
INTELLECTUAL PROPERTY

Protecting your intellectual property rights is a lot like doing yardwork. For instance, 
most landscaping experts will tell you that timing is everything as there is an optimal time 
for pruning, planting, and just about every other task required to keep your yard looking good. 
Similarly, there are critical dates and deadlines to keep in mind when seeking patent protection 
for your inventions. In addition, just as having a perfect lawn is never easy, obtaining a patent 
is becoming more arduous by the day, especially for certain types of inventions. Finally, when cutting 
the grass or trimming the bushes it is important to have a vision of what the end product should look 
like. Likewise, it is critical to have a clear strategy in mind when developing and managing 
an intellectual property portfolio. As a part of this intellectual property strategy, patent owners should 
seek to avoid the pitfalls associated with licensing and joint development agreements.

1) File before you dial. 

In most companies there is an inherent struggle between the marketing department 
and the engineering department when it comes time to launch a new product. The marketing 
department will always want to advertise the new product as far in advance as possible, in an effort 
to capture and develop excitement in the marketplace. A premature marketing blitz, however, 
can make the engineers’ job more dif�cult, especially if the product still has a few bugs to be 
worked out before launch. Moreover, although early marketing can be advantageous from 
a trademark perspective, disclosing the details of a new invention before �ling a patent application 
can have serious drawbacks.  

Trademarks are words, symbols, or phrases that identify the source of goods. A trademark can be
registered with the U.S. Patent and Trademark Of�ce by �ling a trademark application, yet use 
of the trademark in connection with the goods prior to �ling such an application can confer bene�ts 
to the applicant. In particular, early use of the trademark can give the �rst user local rights 
in the trademark. These �rst user trademark rights may survive a challenge by another entity 
that uses a similar mark after the �rst user, but �les its trademark application before the �rst user.

Patent protection, however, is a whole different ballgame. Unlike trademarks, patents are designed
to protect the novel, non-obvious aspects of an apparatus or method. An issued patent gives its 
owner the right to exclude others from making, using, offering to sell, and/or selling a product 
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(or method) covered by the patent. Also, unlike trademarks, public disclosure of an invention prior to �ling 
an application can be detrimental to an applicant’s attempt to obtain patent protection. In particular, 
public use of the invention, placing the invention on sale in the United States, and describing the invention 
in a printed publication either in this country or in a foreign country initiates a one-year patent application 
�ling deadline. In other words, by law, an applicant has one year from the date of �rst use, offer for sale, 
or publication to �le a patent application in the United States. If the applicant does not �le for patent 
protection within this one-year period, the applicant will be barred from obtaining patent protection 
in the United States for the invention.  

The actual date of �rst use, publication, or offer for sale can be dif�cult to determine, particularly for
larger organizations or for organizations involved in a variety of marketing and sales activities. In addition, 
even if the date of �rst use is clear, the one-year deadline for �ling a patent application can easily 
be missed as time goes on.  

Inventors should also keep in mind that the time of �ling requirements in many foreign countries 
are different from those in the United States. In particular, in most European countries, public disclosure 
of the invention prior to �ling a patent application will bar the applicant from obtaining patent protection in 
that country. This can be a tough pill to swallow for many applicants looking to obtain protection 
for their inventions overseas. As a result, it is generally advisable to �le a patent application before 
any marketing efforts get underway. For instance, once a patent application is �led in the U.S., 
applicants have one year to �le a corresponding European application. After the U.S. �ling, and prior to 
the corresponding European �ling, the applicant may begin marketing the invention without losing 
any rights.

2) Combinations of known components are not patentable.

The number of patent infringement lawsuits being �led has increased dramatically over the years 
and this increase in litigation has helped to reshape the landscape of modern patent practice. 
Nowhere is this more evident than with patent applications based on a combination of known 
components, and for inventions based on business methods.  

In general, an inventor is entitled to a patent unless the invention has already been patented 
or has already been disclosed in an earlier publication. To begin the patent process, the inventor 
will submit a patent application, including a set of claims, to the patent of�ce for consideration. 
The claims are a list of numbered sentences de�ning the scope of protection the inventor hopes 
to obtain. At the patent of�ce, a patent examiner will evaluate each of these claims individually 
to determine whether:

 1. the subject matter covered by the claims is eligible for patent protection,
 2. the claimed invention is novel in view of previous patents and publications, and
 3. the claimed invention is nonobvious over such documents.  

