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If the agreement between LCC and 
BAC does not allocate ownership of 
inventions made by their employees 
during the course of the R&D pro­
gram, who would own the inventions 
and patents? 

Under the Canadian Patent Act, a 
person who believes he is the first 
inventor of an invention is entitled 
to apply for a patent on the inven­
tion.1 If the inventor assigns his 
rights in the invention to another 
person, then the proper applicant 
will be the person to whom the 
invention was assigned.2 

Where two or more persons by 
their joint efforts make an inven­
tion, then the joint inventors 
become joint applicants. It is the 
person who conceived the idea, not 
the one who commercializes it who 
is the inventor, having regard to the 
invention as claimed.3 A person 
seeking to displace the presump­
tion of joint inventorship made by 
the fact that more than one inven­
tor signed the petition, bears a 
heavy onus of proof to displace 
such a presumption.4 On discover­
ing that one or more further appli­
cants should have been joined in 
applying for a patent, such further 
~J::plicant or applicants may be 
JOmed by a request accompanied 
by a new petition naming all of the 
original inventors together with the 
added inventors.5 Similarly, where 
it appears that one or more of the 
joint inventors had no part in the 
invention, the application may be 
revised.6 

1 Patent Act, RSC 1985, c. P-4, s. 2 
2 Id 
3 Cvmstock Canada v. Electec Ltd. , 38 CPR (3d) 

29 at 51 (Ont. H.C) 
4 Windsurfing International Inc. v. Bic Sports 

Inc., (1985) 8 CPR (3d) 241 (FCA) 
5 Patent Act, RSC 1985, c. P-4, s. 31(4) 
6 Ids. 31(3) 
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The Patent Act does not provide 
guidance as to the ownership of 
patents and patent applications 
and thus it is the common law that 
governs the issue of ownership. 

Unlike the case in the United 
States, or the more recent trend in 
England, the general rule in 
Canada is that an employee pro­
ducing an invention, even on the 
employer's time and using the 
employer's equipment, can patent 
it in the absence of a contrary 
agreement/ unless the employer 
can establish at least a partial bene­
ficial interest.8 The exception is 
when a person is hired to develop 
an invention or is duty bound to do 
so, in which case equitable princi­
ples may be invoked to enforce 
trust obligations to the employer.9 

When a person is hired for the 
~xpres~ purpose of developing an 
mvenhon, whatever new material, 
method or process the inventor dis­
covers belongs to the inventor's 
employer.10 It is an implied term in 
a contract of employment that an 
employee is trustee for the 
employer in any invention made in 
the course of research as an 
employee, unless such implied 
term is displaced by a contrary 
agreement having legal effect. 11 

However, the invention belongs to 
the employee, in the absence of 
agreement, if the invention does 
not directly arise out of the work 
assigned to the employee; each case 
must be examined on its own 
facts. 12 The court should consider 

7 Piper v. Piper (1904) 3 OWR 451 at 455 (Ont 
CA) 

8 Spearman v Renfrew Molybdenum Mines 
Ltd. (1919) 15 OWN 343 at 344-45 (Ont HC); 
affd (1920) 17 OWN 466 (OntCA) 

9 Spirrol Corp. v. Putti (1976) 29 CPR (2d) 260 
at 262-63 (BCCA) 

10 Devoe-Holbein Inc. v Yam (1984), 2 CIPR 
229 (Que. S.C) 

11 W.J. Gage Ltd. v. Sugdent [1967) 2 O.R. 151 
at 165-166 (HC) 

12 Comstock Canada v. Electec Ltd. , 38 CPR 
(3d) 29 at 86 (Ont. H.C) 

the nature and context of the 
employer relationship. Exceptions 
to the presumptions which favour 
the inventive employee include: 

(1) an express contract to the 
contrary, or 

(2) where the person was 
~mployed for the purpose of 
inventing or innovating which 
requires considering nature and 
context of the employer/ employee 
relationship which include: 

(a) the express purpose of 
employment; 

(b) whether the employee at 
the time he was hired had previ­
ously made inventions; 

(c) whether an employer had 
incentive plans encouraging prod­
uct development; 

(d) whether conduct of the 
employer once the invention had 
been created suggested ownership 
was held by the employer; 

(e) whether the invention is 
the product of a problem the 
employee was instructed to solve, 
(i.e., whether it was his duty to 
make inventions); 

