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15.1 INTRODUCTION 
 

Intellectual property (IP) assets include patents, copyrights, trade secrets, and trademarks. 
Just as beauty is in the eye of the beholder, the value of an IP asset lies in the benefits it provides 
to its owner. IP assets are valuable because there is an element of exclusivity to them. They 
allow the owner to exclude competitors and others from doing things such as using the owner’s 
patented invention or trade secret, copying a copyrighted text, or using the owner’s trademark for 
similar goods. For example, a patent that allows a product manufacturer to charge a higher price 
because it can exclude others from making and selling the same product will be valuable to the 
patent owner. But the copyright of an unpopular book that sells few copies will have a low value. 
 

Owners of IP assets are not always in the best position to use the IP directly in their own 
business. An employee may develop a patentable invention that is not directly useful for the 
company’s business, but which might have a high value to a company making a different type of 
product. An independent inventor or scientist may develop a chemical process that would only 
be useful to a large chemical manufacturer. An author of a book may not have the resources to 
self-publish the book. When the IP owner is not in a position to efficiently use the IP directly, the 
owner may want to commercialize it, i.e., transfer some or all of the IP rights to a third party who 
will pay for the IP or for the right to use it. Commercializing IP assets usually involves either 
assignments or licenses.  

 

                                                 
1 Doug Batey is a partner in the Seattle office of Stoel Rives LLP. He earned his B.S. in mathematics in 1972 and his 
J.D. in 1980, from the University of Washington. He has a broad corporate and business practice, including mergers 
and acquisitions, securities, commercial contracts, and the protection, licensing, and distribution of technology and 
intellectual property. 

2 Yury Colton is a patent attorney in the Technology and Intellectual Property practice group in the Seattle office of 
Stoel Rives LLP. He has a Ph.D. in molecular biology and specializes in U.S. and foreign patent preparation and 
prosecution for technologies related to the life sciences industry, such as biotechnology, pharmaceuticals, chemistry, 
vaccines, gene therapy, proteins, and medical devices.  
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15.2 ASSIGNMENTS 
 

An assignment is a transfer of all the rights in the IP. The legal title is transferred to the 
buyer, and the assignor has no further rights in the IP. For example, assignments are used in 
business acquisitions. When a buyer purchases all the assets of a business, the IP assets will be 
assigned to the buyer. The document that the seller signs, which transfers the IP assets, is called 
an assignment. Assignments work in some situations, but often they are not a good fit. 
Sometimes the buyer only needs limited rights, such as rights within its industry. Then a license 
can be used to divide up the rights to the IP. 

 
15.3 LICENSES 
 

A license can be used by the IP owner to grant one party certain rights to the IP, and at 
the same time retain other rights, or transfer other rights to another party. The essence of an IP 
license is that the IP owner permits the licensee to use IP that otherwise the licensee could not 
legally use. It amounts to a promise not to sue for what would otherwise be an illegal 
infringement of the owner’s IP rights.  

 
By acquiring a license of existing IP, the licensee may be able to avoid the delays, risks, 

and costs inherent in in-house technology development. Or the licensee may have more capital 
and more broad industry expertise, and may be better able to put that IP to use more quickly and 
pay substantial fees back to the owner. In some cases there may be no choice. For example, if a 
manufacturer wants to make a product that is protected by a patent owned by another, 
independent development will not avoid the necessity of acquiring a license of the relevant 
patent.  

 
For both the IP owner and the licensee, a license is typically a revenue-generating 

strategy, and often it is the best solution to what would otherwise be a timing problem. A license 
may allow for immediate cash to the owner and provide immediately available technology to the 
licensee. 

 
15.3.1 Elements 

 
IP licenses normally have four main components: 
 

• Grant of rights 
• Fees 
• Restrictions and conditions 
• Promises by the owner 

Licenses are tremendously flexible. Because licenses are contracts negotiated by business 
people, their terms are as variable as the imaginations of the parties. Licenses transfer rights to 
the IP, but the owner will usually impose conditions and restrictions on the licensee’s use of the 
IP. Most licenses are not totally irrevocable; the owner will usually retain the right to terminate 
the license if the licensee does not live up to the agreement. Licenses are not usually free – 
normally the licensee must pay something, e.g., an initial fee or some sort of ongoing royalties. 
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15.3.2 Granting Clause 

 
The granting clause is the heart of the license, because it describes the rights granted to 

the licensee and the scope of those rights. For example, a typical patent license to a product 
manufacturer might grant the following: 

 
“an exclusive, royalty-bearing license, with the right to sublicense during the term 
of exclusivity, under the Licensed Patents and Technical Information, to import, 
make, have made, use, sell, offer for sale and have sold Licensed Products and 
Combination Products in the Territory in the applicable Field of Use.” (The 
italicized terms both help define the license grant and limit the scope of the right.) 
 

