Presenting a live 90-minute webinar with interactive Q&A

Allocating Patent Ownership in Joint Development
Agreements: Inventorship, Subject Matter, Joint
Ownership
WEDNESDAY, JUNE 9, 2021
1pm Eastern

|

12pm Central | 11am Mountain

|

10am Pacific

Today’s faculty features:
Dr. Gloria Fuentes, Vice President & Assistant General Counsel, Bristol-Myers Squibb Co.,
Innovation Law Group, New York
Anne Elise Herold Li, Partner, Crowell & Moring LLP, New York

The audio portion of the conference may be accessed via the telephone or by using your computer's
speakers. Please refer to the instructions emailed to registrants for additional information. If you
have any questions, please contact Customer Service at 1-800-926-7926 ext. 1.

Tips for Optimal Quality

FOR LIVE EVENT ONLY

Sound Quality
If you are listening via your computer speakers, please note that the quality
of your sound will vary depending on the speed and quality of your internet
connection.
If the sound quality is not satisfactory, you may listen via the phone: dial
1-877-447-0294 and enter your Conference ID and PIN when prompted.
Otherwise, please send us a chat or e-mail sound@straffordpub.com immediately
so we can address the problem.
If you dialed in and have any difficulties during the call, press *0 for assistance.
Viewing Quality
To maximize your screen, press the ‘Full Screen’ symbol located on the bottom
right of the slides. To exit full screen, press the Esc button.

Continuing Education Credits

FOR LIVE EVENT ONLY

In order for us to process your continuing education credit, you must confirm your
participation in this webinar by completing and submitting the Attendance
Affirmation/Evaluation after the webinar.
A link to the Attendance Affirmation/Evaluation will be in the thank you email
that you will receive immediately following the program.
For additional information about continuing education, call us at 1-800-926-7926
ext. 2.

Program Materials

FOR LIVE EVENT ONLY

If you have not printed the conference materials for this program, please complete
the following steps:
•

Click on the link to the PDF of the slides for today’s program, which is located
to the right of the slides, just above the Q&A box.

•

The PDF will open a separate tab/window. Print the slides by clicking on the
printer icon.

Licensing: Best Practices
Gloria Fuentes & Anne Li
June 9th 2021

Agenda
• Why enter into a Joint Development Agreement (JDA)
• Purpose, Advantages, and Disadvantages
• Why enter into a Joint Venture (JV), an alternative to a JDA.
• Purpose, Advantages, and Disadvantages
• Contract considerations
• Intellectual Property Considerations
• Background IP (pre-existing IP)
• Foreground IP (created during the Joint Development or Joint
Venture)
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Agenda (cont’d.)
• Patent:
• Patent Structures
• Ownership Allocation
• Based on Inventorship
• Based on the Subject Matter
• Joint Ownership of All

Crowell & Moring | 7

Why enter into a Joint Venture (JV)
Agreement between two or more independent parties to form a separate
entity jointly develop a product or technology.

Purpose
• To develop a new
product or
technology

Potential Advantages

• Independence &
focus
• Limits liability
• Expanded access to
financing
• Facilitate entry into a
new market

Potential Disadvantages

• Subject to laws governing
business entities, tax laws,
antitrust laws, and securities
laws
• Lack of control by original
parties
• Difficult to unwind
• Conflicts are more likely
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Why Enter Into a JDA
Agreement where two independent entities collaborate to jointly
develop certain product or technology

Purpose

• To develop a new
product or
technology.

