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Message from the Chair

Another successful Annual
Meeting!

Thank you to everyone who
joined us at the Annual Meeting
in January in Manhattan. An out-
standing program, “Judicial and
Legal Activism and Their Impact
on the Practice of IP Law,” fea-
tured a keynote address by the
Honorable Randall R. Rader,
Chief Judge of the Court of
Appeals for the Federal Circuit. Panels dealt with timely
topics such as branding and rebranding, fashion design
protection, advertising law, judicial activism in damages
analyses, and legal ethics in the digital world.

Kelly M. Slavitt

The Section again hosted a table at the highly success-
ful Diversity Reception in connection with the Annual
Meeting, with Executive Committee members on hand to
answer questions, promote the Section, encourage new
memberships, and make new friends. And the Section
again hosted a reception at the end of the day’s CLE
program, targeted at Young Lawyers. This reception con-
tinues to be an excellent way for us to recruit and mentor
young lawyers and to get them involved in the Section.

With the Annual Meeting behind us, we’ve started
planning our Fall Meeting. Mark your calendars for
October 17-20, 2013 at The Sagamore. Marc Lieberstein
of Kilpatrick Townsend & Stockton LLP, David Bassett
of Wilmer Hale LLP, and Itai Maytal of Miller Korzenik
Sommers LLP are putting together an internationally fo-
cused program for us this year. Watch for details, and sign
up before it sells out.

Our committees have also been active. The Trade-
mark Law Committee hosted a roundtable on IP licenses
in bankruptcy, and the Litigation Committee presented
a program on litigation strategy featuring speaker Fred

Whitmer of Kilpatrick Townsend, author of Litigation Is
War: Strategy and Tactics for the Litigation Battlefield. Visit
www.nysba.org/IPL for details on upcoming committee
roundtables and events. If you have not yet done so, I
also encourage you to join an IP Law Section committee;
see the “Join this Section” link on the Section’s web page.

Our two new initiatives are going extremely well.
The first is the renewed focus on our committees. One of
the committees hosts each monthly Executive Commit-
tee meeting and updates us on a topic in that area and
reports on the events they are planning for the year. We
are also making an effort to do more joint programs with
multiple committees and with other Sections. Statistics
show an increase in Section membership that I attribute
to our ability to recruit new members through these
smaller outreach programs where potential members
have the ability to meet existing members in a smaller
setting and get to know us better.
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The second is the In-House Initiative. You may have
noticed that our Committee Chairs are more diverse—
one in-house attorney and one law firm practitioner for
each committee. You also may have noticed at the Fall
Meeting and Annual Meeting, as well as at our commit-
tee CLE programs, that our panelists are increasingly di-
verse in their practices. Our goal of an in-house practitio-
ner on each panel is becoming a reality, as is our goal of
more diverse panels comprised of a mix of law firm prac-
titioners, government officials, and non-profit attorneys.
Cheherazade Chemcham of Louis Vuitton is chairing this
initiative. She has worked with the Membership Depart-
ment to identify in-house members of NYSBA and of

the IP Law Section who would be most interested in this
initiative and the related events. The kick-off event is in
its final planning stages, so watch for an announcement.
I'hope you'll join us to further the Initiative’s goal of pro-
moting new relationships, membership, and diversity.

If you want to get involved, or more involved, in
the Section’s activities, please email me at kelly.slavitt@
rb.com and let me know your area of practice and how
you would like to be involved. We'll be happy to find a
way to accommodate you.

Kelly M. Slavitt

Thank You
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* Kilpatrick Townsend & Stockton LLP

e Kramer Levin Naftalis & Frankel LLP
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Transitioning to the America Invents Act

By Christopher White

1. Introduction

The America Invents Act' (AIA) has been in full ef-
fect since March 16, 2013. The AIA represents the most
sweeping change the U.S. patent law has seen since 1952.2
As with previous changes in the law, patent practitio-
ners will be prosecuting old-law applications in parallel
with new-law applications for years to come. Although
the changes in the AIA are numerous, they are not as
significant in day-to-day prosecution as might have
been feared. This article discusses the effects of these
changes on patent procurement and provides reference
tables for use when switching between work on pre-AIA
applications and work on AIA applications. It provides
an overview of pre-AIA and AIA statutes, a comparison
of first-inventor-to-file provisions to the former first-to-
invent provisions, and analysis of the laws relating to the
best-mode requirement and publication before filing.

“Although the changes in the AIA are
numerous, they are not as significant in
day-to-day prosecution as might have
been feared.”

The AIA primarily amends Title 35, U.S. Code
(U.S.C.), the patent law. I use “AIA” to refer to both the
AIA statutes and the rules in Title 37, Code of Federal
Regulations (C.F.R.), as amended to conform to those
statutes. Prior to the AIA, the CREATE Act® was the last
substantive change to the patentability standards.* I
therefore refer to the pre-AIA 35 U.S.C. and 37 C.ER. as
the “CREATE” law for convenience. All references herein
to the Manual of Patent Examining Procedure (MPEP) are
to MPEP E8RY (8th ed. 2001, Rev. 9, Aug. 2012).

