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Letter from the Chairman

The EASL Section has never
had a more active year than 2006.
This year alone, the Section pre-
sented no fewer than sixteen sub-
stantive programs—that’s almost
one program every three weeks!

In addition, most of them were
accredited for MCLE credits. The
average price of each of the fifty or
so credits offered? Maybe twenty
bucks, including a breakfast, lunch
or a snack. Did someone say, “mem-
bership has its rewards?”

Alan D. Barson

At the EASL Section’s Annual Meeting each January,
the Section Chair customarily introduces the members of

the Executive Committee to the general Section member-
ship and acknowledges their many contributions during
the previous year. Yet such a cursory acknowledgment,
however sincere, could never adequately convey how ap-
preciative I am and, I believe, you—the Section’s member-
ship—are, to the chairs of the various committees for their
selfless efforts in organizing first-rate programs featuring
authoritative speakers who discuss the most significant
topics of the day. Nor is there time during the Annual
Meeting to recap the year’s accomplishments and heap the
praise on those who contributed to the Section’s success in
other ways.

If there ever was a year for which this condition
demands to be addressed, 2006 was it.” So, on behalf of
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a grateful EASL Section, a heartfelt thank you, in almost
alphabetical order, to:

o Committee on Alternative Dispute Resolution, Judith
A. Bresler and Judith B. Prowda, Co-Chairs, for
presenting two programs, “Nuts & Bolts of an AAA
Arbitration” and “ADR with Dean John D. Feerick”;

* Copyright and Trademark Committee, Jay Kogan and
Neil J. Rosini, Co-Chairs, for presenting two pro-
grams, “Keeping it Real: The Use of Existing Products,
Places, People, Cultural Icons, and Other Recognizable
Elements in Film, Television, Books, Comics and Other
Creative Works” and “Calculating Damages In Copy-
right and Trademark Actions”; and in collaboration
with the Music and Recording Committee;

® Music and Recording Committee, Stanley H.
Schneider, Gary E. Redente and yours truly, the pro-
gram “Copyright and Business Aspects of Music and
Ringtones” (in collaboration with the Copyright and
Trademark Committee);

* Committee on Literary Works and Related Rights,
Richard S. Mandel and Jennifer Unter, Co-Chairs,
for presenting two programs, “Trade Sanctions and
the First Amendment” and “Interminable Agency in
Author-Agent Agreements”;

e Committee on Fine Arts, Judith B. Prowda, Chair, for
presenting two programs, “Art Insurance in a Post-
Hurricane Katrina Environment” and “Photography
and Graphic Arts—From Copyright Infringement to
Model Releases”;

e Legislation Committee, Steven H. Richman, Chair, for
keeping the Executive Committee up-to-date with leg-
islative initiatives in Albany that can potentially affect
entertainment, arts and sports law practitioners;

* Committee on Motion Pictures, Mary Ann Zimmer
and Stephen B. Rodner, Co-Chairs, for presenting
“Play it Again, Sam: Applying the New Musical Real-
ity to Film and Television Music”; and two additional
programs in collaboration with the Television and
Radio Committee (see below);

¢ Television and Radio Committee, Barry D. Skidelsky
and Pamela Jones, Co-Chairs, “Truth & Lives on Film:
Legal Issues Concerning Depicting Real Persons and
Events in a Fictional Medium” and “Everything You
Ever Wanted to Know About Pre-Broadcast Review”;

* Committee on Sports, Ayala Deutsch and Anthony
J. Dreyer, Co-Chairs, for presenting, in collaboration
with Fordham Law School Sports Symposium, the
“10th Annual Symposium on Current Legal Issues in
Sports”;

e Committee on Theatre and Performing Arts, Jason P.
Baruch and Diane F. Krausz, Co-Chairs, for presenting
“Theatrical Financing —An Overview”;

* Membership Committee, Rosemarie Tully, Chair, for
continually developing ways to better communicate
with our current membership and attract new mem-
bers;

* Young Entertainment Lawyers Committee, Jennifer
Romano Bayles, Chair, for presenting “Recording Art-
ist Agreements: A Mock Negotiation”;

¢ Pro Bono Committee, Elisabeth K. Wolfe and Elissa
D. Hecker, Co-Chairs, for organizing legal clinics with
the Volunteer Lawyers for the Arts and other worthy
organizations, the Mentor/Mentee Program and the
EASL Speakers Bureau;

e Publications Committee, Elissa D. Hecker, Chair, for
editing and publishing the EASL Journal three times
each year;

* Programs Committee, Michele Cerullo and Tracey P.
Greco, Co-Chairs, for organizing the EASL Section’s
2006 Annual Meeting, “Videogaming & Cybergam-
bling: Legal Issues Impacting the Videogaming and
Online Gambling Industries” and the Spring Meeting,
“The Practical Business, Tax & Legal Aspects of the
Limited Liability Corporation/Limited Liability Part-
nership”; and

¢ Joyce Dollinger, Michael Poster and Marc Reisler,
with whom I had the privilege of co-chairing the EASL
Section’s Fall Meeting, in collaboration with the CM]J
Music Marathon 2006, the all-day, 7-MCLE credit “Mu-
sic and Business Law Seminar.”

We also owe a special thank you! to Juli Turner and
Christy Douglas at the NYSBA in Albany, who provide us
with really great support and assistance with coordinat-
ing the logistics of the Section’s meetings and programs as
outlined above, and extra kudos to Juli for organizing the
ten or so Executive Committee meetings that take place
each year.

As [ write this, plans are well under way for the 2007
Annual Meeting, to be held on January 22 at the New
York Marriott Marquis, which will explore “The Impact of
Digital Technologies on the Entertainment Business.” I look
forward to seeing you there!

Alan Barson
http://www.barsongs.com
(212) 254-0500

Alan D. Barson, Esq., practices entertainment, copy-
right and trademark law. He is based in New York City,
and represents creative and executive talent in the motion
picture, television, home video, book, recording, music
publishing, licensing, touring, theatre and new media
industries. In addition to serving as Chairman of the En-
tertainment, Arts and Sports Law Section of the New York
State Bar Association, Alan co-chairs the Section’s Music
and Recording Committee and is a Section Delegate to
the Association’s House of Delegates.
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In ,‘lepreciation:
Stanley Rothenbery

To me, Stanley was like Jehovah—brilliant and somehow concealed. I
had asked Stanley what he regretted. He said just two things: that he did
not go out-of-town to college, and that he did not author a study for the
new Copyright Act of 1976. How lucky he was that these things were his
only spoken regrets.

He was a senior partner in intellectual property in a major law firm,
Moses & Singer. He taught as an adjunct in four law schools, Fordham,
Brooklyn, Cardozo and Seton Hall. He wrote books and articles in the
tield that both of us share: copyright law. He was the president of the
Copyright Society of the U.S.A., chairperson of the Literary Property
Committee of the City Bar, and many times a consultant to the Register of
Copyright. He was a star!

He was a wonderful father to Michael, Seth and David. His brother,
Alan and his cousin, Shelly were his life-long friends. As the closest of
friends, I can attest to his generosity. And he loved Carol, his companion
for 21 years. Carol’s devotion to him was intense and steadfast. Her being
a doctor added years to Stanley’s life.

He was a perfect co-teacher in our class at Fordham Law School. And
both of us gave each other comfort on so many legal problems. From
Harvard Law School on, he was irreplaceable.

His odyssey in this American century was amazing. From Brooklyn,
to N.Y.U., then Harvard Law, Fulbright to Amsterdam, Army in Germa-
ny, Columbia Pictures, Warner Bros., then Heit, Rothenberg and Gerber,
and finally Moses & Singer. And happiness with Carol in Dobbs Ferry.
Our society permits advancement for merit, and Stanley had merit in
spades.

I speak for everyone in the copyright bar—we shall miss his com-
ments, his questions and his superb mind. We salute him!

—Eulogy delivered by
Alan J. Hartnick
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Editor’'s Note

This Annual Meeting issue
of the Journal is dedicated to
the living memory of Stanley
Rothenberg, who passed away in
November. To have known Stan-
ley was to have known greatness,
only tempered by a quiet mod-
esty. As Alan Hartnick eulogized
to several hundred mourners at
Stanley’s funeral, and as was
reported in the New York Times’
obituary, Stanley lived a won-
derful and creative life that impacted so many. He will
be missed, but will live on in his works and the memories
and hearts of all who were fortunate to have known him.
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This issue of the Journal features analyses of the pend-
ing “Copyright Modernization” legislation, which is of
great interest to practitioners in our practice areas. In ad-
dition to articles by Robert Clarida and Michael Einhorn,
who write about orphan works and compulsory licens-
ing, respectively, I have chosen to publish nine comments
submitted in response to the Copyright Office’s Notice of
Inquiry regarding orphan works, reflecting the various
stances taken by entertainment industry trade groups.

B R R

I am very excited to write about the book that will be
published by the NYSBA, entitled Entertainment Litigation:
Understand the Issues and Avoid the Courtroom.

This book is being sponsored by EASL to provide a
user-friendly resource for its members. The book includes
such topics as:

e ADR

* Anatomy of a Copyright Infringement Claim
* Artist-Manager Conflicts

¢ Contracts Without an Express Obligation

¢ Intellectual Property Overview

e Rights of Publicity and Privacy

¢ Trademarks for Artists and Entertainers

e Litigating Domain Name Disputes

e Trademark Issues
e Lanham Act

¢ A Business Owner’s Guide to Avoiding Website
Pitfalls

¢ Internet Legal Issues

* Artist-Dealer Relations: Representing the Visual
Artist

* Case analyses of recent and important decisions,
such as Martha Graham, American Library Association,
Rossi, Google and several sports issues.

Peter Herbert (former Chair of EASL’s Litigation
Committee) and I, as co-editors of the book, in addition to
all of the wonderful contributors, expect that this will be-
come a useful handbook for practitioners in the entertain-
ment, art and sports law fields. Please see Peter’s article
within this issue of the Journal (p. 9) for more details as to

the history behind the book.
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Regarding my last Editor’s Note: I am still interested
in receiving articles from and/or opening a discussion
about issues surrounding plagiarism. Please feel free to
email your articles and thoughts on this subject to me.

THE NEXT EASL JOURNAL DEADLINE
IS FRIDAY, JANUARY 12, 2007

Elissa

Elissa D. Hecker of the Law Office of Elissa D.
Hecker, located at 90 Quail Close, Irvington, NY 10533,
practices in the fields of copyright, trademark and busi-
ness law. Her clients encompass a large spectrum of
the entertainment and corporate worlds. In addition to
her private practice, Elissa is Immediate Past Chair of
the EASL Section. She is also Co-Chair and creator of
EASL’s Pro Bono Committee, a frequent author, lecturer
and panelist, a member of the Copyright Society of the
U.S.A (CSUSA) and a member of the Board of Editors
for the Journal of the CSUSA. Elissa is the recipient of
the New York State Bar Association’s 2005 Outstanding
Young Lawyer Award. She can be reached at (914) 478-
0457 or via email at: EHeckerEsq@yahoo.com.
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NYSBA Guidelines for Obtaining MCLE Credit

for Writing

Under New York’s Mandatory CLE Rule, MCLE
credits may be earned for legal research-based writing
directed to an attorney audience. This might take the
form of an article for a periodical, or work on a book. The
applicable portion of the MCLE Rule, at Part 1500.22(h),
states:

Credit may be earned for legal research-based
writing upon application to the CLE Board,
provided the activity (i) produced material
published or to be published in the form of

an article, chapter or book written, in whole
or in substantial part, by the applicant, and
(ii) contributed substantially to the continu-
ing legal education of the applicant and

other attorneys. Authorship of articles for
general circulation, newspapers or magazines
directed to a non-lawyer audience does not
qualify for CLE credit. Allocation of credit

of jointly authored publications should be
divided between or among the joint authors
to reflect the proportional effort devoted to the
research and writing of the publication.

Further explanation of this portion of the rule is pro-
vided in the regulations and guidelines that pertain to the
rule. At section 3.c.9 of those regulations and guidelines,
one finds the specific criteria and procedure for earning
credits for writing. In brief, they are as follows:

* The writing must be such that it contributes sub-
stantially to the continuing legal education of the
author and other attorneys;

¢ it must be published or accepted for publication;

¢ it must have been written in whole or in substantial
part by the applicant;

e one credit is given for each hour of research or writ-
ing, up to a maximum of 12 credits;

* a maximum of 12 credit hours may be earned for
writing in any one reporting cycle;

e articles written for general circulation, newspapers
and magazines directed at non-lawyer audiences do
not qualify for credit;

¢ only writings published or accepted for publication
after January 1, 1998 can be used to earn credits;

e credit (a maximum of 12) can be earned for updates
and revisions of materials previously granted credit
within any one reporting cycle;

* no credit can be earned for editing such writings;

e allocation of credit for jointly authorized publica-
tions shall be divided between or among the joint
authors to reflect the proportional effort devoted to
the research or writing of the publication; and

¢ only attorneys admitted more than 24 months may
earn credits for writing.

In order to receive credit, the applicant must send
a copy of the writing to the New York State Continuing
Legal Education Board, 25 Beaver Street, 8th Floor, New
York, New York 10004. A completed application should be
sent with the materials (the application form can be down-
loaded from the Unified Court System’s Web site, at this
address: http:/ /www.courts.state.ny.us/mcle.htm (click
on “Publication Credit Application” near the bottom of
the page)). After review of the application and materials,
the Board will notify the applicant by first-class mail of its
decision and the number of credits earned.

Get CLE Credit:
Write for the EASL Journal!
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The New York State Bar Association
Entertainment, Arts and Sports Law Section

Law Student Initiative

The Entertainment, Arts and Sports Law
(EASL) Section of the New York State Bar Associa-
tion has an initiative giving law students a chance
to publish articles both in the EASL Journal as well
as on the EASL Web site. The Initiative is designed
to bridge the gap between students and the enter-
tainment, arts and sports law communities and
shed light on students’ diverse perspectives in
areas of practice of mutual interest to students and
Section member practitioners.

Law school students who are interested in
entertainment, art and/or sports law and who are
members of the EASL Section are invited to sub-
mit articles. This Initiative is unique, as it grants
students the opportunity to be published and gain
exposure in these highly competitive areas of prac-
tice. The EASL Journal is among the profession’s
foremost law journals. Both it and the Web site
have wide national distribution.
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To foster an interest in entertainment, art
and sports law as a career path, the EASL Section
invites law students who are Section members to
participate in its Law Student Initiative.

Requirements
e Eligibility: Open to all full-time and part-
time J.D. candidates who are EASL Section
members.

¢ Form: Include complete contact informa-
tion; name, mailing address, law school, law
school club/organization (if applicable),
phone number and e-mail address. There is
no length requirement. Any notes must be
in Bluebook endnote form. An author’s blurb
must also be included.

* Deadline: Submissions must be received by
Friday, January 12, 2007.

* Submissions: Articles must be submitted via
a Word e-mail attachment to: eheckeresq@
yahoo.com or via mail to:

Elissa D. Hecker, Esq.
Editor, EASL Journal
90 Quail Close
Irvington, NY 10533

Topics
Each student may write on the subject matter

of his/her choice, so long as it is unique to the
entertainment, art and sports law fields.

Judging
Submissions will be judged on the basis of
quality of writing, originality and thoroughness.

Winning submissions will be published in the
EASL Journal. All winners will receive complimen-
tary memberships to the EASL Section for the fol-
lowing year. In addition, the winning entrants will
be featured in the EASL Journal and on our Web
site, and all winners will be announced at the EASL
Section Annual Meeting.

Deadline:
Friday, January 12, 2007
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Pro Bono Update

By Elisabeth K. Wolfe

Next EASL-Sponsored VLA Clinic Slated for
March 28, 2007

Since September 2002, EASL has sponsored VLA
Legal Clinics which take place at VLA’s offices, located
at 1 E. 53rd Street in New York City. EASL has sponsored
between two and four clinics each year, and anywhere
between 10 and 20 experienced EASL attorneys staff each
clinic. The clinics run for approximately three hours, with
the first half-hour appointment beginning at 4:00 p.m.,
and the last at 6:30 p.m. The clinics are open to all indi-
viduals and art organizations that are VLA Members.

The clinics provide VLA members with the opportu-
nity to meet one-on-one with volunteer attorneys for 30
minutes. During such private appointments, attorneys
respond to inquiries about any arts-related legal matters
that members have.

In the past, members have presented issues in the
areas of copyright, trademark, and contracts, among
others. For example, one artist who has been offered a
contract may seek assistance in understanding its basic
terms, while another may need to ascertain whether her
intellectual property rights are being infringed. Exploring

alternatives for starting for-profit and not-for-profit busi-
ness entities is also a common matter. VLA staff attorneys
are always present at the clinics to answer any questions.

EASL attorneys generally resolve a large number of
matters (approximately 70 percent) at the initial clinic
consultations. Upon an attorney’s recommendation, VLA
places those matters requiring further legal assistance on
the VLA Case List for pro bono placement, as long as the
member financially qualifies for pro bono services in ac-
cordance with VLA’s guidelines.

This clinic is a wonderful way to make a difference!
The next EASL-sponsored clinic will be held on Wednes-
day, March 28, 2007, from 4:00 p.m. to 7:30 p.m. Volunteer
attorneys must have insurance through their firms or indi-
vidually, and have at least four years of practicing experi-
ence. There are two time shifts: 4:00 to 5:30 p.m. or 5:30
to 7:30 p.m. Interested attorneys please e-mail
elisabethwolfe@mac.com.

Elisabeth K. Wolfe is Pro Bono Committee Co-Chair
of NYSBA’s Entertainment, Arts and Sports Law Section.

If you are doubting your decision to join the
legal profession, the New York State Bar
Association’s Lawyer Assistance Program can
help.

We understand the competition, constant
stress, and high expectations you face as

a lawyer. Dealing with these demands and
other issues can be overwhelming, which can
lead to substance abuse and depression.

NYSBA's Lawyer Assistance Program offers
free and confidential support because some-
times the most difficult trials happen outside
the court.

All LAP services are confidential and protect-
ed under Section 499 of the Judiciary Law.

. NEW YORK STATE BAR ASSOCIATION

111 Lawyer Assistance Program
1.800.255.0569 lap@nysba.org

YSBA
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EASL Section and BMI Offer Law School Scholarship

The Entertainment, Arts and Sports Law Section of
the New York State Bar Association, in partnership with
BMI, will fund up to two partial scholarships to law
students committed to practicing in one or more areas of
entertainment, art or sports law.

The Phil Cowan/BMI Scholarship fund looks to
provide up to two $2,500 awards on an annual basis in
memory of Cowan, a past Section chair. Each candidate
must write an original paper on legal issues of current
interest in the areas of entertainment, art or sports law.
The competition is open to all students attending accred-
ited law schools in New York State along with Rutgers
and Seton Hall law schools in New Jersey. In addition, up
to ten other law schools at any one time throughout the
United States shall be selected to participate in the compe-
tition on a rotating basis. Students from other “qualified”
law schools should direct questions to the deans of their
respective schools.

The paper should be 12-15 pages in length, including
footnotes, double-spaced, in Bluebook form. Papers should
be submitted to each law school’s designated faculty
member. Each school will screen its candidates” work
and submit no more than three papers to the Scholarship
Committee. The committee will select the scholarship
recipient(s).

Submission deadlines are the following: October 1st
for student submissions to their respective law schools
for initial screening; November 15th for law school
submission of up to three papers to the committee. The
committee will determine recipient(s) on January 15th.
Scholarships will be awarded during the Section’s Annual
Meeting in late January.

Payment of scholarship funds will be made directly
to the recipient’s law school and credited to the student’s
account.

Law School Scholarships

The committee reserves the right to award only one
scholarship, or not to award a scholarship, in any given
year.

The scholarship fund is also pleased to accept dona-
tions, which are tax-deductible. Donation checks should

be made payable to The New York Bar Foundation, des-
ignating that the money is to be used for the Phil Cowan
Memorial/BMI Scholarship, and sent to Kristin O’Brien,
Director of Finance, New York State Bar Foundation, One
Elk St., Albany, N.Y. 12207.

Cowan chaired the EASL Section from 1992-94. He
earned his law degree from Cornell Law School, and was
a frequent lecturer on copyright and entertainment law
issues.

About BMI

BMI is an American performing rights organization
that represents approximately 300,000 songwriters, com-
posers and music publishers in all genres of music. The
non-profit-making company, founded in 1940, collects li-
cense fees on behalf of the American creators it represents,
as well as thousands of creators from around the world
who chose BMI for representation in the United States.
The license fees collected for the “public performances” of
its repertoire of approximately 4.5 million compositions
are then distributed as royalties to BMI-member writers,
composers and copyright holders.

About the EASL Section

The more than 1,700 members of the Entertainment,
Arts and Sports Law Section of the NYSBA represent
varied interests, including issues making headlines, being
debated in Congress and heard by the courts today. The
EASL Section provides substantive case law, forums for
discussion, debate and information-sharing, pro bono op-
portunities, and access to unique resources including its
popular publication that is published three times a year,
the EASL Journal.

About the NYSBA

The 72,000-member New York State Bar Association
is the official statewide organization of lawyers in New
York and the largest voluntary state bar association in the
nation. Founded in 1876, NYSBA programs and activities
have continuously served the public and improved the
justice system for more than 125 years.

Upcoming EASL Journal Deadline: Friday, January 12, 2007
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EASL Section Litigation Handbook:
Entertainment Litigation: Understand the Issues and

Avoid the Courtroom
By Peter Herbert

Elissa D. Hecker and I have co-edited a handbook for
entertainment practitioners entitled Entertainment Litiga-
tion: Understand the Issues and Avoid the Courtroom, based
on a series of semi-annual lectures that I gave over a pe-
riod of 15 years to the students at Georgetown University
Law Center. It contains contributions from numerous dis-
tinguished lawyers in their relevant fields. To introduce
our Section members to the book, which will be published
under EASL’s sponsorship, I am offering a preview of my
Foreword. The premise of the book is that by understand-
ing in simple terms the issues that commonly lead to
litigation, one is best equipped to avoid the courtroom. I
hope you find this effort of ours of some practical value.

Foreword

The hindsight of more than thirty years of enter-
tainment and intellectual property litigation experience
indicates to me that litigated disputes generally involve
certain issues that are central to a creative artist’s career,
and that by offering a basic, practical understanding of
these common issues, creative artists and their representa-
tives will gain some insight as to how to avoid the court-
room. These issues are most easily identified by asking
the question, “what does an entertainer or creative artist
need for a healthy dispute-free career?” I would suggest:
representatives who are free of conflicting interests; agree-
ments for their services that expressly require both parties
to perform stated obligations as a condition of maintain-
ing the relationship; agreements that clearly recite the
terms of service, including the amount and conditions of
compensation, the credits to be accorded the artist and
the artist’s copyright interest in the work, where appli-
cable; protecting the artist’s copyrightable works through
proper registration and enforcement of rights; protect-
ing the artist’s name and likeness that has gained public
recognition through licensing activity, quality controls
and the monitoring and prevention of unauthorized uses;
protecting the artist’s trademarks, logos, domain names
and other indicia that identify the artist as the source
of goods or services; protecting the artist’s reputation
by assuring appropriate “credit” for work performed,
including preventing others from taking credit for what
the artist has created and from wrongfully trading off the
name of the artist in relation to work performed by oth-
ers; effective merchandising of the artist’s products and
services through traditional and emerging technologies;
and careful review of accounting statements provided
under the artist’s service and licensing agreements with

third parties. While each industry, whether it be record-
ing, music publishing, motion picture, television, live
theatrical, book publishing, fine art or merchandising,
has its own special customs and practices, these areas of
protection are common to them all.

Just as the artist’s transactional representative must
fully appreciate the legitimate needs of the parties with
whom the artist contracts, the litigator must understand
and appreciate the legitimate positions of the adversary
and educate the client as to its reasonable expectations.
The bulldog litigator who ignores this responsibility
under the belief that trial by combat will necessarily
maximize his client’s advantages, even with the best of
intentions, may blindly play a tune that eventually will
be “tin” to a judge’s ear, and perpetuate an all-consum-
ing litigation that saps his client’s creative energy and
resources at the expense of the artist’s career and financial
interests. In most cases in which injury to reputation or
professional integrity is not involved, constructive litiga-
tion should produce positive results for both parties by
minimizing their respective losses. Other cases that do
involve a potential injury to reputation or a compromise
of fundamental values are not susceptible of easy practi-
cal resolution and must be pursued to conclusion.

The genesis of this handbook was an outline of a
three-hour lecture on entertainment litigation that I
delivered twice a year for more than fifteen years to the
students at Georgetown University Law Center. Salient
principles were brought to life through discussions
of cases in which I was personally involved over the
years. The more esoteric cases included Bartok v. Boosey
& Hawkes (establishing the meaning of a “posthumous
work” under the Copyright Act); The Harry Fox Agency
v. Mills Music (defining the scope and effect of the ter-
mination provisions of the Copyright Act); Childress v.
Taylor (establishing the test for “joint authorship” under
the Copyright Act); Frank Music v. Compuserve (examin-
ing whether a passive server is a contributory infringer
of music copyrights by reason of facilitating file sharing
on its bulletin board); Groucho Marx Productions v. Day in
Hollywood Company (extending the right of publicity to
an unlicensed use of the Marx Brothers’ personae on the
Broadway stage); Hoepker v. Kruger/ The Whitney Museum
(application of First Amendment protection to museum
merchandise sold to promote an ongoing museum exhibi-
tion) and Hogarth v. Edgar Rice Burroughs (application of
“work for hire” to Tarzan illustrations).

NYSBA Entertainment, Arts and Sports Law Journal | Fall/Winter 2006 | Vol. 17 | No. 3



More practical issues were the subject of Bourne v.
The Walt Disney Company (interpreting the scope of ar-
cane publishing licenses with respect to Disney’s historic
movie songs); Woods v. Universal Pictures (the unlicensed
use of an architectural design as a movie set in the film
“Twelve Monkeys”); Estate of Presley v. RCA (recovery of
unpaid record royalties); Stephen King v. New Line Cinema
(improper use of Stephen King’s name in the credits of
the film “The Lawnmower Man"); The British Museum
v. Lerner & Loewe (entitlement to “My Fair Lady” roy-
alties in countries where the underlying copyright in
“Pygmalion” had entered the public domain); severing
Bruce Springsteen, Ben Vereen and the Allman Brothers
from unproductive management relationships; reacquir-
ing for songwriters/performers Nick Lowe and Bob
James music and recording catalogs that were either not
being actively published or where record royalties were
consistently not paid; recovering compensation due ac-
tor Sterling Hayden for his performance in the motion
picture “Venom,” or opera singer Cornell MacNeil for
his overtime work in the film “La Traviata,” or the band
Pink Floyd as the result of an underestimation of concert
attendance that could only be corrected with an analysis
of aerial photographs. Playing cops and robbers outside
of Madison Square Garden to effect seizure of bootleg
Rolling Stones merchandise added a very risky business
to the mix.

Looking back over these cases and others, it seemed
that what might be useful to the legal and business
community was a handbook that addressed in a simple,

Available on the Web
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accessible way, the basic issues that inspire disputes in the
entertainment and intellectual property arenas so that,
with this knowledge and awareness, artist representatives
could minimize their clients’ risks of litigation.

I am grateful to Elissa D. Hecker, Immediate Past
Chair of the Entertainment, Arts and Sports Law Section
of the New York State Bar Association, whose amazing
energy and insight sparked the interest of the Section in
this project. Her editorial skills and attention to all aspects
of the project’s development was critical to my own
incentive and therefore to making this handbook come
to life. I want to extend my gratitude to distinguished at-
torneys Robert W. Clarida, Judith A. Bresler, Peter Glass,
Joel L. Hecker, Judith B. Prowda, Roger Deitz, and to my
splendid and talented partners and associates at Hinck-
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Hampshire, specifically, intellectual property specialists
Deborah Benson, Amy Spagnole and Brent Canning, all of
whom responded to my calls and generously offered their
time and talent to make this handbook possible. And my
thanks to Miriam Tauber, Alexis N. Mueller and Brendon
McKeon, the research assistants who contributed case
synopses to the book.

I'hope this handbook will be seen as a work in
progress to be periodically supplemented with emerging
areas, issues and cases of practical significance, and that
it will serve to bring further understanding of the com-
monly litigated issues so that litigation may be avoided
and disputes creatively and promptly resolved.
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ORPHAN WORKS

Introduction
By Robert W. Clarida

The “Copyright Modernization Act of 2006,” now
pending in Congress, contains a proposed amendment to
the Copyright Act regarding the issue of orphan works,
copyrighted works whose owners are difficult or impos-
sible to locate. Since such works cannot be cleared, they
present significant legal risks to anyone who might wish
to make use of them. As a result, the public is denied the
benefit of access to these works, even though in many
cases there is no copyright owner who would object to
their uses. The bill, which grew out of a January 31, 2006,
Report on Orphan Works® (“Report”) from the Copyright
Office, proposes several statutory changes.

“The basic approach of . . . [the
Copyright Modernization Act of 2006]
... IS to encourage the use of orphan
works by limiting the damages and
injunctive relief to which users might
be subject if a copyright owner were
to emerge and pursue an infringement
action.”

The basic approach of the bill is to encourage the use
of orphan works by limiting the damages and injunctive
relief to which users might be subject if a copyright own-
er were to emerge and pursue an infringement action. To
be eligible for this favorable treatment, a user must do
two things: perform a diligent search for the owner before
using the putative orphan work, and provide attribu-
tion to the author and copyright owner. As set forth in
proposed new section 514(a), possible remedies will be
reduced,

Notwithstanding sections 502 through
505, where the infringer: (1) prior to the
commencement of the infringement,
performed a good faith, reasonably
diligent search to locate the owner of the
infringed copyright and the infringer did
not locate that owner, and (2) throughout
the course of the infringement, provided
attribution to the author and copyright
owner of the work, if possible and as ap-
propriate under the circumstances.

Where the above conditions are met, proposed section
514(b) defines the limitations on remedies to which an
orphan work user might be subject:

(1) Monetary Relief. (A) no award for
monetary damages (including actual
damages, statutory damages, costs or
attorney’s fees) shall be made other than
an order requiring the infringer to pay
reasonable compensation for the use of
the infringed work; provided, however,
that where the infringement is performed
without any purpose of direct or indirect
commercial advantage, such as through
the sale of copies or phonorecords of the
infringed work, and the infringer ceases
the infringement expeditiously after
receiving notice of the claim for infringe-
ment, no award of monetary relief shall
be made.

