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Compensation for Non—enforcement Indemnification between Universities
and Companies and Tax Law Issues (1)

Faculty of Liberal Arts, Department of Life Planning
Saori OCHI

Abstract

This paper discusses the compensation for non—enforcement indemnification between universities and co
mpanies and the corresponding tax law issues.

This paper delivers an account of an academic-industrial allinance framework, and examines how to eva-
luate the intellectual assests that arise from collaborative study deliverables emerging from such a framework.

In an academic—industrial collaborative study, the company tends to seek deliverables as they are profit—
driven; however, the university tends to aim for academic rigor and seeks expenditure on the study. Thus
the partners in such academic-industrial alliances have different aims but share common values in creating
intellectual assets.

Both the company and the university apply for intellectual property rights during a patent application that
arises from a collaborative study; however, the non—enforcement indemnification paid to the university by
the company results in the generation of an exchange—value between the company and the university.

Non—enforcement indemnification is the compensation that a company pays to a university in return for
the profits that it will earn from the study results. Therefore this paper concludes that these indemnification
costs are includable in a company’s deductible expenses.

Keywords: academic—industrial alliance, non—enforcement indemnification, inclusion in expenses, Corporate

tax, joint patent