(f) whether the employee's 
inventions arose following his con­
sultation through normal company 
channels (i.e., was help sought); 

(g) whether the employee was 
dealing with highly confidential 
information or confidential work; 

(h) whether it was a term of 
the servant's employment that he 
could not use the idea which he 
developed to his own advantage.13 

Considering the hypothetical 
posed above if these employees are 
employed for the purpose of 
inventing or innovating and if the 

13 Id. 

John H. Woodley is a partner at Sim & 
McBurney. 
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inventions are made in the course 
of their employment, it is likely 
those inventions will be the prop­
erty of their respective employers. 
If an invention is jointly made by 
employees of different employers, 
the invention will be jointly owned 
by their respective employers. 
Assuming all inventors are 
employees of LCC or BAC and 
there is no contractual allocation of 
ownership, inventions made solely 
by LCC employees would be 
owned by LCC, inventions made 
solely by employees of BAC would 
be owned by BAC, and inventions 
made by employees of both parties 
would be jointly owned by BAC 
and LCC. 

Should LCC and BAC have agree­
ments with their employees regarding 
inventions made during the course of 
the R&D program? 

As noted above the Canadian 
Patent act does not address issues 
of ownership of inventions and the 
patents maturing therefrom. Where 
the invention arises in the context 
of employment the question of 
ownership becomes a contractual 
issue. Where the employee is 
retained for the express purpose of 
making inventions, or of directing 
his activities toward research or sci­
entific pursuits in the course of 
which inventions will probably be 
made, there is little doubt that the 
invention will belong to the 
employer. However, in the absence 
of an agreement there will be 
uncertainty. General rules for such 
cases are not readily established 
and the nature of the employer­
employee relationship must be 
examined. Was the employee hired 
for the express purpose of invent­
ing? Was the idea underlying the 
invention, or method of accom­
plishing it, communicated by him 
to his employer? Does the inven­
tion reside in the underlying idea, 
or in the method of accomplishing 
it? Was the relationship between 
the employer and employee of a 
confidential character? In some 
instances it may be that an inven­
tion is not solely that of either the 
employer or the employee but is a 
joint invention.14 Each case will of 
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necessity be decided on its own 
facts. The Courts will consider 
what the employee was employed 
to do. If the invention falls within 
the scope of the employee's duties 
(particularly if the employee has 
been hired to solve problems) then 
the invention will belong to the 
employer. On the other hand, even 
if an employee is working on the 
inventions at the premises of the 
employer, if the invention is out­
side the scope of his employment, 
the invention will belong to the 
employee.15 The American concept 
of a "shop right" has not been well 
received in Canadian law.16 

In a dispute between two parties 
as to the true inventor of the inven­
tion disclosed in an issued patent, 
the Federal Court may grant any 
appropriate remedy. The scope of 
remedies includes a declaration of 
invalidity, a declaration of inven­
torship and ownership or any 
appropriate remedy known to the 
common law or equity. The court 
may order any entry in the records 
of the patent office relating to the 
title to a patent to be varied as to 
name the proper invention or 
owner.17 

Clearly the way to avoid difficul­
ties is to address these issues con­
tractually at the outset of the 
employment relationship. There 
are many reasons for doing so, not 
the least of which is avoiding the 
cost and uncertainties of litigation 
at a later date. Moreover, there are 
a number of other issues that may 
be addressed contractually at the 
same time. The cooperation of a 
former employee may be needed 
after he has left the employer. The 
input of the inventor in analyzing 
the prior art or assisting in revising 
the patent claims may be needed, 
or the later cooperation of the 
inventor may be necessary in legal 
proceedings to enforce the patent. 
The former employee-inventor 

14 Russell's Patent (1857 2 DeG & J. 130; 
Healey's Applciation (1859), Johnson 165 

15 Comstock Canada et al v. Electec Ltd. (1991) 
38 C.P.R. (3d) 29; Vokes v. Heather (1945) 62 
R.P.C. 135 

16 W.J. Gage Ltd. v. Sugden [1967] 2 0.R. 151 
(HC) 

17 Comstock Canada et al v. Electec Ltd. (1991) 
38 C.P.R. (3d) 29 

may develop improvements fol­
lowing his employment with the 
employer which the employer 
would like to acquire or license. 
These issues and others can be 
addressed at the outset by agree­
ment with the employee. 