(2) Injunctive Relief. (A) in the case where
the infringer has prepared or commenced
preparation of a derivative work that re-
casts, transforms or adapts the infringed
work with a significant amount of the
infringer’s expression, any injunctive or
equitable relief granted by the court shall
not restrain the infringer’s continued
preparation and use of the derivative
work, provided that the infringer makes
payment of reasonable compensation to
the copyright owner for such preparation
and ongoing use and provides attribution
to the author and copyright owner in a
manner determined by the court as rea-
sonable under the circumstances; and (B)
in all other cases, the court may impose
injunctive relief to prevent or restrain the
infringement in its entirety, but the relief
shall to the extent practicable account for
any harm that the relief would cause the
infringer due to the infringer’s reliance on
this section in making the infringing use.
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Monetary damages are limited in all cases to “reason-
able compensation,” which the Report indicates should
generally be equal to a license fee the parties would
hypothetically have negotiated before the infringing use.?
In addition to a ceiling on damages, the Report proposes
turther that there can be no monetary damages at all
where a user derives no direct or indirect commercial ad-
vantage from the use and stops it promptly upon receipt
of notice from the copyright owner.

“If enacted, [proposed section 514(c)]

... should prevent the courts from
allowing the orphan works considerations
to influence fair use determinations, but
it remains to be seen if the courts will

be conscientious in keeping the two
doctrines separate.”

The limits on injunctive relief are based on a funda-
mental distinction between uses which incorporate the
orphan work into a derivative work having “significant”
new expression, and uses which essentially re-publish
the orphan work in its original form. Generally speaking,
derivative works are not subject to injunctive relief, but
re-publications are, on the theory that enjoining a deriva-
tive work would restrict the user’s own expression and
hinder the use of orphan works for such purposes.

Proposed section 514(c) makes the point that
“[n]othing in this section shall affect rights, limitations

or defenses to copyright infringement, including fair

use, under this title.” If enacted, this should prevent the
courts from allowing the orphan works considerations

to influence fair use determinations, but it remains to be
seen if the courts will be conscientious in keeping the two
doctrines separate.

The orphan works provisions are part of the larger
“Copyright Modernization” bill, which stalled in the
House Judiciary Committee before it could be marked up
in advance of the October recess. The measure may have
to wait until the new Congress convenes in January 2007.

Following are some of the comments submitted by
trade groups to the Copyright Office regarding this pend-
ing legislation. All comments may be found at the Copy-
right Office’s website under “Report on Orphan Works”
http:/ /www.copyright.gov.

Endnotes
1. Available online at www.copyright.gov.

2. Report at 116.

Robert W. Clarida is a partner in the New York law
firm of Cowan, Liebowitz & Latman, P.C., and speaks
and writes frequently on copyright law. He is the chair-
person of the Copyright and Literary Property Com-
mittee of the Association of the Bar of the City of New
York, and Co-Chair of the Copyright Committee of the
NYSBA Intellectual Property Section.
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ORPHAN WORKS: COMMENT LETTERS

Graphic Artists Guild

The Graphic Artists Guild is honored and pleased to
have the opportunity to submit our comments, opinions
and suggestions on the important issue of orphan works
to the U.S. Copyright Office and to Congress.

The Graphic Artists Guild promotes and protects
the economic interests of its members. It is committed
to improving conditions for all creators of graphic art
and raising standards for the entire industry. The Guild
is a national union that embraces creators at all levels of
skill and expertise who produce graphic art intended for
presentation as originals or reproduction.

The Copyright Office has provided an excellent back-
ground on the historical legislative progression that has
created “orphaned” copyrighted works on their website.
Questions covering an exhaustive array of difficult situ-
ations and concerns for both original creators of intel-
lectual property, corporate copyright owners and people
seeking to use copyright protected works have been put
forth for comment. All of these merit discussion with the
different groups of individuals affected by this issue. The
Guild will address only issues and concerns that pertain
to our group—original creators.

We have chosen to compose our reply so as to
directly address the questions posed on the Copyright
Office website.

1. Nature of the Problems Faced by Subsequent
Creators and Users

What are the difficulties faced by creators or other
users in obtaining rights or clearances in pre-existing
works? What types of creators or users are encountering
these difficulties and for what types of proposed uses?
How often is identifying and locating the copyright
owner a problem? What steps are usually taken to locate
copyright owners? Are difficulties often encountered
even after the copyright owner is identified? If so, this
is an issue that the Copyright Office also invites you to
address.

Without a reprographic royalties licensing and dis-
tribution organization in the U.S. for visual works, (e.g.,
the equivalent of ASCAP for music), a user must engage
in a buckshot approach to try to locate the copyright
holder of a visual work. Contacting the Copyright Office
and Internet searches such as Google are a start, but there
is no clear, reliable source. As a result, tracking down a
copyright owner may cost the user quite a bit of money.
From the point of view of individual creators, this whole
argument has nothing to do with copyright and every-
thing to do with money. The EXPENSE of tracking down

the owner of a copyright is the big issue, and this argu-
ment falls in line with the general attempt by art users to
cheapen the cost of using created material.

For obvious privacy issues, the U.S. Copyright Office
could not be expected to try to track down “unlocatable”
creators by requesting residence information from either
the IRS or the SSA.

A possible solution might be a group registration
effort by the Copyright Office. Artists should be able to
register with the Copyright Office as creators. Any use of
their product should have to be registered by the user of
that image. The burden of proving their right to make use
should fall on the user and not solely on the creator. This
would strengthen the value of created product, enhance
the value, and stop the abuse by users who use art with-
out permission because they know the legal process will
grind an artist down before he ever proves his ownership.

2. Nature of Orphan Works: Identification and
Designation

How should an orphan work be defined? Should or-
phan works be identified on a case-by-case basis, looking
at the circumstances surrounding each work that someone
wishes to use and the attempts made to locate the copy-
right owner? Should a more formal system be established?
For instance, it has been suggested that a register or other
filing system be adopted whereby copyright owners could
indicate continuing claims of ownership to the copyrights
in their works.

On the other hand, the establishment of a filing
system whereby the potential user is required to file an
intent to use an unlocatable work has also been suggested.
Would the Copyright Office or another organization ad-
minister and publish such filings? For instance, would the
Copyright Office publish lists of these notices on a regular
basis, similar to the lists of notices of intent to enforce re-
stored copyrights filed with the Office? Questions arising
from these different approaches are set forth in the next
sections.

Case-by-Case Approach

The “ad hoc” or “case-by-case” approach, like that
adopted in Canada, would set forth parameters for the
level of search that would need to be undertaken in order
to establish that a particular work is “orphaned.” Ensuing
questions include the nature of those parameters. Should
the focus be on whether the copyright holder is locatable?
What efforts need be made to locate a copyright holder
before it can be determined that the owner is not locat-
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able? Would a search of registrations with the Copyright
Office (or any other registries as described below) and

an attempt to reach the copyright owner identified on

the work if any (plus any follow up) be sufficient? What
other resources are commonly consulted to locate a copy-
right owner, and what resources should be consulted? Do
resources like inheritance records, archives, directories

of authors or artists need to be searched? Should there

be an obligation to place an advertisement seeking the
owner? Should factors such as the age of the work (which
is discussed below), how obscure the work is or how long
it has been since a publication occurred be taken into
consideration?

An orphan work would be a work that is still protect-
ed within its term of copyright, but for which the copy-
right owner cannot be contacted for a variety of reasons
by a user who seeks permission to use the work.

But the issue of usage of orphan works is not as
simple for all concerned as it appears at first glance. And,
as is the case of all copyright issues of the past century,
the individual creator is caught in the middle of a tug
of war between corporate copyright owners and users.
Artists want to earn a living from their work. Copyright
enables them to do so by licensing usage of their work for
a fee. But the Work-For-Hire [WFH] copyright provision
in the U.S. also enables businesses to hire artists to cre-
ate original work where the business immediately owns
the copyright to the artist’s work, and the artist receives
neither the right to license their work nor licensing fees.
Therefore, there are actually two separate classes of copy-
right owners in the U.S.: original creators (“authors”) and
owners by assignment, who are often corporations.

The issue of orphan works is made complex by the
existence of these two classes of copyright owners. Upon
closer evaluation, the broad title of orphan works also
consists of two distinct categories:

1. Works created by individual living authors who
still own their copyright, or are deceased and
their copyright has passed to their heirs, and are
unlocatable either because they have not kept
their contact information current with the U.S.
Copyright Office, their name is not on their work,
or they never registered their work at all. These
copyright owners are simply unlocatable.

2. Works created under a Work-For-Hire agreement
(or where the author’s rights were bought out in
full), where a business or corporation owned the
copyright, and that business or corporation is de-
funct and its assets—including intellectual prop-
erty rights—were not sold or assigned to anyone
else. In this circumstance, these works are truly

orphaned in that no one owns the copyright al-
though the term of copyright has not expired, and
therefore these works are not in public domain.

The Copyright Office could easily determine which of
these two categories applies to any particular work.

The issues raised regarding orphan works in Kahle v.
Ashcroft bring to the front burner the necessity of address-
ing copyrighted works that have been orphaned. Closer
examination reveals that there are myriad unique situa-
tions that merit individual consideration for very com-
pelling reasons, especially within the second category of
works. The dilemma of either permitting or denying use
of orphan works really cannot be resolved with an all or
nothing ruling. There need to be provisions to accommo-
date specific circumstances in which either the copyright
owner of a WFH no longer exists (such as a defunct cor-
poration) although the copyright has not expired, or the
unlocatable copyright owner would neither be harmed
by nor would have a reasonable objection to a particular
usage.

The Canadian Copyright Board (CCB) has already
recognized this, and has added a provision and process
to Canadian Copyright Law to enable use of published
orphan works under certain circumstances. The Graphic
Artists Guild supports the CCB approach to dealing with
published orphan works on a case-by-case basis. The
CCB has been admirably judicious and conservative in its
grants to use published orphan works. In exchange for be-
ing issued a limited usage license and paying a licensing
fee, the user is indemnified from a copyright infringement
lawsuit within the designated period of time their usage is
permitted.

The Canadian Copyright Board is not rescinding
copyright of orphan works. The CCB is actually acknowl-
edging that copyright protection still exists, and that a
potential user cannot simply use an orphan work without
being granted legal permission. The CCB is in effect acting
as an agent of the [absent] copyright owner, and granting
[or not] a license and fee on their behalf, with the stipula-
tion that a legitimate copyright owner can still collect their
fee.

Efforts to locate a copyright holder should include
searching Copyright Office records of registry, and re-
sources like inheritance records, archives, and directories
of authors or artists. Placing public notices in newspapers
is not likely to yield results.

Registration of copyright owners, as suggested in the
“Formal Approach,” would be the most obvious solution,
although at this time the U.S. does not have a statutory
mandate requiring such registration. The Graphic Artists
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Guild would like to see this registry operated and main-
tained by the U.S. Copyright Office, and not by a private
agency. We are concerned that a privately owned and op-
erated agency might be influenced by the financial might
of corporate copyright owners over individual creators,
or not be held to the higher standards of financial trans-
parency of a government agency.

Requiring the Copyright Office to keep track of usage
of published orphaned works it grants to licensees puts
the responsibility to claim fees upon the copyright owner
or their heirs by contacting the Copyright Office. This is
reasonable. Expanding the staff of the Copyright Office
to review petitions to use published orphan works would
increase the budget of the Copyright Office. Perhaps the
Copyright Office should hold the licensing fees paid for
usage of “orphan works,” and use those monies to cover
the expenses after the claim limit has expired. Or, perhaps
if an appropriate royalty agency exists (such as ASCAP
for musical works), it should collect the licensing fees and
hold the money for an unlocatable copyright owner (the
Canadian policy). In the situation of a work orphaned by
a defunct corporation, there is actually no one who could
legally claim a licensing fee, so this fee ought to be paid
to some agency that will benefit all creators: the Copy-
right Office. This would also help keep the copyright reg-
istration fee low, and therefore affordable to individual
creators.

The incentive for a creator to register would be the
ease of opportunity to license their works. But, under the
current system, unless a creator has registered the copy-
right of a particular work, they would not be granted the
same legal protection in the event of an infringement of
an unregistered work. Until the 1976-enacted Work-For-
Hire clause is abolished, which would result in the defini-
tion of all creators as sole authors, a Registry of Authors
would simply be a directory with contact information
to be used by those seeking permission to use a work. If
a user did not check the Registry, that would certainly
forfeit their declaration that the work was “orphaned,”
and would automatically deem any unauthorized usage
of work belonging to a registered author an infringement
and illegal. This is a strong motivation for both authors
and users to take advantage of such a registry.

3. Nature of Orphan Works: Age

Should a certain amount of time have elapsed since
first publication or creation in order for a work to be
eligible for “orphaned” status? If so, how much time?

It might be helpful, in determining what an appropri-
ate time period would be, to note some of the different
benchmarks for term requirements that history and in-
ternational conventions suggest. For example, under the
1909 Act, a work was to be renewed in the 28th year after

publication. Current copyright law provides a presump-
tion after the shorter of 95 years from publication or 120
years from creation that the work is in the public domain
unless the Copyright Office’s records indicate other-

wise (and the Copyright Office issues a certified report

to that effect). Current copyright law provides another
benchmark in the right to terminate grants of transfers

or licenses after 35 (and up to 40) years after the grant or
publication date. Under existing international treaties, the
term of protection for works measured other than by the
life plus 50 term is generally 50 years from publication.
The Copyright Term Extension Act of 1998 extended terms
in the U.S. by 20 years, but at the same time recognized
that certain uses should still be allowable in those last 20
years, namely uses by libraries and archives of certain
works that are neither available at a reasonable price nor
subject to normal commercial exploitation.

Would the last 20 years of the copyright term, or any
of the other benchmarks or time periods noted above, be
an appropriate measure for eligibility as an orphan work?
Should it be the same for all categories of works, or dif-
ferent depending on the nature of the work? What if the
term for a particular work is unknown or uncertain? If the
copyright owner is not known or cannot be found, there
will certainly be instances where the date of creation or
death of the author will be unknown. Can it be presumed
at a certain point that a work has entered into the period
in which it can be recognized as an orphan work?

Specifically, this provision provides that in the last
20 years of the term of any published work, a library or
archive, including a nonprofit educational institution that
functions as such, may make any copyright use of the
work (other than create derivative works) for purposes of
preservation, scholarship or research, if it has determined
on the basis of reasonable investigation, that (i) the work
is not subject to normal commercial exploitation, (ii) a
copy cannot be obtained at a reasonable price, and (iii) the
copyright owner or its agent has not provided notice with
the Copyright Office that neither (i) or (ii) applies to the
work.

4. Nature of Orphan Works: Publication Status

Should the status of orphan works only apply to
published works, or are there reasons for applying it to
unpublished works as well? In Canada, for example, the
system for unlocatable copyright owners only applies to
published works. What are the reasons for applying it to
unpublished works? If orphan work status would apply
to unpublished works, how would such a system preserve
the important right of first publication recognized by the
Supreme Court in Harper & Row? What are the negative
consequences of applying such a system to unpublished
works?
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The Graphic Artists Guild believes that a consistent
age timeline should be applied to all works, and that
U.S. Copyright Law should be consistent with the Berne
Convention and Article 12 (Term of Protection) of the
TRIPS Agreement. Published works should be protected
for 50 years after the date of publication. Fifty years from
publication would be a reasonable measure for a Work-
For-Hire work created for a corporation, such as a film.

The Guild opines that only published works should
be considered for “orphan” status. Records of published
works are more easily traceable than unpublished works,
and a user would have a realistic chance of either locat-
ing the last recorded copyright owner or determining
the genuine status of the work. The copyright owners
of unpublished works are intrinsically extremely dif-
ficult to trace, and in many instances the age of the work
would be impossible to pinpoint. We must also defer
to the rights of a creator to decide which of their works
they would have wanted to be released for publication,
and respect their privacy and personal judgment as to
any number of possible reasons they did not publish a
particular work.

The existing provisions for libraries and archives are
sufficient as they are.

5. Effect of a Work Being Designated
“Orphaned”

However a work is identified and designated as
“orphaned,” what would be the effects of such designa-
tion? Under systems for a mandatory, formal registry of
maintained works, like the 1909 Act, the right to assert
one’s exclusive rights vis a vis others could similarly be
lost, in whole or in part, if the work was not contained on
the registry. Should this loss of rights apply only to the
particular work at the time of use, or only to the par-
ticular use or user, or would it effect a permanent loss of
rights as against all uses and users?

Other possibilities include imposing a limitation on
remedies for owners whose works are “orphaned”—
without affecting the copyright itself. For instance, under
the Canadian approach, the Copyright Board sets the
license fees and other terms for the use and collects the
payments on behalf of the copyright owner should one
ever be identified. Under that approach, users could be
confident that their use of the work would not subject
them to the full range of remedies under the Copyright
Act, but only an amount akin to a fee for use. At the same
time, copyright owners would not be concerned about
the inadvertent loss of rights from failure to pay the fee
or take other requisite action. Domestically, the Copyright
Clearance Initiative of the Glushko-Samuelson Intel-
lectual Property Law Clinic of American University’s

Washington College of Law is currently developing a
proposal that would limit the liability for users of orphan
works and not result in any loss of copyright per se on the
part of the copyright owner. Under that proposal, only

a recovery of a reasonable royalty would be allowed in
infringement actions with respect to orphan works where
good faith efforts have been made to locate the copyright
owner. Are there other approaches that might be used? If
a reasonable royalty approach is used, how should it be
determined in any given case? To settle disputes as to the
appropriate fee, is traditional Federal court litigation the
right dispute resolution mechanism, or should an admin-
istrative agency be charged with resolving such disputes
or should another alternative dispute resolution mecha-
nism be adopted?

If a work were to be designated “orphaned,” that
would legally open the door for permission of limited one-
time use of the work by a particular user, who would be
granted official and recorded permission by the Copyright
Office. The Copyright Office could levy an appropriate
licensing fee, as determined by a survey of authors in the
appropriate field, to be collected by a legitimate copyright
owner should they come forward within a reasonable
time period. Anyone who uses an orphaned work without
explicit permission and paying a usage fee would be an
infringer just as in any other situation, as would anyone
who uses a work without permission that has not been
designated “orphaned” by the Copyright Office.

Since the Copyright Office would in effect be act-
ing as an Agent on behalf of the copyright owner of an
“orphaned” work, perhaps the Copyright Office should
also be given the legal authority to bring an infringement
suit against an unlawful user. Any monetary damages
collected in a prevailing suit, after legal expenses are paid,
should be held for the copyright owner should they come
forward within a reasonable time period; the same process
as holding a licensing fee for an “orphaned” work. Know-
ing that the U.S. Copyright Office would pursue an in-
fringement lawsuit in lieu of an unlocatable author would
be a significant deterrent to unauthorized use.

The Copyright Clearance Initiative of the Glushko-
Samuelson Intellectual Property Law Clinic of American
University’s Washington College of Law is reasonable.

The Copyright Office review process should be ex-
tremely judicious as to whom it grants permission, and
only for very limited usage. Some examples of permitted
usage we would agree with would be:

¢ Saving and restoring deteriorating original works
created on perishable materials is an obvious neces-
sity.
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e Permitting works with historical or biographi-
cal significance to be used for historical, cultural
or documentary purposes (such as an historical
exhibit or topical documentary motion picture)
should be allowed.

¢ Permitting limited use and reproduction of archi-
tectural or engineering plans as necessary for resto-
ration, maintenance, repair or insurance evaluation
is necessary for public safety and historic preserva-
tion.

¢ Permitting limited use by an accredited academic
institution for educational /teaching purposes.

The Copyright Office should specifically deny per-
mission for unlimited usage, usage outside the U.S., and
requests from merchandising companies or other users
whose sole purpose for usage is to generate profit from
sales of a protected work for personal financial gain.

The Canadian Copyright Board model seems like a
win-win solution, and a huge incentive both for creators
to register their work and for users to petition the Copy-
right Office for permission and still be responsible for
paying a licensing fee should the copyright owner turn

up.
6. International Implications

How would the proposed solutions comport with ex-
isting international obligations regarding copyright? For
example, Article 5(2) of the Berne Convention generally
prohibits formalities as a condition to the “enjoyment and
exercise” of copyright. For any proposed solution, it must
be asked whether it runs afoul of this provision. Would
a system involving limitations on remedies be consistent
with the enforcement provisions of the Agreement on
Trade-Related Aspects of Intellectual Property (TRIPS)
or the prohibition against conditioning the enjoyment or
exercise of copyright on compliance with formalities of
TRIPS and other international agreements to which the
U.S. is party? Would such proposals satisfy the three-step
test set forth in TRIPS, Article 13, requiring that all limita-
tions and exceptions to the exclusive rights be confined
to “certain special cases that do not conflict with the
normal exploitation of the work and do not unreasonably
prejudice the legitimate interests of the right holder”? Are
there any other international issues raised by a proposed
solution?

Provisions that have been discussed in this com-
ment letter appear to comply with Article 13 of the TRIPS
Agreement. The only exception might be whether or not
permission of usage of American “orphan” works for ac-
credited academic institutions for educational / teaching
purposes should include all member countries of TRIPS.

In Conclusion

There is a world of difference between a university
library being granted a time-limited license to digitize and
post on its website the hometown magazine /newspaper
from the turn of the century [this is orphaned because the
publisher is defunct], with a limited window of time per-
mitted for copyright heirs of the writers to claim their fee
from the university library, and Professor Lessig’s asser-
tion that Joe Shmo is being denied his right to free speech
or is being hindered from being creative because copy-
right protection prohibits him from plagiarizing another
writer’s old work to use it as his own.

What is the alternative? Kahle v. Ashcroft demands
that copyright term extensions (in compliance with Berne)
be repealed, and all works renewed automatically un-
der the 1992 Copyright Renewal Act be declared public
domain. This all or nothing mandate would throw the
baby out with the bathwater. What would happen if the
U.S. continues to deny usage of orphan works? Exactly
what is already happening: people are using copyrighted
works without permission because they cannot locate
the copyright owner or because the copyright owner no
longer exists; and they’re not paying any licensing fee to
anyone. Should a living copyright owner turn up and dis-
cover this, they have to incur the expense of a lawsuit to
get paid a usage fee (and damages if they’re lucky), which
isn’t likely to happen because litigation is so expensive.
End result: the copyright owner isn’t likely to get any
licensing/usage fee from the infringer at all. But anyone
using the orphaned works of a defunct/non-existent
copyright owner is in the clear! He can use the copy-
righted work without permission and for free without
any concern of being sued for infringement because there’s
no one to sue him. There is absolutely nothing stopping
people from doing this. It’s as if the copyright doesn’t ex-
ist. Allowing the U.S. Copyright Office to act as an Agent
on behalf of unlocatable or defunct published “authors” is
preserving the copyright of the work. But the Copyright
Office must exercise tremendous discretion when it grants
permission to use published “orphan work.”
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The Authors Guild, Inc.

Pursuant to the Notice of Inquiry published by the
Copyright Office in the Federal Register on January 26,
2005, the Authors Guild, Inc. hereby submits these Reply
Comments on behalf of its 8,200 members who are pub-
lished book authors and freelance journalists. Through-
out its history, the Guild has —when commenting to
this office, to Congress and to the courts on copyright
policy—of necessity taken a balanced approach to copy-
right protections. Time and again we have weighed the
need to safeguard the livelihoods of our members, which
copyright helps secure, against the needs of those of our
members who make use of others” copyrighted works in
their own. This need for balance typically arises in mat-
ters of fair use policy, where the Guild consciously errs on
the side of broad fair use (in the traditional, transforma-
tive use sense), including, in recent decades, aggressively
backing the explicit extension of fair use rights to unpub-
lished works.

Mindful of this need for balance, we submit these
Reply Comments to make five major points:

1. While orphan works present a problem to some
authors, the impact of the problem on free ex-
pression and our culture appears to have been
overstated by some commenters. The overwhelm-
ing majority of published writers—85%—have
“never” or “rarely” failed to reach a rightsholder
to request permission, according to our recent
Copyright Permissions Survey, a two part sur-
vey to which more than 2,100 published writers
responded. We further discuss the striking results
of this survey below.

2. Although the problem of orphan works might
be relatively small with respect to the creation of
new literary works, it is certainly not insignifi-
cant. Two-thirds of respondents to the Copyright
Permissions Survey who had asked for copyright
permissions in the course of their writing careers
believed that finding some means of allowing
them to use orphan works would appreciably ease
their work as writers. The Authors Guild largely
agrees with several commenters’ proposals to limit
the legal liability of users of orphan works who
demonstrate they made a diligent search for the
rightsholders before using the works.

3. This limitation on liability and the scope of permit-
ted uses after a diligent search for the rightsholder
have to be crafted with extreme care, so they do
not, in effect, amount to forfeiture of copyright.

Moreover, for uses for which there is no meaningful
compensation—for example, for online digital archives
of works—injunctive relief must be available as an
alternative to accepting a nominal license fee. A rights-
holder who is temporarily unfindable by a par-
ticular method of diligent search should not face
the penalty of having her work consigned to the
quasi-public domain of such archives, which may
well drain the work of all other licensing value.
The prospect of such injunctive relief, fortunately,
should not be daunting for the truly diligent
compiler of a digital archive: instances of emergent
rightsholders will be rare. Emergent rightsholders
would not have a substantial effect on the value of
the archive.

4. We urge the Copyright Office to establish a pub-
licly available, searchable database in which users
of orphan works would need to file a simple form
affirming that they made a diligent search for the
rightsholder and describing the steps they took to
locate the rightsholder. Such a database would:

a. Help keep users honest, since they would
know that their affirmations of diligence
would be on public display, easily acces-
sible to the rightsholders they assert are
unfindable.

b. Help identify abusers of the system. A user
who failed to make a diligent search in one
instance may well be a repeat offender.

c. Help establish useful means of reaching
rightsholders.

d. Help guide the Copyright Office in establish-
ing any new regulations with respect to the
use of orphan works.

The Guild strongly opposes, however, the right

of any user to piggyback another’s affirmation of
diligence. Affirmations of others’ diligence should
be no evidence of the particular user’s diligence;
distinct users should be responsible for their own
independent diligent search for rightsholders.

5. The law should not establish artificial licensing
schemes.

The Authors Guild is ready and eager to provide the
Copyright Office with any further assistance it can as it
addresses the issue of orphan works.
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Interests of the Authors Guild

Founded in 1912 as the Authors League of America,
the Authors Guild is the nation’s largest and oldest orga-
nization of published authors. Our membership includes
journalists, historians, biographers, novelists, poets,
children’s book authors, academic and textbook authors.
Sixty-six percent of our membership writes nonfiction
books; 40% are freelance journalists; and 44% write or
translate fiction, poetry or drama (many members write
in more than one of these categories).

The Authors Guild’s mission is to promote the
professional interests of authors in various areas, espe-
cially copyright, freedom of expression and publishing
contracts. In the area of copyright, the Guild has worked
for appropriate domestic and international copyright
protection and to secure fair financial and non-monetary
compensation for authors’ valuable work. Guild attor-
neys annually advise hundreds of members about their
(and their publishers’) legal obligations, including those
arising out of their publishing contracts.

In pursuit of this mission, the Guild co-founded and
along with other writers’ organizations participates in
the Authors Registry, a database of approximately 30,000
published and unpublished writers. As a payment agent
for secondary rights royalties, the Registry has distrib-
uted more than $3.5 million to writers in its ten years.
Annually, it conveys thousands of permissions requests
to registrants.

The Authors Guild appreciates that the Copyright Of-
fice seeks to address the issue of orphan works as defined
in its Notice of Inquiry.! In trade, business and academic
publishing, writers typically have to warrant to their
licensees that they have secured the necessary legal per-
missions to use others” copyrighted works in their manu-
scripts. If an author’s publisher is sued for infringement,
the author of the offending work usually is obligated to
indemnify the publisher for its costs including attorneys’
fees, even if she is ultimately found not liable. For this
reason, under current copyright law authors are ill ad-
vised to use works for which they can’t get permission.?

Orphan works pose problems for some authors, and
therefore to their readers, as the initial comments show
they do for documentarians, archivists, librarians, broad-
cast and film preservationists and other creators. At the
same time, our members rely on their own copyrights for
their livelihoods as writers. We believe that historically
strong protection of copyright has been the engine, not
the obstacle, driving the enormous creative output of art-
ists in the United States. Any diminishment of copyright
for a class of works or of owners must be undertaken
with extreme caution and should be narrowly tailored to
advance that interest.

Nature of the Problems Faced by Authors and
Journalists

Several of the initial comments to the Notice of
Inquiry assert on the basis of anecdotal evidence that
creators and the public are deprived of a substantial
number of orphan works. The Authors Guild surveyed its
membership to find out the degree to which professional
writers are affected. More than 2,100 authors responded to
the first part of the survey, more than 1,300 of whom have
requested permission to use others” copyrighted works
in their writing careers. (In the more extensive Phase II,
1,239 published writers completed the survey. More than
two-thirds of the respondents had published nonfiction
books for adults, and more than two-thirds had published
freelance articles. More than one-half had published five
or more books, and more than 45% had published 20 or
more freelance articles.) The results of this copyright per-
missions practices survey suggest that the problem is not
nearly as bad—at least for authors of literary works—as
some of the commenters seem to believe.

Eighty-five percent of the respondents to Phase I of
the survey who have sought permission to use others’
copyrighted works, and 89% of the respondents to Phase
II, “never” or “rarely” failed to reach the rightsholder
they sought.® All in all, the survey demonstrates that the
copyright permissions regime functions pretty well for
writers.*

Published writers would like to see something done
to allow use of orphan works, however. Two-thirds of
respondents who had sought the right to use others” copy-
righted works agreed that their work as writers would
be appreciably eased if the orphan works issue were
effectively addressed. Forty-five percent of such writers
agreed that easier use of orphan works would appreciably
improve the quality of their published work.

Limitation of Liability for the Truly Diligent User
Makes Sense

Although the survey demonstrates that the problem
of orphan works occurs much less often than many ap-
pear to assume, we strongly believe the public should
not lose access to the significant number of works that
are “orphaned.” It is essential to narrowly tailor a solu-
tion to the orphan works problem that is mindful of its
prevalence and that is based on empirical evidence, not
assumptions. Above all, the law must not take away the
rights of owners who could be found by a truly diligent
search. An owner who cannot be readily located should
not be deemed guilty of “neglecting” or abandoning his or
her work. In our huge and complex society, a John Smith
who wrote a novel ten years ago that is out of print today
could well value his copyright and deserves the opportu-
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nity to reap the rewards of the work he created, even if he
is difficult to track down.