Potential Advantages
• Flexibility (duration,
objectives, structure)
• Easier to dissolve (no
company is formed)
• Entities maintain
independent control

Potential Disadvantages

• Detailed contractual
provisions (greater
room for error if the
contract does not cover
all important assets)
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Regardless of structure, IP is key
Both situations make for a challenge in how to allocate the
background and foreground intellectual property.
So let’s look at an example of a Joint Venture to see how
these Intellectual Property issues may arise.
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A Joint Venture by Example

Old McDonald’s Farm

Let Them Eat Cake, LLC
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Contract Considerations: Defining the Relationship
• Central to Defining the Research & Development Relationship:
The Business Purpose
• Why are we forming this relationship?
• Must be revisited frequently in order to best maintain
aligned expectations.
• What do we expect from it?
• When do we expect those results?
• Who performs which roles?
• How will this work?
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Contract Considerations: Defining the Relationship
• Items for Parties to Consider:
• What is the Product?
• Is there a process or service that needs to be developed in order to
deliver the product?
• Are we making something new or improving on an existing product?
• What/Where is the Market?
• How/Where will the product be produced? By whom?
• How does this new business effect other ventures of the parties?
• Look at all of the technical, operational, financial, accounting,
regulatory, legal, and tax aspects.
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Business Purpose Revisited
Why are we here?
• Initial purpose
• What if Research and Development went a
different way:
•
•
•
•

Does this purpose still make sense?
Are there new avenues?
Does this change the competitive landscape?
Is one party now contributing the lion’s share?
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Business Purpose Revisited
Why are we here?

• What if the Market changed – the Fidget
Spinner problem:
• Do people still want it?
• Did the industry innovate over current
plans?
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Contract Considerations: International Considerations
Cross-Border Collaborations or Ventures
• Challenges Posed by the Cross-Border
Collaborations and Ventures
• In what country is the venture located?
• Where is research and development
being conducted? Where is the product
being produced?
• Where is the product going to be sold?
• Intellectual Property:
• Different jurisdictional requirements for
registration, allocation, and licensing.
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Now that We Have Decided Our Business Structure…
How do we make it successful?

• IP
• Background (Pre-Existing) IP
• Foreground IP
• People
• Which do we keep for our solo business, which do we
contribute to the new project?
• Research and Manufacturing Facilities
• Where are they? Who owns them or is responsible for
them?
• Additional Support
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People

Choose the Correct Baker

• Knowledge:
• Transferred Pre-Existing IP has to be
given along with someone who
knows how to use it.
• Too much knowledge can be
negative.
• Discretion
• Avoid sending over “The
Information Super Highway”
• Invested in the Success of the Project

Invested

Knowledge

Discretion
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Pre-Existing IP: What to Give
Key Considerations
• There are many forms of IP:
• Know-How
• Trade Secrets
• Patents
• Trademark
• Copyright
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IP – It’s not just patents
• Know-How: Any form of technical information or assistance
relating to the manufacture or placing into operation of said
products. Also includes any practical knowledge, techniques,
and skill that are required to achieve some practical end.
• Trade Secrets: Something used in a company’s business that (a)
is not known or readily accessible by competitors, (b) has
commercial value or that provides a competitive advantage in
the marketplace, and (c) the owner of the information protects
from disclosure through reasonable efforts to maintain secrecy.
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IP – It’s not just patents (but it’s also patents)
• Patents (Utility, Design): Utility- Anyone who invents or discovers
any new or useful process, machine, article of manufacture, or
composition of matter, or any new and useful improvement
thereof; Design- Anyone who invents a new, original, and
ornamental design for an article of manufacture.
• Trademarks: Any word, phrase, symbol, design, or a combination
of these things that identifies your goods or services. It’s how
customers recognize you in the marketplace and distinguish you
from your competitors.
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Pre-Existing IP: What to Give
Key Considerations
• IP should only be brought into the collaboration as necessary to the JDA
or the JV.
• Are you free to bring this IP into the collaboration?
• Does the collaboration need exclusive or non-exclusive rights?
• Agreement might provide for exclusive and non-exclusive rights to
different types of IP
• Be clear and specific -> Beware of “implied” licenses!
• The relative value of your IP:
• What is the relative value of the IP in comparison to the collaboration’s
predicted output?
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Pre-Existing IP: How to Give It
There are 2 ways to give IP:

License
or

Assignment
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Pre-Existing IP: How to Give It
License Considerations
• Term (short-term v. long term)
• Type (exclusive, co-exclusive, non-exclusive)
• Rights granted (research, develop, manufacture, sell)
• Field of use (broad or narrow)
• Geographical limitations (national, regional, global)
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Pre-Existing IP: How to Give It

Assignment Considerations
• Considerations:

• Who is being assigned the IP?
• Current assignment language versus
promise to assign.
• License back to the party that
contributed the IP?
• Term (Indefinitely v. Annually v. Upon
Dissolution of the Project)
• Mechanism for Reassignment, if
necessary

• Scope of the Assignment
• Grant back rights
• In What Field can the
Assignment be Exercised:
• Must not be a field that
competes with the business
dealings of the original
assignor.
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So how do we protect our cake?
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Jointly-Developed IP
Old
McDonald IP

Joint IP

Suzy IP
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Patent Structures: Broad versus Narrow
Patent Structures to Consider- Broad
• Companies are faced with the “multi-invention problem”.
• Two Patent Structures to Consider: Broad (omnibus) Patent or narrow
(granular) Patent.
• Broad/Omnibus Patent: A single patent application disclosing multiple
inventive features of a patent.
• Benefits: Determining inventorship is time sensitive. People
remember their role in an invention in an outsized way, not in a
specific fashion.
• Risk: Lose opportunity for a patent in a first-to-file system
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Patent Structures: Broad versus Narrow
Patent Structures to Consider- Narrow/Granular

• Narrow/Granular Patent: Many small patents are filed one at a time.
• Benefits: Can determine the patent by inventor. Lesser risk of not
meeting the first to file requirement.
• Risk: Prior art of your own making. Can set off a domino effect for
all proceeding patents.
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Foreground IP: Ownership
• Ownership of Foreground IP:
• Inventorship
• Subject Matter
• Combination of the above
A key step in drafting the agreement is determining how the Foreground IP will
be allocated and, if needed, creating various “buckets” of IP. Each “bucket” of IP
can be treated differently
• Inventorship & Ownership
• In the US, inventions are owned by the inventors
• Inventorship cannot be changed by contract -> contract only changes
ownership
Crowell & Moring | 30

Foreground IP: Ownership by Inventorship
• Allocates ownership of the newly developed IP to the party who
invented it. Under this approach:
• Solely by one party’s representatives is owned by that party; or
• Jointly by each party’s representatives is jointly owned
• Potential disadvantages:
• There could be joint ownership
• Rights to exploit and allocation of prosecution/enforcement rights
can be complicated
• Disincentives to full, open collaboration may be created since parties’
might be reluctant to generate joint IP
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Foreground IP: Ownership by Subject Matter
• Allocates ownership based on the subject matter, regardless of inventorship.
• Could work when parties are in different fields
• Subject matter X -> Party A
• Subject matter Y -> Party B
• Subject matter Z -> Jointly own
• Facilitates collaboration
• Potentially easier allocation of prosecution/enforcement rights
• Potential disadvantages:
• Could be impractical
• Can complicate the assignment and filing process
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Foreground IP: Customized Ownership
• Contract can provide for a combined approach
• Subject matter X -> Party A
• Subject matter Y -> Party B
• Subject matter Z -> Jointly owned or ownership based on
inventorship
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Foreground IP: Joint Ownership
Joint Ownership

• Under U.S. Patent Law, each joint owner of a patent can:
• Make, use, offer to sell, sell, and import the patented invention
without the consent of and without accounting to the other joint
owners for any share of any resulting income; and
• Freely license the patent to any third party without the consent of
the other joint owners.
• Joint owners might need to cooperate to enforce patent
• Different countries have different rules
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Foreground IP: Joint Ownership
Joint Ownership

