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Court Decision Highlights Importance of Establishing Ownership of 
Employee Inventions

The nation’s top patent court recently issued a decision showing the pitfalls 
that can arise in establishing ownership of inventions made by employees.  
Most valuable biomedical inventions are made by employees of companies 
and institutions.  Most companies and institutions involved in biomedical 
research have employment agreements with their employees that deal with 
ownership of inventions produced by employees.  One common practice ob-
ligates employees to assign inventions to the employer.  The recent decision 
by the U.S. Court of Appeals for the Federal Circuit shows that such obliga-
tions are not always effective in protecting employers’ rights in the inventions 
of their employees.  The practical effect of the decision is to expose a new 
danger in typical employment agreements and provide a new way to attack 
what had been assumed to be established patent rights of employers.

The decision, Board of Trustees of the Leland Stanford Junior University v. Roche 
Molecular Systems, involved a patent covering an important diagnostic test for 
HIV infection.  The test makes use of the polymerase chain reaction (PCR), a 
fundamental technology for detecting genes that was developed by the bio-
technology company Cetus in the 1980s.  In the 1980s, researchers employed 
by Stanford University wanted to develop a test for HIV detection using PCR.  
To do so, the researchers collaborated with Cetus, with one of the Stanford 
researchers going to Cetus to learn PCR techniques.  After the researcher 
returned to Stanford, he and the other researchers there were able to develop 
the HIV test and a patent application was filed for the test.  This application 
eventually issued as a patent and Stanford sued Roche for patent infringe-
ment, accusing Roche of selling an infringing HIV test.

Although the lower court ruled in Stanford’s favor, the appeals court did not.  
Stanford lost on appeal because the court ruled that Stanford was not the sole 
owner of the patent.  The reasoning of the court highlights the importance 
of establishing ownership of employee inventions.  Although the Stanford 
researcher was obligated to assign his invention to Stanford (and did eventu-
ally assign his invention to Stanford), a subsequent agreement the researcher 
signed with Cetus trumped the researcher’s obligation to Stanford and gave 
Cetus co-ownership of the HIV test invention.  From the facts, it appears that 
Stanford was unaware of the agreement signed by the researcher with Cetus 
and that the researcher himself may not have understood the significance 
of the agreement.  Thus, an employee who had an obligation to assign his 
inventions to his employer subverted the employer’s expectations by simply 
signing an outside agreement with another company.  This dangerous cir-
cumstance may be more common, and is certainly a greater risk, than most 
employers may realize.
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This alert provides a general summary of recent legal developments. It is not intended to be, and should not be relied upon as, legal advice.

Under U.S. patent law, an inventor owns any inventions they make.  However, inventors are free to sell their 
rights in their invention.  For example, it is very common that employees sell their rights in inventions they 
make to their employers.  In the Stanford case, all of the inventors of the HIV test patent had employment 
agreements with Stanford.  As is common practice, the employment agreements obligated the Stanford re-
searchers to assign their rights in any invention they made in the course of their employment with Stanford.  
While employed by Stanford, and while the employment agreement was in force, the Stanford research 
went to Cetus to learn PCR techniques.  At that time, Cetus had the researcher sign a “Visitor’s Confidentiality 
Agreement” which stated that the researcher “will assign and do[es] assign to Cetus my right, title, and inter-
est in each of the ideas, inventions and improvements” that the researcher may devise “as a consequence of” 
his work at Cetus.  Thus, at the time the researcher went to Cetus, while he was obligated to assign his rights 
in his inventions to Stanford, he sold to Cetus his rights in any invention he made as a consequence of his 
work at Cetus.

The HIV test invention had not yet been invented when the research left Cetus.  Nevertheless, the HIV test 
did make use of PCR technology and so was made as a consequence of the researcher’s work at Cetus.  Ap-
parently unaware of the agreement the researcher had signed with Cetus, Stanford had the researcher as-
sign his rights in the HIV test invention to Stanford, consistent with the researcher’s employment agreement 
with Stanford.  Stanford recorded this assignment in the U.S. Patent and Trademark Office.  The appeals court 
in the Stanford case viewed the employment agreement with Stanford as merely an obligation to assign an 
invention, not a present assignment of any rights.  The court interpreted the subsequent agreement of the 
researcher with Cetus as an actual present assignment of the inventors rights in future inventions.  Accord-
ing to the court, as soon as the HIV test invention was made, Cetus acquired legal ownership of the inven-
tion.  The subsequent assignment by the researcher to Stanford was held by the court to be ineffective be-
cause, according to the court, once the researcher’s rights passed to Cetus by virtue of the Cetus agreement, 
the researcher no longer had any rights in the invention and thus could not assign any rights to Stanford.  
The effect was to nullify Stanford’s expectations in ownership due to the unilateral action of its employee.

The Stanford case raises a number of issues for employers.  First, employers would be well advised to change 
employment agreements to make present assignments by employees for future inventions rather than 
merely obligating their employees to assign inventions in the future.  Second, employers should take steps 
to become aware of side agreements their employees may have signed and should make employees aware 
that they should never sign such agreements without first having the employer review them.  Third, employ-
ers should ask new and current employees to inform the employer of any prior agreements or contracts the 
employees may have signed regarding patent rights.

The Stanford decision can be found at http://www.cafc.uscourts.gov/opinions/08-1509.pdf.