The Authors Guild favors action that would allow
the use of orphan works efficiently while protecting the
interests of all concerned parties. We largely agree with
the approach proposed by the Association of Ameri-
can Publishers, the Association of American University
Presses and the Software & Information Industry Associa-
tion (the “AAP Comments”) and with numerous other
commenters. The best way to give users access to orphan
works and to fully protect copyright is to limit the liabil-
ity of any user who demonstrates a good faith, diligent
effort to locate the owner. Specifically, we propose that
the Copyright Act be amended to eliminate statutory
damages, profits, attorneys’ fees and criminal liability
against copyright infringers who demonstrate they made
a diligent, unsuccessful search for owners and could not
find them. The user’s liability should be limited to the
equivalent of a fair and reasonable license fee.”

Limiting damages to a reasonable license fee protects
both the economic interests of owners who later come for-
ward to claim their works and of users who act diligently
and in good faith.

Scope of Use and Availability of Injunctive Relief
in Certain Cases

Because of the potential for abuse, a diligent searcher
should not be permitted to grant secondary use licenses.
Potential derivative works licensees should have to make
their own diligent search for the owners of orphan works.
Nor should subsequent users be able to rely on an earlier
user’s search, for the reasons set forth in the AAP Com-
ments. Given the increasing access to information tech-
nology provides, it would not seem at all remarkable for
a later search, even one that followed the same steps as an
earlier search, to turn up a rightsholder that was previ-
ously obscure.

We agree with the AAP Comments that that statute
should preserve certain infringement remedies—attor-
neys’ fees, statutory damages—against a diligent searcher
who unreasonably refuses to pay a fair license fee. We
would go farther, however, and preserve the right to in-
junctive relief in certain cases in the interest of justice. For
example, certain commercial and nonprofit entities that
submitted initial comments have asserted their intent to
digitize entire libraries. Most of them advocate changing
the law to make it possible for them to freely digitize and
distribute orphan works permanently.

We appreciate the value of such archives. But in those
rare cases in which an orphan work rightsholder comes
forward, the on-going existence of free or nominal-cost

digitized copies could do irreparable harm to the financial
value of an out of print work. A reasonable license fee, if
interpreted to be some percentage of the income such a
use might generate, could well be nominal. The continued
online availability of the work, however, could render the
copyright valueless. This seems a severe penalty for being
temporarily unreachable by the particular user’s diligent
means. In such instances, the rightsholder should be able
to obtain injunctive relief—enjoining continued use of the
work—in lieu of a reasonable licensing fee.

We also advocate additional remedies, including in-
junctive relief, against a diligent searcher who wrongfully
claims credit for the authorship of the orphan work.

Diligent Search Requirements

We do not believe that the statute or regulations can
or should determine what constitutes a diligent search;
there are too many unique owners, situations and poten-
tial users for this to make sense. As some commenters
have observed, most affected industries have already
established ways to search for obscure owners, and they
should be allowed to continue establishing standards
and methods. When there is a dispute, the courts are best
equipped to determine whether a search was adequately
diligent based on evidence of industry standards and
the totality of circumstances. Therefore, we agree with
the AAP Comments that Congress should not prescribe
minimum or “safe harbor” standards for what constitutes
a diligent search.®

Some commenters propose that copyright owners be
required to take affirmative steps to register their owner-
ship in works after a period of time—from 5 to 28 years
from copyright appears to be the range of proposals—or
else lose their rights to control or get fair compensation
for their works.” One group even argues for mandatory
renewal registration 50 years after copyright, a proposal
this group has already introduced in Congress.® These
commenters suggest that an “opt in” system would bring
every rightsholder who values their copyright to make
themselves known and available, thereby eliminating the
orphan works problem.

These proposals are unjustifiably overbroad, and they
would unfairly affect individual owners much more than
corporations and institutions. Moreover, they would not
help substantially more good faith users than if the statute
were amended to limit liability for diligent searchers, but
they would harm many more owners than the liability
limitation. By requiring affirmative action by copyright
owners, they would amount to a reinstatement of the
registration requirement abolished in the 1976 Act, likely
violating our international treaty obligations to eliminate
formalities that interfere with the enjoyment and exercise
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of copyright. We urge the Copyright Office to reject this
approach.

Affirmation of Diligent Search Database

We favor the establishment of a searchable database
of would-be users’ affirmations of diligent searches for
rightsholders prior to their use of the works. The affir-
mations could be simple to complete online and would
include, to the extent known, the title of the work, the
name of the author, rightsholder (if different), a descrip-
tion of the work, the proposed use and the steps the user
has taken to find the author. If these affirmations were
posted in a searchable database similar to the Copyright
Office’s post-1977 registration records, obscure owners
who value their copyrights could learn of a potential
licensee’s intent or use and contact that party to negoti-
ate. For potential users, the wealth of information about
search methods the database would provide would be
invaluable. In disputes over the adequacy of a search, the
parties would have ample access to industry standards.
The affirmations should remain searchable in the data-
base indefinitely, to help later users and orphan works
owners, as well as Congress and the Copyright Office.

To further protect owners’ interests, the statute or
regulations could require that the notice of intent be filed
within a reasonable period of time before the use is made.
In their initial comments, the Science Fiction and Fantasy
Writers Association recommends six months. That might
be reasonable in some cases, but in others would-be us-
ers such as magazine writers might need clearance more
quickly than that to meet their deadlines. We think this
matter requires further study.

The Law Should Not Impose Artificial Licensing
Schemes and Arbitrary Damages Limits

We believe the limited liability for diligent searchers
approach makes better sense than the “ad hoc” system of
regulatory licensing used in Canada. First, a liability limit
would not require the establishment of any new bureau-

cracies. Second, the Canadian model imposes a license fee
on users whether or not an owner comes forward. This
fee amounts to an unnecessary tax on users if no owner
comes forward, and it could especially hinder libraries
wishing to digitize orphan works in their collections.
Third, by encouraging the parties to negotiate a license
fee, the proposal would let relevant industry standards
instead of an unrelated third party determine the fairest
outcome. An arbitrary statutory limit, such as the $100 to
$500 suggested by some commenters, would effectively
penalize owners who could not be found, necessar-

ily leading to unfair results, and ignores the reality that
Congress or the Copyright Office cannot determine what
any given market will bear. We strongly oppose any such
limits.

Endnotes

1. We confine these remarks to the issue of orphan works as defined
in the Notice of Inquiry. We strongly oppose any attempt to amend
the law to diminish protection for works that are not orphan
works, which would threaten the basic tenets of copyright and
clearly breach our international treaty obligations.

2. The use we describe here naturally does not include fair use, which
is a complete defense to infringement.

3. These figures roughly correspond to those submitted by Brigham
Young University in its initial comments (owner not identified in
6% of cases).

4. Of those authors who have sought permission, 90% have “never”
or “rarely” been refused permission.

5. The Authors Guild strongly agrees with the AAP Comments that
states and municipalities, which under current law are subject only
to injunctive relief if they infringe copyright, should not be allowed
to avail themselves of the “diligent search defense” unless they
waive their sovereign immunity from damages for infringement.

6.  If the Copyright Office should help coordinate industry discussions
among interested parties to establish “best practices” for
conducting diligent searches, the Authors Guild is quite willing to
participate.

7. Avariation proposed by some libraries, Google, and digital
archivists such as JSTOR suggests owners of orphan works should
permanently lose some or all of their exclusive rights if they cannot
initially be identified or located.

H.R. 2601, the Public Domain Enhancement Act.
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Directors Guild of America

On behalf of the Directors Guild of America (“DGA”)
I am pleased to submit these comments in response to the
Notice of Inquiry on Orphan Works.!

Founded in 1936 by the most prominent directors of
the period, the DGA today represents over 13,000 direc-
tors and members of the directorial team who work in
feature motion pictures, television, commercials, docu-
mentaries and news. The DGA’s mission is to protect the
creative and economic rights of directors and members
of the directorial team—working to advance their artistic
freedom and ensure fair compensation for their work.

We welcome this inquiry into the issue of orphan
works.? A variety of sources have cited anecdotal
evidence to suggest that the inability to license orphan
works may constitute a significant problem.? However,
there has not yet been a comprehensive, objective inquiry
into the extent of the problem. The Copyright Office is
to be commended for seeking to develop such a factual
record.

Since we do not have knowledge of the extent of the
orphan works problem, we do not address that issue in
our comments. Rather, we limit these comments to the
issue of what legislative, regulatory or other recommen-
dations the Copyright Office should make if it finds the
existence of a problem that merits a solution. Further,
since our members’ expertise and interests relate primar-
ily to motion pictures, we limit these comments to the
legislative, regulatory or other recommendations the
Copyright Office should adopt with regard to orphan
motion pictures.*

If the Copyright Office Endorses a Proposal
to Increase the Public’s Access to Orphan
Motion Pictures, the Rights of Directors and
Screenwriters Must Be Protected

Directors and screenwriters have contractual interests
in motion pictures, as well as creative and moral rights,
which should be protected if a motion picture is deter-
mined to be an orphan work for whatever reason. The
names of the director and screenwriter are credited in
each motion picture, and a simple administrative process
can be established that would enable the public to seek an
appropriate license to use the motion picture where the
copyright holder no longer exists or cannot be found.

Making Orphan Motion Pictures Available to the
Public Could Impinge the Contractual Rights of
Creators

Under typical industry practice in the United States,
directors and screenwriters are employed by movie stu-
dios on a “work for hire” basis; accordingly, they do not
hold the copyright to the movie. They do, however, have
various economic and creative rights established both in
the collective bargaining agreement negotiated by their re-
spective guilds, and in specific contractual arrangements
they enter into with the copyright holder.? For example,
the Directors Guild Basic Agreement with the film and
television industry establishes a number of creative rights
for directors as the one individual who is in charge of all
creative decisions in a film project. Those creative rights
extend beyond the theatrical release of the film to in-
clude creative participation in subsequent edits of video,
television, airline, and foreign market versions of motion
pictures. Under the Basic Agreement, the director’s cre-
ative rights over a motion picture extend to all licensees,
assignees and purchasers of a motion picture. In addition,
individual directors often negotiate their own contracts
with copyright owners that specify still more expansive
creative rights in a motion picture.

Similarly, the DGA collective bargaining agreement
establishes certain minimum economic benefits that apply
to all guild directors working on motion pictures. Direc-
tors often negotiate further financial terms specific to each
motion picture. As part of the collective bargaining agree-
ment, the Directors Guild and its member directors have
a right to the payment of residuals, which are payments
to the Guild and to the director from all non-theatrical
revenue from the picture in perpetuity. Residual payments
from copyright can extend for many years after a motion
picture is released as long as the motion picture generates
revenues.

In addition, individual directors negotiate their own
economic packages called participations, which are also
based on a share of revenues earned from the motion
picture.

As provided for in DGA’s Basic Agreement with the
industry, the right of directors to receive residual pay-
ments is protected through copyright mortgages recorded
at the Copyright Office. These security interests serve
as financial assurances to directors that the obligation of
copyright holders to pay residuals will extend to whoever
earns revenue from the motion picture.
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The same type of continuing creative and economic
interests exists with respect to screenwriters who are
members of the Writers Guild of America (“WGA”).

Screenwriters, through their Guild, have a continuing
economic interest in residuals established in their collec-
tive bargaining agreement, and in participations estab-
lished through individual contract negotiations. Their
interests in residuals are also typically secured through
copyright mortgages recorded at the Copyright Office.

If as a result of legislation or regulation, the public is
given access to works that are determined to be orphaned
it is quite conceivable that such open access would under-
mine the creative rights and economic interests of the cre-
ators of the motion picture, the director and screenwriter.
While in some cases a motion picture may be orphaned
because the copyright holder determines it has no con-
tinuing economic value, or insufficient value to justify the
expense of protecting the copyright, the motion picture
could still have value to the creators.

Regardless of the interests of the copyright holder in
maintaining a copyright, the creators will have a continu-
ing interest in protecting the motion picture from distor-
tion and manipulation in such a way that undermines
the creative reputation of the director and screenwriter.
Furthermore, while a multinational corporation copyright
owner may lose interest in a motion picture producing
modest revenue streams, individual directors and screen-
writers invariably will attach greater value to maintaining
the protection of copyright for such revenues.

It is further worth noting that Congress recently
added new protections for the transfer of copyright own-
ership in a motion picture subjecting the transferees to
continuing obligations to make residual payments negoti-
ated under collective bargaining agreements, in section
406 (Assumption of Certain Contractual Obligations) of
the Digital Millennium Copyright Act of 1998.% The law
imposes such obligations if the transferee knows or has
reason to know at the time of the transfer that a collective
bargaining agreement was or will be applicable to the
motion picture. It would be inconsistent with the pur-
pose behind this recently enacted law for the Copyright
Office to propose changes to the copyright law that gives
the public access to an orphan work while removing the
continuing obligations to make residual payments to the
creators.

Making Orphan Motion Pictures Available to
the Public Could Impinge the Moral Rights of
Creators

Although not firmly established in U.S. law, the Berne
Convention’s provision on moral rights’ provides certain

protections to creators, including the right of attribution—
to receive or decline credit for the work—and the right of
integrity—to prohibit distortion or mutilation of the work
that would undermine the creators’ reputation. Where

the United States has enacted specific moral rights protec-
tions, in the Visual Artists Rights Act of 1990 (“VARA”),
it has limited the protection to authors of “works of visual
art” and specifically excluded works made for hire. The
United States is a signatory to the Berne Convention, and
the implications of the limited statutory reach of VARA
are not clear, as stated by the Copyright Office in its 1996
study assessing the impact of the waiver provisions con-
tained in the legislation.

Nations that are members of the Berne Convention for
the Protection of Literary and Artistic Works are required
to meet a minimum level of protection, as set forth in the
Berne Convention’s Article 6bis. The multilateral treaty
does not address waiver of moral rights; waiver is neither
sanctioned nor prohibited, and individual member na-
tions may implement the Berne Convention in their own
ways.’

The study goes on to point out other places where
moral rights receive protection in the United States:

Although moral rights were not recog-
nized in U.S. copyright law prior to the
enactment of VARA, some state legisla-
tures had enacted moral rights laws, and
a number of judicial decisions accorded
some moral rights protection under theo-
ries of copyright, unfair competition, def-
amation, invasion of privacy, and breach
of contract. Such cases have continued
relevance, not only for historical interest,
but also for precedential value because
state and common moral rights protection
was not entirely preempted by VARA.1

More recently, in her 2004 testimony before the House
Judiciary Committee on the Family Movie Act,!! the
Register of Copyrights alluded to “fundamental principles
of copyright, which recognize that authors have moral
rights.”12

The Register also commented that:

But beyond our treaty obligations, the
principles underlying moral rights are
important. The right of integrity—the
author’s right to prevent, in the words of
Article 6bis of the Berne Convention—the
“distortion, mutilation, or any other
modification of, or other derogatory ac-
tion in relation to [his or her] work, which
would be prejudicial to his honor or
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reputation” is a reflection of an important
principle. . . . I can well understand how
motion picture directors may be offended
when a product with which they have no
connection and over which they have no
control creates an altered presentation of
their artistic creations by removing some
of the directors’ creative expression. This
is more than a matter of personal prefer-
ence or offense; it finds its roots in the
principle underlying moral rights; that

a creative work is the offspring of its
author, who has every right to object to
what he or she perceives as a mutilation
of his or her work.!?

While those views were stated with regard to the
ability of companies to market software that edits movies
under the Family Movie Act, they are also applicable in
the case of orphan works. If the Copyright Office propos-
es to make orphan works available to the public a user
should not have the right to make changes to a motion
picture without the ability of the creators to prevent such
action.

This discussion is not presented to advance the case
for federal legislation firmly establishing that direc-
tors and screenwriters have moral rights in the motion
pictures they create. The point is that new legislation
or regulatory authority that gives the public full, unim-
peded access to orphan motion pictures, including the
ability to modify the orphan motion picture, implicates
important copyright principles that require the interests
of directors and screenwriters to be taken into account.
The Copyright Office should not pursue a legislative or
regulatory solution that gives the public rights in orphan
works at the expense of directors and screenwriters.

If Limitations on the Rights of Copyright
Holders in Orphan Motion Pictures Are Deemed
Necessary, DGA Proposes that Directors and
Screenwriters Be Given the Right to Grant
Licenses for Use of Orphan Motion Pictures

The Directors Guild proposes that locatable, credited
directors and screenwriters of orphan motion pictures be
given the right to grant non-exclusive licenses in those
works to subsequent users. The creation of such a limited
right for directors and screenwriters is easily implement-
ed and well justified in the case of orphan motion pic-
tures. It will facilitate licensing of orphan motion pictures,
while preserving and protecting the interests of directors
and screenwriters.

DGA Proposal Is Limited to the Licensing of
Orphan Motion Pictures

The distinct means of creating and owning motion
pictures make them particularly appropriate for the DGA
proposal.

Motion pictures are typically created as works made
for hire!* in which the employer rather than the creator
takes ownership of the copyright.!® Thus, the fact that the
copyright owner of a motion picture cannot be located has
no bearing on whether the creators can be found.

In short, the DGA proposal for allowing the director
and screenwriter to license subsequent uses of an orphan
motion picture operates uniquely well in the context of
motion pictures because they are works made for hire,
where copyright ownership is typically separated from
creatorship.

Only Directors and Screenwriters Should Be Given
the Right to Grant Licenses to Use Orphan Motion
Pictures

By giving only the credited director and screenwriter
the right to grant licenses in orphan motion pictures, we
believe that this solution minimizes any potential harm to
the interests of both copyright holders in motion pictures
and creators, while it also facilitates the licensing and law-
ful use of orphan motion pictures.

A rule that provides the director and screenwriter
with the right to grant licenses for uses of an orphan mo-
tion picture solves the primary problem identified with
orphan works. It provides those who wish to license use
of an orphan work with a mechanism to obtain such a li-
cense even though the copyright holder cannot be located.
Further, while our proposal contemplates that the director
and screenwriter will have the same ability as the copy-
right holder to grant or deny such licenses, we believe that
creation of this mechanism will enhance the availability of
orphan motion pictures to the public.

A motion picture that has been orphaned because it
has no value to a corporate copyright owner will still have
value to the director and screenwriter. As the creators,
they have continuing substantial economic and creative
interests in the work.

As noted above, modest licensing royalties are likely
to be more significant to the individual director and
screenwriter than to the corporate motion picture owner.
Thus, the creators may have significant pecuniary incen-
tives to grant licenses in orphan works while the corpo-
rate copyright holder might find the costs of granting such
licenses to outweigh the benefits.
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As creators, the director and screenwriter are unique-
ly capable of understanding the needs, financial situa-
tion, and creative vision of another creator who wishes to
license the use of an orphan motion picture.

Directors and screenwriters are often, if not always,
more easily identifiable and locatable than the copyright
owner of a motion picture. The directors and screenwrit-
ers of a motion picture are prominently listed in the cred-
its of every motion picture giving the public sufficient
knowledge from whom to seek the license. Even in the
unusual case where the potential user has no access to the
motion picture, but somehow knows he or she wants to
make use of it anyway, information is available from the
DGA and WGA to identify the director and screenwriter.
Furthermore, Internet search engines provide volumi-
nous information that identifies the creators of motion
pictures.!®

By contrast, the identity of the copyright holder in a
motion picture is not always readily apparent from the
motion picture credits. Copyright ownership changes
frequently, as could the name of the production company.
A common practice in the motion picture industry is to
establish a production company for each production of a
motion picture.

Once the motion picture has been completed, the
production company typically transfers ownership of
copyrights in a motion picture to one or more other enti-
ties, and each entity may receive a different set of rights.!”
Thereafter, due to corporate mergers or asset sales, own-
ership of the copyrights in a motion picture may change
hands several times. Since there is no legal requirement
that these transfers of ownership be registered, there may
be no public record of the current ownership of a motion
picture.

In sum, the creators of a motion picture are eminently
more identifiable and locatable than the copyright holder.
Therefore, the existence of a problem with locating the
copyright owner of a motion picture does not indicate
that a similar difficulty will exist with identifying and
locating the director and screenwriter.

For all the above reasons, vesting the licensing right
with the director and screenwriter of a motion picture
will make orphan works more available to the public.

Other Aspects of the DGA Proposal that Facilitate
Public Access to Orphan Motion Pictures

To facilitate public access to orphan motion pictures
we propose that any single credited director or screen-
writer be given the right to grant a non-exclusive license
for use of the motion picture. Since motion pictures typi-
cally credit separate directors and screenwriters, this ap-

proach gives a potential licensee a choice of parties from
which to obtain a license, and thus increases the likelihood
of locating at least one creator who will grant a license.

Providing any director or screenwriter with the right
to grant a non-exclusive license mirrors the rights of joint
authors under current law. Though the Copyright Act is
silent on the issue, several courts have found that joint
authors have the right to individually grant non-exclu-
sive licenses as long as they share any royalties generated
with, and account to, their co-authors.!8

We recommend that, once located and contacted, the
director and screenwriter should have the same ability
as a copyright holder to grant or deny a license. In other
words, we do not intend our proposal to operate as a
compulsory obligation to license. Even though constituted
as a discretionary right, the DGA proposal will greatly
facilitate the licensing of orphan motion pictures.

The DGA proposal contemplates that the director and
screenwriter be given only a right to grant licenses. We do
not propose that the creators become the copyright holder
in an orphan motion picture, but they should be able to
seek remedies in court to protect against unauthorized use
of the orphan work. We also propose that a license from
the creators insulate the licensee from potential copyright
infringement liability for licensed uses.

The DGA proposes that the right of the director and
screenwriter to grant licenses for use of orphan motion
pictures be considered a right that is personal to the cre-
ators. Thus, the proposal contemplates that the licensing
right is non-transferable and non-descendable.

While the director or screenwriter may appoint an
agent to grant licenses on their behalf, the creators should
not be able to sell or otherwise transfer that right to an-
other person.

Any Copyright Office Proposal to Make Orphan
Works Available to the Public, Including the DGA
Proposal, Should Protect the Continuing Interests
of the Copyright Holder

In the event that a copyright holder comes forward
to claim ownership of a work that has been identified as
an orphan work, procedures should be established for
restoring the rights of the copyright holder. In that event,
all rights that the creators have in the orphaned motion
picture established pursuant to this proposal would be ex-
tinguished. However, any license that the creators grant to
a licensee under the orphan works procedures would re-
main in effect, unless it was granted with knowledge that
the copyright holder was still in existence and intended to
protect its rights under the copyright.
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Conclusion 5.

If the Copyright Office decides to propose a legisla-
tive or regulatory initiative to deal with orphan works,
it should protect the creative and economic interests of
motion picture directors and screenwriters by permitting
them to grant non-exclusive licenses for the use of orphan
motion pictures. This protection of the rights of creators
can be established through a simple process that facili-

tates the availability of orphaned works to the public, 8.
while protecting the interests of copyright holders that 9.
may emerge later to claim ownership of the copyright.

While we believe this proposal is workable and well 10.
designed, we do not profess to have anticipated every 11.
possible nuance or concern. Thus, should the Copyright 1.

Office wish to do so, we welcome the opportunity to
further develop this proposal.

13.
Endnotes 14
1. Federal Register: January 26, 2005 (Volume 70, Number 16). 15.
2. For the purpose of these comments, we assume the term “orphan 1e.
work” means a copyrighted work whose owner cannot be located. 17.
We do not, however, express an opinion on what test must be
utilized to determine whether a copyright owner can be located.
3. http://www.centerforsocialmedia.org/rock/finalreport.htm; 18.

http:/ /www.law.duke.edu/cspd/contest/ Winners/index.html.

4. We refer to “motion pictures” as that term is defined in section
101 of the Copyright Act. Directors Guild of America and Writers
Guild of America members are involved with the creation of
motion pictures made both for theatrical release and as television
programming.

This proposal is limited to directors and screenwriters of motion
pictures. It does not include composers because we believe

that their ability to collect performance and other royalties for
subsequent uses of a musical composition contained in a motion
picture is adequately protected by ASCAP, BMI and other
organizations.

Public Law 105-304, title IV, § 406(a), October 28, 1998.

Berne Convention for the Protection of Literary and Artistic Works,
Art. 6bis.

Public Law 101-650.

Waiver of Moral Rights in Visual Artworks, U.S. Copyright Office,
1996, Executive Summary at page 2; http://www.copyright.gov/
reports/exsum.html.

Executive Summary at page 3.

H.R. 4586, 108th Congress.

Statement of Marybeth Peters, Register of Copyrights, before the

Subcommittee on Courts, the Internet and Intellectual Property of
the House Judiciary Committee, June 17, 2004.

Id.

See 17 U.S.C. § 101.

See 17 U.S.C. §§ 201(a) and (b).

E.g., The Internet Movie Database at www.imdb.com.

For instance, financiers of a motion picture often agree in advance
to separately allocate the rights to North American and European
distribution of the motion picture.

Shapiro, Bernstein & Co. v. Jerry Vogel Music, 221 F.2d 569 (2d Cir.
1955), modified 223 F.2d 252 (2d Cir. 1955). Edward B. Marks Music
Corp. v. Wonnell, 61 F. Supp 722 (S.D.N.Y. 1945).
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American Society of Media Photographers

Introduction

The following comments are respectfully submitted
by the American Society of Media Photographers (ASMP)
in response to the U.S. Copyright Office’s Notice of
Inquiry (70 FR 3739) concerning “orphan works.” ASMP
was founded in 1944 to protect and promote the interests
of those professional photographers who earn their living
by making photographs intended for publication. It now
has more than 5,000 members in the United States and
around the globe and includes many of the world’s best
and best-known photographers in its ranks. ASMP plays
an active role in carrying out its mission in the legislative,
judicial, administrative and industrial arenas, and it is the
world’s largest organization of its kind.

It is ASMP’s position that the integrity of copyright
protection must be maintained for the common good.
The founding fathers of this country recognized that
fact when they wrote the Constitution, and the need
for strong copyright protection has been recognized by
every Congress since the first. It is ASMP’s belief that the
inability of a prospective user to identify and/or locate a
copyright owner, or in some cases to ascertain the copy-
right status of a given work, is a legitimate problem that
needs to be acknowledged and dealt with, for the com-
mon good. It has been ASMP’s experience that the costs,
both hard and soft, of copyright infringement litigation
are excessively burdensome to all involved, and ASMP
believes that litigation should be viewed as a viable
alternative only when all other reasonable methods of
resolving a problem have been exhausted. Later in these
comments we will put forth a proposal that we believe is
a fair and workable approach to the use of orphan works,
that will reduce the risk of litigation, and that will benefit
both users and owners of copyrighted works.

It is also ASMP’s belief that, unfortunately, those
forces that are fundamentally opposed to the concept
of copyright will use the legitimate problem of orphan
works as an illegitimate opportunity to try to undermine
the very foundations of the current copyright system.
They will try to use this occasion to reinsert a system
whereby copyrights must be registered at the peril of loss
of copyright protection, a system that was specifically
repudiated by Congress when it enacted the Copyright
Act of 1976 and that has been rejected by every Con-
gress since then. Turning back the clock to such a system
would create unworkable and unconscionable burdens
on individual creators, and even worse, it would almost
certainly violate multiple international treaties to which
the United States is a party and by which it is bound. It

is ASMP’s hope that the forces that oppose the existence
of copyright and that seek to erode it will be seen for
what they are and that their proposals will be treated
accordingly.

In evaluating the following comments and propos-
als, it must be kept in mind that ASMP has put them forth
within the context of its area of experience and expertise:
the creation and use of photographs that are made for
publication in the various media. We do not address is-
sues that may arise if and when these comments and pro-
posals are applied to other types of copyrighted works.

Preliminary Suggestions

Before addressing the issue of orphan works directly,
we wish to resurrect a suggestion that ASMP has made
previously to the Copyright Office and that might al-
leviate at least one aspect of the orphan work problem.
That suggestion is that the Copyright Office, or some
other governmental agency, should establish a registry of
copyright holders. It would be simply a central directory,
presumably online, of the names and contact informa-
tion for all copyright holders who wish to register volun-
tarily and to update their contact information from time
to time. There would be no requirement for registering,
and there would be no penalty for any failure to register
or to maintain current, accurate information. However,
the obvious advantages to copyright holders in making
themselves easy to locate would appear to be enough
incentive to convince large numbers of them to register
themselves and to keep their listings current. In that way,
where the names of authors or other copyright holders are
known, a quick search of an online directory might take
many works out of the orphan work category easily and
inexpensively.

A second change within the Copyright Office that
might be incorporated into the current re-engineering
project and that could help to take thousands of visual
works out of the orphan category would be to provide an
image recognition search tool. That, combined with the
anticipated system of on-line registration, and possibly
the digitization of existing deposit copies, would make
many copyright holders suddenly and instantly identifi-
able and locatable. Based on meetings that ASMP has had
with software and service vendors, it appears that viable
technology for usable image recognition programs is now
beginning to become available. Both of these suggestions
are freestanding and independent of each other and of the
proposal that follows.
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Orphan Works
General Description of Proposal

Turning to the substance of this inquiry, it should
first be noted that, unlike the two suggestions mentioned
above, any change along the following lines would
require federal legislation to amend the Copyright Act
and could not be implemented by the Copyright Office
without such legislation. It is ASMP’s position that any
determination of what qualifies as an orphan work must
be made on a case-by-case basis and that absolute rules
and formulas would constitute a procrustean and unac-
ceptable approach. It is also ASMP’s position that any
provision dealing with orphan works should apply only
to published images.

The following is a very general outline of an ap-
proach that ASMP considers fair and workable, one that
maintains the careful balance of interests that is the lynch-
pin of copyright protection in the United States:

1. A published work would be considered an orphan
work when,

A. It has not been registered at the Copyright Of-
fice, and

B. After conducting a duly diligent search, the
author or other copyright holder, or a duly
authorized agent, cannot be located.

2. When a published work is considered an orphan
work, any entity that desires to use the work
must pay a reasonable licensing fee and thereby
obtain an orphan work license for the proposed
uses before any use can be made. Obtaining such
a license and adhering to its terms will make the
licensee’s use of the work deemed to be made with
the copyright holder’s permission. The failure to
obtain an orphan work license in advance or to
adhere to the terms of the license will subject the
user to all of the remedies that are available under
the Copyright Act for violations of copyrights in
non-orphan works.

ASMP believes that such an approach protects the rights
of copyright holders while facilitating the public’s access
to works that might otherwise be unavailable.