Particularly where corporate 
entities are contemplating a joint 
development agreement it is 
important, to require each party to 
the joint development agreement to 
place each employee who is likely 
to work on the research and devel­
opment project under an employ­
ment agreement which addresses 
these issues to allow the parties to 
fulfill their joint development 
agreement obligations. 

If BAC wants the exclusive right to 
exploit the results of R&D in the auto­
mobile industry and LCC wants to 
exploit the R&D results elsewhere, 
how can rights be allocated in the joint 
development agreement? 

In Canada, a patent may be 
assigned either as to the whole 
interest, or as to any part thereof, 
and may be licensed on an exclu­
sive or non-exclusive basis, subject 
to whatever terms and conditions 
which parties may agree upon. 
However, absent agreement, the 
consequences of joint inventorship 
resulting in parties becoming co­
owners of a Canadian patent may 
be quite different from the rules in 
other countries. 

As noted earlier the Canadian 
Patent Act while providing for 
multiple inventors in the applica­
tion process does not otherwise 
address issues of ownership and 
the exploitation and disposition of 
the respective rights of patent co­
owners. Regard must therefore be 
had to the limited jurisprudence 
pertaining to the independent 
rights of a patent co-owner in con­
nection with a jointly owned 
patent. The recent decision of the 
British Columbia Court of Appeal 
in Forget v. Specialty Tools of Canada 
Inc. 18 confirmed a number of princi­
ples found in earlier cases. First, 
Forget confirmed that a patent is a 
chose in action and as such is a per-

18 (1995) 62 C.P.R. (3d) 537 
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sonal right of property which can 
only be enforced by action, and not 
by taking physical possession. The 
effect of a patent is to exclude oth­
ers from the exploitation of an 
invention rather than to confer 
rights with respect to that inven­
tion on the patent holder. Second, 
the Court held that the exclusive 
right to manufacture is an essential 
characteristic of the patent and any 
interpretation of the Patent Act 
which would have the effect of 
depriving a patent of this essential 
characteristic would defeat the 
purpose underlying this statute. 
The Court in Forget stated that in 
the case where more than one indi­
vidual holds a patent as co-owner, 
anything which has the effect of 
diluting the exclusive right to man­
ufacture which they collectively 
enjoy would likewise defeat the 
legislative purpose underlying the 
statute. As such the Court held that 
a co-owner could not dispose of 
anything less than his entire inter­
est in a patent without first obtain­
ing the consent of the other 
co-owners. By disposing of only a 
portion of his interest, one co­
owner dilutes the interest which 
each of the other co-owners have in 
the patent. The Court noted that if 
the partial disposition of an interest 
in a patent is not subject to the con­
sent of the other co-owners there 
would be no effective monopoly of 
manufacture and the essential 
characteristic of a patent would be 
destroyed. Thus, the consent of the 
other co-owners is required to pre­
serve the essential nature of the 
patent. 

The consent of patent co-owners 
is also required in connection with 
a license of the patent technology. 
The Court in Forget held that the 
grant of a license by a co-owner, no 
matter what its terms, disposes of 
something less than the entirety of 
that co-owner's interest in the 
patent and as such it must be sub­
ject to the control of the other co­
owners, which is exercised by 
means of their right to withhold or 
grant consent. 

No consent however is required 
of the other co-owners where one 
seeks to dispose of the entirety of 
one's interest in a patent. Applying 
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the foregoing principles, the Court 
noted, that it is the dilution of the 
effective monopoly of the patent 
collectively enjoyed by all co-own­
ers, which makes the valid disposi­
tion by one of only a portion of his 
interest subject to the consent of the 
others. The potential for such dilu­
tion does not exist where one co­
owner disposes of his entire 
interest in a patent. As may be 
readily appreciated, the Canadian 
rules with regard to jointly owned 
patents are quite different from 
those in the United States where 
each co-owner is entitled to license 
others without the consent of the 
other co-owners or any obligation 
to account.19 This right of a U.S. 
patent co-owner to grant non­
exclusive licenses has been 
described as putting each co-owner 
"at the mercy" of any other co­
owner. 20 

As regards exploitation of 
patented technology in Canada, it 
is open to a co-owner of a patent to 
do so oneself for ones own profit 
without accounting to the other 
patent co-owners, provided that 
such exploitation is by the patentee 
itself and not by an independent 
contractor. Thus, with regard to 
exploitation of a patent by the pat­
entees themselves, they are not in 
regard to the profits therefrom 
trustees for one another. 