Il. Comparison of CREATE and AIA Provisions

A. First-Inventor-to-File Versus First-to-Invent

The CREATE system is a “first-to-invent” system, so
the date of invention and the date of filing both can be
considered in determining patentability. In contrast, the
AIA system is a “first-inventor-to-file” system. Gener-
ally, only the date of filing, not the date of invention, is
relevant to patentability under the AIA. Unlike the pure
“first-to-file” system found in many jurisdictions around
the world, the AIA’s “first-inventor-to-file” system pro-
vides a unique grace period for inventor disclosures and
a unique set of procedures for demonstrating that a pat-
ent applicant derived a claimed invention from another.

First-inventor-to-file is not as drastic a change from
first-to-invent as it may seem. It is true that the critical

dates for patent applications are different under AIA than
under CREATE, so the content of the prior art will be dif-
ferent. However, the form and content of rejections should
be largely the same. Effective rebuttals of rejections also
should generally be the same under AIA as under CRE-
ATE. The U.S. Patent and Trademark Office (PTO) has
stated that “Office personnel may and should continue to
rely upon pre-AIA 35 U.S.C. §§ 102 and 103 case law and
the discussion of that case law in MPEP chapter 2100,”
except where the AIA specifically does not carry forward
a CREATE principle of law.® Principles of law still valid
under AIA include, for example, the KSR standard of
obviousness.”

In addition to its similarities to CREATE law, the AIA
system is also similar in many ways to practice in other
jurisdictions, such as Europe and China. For example, in
Europe, European Patent Convention (EPC) Art. 60(2)
provides that the inventor with the earlier filing date is
entitled to the patent, similar to AIA 35 U.S.C. § 102(a)(1).
Art. 61(1) EPC? establishes remedies for an actual inventor
who is “entitled to the grant of a European patent” when
the applicant for patent is not; this is similar on its face to
“derivation proceedings” provided by the AIA.!? Chinese
practice is similar; Art. 9 of the Chinese patent law!! sets
forth that the first applicant to file for an identical inven-
tion receives a patent. Art. 65'2 provides penalties for
“[usurping] the right of an inventor or creator to apply for
a patent” not made for hire.

Patent procurement under the AIA thus should not be
unfamiliar territory. Practitioners accustomed to pros-
ecuting in the United States, Europe, or China will find
much that is familiar. Moreover, the standards for drafting
applications continue largely unchanged; the written-
description and enablement requirements carry forward
unchanged from CREATE. Although the AIA best mode
requirement has generated considerable controversy, I
also recommend carrying best mode practice forward
from CREATE.

B. The Best Mode Requirement

35 U.S.C. § 112, both AIA and CREATE, sets forth that
“the specification...shall set forth the best mode contem-
plated by the inventor of carrying out his invention”
(CREATE, emphasis added). The “best mode” require-
ment remains in the statute under AIA. However, the ATA
provides that “failure to disclose the best mode shall not
be a basis on which any claim of a patent may be canceled
or held invalid or otherwise unenforceable.”!3 Moreover,
domestic priority claims to provisional or nonprovisional
applications are no longer barred if the priority applica-
tion does not set forth the best mode.'
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The removal of the best mode requirement from liti-
gation and from priority claims has caused much discus-
sion about the “death” of the best mode requirement.!®
But the best mode requirement still exists and is enforce-
able during examination.!® The AIA’s provisions are not
entirely internally consistent; each application is still re-
quired by the letter of the law to set forth the best mode,
but no post-grant penalty attaches to failure to do so.
Furthermore, recent case law expressly interprets away
the plain meaning of the statute by substituting “lack of
concealment” for explicit disclosure.!” Should a judge or
justice at some point pause on the variance between the
“shall set forth” of the statute and the “lack of conceal-
ment” standard developing in the case law, a change in
best mode might come about. Therefore, I recommend
continuing to disclose the best mode as under CREATE
in case the law changes.

In addition, failure to disclose the best mode may put
priority claims at risk. The Paris Convention states that
“a regular national filing [is] any filing that is adequate to
establish the date on which the application was filed in
the country concerned.”!® Such a “regular national filing”
“[gives] rise to the right of priority.”!” There now are two
ways to look at U.S. best mode law with regard to
whether an application that does not disclose the best
mode still gives rise to a right of priority under the
Paris Convention (and thus also under PCT, the Patent
Cooperation Treaty?”). On the one hand, 35 U.S.C. §
111(a)(2), both CREATE and AIA, states that an “applica-
tion shall include—(A) a specification as prescribed by
section 112.” Section 112, both CREATE and AIA, states
that “the specification...shall set forth the best mode”
(emphasis added).?! Therefore, one could argue that a
U.S. application that does not disclose the best mode is
not complete, so it is not entitled to a filing date and thus
does not give rise to a right of priority.

On the other hand, AIA 35 U.S.C. §§ 119(e) and 120
provide that a domestic priority application does not
have to set forth the best mode. Therefore, a filing that
does not set forth the best mode is arguably “adequate
to establish the date on which the application was filed”
in the United States, for purposes of claiming priority
in the United States. Therefore, such a filing also would
be adequate to obtain a Paris right of priority. Until this
question is litigated and one of these interpretations is
selected, I recommend including the best mode in patent
applications.