• If there a possibility of Joint IP, the agreement should address:
• Who can exploit Joint IP and for what purpose?
• Joint IP could be exclusively licensed to one party
• Who can license the Joint IP? Duty to share royalties?
• Who has the right to prosecute? Who pays for it? What happens if the parties
disagree as to the prosecution strategy?
• Who has the right to enforce? What happens if the parties disagree as to the
enforcement strategy?
• Note that co-owner might be needed to enforce

Careful drafting of Joint IP provisions is required to avoid
unintended consequences.
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Foreground IP: How to give it
Ownership and Licenses
• Regardless of who owns the Foreground IP, it can the subject of
exclusive, co-exclusive or non-exclusive licenses that can be limited by
field, geography, etc.
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Post-Collaboration: Ownership of Improvements
Who owns that cake after termination of the agreement?
• Rights after the termination depend on predetermined patent
application structure and other contractual provisions.
• Regardless of ownership, the agreement can provide for assignments
or licenses at the time of termination.

Careful drafting of is required to avoid further disputes during
termination.
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Post-Collaboration: Ownership of Improvements
Who can bake cake?

• Questions to Consider at the contracting stage:
• Can either party continue to make “Cakes” for the purposes of
developing the cake or developing derivative IP in their own
businesses?
• If the Joint Project/Joint Venture is deemed unsuccessful, can one
party continue efforts to develop that IP that was the objective of
the Joint Project/Venture? If so, must the developments or
improvements be shared?
• If the IP is held by the Joint Venture Company, will the Joint Venture
license the IP to the parties?
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Post-Collaboration: Derivative IP
• Derivative IP is typically beyond the scope of the joint development
agreement.
• Created during the course of the JV, but is ancillary or even
completely separate from the purpose of the JV. It is difficult to
define and address by agreement.
• It is often difficult to accurately define and address by agreement.
• It is often difficult to correctly separate what is a joint development
effort central to the purpose of the Joint Venture and what is or
who made a modification or derivative of a party’s Contributed IP.
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Post-Collaboration: Derivative IP
• It is typical for parties who contributed IP to the Joint Project
or the Joint Venture to want to retain rights to modifications
or derivatives of the Contributed IP.

Crowell & Moring | 40

Post-Collaboration: Derivative IP
• Some questions to consider:
• Who owns the Derivative IP?
• Who actually created the Derivative IP?
• Was any Contributed IP embedded into the Derivative IP?
• Who will seek protection of the Derivative IP and if so, in what
jurisdiction?
• Is there any obligation to license Derivative IP to other parties
and/or to the Joint Project or Joint Venture?
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Post-Collaboration: Derivative IP
Who owns the sprinkles?
Suzy IP

Old McDonald IP
Joint IP
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The Break-Up
What Happens When a Joint Project or a Joint Venture ends?
• Best accounted ex-ante in the Joint Development Agreement or Joint
Venture Agreement.
• Distinction: Dissolution of a Solvent v. Insolvent Company.
• Default Rule: IP owned by the Joint Venture is treated like any other
asset.
• Common Joint Venture Exit Strategies:
• Spin Off
• Merger or Acquisition
• Dissolution
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The Break-Up
Spin-Off, Merger or Acquisition, Dissolution
• With all strategies, consider if there are “in-bound” or “outbound”
licenses.
• Spin Off: JV turns into an independent company owned by the JV
partners but with independent control.
• Merger or Acquisition: The JV company merges with another existing
company or the JV company is acquired by a parent company.
• Dissolution: The JV company ceases to exist.
• Can have automatic allocation built into the contract.
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The Break-Up
Spin-Off, Merger or Acquisition, Dissolution
• Dissolution: The JV company ceases to exist.
• Can have automatic allocation built into the contract.
• Methods of Assigning IP if the JV Company Dissolves:
1) Assign the IP Assets to Both Members as Joint Owners.
2) Assign all of the Joint Venture IP to one party, while simultaneously
assigning licenses to the other Joint Venture partner.
3) Assign all IP to a separate entity that acts as a holding company for
the IP assets and license rights of the parties.
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Questions?

crowell.com
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