Clearly in light of the foregoing 
in order to facilitate their commer­
cial objectives and to avoid prob­
lems arising from the consequences 
of joint inventorship of the tech­
nologies resulting from the parties' 
joint research and development 
project, the parties should address 
in a joint development agreement 
their chief concerns. 

Typically, in the absence of an 
agreement between the parties, and 
presuming that the usual employ­
ment agreements are in place 
assigning all project confidential 
information, trade-secrets, know 
how, inventions and patent rights 
in connection therewith to the 
employer, the rights of the parties 
to the inventions will follow the 

19 Schering Corp. v. Roussel-UCLAF SA, 104 F. 
3d 341 at 343 (Fed. Cir. 1997) 

20 Ethicon, Inc. v. U.S. Surgical Corp., 135 F. 3d 
1456 at 1468 (Fed. Cir. 1998) 

employers. That is BAC will be the 
owner of inventions made solely 
by its employees and LCC will be 
the owner of inventions made 
solely by its employees. BAC and 
LCC will be joint owners of inven­
tions made by the joint efforts of 
their respective employees. A com­
mon approach would be to 
expressly confirm this allocation of 
ownership rights by agreement. 
One problem with allocating own­
ership in this fashion is that the 
parties may not end up owning 
rights which are critical to their 
commercial objectives as it may be 
the other party's employees who 
are solely responsible for the partic­
ular invention of interest and from 
which technology they are now 
excluded. To address this issue the 
parties may provide by suitable 
cross license provisions exclusive 
field rights for their respective 
areas of commercial endeavour. For 
example, LCC would grant an 
exclusive license under patents 
solely and jointly owned by LCC to 
BAC, but only for the automobile 
manufacturing industry and BAC 
would grant a similar license under 
patents solely and jointly owned by 
it, for all fields except for the auto­
mobile manufacturing industry. 

There are alternatives to the fore­
going approach which may allow 
the parties to better achieve their 
commercial objectives. One 
approach is to allocate ownership 
by subject matter of interest to a 
party. For example, since LCC is in 
the paint manufacturing business 
and is primarily interested in paint 
products, the joint development 
agreement could provide that all 
inventions and patents related to 
paint formulations will be owned 
by LCC. On the other hand since 
BAC's business is automobile man­
ufacturing and its primary interests 
in this regard are paint systems and 
methods, the joint development 
agreement could provide that all 
inventions and patents relating to 
paint systems and methods will be 
owned by BAC. To ensure that 
notwithstanding the source of the 
invention each party obtains the 
rights to the technology that falls 
within its area of interest, the par­
ties would agree to assign to the 
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other rights in such inventions or 
patents that fall within subject mat­
ter identified as relevant to its busi­
ness. 

Another alternative to facilitate 
the parties' commercial objectives 
is to provide that all inventions and 
patents made during the research 
and development project will be 
owned by one entity to which all 
parties will assign their interests 
The parties' joint development 
agreement would then provide for 
the applicable exclusive field of use 
licenses necessary to allow the par­
ties to exploit the technology for 
their commercial objectives. The 
parties may set up a separate joint 
venture entity for this purpose or 
may choose one of the parties for 
example, LCC to be the owner of all 
inventions and patents. BAC's 
objectives would be met in this lat­
ter instance by obtaining an exclu­
sive field of use licence permitting 
it to use the inventions and patents 
in the automobile industry and 
excluding LCC from this field of 
use. 

Lastly, it is important for the par­
ties to address in their joint devel­
opment agreement any 
pre-existing inventions, patents or 
trade secrets which may be rele­
vant or necessary for the other 
party to exploit the technology aris­
ing from the joint research and 
development project. It will assist 
BAC little if a key patent owned by 
LCC prior to their joint project 
effectively blocks BAC's use of the 
jointly developed technology. 
Therefore, the joint development 
agreement must provide for the 
applicable licenses to preexisting 
inventions and patents that are rel­
evant and necessary to the com­
mercial exploitation of the results 
of the joint research and develop­
ment project by the parties. 

If the joint development agreement 
provides for joint ownership by BAC 
and LCC of some inventions and 
patents, what contract terms are 
needed to protect each party's exclu­
sive markets? 

