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Federal Circuit Ruling Underscores
Importance of Clear and Present Assignments

of Patent Rights

Ryan Tanny Kang and Vinita Kailasanath

In Ommni Medsci, Inc. v. Apple Inc.,' the U.S. Court
of Appeals for the Federal Circuit issued an opin-
1on highlighting the importance of clear and unam-
biguous language in contractual provisions, policies
and bylaws relating to assignment of patent rights.

In the opinion, the Federal Circuit resolved an
interlocutory appeal on the issue of whether Apple’s
motion to dismiss for lack of standing on the part
of Omni was improperly denied by the U.S. District
Court for the Eastern District of Texas.”

Apple originally filed its motion to dismiss claim-
ing that Omni lacked standing to file infringement
claims against it (for patented technology allegedly
used in the Apple Watch?), because the patent rights
Omni claimed had been automatically assigned to
the University of Michigan (“UM?”) by virtue of
the patent inventor’s employment agreement with
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UM, and were therefore actually owned by UM
rather than Omni.*

The majority of the panel, Judges Linn and
Chen, affirmed the district court’s denial of Apple’s
motion and held that the patent inventor’s employ-
ment agreement did not clearly effectuate a present
assignment of patent rights to UM.° Judge Newman
dissented, arguing that the ruling was incorrect as
a matter of contract interpretation and overturned
long standing UM practice.®

BACKGROUND

In 2011, Dr. Mohammed Islam, a tenured pro-
tessor of electrical and computer engineering
at UM received an additional appointment to
UM’s medical school, for which he executed an
employment agreement.” The agreement docu-
mented Dr. Islam’s commitment to abide by
UM’ bylaws, including UM Bylaw 3.10 regard-
ing assignments of property rights to faculty.
Paragraph 1 of Bylaw 3.10 stated: “1) Patents
and copyrights issued or acquired as a result of
or in connection with administration, research, or
other educational activities conducted by mem-
bers of the University staff and supported directly
or indirectly (e.g., through the use of University
resources or facilities) by funds administered by
the University regardless of the source of such



funds, and all royalties or other revenues derived
therefrom shall be the property of the University”®
(emphasis added).

In 2012, Dr. Islam took an unpaid leave-of-
absence during which he filed multiple provisional
patent applications. After returning to UM in 2013,
he filed non-provisional applications claiming pri-
ority to those provisional applications. After the
patents issued, Dr. Islam assigned the patent rights
to Omni on December 17,2013.°

In 2018, Omni sued Apple in the Eastern District
of Texas, asserting patent infringement. Apple filed
a motion to dismiss for lack of standing on the
grounds that UM, not Omni, owned the asserted
patents based on Bylaw 3.10, which, in Apple’s view,
effectuated an automatic assignment of Dr. Islam’s
patent rights to UM and left Dr. Islam with no
rights to assign to Omni."

The district court ruled that Bylaw 3.10 was
“not a present automatic assignment of title, but,
at most, a statement of future intention to assign”!!
and concluded that dismissal was improper.
After the case was transferred to the U.S. District
Court for the Northern District of California,
Apple filed an unopposed motion for certifi-
cation of the standing question to the Federal
Circuit."?

PANEL DETERMINES THAT PATENT
RIGHTS WERE NOT AUTOMATICALLY
ASSIGNED TO UM

The panel primarily considered whether para-
graph 1 of Bylaw 3.10 automatically and pres-
ently assigned legal title of Dr. Islam’s inventions
to UM or if the clause was merely a promise to
assign inventions and patents in the future.” In
reviewing prior Federal Circuit cases, the major-
ity noted that Bylaw 3.10’ phrasing “shall be the
property of the University” did not unambigu-
ously constitute a present automatic assignment
(e.g., “agrees to grant and does hereby grant”)
nor a promise to assign in the future (e.g., “will
assign”).™

The majority characterized the Bylaw as “a state-
ment of intended disposition and a promise of a
potential future assignment” rather than “a present
automatic transfer.”> The court examined other uses
of the phrase “shall be the property of” throughout
the bylaws and concluded that such uses could not
be interpreted as a present automatic assignment

and that the phrase should be interpreted consis-
tently throughout the bylaws.'

The majority also examined the specific lan-
guage and grammar of the relevant clause, noting
that in prior cases where contracts were interpreted
as effectuating a present, automatic assighment of
intellectual property, present tense words of execu-
tion were included (e.g., “assigns,” “does hereby
grant and assign,” “hereby conveys, transters and
assigns”). In contrast, phrases such as “will assign”
or “shall be assigned” evidenced an obligation to
assign rights in the future. Despite the majority’s
statement that the court was not looking for “magic
words” to determine whether an agreement confers
an assignment, the opinion suggests that the pres-
ence or absence of certain words or phrases could
significantly influence a court’s interpretation of an
assignment clause.

Various UM IP policy documents and invention
reports also played a substantial role in the major-
ity’s analysis. The majority noted UM’ Technology
Policy which states that the “University gener-
ally will retain ownership of Intellectual Property
produced by Employees,” commenting that “will
retain” did not suggest an immediate transfer of
rights.”” In the majority’s view, UM’ Invention
Report (for disclosing inventions to UM), which
used “unambiguous” language of present automatic
assignment (e.g., “As required, I/we hereby assign
our rights in this invention and all resulting patents)
undermined Apple’s position that paragraph 1 of
Bylaw 3.10 executed an automatic assignment and,
therefore, no further acts were necessary to assign
inventions to UM.'®

The majority also distinguished cases involving
the government and execution of statutory rights
from the contracting rights and practices of private
parties. Additionally, the majority determined that
the parties’ conduct did not change its interpreta-
tion of the bylaws."

Judge Newman focused on the
longstanding practices of universities
and took a more holistic view of the
intent and conduct of parties.

In contrast, in her dissent, Judge Newman
focused on the longstanding practices of universi-
ties and took a more holistic view of the intent and
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conduct of parties. In Judge Newman’s view, the
language of the UM employment agreement neces-
sarily applied to inventions made in the future and
the usage of “shall” was a grammatical choice that
should not be read as undermining the intent and
purpose of UM.?

CONCLUSION

Based on the Federal Circuit’s decision in Omni
Medsci, Inc. v. Apple Inc., it is prudent for par-
ties to use clear and unambiguous language such
as “hereby assign” or “is the property of” to indi-
cate present assignments of inventions and patents,
rather than more general language such as “shall be
the property of” or “will be assigned,” even if they
seem grammatically correct, as such phrases could
be interpreted and describing actions to be taken
in the future.
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