As a part of this evaluation, the examiner may reject the claims based on a single document disclosing 
all of the recited claim elements (novelty). Alternatively, if a single document disclosing all of the elements 
cannot be found, the examiner may base the rejection on a combination of two or more documents that, 
when viewed together, disclose or obviate each of the recited elements (obviousness). 
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Historically, applicants could overcome such rejections using a variety of different arguments. 
For instance, an applicant could argue that there was no motivation, either in the documents themselves 
or based on common knowledge, to combine the teachings of the documents in the way proposed 
by the examiner.  

For example, let’s say the invention was for a novel automobile transmission assembly. Until recently, 
an examiner may have rejected the inventor’s claims based on the combination of a �rst patent disclosing 
a similar automobile transmission and a second patent disclosing an unrelated structure (say, for example, 
a dishwasher) having analogous components. In response to such a rejection, it would have been 
common for the inventor to argue that since the cited documents were related to non-analogous arts 
(the art of automobiles and the non-analogous art of dishwashers), there was no motivation to combine 
the teachings of these two documents, and thus, the rejection was improper. Such an argument may have 
been successful years ago.

Recently, however, the courts’ construction of the patent statutes have changed, making it much easier
for examiners to reject applications in which the invention is merely a unique combination of otherwise 
known components. Examiners are now given much greater latitude in rejecting applications, and have 
the freedom to base their rejections on documents having little or no relation to the �eld of invention.  
While this development has made it increasingly dif�cult for inventors to obtain patents on simple 
mechanical designs, or on incremental design improvements, unless the invention involves a new 
structure or apparatus, it has also made it more dif�cult for patent owners to prove an issued patent 
is nonobvious during litigation.

3) Business Method Claims Face An Uphill Climb.

Recent court decisions have also greatly affected the patentability of business methods. In the late
1990s, the courts de�nitively stated that, contrary to previous precedent, business methods were eligible 
for patent protection in the United States so long as the business methods produced a useful, concrete, 
and tangible result. This guidance resulted in an explosion in the number of software or business method 
patent applications being �led by technology companies and other tech-savvy inventors. 

However, in 2008, the courts deemed the "useful, concrete, and tangible" test inadequate for determining 
the eligibility of business methods for patent protection. Instead, in order for a method to be patent-
eligible the courts held that it must be either tied to a particular machine or apparatus, or it must 
transform a particular article into a different state or thing. In practice, this rule proved to be dif�cult 
to apply and challenging to meet. As a result, the Supreme Court took this issue up on appeal shortly after 
the 2008 decision. The Court held that this controversial "machine or transformation" test quali�ed as one 
test for patent eligibility, but that it was not the only test. The Court did not, however, provide any 
de�nitive metric for evaluating the eligibility of business method claims. Thus, the door remains open 
for applicants wishing to protect such methods, but it remains to be seen just how far open the door 
actually is. It appears that business method claims passing the nebulous machine or transformation test 
will clear the eligibility hurdle, but it is unclear where the patent of�ce will draw the line for inventions 
passing the useful, concrete, and tangible test but failing the machine or transformation test. Those 
seeking protection for such methods should try to tailor their patent application claims to follow one 
of the machine or transformation prongs as closely as possible. Unfortunately, inventors may have trouble 
discerning whether their claims properly recite a "machine" or a "transformation," and it may prove 
dif�cult to obtain broad business method protection moving forward. 
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4) License at your own risk.

There are many reasons for obtaining patent protection for an invention. For instance, one possible
strategy for developing and maintaining a patent portfolio is to protect the technology that is at the core 
of your business. Another strategy, however, may be to derive a stream of revenue by licensing the rights 
to your patents. Typical patent licensing agreements authorize the licensee to perform acts that would 
otherwise be deemed an infringement of the patent. For example, a licensing agreement may authorize 
the licensee to make, use, offer to sell, and sell products embodying the essential features of the licensed 
patents. While a licensor may be entitled to signi�cant royalties using this strategy, there can be pitfalls 
associated with such licensing agreements and patent owners should be cautious when structuring 
these agreements.