C. Date of Invention Versus Effective Filing Date
and Derivation Proceedings

Under both CREATE and AIA, each claim has a
single “birthday.” This is the earliest date used to deter-
mine what is prior art. The AIA applies to any patent
application as soon as that application includes any claim
with a birthday (specifically, an “effective filing date,”
as discussed below) on or after March 16, 2013. Once

an application is under the AIA, it stays under the AIA
even if all claims with birthdays from March 16, 2013, are
canceled.?2 Moreover, all continuations, divisionals, or
continuations-in-part of an AIA application are under the
ATA.

Under CREATE, a claim’s birthday is the date the
claimed subject matter was invented. Specifically, the
birthday is the earliest date at which the inventor had
“possession of either the whole invention claimed or
something falling within the claim (such as a species of
a claimed genus), in the sense that the claim as a whole
reads on it.”?* Normally, the birthday is the filing date of
the application (“constructive reduction to practice”)?*
or the date the claimed device was actually made or the
claimed method was first practiced (“actual reduction to
practice”).?

Under AIA, a claim’s birthday is the “effective filing
date.” This is the filing date of the earliest application in
a priority chain that supports the claim.?® If the claim is
in an original (non-continuing) application, the effective
filing date is simply the filing date of that application.
Under CREATE, 37 C.ER. § 1.131 affidavits could be used
to “swear back” of references, i.e., to show an earlier date
of invention than a reference to disqualify that reference
as prior art under CREATE 35 U.S.C. § 102(a). Under the
AIA, these affidavits are no longer available, since prior
art critical dates are not reckoned from the date of inven-
tion. However, as under CREATE, records should still be
kept of conception, diligence, and reduction to practice, to
be able to prove derivation should it become necessary.

Derivation proceedings, which replace interference
practice, permit a petitioner to challenge a claim as not
having been invented by the named inventors but instead
having been derived from the petitioner.?” Derivation
proceedings must be filed in a pending patent or reissue
application within one year of publication of the applica-
tion as a pre-grant publication or patent, when an earlier
filed application includes an allegedly derived, patentably
indistinct invention.?8

D. Prior Art

AIA broadens the scope of prior art in some ways and
narrows it in others. AIA adds to the available prior art
some references between the date of invention and the
date of filing. However, AIA narrows prior art by exclud-
ing from prior art commonly assigned applications and
patents published after the filing date.?” CREATE pro-
vided this exclusion for obviousness, and the AIA extends
the exclusion to novelty. AIA also excludes private sales
and other activity not available to the public from the
prior art. AIA 35 U.S.C. § 102(a)(1) describes prior art as
that, among other things, “in public use, on sale, or other-
wise available to the public” (emphasis added). There was
some ambiguity in the language and in the Congressional
Record as to whether “available to the public” modified
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“on sale.” Until the courts rule on this question, the PTO
has adopted the interpretation that “public” does modify
“on sale,” so private sales are no longer prior art.>

Table 1 is a reminder of the types of prior art avail-
able for use in rejections under CREATE. For reference as
you start to receive AIA office actions, look up the AIA
basis for rejection in Table 2 to find the corresponding
CREATE provision.

E. Post-Grant Review

The AIA provides a variety of new post-grant op-
tions. However, most of them (e.g., reissue and Certifi-
cates of Correction) carry forward from CREATE. Tables
3 and 4 summarize the CREATE procedures and the AIA
procedures, respectively. Table 5 is a timeline showing
generally when the various AIA post-grant provisions,
and derivation proceedings, are applicable.

Post-grant review?! is a new procedure somewhat

similar to opposition in the European Patent Office. With-
in nine months of issuance, the requester can challenge

a claim under any ground that can serve as a defense in
litigation.3? This includes AIA 35 U.S.C. § 112 minus the
best-mode requirement (discussed below). A new tran-
sitional program for covered business method patents is
very similar to post-grant review but with restrictions on
the prior art available.?® There is no nine-month deadline,
but it is only applicable to certain business method pat-
ents. Moreover, the program only runs until September
16, 2020.34

The AIA replaces inter partes reexamination with a
new inter partes review procedure.® Inter partes review is
designed to align more closely with the flow of patent liti-
gation than inter partes reexamination. Inter partes review
must be requested within one year of being notified of
alleged infringement and automatically stays any subse-
quently filed civil suit.

