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OVERVIEW OF AN INTELLECTUAL PROPERTY AUDIT

When to Conduct an TP Audit

. Commencement of Significant IP Litigation

- Decision to Re-Engineer the Corporate IP Function
. Periodic Review of IP Inventory

4 Pre-Closing Period Prior to a Transaction

° Focus in All is on Ownership & Scope

Components of the IP Audit
. Pre-Audit (Define the Goal)
s Audit (Conduct the Audit)
J Analysis (What the Audit Tells Us)
= Report (Summarize Results of the Audit)

Audit and Analysis

] Ownership Issues
] Registration of Intellectual Property
s Analyze Strength & Breadth of Portfolio
¢ Review and Analyze Agreements (Consultant, NDAs, License)
. How Are Trade Secrets Maintained?
Patent Issues
° Ownership: Human Who Made the Invention Owns It, Subject to

These Exceptions:
e Express Contract
e Hired to Invent
e Fiduciary Obligations
e Shop Rights

o Statutory Bars and Loss of Rights
Patent Audit Report
. Should Patent be Assigned to AMTI?
¢ Did Sam’s publication of his dissertation cause a loss of rights?



Copyright Ownership

s Owner of the copyright is presumptively the “author”
. Works-Made-For-Hire Exception
e Certain categories of commissioned works

e Works done by employee for employer
o CCNV v. Reid, 490 U.S. 730 (1989) — common law agency test for

“employee”
= Transfers of Copyright Have to Be Written
S Licenses Can be Oral
Copyright Audit Report

- Ownership: Who Owns the Source Code to EZ-FIT?
e Not a Work-Made-For-Hire for AMTI
e  What Does Consulting Agreement Say?
e [s It as Work-Made-For-Hire for FastWeb?

Trademarks
c Word, Term, Symbol, Logo, Device
H Identifies a good or service
. Single source (even if source is unknown)

Types of Marks
® Fanciful = Protectable - KODAK, XEROX
O Arbitrary = Protectable — APPLE
- Suggestive = Protectable — COPPERTONE

= Descriptive - May be Protectable, if Show Secondary Meaning) —
ADVANCED MICROCHIP TECHNOLOGY (?)

° Generic = Never Protectable - COMPUTER CHIP

Trademark Audit Report

e Is EZ-FIT Federally Registrable?
* Is ADVANCED MICROCHIP TECHNOLOGY Federally
Registrable?



Advanced Microchip Technology, Inc.
Due Diligence Review & Intellectual Property Audit

Advanced Microchip Technology, Inc. ("AMTI") is a growth company with exciting
technology in the field of microchip design. Sam Silicon is the Founder, President, CEQ, and
Chairman of AMTI, and is its lead inventor. While he was in graduate school, Sam invented the
base technology on which AMTI relies, and his dissertation on the technology was published in a
technical journal. About a year later, he applied for a patent on the technology, which was issued
in 1997. On the advice of a friend that was in law school at the time, Sam obtained the patent in
his name, and has never formally assigned it to AMTIL

In 1999, Sam saw that there could be a good match between his microchip technology
and an idea he had for web architecture. At a trade show, he met Indiana "Indy" Consult, who
was a self-described reformed hacker and "programmer-for-hire." Indy was employed during the
day as an HTML and XML programmer for a web design company called FASTweb. In
exchange for a consulting agreement and the promise of a percentage of AMTI, Indy agreed to
write the code that Sam needed to implement his ideas.

Sam’s patented technology (along with unpatented improvements) and Indy’s web
program now have hit the marketplace together in a package AMTI calls "EZ-FIT." The EZ-FIT
program is a huge success, and to take it to the next level, Sam is expecting that he will need at
least $5 million of additional capital in the next nine months. Sam has run though most of the
capital he was able to scrape up from his wallet, and from friends and family, and has been
looking for this first round of "serious" financing this Spring. Because of the splash the EZ-FIT
technology has made, he has several investors interested in investing between $2 and $15 million
in AMTI. All of the investors are talking about conducting "due diligence" on AMTI and are
asking if AMTT has undertaken an "Intellectual Property Audit."

Sam has come to your firm to help him with negotiating with the potential investors and
working on the due diligence or intellectual property audit. While he is there, he also tells you
that: (a) he and Indy have had a falling out and Indy is talking some nonsense about owning the
computer code component of EZ-FIT; (b) AMTT has gotten a letter from a lawyer representing
FASTweb, claiming that it owns the parts of EZ-FIT that Indy wrote; (¢) someone told him that
his dissertation on the technology he later patented could be a problem; and (d) he wants to obtain
a federal trademark registration for EZ-FIT and "Advanced Microchip Technology."
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Avoiding Loss of Your Client’s Patent Rights
(aka “Why losing patent rights is easy.”)

Assumption: If a company (via its inventor) comes up with a great idea, they can try to
commercialize it and if successful they can then apply for a patent.

Reality: By the time successful commercialization can be ascertained, the ability to obtain
patent rights has probably been lost.

How Come?

1. In the United States the owner of an invention only has one year to file a patent
application in the U.S. Patent Office after certain events:

a. The “On-Sale Bar” Rule, aka “we only give you one year to file” Rule.

1. “A person shall be entitled to a patent unless . . . the invention was
patented or [1] described in a printed publication in this or a foreign
country or [2] in public use or [3] on sale in this country, more than one
year prior to the date of the application for patent in the United States . .”
35 U.S.C. §102(b).

i1. White papers are deadly.
iii. The “Ready for Patenting” corollary.

b. Experimentation Grace

2. In Foreign Countries a one year grace period is not usual and, hence, an immediate patent
filing must be made to preserve foreign patent rights:

a. “Absolute Novelty”: Must file prior to [virtually] any public disclosure or use.
b. This includes use in the United States.

c. Patent Cooperation Treaty: Used to preserve foreign patent rights.

Solution: Consult with a registered patent attorney during conception of an invention and
make necessary filings to preserve patent rights.

Russell Carter Gache’, Registered Patent Attorney,
Sirote & Permutt, P.C. www.sirote.com
205-930-5445



TRADEMARKS

10,000 FOOT OVERVIEW

Disclaimer: This presentation contains trademarked material the
use of which has not been specifically authorized by the trademark
owners. There is no sponsorship or association of this presentation
by any of the referenced owners. The trademarks referenced herein
are used in an effort to educate and advance understanding of
various types of trademarks and recent law related to the same. The
material is used exclusively for educational purposes without profit.
The use of trademarks herein is intended as “fair use” as provided
for in the Lanham Act 15 U.S.C. § 1051 et seq.

Disclaimer: This overview should not be regarded as legal advice.




TYPES OF TRADEMARKS / SERVICE MARKS

Words (with or without stylized lettering):

SAKS
THE WALL STREELJOURNLL /| DGALL”

ETHAN ALLEN  @uiespions

HOTELS
W8 L Wi

HERSHEY'S