As noted above joint ownership 
of inventions and patents in 
Canada may have consequences 
which may differ from the rules 
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applicable in other countries. While 
a patent co-owner may itself part 
with the whole of its interest in the 
patent or exploit the patent for its 
sole purposes any other activity in 
the nature of exploiting a patent 
will require the consent of the other 
co-owners. 

If, for example, LCC and BAC 
jointly own a patent on a paint for­
mulation, BAC may not license 
LCD's competitor under the patent 
without LCD's consent. Since LCC 
wants to have exclusive rights to 
paint formulations made during 
their joint research and develop­
ment, if it wants to commercialize 
the same beyond using the same 
for its own purposes then the rights 
which it seeks must be addressed 
in the joint development agree­
ment. 

One approach, as discussed 
above, is cross exclusive field of use 
licenses. If BAC grants to LCC 
under BAC's interest in the patents 
an exclusive license for all fields 
outside of automobile manufac­
ture, then BAC will have no right to 
license a third party to compete 
with LCC. 

Parties to a joint development 
agreement which are competitors 
in any market must always be 
mindful of competition law issues. 
In Canada, competition law mat­
ters may arise under the criminal 
remedies sections of the 
Competition Act or under the 
reviewable matters part of the Act 
which falls under the jurisdiction 
of the Competition Tribunal. 
Parties should be particularly sen­
sitive to these concerns when they 
are the dominant market partici­
pants as s. 79 of the Competition 
Act, which makes reviewable con­
duct an abuse of dominant position 
may have the widest scope of all of 
the Act's provisions. Moreover, 
though little used, Section 32 of the 
Competition Act provides various 
remedies in the event a license con­
tains terms which might constitute 
an abuse of the patent. 

Another approach which the par­
ties may consider is an agreement 
that the parties are permitted to 
license other parties subject the 
agreed upon license terms which 
would include the requirement for 
the licensing party to account for 

royalties to the other party for its 
interest in the jointly owned patents. 

If BAC and LCC jointly own a patent on 
a painting system that uses a unique 
paint formulation, will sale of the paint 
by LCC give the purchaser rights under 
the patent? If so, how can the agreement 
restrict that effect? 

Where a patentee has sold an arti­
cle covered by his or her patent 
without imposing any condition at 
the time of sale, the purchaser is 
impliedly licensed to deal with the 
article free of any objection by the 
patentee. The patentee's rights are 
said to be exhausted with respect to 
that particular article. If, however, 
the patentee made it known to the 
initial purchaser, at the time of sale, 
that the patentee was imposing a 
condition restricting the manufac­
ture, sale or use of the article, it 
would be an infringement of the 
Canadian patent for the initial pur­
chaser to do in Canada anything in 
contravention of such condition. 
With regard to the patentee's exclu­
sive right to sell, knowledge of a 
restriction on further resale at the 
time of subpurchase, has been held 
to be binding on the subpurchaser, 
as a matter of patent law, where the 
subpurchaser took with knowledge 
of the condition.21 While it is clear 
that one co-owner may without con­
sent of the other, exploit the patent 
for his own purposes without 
accounting to the other co-owners, 
on principle it is less clear that any 
sale of the patented product by such 
co-owner may carry with it an 
implied license to deal with the arti­
cle free of any claim by all co-own­
ers of the patent. While logic 
compels that the sale of a patented 
product without restrictions by the 
co-owner of a patent should exhaust 
patentee's rights in the sold article. 
It must be kept in mind that in 
Canada the law is clear that a patent 
co-owner may not exploit a patent 
by granting a license or sub-lice­
senses, without the concurrence of 
the other co-owner or co-owners of 
the patent.22 The underlying ration-

21 National Phonograph Co. of Australia Ltd. v. 
Menck, [1911] AC. 336 (P.c.) 

22 Forget v. Special Tools of Canada Inc., (1993) 
48 C.P.R. (3d) 323 
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ale is that to permit a co-owner to 
license without the consent of the 
other co-owners would undermine 
their rights by destroying the value 
of the patent. While there is no case 
directly on point it may be useful to 
distinguish the implied license that 
accompanies the sale of an 
patented product, which does not 
impinge on this principle, from 
typical licensing transactions 
which have the effect of undermin­
ing the rights of the patent co-own­
ers, such as a license to 
manufacture the patented prod­
ucts. 