Supplemental examination® is a new AIA procedure
that permits the patent owner to request reexamination
on a broader range of issues than normal ex parte reexam-
ination (which itself carries forward largely unchanged
from CREATE to AIA). Via supplemental examination
the patent owner can request ex parte reexamination for
any information that raises a substantial new question
of patentability (“SNQ”). This is in contrast to normal ex
parte reexamination, which permits the patentee or a third
party to request reexamination based only on patents or
printed publications that are prior art and that raise an
SNQ.¥”

Supplemental examination was designed, at least in
part, to permit patent owners to restore value to issued
patents tainted by legal errors during prosecution. This
provision addresses a long-felt concern over litigation
to invalidate a patent because of inequitable conduct,
independent of the patentability of any claim.? To ad-
dress this concern, the AIA provides that submitting the

supplemental examination request generally forecloses
a holding of unenforceability based on the information
submitted with the request.*

Il. Publications, Disclosures, and Statutory Bars

A. Statutory Bars

Under CREATE, the phrase “statutory bar” generally
referred to 35 U.S.C. § 102(b) prior art, particularly pub-
lications or other public disclosures. These events could
not be sworn back of using a CREATE 37 C.ER. § 1.131 af-
fidavit (as discussed above), and filing even one day late
would result in a loss of patent rights.

Under the AIA, all prior art is a “statutory bar” as
practitioners have been accustomed to thinking about
it. There is almost no way to overcome a disclosure by
another made before a claim’s birthday, and the one-year
grace period provided for public disclosures by the inven-
tor now applies uniformly to all AIA prior art.*!

The one way to overcome a prior disclosure by an-
other who did not derive the information disclosed from
the inventor is this: if the inventor has publicly disclosed
the invention, prior art arising after the inventor’s dis-
closure is not prior art against the inventor’s later patent
application.*? A similar exception was implicit in CREATE
§ 102(a); if a public disclosure proved a date of invention
before the date of filing, references arising after the date
of the disclosure were therefore after the date of invention
and so not prior art under CREATE § 102(a). This excep-
tion is now clearly stated in the AIA.

B.  “First to Publish”

The AIA exceptions to prior art after the inventor’s
disclosure® led some commentators to regard early drafts
of the AIA as establishing a “first-to-publish” system.**
That is, the statutory exceptions of AIA §§ 102(b)(1)(B)
and 102(b)(2)(B) led some to believe that publishing as
early as possible, up to a full year before filing the ap-
plication, would take maximum advantage of the grace
period and reduce the space of prior art available against
the application.

I do not recommend following this line of thinking.
Under the AIA Examination Guidelines,* if the inven-
tor’s disclosure contains certain elements, any element in
a disclosure intervening between the inventor’s disclo-
sure and the effective filing date of the application that is
not one of those certain elements will be available as prior
art.%® The only exception is that an intervening “more gen-
eral description of the subject matter previously publicly
disclosed by the inventor or a joint inventor” will not be
prior art. For example, an intervening genus disclosure is
not prior art if the inventor’s disclosure contained a spe-
cies in that genus.*” This also applies to the AIA § 102(b)
(2)(B) exception to AIA § 102(a)(2) (similar to CREATE §
102(e)) prior art.*8
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Therefore, making a public disclosure that starts the
one-year grace-period timer of AIA 35 U.S.C. § 102(b)
has largely the same drawbacks as filing a provisional
application and none of the benefits. Like a provisional,
the public disclosure has the drawback that it does not
provide any protection or priority date for subject matter
developed between the disclosure and the filing. Un-
like a provisional, which gives rise to a right of priority,
the publication does not provide a basis to claim prior-
ity. Also unlike a provisional, the publication serves as
a statutory bar in absolute-novelty jurisdictions.*’ The
only advantage of publication under AIA is that it may
be used to show disclosure of the invention before an
intervening disclosure and so trigger the prior-art excep-
tions of §§ 102(b)(1)(B) and (b)(2)(B) to the extent of what
is disclosed in the publication.*® This does not appear to
justify considering the AIA a “first-to-publish” system. I
recommend continuing to think of an inventor’s pre-
filing publications as statutory-bar events. If you hap-
pen to have a case with a pre-filing publication and an
intervening disclosure, certainly take advantage of AIA
35 U.S.C. §§ 102(b)(1)(B) and (b)(2)(B), but do not count
on deriving any particular benefit from those sections in
any given case.

C. Effect of Disclosures Before the Effective Date of
AlA on Applications Filed Under AIA

The effect on AIA applications of disclosures made
after March 16, 2012 is very similar to the effect had the
AIA not been enacted. In general, if a patent applicant
is able to claim priority of the disclosure, the effective
filing date of the claim is that of the disclosure. If the
applicant is not able to claim priority of the disclosure,
and it was a public disclosure, AIA 35 U.S.C. §§ 102(b)(1)
(B) and 102(b)(2)(B) may remove intervening disclosures
from the prior art. Assuming that an earlier disclosure
took place between March 16, 2012, and March 15, 2013,
and a nonprovisional application is to be filed on or after
March 16, 2013, the following paragraphs describe the
effects of various types of earlier disclosures on the non-
provisional to be filed.

If the earlier disclosure was a public disclosure, e.g.,
a conference paper, there is a one-year bar date. Just as
the disclosure started a CREATE 35 U.S.C. § 102(b) one-
year clock running, that clock continues under AIA 35
U.S.C. §102(b)(1)(A). File the nonprovisional within one
year or the public disclosure will be prior art under AIA
§ 102(a)(1). However, keep in mind that the AIA 35 U.S.C.
§§ 102(b)(1)(B) and 102(b)(2)(B) exceptions may apply.