As with all legislation, the devil is in the details. The
following are ASMP’s thoughts as to how an approach
like the one outlined above might be implemented.
However, there are many details that cannot be addressed
until there have been significant amounts of additional
investigation, consideration, research and consensus
building. Until it is clear that such an approach might
become a reality, that kind of research and development
would not be an appropriate use of resources.

Duly Diligent Search

One of the first elements in defining an orphan work
under ASMP’s proposal is the fact that its copyright status
and paternity cannot be established after a duly diligent
search. Here, “due” diligence is a high standard. The
level of diligence must be high because of the high value
of copyrighted works to their owners. To understand the
value of each copyrighted work to its creator, one must
first understand some basics of the context in which those
works are produced.

Individual creators like photographers are uniquely
pressured by economic forces on all sides. They are inde-
pendent contractors, primarily sole proprietors, who earn
their livings by licensing the use of their photographs. As
such, they are subject to all of the burdens of sole pro-
prietors running small businesses: no ability to organize
legally for collective bargaining or other pricing purposes,
no insurance or other employee benefits, no job security,
no paid vacations, etc. In addition, they have to incur high
educational and training costs, as well as a very large in-
vestment in equipment that remains a continuing expense
because of rapidly and continually changing technologies.

Conversely, the clients and others to whom they li-
cense their photographs are typically large, powerful busi-
ness entities. In recent years, the trend towards mergers,
acquisitions and other forms of consolidation on the client
side have served only to exacerbate the difference in bar-
gaining power between photographers and their clients.
This, along with other changes in business models affect-
ing professional photography, has resulted in substantial
price pressure on the fees that photographers can charge
for the use of their photographs. Compounding that situ-
ation is the loss of revenues caused by rapidly increasing
levels of infringements through digital means. Because of
the costs of litigation, most of those infringements consti-
tute simply a loss of revenue, with few tools available for
recoupment.

At the same time, the costs of doing business have
consistently been going up at an extraordinary rate. A
couple of decades ago, a rule of thumb for professional
photographers was that the fee typically earned by an
editorial photographer for a day’s work was approximate-
ly enough to buy one professional 35mm camera body,
in those days $500-$600. Today, the pay level for edito-
rial photographers has remained essentially unchanged,
meaning that the photographer is actually earning less for
a day’s work than he or she did 20 years ago. Meanwhile,
the cost of a current, professional-level digital camera
body is roughly $4,000-$5,000, up to as high as $8,000,
roughly 10 to 15 times the cost of what its equivalent was.
The costs of the digital hardware and software to support
that camera are at least equally astonishing.
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For those reasons, it has become more and more dif-
ficult for the professional photographer to earn a reason-
able living from his or her craft. Photographers need the
fees that they can get from licensing the residual rights
to every photograph that they possibly can. The loss of
revenue from just a few photographs can often have a no-
ticeable financial impact on a professional photographer.

Because of these factors, there must be a high stan-
dard of duty imposed on someone who wishes to use
a photograph before he or she can do so without nego-
tiating a license directly with the copyright owner and
without liability for infringement. The full details of what
would constitute a duly diligent search have not yet been
fully fleshed out. However, it would include, at a mini-
mum, a use of the tools normally available to most people
with access to computers and the Internet. It should go
without saying that such a search would include a search
of the records of the Copyright Office.

Where the name of the photographer or other copy-
right holder is known, a complete Internet search would
be required, including the use of search engines and
online telephone and address directories. It would also
include using print and other telephone directories when
there is any information available or discovered concern-
ing the photographer’s geographic locations. In addition,
the prospective user would be required to contact every
trade association or other professional group to which the
photographer or other copyright holder might reasonably
be expected to belong.

Where the name of the photographer or other copy-
right holder is not known, if the photograph came from
any kind of work bearing any identifying information,
that information must be pursued. For example, if the
photograph came from a book, magazine or other collec-
tive work, any named publishers and/or other contribu-
tors to that publication must be contacted. If there are no
such people or entities identified with the photograph,
or if those inquiries prove fruitless, a scan of the image
would be used in connection with an image recognition
program and web crawler. Such programs and services
are now available in the marketplace and appear to be
viable technologies. If such a search is unsuccessful, a
comprehensive Internet search using search engines that
look for photographs based on key words describing the
major elements and characteristics of the photograph
must be used.

These steps do not constitute an exhaustive list, they
are merely preliminary concepts that need to be ex-
panded and developed, if there is additional support for
this proposal. In any event, all steps in the search must
be documented, and the documentation must be submit-
ted in connection with the request for an orphan work

license discussed below. Needless to say, if any of these
steps produced the information necessary to try to obtain
a copyright license, the orphan work status would no
longer apply to the photograph.

It should also be noted that if an image has, in fact,
been registered at the Copyright Office, it cannot qualify
as an orphan work, irrespective of whether a duly dili-
gent search has disclosed the registration and irrespective
of the fact that an orphan work license may have been
erroneously issued. A photographer who has sought the
maximum protection available under the Copyright Act
and who has gone to the efforts required to obtain that
protection should never be placed in a position where that
protection is lessened for any reason.

Licensing

Once it has been demonstrated that all due diligence
has been used in an effort to identify and contact the copy-
right holder without success, a license must be negotiated,
paid for and issued. The first obvious question is who
should be charged with negotiating the terms, collecting
the fees, issuing the licenses, and eventually distributing
the funds? Once again, it should be kept in mind that this
proposal is a broad-brush description of a concept, and
there are many details and alternatives that cannot be ad-
dressed in a comment of this nature.

It is ASMP’s proposal that these tasks be handled by
the Copyright Office, either internally or through some
other entity established and/or supervised by it. This
single-source approach would centralize, and therefore
simplify, the process. Both copyright users and copyright
holders would know immediately where to go to seek li-
censes and to receive payments of fees, respectively. There
would be no need for users to identify and approach
multiple entities, based upon the characteristics of various
orphan works.

Obviously, the Copyright Office does not currently
have the information or resources necessary to negotiate
prices and licenses for photographs. Fortunately, however,
there are several software programs and services for pric-
ing the licensing of existing photographs that are readily
available and that are heavily relied upon in the industry.
These could be used as the basis for both pricing and es-
tablishing the terms and conditions of the licenses.

The next question is what happens to the fees that
are collected? Since the Copyright Office or its affiliate
would be functioning essentially as a licensing agent for
the copyright holders, it should be entitled to a reasonable
fee for its services. For example, 50% of each licensing fee
might be an appropriate level of compensation. In addi-
tion, the entity should be entitled to charge the users an
additional transaction fee per license.
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The photographers’ shares of the licensing fees
would be held in trust or escrow by the Copyright Office
or its licensing agency for the photographers. Collected
fees would be tracked by as much identifying informa-
tion as possible, including scans of the photographs.
Photographers and other rights holders would be able
to search those records in multiple ways to identify their
photographs that had been licensed. Upon identifying
such photographs, the photographers and other rights
holders would produce documentation supporting their
claims that they are entitled to the copyright holder’s
share of the licensing fees for those photographs. Such
documentation would have to be sufficient to estab-
lish that the persons requesting payment are, in fact,
the copyright holders to those particular photographs.
Exactly what documentation would be required is one of
those issues that is too complex to try to resolve at this
stage of the current proceedings. In any event, given the
numerous possible ways in which entitlement might be
documented, it appears likely that the determination will
have to be made on a case-by-case basis after examining
all of the relevant facts and circumstances. Presumably,
there would have to be provision for at least one level of
review of the determination.

During the time that the money is being held, it
should be invested, and the return on the investment
should be distributed along with the licensing fee. That
leads to the next question, which is what happens to the
photographers’ shares of the licensing fees that are not
claimed, i.e., how long does the Copyright Office or other
agency hold those funds in trust or escrow for photog-
raphers who do not come forward, and what does it do
with those funds at the end of that period? Given the long

duration of copyright protection, it would be inappropri-
ate for the funds to be removed from the trust or escrow
category after only a short period of time. Obviously, this
kind of specification needs to be examined and discussed.
However, at least as an initial proposal, a period of 20 or
21 years after the license fee is paid appears to be a rea-
sonable starting point.

The question of who is ultimately entitled to any
unclaimed photographer funds has a number of poten-
tial answers, many of which have plausible arguments in
their support. It is ASMP’s position that the unclaimed
licensing fees for photographs should be used in a manner
and for a purpose that will benefit the class of owners of
copyrights to photographs as a whole. One possible way
that could be accomplished would be by using the funds
to run an ongoing program of copyright education aimed
at the public to make them aware of the copyright laws
and the need to follow and uphold them. Such a program
would be run by, or under the auspices of, the Copyright
Office.

Summary

As stated at the outset, ASMP believes that our system
of copyright protection must be preserved and that the
problem of orphan works should be addressed fairly.
ASMP believes that the proposal outlined above would
achieve both of those goals, fairly and reasonably. We
thank the Register and her staff for this opportunity to
participate in these discussions, and we look forward to
engaging in an interesting, challenging, and beneficial
dialogue.
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Association of American Publishers, the Association of American
University Presses, and the Software & Information Industry

Association

Pursuant to the Notice of Inquiry published by the
Copyright Office in the Federal Register of January 26,
2005 (pp. 3739-3743), the Association of American Pub-
lishers, the Association of American University Presses,
and the Software & Information Industry Association
(hereinafter collectively referred to as “the Joint Reply
Commenters”) jointly submit these Reply Comments on
behalf of themselves and their members regarding the
Copyright Office’s examination of orphan works issues.

Introduction

Based on our review of the many Comments filed in
initial response to the Notice of Inquiry, it is clear that a
diverse group of stakeholders have an equally diverse
range of ideas regarding how the uncertain status of
orphan works may be addressed so that users of such
works will not be needlessly discouraged from incor-
porating them in new creative efforts or making them
available to the public. Although the Joint Reply Com-
menters have made an effort to assess the merits of each
submitted proposal concerning the designation and use
of orphan works, we believe it is neither necessary nor
appropriate for us to attempt to respond to all of them in
this submission.

In order to make our Joint Reply Comments as useful
as possible to the Copyright Office, we have tried to focus
them on issues that are relevant to refining and possibly
creating consensus around the basic elements and overall
approach of the proposal contained in our own jointly
submitted Comments (OW0605-AAP-AAUP-SIIA). Thus,
we have refrained from responding to submitted Com-
ments that propose to deal with orphan works in ways
that seem excessively complex, discriminatory, costly or
bureaucratic (e.g., OW0597-CPD2; OW0643-STM-
CreativeCommons) and thus appear to be wholly incon-
sistent with our goal of developing a relatively simple,
uniform, cost-effective and self-executing way to address
the problem.

The Copyright Clearance Initiative (“CCI”) proposed
by the Glushko-Samuelson Intellectual Property Clinic of
the Washington College of Law at American University
(OW0595-Glushko-Samuelson) warrants prominent dis-
cussion in our Joint Reply Comments insofar as it appears
to be (with a few key exceptions) generally in accord with

the overall approach to orphan works that was proposed
in our own Joint Comments, and appears at least ini-
tially to have garnered the broadest support among all
proposals submitted during the Comment stage of this
proceeding (i.e., OW0641-ACLS; OW0665-ARLIS-NA;
OWO0653-AAU; OW0647-CAA; OW0658-LCA; OW0634-
HRRC-CEA; OW0584-NHA; OW0655-NetCoalition;
OW0594-Albrecht; OW0676-AHA; OW0610-ArtMuseums
[in part]; OW0629-PublicKnowledge [in substantial part]).

Comparing the CCl and AAP-AAU-SIIA Proposals
to Address “Orphan Works"”

The core issue presented by the Copyright Office’s
Notice of Inquiry is how should U.S. law permit a user of
a work protected by copyright to engage in a proposed
use of the work that implicates the exclusive rights of the
copyright owner when such use would not be authorized
by any of the statutory limitations or exceptions applica-
ble to such rights, and the user cannot identify and locate
the copyright owner for purposes of obtaining permission
for such use.

In their respective approaches to this problem, the
CClI proposal and the proposal submitted in our Joint
Comments seem to be nearly congruent in sharing the fol-
lowing key premises:

 Both take a “minimalist” approach that is intended
to require the fewest possible changes to current
U.S. copyright law, no impact on U.S. obligations
under international copyright agreements, and the
least possible bureaucratic impact on governmental
entities and on owners and users of copyrighted
works.

* Both would permit all kinds of copyrighted works,
including unpublished as well as published works,
regardless of their age or national origin, to be con-
sidered for treatment as an orphan work under the
same standard.

¢ Both would permit use of an orphan work with-
out discrimination regarding the type of use or the
status of the user (e.g., for-profit or not-for-profit)
after the would-be user has made a reasonable but
unsuccessful search to identify and locate the copy-
right owner for permission.
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® Both would urge that the standard for what consti-
tutes a “reasonable search” should be flexible, and
statutorily-defined only in general terms that make
the determination of reasonableness depend on the
facts and circumstances surrounding the efforts in
each instance.

¢ Neither would require the user of an orphan work
to file a search report or a notice of intent-to-use the
orphan work.

* Both would provide that, if the copyright owner
of the orphan work should come forward after the
post-search use of the work has been commenced
by the now-“qualified” user, the emergent copy-
right owner should be able to claim payment for
the use but should be entitled only to a limited
remedy that does not include the statutory dam-
ages or injunctive relief ordinarily available for
copyright infringement.

* Both would provide that, once the copyright
owner of the orphan work has come forward and
challenged the post-search use of the work by the
“qualified” user, new uses of the work by that user
would require affirmative authorization but ongo-
ing uses previously commenced could continue
without such authorization.

¢ Both would provide that there should be an inde-
pendent advance duty to conduct a “reasonable
search” in connection with each distinct use of an
orphan work that implicates the rights of the copy-
right owner.

® Both would reject the Canadian approach to
orphan works—with its governmental administra-
tive requirements, up-front license and payment
requirements, and inapplicability to unpublished
works—as inadequate to serve as a model for U.S.
law.

The differences between the two proposals do not ap-
pear to reflect major differences of perspective in terms of
the competing interests of owners and users of copyright-
ed works. With the possible exception of their respective
approaches to what kind of payment an emergent copy-
right owner may collect from a “qualified” user, none of
the differences appears to be irreconcilable.

The Joint Reply Commenters offer the following
observations regarding the differences we see between
the approach set forth in our Joint Comments and the ap-
proach in the CCI proposal, as we understand it.

Reasonable Search Issues—The Joint Reply Com-
menters agree with the proponents of the CCI approach

that a legislative solution to encourage the use of orphan
works should place the affirmative responsibility for due
diligence “squarely on the user” by requiring the user

to conduct a reasonable efforts search to obtain permis-
sion from the copyright owner before using the “orphan
work.” However, the CCI proposal may go too far in this
respect in requiring the would-be user to “retain detailed
documentation of his or her search” in order to have his
or her use qualify for orphan work treatment; conversely,
it does not go far enough in its allocation of the burden
of proof regarding satisfaction of the “reasonable search”
standard.

While it is certainly appropriate to require that a
would-be orphan work user should be able to document
the steps that were taken in a reasonable search to obtain
permission from the copyright owner prior to use of the
work, it would be unwise and unfair to impose specific
requirements for “retention” of “detailed documentation”
of the efforts undertaken in that search if this would mean
that the failure to satisfy such requirements in any respect,
even years after the use of the work, could potentially
subject the user of an orphan work to full infringement
liability for that use. Would-be orphan work users should
certainly be advised that they may have to provide docu-
mentation of their reasonable search efforts if the copy-
right owner should emerge after use of the orphan work
has commenced subsequent to such a search. However,
recognizing that under both proposals a court would have
to determine whether the search efforts in a given instance
had met the statutory “reasonableness” standard, it seems
unnecessary to specifically require retention. In any case,
any statutory requirements regarding retention of search
documentation should be flexible and generally stated; if
any specific requirements for documentation or retention
are imposed, perhaps there should be a reasonable limita-
tion on the time period for required retention.

Regarding the burden of proof in litigation, the CCI
proposal would give the user the “initial burden of prov-
ing the efforts that he or she made to locate the owner
prior to commencing use,” but then would shift the bur-
den to the copyright owner “to prove that, under all the
facts and circumstances, those efforts were not ‘reason-
able.”” This formulation would split the burden of proof
into its factual and legal components and, by imposing the
latter duty on the copyright owner, would be tantamount
to creating a rebuttable legal presumption that the statu-
tory standard has been satisfied once the user has shown
that certain search efforts actually had been made. This
is inconsistent with the notion of placing the affirmative
responsibility for due diligence “squarely on the user.”
The user should not only have the burden of proving the
efforts made to locate the owner prior to commencing use,
but should also have the burden of proving that, under
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all the facts and circumstances, those efforts satisfied the
statutory “reasonable search” requirement.

The CCI proposal and the approach put forth in our
Joint Comments also differ somewhat on a third issue
concerning “reasonable search” requirements. The CCI
approach posits that every potential user of an orphan
work would have “an independent duty” to satisfy him-
self or herself that reasonable efforts to locate the owner
of the work have been made, but that a subsequent user
who “was aware of a previous use” of the same orphan
work could determine whether any further search effort
would be necessary to satisfy the “reasonableness” stan-
dard based upon what he or she was able to learn about
the efforts in the failed search conducted by the prior
user.

In discussing the subsequent user’s awareness of a
previous use of an “orphan work,” the CCI proposal does
not appear to suggest that a potential user has an affirma-
tive duty to determine whether there have been any prior
users. Such an affirmative duty, in any event, would be
difficult, if not impossible, to fulfill in the absence of a
requirement for a would-be user to file a report on his or
her search efforts—a requirement that is rejected by both
the CCI proposal and the approach urged by the Joint
Reply Commenters.

However, the CCI proposal could risk allowing
(and even encouraging) a subsequent user to rely on the
unverified and unadjudicated claimed search efforts of
a prior user; or, in order to avoid that problem, it could
create pressure to establish formal documentation and
retention requirements. Notwithstanding its apparent
intent, this formulation of an “independent duty” with
respect to conducting a reasonable search could actually
lead to an opposite result in which subsequent users, as a
matter of practice, do not make any independent effort to
find the copyright owner other than to determine whether
previous search efforts were made by a prior user. In
turn, this situation could have the unfortunate effect of
perpetuating the mistaken notion that orphan work is a
designation which, once applied, adheres to the work in
question and creates a status for that work that governs
all of its future uses by all users, instead of reflecting the
more accurate and appropriate notion that the designa-
tion applies to the work only in connection with a par-
ticular use by a particular user or users.

The Joint Reply Commenters do not suggest that a
subsequent would-be user could never reasonably rely on
the search efforts of a prior “qualified” user that were rea-
sonably proximate in time to his or her own preparations
to undertake a search for the copyright owner. We are
only urging that any discussion of this issue should avoid
conveying the idea that a subsequent would-be user can

satisfy his or her own reasonable search obligation simply
by reference to the previous search efforts of a prior user.

Rather than risk undesirable results, the law should
make clear that the “independent duty” regarding a rea-
sonable search for the copyright owner prior to using an
orphan work attaches to each use of the work, rather than
to each user. The “ongoing use” and “successor-in-inter-
est” concepts put forth, respectively, in the CCI proposal
and in the approach urged in our Joint Comments should
ensure that each user who qualifies to use an “orphan
work,” based on conducting a reasonable but failed search
for the copyright owner, as well as that user’s licensees,
will not be unfairly burdened by excessive search require-
ments. The same is true for the general notion that a single
use of an orphan work can involve multiple users.

This formulation of the “independent duty” to con-
duct such a search would ensure that a reasonable legal
process established to provide for the use of orphan works
without undue risks of infringement liability will not de-
generate into a means by which such works are treated, in
common practice, as though they were no longer subject
to copyright protection.

Two other issues regarding “reasonable search”
requirements warrant brief discussion. The CCI proposal
regarding general statutory language relating to the “rea-
sonable efforts search” urges that what constitutes a rea-
sonable effort should be addressed “only in general terms,
since specific instances will depend on the type of work
involved, the nature and resources of the user, and other
surrounding circumstances.” (emphasis added) The Joint
Reply Commenters agree with this reasoning, provided
that the highlighted language is not intended to mean that
the statutory provisions should employ any categorical
distinctions in applicable “reasonable search” require-
ments for different types of users or uses (based, e.g., on
whether they are for-profit or not-for-profit). A standard
of “reasonableness, in the totality of the circumstances”
should mean just that.

The CCI proposal also suggests that the determina-
tion and conduct of a “reasonable efforts search” could
be advanced by “statements of ‘best practices” developed
by professional organizations in various relevant disci-
plines,” as well as by “associations representing creators”
devising and making available “Internet-based tools by
which their members could publicize their identities, their
current contact information, and the bodies of work over
which they claim copyright.” While these suggestions
do not appear to be inconsistent with the approach put
forth in our Joint Comments, we take no position on their
merits pending further consideration of what such efforts
would entail and how workable the results might be in
practice. In the meantime, we agree with the more pre-
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liminary suggestion in some Comments (e.g., OW0646-
MPAA; OW0687-RIAA) that roundtables of interested
parties might be convened, perhaps on a sector-by-sector
basis, to survey the available resources for such searches
and to consider the possibility of working toward com-
monly accepted “due diligence” standards.

Designation and Attribution—The CCI proposal
would require that, in order to maintain the status of a
“qualified” user, a person who uses an orphan work after
conducting a reasonable efforts search must “indicate”
their status in such use and provide “summary attribu-
tion information, to the extent known, consistent with
applicable professional standards for crediting sources.”
In addition, if the copyright owner comes forward, the
“qualified” user would be required to “take reasonable
steps to update” the attribution information associated
with its use of the work.

Insofar as there is no general requirement in U.S.
copyright law for the user of a copyrighted work to have
to publicly indicate its basis for using the work (i.e.,
whether the use is based on an exclusive or non-exclusive
license, or an exemption or other statutory limitation on
the rights of the copyright owner), it is unclear why the
“qualified” user of an orphan work should be required to
do so in that instance. Without the promulgation of a spe-
cific form for indicating orphan work usage, it is possible
that such a designation requirement could be mislead-
ing, rather than informative. However, the imposition of
such specific requirements, as previously noted, would
be inconsistent with the minimalist approach and desire
for flexibility urged by the CCI proponents and the Joint
Reply Commenters.

Similarly, while it may be appropriate to require attri-
bution information where the copyright owner is known,
it is unclear whether a “to the extent known” standard
that is not tied to a reasonable degree of certainty will
prove to be more misleading than helpful in practical use.
Moreover, the notion of requiring attribution to be made
“consistent with applicable professional standards for
crediting sources,” particularly when coupled with the
requirement that the “qualified” user “would always be
responsible for providing as complete an attribution of
the work as was practically possible at the time,” would
appear to add a matter of formality that could prove
daunting and ultimately discouraging to many would-
be users. If any attribution requirement is to be included
in an orphan works statutory scheme, the Joint Reply
Commenters would urge that it should be limited to a
good-faith effort to include such information about own-
ership as is known by the user with reasonable certainty
and appropriate to the type of work in which the orphan
work was used.

Limitations on Remedies—Undoubtedly, the single
issue on which the approaches put forth by the Joint
Reply Commenters and in the CCI proposal most signifi-
cantly differ is the basis on which an emergent copyright
owner can claim payment for use of an orphan work by
a “qualified” user. While our Joint Comments urged that
the copyright owner should be entitled to a “reasonable
licensing fee or royalty (as determined by reference to
market practices),” this approach was explicitly rejected
by the CCI proponents in favor of limiting the copyright
owner’s payment to the lesser of actual damages or an
award of $100 per work used, up to a maximum of $500
for any group of works claimed by a single owner and
subject to a single use.

As we understand the reasoning of the CCI propo-
nents, their opposition to the approach urged by the Joint
Reply Commenters is based on the claims that there is “no
reliable standard by which one can predict” what a court
might think is a reasonable license fee for the unauthor-
ized use of an “orphan work,” and that this alleged vacu-
um will discourage use of such works by introducing “an
unpredictable element into the mix, subjecting even the
most conscientious qualified users . . . to uncertain future
liability.” We respectfully disagree with these claims, and
the proponents’ conclusion that “this outcome is clearly
unacceptable” given the objective of encouraging the use
of “orphan works.”

As even the CCI proponents will likely agree, it can
reasonably be expected that the issue of copyright in-
fringement remedies will not arise in the vast majority
of uses of an orphan work by a “qualified” user under
a properly crafted statutory scheme. This expectation is
inherent in the very concept of an orphan work and can
be confidently predicted if the “reasonable efforts search”
requirements advocated by both CCI proponents and the
Joint Reply Commenters are implemented in good faith
by would-be users of such works.

In the relatively few cases where the matter is likely
to arise, the claim that there is “no reliable standard” by
which one can predict a court’s calculations, as well as
the fear that such calculations would be “fraught with
difficulties” based on the variety and nature of the factors
to be considered, are overblown. The issue of compensa-
tion, in the first instance, would be between the copyright
owner and the “qualified” user; a court asked to resolve
the dispute where those parties could not reach agreement
would look to evidence of industry and market practices
in seeking to determine the amount that a willing cus-
tomer would agree to pay a willing vendor at that time in
the relevant market for the rights at issue. While there are,
concededly, numerous factors to be considered in mak-
ing such a determination, the courts are not strangers to
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the task of considering them, and there are ample extant
judicial precedents that explain exactly how the courts
undertake the relevant analyses. Such fees certainly can
be predictable within a reasonable range set by actual
market practices.

We agree that a statutory scheme to promote use
of orphan works should encourage use by minimizing
uncertainty concerning the potential liability that users of
such works may risk in the event that the copyright own-
er should come forward after the use has commenced.
However, the goal of minimizing such uncertainty for
the user should not be achieved in a manner that risks
manifest unfairness to the copyright owner, especially
when the risk to the user posed by the copyright owner
coming forward to establish infringement liability under
such a scheme is properly discounted by its likelihood of
occurrence.

The $100/$500 caps on damages that the CCI propos-
al would establish are wholly arbitrary, and would be in-
adequate to the task of equitably addressing the kinds of
situations that can be expected to arise in today’s market.
Indeed, the unfairness of such limitations to the copyright
owner can be readily understood if one considers how
little incentive they would give a copyright owner to pur-
sue judicial redress in the case of a “qualified” user who
has simply refused to pay even these trivial amounts.

By setting the caps so low, this approach would encour-
age a user to refuse to make any payment to the copy-
right owner because the user and the copyright owner
would both know that the costs of pursuing an award

of damages in court would greatly exceed the amount

of the damages that could be awarded by the court. This
problem is exacerbated by the CCI proposal’s categorical
exclusion of the availability of an award of attorney’s fees
against a “qualified” user, and explains why our Joint
Comments expressly urged that there should be an excep-
tion to the general unavailability of attorney’s fees and
court costs “if and to the extent that the court finds such
fees and costs are incurred as a result of bad faith or other
unreasonable behavior on the part of the user” after the
copyright owner has come forward and made a claim for
payment.

The capped damages approach urged in the CCI
proposal would fail to equitably address the fact that
certain uses of certain types of works have a much greater
market value than other uses of other types of works. It
would, for example, require the same payment for use
of a single photograph in a newly published book as for
redistributing an entire “orphan” motion picture for the-
atrical release. The proposal would also fail to equitably
address situations where the use of the orphan work by

the “qualified” user has effectively precluded the copy-
right owner from making the most profitable use of the
work in today’s market.

While the “reasonable licensing fee or royalty” ap-
proach is clearly not as certain as the capped damages
approach, it is clearly more fair because it is more flexible.
In addressing the issue of what compensation may be
claimed by the copyright owner who comes forward after
a “qualified” user has commenced use of the copyrighted
work, a statutory scheme to promote the use of orphan
works should utilize a damages standard that is fair, even
if not precisely determinable in advance, rather than one
that is certain but unfair.

As consideration of an appropriate statutory scheme
for orphan works continues, it could be the case that this
issue cannot be fully and fairly addressed by choosing
to adopt one of these approaches to the exclusion of the
other. It could, for example, prove beneficial to consider
the possibility that a general standard which makes a
“reasonable licensing fee or royalty” available to the emer-
gent copyright owner might, in some cases, be subject to
a “capped damages” limitation in connection with certain
uses and types of “orphan works.” The Joint Reply Com-
menters would certainly be willing to explore that pos-
sibility so that both fairness and certainty can be built into
the statutory model.

Issues Raised by Other Submitted Comments

Definition of Orphan Work—Many of the Comments
submitted in response to the Notice of Inquiry contained
different views regarding the nature of orphan works and
how this should be reflected in a statutory definition of
the term.

The Joint Reply Commenters did not find persuasive
the reasoning of those Comments that urged exclusion of
“unpublished works” (e.g., OW0519-Goldstein-Ginsburg)
and “foreign works” (e.g., OW0646-MPAA; OW0687-
RIAA) from eligibility for orphan works treatment. To the
extent that their arguments are based on considerations
of personal privacy or some other public policy based
outside copyright law, we are unconvinced that the public
interest in promoting the use of orphan works should
be restricted by such policies in ways that do not gener-
ally apply to restrict the use of copyrighted works. To the
extent that their arguments are based on the difficulties of
determining the publication or copyright status of a work,
it seems clear that attempting to exclude such works from
treatment as orphan works on that basis will not solve the
problem, but simply create different levels of uncertainty
regarding their treatment.
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It should be recognized that the vast majority of
works entitled to copyright protection are likely to be
“unpublished works” whose authors did not introduce
them into the market simply because they were created
for private uses that involved little or no thought to their
status as copyrighted works. But, given the important
public interest in some of this material as the fodder for
histories, biographies, textbooks, anthologies, and virtual-
ly all other genres of literary works, we see no persuasive
reason for categorically excluding them from eligibility
for orphan works treatment.

Similarly, we are not convinced by arguments to
exclude “foreign works” based on difficulties in tracing
their provenance or in determining their copyright status
with certainty. Difficulties in tracing provenance are, after
all, at the heart of the orphan works issue; the difficul-
ties in connection with foreign works are likely to be
those of degree more than kind, and do not warrant their
categorical exclusion from eligibility for orphan works
treatment. As for the copyright status of foreign works,
we have seen no explanation for why this problem would
be substantially different in the context of orphan works
treatment than it would be for any other use of such
works that would have legal implications for the owner
and user.