The granting clause in a license from a provider of engineering and design services for a 
chemical manufacturing plant would likely be more limited, perhaps covering only: 
 

“a non-exclusive, perpetual license to use the Licensed Patents and Technical 
Information, without the right to sublicense such rights to others, for the following 
purposes: construction of the Plant; operation of the Plant; maintenance, 
modification and optimization or enhancement of the Plant; and selling or 
otherwise transferring worldwide all products of the Plant.” 

 
This type of license limits use of the IP to one particular plant at one location. 
 
15.3.3 Fees 
 

IP license fees come in many varieties. They can be up-front, one-time payments, 
deferred payments, usage-based royalties, milestone-based payments, or various combinations. 
Sometimes an up-front fee will be treated as an advance on royalties that will accrue later, when 
products covered by the license are sold. Some types of license are essentially a sale for a fixed 
price of a bundle of license rights. This would still be a license, but with no further payments. 
License fees are usually negotiated on a case-by-case basis.  

 
Royalties, if required by the license, may be paid based on sales of products that use the 

IP, or on sales of products manufactured using a licensed process. They may be based on 
volumes, such as gallons of a chemical refined in a plant, or on other metrics based on the 
circumstances. Royalties are often preferred because they are self-adjusting, i.e., the more the 
licensee uses the IP, the more the licensee pays.  

 
Royalties may have minimums associated with them, typically with adverse 

consequences to the licensee if the minimums are not met. For example, in an exclusive license, 
the agreement may provide that if certain royalty minimums are not met, the license will shift 
from being exclusive to nonexclusive. This approach is used to protect the owner from being 
saddled with an exclusive license to a licensee who does not generate the expected royalties, with 
no way for the owner to terminate the contract.  
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Audit rights should always be included in any license agreement that calls for royalties. 
Typical issues are how frequently an audit can be conducted, who will conduct it, whether the 
results will be confidential, and who will pay for it. Usually the owner will bear that cost, but if a 
significant discrepancy is found, with underpaid royalties, then the cost would be covered by the 
licensee. 

 
15.3.4 Restrictions and Conditions  

 
IP licenses always impose limits on how the licensee can use the IP, and often impose 

various conditions and requirements (in addition to fees).  
 
Exclusivity or Nonexclusivity. An exclusive license is one where the owner grants a 

license to a single user, or to a single user in a particular application, territory, or field of use. An 
exclusive license must be defined carefully. For example, does an exclusive license in a 
particular field of use mean that (a) the owner will grant no other licenses in that field of use, but 
may itself use the IP in that field of use, or (b) third parties and the owner are precluded from 
using the IP? 

 
In a nonexclusive license the owner grants the licensee the right to use the IP but does not 

promise to grant no other licenses. Nonexclusive licenses are granted for widely used 
technology. For example, commercially available software is often distributed under 
nonexclusive licenses.  

 
Field of Use. The license could be limited to a particular market, to a particular type of 

plant, or to a specified territory. For example, a license to the owner of a manufacturing plant 
might only allow the licensee to use the IP at the particular plant, and could require an additional 
license to expand the plant beyond its original capacity. Or an owner could grant an exclusive 
license of a patented process to a tire manufacturer to make tires, and an exclusive license of the 
same patent to a different company for making insecticide.  

 
Improvements. If a nonexclusive licensee improves the IP during the life of the license, 

the licensee will not usually be required to provide improvements back to the owner. After all, 
the owner could then license those improvements out to the licensee’s competitors. But if the 
license is exclusive, the owner may insist on a grant back to it of any improvements, so that if the 
licensee fails to adequately commercialize the IP, at least the owner will not have lost all of the 
development time.  

 
Confidentiality. Many technology IP licenses are either trade secret licenses or include a 

trade secret component along with a patented invention. In that case the owner will want to 
preclude the licensee from disclosing the trade secret to third parties or from using the 
information for purposes other than as allowed by the license, in order to preserve the 
confidentiality of the trade secret. 