It is not a given in Canada that 
the sale of the paint by LCC will 
convey to the purchaser the right to 
use the patented system. As a joint 
owner of the patent, LCC cannot 
grant a license to the jointly owned 
patent pertaining tp the system and 
method. LCC would not be 
restricted from selling the patented 
paint product, and presumably this 
would include the implied license 
to any such purchaser to resell the 
product. Though there is no clear 
law in connection with the exhaus­
tion of rights pertaining to the sale 
of products which are the subject of 
jointly-owned patents 

Clearly there are advantages to 
providing certainty through the 
parties agreement. Several options 
exist. LCC could grant BAC an 
exclusive license under the jointly­
owned patent to the automobile 
field. Moreover, such license 
should impose an obligation upon 
LCC to restrict all of purchasers of 
patented products from reselling 
such products into the automobile 
field. Moreover, LCC should be 
obliged to notify all of its cus­
tomers of this resale condition at 
the time of sale. This would meet 
BAC's objectives with respect to its 
field of endeavor, the automobile 
manufacturing industry and would 
clearly preclude LCC from selling 
to BAC's customers or competitors 
in the automobile field. 

Again to avoid any confusion in 
this regard the joint development 
agreement should require LCC to 
notify each of its paint customers 
that purchase of the paint which is 
the subject of this jointly-owned 
patent does not convey a license to 

les Nouvelles 

use the system, method or paint in 
the automobile field. As noted ear­
lier a condition imposed at the time 
of sale by the patentee restricting 
the manufacture, sale or use of the 
article, would make it an infringe­
ment of the Canadian patent for the 
initial purchaser to do in Canada 
anything in contravention of such 
condition. 

What provisions should be included 
regarding obtaining patent protection 
on inventions made during the course 
of the R&D? 

There are advantages to having 
one party responsible for the global 
patent strategy, including prosecu­
tion and maintenance. Where the 
parties agree to making one party 
responsible in this regard it will 
still be necessary to provide for the 
other parties input. Even where the 
invention and any resulting patents 
are exclusively licensed to the other 
party in a field of use, the other 
party may have an interest in what 
countries patents are obtained and 
the scope of such patents For exam­
ple, if one party is responsible for 
obtaining patent protection for all 
joint inventions, a joint develop­
ment agreement should provide for 
the other party's input into which 
countries patents will be sought, 
the scope of patents to be obtained, 
and any decisions to abandon a 
patent application or patent. 

A common practice, is to have 
one party select countries for 
patent filing and then allow the 
other party to add to the list. There 
are a variety of ways to address 
patent filing and maintenance 
costs. Parties may agree to share all 
costs. Alternatively, parties may 
share costs pertaining to those 
countries in which both parties 
elect to obtain patent protection. 

Because BAC is interested in the 
automobile field, BAC will want to 
ensure that the global patent strat­
egy, and the scope of the patent 
claims specifically address its inter­
ests in that field. The joint develop­
ment agreement must provide BAC 
with an appropriate level of input 
and control pertaining to the 
patents which affect its field of 
interest. On the other hand if LCC, 

subject to BAC's input, is to be 
given control over the global patent 
strategy, LCC will seek to avoid 
having imposed upon it unreason­
able obligations. In this regard, the 
joint development agreement must 
address issues, such as the extent of 
responsibility in the patent prose­
cution process; for example, under 
what circumstances may a patent 
application be abandoned; must 
LCC appeal refusals by the Patent 
Office examiners; on the other 
hand the agreement must also 
address the point in time when 
BAC will have the option to take 
over prosecution and maintenance 
of the patents. 

What provisions, if any, are necessary 
to permit one or both parties to enforce 
jointly-owned or exclusively licensed 
patents? 

In Canada the patentee and all 
person claiming under the patentee 
may bring an action for infringe­
ment.23 Persons "claiming under" 
the patentee include both exclusive 
and non-exclusive licensees, who 
may bring action for damages they 
have sustained.2

• If the action is 
brought by a party claiming under 
the patentee such as a licensee, the 
patentee must be a party either as 
co-plaintiff or, if the patentee 
refuses to join as a co-plaintiff, then 
as a defendant. If the joint develop­
ment agreement provides for 
exclusive field of use cross licenses, 
any action brought by one party 
will require that the other party be 
made a party to the action, either as 
co-plaintiff or as defendant. An 
action for infringement of a patent 
may be commenced in the appro­
priate court of the province where 
the infringement occurred,25 or in 
the Trial Division of the Federal 
Court of Canada.26 Only the Federal 
Court may declare the patent 
invalid as against everyone by way 
of an action for impeachment.27 