Some Comments urged that copyright law should
similarly provide special treatment for use of works that
are “out-of-print” (e.g., OW0457-Stanford University;
OW0643-STM-CreativeCommons; OW0669-FMC-AF-
TRA-AFM) and “works made for hire” (e.g., OW0547-
GAG; OW0621-DGA). The Joint Reply Commenters reject
these arguments. The “out-of-print” status of a work does
not make it any less subject to copyright protection, and
in the new era of print-on-demand digital technologies,
the declaration that a work is “out-of-print” may be rap-
idly losing any practical meaning. As for “works made
for hire,” we see no justification for such works to be
treated differently from other copyrighted works insofar
as a copyright owner either can or cannot be located for
purposes of obtaining permission to use the work.

Still other Comments proposed to shape eligibility for
orphan works treatment based on considerations such as
where the copyright owner “is unlikely to have a continu-
ing commercial interest in the work” (e.g., OW0639-
Verba) or “does not provide reasonable means of obtain-
ing permission and has not taken steps to exploit the

commercial value of the work” (e.g., OW0625-JHU), or
where a work has “indeterminate copyright status” due
to a lack of clarity in applicable law (e.g., OW0630-LOC).
The Joint Reply Commenters do not consider any of these
asserted reasons to be a justifiable basis for subjecting a
work to orphan works treatment or similar special treat-
ment under copyright law.

Reasonable Search Requirements—Other Comments
suggested that certain entities should be permitted to en-
gage in “bulk or mass clearance” of works under orphan
works treatment (e.g., OW0610-ArtMuseums; OW0657-
InternetArchive), or that only limited “due diligence”
should be required in searches conducted by libraries and
other special users (e.g.,, OW0457-StanfordUniversity;
OWO0625-JHU; OW0680-JSTOR). These proposals call for
unjustified discriminatory treatment, and are inconsistent
with the Joint Reply Commenters’ support for making the
treatment of orphan works as uniform and equitable as
possible, regardless of the nature of the work, the status
or identity of the user, or the particular use to which the
work will be put.

Use of an Orphan Work—Similarly, other Comments
(e.g., OW0610-ArtMuseums) urged limitations on the
kinds of uses that might be made of an orphan work (e.g.,
only by not-for-profit entities; only for non-commercial,
non-infringing purposes). These proposals also call for
unjustified discriminatory treatment among users or uses
that are inconsistent with the Joint Reply Commenters’
support for making the treatment of orphan works as uni-
form and equitable as possible, regardless of the nature of
the work, the status or identity of the user, or the particu-
lar use to which the work will be put.

Conclusion

Both as copyright owners and users of the copy-
righted works of others, the Joint Reply Commenters look
forward to our continued participation in the Copyright
Office’s efforts to develop a fair and workable approach
to the orphan works problem. We are, of course, willing
and available to answer any questions that the Copyright
Office may have concerning the Joint Comments and Joint
Reply Comments that we have submitted, and would
appreciatively request the opportunity to participate in
any hearings, roundtable discussions, or other further pro-
cesses that the Copyright Office may deem warranted in
pursuit of its objective.
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Electronic Frontier Foundation

The Electronic Frontier Foundation (“EFF”) respect-
fully submits these reply comments in response to the
Copyright Office’s Notice of Inquiry (“NOI”) regarding
orphan works (“OWs”) dated January 21, 2005, and the
Initial Comments submitted pursuant to that Notice on
March 25, 2005.

Electronic Frontier Foundation (EFF) is a nonprofit
public interest organization dedicated to protecting civil
liberties and free expression in the digital world. With
over 10,000 members, EFF represents the interests of tech-
nology users in both court cases and the broader policy
debates surrounding the application of law in the digital
age. EFF opposes misguided legislation, initiates and de-
fends court cases preserving individuals’ rights; launches
global public campaigns; introduces leading edge propos-
als and papers; hosts frequent educational events; en-
gages the press regularly; and publishes a comprehensive
archive of digital civil liberties information at one of the
most linked-to websites in the world, www.eff.org.

I. Nature of the Problem and Solutions
Proposed

As noted in the NQOI, the issue of OWs has increas-
ingly come to the attention of artists, writers, producers,
distributors, librarians, archivists, and a whole host of
content creators and users. From the initial comments
submitted, there is no doubt that the inability to license
OWs is a substantial and tangible barrier to achieving
the full constitutional mandate of copyright to “promote
the Progress of Science.” Thus, the only serious questions
that remain from the NOI are how to address the scope
and character of the solution to this problem.

A number of different answers to these questions
were proposed in the Initial Comments. Many proposed
solutions have merit and EFF encourages the Copyright
Office and Congress to conduct a full exploration of them.
Several of these solutions, however, have components
that present serious and troubling consequences. Each is
noted below to help the Copyright Office recognize the
pitfalls that might await it and its users if they were to be
incorporated into the solution to the OW problem.

A. Escrow Accounts

A number of the proposals (e.g., Science Fiction and
Fantasy Writers of America and The Harry Fox Agency
(“HFA”)) suggest that a possible solution to the orphan
works problem would be the creation of an escrow ac-

count where OW users can deposit fees that will later be
paid to copyright owners who come forth. This solution is
both inefficient and ineffective. First, the primary purpose
of addressing the OW problem is to further copyright’s
constitutional purpose by removing barriers to dissemi-
nation and creative use of works, not by imposing new
barriers. Requiring that all users of any orphan work pay
a significant fee to a non-copyright owner third party
would impose such a burden and have a chilling effect on
exactly the kind of activity (creation and dissemination of
copyrighted works) that the copyright community is try-
ing to solve here.

This is especially true in situations where, if the
copyright owner had been available, little or no fee would
have been charged for permission to use the work. This
is a non-trivial possibility for many of the works at issue.
For example, many works under a Creative Commons
copyright license merely require attribution for commer-
cial exploitation by others, not compensation. Requiring
payment into an escrow account to use works where
the copyright owners are interested solely in attribution
would force an unnecessary and inefficient transfer of
funds to an entity that has no interest in the transaction to
begin with.

Second, there is no way to predict what the proper
escrow amount would be for each work. Millions of works
are potentially subject to orphan status, from software to
movies to musical compositions to web site postings. To
set a single escrow deposit amount for all of these diverse
works would fail to recognize the individual investment,
creativity, and circumstances involved in each. For ex-
ample, a single web log (“blog”) posting would rarely be
worth a $1,000 escrow deposit while a full-length motion
picture might be worth that, or more. Moreover, even if a
single escrow figure were agreed upon for orphan works,
this could come dangerously close to price fixing the value
of all copyrighted orphan works, an outcome antithetical
to the premise of a free market. It would be more efficient,
equitable, and respectful to allow each copyright owner
or her agent to individually address what compensation,
if any, best suits use of their work after it has become
orphaned.!

Third, escrow accounts will cause needless and bur-
densome litigation between the copyright owners and the
escrow administrators. As efforts like CARP and activities
like those of ASCAP, BMI, and SESAC have demonstrated,
collection, administration, and distribution of copyright
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payments can be highly contentious. EFF believes the
goal of a viable OW solution should be to minimize the
risk of litigation, not expand it. While some litigation
between OW owners and OW users will be inevitable,
introducing a third-party escrow system into the mix
would actively contribute to additional conflicts and
court actions.

Finally, as the Recording Industry Association of
America notes in its initial comment, none of the escrow
proposals address the issue of administrative costs. Who
pays for collection, accounting, and distribution fees?
Who pays for litigation over proper use of the fees? The
OW user? The OW copyright owner? EFF believes it
would be unfair to impose these costs on either party,
especially since (in contrast to current PRO structures)
neither has ever given permission for the third party to
undertake such a role.

B. Orphan Status Should Be Determined by the
Difficulty of Ownership Identification, Not Type
of Work at Issue

Numerous proposals attempt to draw distinctions
between those works that should be subject to any pro-
posed OW solution and those that should not. For exam-
ple, HFA argues that musical composition works should
categorically be exempt from any OW solution because
many of those works are housed within HFA’s online
database. This approach, however, misses the connec-
tion between the problem and the solution, as outlined
in the NOL If we adopt a proper definition of orphan
works, then no work will be improperly subject to an OW
solution that doesn’t suffer from the OW problem. For
example, any musical composition in the HFA database
would not be an orphan work per se because one can
find the rightsholder in the database.? Therefore, none
of the OW solutions would apply to it and HFA and its
clients would have nothing to fear.> However, for musical
compositions that do not appear in the HFA database and
do qualify as orphans, an OW solution is appropriate.
Categorical exemptions run the risk of being either over
inclusive or under inclusive by their very approach.

C. There Should Be No Restrictions on Use of
Orphan Works

The pursuit of creativity is at the heart of the Copy-
right Act. Thus, any orphan works solution should
maximize the creative potential of those who legitimately
qualify for OW use. If one imagines that, had the user

been able to find the copyright owner, she would have
been able to acquire (at some price) all of the various per-
missions she sought, then there is no reason to restrict the
uses she can enjoy because the work has been orphaned.

This includes any of the exclusive rights set out in sec-
tion 106 of the Copyright Act, as those are the rights that
would have been subject to the hypothetical permission
discussion with the missing copyright owner.

D. Contractual Obligations of a Copyright Owner
Are Not Relevant to the Issue of Orphan Works

Two commentators, the Directors Guild of America
(“DGA”) and the Writers Guild of America (“WGA”),
discuss the importance of respecting certain “creative
rights” with regard to motion picture orphan works such
as residual payments from the copyright holder of the
motion picture to the writer or director. However, this
discussion has nothing to do with orphan works. Rather,
this is simply an issue of how the copyright holder chose
to contractually compensate its employees or independent
contractors. Use of a copyrighted work by a third party,
whether with permission or without, does not violate any
of these so-called “rights” as they are not infringements of
any copyright owned by the writer or director. Even mass
infringement of a motion picture by commercial bootleg-
gers would not give rise to any cause of action that the
DGA or WGA members could pursue; therefore, use of an
orphan work cannot implicate their rights either. If any-
thing, the creation of an OW solution would give directors
and writers additional incentive to help OW users find the
copyright owner of the work in question to ensure pay-
ment on their contractual obligations.

Endnotes

1. This is not to say that the same problem would arise in the context
of a cap on potential damages in an infringement action by the
copyright owner against the OW user. There, there would still be a
range of possible payments, from nothing up to the cap. Thus, any
compensation arrived at by the parties or the courts would still be
subject to individualized factors and market forces.

2. This would also apply to any work registered with accurate contact
information in the Copyright Office database. Any copyright
owner who wishes to guarantee that her work is not orphaned can
simply verify that the Office has her correct contact information.

3. Infact, if anything, this would promote the business of
organizations like HFA, ASCAP, BMI, and SESAC, as they could
market themselves as capable of preventing any work they
administer from becoming an orphan.
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National Music Publishers’ Association, Inc. and

The Harry Fox Agency, Inc.

The National Music Publishers” Association, Inc.
("NMPA”) and The Harry Fox Agency, Inc. (“HFA”) sub-
mit these reply comments to supplement our initial com-
ments, which we submitted on March 25, 2005 (“Initial
Comments”), in response to the Copyright Office’s Notice
of Inquiry examining issues raised by orphan works
dated January 26, 2005 (the “Notice”!). NMPA and HFA
greatly appreciate the opportunity to make recommen-
dations to the Copyright Office concerning the orphan
works issue and, specifically, to assist in formulating a
pragmatic and workable resolution to the limited prob-
lems posed by orphan works with respect to the musical
work copyright.

The comments submitted in response to the Notice,
while raising several legitimate issues, confirm that the
problem of orphan works with respect to the musical
work copyright is minimal and does not justify any limi-
tations—whether the loss of copyright or limitation of a
copyright owner’s remedies—on the musical work copy-
right. As our Initial Comments demonstrated, Congress
has established a statutory framework to ensure that mu-
sical works are widely available to the public. Moreover,
any person who wishes to obtain a compulsory license
for a musical work for which the copyright owner cannot
be found can do so under the Copyright Act by submit-
ting a notice of intention to obtain a compulsory license
to the Copyright Office.? Thus, any orphan works issues
presented can be resolved through existing provisions of
the Copyright Act and, with respect to uses not already
covered by the compulsory license, through the pro-
posed limited licensing scheme discussed in our Initial
Comments.

.  NMPA’s and HFA’s Reply to Comments
Submitted to the Copyright Office

With respect to the comments submitted to the
Copyright Office, we note as an initial matter that many
of the expressed concerns may be addressed by provid-
ing better access to information about musical works
and where to locate owners of musical works. We thus
believe that initiatives by the Copyright Office to educate
potential users about copyright law and relevant rights
organizations would be useful in addressing the orphan
works issue. For example, would-be users should have
increased access to information concerning how to license
musical works, including through links to publicly avail-
able databases containing information about copyrighted
works and their owners.

With respect to orphan musical works, we support
a carefully tailored solution that does not erode existing
copyright protections. Save the Music/Creative Com-
mons’ proposal undermines copyright law and is an
attempt to circumvent the Supreme Court’s decision in
Eldred v. Ashcroft® upholding the Copyright Term Exten-
sion Act of 1998, as well as prior term extensions and
Congress’ abolition of the copyright renewal requirements
and other formalities. Save the Music’s proposal to amend
existing copyright law and require copyright owners
to register their works within a 25-year period follow-
ing publication is inconsistent with prior copyright term
extensions. The term extensions granted by Congress and
upheld by the Supreme Court are particularly important
with respect to the musical work copyright.

As we explained in our Initial Comments, songwrit-
ing has always been a profession characterized by a high
degree of failure, a low probability of success, constant
threats to rights, and, in most cases, little—and frequently
delayed—remuneration. A song may be created and exist
for some time before it is given life in a commercially suc-
cessful sound recording, and may be given renewed life in
subsequent recordings. Many musical works are exploited
late in their copyright term. For example, after being
featured in the 1987 film, Good Morning, Vietnam, Louis
Armstrong’s 1968 recording of the song, “What A Won-
derful World,” written by George David Weiss and Bob
Thiele, again became a popular hit and enjoyed renewed
commercial success.

Similarly, Herbie Hancock wrote and recorded
“Cantaloupe Island” in 1962. Thirty years later, in 1993,
Us3 released its first major hit, “Cantaloop,” featuring
a sample from Hancock’s “Cantaloupe Island.” Sheryl
Crow’s recent hit single is a cover of the Cat Stevens clas-
sic “The First Cut is the Deepest,” written originally in the
late 1960s. In fact, “The First Cut is the Deepest” has had
two commercial revivals: the first in a 1976 Rod Stewart
release and the second in Crow’s release. In some cases,

a song that never makes it onto a commercial release is
“discovered” and becomes a hit. Robert Hazard wrote

and recorded a demo of “Girls Just Want to Have Fun” in
1979. The song was never released, but in the 1980s, Cyndi
Lauper covered the song, which became an enormous hit
and pop perennial.

The songwriters and their music publishers would
be severely prejudiced under any scheme, like the one
proposed by Save the Music, that effectively requires that
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works be recognized and exploited early in their copy-
right term in order to be protected.

Experience shows that the copyright owners—typi-
cally the music publishers—have the greatest economic
incentive to invest in promoting and exploiting their ma-
ture musical repertory precisely because of their ability
to earn royalties by licensing such works. A scheme that
would impose registration obligations on copyright own-
ers would perversely encourage publishers to abandon
works rather than invest in their exploitation. This would
diminish rather than enhance the musical domain.

In addition, we believe that the reintroduction of
formalities (by imposing obligations on copyright own-
ers to register or renew their works, among other things)
would undermine the current copyright scheme. The
1976 Act specifically eliminated certain formalities in an
effort to broaden the scope of copyright protection. The
reintroduction of such formalities would unfairly deny
protection to creators of musical works, especially those
without resources to comply with formalities. Moreover,
the reintroduction of formalities would violate the United
States’ international copyright obligations under the
Berne Convention and TRIPs Accord, which prohibit the
imposition of formalities as a precondition to copyright
protection.

Furthermore, many proposals suggest making un-
published works available by expanding the definition of
orphan works to encompass unpublished works. But we
believe that to do so would be inconsistent with existing
compulsory license provisions and Supreme Court prec-
edent,* not to mention an invasion of copyright owners’
rights. Copyright owners have long held the exclusive
rights to determine whether, and how, to commercially
exploit their works or otherwise make them publicly
available. Maintaining the copyright owners’ control and
the right of first publication secures important economic
and privacy interests. Alternatively, making unpublished
works available as orphan works would deprive copy-
right owners of their right to withhold their expression
from commercial exploitation.

Finally, we note that archivists and librarians, among
others, have raised legitimate concerns about facilitating
academic pursuits and research by digitizing their col-
lections. While we agree that any solution to the orphan
works problem should accommodate the goal of mak-
ing rare works available over the Internet for academic
purposes, we believe that this issue might be addressed
through existing provisions of the Copyright Act. For
example, Section 108, which permits educational insti-
tutions, libraries and archives to reproduce, distribute,
display or perform copyrighted works, as well as other

provisions concerning the digitization of archival material
and the creation of backup copies, could be amended and
broadened to encompass musical works, provided that
such use of musical works could be appropriately limited
to educational and archival purposes.

Whatever solution is developed, the Copyright Office
should be mindful that access to these works currently is
controlled by location, requirements of secure physical
access, membership in the research community and/or
other formal and informal measures in order to best
protect the integrity of the copyright in the works. We
believe that the Copyright Office must carefully consider
the risks that digitizing and making copyrighted musical
works easily and electronically available, and potentially
accessible for unauthorized copying, pose to the integrity
of the copyrights at issue, and ensure that such actions are
not taken without safeguarding the works. The making
available of digitized, copyrighted musical works through
Internet-accessible libraries or archives must be for legiti-
mate research purposes only. Such uses cannot be allowed
to compete with, or substitute for, commercial uses such
as the nascent subscription music services now being of-
fered on some college campuses as an alternative to illegal
file-sharing.

Il. NMPA’s and HFA’s Proposed Solution

Many of the identified orphan works issues can be
resolved through NMPA’s and HFA’s proposed licensing
mechanism set forth in our Initial Comments. Our pro-
posal: (1) provides a licensing mechanism that does not
otherwise affect the duration of the musical work copy-
right or the subsistence of any exclusive rights granted
pursuant to the Copyright Act; (2) is consistent with the
current statutory scheme for licensing musical works; (3)
provides fair compensation for the uses sought in order
to both comply with treaty obligations and compensate
the owner if he or she becomes commercially active again;
and (4) importantly, maintains the rights of the copyright
owner to control first publication.

As set forth in our Initial Comments, creators and
would-be users should make efforts to identify and locate
the owners of copyrighted musical works by taking at
least the following steps: (1) a search of registrations in the
Copyright Office and the Copyright Office archives; (2) a
search of various publicly accessible databases maintained
by HFA, ASCAP and BMI (indeed, millions of musical
works are included in the extensive databases main-
tained by HFA, ASCAP, BMI and others as part of their
administration of their various licenses, which contain the
titles and licensing information for domestic and foreign
musical works in the organizations’ repertoires, and the
writers and music publishers behind them); (3) review of
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copyright notices on and label copy of sound recordings
of such musical works; and (4) making reasonable efforts
to contact any owners (and their successors-in-interest,
heirs or assigns, as the case may be) identified through
the searches listed in steps (1), (2) and (3) above, either
directly or through their authorized agents.

Moreover, musical works should not be available for
licensing unless they have been published and until a
certain period of time has passed. After that period, those
who wish to use previously published musical works for
which owners cannot be located without violating oth-
erwise valid copyrights would register the musical work
and their desired use, along with evidence of such work’s
orphan status, e.g., certification of the requisite searches,
and obtain a license from an agent designated for this
purpose. Potential users would also need to certify the
source of and published status of the musical work for
which a license is sought. Licensed uses would be posted
on a public database so owners would have an opportu-
nity to assert their ownership interest and reclaim licens-
ing of their works.

There remain, however, several issues that must be
considered before our proposal could be implemented.
So that the Copyright Office may properly consider our
proposal, we note a number of them here:

* Any solution must be administratively feasible.
NMPA’s and HFA’s proposal should be implement-
ed on an experimental basis at first to best evaluate
and gauge its feasibility.

¢ The licensing mechanism we outline must be
funded properly in light of the fact that many
of the uses sought may not generate significant
licensing income. Funding would be necessary for
both the initial development costs of the licensing
system and for ongoing maintenance. In addition
to royalties, transactional fees sufficient to fund
the licensing system once it was developed could
be charged to those who wished to use orphan
musical works. After three years (congruent with
the statute of limitations for copyright infringement
actions), the designated agent should be able to
transfer royalties back into the system to help sub-
sidize maintenance costs if no owner has claimed
the musical work. The designated agent must be
protected from any liability resulting from its role
as designated agent, including through certain
exemptions from liability under federal and state
laws, including any otherwise applicable antitrust
limitations. Users must satisfy the due diligence

requirements with respect to the age and published
status of the work and their attempts to identify
and locate copyright owners, as set forth above, and
certify their compliance with such requirements.
Orphaned works would be licensed only to the re-
questing user with no limitation on the copyright of
the work. Each subsequent potential licensee would
need to comply with all of the search and certifica-
tion requirements. Licenses would be for limited
terms and renewable so long as the work remained
unclaimed. For compulsory uses, the compulsory
rate should apply. For noncompulsory uses, the
designated agent should be empowered to set roy-
alty rates for licenses, consistent with the prevailing
market rates for such uses. The designated agent
should also set the term of the license and other
conditions appropriate for the intended use. In set-
ting rates, the designated agent should consider the
intended use and whether it is noncommercial, such
as for academic purposes.

e With respect to the claims process, there should
be a procedure to validate copyright owners and
to redress false claims of ownership. A confirmed
copyright owner should be able to reclaim the abil-
ity to license the musical work from the designated
agent on a going-forward basis.

e Congress or the Copyright Office should consider
whether users should be subject to penalties for
false certifications and whether licenses granted
should be invalidated or revoked.

As demonstrated both above and in our Initial Com-
ments, allowing a designated agent to issue licenses
for orphan works would maintain the integrity of the
copyright laws by keeping orphan musical works under
copyright protection for their full terms while also provid-
ing for their exploitation and use. In addition, allowing
a designated agent to issue licenses for orphan works
would eliminate potential users” exposure to liability for
copyright infringement. For these reasons, we believe that
our above proposal would address any limited orphan
works issues that may exist with respect to the musical
work copyright.

Endnotes

1. 70 Fed. Reg. 3,739.

2. 17 US.C.§115(b)(1); 37 C.ER. § 201.18.
3. 537U.S. 186 (2003).
4

See Harper & Row, Publishers, Inc. v. Nation Enters., 471 U.S. 539
(1985).
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The Recording Industry Association of America (RIAA)

The Recording Industry Association of America
(RIAA) welcomes this opportunity to respond to the
Copyright Office’s Notice of Inquiry (NOI) on Orphan
Works, 70 Fed. Reg. 3739 (January 26, 2005).! We com-
mend the Office for undertaking an inquiry into this
area, and look forward to working with the Office as this
inquiry continues. In this inquiry, the goal should be to
develop a system that will facilitate the use and public
dissemination of copyrighted materials whose own-
ers cannot be located (or in many cases even identified)
despite a reasonable level of due diligence. At the same
time, any new system should not serve as a substitute for
diligent clearance efforts, and so must contain safeguards
for the legitimate interests of copyright owners. RIAA
believes that, with careful design and the input of repre-
sentatives of both users and copyright owners, it should
be possible to develop and implement such a system.

1. Nature of the Problems Faced

Whenever the connection between copyright owner
and copyrighted work cannot be made, users are de-
prived of the opportunity to license the work and creators
are deprived of the opportunity to reap the benefits of
such licensing. Accordingly, the music industry gener-
ally works hard to avoid orphaning its works. Federal
copyright subsists in sound recordings only if they were
first recorded on or after February 15, 1972.2 The labels
and packaging materials for recordings issued since 1972
almost invariably identify the owner of copyright in the
phonorecord, and the same information is contained in
readily accessible metadata that accompany legitimate
downloads of sound recordings made available online.
As will be discussed in more detail below, databases con-
cerning copyright in post-1972 sound recordings are rela-
tively comprehensive and accessible, and there are other
reference sources that are helpful in identifying copyright
owners of sound recordings. Moreover, while we have
not collected empirical data concerning this question,
we perceive that, relative to other types of works, the
copyrights in a high proportion of sound recordings are
registered.

As a result, it is rare to encounter insurmountable dif-
ficulties in locating the owners of these copyrights to seek
clearance for use of these recordings. We are certainly not
aware that parties who wish to reproduce or distribute
recordings often encounter undue difficulties in identify-
ing, locating or communicating with parties who are in a
position to grant permission to do so. Of course, permis-
sion is not always granted, but we emphasize that the fact

that permission to use a work cannot be obtained does not
make a work an “orphan.” That term should be applied
only when, after due diligence, the copyright owner can-
not be located or even identified. By this definition, RIAA
does not believe that post-1972 sound recordings released
by its member companies should qualify as “orphan
works” except in unusual and isolated circumstances.

Of course, record companies are both owners of
copyrighted works and users of copyrighted works.
Record companies respect the copyrights of others, and
work diligently to identify, locate and obtain necessary
licenses from copyright owners for the products they
release. The copyrights record companies most often need
to license are copyrights in musical works. As in the case
of sound recordings, it is usually possible for a user of a
musical work, with due diligence, to identify and locate
the copyright owner, although it can be more challenging
to identify and locate copyright owners of musical works
who are not actively engaged in music publishing than it
is to identify and locate active music publishers. The bot-
tom line is that, so far as music is concerned, it is not clear
to us that there is a significant orphan works problem.?

However, RIAA members do sometimes encounter
orphan works problems. A typical situation involves ar-
chival material that we wish to use, usually in conjunction
with a re-issue of older recordings, but also sometimes in
the issuance of new material. For instance, in preparing a
re-issue of recordings from as early as the 1920s or 1930s,
a label may wish to include in the packaging or accom-
panying booklet excerpts from contemporary newspaper
or magazine articles, old photographs, images of posters
for long ago live performances by the featured artists, or
other artwork from the era and region to which the music
pertains. Much of the pictorial or graphic material is
unsigned, and bylines for the text, if they exist at all, can
be unreliable. Even if authors or artists can be identified
with a reasonable degree of certainty, they or their heirs
frequently cannot be located decades after the fact. Com-
parably effective substitutes that can be cleared are often
not available.

This can create a significant roadblock to such a re-
lease. While there are exceptions, as a rule the market for
re-issuance of older recordings is a relatively small one.
Compilations or selections of these older recordings can
never enjoy commercial success unless they are presented
in a way that attractively situates the material in context
for today’s audiences. At the same time, limited consumer
demand for older recordings requires that costs must be
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held down as much as possible. When copyright owners
cannot be identified and located with a reasonable level
of diligence, a producer may be faced with the choice
between the risk of liability for proceeding without hav-
ing obtained clearances from all parties with a potential
copyright interest and not using the material at all. The
result is that producers must often release less appealing
products because a copyright owner who could grant a
license cannot be found.

A second and increasingly common category of
problems involves audiovisual material, which can often
be much more recent than the works discussed in the
preceding example. One of the fastest growing formats
for recording industry sales is DVD-Video, in which
sound recordings are enhanced with live concert footage,
artist interviews, and a wide range of other documentary
audiovisual material.* Because this material may not
originally have been targeted for commercial release, the
sources from which it is available often failed to obtain
all the needed clearances, and it may well be necessary to
track down the original videographers or other authors
of this material. This sometimes can be impossible, even
when the footage is only a few years old.

Finally, although the copyright owner of a musi-
cal work is usually identifiable and locatable with due
diligence, or the section 115 compulsory license can be
relied upon to re-issue a sound recording, this is not
always the case. It should also be noted that the section
115 compulsory license does not extend to all uses of
musical works—for example, use in audiovisual materi-
als or printing of lyrics in liner notes. Thus, RIAA mem-
bers sometimes encounter orphan works problems with
respect to musical works as well.

Given these experiences, we understand the frustra-
tions of trying to identify and locate copyright owners
of orphan works. Accordingly, we would be interested
in development of a broadly-applicable regime to ensure
that, in appropriate circumstances, the inability to iden-
tify or locate a copyright owner with due diligence need
not stand in the way of public access to creative works,
while at the same time safeguarding the legitimate inter-
ests of copyright owners.

2. Nature of “Orphan Works”—Identification
and Designation

The NOI seeks comment on the use of databases or
registers under which “copyright owners could indicate
continuing claims of ownership,” on one hand, and us-
ers could “file an intent to use an unlocatable work,” on
the other. RIAA believes that both categories of registers
could play important roles in a balanced, workable sys-
tem for addressing the orphan works problem.

Registers of Copyright Claims

On the copyright owner side, databases that have the
effect of expressing “continuing claims of ownership”
already exist, notably the registration and recordation
records maintained by the Copyright Office. Record labels
are heavy users of the registration and recordation sys-
tems, both as registrants and as searchers when we need
to identify the owners of copyrights in works we wish to
use. Unfortunately, registration and recordation records
prior to 1978 exist only in paper format and must be phys-
ically examined at the Copyright Office. If this proceeding
were to facilitate the digitization of earlier registration
and recordation records and their availability online, that
by itself would be a valuable outcome that would reduce,
though certainly not entirely eliminate, obstacles to identi-
fying and locating copyright owners.

Many other relevant databases exist in the private
sector, and increasingly these are becoming available to
the general public, including those interested in using
copyrighted works. For example, with respect to musical
compositions, publicly accessible databases are main-
tained by the Harry Fox Agency® and by performance
rights organizations® from which would-be users can
seek to identify composers or music publishers. However,
similar databases are less comprehensive, where they exist
at all, for much of the non-musical material (e.g., graphic
arts, audiovisual) which RIAA member companies are
now unable to clear for use because the copyright owner
cannot be identified or located.

The relevant issue for this proceeding is whether the
databases or registers publicly available for particular
types of works are sufficiently comprehensive to allow
diligent users to identify and locate, in the vast majority
of cases, the party from whom they can seek to obtain
permission or a license for the use they wish to make of a
work. The answer to this question will vary from one type
of work to another. If the answer for a particular sector is
“yes,” then consulting these databases may be considered
an important factor in determining whether the user has
exercised sufficient due diligence to warrant application
of special rules that this proceeding may develop with
regard to “orphan works.” For sectors where the answer
is “no,” consideration should be given to the possibility
of establishing a new register in which copyright owners
could make themselves known, and which would-be us-
ers could consult as part of their due diligence inquiry.

