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Types of IP Protected

by Employment Agreements

* Inventions that may be protected by
a patent or as a trade secret.

» Words and logos that may be used
as a trademark.

* Images, text, designs, etc. that may
be protected by copyright
registrations.

Employer Ownership

« Under the “work for hire” doctrine, an employer owns
copyrights for works developed by an employee.

« Federal and state trademarks must be used “in
commerce” in order to exist. The entity which has
used the mark owns it.

« In the absence of an agreement, an employee
presumptively owns an invention which may be
protected as a patent or a trade secret. This is true
even if the invention is developed on company time
while using company facilities!




Joint Inventors and Patent
Ownership

« If an invention was invented by joint inventors
and one of the inventors is not under an
obligation to assign the invention then that
inventor can sell his/her interest to your
competitor.

« Even if the non-obligated co-inventor made
an inventive contribution which is claimed in
only one claim of the patent, rights to the
entire patent can be transferred to any entity
or individual by the co-inventor.
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Joint Inventors and Patent Ownership

« Example: Imagine that a gun was invented
by Inventor A and that a safety device was
invented by Inventors A & B. Only Inventor A
must be listed for a patent application which
generically claims a gun and does not
mention a safety device. Both Inventors A &
B must be listed for a patent application with
claims directed to a gun and a safety device.

« However, strategic claim recitation to avoid
co-inventorship is not always possible.

Ownership of Patents and
Patent Applications

Surprises about patent ownership with regard to
inventions from employees usually occur:

1. When an employee refuses to sign the
papers related to the filing of a patent
application including the assignment,
declaration and the power of attorney.

2. During litigation when a company seeks to
enforce a patent and cannot prove
ownership.




Ownership of Patents and
Patent Applications

» Employment agreements are
critical to avoid being surprised to
learn that an employee owns an
invention which was paid for by the
company.

* Properly crafting the employment
agreement is also critical.

Ownership of Patents

« Article |, Section 8, Clause 8, of the U.S.
Constitution provides Congress the power . . .
“[tJo promote the Progress of Science and
Useful Arts, by securing for limited Times to
Authors and Inventors the exclusive Right to
their respective Rights and Discoveries.”

« Despite the federal framework for obtaining
patent protection, federal law is rarely
relevant to ownership of a patent.

Ownership of Employee’s
Inventions

« 13 states have statutes related to ownership of
employee inventions including California,
Nevada, Utah and Washington.

« Common law continues to control in states
without relevant statutes.

« Employees are entitled to “reasonable
remuneration” for their inventions in China,
Germany and Japan.




Common Law Ownership

Ownership Categories:

— Inventions invented by employees who are
employed to invent are owned by the
employer.

— Ownership of inventions invented by general
employees who are not focused on inventive
activities depends on the facts.

— Inventions that do not relate to the business
of the employer are typically owned by the
employee.

Clauses in Employment
Agreements Related to Inventions

* Pre-employment invention clause
 Pre-invention transfer clause

» Post-employment invention clause

* Clause regarding representation at the

Patent Office and inventor cooperation

Pre-employment Invention Clause

< Entering the employ of a new employer does

not impact ownership of any inventions which
the new employee made prior to the
commencement of employment.

* Require new employees to list such pre-

employment inventions and other intellectual
property or to warrant that there is no such
intellectual property.




Pre-invention Transfer Clause

¢ Cover everything and include in all
agreements

— List the “kitchen sink” to cover all forms
intellectual property but include a list of
excluded inventions to avoid an assertion
of unreasonableness.

A transfer clause should be included for all
employees not just those who are hired to
develop products.

Pre-invention Transfer Clause

¢ When an employed inventor invents an
invention under the obligations of a pre-
invention transfer clause in an employment
agreement, equitable title to the invention is
transferred to the employer-assignor.

¢ Legal title to the employee-inventor’'s
invention is transferred upon execution of a
written assignment which identifies the patent
application or patent.

Flawed Transfer Clause: Cases

» Arachnid Inc. v. Merit Industries, Inc., 939 F.2d
1574 (Fed. Cir. 1991) - the infringer successfully
argued that the patent was never assigned
because the agreement used the phrase “hereby
agrees to assign.”

« Speedplay Inc. v. Bebop, 211 F.3d 1245 (Fed.
Cir 2000) - the same argument failed because
the grant clause in the employment agreement
was written in the present tense which provided
for the transfer of the invention from the
employed inventor to occur as a matter of law.




Flawed Transfer Clause: Fatal!

Even though an invention has not yet been
invented, use “assigns” in the transfer clause
to effectuate the transfer. Once the invention
is conceived and/or reduced to practice the
transfer of title is immediate.

Avoid the arguably more logical phrase,
“agrees to assign” or an equivalent as such a
phrase is a merely a promise to assign a
future invention.

Transfer Clause:
Condition of Employment

An offer of employment is sufficient
consideration for the transfer of future
inventions to be effective. Note,
however, that it is necessary for the new
employee to actually sign an agreement
which specifically provides for the
transfer.

—Banks v. Unisys Corp., 228 F.3d 1357
(Fed. Cir. 2000)

Transfer Clause for
Existing Employees

For existing employees, the
employment agreement needs to
retroactively address inventions
which the employee may have
already invented in addition to
possible inventions which the
employee may invent in the future.




Transfer Clause:
Existing Employees and Consideration

* Reliance on continued employment
as consideration for the execution of
an assignment of inventions can only
be safely made in some states.

» Utah is the only state which statutorily
provides for the acceptability of
continued employment as
consideration.

Additional Consideration

If the assignment relates to an
employee who is employed in a state
which does not view continued
employment as sufficient consideration
for execution of the assignment,
consider offering additional
compensation for execution of the
assignment.

Post-employment Invention
Clause

Require the employee to disclose all
patent applications filed within a year
after termination of employment.

Require the employee to confirm that all
inventions disclosed in the patent
application are outside the scope of the
employment agreement and to provide
any evidence necessary to prove it.




Representation and Inventor
Cooperation in Patent Procurement

Legislation is pending which will enable
the assignee to pursue patent protection
in its name as is possible in other
countries.

Until the legislation passes, only the

inventor(s) can make application for a
U.S. patent.

Representation and Inventor
Cooperation in Patent Procurement

An assignment filed with respect to a
patent application can be used with
subsequently filed divisional and
continuation applications.

However, the assignment cannot be

used with improvement applications.

For example, provisional to utility and
continuation-in-part applications.

Representation and Inventor
Cooperation in Patent Procurement

Consider requiring the employee to
grant a special power of attorney which
provides authorization to execute
assignment documents related to
inventions invented within the scope
and term of employment and any
related improvements.
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