles 
(IAS 38); 

and 

 changing concept of corporate governance under the 
rubric of shareholder value. 
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A few decades ago, ‘IP value’ as a concept did not exist. 

In some transactions, patents were given a nominal value of £1 each.

Now we have mega-patent transactions attributing millions of 
monetary value.



Global Co. 
Public Co. 

Large Private Co. 
SME  

Micro company 
Start-up

Inventor/creator/entrepreneur

*A variety of IP valuations are needed at different stages 
of the business life cycle. 
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 Variable within a wide range and over time... 



ACCOUNTING DOMINATES 
IP ASSET VALUATION
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Accounting standards affect valuation and recording of IP assets.



Under IAS 38 internally developed IP is an 
expense and ‘off balance sheet’



 In Ch 4 of Intellectual Property, Finance and 
Corporate Governance (2018) I examined the 
deeper reasons rooted in the history of double 
entry book keeping as to why accounting for 
intangibles and IP is so difficult.



 High margin businesses (tech, media and pharma)
require staggering up front investment and are 
fraught with risk. 

 Patents are helpful for REDUCING RISK
 Patent increase the amount of securing funding 

obtained.  
 US patent applications strongly predict the 

presence and amount of VC funding. 
Source:  B. Hall ‘Is there a role for patents in the financing of new innovative firms?’ (May 2018) Max Planck 
Institution for Innovation and Competition Research Paper No 18-06



 Patent portfolio increases valuation of start-up 
firm, especially when firm founders have no IPO 
experience or when firm not financed by a 
prominent VC. 

 Even if firm is unsuccessful, patents/IP provide 
salvage value on restructuring and new financing. 

 Patenting positively associated with future growth 
and survival in the long term. 

Source:  B. Hall ‘Is there a role for patents in the financing of new innovative firms?’ (May 2018) Max Planck 
Institution for Innovation and Competition Research Paper No 18-06



Relying on accounting figures 
alone does not give 

an accurate picture of 
corporate IP value.

We blur perception of IP value
obscured in corporate 
financial statements
with future prediction
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 Bad Blood, John 
Carreyrou’s tale of 
the rise and fall of 
Theranos,Inc.  the 
blood-testing 
company



200 plus patent portfolio
Unicorn investment and valuations
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 Principle (TRL 1)
 Concept (TRL 2)
 Proof (TRL 3)
 Standalone (TRL 4)
 Integrated (TRL 5)
 Demonstrated (TRL 6)
 Prototype (TRL 7)
 Qualified (TRL 8)
 Proven (TRL 9)

Claiming equivalent 
of TRL Level 7-8

Reality =  TRL 1-2 



 Now widely used in public finance and by 
Horizon 2020 EU research funding program. 

Since 2014, the European Commission 
adopted TRLs to guide Research, 
Development & Innovation in the EU’s 
Framework Programme for Research 
and Innovation 

H2020 call topics require bids 
to reference TRL level to indicate which 
maturity of technologies to be funded.  
Also used to denote the difference 
between funding schemes and types of 
project, e.g. Research and Innovation 
Actions (RIA) or Innovation Actions (IA).



 Well-established method to estimate maturity of 
critical technology elements on a scale of 1 to 9.

 Originally developed by US National Aeronautics 
and Space Agency (NASA) in the 1980s to help 
with decision-making and allocation of public 
funding. 



 There is a bespoke TRL system for 
software.

 TRLs can be tailored to the industry.

 Useful approach for public 
communication and governmental 
bodies to clearly identify the overall 
technology maturity (though it may 
overlook the complexities of actual 
technology development).



1. Enables consistent uniform discussions of 
technical maturity across different types of 
technology.

2. An entrenched measurement tool to support the 
assessment of investment and funding risks in 
publicly finance technology.

3. Could be more widely used in private finance and 
corporate reporting.

4. Facilitates cross-sector communication regarding 
technology and could help to improve 
transparency and disclosure of intangibles in 
business reporting.



It is unrealistic to expect the value of a business to be fully 
represented in its balance sheet; there is always likely to be a gap 
between the balance sheet total and the market capitalisation of 
a company. The paper suggests several ideas for expanding the 
information provided, both quantitative and qualitative, to 
improve users’ assessment of corporate value. 

Paul George
Executive Director Corporate Governance & Reporting
UK financial Reporting Council (FRC)



 FRC recognises the corporate governance challenge 
– namely, the inadequacy of traditional accounting 
methodology to deal with the future value creation 
potential of intangibles and monopolistic IP rights.

 Calls to reform the accounting (quantitative) and 
narrative reporting (qualitative) of intangible assets 
in response to the move to a knowledge-based 
economy and the greater store of corporate value 
which resides in intangibles.
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• Corporate value is now closely linked to the IP. 

• Directors and investors get a distorted view of corporate 
strengths and weaknesses, inhibiting deciding and judging 
strategy. 

• Shareholders and other stakeholders seek more relevant, 
accurate and timely information about corporate IP assets – the 
type of information known to internal management. 

• At the same time, public disclosure of IP information and 
strategy invites both accountability and competitive exposure. 



The account MUST provide 
a ‘true and fair’ view 

= overarching LEGAL standard
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Section 396(2) The accounts must—

(a)in the case of the balance sheet, give a true and fair view of the 
state of affairs of the company as at the end of the financial year, 
and

(b)in the case of the profit and loss account, give a true and fair 
view of the profit or loss of the company for the financial year.



 Create IP line items in the accounts
 At Cost!
 Even if off balance sheet!
 Enables the IP assets to be tracked over their 

lifetime.
 Ensure integrity of the accounts
 Valuable data over the lifetime 

of the company



Triangulate financial performance 
with narrative legal and strategic information.

Triangulation is a powerful technique that 
facilitates validation of data through 

cross verification from two or more sources.
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Unlocking the quantitative and 
qualitative value of 

intangibles and IP assets 
that increasingly underpin 
the innovation economy.  

Involves crossover been the 
accounting, legal and other 

disciplines.

Increasing role for IP expertise, 
especially patent attorneys.
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IP law and practice
IP law education
IP commercialisation

www.ntu.ac.uk/ipresearch
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