The provincial courts can only 
declare a patent invalid as between 

23 Patent Act, RSC 1985, C. P-4, ss. 55(1) and (3) 
24 Armstrong Cork Canada Ltd. v. Cameo 

Industries Ltd, (1982] 1 SCR 907 at 917-920 
25 Patent Act, RSC 1985, C. P-4, s. 54(1) 
26 Patent Act, RSC 1985, C. P-4, s. 54(2) 
27 Patent Act, RSC 1985, C. P-4, s. 60(1) 
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the parties to an action for infringe­
ment. 28 Where an action for 
infringement has been commenced 
in a provincial court and another 
action for impeachment in the 
Federal Court, the Courts are reluc­
tant to stay an action in favour of 
the other particularly at the inter­
locutory stages.29 Thus, in Canada 
multiple actions concerning the 
same issues may arise. 

Unlike the requirements in other 
jurisdictions if a patent is jointly 
owned by LCC and BAC, it is not 
necessary to name both parties in a 
suit for infringement to maintain 
the action. Nonetheless, there may 
be advantages to having both par­
ties before the Court, or at least 
participating in a cooperative man­
ner in support of the action. A joint 
development agreement, therefore, 
should include a provision that 
requires each joint owner to coop­
erate with the other joint owner in 
any infringement suit. The joint 
development agreement may place 
limitations on the cooperation 
which a joint owner must provide. 
Moreover, the agreement should 
also allocate costs of the litigation 
and the proceeds therefrom 
amongst the joint owners. 
Additionally, other issues may 
arise in connection with the litiga­
tion which may impact on the par­
ties' rights in the patents. For 
example, should there be any con­
straints on the parameters of trial 
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strategy pertaining to admissions 
affecting patent validity or claim 
construction. An attempt to 
address these issues or a mecha­
nism for responding to them 
should be provided for in the joint 
development agreement. 

Since a joint owner's consent will 
be required to any license of the 
patent, there is little concern for the 
issues raised by recent U.S. deci­
sions. 30 However, the ability to 
grant a license may be required as 
part of a settlement of an infringe­
ment suit and the joint develop­
ment agreement may subject to 
appropriate terms, require the par­
ties' cooperation in this regard. 

SUMMARY 

In Canada the general approach 
to the allocation of ownership and 
rights in situations where two or 
more parties cooperate in the 
development of a technology or a 
product of common interest is not 
dissimilar from that applicable in 
other major countries, in particular 
the United States. However, as seen 
above there are some nuances 

28 Dominion Mail Order Products v. Weider 
[1977] 1 FC 141 at 143-144 (FCTD) 

29 Eli Lilly & Co v Novopharm Ltd (1995), 60 
CPR (3d) 417 at 432 (FCTD); Maple Creek 
Manufacturing & Marketing Inc. v. Hanson 
Marketing Inc. (1997), 72 CPR (3d) 417 (Ont Gen 
Div) 

unique to Canadian patent law 
which should not be overlooked in 
a joint development agreement 
involving a Canadian party or oth­
erwise subject to Canadian law. In 
particular, first, as noted above, 
unlike the case in the United States, 
or the more recent trend in 
England, the general rule in 
Canada is that an employee pro­
ducing an invention, even on the 
employer's time and using the 
employer's equipment, will be the 
party entitled to patent the inven­
tion in the absence of an agreement 
to the contrary; the exception being 
where an employee is specifically 
hired for the purpose of engaging 
in such development activities. 
Second, the consent of all patent co­
owners is required in order for a 
co-owner to dispose of less than its 
entire interest; a license is consid­
ered to be a disposition requiring 
the consent of the other co-owners. 
Lastly, in Canada, multiple actions 
in connection with the same patent 
are not unknown and non-exclu­
sive licensees may bring an action 
for infringement. These unique 
aspects of the law applicable to 
inventions in Canada should be 
kept in mind when negotiating a 
joint development agreement that 
may be subject to Canadian law. 

30 Schering Corp. v. Roussel-UCLAF SA, 104 F. 
3d 341 at 343 (Fed. Cir. 1997); Ethicon, Inc. v. 
U.S. Surgical Corp., 135 F. 3d 1456 at 1468 (Fed. 
Cir. 1998) 
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