


The Dispute

DDB alleged that another company, MLB Advanced Media (the interactive media and
Internet company of Major League Baseball), was infringing on its patents through several
baseball-related Internet services.  A lawsuit was filed in federal court in Texas to enforce
DDB’s claimed patent rights.

As the lawsuit progressed, MLB Advanced Media discovered that Barstow had signed
an employment agreement with Schlumberger.  In light of the inventions clause described
above, MLB Advanced Media took the position that all of Barstow’s rights in the inventions
had been automatically assigned to Schlumberger.  Therefore, MLB Advanced Media reasoned,
Barstow had no remaining interest to assign to DDB—because as soon as the inventions
were created, they became Schlumberger’s property.

In an attempt to short-circuit DDB’s lawsuit, MLB Advanced Media purchased all of
Schlumberger’s interest in Barstow’s inventions, along with a retroactive license to use them.
MLB Advanced Media then claimed it was a rightful owner of the patents, and filed a motion
to dismiss the lawsuit.

The Court’s Ruling

The threshold issue considered by the Court was whether an employee could agree that
his or her future work-related inventions would be automatically assigned to an employer.
In what is widely considered a victory for employers, the Court held that such a prospective
assignment is valid.

The Court observed that state law would generally be applied to interpret the employment
agreement.  However, because the assignment portion of the invention clause was “intimately
bound up” with standing to sue in federal court, it would be interpreted under federal law.
This finding is noteworthy because the use of federal law expands the case’s precedential
value beyond the borders of Texas.

As the Court demonstrated, the enforceability of an inventions clause depends on its
wording.  If the clause mandates an automatic assignment of rights, then a transfer of the
invention from employee to employer could occur by operation of law.  On the other hand, if
an inventions clause is only an agreement to assign invention rights at some point in the
future, then the transfer would not be automatic.  In that case, while the employer may have
the right to acquire the invention, other steps would still need to be taken to actually transfer
ownership.

Because Barstow’s employment agreement provided that he “‘agree[d] to and d[id]
hereby grant and assign’ all rights in future inventions falling within the scope of the agreement
to Schlumberger,” the Court held that the assignment in question occurred automatically.  As
a result, Schlumberger did not have to take any action to accomplish transfer of its interest
in the inventions.

After determining that Barstow’s employment agreement provided for the automatic
assignment of inventions, the Court went on to consider whether the inventions in question
were work-related.  The employment agreement provided that in order to be assigned to
Schlumberger, the inventions must “relate in any way to the business or activities of
[Schlumberger]” or be “suggested by or result from” Barstow’s job.

As the employment agreement did not define the terms “related to,” “suggested by,” or
“result from,” the Court noted that Texas law would be applied to interpret them.  The Court
then examined the conduct and knowledge of Barstow and Schlumberger, and
attempted to derive their subjective beliefs as to whether the inventions fell within the scope
of the employment agreement.  However, the evidence before the Court on this issue was
incomplete, and the case was sent back to the trial court to allow the parties to gather additional
information.