Establishing and maintaining a new register, even
in a single sector such as graphic works or audiovisual
material, would be an ambitious undertaking and would
raise many difficult questions about how to defray costs,
ensure the reliability of data, and the like. Accordingly,
RIAA suggests that the inquiry focus first on identifying
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and cataloging the relevant databases and other resources
that either are already available to most would-be users,
or that could be made available without creating any
new registers (e.g., putting pre-1978 Copyright Office
records online). Roundtables of interested parties could
be convened, on a sector-by-sector basis, to survey the
available resources and to work toward commonly ac-
cepted standards of what constitutes due diligence in

the clearance process. RIAA would be eager to partici-
pate in such a roundtable process with respect to types

of works for which our members encounter “orphan
works” problems, as well as in a roundtable on sound
recordings. While we believe that significant resources for
identifying and locating copyright owners for post-1972
sound recordings already are—or could be made—avail-
able, the creation of a new voluntary “continuing claim
of ownership” register may be appropriate if interested
parties conclude that such a new database is needed for

a comprehensive “due diligence” search by would-be
users. For example, it may be reasonable for an organiza-
tion such as SoundExchange—which already maintains

a database of sound recordings for digital performance
purposes—to serve as a “certified” voluntary database
through which users could check the copyright owner-
ship status of a sound recording. (The same organization
may also maintain a database for sound recording “intent
to use” purposes, described below.)

It bears emphasis, however, that checking a single
database should probably not be the only step that a
would-be user would be expected to take in order to con-
duct a reasonably diligent search for a copyright owner.
The roundtables should also be asked to examine other
appropriate techniques to advance this goal. A number of
such techniques are applicable to sound recordings, and
are regularly used by record companies in their clearance
efforts. For instance, where some identifying information
about a work or its copyright owner is available, but it
is out of date, reference sources can supply information
such as the disposition of the catalog of a label that is no
longer in business. When even the title of an instrumental
recording is unknown, services are available that seek
to match the aural or digital “fingerprint” of a particular
recording with those in a comprehensive database. Con-
sultation with an experienced musicologist may provide
critical information in other cases. In developing com-
mon standards for what constitutes “due diligence” for
any particular sector, the roundtables should look at the
full range of use cases and available tools in an effort to
determine which tools a would-be user should be ex-
pected to employ before concluding that a given work is
“orphaned.” The entire exercise will be successful to the
extent that it identifies the major tools for locating and
identifying copyright owners, and gives users incentives

to employ these tools, not excuses for failing to make a
thorough search.

“Notice of Intent to Use” List

On the other side of the “orphan works” equation,
RIAA strongly supports the concept of requiring a would-
be user to file, in a publicly accessible database, a “notice
of intent to use” a copyrighted work whose copyright
owner she has been unable, after a duly diligent search,
to identify or locate. Such a requirement would protect
the interests of copyright owners, who need only moni-
tor this database in order to determine whether a work
which they own is in jeopardy of receiving orphan work
treatment.

While a number of difficult questions would need to
be resolved before such an “intent to use” register could
become operative, RIAA believes that a model along the
following lines would be worth consideration. In order to
file in this new register, a would-be user would have to:

¢ identify the work in question as specifically as
possible (which may require posting of the work,
perhaps in the form of samples such as thumbnails,
very short excerpts, etc.);

e state the use that it has a bona fide intention of mak-
ing;

e certify that it has taken steps (meeting a standard of
due diligence previously determined to be appli-

cable to that type of work) to identify and locate the
copyright owner, but without success; and

e provide (and keep current) its contact information,
so that the undiscovered copyright owner could
interpose an objection before the use or seek com-
pensation later.

After the work has appeared in the register for a
pre-determined time period, if no copyright claimant has
stepped forward to contact the would-be user, the work
would be considered to have attained “orphan” status as
to the identified use and user. As discussed below, while
use of such a work without permission of the owner
would remain infringing, even after the waiting period,
remedies for infringement could be curtailed.

As copyright owners, RIAA members believe that it
would be essential to impose such prerequisites (includ-
ing a waiting period) before a work is classified as an “or-
phan” that can be used without permission, subject to the
possibility of limited liability to pay compensation to the
copyright owner later. As would-be users of such works,
we believe such prerequisites would be reasonable.
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The model must also incorporate safeguards to
prevent abuses or over extension of the orphan works
concept. For instance:

* A knowing material misrepresentation in a user’s
submission to the register, including a false certifi-
cation that the pre-established due diligence steps
have been taken, should be an independent viola-
tion of law, much like the prohibitions on knowing
material misrepresentations in the notice and take-
down process under section 512 of the Copyright
Act.

¢ There must be a simple mechanism for remov-
ing the work from the register as soon as a party
claiming to be the copyright owner steps forward,
whether during or after the waiting period. (Penal-
ties for knowing material misrepresentations in
such claims of ownership should also be consid-
ered.)

¢ The register should operate on a per-use and per-
user, not a per-work basis; if user A has placed
the work on the register for one use, user B would
not be excused from exercising due diligence in
searching for the copyright owner in order to make
a subsequent use. Among other reasons for this
rule, the goal of an orphan works policy should be
to encourage improvements in the tools available
to identify and locate copyright owners, so a later
user employing these improved techniques may
be able to negate the earlier conclusion of orphan
status.”

Finally, a number of other thorny issues about an
intent-to-use register would need to be resolved, among
them:

* What would the user be required to submit to iden-
tify the work in question, particularly when the
title of a work is unknown and the work may not
lend itself to straightforward textual description (as
in the case of an abstract artistic work or instru-
mental recording and its associated musical work)?

* Who would operate the register, how would it be
financed, and who would bear the risk of negli-
gence or error in its operation?

e Should there be more than one such register and,
if so, how would different registers be certified,
supervised, and linked? How would the boundar-
ies of their operation be set?

RIAA looks forward to participating in further
discussions about the pros and cons of this approach.

3. Nature of “Orphan Works": Age

Although works that could qualify as “orphaned”
under the procedure set out above (i.e., those whose copy-
right owners cannot be found through due diligence, and
which have been posted to an “intent to use” register for
a stated waiting period) would probably tend to be older
rather than more recent, this correlation would certainly
not be perfect. RIAA believes that it would not be wise to
define “orphan works” solely by their age, but rather in a
functional manner, as set out above.

4. Nature of “Orphan Works": Publication
Status

While it is true, as the NOI points out, that includ-
ing unpublished works in any orphan works system
risks eroding the author’s right of first publication, RIAA
believes that inclusion of at least some unpublished
works should be considered. Perhaps most important,
where little information is available about a work, it may
be unclear whether or not the work in question has been
published. In addition, where works were created in a
commercial context but simply not cleared for commercial
release at the time (as might, for example, be the case for
photographs of artists performing in a studio), the interest
of an unlocatable copyright owner of such a work in con-
trolling “first publication” is not really the same as that of
an author of a literary work that has never seen the light
of day or of a rehearsal “outtake” from a recording session
never intended for release.

A more technical issue is that musical works embod-
ied in sound recordings publicly distributed prior to 1978
may be deemed unpublished pursuant to 17 U.S.C. §
303(b), but a sound recording release would seem to blunt
any concerns about control over “first publication.” Ac-
cordingly, a blanket rule against treating any unpublished
works as “orphaned” may be inadvisable. Conversely,
where an unpublished work is slated for commercial
release, it would be inappropriate to allow unauthorized
release prematurely through an orphan works system. For
example, as a result of leaks at recording studios, sound
recordings are sometimes released without authorization
before an album is finished or before the official “street
date” for sale. It is essential that this kind of unpublished
material, whose release causes significant harm to the
music industry, be specifically excluded from any orphan
works regime.

5. Effect of a Work Being Designated
“Orphaned”

RIAA considers it important to maintain a clear
distinction between orphan work status and the pub-
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lic domain. A copyright owner should never forfeit its
copyright in a work simply because the owner cannot

be identified or located at a particular time. However, if
some form of the procedure outlined above were to be
instituted, then it would make sense that qualification

as an orphan work should confer a certain safe harbor
status upon the party that uses the work after exercising
due diligence in an unsuccessful search for the copyright
owner, files in the intent to use register, and waits the
prescribed time period. If, after this waiting period, the
copyright owner emerges, limiting her remedies against
the user for infringement should be considered. For
example, the investment that the user has made, and its
reliance upon the orphan status that the work has at-
tained, should be respected, perhaps by limitations on the
issuance or timing of injunctive relief. It may be appropri-
ate to limit monetary remedies to actual damages, or to a
sum intended to substitute for a reasonable license fee.

However, none of these limitations should be appli-
cable in cases in which the user has abused the orphan
works process (e.g., by falsely certifying due diligence).
Some presumption might be due the user’s certification
of due diligence before submitting the work to the “intent
to use” register, but if the copyright owner comes for-
ward with evidence showing that a duly diligent search
would have identified and located her, the user should be
exposed to the full range of infringement remedies.

Another mechanism to strike the proper balance that
should be considered is to require anyone filing an “in-
tent to use” notice to pay into escrow a sum intended to
compensate a copyright owner who asserts a successful
infringement claim against the user of the work that is the
subject of the notice. This would ensure that, at least to
the extent of the deposit, the copyright owner could col-
lect any damages judgment awarded. A variation on this
approach would allow the user to reclaim the deposit if
no infringement action has been initiated within a stated
time period; this would give copyright owners an incen-
tive to move as promptly as possible after discovering
that their property had been classified as “orphaned.”

Finally, a sunset provision should be adopted for any
solution to the orphan works issue. The Copyright Office
or some other entity should be directed to examine how
the new system has worked in practice, with respect to
different categories of works, and to report prior to the
sunset date on whether the system should be maintained,
extended, modified, or abandoned.

6. International Implications

Many of the issues discussed in this submission
become much more complex in an international envi-

ronment. For instance, a keystone of the orphan works
model described above is to reach general agreement that
sufficient information resources are adequately available
to would-be users to allow a consensus on what consti-
tutes “due diligence.” This may be harder to achieve with
respect to foreign works, since few countries besides the
U.S. have formal copyright registration systems, and none
of them has as robust and comprehensive a system as the
U.S. While many foreign authors do register their claims
of ownership with the Copyright Office, many do not, and
at least since 1988 one major incentive for doing so—the
ability to bring an infringement action—is inapplicable

to such authors. Furthermore, establishing a chain of title
for foreign works is often much more complicated, and
such works (unlike U.S. works) can even, under some
circumstances, be restored to protection after having fallen
into the public domain in the U.S.2 Accordingly, it would
be prudent to apply the orphan works model—at least at
first—only to works created in the U.S. or first published
only here. Since these facts are not always determinable

in the case of works whose authors are unidentified or
unlocatable, some reasonable rule will need to be devised
to handle these cases, including appropriate liability
limitations for users who reasonably and in good faith
(but mistakenly) believe that a particular orphan work has
these ties to the U.S.

* ¥

RIAA appreciates the opportunity to provide its per-
spectives and looks forward to participating further in this
important proceeding.

Endnotes

1. The Recording Industry Association of America is the trade group
that represents the U.S. recording industry. Its members create,
manufacture and/or distribute approximately 90% of all legitimate
sound recordings produced and sold in the United States.

2. Since pre-1972 U.S. sound recordings are protected only under state
law, we assume that questions concerning their “orphan works”
status are outside the scope of this proceeding.

3. We also note that the compulsory licenses provided by Sections
112, 114 and 115 of the Copyright Act have mechanisms for
addressing orphan works, so current law permits a user to use an
orphan work under those licenses.

4. The dollar value of shipments of such DVD products in 2004 was
over $560 million, an increase of nearly 52% from 2003, and more
than double the 2002 level. See http:/ /www.riaa.com/news/
newsletter /pdf/2004yearEndStats.pdf.

5. See http:/ /www.songfile.com/limited_license_search.html.
See, e.g., http:/ /repertoire.bmi.com/startpage.asp).

Or B may simply make a more competent search than A. This
outcome should be encouraged, not discouraged by allowing B to
piggy-back on A’s assertion of “orphan work” status.

8. See17 U.S.C. § 104A.
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Motion Picture Association of America

I am pleased to submit the following reply comment
on behalf of the Motion Picture Association of America
(MPAA), as part of the Notice of Inquiry (NOI). This com-
ment responds to a number of initial round comments, and
elaborates upon the initial comment MPAA filed. MPAA
again commends the Copyright Office for initiating this
inquiry on an important topic, and appreciates the oppor-
tunity to participate.

l. Introduction and Observations

As an initial matter, MPAA is struck by the remarkably
broad agreement reflected in nearly all the initial round
comments, recognizing that the orphan works issue is one
worthy of attention. Furthermore, there is surprisingly
widespread agreement on a general approach to address-
ing the problem. Most commenters agree that for at least
some works, when it’s established that their copyright
owners cannot be located through “due diligence” or “rea-
sonable efforts,” liability should be eliminated or reduced
for at least some otherwise infringing uses. However, a
later emerging copyright owner should be able to return
her work to the status quo, subject to some accommoda-
tions for a user’s actions taken in reasonable reliance on
the work’s then status as an orphan.!

As we noted in our initial comment, with few excep-
tions, motion pictures released by major U.S. studios are
not orphan works.? The initial round comments of other
parties bear this out, with very few claims that would-be
users have been unable to identify and locate the parties
empowered to grant permissions for uses of such works.
To further assist those who may wish to make uses of com-
mercially released motion pictures, we attach to this reply
submission a listing of the library and rights clearance
offices (or equivalent departments) and contact telephone
numbers for each of MPAA’s seven member companies.

Recognizing that there is broad support for the general
outline of the approach sketched out above, we urge the
Copyright Office to reject the view of a small number
of outliers among the initial submitters who argue that
orphan work status should apply, even to works whose
right holders could be identified and located through the
exercise of due diligence. These submitters would jettison
the due diligence approach in favor of a mandatory reg-
istration system. Even if the right holder could be found
and contacted by a reasonably diligent would-be user, they
argue, the work should be stripped of virtually all protec-
tion if the right holder had failed, for whatever reason, to
register the work at the right time, in the right way, in the
right publicly accessible registry.® In some cases, this open
season on the works in question would be unlimited in
duration; in other proposals, the right holder could rescue

the work from orphan status (at least prospectively) by
complying with certain formalities. Some proposals would
permit only specified non-commercial uses; others open the
works to unlimited uses. Some permit the right holder to
claim “nominal” compensation at some point in the future,
while others leave no recourse whatsoever. What all these
proposals have in common is that, to a greater or lesser de-
gree, they would condition “the enjoyment and exercise” of
copyright on compliance with a registration formality, and
thus run directly afoul of the United States’ treaty obliga-
tions.* Under the Creative Commons proposal, for exam-
ple, virtually nothing would be left for the copyright owner
to “enjoy and exercise,” especially if, as Creative Commons
proposes, orphan status for failure to meet formalities were
irrevocable.”

Some of these commenters clearly believe that the
United States was wrong to eliminate copyright formalities
from its law, make copyright renewal automatic, and ex-
tend the term of protection. Some of them have challenged
these Congressional decisions, taken over the past quarter
century or more, in litigation, in Congressional testimony,
and in the pages of law reviews (of course!). It is evident
(and some make no bones about it)® that they are simply
using this proceeding as another forum for their protests.
Apart from the merits of their views, their advocacy is
surely misplaced here. In fact, their proposals would not
solve, or even seriously grapple with, the problem this pro-
ceeding seeks to address: how to avoid—and, to the extent
unavoidable, how to accommodate—the market failure that
occurs when a would-be licensee is unable to identify or
locate the putative licensor of a work, with respect to a use
that requires licensing. The mandatory registration propos-
als simply define the market failure (and a large segment of
the market) out of existence by decreeing that henceforth,
no licensing is required for some or all uses of a set of
works defined by the fact that their right holders have not
complied with certain formalities. MPAA urges the Copy-
right Office to set the proposals of these outliers to one side
and to focus its attention on the difficult questions that
need to be resolved in order to improve the current prac-
tices and processes for clearing rights in works, and, to the
extent necessary, to flesh out a “due diligence” approach
that is workable, predictable, and fair to right holders and
users alike.

Il. What Constitutes “Due Diligence” or
“Reasonable Efforts?"’

Nearly all of the commenters agree that the specific
steps required to achieve due diligence will vary by the
type of work involved.® For this reason, we initially pro-
posed, and continue to believe, that convening sectoral
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roundtables to assess available resources and develop best
practices would be an advisable first step.” Besides im-
proving the current level of understanding of best practic-
es among right holders and users and allowing the groups
to learn from each other, such roundtables could identify
which aspects of the problem may require legislative or
regulatory change, and make such change better informed
by practical realities.

The record of initial round comments underscores the
breadth and variety of available resources to identify and
locate right holders, especially Internet-based resources.!
The initial focus of any further inquiry should be on
identifying and improving existing resources, starting
with making the full complement of pre-1978 Copyright
Office records available online.!! Searching for copyright
owners can sometimes be difficult and does require skill;
the initial round comments present a decidedly mixed
picture about the current skill levels of would-be users of
copyrighted works, and their familiarity with the available
tools. MPAA agrees with the Copyright Clearance Center
that right holders for most materials likeliest to be reused
are “findable with modest effort by skilled researchers.”!?
We should be working toward improving those skills
and those tools in order to reduce the population of the
orphanage, rather than throwing up our hands in defeat
and proceeding directly to changing the rules to expedite
processing of orphans.

It is worth emphasizing again that a copyright own-
er’s failure or refusal to license a work does not make
that work an orphan. As we noted in our initial comment,
“[s]ilence in response to a would-be user must not be
presumed to be consent.”!3 While many commenters agree
with this position,!* some do not. For example, Professors
Butler, Crews, et al., take the position that a work should
be considered an orphan if the copyright owner, though
identified and located, is “unresponsive” to requests for
permission to license the work.!> Some submitters believe
there should be (or perhaps that there already is) a blanket
rule excusing any infringement if the user asked twice or
three times and received no response.!® It must be clearly
spelled out that failure to obtain permission from a right
holder who has been identified and located does not
render the work an orphan. In this regard, MPAA com-
mends the Directors Guild of America for pointing out
that, wholly apart from copyright, there may be contrac-
tual rights in a work that must be taken into consideration
before permission can be granted.”

While clearly it would be impossible to specify, in
legislation or regulations, a menu of queries that would
achieve the necessary level of “due diligence” or “reason-
able efforts” in any case, MPAA would support efforts to
describe this level as specifically as feasible.!® We disagree
with the Internet Archive that the “due diligence” stan-

dard must be capable of being satisfied wholly through
automated searching systems.!” Determinations that a work
is an orphan must be made on a case-by-case basis for each
particular work in the context of the type of use sought. To
assert, as Internet Archive seems to, that users are exces-
sively burdened if any human intervention is required in
the process of identifying and locating a right holder is, we
believe, to fundamentally misunderstand the purpose of
that process, which is to find the right holder.

Similarly, “reasonable efforts” should not be defined,
for practical purposes, as “piggybacking” on the asserted
efforts of others.?’ Instead, we agree with the Glushko-Sam-
uelson comment that “every potential user of an ‘orphan
work” would have an independent duty to satisfy himself
or herself that ‘reasonable efforts” to locate its owner have
been made.”?! In our view, this will almost invariably mean
a new search. Prof. Perkins’s experience is instructive;
where two respected institutions had come up dry, he was
able to identify and locate the right holder quickly using
Internet resources of which the previous searchers had per-
haps been unaware.?? A liberal “piggybacking” rule would
have led to an unfair result in this case. Similarly, the Col-
lege Art Association notes that the second user’s “access to
different and improved search technologies or . . . new or
other leads” would be factors lessening the reasonableness
of reliance upon the first user’s efforts.?> The possibili-
ties for abuse of any “piggybacking” rule are self-evident,
and the requirement of imposing an independent duty to
undertake “reasonable efforts” is in no sense onerous for a
user who simply happens not to be the first one to need to
seek out the right holder of a particular work.

lll. All Users Should Be Eligible to Invoke Orphan
Works Accommodations

The benefit of an orphan works regime should not,
in general, be limited to particular users. Rather, any user
who, after a duly diligent search, fails to identify or locate
a copyright owner should be allowed to claim orphaned
status of that work. Review of the initial comments leads us
to support two important qualifications to this “all users”
rule. First, the user must have legitimate access to a non-
infringing copy of the work in order to claim orphan work
status.?! Additionally, because state agencies are not liable
for monetary damages in copyright infringement cases,
and monetary relief may be the only appropriate remedy
in orphan works cases, we agree with the recommendation
that state agencies must first waive their Eleventh Amend-
ment immunity before claiming orphaned status in a work
they are seeking to use.?

IV. User Registration of Proposed Uses

Many commenters call for a system which would
require users to register their proposed uses of orphan
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works?® or would at least provide strong incentives to do
0.2 MPAA supports encouraging the voluntary registra-
tion of uses of orphan works, and other steps best calcu-
lated to bring uses to the attention of right holders (e.g.,
encouraging marking of orphan works that are repub-
lished).?® We understand the skepticism of some submit-
ters about the usefulness of such a registry,? but think it
would have some potential for bringing together right
holders and users and thus prevent works from being
declared orphans.

V. Voluntary Registry of Right Holders

MPAA finds it heartening that almost no commenter
who put forward a due diligence model of determining
orphan work status also proposed a mandatory registra-
tion requirement for copyright owners. Only the outliers
who are focused on formalities for rights holders rather
than reasonable efforts by users took this approach. MPAA
agrees that any such registration model should not be
mandatory, but voluntary, and that consulting such a reg-
istry should be a necessary, but not sufficient, element of
due diligence for users.®’ It is not clear that all those advo-
cating a voluntary registry are familiar with the Copyright
Office’s existing registration and recordation systems. The
Copyright Office should consider to what extent a volun-
tary registration system could be integrated with or build
on those existing databases.

VI. Remedial Limitations

While we support many aspects of the Glushko-Samu-
elson proposal, we part ways with it on the issue of what
a right holder can recover for an infringing use made of
an orphan work after a reasonable efforts search has been
unsuccessful and before the right holder comes forward
to claim it. The Glushko-Samuelson approach would cap
remedies for infringement of claimed orphaned works at
$100 per work, up to $500 for any number of works owned
by a single copyright owner and used in a single (broadly
defined) use.3! With such low remedies, and no possibility
of obtaining actual damages or lost profits, no copyright
owner would incur the cost of pursuing such a claim. This
is the functional equivalent of complete immunity for use
of works during their period of orphan status, which of
course is what a number of other submitters advocate.>
MPAA is strongly opposed to this approach, particularly
to the extent that the orphan works regime applies to a
broad range of uses, including those of great commercial
significance.

Upon a review of the initial comments, we believe
the best approach is to allow the right holder to recover
for the uses made during orphan status a sum intended
to represent the payment that most likely would have
been negotiated had the user succeeded in locating the
owner—in other words, a reasonable licensing fee, to be

set by a court if the parties cannot agree upon it.3* This is
the best way to recreate, at least approximately, the mar-
ket dynamic that disappears when the right holder can-
not be located or identified prior to use, but that should

be restored to the greatest extent possible once the right
holder has been identified and located after the use begins.
The reasonable license fee approach also has the advantage
of imposing some self-regulation on litigation over these
uses; if the use that was made does not have an especially
significant impact on the value of the work in question, or
otherwise would not normally command a high licensing
fee, compensation for the uses made is likely to be folded
into negotiations over future uses, rather than forming the
basis for a lawsuit.

VIl. Challenges to and Grandfathering of Orphan
Work Status

Whether or not a user has exercised due diligence
should be decided by an objective test which does not
turn upon intent. Some commenters evidently disagree
because they posit a distinction between “reasonable” and
“pretextual” searches for a right holder in order to deter-
mine whether the work in question is an orphan.?* This
formulation confusingly brings into the equation the issue
of intent, and does not reflect the reality—as evidenced by
many of the submissions in this proceeding—that users
may, without any evil intent or pretextual motive, carry out
an unskillful, superficial, or truncated search that simply
does not come up to the level of either “reasonable efforts”
or “due diligence.” It is not fair that the right holder should
bear the full risk of the likely occurrence of honest incom-
petence. Wholly apart from proof of “sham” or “pretext,”
where the right holder can demonstrate that, had the user’s
efforts been reasonable or duly diligent, the right holder
probably would have been identified and located, the li-
ability limitations otherwise applicable to the use should
become inoperative.

Several commenters, including Glushko-Samuelson,
suggest that once the user shows what efforts she under-
took to identify and locate the right holder, the burden
would then shift to the right holder to “prove that, under
all the facts and circumstances, those efforts were not rea-
sonable.”3 MPAA understands the justification for shifting
this burden but would reserve judgment on it until the
relevant “reasonable efforts” or “due diligence” standard
has been more clearly delineated.

Finally, initial round commenters have divergent
views on the extent to which uses initiated while a work is
properly classified as an orphan may be allowed to con-
tinue without authorization after the right holder steps
forward.® This is a complex issue, and MPAA notes the im-
portance of maintaining a focus on the legitimate reliance
interests of users.’” In general, MPAA supports a conserva-
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tive approach to this question. A model for what we sug-
gest could be the consideration that is currently provided
to “reliance parties” using previously unprotected mate-
rial after a work’s copyright protection has been restored
under 17 U.S.C. § 104A. In any case, we note that the pres-
sure to distinguish sharply between “ongoing” and “new”
uses could be relieved to some extent if it is accepted that
the user must pay a reasonable license fee for the former
(as well as obtaining permission for the latter) once the
right holder steps forward. The broader “grandfathering”
approach of the Public Knowledge and Glushko-Samuel-
son submissions is more problematic if the price the right
holder must pay for being “unlocatable” at the time of the
due diligence search is to lose both control over the use
and virtually all compensation for it.

MPAA appreciates the opportunity to submit this
reply comment on this very important topic and looks for-
ward to working with the Copyright Office and the other
participants in the future stages of this inquiry.

Endnotes
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An Introduction to Entertainment, Art, and
Sports Law Mediation: Bringing Lawyers
and Clients Into the Process and the Solution

By Roger M. Deitz

Why Not Arbitrate or Litigate?

Mediation is one of many alternative resolution pro-
cesses. Early neutral evaluation, hi-low arbitration, mini
trial, and single text negotiation are a few of many other
possibilities. However, mediation offers unique opportu-
nities to resolve entertainment, art, and sports disputes.
The continuing relationships of parties and counsel, as
well as the opportunity for creative solutions, are ideal
for this acclaimed process.

Many clients and their counsel are justifiably critical
of the most common forms of dispute resolution. Litiga-
tion is lengthy and expensive, and arbitration can be as
well.

“Mediation takes power from the courts
and arbitrators and vests it in the parties
and their counsel.”

Originally an informal process, arbitration has be-
come increasingly complicated. Hearings can last for days
and are often sidetracked by collateral disputes. Docu-
ment production, originally envisioned as cooperative
and voluntary, has become contentious and adversarial. It
can take months to seat a panel, and arbitrators are often
challenged while hearings are in progress. Furthermore,
the finality of an award is no longer assured.!

Arbitration suffers from other weaknesses. Mean-
ingful communication between the parties is usually
non-existent. Discovery is incomplete. Witnesses are first
observed at the hearing. Business interests and personal
concerns are inadequately considered.

Although substantial commitments to arbitrator
training and increases in arbitrator compensation are
improving arbitrator competence, arbitration can be
unpredictable.

The problems associated with arbitration and litiga-
tion are serious and prevalent enough to encourage the
use of other approaches to dispute resolution. Perhaps
the most attractive of these is mediation. In contrast to the
dissatisfaction with traditional methods of dispute reso-
lution, numerous studies show high satisfaction levels by
all participants in mediation.?

Lawyers Have an Important Role in Mediation

Today, lawyers must be familiar with a broad range
of dispute resolution processes in order to counsel clients
in both present and future disputes.? In some jurisdic-
tions, the law requires lawyers to advise clients of dispute
resolution choices.*

Numerous in-house counsel have stated publicly that
they will not engage lawyers who lack familiarity with
dispute resolution processes.’ Indeed, many progres-
sive enterprises and government agencies have engaged
lawyers with special ADR expertise on staff. Several large
corporations have sought to motivate counsel through in-
novative billing arrangements and other economic induce-
ments.® These initiatives are hardly surprising. Clients are
concerned with the escalating costs of traditional litiga-
tion” and generally prefer solutions they craft themselves
to judgments or awards imposed upon them.

This article introduces lawyers and their clients to
mediation and seeks to answer frequently asked questions
about this creative process. The techniques described here
are a companion to, and not a substitute for, litigation and
arbitration. Indeed, mediation often is pursued on a paral-
lel track to litigation or arbitration and thorough knowl-
edge of traditional processes will enhance the likelihood
of a negotiated settlement.

Why Mediate?

Mediation takes power from the courts and arbitra-
tors and vests it in the parties and their counsel. The
agreement to mediate, selection of the mediator, time and
place of mediation sessions, and allocation of costs are
controlled by the parties and their counsel. Nothing is im-
posed. The parties can suspend negotiations and, indeed,
walk away from mediation at any time.

It has been said that experienced counsel can settle
disputes. Outside assistance is unnecessary.® However,
even experienced counsel cannot always appreciate an ad-
versary’s position or a defect in a client’s case. Attorneys
are often reluctant to bring reality to a client’s unrealistic
expectations. Sometimes counsel can reach agreement,
but the clients continue to disagree. Communication may
have broken down. Distrust may have made communica-
tion difficult. Sometimes, parties need a protected place to
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meet and talk. The mediator can overcome barriers and
provide such a supportive environment.

Change the Culture of Settlement

Clients who have not experienced the many benefits
of a successful mediation may be reluctant to authorize
what is perceived to be an additional and unnecessary ex-
pense. Attendance at mediation sessions and preparation
may be perceived as burdensome.’ Clients often want to
know why they must pay a mediator when direct nego-
tiations can be pursued without extra cost.

The approach to conflict has shifted in communi-
ties where mediation has become integrated in dispute
resolution. Lawyers have removed themselves from their
adversarial orientation. Settlement negotiations have
been transformed from a place where winning is the goal
to a process where imaginative problem-solving can take
place.!® The reason is obvious: Mediation works. Settle-
ment rates, one measure of success, average upward of
80 percent. Parties working with experienced mediators
achieve settlements in 95 percent of disputes.!!

What Is Mediation and How Does It Work?
Mediation Is Voluntary and Confidential

Mediation is facilitated negotiation. It is voluntary
and confidential. Every statement, document, and other
exchange of information and opinion is protected as a
settlement communication. Nothing said to the mediator
may be disclosed without the disclosing party’s consent.
In some jurisdictions, confidentiality is protected by
statute.!?

What is revealed in private caucuses remains con-
fidential unless the mediator is specifically authorized
to disclose part or all of this information. The ability to
explore sensitive issues within the protection of total con-
fidentiality is enormously helpful in resolving disputes.