If the earlier disclosure was a provisional application,
the question is whether the nonprovisional can claim the
priority date of the provisional.’! As long as the provi-
sional satisfies the written-description and enablement
requirements of AIA 35 U.S.C. § 112(a), its priority can be

claimed under AIA § 119(e) (best mode is not required).
Therefore, the AIA “effective filing date” of the applica-
tion is the date of the provisional, so the application will
be examined under CREATE rules unless a new, March-
16-on claim is added to it.

However, if the provisional does not satisfy the
written-description and enablement requirements, and a
publication claiming the priority of that provisional later
publishes, that publication is prior art as of the date of the
provisional. However, the AIA 35 U.S.C. §§ 102(b)(2)(A)
and 102(b)(2)(C) exceptions will prevent the provisional
from being used against the nonprovisional application as
long as the provisional shares an inventor with the non-
provisional or was commonly owned as of the filing date
of the nonprovisional.

If the earlier disclosure was a nonprovisional ap-
plication, as with a provisional, if the parent application
provides written description and enablement, the child
application has the filing date of the parent. If the parent
application does not provide those, its eighteen-month
publication will be prior art against the later application
under AIA 35 U.S.C. § 102(a)(2) if the AIA §§ 102(b)(2)(A)
and 102(b)(2)(C) exceptions do not apply.

If the earlier disclosure is a U.S. application claim-
ing foreign priority, remember that the Hilmer doc-
trine was abolished by the AIA, so U.S. applications
claiming foreign priority are prior art as of their foreign
priority dates. There is no one-year bar on unpublished-
patent-document prior art (AIA 35 U.S.C. § 102(a)(2)), so
common-inventor or commonly assigned U.S. patents
and applications claiming foreign priority but published
after the filing date of the nonprovisional are not prior art
against that nonprovisional.

As under CREATE, novelty-defeating events are still
significant. When filing an application in view of a pre-
AIA disclosure, consider the subject matter carefully, just
as you would have under CREATE in view of an earlier
disclosure.

lll. Conclusion

Under AIA as under CREATE, the daily work of a
patent practitioner is to draft applications that satisfy
35 U.S.C. § 112 and to argue that cited references do not
anticipate claims or render them obvious (35 U.S.C. §§
102-103). The AIA should not significantly change appli-
cation-drafting practice. Although the AIA does change
which documents can be used in rejections, it does not
change the form or content of rejections nor the ways of
arguing in response to them. There is significant continu-
ity from CREATE to AIA, and practitioners will likely
readily adapt to the new laws.
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Table 1: Types of Prior Art under CREATE

Paragraph | Relevant date Prior art before the relevant date is
in § 102
(@) Date of invention | what was known or used by others in the U.S. or patented or published anywhere

(b) One year before what was patented or published anywhere, or
date of filing in public use in the U.S. or

on sale (public or private) in the U.S.

(c) N/A abandonment of the invention (not any specific application claiming the invention)

(d) Date of publication | a foreign patent by the applicant applied for more than one year before the U.S. filing
date and issued before the U.S. filing date

(e) Date of invention |a U.S. patent or pre-grant publication filed before the date of invention or a PCT
application designating the U.S. and filed in English before the date of invention

63) N/A theft of the invention: claims applied for by someone who “did not himself invent the
subject matter sought to be patented” will be rejected under 102(f)

(g) Date of invention | invention of the same claimed subject matter by another who reduced it to practice

first or conceived it first and diligently worked until reduction to practice, even if
reduction to practice was after the applicant’s date of invention

Table 2: Comparison of CREATE and AIA Patentability Provisions

The table is sorted by CREATE provisions rather than AIA provisions, since many of the specific provisions of
CREATE no longer exist under AIA. The “keyword” column is a quick reminder of what the CREATE provision covers.

CREATE §,9 Keyword AIA S, 1 Description
102(a) pre-invention 102(2)(1) All non-patent-document prior art is now under AIA 35 U.S.C.
102(b) pre-filing § 102(a)(1) and relates to the effective filing date.
102(c) .aband(.)rung the Activity before the effective filing date is no longer relevant
102(d) invention None (see MPEP 2134)
prior foreign patent '
PCT applications designating the U.S. now count, even if they
102(e) unpublished patent 102(2)(2) are not in English.> (This provision may turn out to be one of
prior art the more significant changes to prior art, especially as machine
translation tools improve.)
. No direct Nothing in the AIA directly covers former § 102(f).>* However,
stealing the equivalent; see . o L
102(f) ) : the PTO presently plans to reject applications naming incorrect
mvention §§ 115 (b)(2), inventors under both §§ 101 and 115.%
(h)(3); 135; 291 ‘
N/A; see §§ 135 Since date of invention is no longer relevant, except to the extent
102(g) Interference 291 / ’ | that an application was derived from another, interference
practice no longer exists.
. Various exceptions and details have been moved into AIA 35
103(a) Obviousness 103 U.S.C. §102, so § 103 now covers only CREATE § 103(a).
biotech This provision imputed the non-obviousness of a composition
103(b) composition None of matter to commonly assigned methods of making or using
roczss clairéls that composition. The provision has been removed; each claim
P now stands or falls on its own.
exception to (e)-(g) This exception has been moved into § 102. Therefore,
103(c) for cgmmonl _ & 102(b)(2)(C), commonly-assigned patents and published applications filed
assiened art y 102(c) before the effective filing date but published after are now no
& longer prior art for obviousness or novelty.>®
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Table 3: Summary of CREATE Post-Grant Procedures