For instance, patent owners must be mindful that the initial sale of a product by a licensee to a third-party
customer exhausts the licensor’s enforcement rights with regard to that item. This is true for apparatus 
patents as well as method patents. As explained in recent court decisions, the patent owner’s right 
to enforce a patent is exhausted if: 

 1. the sale of a patented item is authorized by the licensor/patent owner, 
 2. the only reasonable and intended use of the item is to practice the patent in question, and 
 3. the item embodies all of the essential features of the patent claims.  

These court decisions make clear that no explicit authorization need be found in the terms of the license
agreement. Instead, a sale may be deemed authorized so long as the license agreement does not place 
any restrictions on sales of the item by the licensee.  

As a result, a third-party customer may be permitted to use the item in ways that infringe the method
claims and the patent owner may be barred from enforcing the method claims against the third party.  
According to the courts, the third-party customer should be entitled to purchase and use the item without 
fear of infringing the licensor/patent owner’s related method claims.

As if all of this was not scary enough for patent owners, the courts have also held that if a licensee
licenses a �rst patent from the licensor/patent owner, and if practicing this �rst patent requires that the 
licensee practice a second later-issued patent owned by the licensor, the licensee will be granted 
an implied license to practice the second patent. In particular, the licensor will be barred from asserting 
the second patent against the licensee even though the licensee’s acts may infringe the claims of that 
second patent. 

This is true even if the original license agreement speci�cally excluded such later-issuing patents from 
its scope. These court decisions are couched in the theory that the licensor should not be allowed 
to derogate from the rights it granted by licensing the �rst patent. So, patent owners beware! Based 
on these cases, you may be estopped from enforcing certain of your patents even if your licensing 
agreement is carefully crafted to the contrary.
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5) Beware of joint development pitfalls.

When faced with a design problem, it is not uncommon for a team of engineers to work together 
toward a solution. Although the solution may appear to be simply practical and pragmatic at the time, 
the solution may incorporate new ideas worthy of patent protection. Generally, companies have employment 
agreements in place to account for the ownership of such intellectual property. In particular, most 
companies require its employees to sign an employment agreement in which the employees assign 
all rights in their inventions to the company. Such agreements are perfectly valid and are an important 
part of managing and protecting the company’s intellectual property. 

These agreements do not, however, govern situations in which an independent contractor works with 
the company’s engineers to develop new patentable ideas. Nor do these agreements govern situations 
in which the company’s engineers do such development work in conjunction with employees of a 
customer, client, or other separate entity. In these situations, it may be dif�cult to discern just who 
invented what. And it may be equally dif�cult to iron out which entity should own the intellectual property 
after the fact. As a result, it is always bene�cial to have each included party sign a carefully crafted joint 
development agreement before any work begins. This is particularly important for companies utilizing 
the services of independent contractors since, absent an agreement to the contrary, independent 
contractors typically retain ownership rights in their contributions. 

Conclusion: 
While doing yardwork is considered by many to be a chore, developing and maintaining your intellectual 
property portfolio should not be nearly as tedious. For instance, simply taking care to �le a patent 
application prior to any public disclosure of the invention will help to avoid unwanted forfeiture of rights.  
Similarly, a quick analysis of the inventive subject matter may guide the decision of whether to �le an 
application at all and, where applicable, how to craft method claims that clear the new test for patent 
eligibility. Finally, making sure to include sale restrictions in all licensing agreements and having joint 
development agreements in place prior to beginning work will help to maintain the enforceability of your 
patents and may help grow your portfolio.
 
If you have any questions regarding this document or would like assistance with an intellectual property 
project, please do not hesitate to contact any member of the Harter Secrest & Emery LLP Intellectual 
Property Practice Area at (585) 232-6500. ■

This publication is provided as a service to clients and friends of Harter Secrest & Emery LLP. It is intended for general information purposes only and 
should not be considered as legal advice. The contents are neither an exhaustive discussion nor do they purport to cover all developments in the area. 
The reader should consult with legal counsel to determine how applicable laws relate to speci�c situations.       © 2010 Harter Secrest & Emery LLP
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