The Parties Control the Process

The parties control the process. They decide when,
where, and how long the mediation will take. For in-
stance, mediation between an artist resident in London
who travels frequently and a production company with
offices and legal staff throughout the United States might
be held at a convenient international gateway. Sessions
can be scheduled on weekends, evenings, or even by
telephone. None of these options are available in arbitra-
tion or litigation.

What Disputes Can Be Mediated?

All disputes can be mediated: employment, copy-
right, license, contract, partnership, and class actions.
Indeed, any claim which could be the subject of arbitra-
tion or litigation can be submitted to mediation.

Why Use a Mediator?

A mediator can materially assist parties to resolve
their differences. The cost of the neutral is almost always
a small fraction of the fees and expenses that would have
been incurred without mediation.

The mediator brings added value in many ways. The
mediator provides a platform for discussions, a safe en-
vironment for the exchange of ideas, and an atmosphere
conducive to resolution. An effective mediator will take
an active role in discussions and keep the parties talking
when they might otherwise abandon negotiations. A good
mediator will identify the decision-makers and keep them
informed and involved, discover underlying interests and
make sure that those interests are satisfied in the resolu-
tion. A very good mediator will probe beneath the surface
of the dispute, discover the emotional components of the
problem, and make sure that they are addressed. An ex-
traordinary mediator will persevere after the parties have
given up all hope of settlement and will keep the parties
engaged until resolution is achieved.

The Mediator

The mediator assists parties and their counsel:
e Fashion the resolution process

¢ Communicate

¢ Identify interests

* Overcome emotional obstacles and personality
conflicts

* Explore settlement options

e Evaluate strengths and weaknesses of claims and
defenses

e Consider alternatives to settlement

* Keep settlement talks alive

e Invent creative solutions

* Select a mutually agreeable resolution
e Memorialize the resolution

* Implement the resolution

e Honor the resolution

Why Is Mediation Successful?
Attitudes Are Changed

From the outset, the attitudes of parties and counsel
are altered. The agreement to mediate is recognition of the
benefits of negotiated resolution. This recognition and the
commitment to the process redirect energies from conflict
to resolution. From the start the parties collaborate in
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selecting a mediator, setting the ground rules, fixing the
place, and selecting dates. Since the parties establish their
own rules:

* Experts may participate;
® Documents may be exchanged; and

® Non-party advisors may attend.

Counsel and Parties Work Together

Many mediators will confer with counsel and parties
by telephone prior to meeting in person. Fundamental
issues can be identified and questions about the media-
tion process answered. Additional concerns are often
raised. At this early stage, an effective mediator will
begin to help the parties work together. The mediator
and counsel will discuss who will participate. The parties
may agree on key documents that the mediator should
review. Ex parte communication among counsel, parties,
and the mediator is an essential part of mediation and is
encouraged.

In great measure mediation works because parties
participate. It is critical that the parties or party represen-
tatives with settlement authority attend. All parties must
appreciate the risks and uncertainties of arbitration or
litigation.

“The mediation is often the first time that
the parties face each other. This is an
excellent opportunity for them to speak
directly.”

How Long Does Mediation Take?

Many disputes can be resolved in a single face-to-
face meeting. If progress is made, subsequent caucuses
and conferences can be conducted by telephone. Subject
to the availability of parties and counsel, sessions can be
scheduled any time. Disputes can be resolved quickly.

Commitment to the Process

While the mediation setting is relaxed and informal,
it does involve a commitment of time and energy. Partici-
pation in mediation will be a new experience for parties
who have previously been in litigation or arbitration.
This is a practical preview of the inconvenience of attend-
ing hearings and is an important ingredient in resolution.

The Focus Is Understanding Interests

The mediation is often the first time that the parties
face each other. This is an excellent opportunity for them
to speak directly. It is not unusual for a dispute, at least
in part, to be the result of a failure in communication or
misperception of facts. The opening session provides an
excellent opportunity to work through these issues.

The Mediator Brings New Perspectives

While some mediators prefer to work with all par-
ties and counsel jointly, it is often helpful for each side
to work with the mediator in separate private caucuses.
In these sessions, the parties and their counsel share
confidential information which the mediator will help
evaluate. Such private sessions are a major component
of mediation. Here the parties receive feedback, which is
unavailable in court or arbitration.

The neutral’s views are advisory. Nevertheless, the
neutral can be of enormous assistance, helping the parties
assess critical aspects of the dispute. The neutral can also
help counsel and clients explore the range of likely results
of arbitration or litigation. The objective views of a person
without a stake in the outcome can be especially helpful
in dealing with clients or counsel whose expectations are
either inflated or unrealistic.

For instance, there may have been an “at will” clause
in an employment dispute. Most arbitrators will address
this aspect of the case at the end of the arbitration of the
case. Even then, the significance of the clause will only be
known if the arbitrators render a reasoned award, which
seldom occurs. In mediation, in contrast, the parties in the
privacy of the caucus can explore the significance of every
aspect of the case. The neutral’s role is not to rule, but
rather to help the parties and their counsel evaluate the
likely outcome of the dispute.

The Mediator Helps the Parties Identify Interests

An effective mediator helps the parties identify
interests. These are ignored in court and in arbitration
proceedings where the pleadings limit the issues, and evi-
dence beyond the pleadings is properly subject to objec-
tion and often excluded.

The mediator helps the parties move past adversarial
positions to understand their interests. Indeed, most cases
will not settle unless all parties” interests are addressed.

A party may need to understand events, to vent
anger, to be heard, to justify events to others, or to have
closure. A party may face regulatory inquiries; fear the
impact of an adverse award upon other cases; need to
keep an employee productive; fear publicity; or want to
limit litigation expenses. Through mediation the parties
may achieve a better understanding of events to improve
internal compliance.

Both parties may fear testifying and cross-examina-
tion. Counsel may be skeptical of their clients as witness-
es. Other interests may need to be satisfied. Satisfying the
interests of non-parties may be critical to achieving settle-
ment. These important interests are not considered in
arbitration or litigation. An astute mediator, however, will
quickly identify the parties” concerns and help fashion
a settlement that addresses their interests. The mediator

NYSBA Entertainment, Arts and Sports Law Journal | Fall/Winter 2006 | Vol. 17 | No. 3 53



helps the parties invent creative solutions and open new
opportunities to work together for mutual benefit.

Mediation Allows the Parties to Express Their
Emotions

Mediation also allows the parties to explore the hu-
man side of the dispute. Parties often need to express an-
ger. They will have the opportunity to eliminate this rage
with a thoughtful and rational explanation of the events.
An employer may be truly sorry that a long-standing
employee, a friend, has brought suit. Litigation and
arbitration do not permit the expression of remorse or
demonstration of sympathy without the risk that it will
be perceived as an admission of liability. In mediation,
however, all parties can express their feelings openly.

With a hand of reconciliation extended, resolution is
more easily achieved.

The Mediator Helps the Parties Craft a Durable
Agreement

The mediator helps the parties craft a settlement,
which may include non-monetary considerations and
other relief not available in arbitration or litigation.
Impractical promises and unrealistic expectations can be
avoided. The mediator is “on station” to resolve conflicts
which may arise in the implementation of the settlement.

The Cost Is Modest

The parties decide how to share the neutral’s fees,
which are usually time- or project-based.

Mediation Creates Value

A mediator is often asked to evaluate the case: “Will
we win or lose? What is the claim worth? What is our
exposure?”

On occasion, the mediator is expected to advise
each side regarding what the case is worth. This is early
neutral evaluation, a process distinct from mediation in
which the neutral evaluates the claim and offers his or
her suggested resolution, which the parties may accept or
reject. Much mediation is successfully conducted as early
neutral evaluations to the satisfaction of the parties.

This, unfortunately, misses many opportunities of
mediation to create value.

One of the advantages of medjiation is its capacity to
invent creative solutions, create new options, educate the
parties, and build. To resolve a dispute and miss oppor-
tunities to build creatively is to miss the opportunity to
create value.

Here are a few examples:!3

e In a series of age discrimination cases, a methodol-
ogy was constructed to resolve future claims.

¢ While settling a case of unsuitably recommended
securities, other unfiled claims against the same
broker were uncovered and steps were taken to
resolve those claims.

* In the course of mediating the first of several cases,
not only was the case at hand settled, but the defen-
dant, who had never participated in mediation, was
introduced to the mediation process which better
enabled her to settle the remaining complaints.

* Along-standing and strained relationship between
a firm’s office of general counsel and the regional
supervisor whose approval was required on all
settlements was materially improved through the
creation of a collaborative matrix to resolve future
claims.

It is important to think not only of the present dis-
pute, but also of future claims. Mediation should be used
as an opportunity to create an environment that will be
conducive to future negotiations. A mediator with good
process skills will constantly be alert to new opportuni-
ties and will conduct the mediation not only to settle the
dispute, but also to create new value. Senior counsel and
management will understand these possibilities and take
full advantage of the enormous opportunities for media-
tion to create value-added benefits.

How to Select a Mediator

The selection of the medjiator is the second most
important decision the parties make, after agreeing to
mediate. Unfortunately, dissatisfaction with mediation is
often due to mediator incompatibility or mediator incom-
petence rather than a failure of the process.

Counsel and their clients must have confidence in
the person they have chosen. A mediator might be se-
lected because one or both of the parties have previously
worked with the neutral. It is important to solicit the
opinions of colleagues, speak with the prospective neutral
and obtain a sense of his or her style. Are the parties com-
fortable with this person? The participants should enjoy
working with the neutral they select. A good mediator
will help the parties understand their interests and help
them understand each other.

If counsel or a party becomes uncomfortable with the
mediator, this concern should be shared with the neutral.
Often this reveals important issues and opens new paths
to resolution. In any event, the choice of the neutral is
consensual. The parties can simply terminate the process
or select another mediator.

The Advantages of Mediation

The interests that must be satisfied to reach resolution
are often vastly different from the events that led to the
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dispute. These interests are seldom considered in arbitra-
tion or litigation. Indeed, such subjects, which are often
at the core of a successful settlement, will be excluded as
irrelevant.

Consider mediation’s many advantages:

¢ Encourages the exchange of information

® Explores new information

¢ Invents options for mutual gain

* Helps each party understand its own interests

¢ Helps each party understand the other’s interests

¢ Enables the parties to know that their concerns are
understood

e Separates the people from the problem

® Promotes a productive level of emotional expres-
sion

¢ Deals with differences in perceptions and interests
between negotiators and principals

e Focuses on objective criteria

* Helps negotiators realistically assess alternatives to
settlement

¢ Encourages flexibility
e Shifts the focus from the past to the future

e Gives the parties a stake in the outcome through
participation in the process

e Stimulates the parties to suggest creative solutions

e Addresses (often in separate sessions) interests the
parties are reluctant to disclose to each other and
invents solutions that meet the interests of all par-
ties

Conclusion

Traditional advocacy often magnifies conflict. Every
available tool is unleashed and every available defense
is placed in an adversary’s path. Many of these efforts
neither advance the client’s interests nor produce results.
Rather, they solidify an adversary’s belief in the correct-
ness of its position and often worsen relationships. The
problems associated with this approach are sufficiently
serious that alternatives should be considered.!*

Offered the choice, it is not unreasonable to believe
that most clients would prefer to actively participate in
the resolution of their dispute, rather than be confined in
a hearing room surrounded by experts, exhibits, lawyers,
judges or arbitrators who will impose a resolution upon
them.

Much mediation proceeds on a parallel track to litiga-
tion or arbitration. The informal exchange of information
in mediation may facilitate early settlement or reduce the
scope of those proceedings if settlement is not achieved.
As mediation can proceed simultaneously with litigation
or arbitration, it can be of significant usefulness even to
experienced counsel able to quantify the strengths and
weaknesses of their cases, but for tactical, strategic or in-
terpersonal reasons, are not in a position to resolve certain
disputes.

Mediation should not be viewed as an admission of
an inability to resolve a problem.

“Mediation’s potential for resolving
disputes rapidly, privately, and informally
and at modest cost with a minimum of
animosity is well proven.”

The documented success of mediation demonstrates
that the addition of a neutral with training and experi-
ence in dispute resolution can be an important catalyst
in bringing parties to agreement. Executives and their
counsel have worked without reaching resolution only to
discover that a short mediation session was all that was
needed to bring about a successful conclusion.

Parties, counsel, and experts meet with the neutral
privately. The mediator is an agent of reality, focusing the
parties on matters they do not wish to acknowledge, such
as the weakness of one side or the strength of the other’s
case. The mediator, acting as a confidential go-between,
facilitates communication, which the parties are unable to
achieve themselves.

Mediation’s potential for resolving disputes rap-
idly, privately, and informally and at modest cost with a
minimum of animosity is well proven. Experience dem-
onstrates that through mediation, cooperating adversaries
can resolve their client’s disputes and can also achieve
better results than by other means.
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Copyright Functionality: When a Shoe Is Not a Shoe!

By Joel L. Hecker

It is undisputed that use of a two-dimensional copy-
righted photograph or work of art to create a three-di-
mensional rendering of the photograph or work of art can
constitute copyright infringement. An obvious example
of this was the case Rogers v. Koons,! where Jeff Koons
created a three-dimensional sculpture of puppies sitting
on a bench that was directly derived from a copyrighted
photograph. A new case has revisited this issue by hold-
ing that a three-dimensional utilitarian object, a shoe,
which is not copyrightable in and to itself, cannot form
the basis for copyright infringement. Thus, a shoe might
not be a shoe after all!

Background Facts

The case, Eliya Inc. v. Kohl's Department Stores,
brought in the United States District Court for the South-
ern District of New York, involved the following facts:

The plaintiff, Eliya Inc. (“Eliya”) is a company which
designs and manufactures shoes. In 2004, it created an
original shoe design consisting of patterned stitching
on the front and sides of the shoe, a strap with visible
stitching, and a sole with a pattern of spots that wrapped
around the shoe, extending up the back, sides, and front.

Eliya called this design (with some originality)
“SHOE” and registered the copyright to it with the
United States Copyright Office. Thereafter, it fashioned
a line of shoes based on the SHOE design, which it has
been promoting and selling since August 2004.

In October 2005, when Eliya became aware that
Kohl’s was manufacturing and selling a line of shoes
using a substantially similar design, Eliya sent the usual
cease and desist letter. After Kohl’s refusal to accede to
Eliya’s demands, plaintiff commenced this lawsuit, alleg-
ing copyright infringement as well as various trademark
infringement-related claims.

Kohl’s moved to dismiss the case for failure to state
a cause of action under each of the seven legal theories.
United States District Court Judge Lynch dismissed the
copyright infringement claims but denied the motion as
to the trademark-related claims. This article will address
the copyright aspects of the case.

Copyright Infringement Claims

To state a claim for copyright infringement, a plaintiff
must establish that it owns a valid copyright and that
there was unauthorized copying of the copyrighted work.
It was conceded for purposes of the motion to dismiss
(where the facts must, of course, be interpreted mostly

favorably to a plaintiff) that Eliya had a valid copyright
registration. However, that registration was, as established
by the certificate itself, for a two-dimensional rendition of
the shoe design from a side view. The details of the design
were visible in the drawing, including the strap.

The Court stated that, strictly speaking, Eliya did not
allege that Kohl’s copied the two-dimensional registered
design but rather that Kohl’s created a functional three-
dimensional shoe. The Court further observed that Eliya
had no copyright in an actual shoe, only a two-dimension-
al representation of one.

In support of this finding, the Court looked to the lan-
guage of the Certificate of Copyright Registration, which
stated that the nature of the work was an “etching.” In
addition, plaintiff checked the box on the certificate for a
two-dimensional artwork.

However, the Court specifically pointed out that this
creation of a three-dimensional object from a two-dimen-
sional etching did not, in and of itself, doom the infringe-
ment claim under existing law, as we saw in the Rogers v.
Koons puppies situation.

The Court cited to a United States Second Circuit
Court of Appeals decision in Knitwaves, Inc. v. Lollytogs
Ltd.,* where Knitwaves copyrighted designs for two
sweaters, one with a “puffy leaf” pattern and the other
depicting a squirrel and leaves. That Court held that
Lollytogs had infringed these copyrighted designs by
reproducing the leaves and squirrels on its own line of
sweaters.

The Court in the SHOE case, while agreeing with
the Knitwaves decision, refused to extend it. It stated that
Knitwaves, while preventing the reproduction of the squir-
rels on the surface of sweaters, clearly did not prevent that
defendant from creating an actual squirrel or an actual
leaf which resembled those depicted in the actual designs.

Concept of Functional Articles

The Court then discussed what was actually the heart
of the case, that copyright does not extend to an intrinsi-
cally utilitarian functional article. That is to say, an article,
which in and of itself has a useful function—such as a
shoe—is not protected under copyright absent the ability
to use that article separate and apart from the copyright
claim itself.

An example used by the Court to explain this differ-
entiation, from the United States Supreme Court decision
in Mazer v. Stein,* is a lamp which has an artistic base. In
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that situation, the copyright protected base could actually
be physically separated from the useful article (the lamp)
and be capable of existing independently as a work of art.
This legal principle had previously been stated in another
case in the following terms: “When a component of a
useful article can actually be removed from the original
item and separately sold, without adversely impacting
the article’s functionality, that physically separable design
element may be copyrighted.”>

Coming back to the case at hand, the Court found
that the design elements in SHOE were neither physically
nor conceptually separable. The Court further explained
that removing the strap, stitching, or sole of a shoe
would, to some degree, aversely impact use of the shoe,
either because it would fall off or fall apart.

To close the circle, the Court stated that unlike a fan-
ciful design on the base of a lamp, or the ornamentation
on a belt buckle, the features of the SHOE design were
not purely aesthetic and therefore not sufficiently inde-
pendent of its functional purpose as a shoe. The Court
concluded that the design feature of SHOE did not rep-
resent independent artistic expression as would images
displayed on the shoe’s surface. Rather, these features
reflected design decisions regarding how best to imple-
ment a shoe’s functional purpose.

Conclusion

The concept of intrinsic utilitarian function in copy-
right law is simple to state but obviously not simple to
administer. The attempt by the plaintiff to extend the
SHOE design, which was copyrightable, to the actual
shoe in which the artistic designs were, in effect, neces-
sary elements of the product, was rejected by this Court.

Accordingly, a SHOE is not always a shoe!
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Copyrights as Collateral: Addressing the Reversion Risk

By Michael S. Poster

Intellectual property is frequently used as collateral
in lending transactions. For certain borrowers, especially
those in the entertainment industry, their copyrights are
among their primary assets. However, many lenders are
unaware of the termination and reversion rights which
exist under the United States Copyright Act. Without tak-
ing these rights into account, lenders may structure loans
with durations that go past reversion dates and with col-
lateral that may cease to be owned by the borrower. This
means that lenders may realize far too late that a signifi-
cant piece of collateral may have suddenly disappeared,
thus leaving them undercollateralized and causing bor-
rowers to possibly be in default of loan covenants. This
article outlines the primary termination rights that exist
under the Copyright Act, including who may exercise
these termination rights, when they may be exercised and
the effects of termination.

There are four primary milestones in the life of a
copyright that need to be considered: Years 28, 35, 56 and
75.

Duration of Copyright Protection

Copyrights are often grouped into “pre-1978” and
“post-1978” works. This is because the Copyright Act of
1976 (the “1976 Act”) fundamentally changed many of
the laws concerning the ownership, maintenance, du-
ration and control of copyrights. Prior to the 1976 Act,
copyrighted works were governed by the Copyright
Act of 1909 (the “1909 Act”). The 1909 Act provided that
copyrights were entitled to protection for 28 years; at the
end of year 28, the author or owner needed to file a re-
newal application to maintain protection for an addition-
al 28-year period (the so-called “renewal term”). The 1909
Act was later amended to extend the renewal term to 47
years, which was further extended to 67 years following
passage of the Sonny Bono Copyright Term Extension Act
in 1998. For post-1978 works, the term of copyright lasts
for the life of the author, plus 70 years. One exception to
this rule is copyrights created as “works made for hire”
(discussed below), which have a fixed term of protection
of 95 years from creation.

Works Made for Hire

These milestones—or any concerns regarding copy-
right reversions or terminations to individual authors—
generally do not apply to “works made for hire.” Works
made for hire (or “works for hire”) are a class of copy-
righted works that are created “by an employee within
the scope of his or her employment” or are “specially
ordered or commissioned” for use in certain classes of
works.! Works made for hire are deemed to have been

created from inception by the employer of the individual
actually creating the work, and are not treated as having
been transferred or assigned by such individual. Therefore
these works are not subject to reversion to or termination
by such individual. In order for a specially ordered or
commissioned work to be considered to be a work made
for hire, the individual creator and the employer must exe-
cute a written agreement to treat the work in this manner.?
For this reason, many entertainment, media, software and
other creative services companies require that employees
and independent contractors enter into written work-for-
hire agreements, and an important part of the legal due
diligence process regarding copyrights is confirming that
the chain of title for the works includes appropriate work-
for-hire agreements, where applicable.

Year 28

As discussed above, the 1909 Act provided that an
author needed to file a renewal application to maintain
protection for the renewal term. Failure to file the renewal
application resulted in the work falling into the public
domain. The 1909 Act was later amended to remove the
requirement that a renewal application be filed for works
first published beginning in 1964 (i.e., works for which
the initial 28-year period ended beginning in 1992). The
1976 Act eliminated the need for renewal filings on newly
created copyrights. However, anyone valuing a catalog
containing pre-1964 works (or works based on or derived
from pre-1964 works) should check if renewal applica-
tions were timely filed to be sure the works, or underly-
ing works, have not fallen into the public domain. This
could be important if a client is considering investing in a
catalog which contains films based on books or plays, for
example, that have fallen into the public domain, because
anyone can create new films based on the same underly-
ing material, which could affect the market value of the
earlier films.

A second important issue related to the 28-year
milestone for pre-1978 works is whether the author died
prior to the end of year 28. Under the 1909 Act, if an
author granted the rights in a work for the renewal term,
that grant did not vest with the grantee until the renewal
term actually commenced (i.e., the beginning of year 29).
As a result of the United States Supreme Court’s decision
in Stewart v. Abend,? if such an author died prior to the
end of year 28, all of the rights in the work immediately
and entirely reverted to the author’s heirs, regardless of
any agreements between the author and the grantee. The
reverted rights include, among others, the right to create
and exploit derivative works (such as a film script based
on a book or play).*
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Abend is still very relevant today, especially for any-
one lending against catalogs of motion pictures, televi-
sion properties, theatrical productions or other derivative
works. A factual and legal analysis needs to be under-
taken to ensure that the rights to pre-1978 underlying
works (e.g., scripts, books and articles) have not reverted
to the original authors, and if they have, what effect this
reversion will have on existing derivative works. If such a
reversion has occurred, the owner of the derivative work
(e.g., a film studio) will need to obtain a new grant of
rights from the heirs of the author of the underlying work
(e.g., the story on which the film is based) in order to con-
tinue to exploit the derivative work, including the right to
make remakes and sequels. It should be noted that Abend
issues only apply to pre-1978 underlying works, because
the 1976 Act created a single term of copyright and
abandoned the renewal concept for post-1978 works.’
Also important is that the publisher of a work which
reverts under the Abend scenario retains the right to col-
lect income with respect to pre-reversion exploitations
of the work.® For example, if a 1977 musical composition
reverts to the composer’s heirs in 2004, the publisher of
the composition may continue to collect royalties from
exploitations of the composition, such as public perfor-
mances, synchronizations and mechanical reproductions,
which occurred up until the time of the reversion. Any
exploitations occurring after the reversion, even exploita-
tions of existing pre-reversion arrangements, or for which
the date of exploitation cannot be determined, are within
the control of the composer’s heirs.”

Year 35

As part of its overhaul of U.S. copyright law, the 1976
Act created a new series of statutory termination rights
for authors and other grantors. These rights were cre-
ated to help authors and other grantors by giving them
a chance to reclaim rights which they might have given
away cheaply at an earlier date due to a lack of bargain-
ing power at the time. These rights do not apply to the
creation as works made for hire, since the “author” of the
work is deemed to be the party who commissioned it, or
for conveyances by will.

The first opportunity for authors to exercise these
rights is in between 35 and 40 years after a grant of
rights.8 This termination right applies to any exclusive
or non-exclusive grant of rights on or after January 1,
1978, and may only be exercised by the author(s) of the
work, or the author’s heirs (if the author is deceased).
For example, if an author granted publication rights to
a publisher in 1985, the author would have the right to
terminate this grant during the period from 2020 through
2025. Subsequent grantees (e.g., a publisher to whom the
author granted rights) may not exercise this right, other
than executors or administrators of the author’s estate.
The termination right is exercised by giving notice to
the grantee between two and ten years in advance of the
effective date of the termination (i.e., between two and

ten years ahead of the date between years 35 and 40 in
which the rights will revert). For example, if the author
described above wanted to terminate the grant of rights
in 2020, the author would be required to provide notice to
the publisher between 2010 and 2018.

The effect of the termination is that any and all rights
under copyright revert to the author(s) of the work. This
termination is as simple as it sounds: any grantee (e.g., a
publisher or record company) which exploits a copyright-
ed work and which is the recipient of a termination notice
must cease exploiting the work on the termination date.
One notable exception to this broad reversion addresses
the Abend case: The statute provides that derivative works
prepared under the original grant may continue to be
exploited, but this does not include the right to create
new derivative works based on the original work. For
example, the result in Abend could not occur following a
termination under the 1976 Act because the right to con-
tinue to exploit derivative works is preserved; however,
the owner of a work based on an underlying work for
which rights have been terminated could not create a new
sequel, remake or other new work based on the underly-
ing work.

A key issue to consider is that this termination right
survives notwithstanding any agreement to the contrary. In
other words, even if an author signed a contract granting
rights for the full duration of copyright protection, includ-
ing renewals, the author may still exercise these termina-
tion rights. Moreover, even if an author signs an agree-
ment not to exercise these termination rights, such author
may exercise them nonetheless. It remains untested as to
whether a new agreement with an author purporting to
grant additional rights (assuming there are rights which
remain to be granted) would be considered a completely
new grant which would effectively delay the exercise of
termination rights for an additional 35 years.

Year 56

The 1976 Act provided for another termination right
between 56 and 61 years after the date when copyright
was originally secured.” This termination right operates
similarly to the year 35 termination right discussed above,
but with a few key differences.

The year 56 termination right is limited to pre-1978
grants of rights, unlike the year 35 right which applies to
grants made on or after January 1, 1978. However, unlike
the year 35 termination right, the timing of the exercise
of the year 56 termination right is based on the year in
which the copyright was secured, not the year in which the
rights were granted to a third party.

The year 56 termination right is exercisable by a
greater range of rights holders. Unlike the year 35 termi-
nation right, the year 56 termination may be exercised
by any grantee, in addition to an author (or author’s
heirs). However, the exceptions for works made for hire
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and conveyances by will remain applicable. As with

the year 35 termination, the year 56 right is exercised

by giving notice to the grantee between two and ten
years in advance of the effective date of the termination.
For example, if the publisher of a 1960 song wanted to
terminate an administration agreement for such song, the
publisher would have the right to do so between 2016
and 2021. In order to effect such termination in 2016, the
publisher would be required to provide written notice to
the administrator between 2006 and 2014.

The effect of the termination is identical: a complete
reversion of all rights granted under copyright to the
grantor or author (depending on who exercised the
right). The exceptions for existing derivative works also
apply in this scenario. As with the year 35 termination
right, the year 56 right may be executed regardless of any
agreement to the contrary. However, if the termination is
between a grantor and the original grantee (or its succes-
sor in interest), following delivery of the notice of termi-
nation (but before the termination has become effective),
the grantor and such grantee may enter into a new grant
of rights which will survive termination. The “original
grantee” distinction could be important in a lending
context because it could allow a borrower /publisher to
negotiate for a new grant of rights from an author (thus
avoiding a breach of a covenant), but it might not be
available to a lender following foreclosure on the copy-
right collateral.

Year 75

The 1976 Act granted a final termination right be-
tween 75 and 80 years after the copyright was originally
secured.!® This right operates nearly identically to the
year 56 termination right, but its application is limited to
a narrower class of works.

As with the year 56 termination, the year 75 termina-
tion is exercisable by the author (or the author’s heirs) or
subsequent grantees and has the same effects as the year
56 termination.

In addition, the year 75 termination is limited to
pre-1978 grants of pre-1978 works, and the timing of
the termination right is based on when copyright was
originally secured. However, the year 75 termination is
limited to works which were in their renewal term (i.e.,
after their first 28 years of copyright) on October 27,
1998, and for which the year 56 termination window has
expired. For example, the heirs of an author of a 1938
play who granted print publication rights in 1955 would
be able to exercise termination rights between 2013 and
2018 because the play was already in its renewal term on
October 27, 1998, and because the termination rights for
years 56 to 61 had already expired. In order to effect such
termination in 2013, the heirs would need to provide
notice to the publisher between years 2003 and 2016.

Conclusion

Clearly, anyone structuring a loan which is secured in
whole or in part by copyrights needs to be sure that the
structure accounts for the terminations discussed above.
The loss of a major copyright by a borrower could have
devastating effects on the borrower and could result in
the borrower’s inability to repay the loan, the violation
of loan covenants and potential exposure to the lend-
ers. It behooves anyone involved in these processes to
become familiar with these termination schemes and to
retain advisors who have the knowledge and experience
to assess the termination risks associated with particular
copyrights. The prudent lender must assume that well-
established authors and their advisors are fully aware
of the rights described above and when and how they
may be exercised, and that they will likely exercise these
rights (or use them as leverage in negotiations) when the
opportunity arises. This should be taken into account in
assessing the long-term value of any copyrights.
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Copyright at a Crossroads, Again!
The Copyright Modernization Act

By Michael Einhorn, Ph.D.

The House Judiciary Subcommittee on Courts, the
Internet, and Intellectual Property recently came to a
temporary halt in its proposed new legislation—the
Copyright Modernization Act of 2006 (“CMA”)—that
would, inter alia, alter substantially the legal architecture
under which digital music services may license reproduc-
tion rights for musical compositions.! If enacted, Title I of
the proposed bill would have put into place a compulsory
licensing mechanism by which music service providers
could contract for all rights related to the reproduction
and distribution of any musical composition used in
any streaming or downloading activity. At a markup on
September 26, co-sponsor Lamar Smith (R-TX) informed
the full House Committee on the Judiciary that the bill
would not be reported for a full vote. While Rep. Smith
expressed confidence in carrying the Committee, he was
less certain about victory on the House floor.? The spon-
sors promised a return next year.