 
Most confidentiality restrictions will provide for exceptions for information that is part of 

or becomes part of the public domain, information legally received from third parties, and 
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information independently developed by the receiving party (by personnel with no access to the 
confidential information). 

 
Term of License. The duration of a patent license is usually either for a fixed term of 

years or until the patent expires. If the license is for multiple patents, the term will usually be 
until the last one expires. However, it is not legal to require that royalties be paid after the patent 
expires.  

 
With a trade secret, the license term and the royalties can be perpetual. 
 
If the license covers both patents and trade secrets, the royalties should be allocated 

between those for the patent and those for the trade secrets. Then when the patent expires, the 
trade secret royalties can continue. 

 
License Termination. Licensees need to be able to rely on the continuation of the license, 

but owners need the ability to ensure compliance with the license. In most cases the owner will 
have the right to terminate the license if there is a breach by the licensee, but only after giving 
the licensee notice of the breach and a chance to cure the problem to avoid termination. 

 
In some IP licenses the owner will not have the right to terminate the license even if there 

is a breach. This can happen in trade secret licenses where the licensee is relying heavily on the 
license (such as by building a major chemical processing plant) and where the fees are paid up 
front.  

 
If the license is nonterminable even in the event of a breach, it should be explicit that the 

owner still has its other remedies available, such as damages. 
 

15.3.5 The Owner’s Obligations 
 

A licensee will usually need some assurances from the owner. Because the licensee is 
paying for the license to avoid infringement claims, the licensee may ask the owner for a 
warranty that the licensed IP does not infringe any other party’s rights, or at least that to the 
owner’s best knowledge the IP does not infringe any third-party rights. 

 
The licensee may seek a warranty as to the functional capability of the licensed IP. In 

many cases, especially if the license is for patent rights, the owner will insist that the licensee 
make its own determination as to the utility of the patented invention. That is more feasible with 
patents than with trade secrets, because the patent itself, including its enabling disclosure, is 
publicly available. 

 
Many IP licenses will allocate risk between the parties through indemnifications. 

Frequently the owner will be required to defend and indemnify the licensee against any third-
party claims that the licensee’s use of the licensed IP infringes the third party’s patents. Under 
such an indemnity, the owner must defend the licensee against the third party’s claim and pay the 
litigation costs even if the claim does not stand up in court. 
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In trade secret licenses, the owner will usually be required to provide some enabling 
disclosure of the know-how. This may involve combinations of documentation, formal training, 
or hands-on involvement and tutoring in the construction and initial operation of a plant. 

 
15.4 RULES FOR IP TRANSFER 
 

Intellectual property includes certain intangible products of creativity, such as copyrights, 
trade secrets, patents, and trademarks that may be sold, licensed, mortgaged, assigned, or 
transferred by inventors and creators according to federal and state laws. Both federal and state 
laws impose restrictions on a transfer of IP assets. 

 
15.4.1 Federal Law  

 
Patent Assignments. A patent is personal property and may be sold to others or 

mortgaged; it may be bequeathed by a will, and it may pass to the heirs of a deceased patentee. 
The patent law provides for the transfer or sale of a patent, or of an application for a patent, by an 
instrument in writing. Such an instrument is referred to as an assignment and may transfer the 
entire interest in the patent. The assignee, when the patent is assigned to him or her, becomes the 
owner of the patent and has the same rights that the original patentee had. 

 
The statute also provides for the assignment of a part interest—that is, a half interest, a 

fourth interest, etc.—in a patent. There may also be a grant that conveys the same character of 
interest as an assignment but only for a particularly specified part of the United States. A patent 
mortgage passes ownership thereof to the mortgagee or lender until the mortgage has been 
satisfied and a retransfer from the mortgagee back to the mortgagor, the borrower, is made. A 
conditional assignment also passes ownership of the patent and is regarded as absolute until 
canceled by the parties or by the decree of a competent court. 

 
An assignment, grant, or conveyance of any patent or application for a patent should be 

acknowledged before a notary public or officer authorized to administer oaths or perform 
notarial acts. The certificate of such acknowledgment constitutes prima facie evidence of the 
execution of the assignment, grant, or conveyance. 