CREATE Procedure

Applies to

Effect

Reissue®”

Any issued patent that is “through
error without any deceptive intention,
deemed wholly or partly inoperative
or invalid.”*® Clerical errors do not
qualify.>

Prosecution is reopened, and any error as
described in “applies to” can be corrected,
including errors in priority claims.

Broader claims can be presented within two years
of the original issue date.

Certificate of
Correction®

A patent containing a mistake the record
shows to be the PTO’s fault,®! or a minor
error that is the Applicant’s fault.®?

The corrected patent is as if it had been issued in
corrected form.

Correction of
inventorship®

Inventors listed incorrectly, or omitted
incorrectly, through error without
deceptive intention.

Correcting inventorship errors means those errors
are no longer grounds for invalidating the patent.

If not all inventors are in agreement about the
change, use reissue instead.

Terminal Disclaimer®*

Most commonly used in pending
applications; however, can also be used
in issued patents.

Overcomes nonstatutory obviousness-type double-
patenting rejections in pending applications.®

Statutory Disclaimer®®

any issued patent.

Makes the disclaimed claims ineffective; dedicates
their contents to the public.

Ex parte reexamination®”

any issued patent with a claim for
which a “substantial new question of
patentability” is raised by prior art.%

Re-opens examination, particularly to consider
the claims with respect to the cited art. Can be
used by patentees to preemptively establish the
presumption of validity over new art. Can also be
used by opponents to challenge patent validity.

Inter partes A patent issued on an application filed | As ex parte reexamination, but the third-party
reexamination® on or after Nov. 29, 1999. Only a third requester is able to respond to the patentee’s
party files, not the patentee. arguments.
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Table 4: AIA Post-Grant Procedures

Procedures that are substantially unchanged from CREATE are listed “As in CREATE” in the Status column and are
described only briefly. See Table 3 for more details.

AIA Procedure Status Applies to Effect

Reissue”’ As in CREATE | “inoperative” issued patents Corrects the error

Certificate of As in CREATE | PTO or clerical errors Corrects the error

Correction”!

Correction of As in CREATE | Inventors listed or omitted Corrects the error

inventorship”? through error

Terminal Disclaimer” | As in CREATE | Generally, pending applications | Overcomes nonstatutory double-patenting

rejections

Statutory Disclaimer’ | As in CREATE | Any issued patent Makes the disclaimed claims ineffective

Ex parte Broader than | Any issued patent with a claim | Re-opens examination, particularly to

reexamination”” in CREATE for which a “substantial new consider the claims with respect to the

question of patentability” is cited art. Unlike CREATE, patent owner’s

raised by prior art.”® Can be statements of record in court or PTO

filed by patentee or a third proceedings can be considered during re-

party. examination, although they cannot trigger
re-examination.”’

Post-grant review”8 New Any issued patent, within nine | The requester can challenge a claim under

months of the issue date (or any ground that can serve as a defense in
reissue date). Only a third party | litigation.” This includes AIA 35 U.S.C. 112
files, not the patentee. minus the best-mode requirement.

Transitional program | New A patent with claims for Substantially as post-grant review but with

for covered business data processing for financial restrictions on the prior art available.®

method patents products or services, provided
the requester has been accused
of infringement. Does not need
to be filed within nine months
after grant. Only a third party
files, not the patentee.

Inter partes review®! Replaces Any issued patent, starting nine | The requester can challenge a claim under
inter partes months after issue or after a AIA 35 U.S.C. 102 or 103 on the basis of
reexamination | post-grant review. Only a third | patents or printed publications.

arty files, not the patentee. L
party p Must be requested within one year of an
allegation of infringement.

Supplemental New Any issued patent. May be filed | The patent owner can request ex parte

examination®? by the patentee only. reexamination for any information that

raises a substantial new question of
patentability. Submitting the supplemental-
examination request generally forecloses

a holding of unenforceability based on the
information submitted with the request.®®
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Table 5: Timeline of AIA Post-Grant Procedures

File terminal
or statutory
disclaimer.