“[Tlhe Committee here entirely reverses
a previous historic consensus held—

at least at variant points—by the
record labels, music publishers, and
the Copyright Office itself—that

the compulsory licensing of musical
compositions should end.”

This article examines how the impasse arose and re-
views the terms of the prospective Copyright Moderniza-
tion Act. If enacted, the new law would put into place an
intricate legal and regulatory structure that could largely
supplant the need for market valuations of digital rights
for musical works. It would greatly extend the authority
of the Copyright Office and its new Copyright Royalty
Boards. In so doing, the Committee here entirely reverses
a previous historic consensus held—at least at variant
points—Dby the record labels, music publishers, and the
Copyright Office itself—that the compulsory licensing of
musical compositions should end.

The Copyright Matrix

A musical composition is the underlying song written
by a songwriter(s) and owned by a music publisher(s) to
whom copyright(s) is passed.’ The composition (or work)
is legally distinct from the sound recording, which is
owned by the label and which bears the track performed

by a recording artist(s). Since rights in compositions and
sound recordings are held by different parties, each Inter-
net service provider must now arrange to get permissions
from at least two distinct entities—publisher and label.

As a legal matter, Section 106 of the Copyright Act of
1976° grants to owners of musical compositions the rights
to reproduce the copyrighted work in copies or phono-
records, prepare derivative works, and distribute record-
ings of the work to the public; the combination is termed
the mechanical right.® The Copyright Act also protects the
related master use rights inherent in the reproduction and
distribution of the sound recording that may be imprinted
on vinyl, disks, tapes, or electronic media.”

In this historical world of analog distribution, record
labels obtained mechanical rights in musical compositions
from publishers ostensibly at the outset of production
of the master recording. With mechanical rights secure,
the label then recorded tracks, manufactured product,
and sold units in stores and clubs. The label then passed
negotiated reproduction royalties back to the publisher
through a mechanical rights organization (“MRO”) assigned
by the publisher to handle collections. The largest MRO
is The Harry Fox Agency, Inc. (“HFA”), which is a divi-
sion of the National Music Publishers” Association, Inc.
(“NMPA”). HFA domestically represents the song cata-
logs of almost 28,000 publishers, about 80 percent of the
industry.®

As a rights owner, the publisher now has exclusive
authority to license first-time reproductions of the work
for any album release. Once a phonorecord of a compo-
sition is legally distributed in domestic markets, other
performers and labels may legally record the same song
without direct publisher permission. Secondary users of
musical compositions must pay statutory fees to publish-
ers that are established by a rate tribunal under 17 U.S.C.
§115.

Compulsory Licensing

The compulsory mechanical license for musical
compositions was established in 1909. The legal provi-
sion emerged after the Supreme Court ruled in 1908 that
player piano rolls were not legally “copies” of the origi-
nal sheet music that publishers sold to live performers.’
Without copyright protection, music publishers could not
receive payment for use of their tunes in the new mechan-
ical technology, which was feared to displace the need for
live performers and the sheet music they purchased from
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publishers. To backfill the gap, Congress modified the
Copyright Act in 1909 so as to require payments for the
affected compositions, and to allow—without publisher
approval—secondary uses of musical works so long as a
compulsory license fee was paid.

The statutory rate was fixed at two cents per track,
where it remained until 1978; it has been adjusted trien-
nially since. Since January 2006, the statutory mechani-
cal royalty fee has been the larger of 9.1 cents per song
or 1.75 cents per minute.! First time reproductions for
independent publishers are commonly benchmarked to
the statutory rate as well; recording artists often agree to
75 percent of the rate for their controlled compositions.!!

For all intents and purposes, the statutory license
outgrew any real economic justification by the 1990s. For
the lucky songwriter who created a popular tune, the
statutory ceiling denied him the right to earn a premium
rate for his accomplishment, and an offsetting com-
pensation for the many other works that had no initial
or ongoing appeal. Moreover, if a writer or publisher
was adverse to a particular recorded use, or otherwise
demanding of a high fee, the prospective artist/label
could expectedly find other willing providers of suitable
cover material, as publishers compete vigorously to place
tracks on record albums.

In 1993, staff members of the House Subcommittee
attempted to eliminate the compulsory license!? with the
concurrence of the Copyright Office.'® Nonetheless, some
publishers and writers came to support the continuation,
which they appreciated as a handy benchmark for licens-
ing new songs to record labels.!*

The Digital Performance Rights in Sound Record-
ings Act of 1995 (“DPRSRA”)'° then extended statutory
mechanical licenses to all musical compositions that were
imprinted in digital phonorecord deliveries (“DPDs”)—
i.e., full downloads.'® As with physical reproductions,
statutory licenses for a work can be activated only after
a legitimate recording of the composition is distributed
to the public in some other medium, usually CDs.!” The
royalty rate for all digital deliveries made on or after
January 1, 1998, was to equal the rate applied to physical
reproductions (i.e., the “Physical Rate”).!8

With present statutory rates on musical works, com-
pensation on Apple’s iTunes now works as follows.? The
music service sells each download retail for a unit price
of 99 cents. Of this total, some 65 cents are gross revenues
recouped for the label. Of this total, some 9.1 cents covers
the mechanical copyright in the musical composition.
The remaining 56 cents are passed to the label to cover
rights in the sound recording, which cover artist royal-
ties, production costs, marketing, overhead, and label
profits.?’ The mechanical payment for the composition
then represents 14 percent (=9.1/65) of the label’s incom-
ing licensing fee for DPDs on iTunes.

The Negotiating Impasse

While extending compulsory licensing to new DPDs,
the DPRSRA did not add corresponding statutory licenses
in two other delivery technologies—limited downloads
and “on demand” streams—that some digital provid-
ers (such as Rhapsody and Yahoo!) now predominantly
provide.?! Like DPDs and CDs, these technologies make
music available at listener request and therefore compete
implicitly with the choice-driven permanent download.

To accommodate the additional use rights for com-
positions in interactive streaming and limited download,
the Recording Industry Association of America, Inc.
(“RIAA”), NMPA and HFA reached an interim agreement
in 2001 by which the publishers agreed to allow labels to
embed works in tracks sold to the competing services.??
With an agreement to keep negotiating for a final deal, the
record labels came to pay specified recoupable advances
($1,000,000 for the first two years, $62,500 for each addi-
tional month) and, when eventually determined, suitable
royalties retroactive to the beginning of 2001.

Due to differences in legal interpretation, the labels
and publishers were not able to come to a final agreement
to convey needed rights. As a legal matter, the transmis-
sion of any content from an originating server to a hard
drive necessarily implicates ephemeral and incidental
reproductions in the server, cache, and random access
memory that have no independent values outside of
enabling digital transmission. The question then is what
value to assign to these particular reproductions.

Record labels here followed the recommendations of
the Copyright Office, which contended that reproduction
rights in interactive streaming qualify for fair use, if not
a statutory exemption.?? The Office’s conclusion con-
curred with that of a European Union Directive, which
had earlier exempted transient copies from the reach of
the reproduction right,?* and a number of consumer and
technology advocates—such as Public Knowledge, the
Electronic Frontier Foundation, and Consumer Electron-
ics Association.

For their part, music publishers contended that the
resulting interactive uses would enable full access to the
work at any moment chosen by the user. With the build-
out of wireless receiving devices, interactive streams
would increasingly substitute for store sales and down-
loads; and material would be stored on centralized serv-
ers instead of hard drives and portable devices. From the
publishers’ perspective, it was then appropriate to assign
to the reproduction of an interactive stream a value that
was congruent with its true worth as an economic substi-
tute. The publishers’ position was apparently upheld le-
gally by a Ninth Circuit decision involving software cop-
ies made into random access memory during upload.?

The critical difference in interpretation led to a nego-
tiating impasse between labels and publishers who came
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to see the relative value of temporary reproductions quite
differently. From the label position, all streaming trans-
missions are merely performances, and thus entitled only
to the lower royalty fees associated with this lesser activ-
ity. From the publisher position, the same transmissions
rightfully implicate reproduction rights, and were then
cued off of royalties charged for full downloads.

From an economic perspective, the publishers are
correct. Downloading and interactive streaming are eco-
nomic substitutes; consumers choose among substitutes
based on relative price ratios. To ensure that the rela-
tive price ratio is not distorted, it is then appropriate to
affix license fees on competing activities in an equitable
fashion. That is, copyright licenses should fix equal per-
centage fees on streaming and download revenues in the
same amount; e.g., 14 percent of sound recording fees.?

If a fictional legalism is enforced to vacate the repro-
duction right in the interactive stream, negotiating parties
and regulators lose any real possibility of coordinating
the related rights to one another. As copyright owners,
music publishers would be the apparent losers if consum-
ers shifted to interactive streaming, a phenomenon that
they would have every financial reason to resist. It is then
understandable why an impasse would result.

Legislative Resolution

As negotiations failed, record labels became unable to
provide the same bundled rights for streaming or limited
download services as they provided for full downloads.
The market contained an evident disparity in the ease
by which musical compositions could be licensed for
contending online activities.”” The consequences were
predictable—smaller catalogs, consumer confusion, di-
minished industry profits, fear of vicarious infringement,
heightened legal risk, and higher administration costs.

Indeed, senior executives of three online music
services—RealNetworks, Napster and Sony Connect—
agreed that licensing difficulties—not piracy—represent-
ed their single biggest business problem.? By the Digital
Media Association’s (“DiMA”) count, its member services
have been unable to acquire publishing licenses for more
than 50 percent of the compositions that its members
seek.? This contrasts with the aforementioned download
services (e.g., iTunes), which have access to all prere-
corded works through the statutory royalties established
in DPRSRA.

To resolve the impasse, in 2004 the House Judiciary
Subcommittee on Courts, the Internet, and Intellectual
Property began hearings on legislative reform. Over the
next three years, the Subcommittee heard from represen-
tatives of NMPA 30 DiMA, 3! and RIAA 32 as well as the
Copyright Office.?® On June 8, 2006, the Subcommittee
approved a draft bill—the § 115 Reform Act (“SIRA”)—
which was co-sponsored by Reps. Lamar Smith (R-TX)

and Howard Berman (D-CA). The SIRA bill was com-
bined on September 12 with the Orphan Works Bill and
an additional provision for Copyright Protection Resourc-
es, to compose the Copyright Modernization Act of 2006
(H.R. 6052).3 On September 26, the co-sponsors declined
to report the bill out to the House floor for a debate and
vote in the present Congressional term.

Now stretching to a full 85 pages of text, Title I of the
CMA contains the modified version of the SIRA. Section
102 of the CMA would modify § 115(e) of the Copyright
Act by establishing for music service providers a one-stop
license—or “blanket license” § 102(e)(2)—for all mechani-
cal rights in musical compositions related to the making
and distribution of general and incidental digital phono-
record deliveries made available in the form of full down-
loads, limited downloads, interactive streams, and “any
other form constituting a digital phonorecord delivery or
hybrid offering.” § 102(e)(1)(A).

“As copyright owners, music publishers
would be the apparent losers if
consumers shifted to interactive
streaming, a phenomenon that they
would have every financial reason to
resist.”

At present, the licenses would cover all reproduction
rights related to digital delivery, including final copies
made to hard drives as well as temporary copies made
at the server, cache, and buffer. § 102(e)(1)(B). Although
reproductions made during the course of a transmis-
sion remain theoretically licensable, users are granted an
exemption from paying license fees. § 102(e)(3). Royalty
amounts due for all other uses will be valued and paid
retroactively to January 1, 2001. § 102(e)(6).

Under the terms of the present bill, the Copyright
Office would appoint one General Designated Agent
(“"GDA”), which would be empowered to negotiate,
litigate, and collect on behalf of publisher members that
choose to join it. The GDA would be administered by the
largest mechanical rights organization (as determined
by royalties over the previous three years) and would
be governed by a Board of Directors consisting of three
publisher members and two professional songwriters that
would be designated by the Copyright Office for stag-
gered three-year terms. § 102(e)(9)(B).

The GDA would be appointed to blanket license to
each digital music service provider a catalog containing
all of the musical compositions of its registered mem-
bers. However, the GDA may not strike blanket licenses
with record labels or any other user entity. § 102(e)(4).
Prospective licensees could also file individual applica-
tions for contracts related to specific identified activities
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(e.g., DPDs, limited downloads, streams), which must be
identified beforehand and not modified without notice. §
102(e)(4).

The Act also allows the Copyright Office to empower
additional Designated Agents (“DAs”) to serve publish-
ers that are not part of the GDA. An additional DA can be
so qualified if it can demonstrate that its prospective total
membership accounts for at least a 15 percent share of
mechanical royalties collected during the previous three-
year period. § 102(e)(9)(C). Publishers then presumably
have a choice of as many as seven DAs.

Each rights owner must register its copyrighted
works with exactly one DA in any year; the GDA is
empowered to license publisher catalogs not otherwise
registered. § 102(e)(9)(E). Licensees shall pay royalties to
the DAs at negotiated rates and terms, with backup bind-
ing arbitration through the appointed judges of the new
Copyright Royalty Board. § 102(e)(9)(D). DAs will pay
royalties to members based on reported uses from each
licensee.

Each DA may negotiate, arbitrate, collect, and engage
in legislative efforts on behalf of member publishers. §
102(e)(9)(D). The costs of each agency would be shared
between the digital music providers and the music pub-
lishers. § 102(e)(12). The Copyright Royalty Board can
initiate ratemaking hearings no later than July 1, 2007, for
all use activities not previously contracted for or in the
process of prior arbitration. § 102(e)(8)(C). The Act also
sets forth a process for Interim Rates to cover terms for
contracts under arbitration. § 102(e)(8)(D).

Disputes among publisher members regarding the
allocation of collected royalty funds are to be resolved
within each Agency by a 12-member Dispute Resolution
Board, which would include six publisher members from
the DA and six independent songwriters appointed from
outside. § 102(e)(11)(C). All members are to be named
by the Copyright Office subject to nominations from the
respective industry sectors. The bill prescribes numerical
quotas to ensure some diversity between large and small
publishers.

While a publisher may register its works with no
more than one DA in any year, it may switch agencies at
the end of each year. § 102(e)(9)(E). If dissatisfied with
the particular operations of any DA, a member publisher
also may come to negotiate rights for catalog involved in
any particular activities licensed by an individual music
service provider. § 102(e)(9)(E)(iv). In such a case, the DA
must determine the value of the transaction and enact
a carveout on the blanket fees charged to the affected
service. § 102(e)(9)(E)(iv).

Performing Rights

The Act would not cover either sound record-
ing rights controlled by the label, or any additional

performance rights in musical compositions (§ 103),
which would be maintained. The latter requires some
explication.

As a technical matter, each stream or download on a
digital medium necessarily implicates a wired or wireless
transmission. As a legal matter, such transmissions impli-
cate a separate statutory construction, the performance
right, which is distinct from the mechanical rights described
above.® Purposely untouched by the legislation (§ 103) is
the additional performance right associated with each
musical composition.

In the analog world, reproductions and performances
were distinct; the former came with the CD and the latter
with a radio or television broadcast. The digital world is
entirely reversed; both performance and reproduction are
needed to enable any digital transmission. As both are
necessary, there is then no separate value to either, and no
meaningful way to apportion their relative worth.

The public performance right is now negotiated and
collected separately by three contending performing
rights organizations (“PROs”)—the American Society of
Composers, Authors, and Publishers (“ASCAP”), Broad-
cast Music, Inc. (“BMI”), and SESAC.% As the agency
catalogs are largely nonoverlapping, each digital music
provider now must deal with each of these organiza-
tions.” If the CMA is passed, this will continue; i.e., each

music provider would need to negotiate contracts with
DAs, record labels, and PROs.

Since reproduction and performance are necessarily
duplicative in digital transmissions, there is no purpose
served in the duplex licensing of either component. The
law could have immediately eliminated the problem by
combining the two legal constructions from the analog
world into a “making available” right, which is the com-
plete and self-contained right to transmit a work through
a wired or wireless digital medium. Such a right would
be analogous to a digital transmission right advocated in
the Information Infrastructure Task Force Paper of 1995.3

Valuation

As pointed out by the Copyright Office, the pres-
ent bill contains no procedural standards for valuing the
catalogs of different DAs.¥ If two different DAs are to
negotiate or litigate proper licensing fees before a Copy-
right Royalty Board, the respective amounts due to each
agency should be based on some measure of relative
worth.

How should this be done? Would it be proper to
compare the relative number of downloads, streams, or
some weighted composite of the two? How about the size
of the total catalog that each publisher controls? Would
airplay or physical sales have any consideration to reflect
the overall appeal of the works? It is difficult to imagine
how anyone could assign values to a catalog without
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having any market history or ongoing awareness of its
independent worth in other comparable licensing situa-
tions involving digital music.%

Also lacking are standards for the eventual distribu-
tion of collected royalties to the members of each agency.
Without any norms, the matters in each DA will be
handled by a Dispute Resolution Board composed of six
publishers and six songwriters appointed by the Copy-
right Office. To determine amounts due to each prospec-
tive claimant of agency royalties, the adjudicating par-
ties would need to determine the relative worth of each
member catalog, an issue made particularly difficult by a
fixed size of the royalty pot. This also would be necessary
to establish the worth of any carveout, as well as appro-
priate increases and decreases in annual license fees to
compensate for publisher movement between DAs.

Without valuation standards, there will be difficult
problems of allocation and resolution that would not so
easily be resolved by any adjudicatory board of econo-
mists or accountants, let alone publishers and songwrit-
ers. It is difficult to see why a large publisher would con-
tinue to subject its disputes to decisions of a 12-member
Board. It may more directly resolve its difficulties simply
by licensing major parts of its catalog to individual ser-
vices. This would mean that the DAs would dissolve.

Licensing Interfaces

If the bill is passed, copyrighted music for interactive
uses alone will see four licensing interfaces (not counting
the additional interfaces in noninteractive broadcast and
digital transmission). As explained above, each service
provider in need of a full catalog of musical composi-
tions will negotiate with each publisher or DA in order to
obtain mechanical rights for musical compositions. Second,
each service provider will need to negotiate again with
ASCAP, BMI, and SESAC to obtain the corresponding
performance rights for the exact same works. Third, each
service provider will also need to negotiate yet again
with each record label in order to obtain the correspond-
ing reproduction right in the complementary sound recording.
Finally, each record label will continue to negotiate pass-
through licenses with each publisher to cover the use of
compositions that appear on physical product distributed
through stores and record clubs.

But for the interjection of additional licensing strata
between service providers and publisher intermediar-
ies, publishers would expectedly have made all digital
transmission rights available to labels much as they now
accommodate store and club sales—i.e., at the time an
album or track is first recorded. Generally speaking,
these licenses can be transactional (i.e., per unit of use
or subscriber), full blanket (i.e., full use deals that allow

the licensee the complete rights to use a catalog for any
activity), or limited blanket (e.g., streaming only). As with
movies, licensing here would be market-mediated with-
out any need for government intervention.

Music publishers objected to comprehensive pass-
through licensing for digital reproductions because, inter
alia, they feared label accuracy and the resulting speed of
collection and payment.*! However, with digital technol-
ogy, publisher and label could have agreed to allow an in-
dependent trusted collection organization (such as Sound
Exchange) to monitor all relevant use data of tracks,
much as is now done for noninteractive streams used by
webcasters. The same organization could have been em-
powered to collect royalties, audit relevant accounts, and
dispense dollars.

“The present legislative impasse may give
all parties several months to catch their
breath and reassess their faith.”

Conclusion

With a profusion of legal definitions, the music indus-
try is reaching what Harvard’s Michael Heller and Nobel
Laureate James Buchanan term an anti-commons,*? the
consequence in IP negotiation that results when the rights
to complementary assets are diversely held. As a conse-
quence, any one rights owner can hold up the sale of the
final product, and extract some amount for its consent.
The inestimable loss here appears in the foregone good
deals that never come to be—apparently the case in 2001
through 2006.

The proffered solution of the CMA—compulsory
licensing and complex administration—should raise some
eyebrows. The mechanics of policymaking should not
be assumed to be trivial. Quoting the seminal researcher
Elinor Ostrom, “Instead of presuming that optimal insti-
tutional solutions can be designed easily and imposed at
low cost by external authorities, . . . ‘getting the institu-
tions right’ is a difficult, time-consuming and conflict-
invoking process.”# It is then a difficult and uncertain
process that consumes time, activates strong localized
private interests, and leads to a “tyranny of small deci-
sions” that trap the system in the wrong corner. The law
here dispatches market resolution to the dustbin.*

The present legislative impasse may give the parties
several months to catch their breath and reassess their
faith. One hopes that all parties can negotiate a resolution
before Congress returns to session.
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mediateAxrt

MediateArt provides low-cost alternative dispute resolution services to artists with conflicts that can
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212.319.2787 | www.vlany.org

NYSBA Entertainment, Arts and Sports Law Journal | Fall/Winter 2006 | Vol. 17 | No. 3 69



The Entertainment, Arts and Sports Law Section
Welcomes New Members

Michael T. Akerly

Monte Albers De Leon
Denise Amoateng

Peter V. Arcese

Charles M. Basamian
Jalila A. Bell

Jennifer Bellusci

Hamish R. Berry

Jason Ross Bleck

Cory L. Blitz

Michael S. Bogner
Melanie Lauren Bradshaw
Wendy Lynne Brasunas
Peter W. Brueggen
Michael A. Burke

Brian L. Burkin

Katherine Button

Donna M. Cameron
Rosemary Carroll

James John Cassidy
Nicholas Cerutti

Luisa Chau

Charles B. Ciago

Ian Cohen

Michele Alexandra Cohen
Elizabeth M. Columbo
Andrew John Contiguglia
Sebastian Ignacio Cucullu
Charles Theodore Danziger
Lesley DeCasseres
Raymond J. Dowd
Lauren Emerson

Taina Etienne

Stacey Faraci

Debra Ann Faulkner
Emily Favre

Christine Flammer

Carrie E. Flynn

Jesse Fox

Daniel Fried

Gwendolyn Sue Frost

Jed Garfunkel

Kimberly Garoon

Ronald A. Gregg

Dana S. Gross

Bradley Y. Harris
William Darryl Harris
Kristan E. Hildensperger
Nicholas Stone Holmes
Hyen Lim Hwang
Anthony J. M. Jones
Tara E. Jones

Adam E. Karhu

Daniel Palmer Kaufman
Janet Kealy

Allison B. Kelrick

Nidhi Kumar

Peter T. L'Official

Todd D. Larson

Patricia Maria Lattanzio
Jillian Amy Lazar
Jocelyn Elaine Leary
Jessica Blaine Lee

Amy Adrienne Lehman
Daniel Noah Lewis
Fran M. Mady

Philip Magri

David Mann

Elizabeth Joan Mannion
Michael F. Marino

Julio Michael Mathieu
Robert McGarr

Paul Jason Miller
Stephanie Lakesha Minor
Cathryn Alexandra Mitchell
Brian Griffin Murphy
Ryan Napolitano

Colin Casey O’Brien
Julius P. Panell

Richard Joseph Parent
Barbara Lynn Pedersen
Ingrid A. Pelzer

Stanley Pierre-Louis
Michael S. Pilo

K. C. Podlas

Michael S. Poster
Jonathan Marc Purow
Gina Rabuck-Anton
Roberto Antonio Reveron
Andriette Roberts
Jaycinth Robinson
Edgar H. Romney

Brad D. Rose

Chelsea Maren Rosen
Donald T. Ross

Kesari Ruza

Bernadette Anne Safrath
Federica Divine Sainte-Rose
John Sarason Saroff
Julie F. Schechter
Katherine-Anne Pantazis
Schroeder

Marc A. Schwartz
Jonathan Shade

Abe M. Shainberg

Mark William Shiner
Shulamit H. Shvartsman
Nadia Silk

Scott D. Simon

Janine S. Small

Jordan M. Smith

Steven Louis Smith
Andrew Klay Sonpon
Jason Noah Summerfield
Nicole V. Vitrano
Elizabeth Wade

Sheafe Benjamin Walker
Kelly P. Whiting

Karin E. Wichman
Jonathan S. Wiggins
Ayanna Sala Williams
Kathleen G. Williamson
Denise S. Wong

Stefanie Wulwick
Ricardo Yoselevitz

Jason B. Zeigler

James D. Zerafa

Anna M. Zornek

Upcoming EASL Journal Deadline: Friday, January 12, 2007

70

NYSBA Entertainment, Arts and Sports Law Journal | Fall/Winter 2006 | Vol. 17 | No. 3




Section Committees and Chairpersons

The Entertainment, Arts and Sports Law Section encourages members to participate in its programs and to contact the
Section Officers listed on the back page or the Committee Chairs or Co-Chairs for further information.

Alternative Dispute Resolution
Judith A. Bresler

41 Madison Avenue, 34th Floor
New York, NY 10010

(212) 974-7474

Judith B. Prowda

15 West 75th Street
New York, NY 10023
(212) 496-8658

Copyright and Trademark
Jay Kogan

1700 Broadway

New York, NY 10019

(212) 636-5465

Neil J. Rosini

488 Madison Avenue
New York, NY 10022
(212) 935-5500

Fine Arts

Judith B. Prowda

15 West 75th Street
New York, NY 10023
(212) 496-8658

Legislation

Steven H. Richman

32 Broadway, 7th Floor
New York, NY 10004
(212) 487-5338

Literary Works and Related Rights
Jennifer Unter

7 West 51st Street

New York, NY 10019

(212) 541-8641

Litigation

Paul V. LiCalsi

1221 Avenue of the Americas
New York, NY 10020

(212) 398-8334

Stanley Pierre-Louis
425 Park Avenue
New York, NY 10022
(212) 836-7188

Membership

Rosemarie Tully

One Suffolk Square, Suite 430
Islandia, NY 11749

(631) 234-2376

Motion Pictures
Stephen B. Rodner
410 Park Avenue
New York, NY 10022
(212) 326-0150

Mary Ann Zimmer

37 West 57th Street, Suite 701
New York, NY 10019

(212) 744-7410

Music and Recording Industry
Alan D. Barson

853 Broadway, Suite 1001

New York, NY 10003

(212) 254-0500

Gary E. Redente

750 7th Avenue, Suite 1900
New York, NY 10019

(212) 506-3932

Stanley H. Schneider

100 Park Avenue, 17th Floor
New York, NY 10017

(212) 201-9217

Pro Bono

Elissa D. Hecker

90 Quail Close
Irvington, NY 10533
(914) 478-0457

Elisabeth K. Wolfe
1000 Forest Avenue
Rye, NY 10580
(917) 232-4191

Programs

Michele Christina Cerullo
100 Park Avenue, 12th Floor
New York, NY 10017

(212) 907-0845

Joyce Sydnee Dollinger

1 Old Country Road, Suite 102
Carle Place, NY 11514

(212) 747-1010

Tracey Greco

1 Huntington Quadrangle
Suite 2501

Melville, NY 11747

(516) 233-7005

Publications

Elissa D. Hecker

90 Quail Close
Irvington, NY 10533
(914) 478-0457

Publicity, Privacy and the Media
Edward H. Rosenthal

488 Madison Avenue, 9th Floor
New York, NY 10022

(212) 826-5524

Sports

Ayala Deutsch

645 Fifth Avenue, 16th Floor
New York, NY 10022

(212) 223-5159

Anthony J. Dreyer

4 Times Square

New York, NY 10036
(212) 735-3097

Television and Radio
Pamela Cathlyn Jones
1495 Cross Highway
Fairfield, CT 06824
(203) 319-1606

Barry D. Skidelsky
185 East 85th Street
New York, NY 10028
(212) 832-4800

Theatre and Performing Arts
Jason P. Baruch

488 Madison Avenue, 18th Floor
New York, NY 10022

(212) 935-5500

Diane F. Krausz

23 East 22nd Street, 3rd Floor
New York, NY 10010

(212) 244-5292

Young Entertainment Lawyers
Jennifer Romano Bayles

600 3rd Avenue, 20th Floor
New York, NY 10016

(212) 692-7819

Camrin Lea Crisci
488 Madison Avenue
New York, NY 10022
(212) 446-9793

NYSBA Entertainment, Arts and Sports Law Journal | Fall/Winter 2006 | Vol. 17 | No. 3 71



Publication of Articles

The Journal welcomes the submission of articles
of timely interest to members of the Section. Articles
should be submitted with biographical information
either via e-mail or on a 3%2" diskette (preferably in
WordPerfect or Microsoft Word) along with a laser-
printed original. Please submit articles to:

Elissa D. Hecker

90 Quail Close
Irvington, NY 10533
eheckeresq@yahoo.com

WWW.NYSBA.ORG/EASL

NEW YORK STATE BAR ASSOCIATION
ENTERTAINMENT, ARTS AND SPORTS LAW SECTION

One Elk Street, Albany, New York 12207-1002

ADDRESS SERVICE REQUESTED

Entertainment, Arts and
Sports Law Journal

Editor

Elissa D. Hecker

Law Office of Elissa D. Hecker

90 Quail Close

Irvington, NY 10533 ¢ eheckeresqg@yahoo.com

Section Officers

Chairman

Alan D. Barson

Law Office of Alan D. Barson

853 Broadway, Suite 1001

New York, NY 10003 e alan.barson@barsongs.com

Vice-Chairman

Kenneth N. Swezey

Cowan, DeBaets, Abrahams & Sheppard LLP
41 Madison Avenue, 34th Floor

New York, NY 10010 e kswezey@cdas.com

Secretary

Judith B. Prowda

15 West 75th Street

New York, NY 10023 e judithprowda@aol.com

Assistant Secretary

Michele Christina Cerullo

Labaton Sucharow & Rudoff LLP

100 Park Avenue, 12th Floor

New York, NY 10017 e mcerullo@labaton.com

Treasurer

Steven H. Richman

Board of Elections—City of New York

32 Broadway, 7th Floor

New York, NY 10004 e srichman@boe.nyc.ny.us

This Journal is published three times a year for members of
the Entertainment, Arts and Sports Law Section of the New
York State Bar Association. Members of the Section receive
the Journal without charge. The views expressed in articles
published in this Journal represent those of the authors
only, and not necessarily the views of the Editor, the Enter-
tainment, Arts and Sports Law Section or the New York
State Bar Association.

We reserve the right to reject any advertisement. The New
York State Bar Association is not responsible for typograph-
ical or other errors in advertisements.

©2006 by the New York State Bar Association.
ISSN 1090-8730

NON PROFIT ORG.
U.S. POSTAGE
PAID
ALBANY, N.Y.
PERMIT NO. 155