 
Recording of Assignments. The United States Patent and Trademark Office (Patent 

Office) records assignments, grants, and similar instruments sent to it for recording, and the 
recording serves as notice. If an assignment, grant, or conveyance of a patent or an interest in a 
patent (or an application for patent) is not recorded in the Patent Office within three months from 
its date, it is void against a subsequent purchaser for a valuable consideration without notice, 
unless it is recorded prior to the subsequent purchase. Assignments may be recorded 
electronically with the Patent Office (http://epas.uspto.gov/). 

 
An instrument relating to a patent should identify the patent by number and date (the 

name of the inventor and title of the invention as stated in the patent should also be given). An 
instrument relating to an application should identify the application by its application number 
and date of filing (the name of the inventor and title of the invention as stated in the application 
should also be given). Sometimes an assignment of an application is executed at the same time 
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that the application is prepared and before it has been filed in the Patent Office. Such assignment 
should adequately identify the application—by its date of execution, name of the inventor, and 
title of the invention—so that there can be no mistake as to the application intended. If an 
application has been assigned and the assignment is recorded, on or before the date the issue fee 
is paid, the patent will be issued to the assignee as owner. If the assignment is of a part interest 
only, the patent will be issued to the inventor and assignee as joint owners. 

 
Joint Ownership. Patents may be owned jointly by two or more persons, as in the case of 

a patent granted to joint inventors, or in the case of the assignment of a part interest in a patent. 
Any joint owner of a patent, no matter how small the part interest, may make, use, offer for sale 
and sell, and import the invention for his or her own profit provided there is no infringement of 
another’s patent rights. Furthermore, any joint owner may sell the interest or any part of it, or 
grant licenses to others, without regard to the other joint owner, unless the joint owners have 
made a contract governing their relation to each other. It is accordingly dangerous to assign a 
part interest without a definite agreement between the parties as to the extent of their respective 
rights and their obligations to each other if the above result is to be avoided. 

 
Patent License. The owner of a patent may grant licenses to others. Because the patentee 

has the right to exclude others from making, using, offering for sale or selling, or importing the 
invention, no one else may do any of these things without the owner’s permission. A patent 
license agreement is in essence nothing more than a promise by the licensor not to sue the 
licensee. No particular form of license is required; a license is a contract and may include 
whatever provisions the parties agree upon, including the payment of royalties, etc. Because a 
license agreement is simply a specialized type of contract, the general rules of contract formation 
apply.  

 
There are many considerations to be made when entering into a patent license agreement. 

For example, typically a patent licensee’s royalty obligation continues until the patent expires or 
is declared invalid. A license will be voidable if it includes a royalty obligation that extends 
beyond the patent’s validity. Additionally, a patent license agreement that is deemed 
anticompetitive because it harms competition among entities that would have been actual or 
likely potential competitors in the absence of the license arrangement may be invalidated as 
violating the antitrust policy of the U.S. Department of Justice and the Federal Trade 
Commission.  

 
Additionally, express contract language is not always necessary to establish a 

licensor/licensee relationship. Courts will imply a license if the terms of documents, letters 
between the parties, a course of conduct, or any combination of these indicate that the parties 
intended to create a license. 

 
Trademarks. U.S. law permits the transfer or sale of a trademark, and the goodwill of the 

business in which the mark is used, by means of an assignment. However, it is not necessary to 
include the goodwill of the business connected with the use of the mark. A properly executed 
assignment transfers all rights from the existing owner to another party (the “assignee”). When 
the trademark is transferred, the assignee becomes the new owner of the trademark and has the 
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same rights as the original owner. Trademark assignments may be filed electronically with the 
Patent Office (http://etas.uspto.gov//). 

 
A trademark may be owned by two or more persons, and a co-owner may assign his or 

her interest in a mark. Also, a party who is the sole owner of a mark may transfer a portion (e.g., 
50 percent) of his or her interest in the mark to another party.  

 
A trademark owner may also assign a separate portion of a business, together with the 

goodwill and trademarks associated with that portion of the business, but retain rights in the 
mark for uses pertaining to another part of the business. Accordingly, one or more trademarks of 
a company can be validly assigned if the assignor transfers the goodwill associated with only 
some of the goods or services covered by that mark. 

 
Copyrights. As with patents and trademarks, the transfer of copyright ownership is an 

assignment, mortgage, grant of an exclusive license, transfer by will or intestate succession, or 
any other change in the ownership of any or all of the exclusive rights in a copyright, whether or 
not it is limited in time or place of effect. Any or all of the exclusive rights of the copyright 
owner, or any subdivision of those rights, may be transferred separately. 