Date Action by patentee By either Action by third party
S F Requesta |
...... Patent issues derivation
Request Request proceeding Request Request a Request post-
reissue (error | supple- (same claimed | oy jgrte transitional grant review.
""" issue+9 | thatrenders mental Invention; file | reexamination. proceeding
months the patent examin- within one (to consider (post-grant
""""""""""""""""""""""" inoperative); | ation® (any year 'Of own a substantial review) if Request inter
information application new question the patent artes review.
Request that raises a publication or | o patentability | is a covered P '
............................................. certlﬁcgte of substantial of issuance). raised by business
issue +12 correction new patents or method
months (I;TQ (ir question of printed patent.
............................................. erorg; | PRtenabilit: | ] publications)
Infringement
alleged Correct Request
........................................... inventorship; before Sept.
........................................................................................... 16, 2020.
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Clarifying Intellectual Property Rights in Secured

Transactions
By Fitzgerald Angrand

l. Introduction

The conflict between the law of secured transac-
tions and intellectual property law makes it an area ripe
for legislative action. With the emergence of intellectual
property as a driving economic force, Congress should
consider establishing a centralized system from which in-
tellectual property can be more easily and efficiently used
as collateral by businesses. The law currently struggles
to facilitate capital-raising by both emerging and estab-
lished companies that have valuable intellectual property
rights. As a result, practitioners, lenders and debtors are
left with uncertainty concerning many of the nuanced
issues relating to secured transactions. Creating a fed-
eral registry for secured interests in intellectual property
would provide the certainty and efficiency necessary to
establish, maintain, record, and transfer rights in intellec-
tual property and thereby ensure the sustained growth of
its financing.

This article addresses the role of commercial law
in promoting the use of secured credit by minimizing
transaction costs and enabling simplicity and efficiency in
secured transactions. It details basic concepts of intellec-
tual property and secured transactions and discusses the
issues and conflicts that arise in the field of secured trans-
actions in intellectual property. It also examines prior ef-
forts to ameliorate some of the problems in this area, and,
finally, proposes a legislative solution.

ll. The Law of Secured Financing

The purpose and objective of the law of secured
transactions is to promote the use of secured credit by
allowing parties to obtain security rights in a simple and
efficient manner. Secured financing is predicated on the
terms by which creditors agree to extend credit.! These
terms reflect various factors, the most important of which
is the transaction costs of making the loan. Ultimately,
these costs are passed on to the debtor and borne by soci-
ety as a whole. The role of the law in secured transactions
is to bring certainty to financing transactions, thereby re-
ducing transaction costs and the costs of credit.? Because
of the constant threat of bankruptcy and default, creditors
take measures necessary to ensure that the debtor does
not engage in behavior that will threaten its ability to
repay. Rather than forcing the creditor to incur the costs
of protecting its loan and preventing debtor misbehavior,
the law of secured transactions provides rules and proce-
dures meant to do so.?

In a credit transaction of any complexity, to protect its
security interest the creditor will engage in some moni-

toring and demand additional compensation for whatever
risk of misbehavior remains after all cost-justified moni-
toring steps have been taken.* This monitoring is a result
of the creditor’s informational disadvantage. Typically,
the existence of any liens or encumbrances on intellectual
property rights currently is known only to the debtor,
despite being critical to the creditor’s decision-making
process.® Costs associated with the risk of debtor mis-
behavior—such as the cost of the creditor’s monitoring
activities and the cost of the increased compensation the
creditor will demand for assuming the risk of misbehav-
ior—that cannot be eliminated by cost-justified monitor-
ing can be eliminated through legislative change.® Instead
of forcing parties to structure their agreement to minimize
these costs, the law should eliminate the creditor’s infor-
mational disadvantage and allow for both parties to share
in the savings that derive from the efficiency.

“Creating a federal reqistry for secured
interests in intellectual property would
provide the certainty and efficiency
necessary to establish, maintain, record,
and transfer rights in intellectual property
and thereby ensure the sustained growth
of its financing.”

The core principles of the law of secured transactions
should supply the basis for assessing the state of secured
transactions and for identifying the need for reform. The
European Bank, in an attempt to assist member nations
in adopting the European Bank for Reconstruction and
Development’s (EBRD) 1994 Model Law of secured trans-
actions, published a list of core principles to be considered
when implementing the law of secured transactions.”

An important principle was that the law should provide
confidence in reducing the risk of giving credit, which,

in turn, would increase the availability of credit on im-
proved terms.® When analyzing the guiding principles for
registry systems, the EBRD acknowledged that the system
for publicizing information should be simple, fast, and in-
expensive.’ Despite being based on the European model,
the effectiveness of the EBRD’s core principles hold true
for secured transaction law in general.

Ill. Fundamentals of Secured Transactions in
Intellectual Property

With the growing role of intellectual property in the
economy, every effort should be made to facilitate the use
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of these property rights in financing agreements. This can
be achieved most easily by minimizing the complications
that arise in connection with transactions. Intellectual
property is a crucial part of the country’s economic in-
frastructure. For businesses, intellectual property rights
serve as market differentiators that increase the overall
value of a product or service. Many secured agreements
now use intellectual property as collateral. Given intel-
lectual property’s growing popularity in secured transac-
tions and its role in our economy, the law should assure
that such transactions are simple and efficient. However,
issues relating to the use of intellectual property as col-
lateral persist, and legal uncertainty causes delays and
significantly increases the cost of loan transactions. Leg-
islatures should work to eliminate the issues that arise in
this context.