 
The transfer of any exclusive right, however, is not valid unless the transfer is in writing 

and signed by the owner of the rights conveyed. The transfer of a nonexclusive right does not 
require a written document, but a written document may afford priority to the licensee in certain 
situations. The Copyright Office does not make or in any way participate in the making of 
transfers of copyright ownership, but it will record a document of transfer after it has been 
executed by the parties. No special forms for documents or notarization are necessary for 
recordation. Further information on recordation of copyright transfer may be found online at: 
http://www.copyright.gov/document.html. 

 
15.4.2 State Law 

 
State-Registered Trademarks. Trademarks registered with Washington State, or a 

Washington State application for registration, shall be assignable, along with the goodwill of the 
business in which the trademark is used, or with that part of the goodwill of the business 
connected with the use of and symbolized by the trademark. An assignment in writing and duly 
executed and acknowledged, or the designation of a legal representative, successor, or agent for 
service, shall be recorded by the secretary of state on request. An assignment of any registration 
or application for registration under this chapter shall be void as against any subsequent 
purchaser for a valuable consideration without notice, unless it is recorded with the secretary of 
state within three months after the date thereof or prior to such subsequent purchase. 

 
Trade Secrets. Trade secrets may be transferred according to the general rules of contract 

formation.  
 
Also notable is that Washington has recognized confidentiality agreements as a means for 

preserving trade secrets disclosed to agents and non-agents. Disclosure of information to a non-
agent without a contract as to confidentiality or under circumstances giving rise to a duty to 
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maintain its secrecy or limit its use can destroy the information’s status as a trade secret. 
Securing a confidentiality agreement constitutes evidence of a “reasonable effort” to maintain 
secrecy under Washington’s Uniform Trade Secrets Act. RCW 19.108.010(4). Moreover, 
Washington law requires additional consideration beyond additional employment for covenants 
signed by an employee after employment has commenced. 

 
Employee Rights to Inventions. An employer in Washington State can require its 

employees to assign rights to employee inventions, provided the inventions were developed on 
the employer’s time, or with the employer’s resources, or relate directly to the employer’s 
business. An employer is prohibited from requiring an employee to assign rights to an invention 
developed entirely on the employee’s own time without use of the employer’s equipment, 
supplies, facilities, or trade secrets, unless the invention (1) relates directly to the employer’s 
business or to the employer’s actual or demonstrably anticipated research or development; or 
(2) results from any work performed by the employee for the employer. Washington law requires 
that written notice of these limitations be given to the employee at the time the invention 
agreement is entered into. RCW 49.44.140. 

 
Assignment clauses in employment contracts are enforceable only if the employer has 

provided written notice to the employee of the statutory design. RCW 49.44.140(3). 
 
15.5 FEDERALLY FUNDED IP 
 

The Bayh-Dole Act in the early 1980s allowed institutions to retain title to inventions 
made with federal funding. However, the commercialization of intellectual property funded by a 
federal agency is controlled to ensure that the government obtains sufficient rights in federally 
supported inventions and, among other reasons, to fund further research and development. 

 
Generally, when intellectual property is developed under federal grants, the federal 

government typically retains rights to the use of that property. Under general principles, the 
government has the right to use the intellectual property on its own behalf and to authorize others 
to use the intellectual property when doing something for the government. More particularly, the 
Bayh-Dole Act requires the institution to make numerous disclosures and submit numerous 
notifications regarding the invention to the government as it goes through the patent process. The 
clock starts running on an institution’s reporting requirements when the inventor discloses, in 
writing, an invention to the appropriate institutional official. Within two months of such 
disclosure, an institution must notify the federal funding agency that sponsored the work that an 
invention has been made. A copy of the disclosure or other information that conveys in more 
detail the basic invention must accompany the disclosure. Institutions also are required to notify 
the government of any pending publication that describes the invention. 

 
Within two years of disclosure of the invention to the federal funding agency, an 

institution must make an election of title to the federal government in writing. This election 
confirms the institution’s acknowledgment of responsibilities under the regulations, including the 
requirement for due diligence in seeking legal protection of the invention and in licensing the 
technology. Further information is available in 35 U.S.C. Chapter 18. 
 