IV. Intellectual Property Rights

U.S. law recognizes four types of intangible intel-
lectual property: trade secrets, patents, trademarks, and
copyrights. These rights are governed, respectively, by
tort and contract law, the Patent Act, the Lanham Act,
and the Copyright Act. In addition, to the extent allowed
by federal law, states have enacted relevant rules and
regulations.

A. Trade Secrets

A trade secret is any information, including formu-
las, patterns, devices, or compilations, that can be used in
the operation of a business or other enterprise that is suf-
ficiently valuable and secret to afford an actual or poten-
tial economic advantage over another.!? Trade secret de-
veloped from state common-law protection of propriety
information.! Thus, trade secrets generally are defined
and governed by state common law. State regulation of
trade secrets is not preempted by federal law.!?

B. Copyrights

A copyright is a federal right granted to the creator
or owner of an original work of authorship that is fixed
in a tangible medium of expression.!® A copyright owner
has the right to prevent others from doing any of the fol-
lowing five activities in connection with the copyright
work: (1) reproduction; (2) adaptation; (3) public distri-
bution; (4) public performance; or (5) public display.'*
Registration with the Copyright Office is not required to
create legal rights in a work, but registration is a prereq-
uisite to bringing an infringement action. The Copyright
Act preempts state law to the extent it implicates copy-
rightable subject matter and rights commensurate with
any of the exclusive copyright rights.!®

One of the principal benefits of copyright ownership
is the ability to transfer some or all of those rights. These
transfers can involve all of the rights in a work (an out-
right assignment) or can be limited to specific rights (a li-

cense).’ Following an assignment, the original owner can
no longer control how the transferee exercises its rights.
In contrast, with a license the copyright owner maintains
ownership of the rights involved but allows a third party
to exercise some or all of them.!” A transfer or license
agreement may be recorded in the Copyright Office. Al-
though recordation is not required for a valid copyright
transfer, recordation gives all persons constructive notice
of the facts stated in the recorded document, as long as
the work is specifically identified and registered.!® In ad-
dition, as between two conflicting transfers, a recorded
transfer takes priority over an unrecorded one."”

C. Patents

A patent is a grant by the federal government to an
inventor of the right to exclude others from making, us-
ing, or selling the invention for twenty years. Like copy-
right law, patent law lies solely within the power of the
federal government.?’ The U.S. patent system is admin-
istrated by the U.S. Patent and Trademark Office (PTO).
A patent owner may assign the entire patent right or any
lesser interest to another party, and written assignments
must be recorded with the PTO.?!

D. Trademark

A trademark serves as an indication of the origin of
those goods or services. Although federally granted trade-
marks are the responsibility of the PTO, trademark rights
arise under state law from the use of business names, im-
ages, sounds, and devices in association with the product
or service of an enterprise. A trademark that is used in
interstate commerce or commerce between a state and a
foreign country may be registered with the PTO under the
Lanham Act.?? Trademarks are integral and inseparable
elements of the goodwill of the business or service to
which they pertain; they cannot be transferred separately
from that goodwill.??

V. Creation of Security Interest in Intellectual
Property Under the UCC

Article 9 of the Uniform Commercial Code (UCC)
governs the creation of security interests and the rights of
the parties to the security agreement. As revised in 2001,
it has been enacted and modified to varying degrees in all
fifty states. Article 9 applies specifically to secured trans-
actions in personal property. Intangible property, which
includes intellectual property,?* is a type of personal
property. Thus, security interests in intellectual property
are covered by Article 9. These rules facilitate financing
by creating a comprehensive scheme for the regulation of
security interests and by providing creditors with an ef-
ficient method of perfecting their security interests. Once
the necessary events for the creation of a security interest
have occurred, the interest is attached, and it is enforce-
able against the debtor as to the collateral.
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VI. Perfecting a Security Interest

A secured party must perfect its interest in the collat-
eral in order to put the world on notice of the interest and
to gain priority rights in the collateral. Perfecting a secu-
rity interest validates the interest in the collateral against
other creditors. Article 9 provides various methods of
perfecting security interests. In a financing deal, perfec-
tion may be the most important element of the transac-
tion.? Perfection of security interests in intellectual prop-
erty generally is achieved by filing a financing statement
with the central filing office in the state where the debtor
is deemed to be located.? Filing gives constructive notice
to the world that a secured party has obtained prior-
ity over future creditors with regard to the collateral in
question. Despite the simplicity of filing under the UCC,
complications arise in connection with the various types
of intellectual property rights and the varied role that
federal law plays in regulating them. The question of
how to perfect security interests in various types of intel-
lectual property turns primarily on the issue of federal
preemption.

VII. Issues That Arise in the Field of Secured
Transactions in Intellectual Property

A. Preemption

The preemption issue exemplifies the troubling state
of the relationship of secured transactions and intel-
lectual property law. The problem arises as a result of
the interplay of federal law, which governs the creation,
ownership, and transfer of intellectual property, and Ar-
ticle 9 state law, which governs the creation, attachment,
perfection, and priority of security interests in personal
property. The debate focuses on whether federal or state
law should govern the perfection and priority of secu-
rity interests in patents, copyrights, and trademarks. As
a result of conflicting language in federal intellectual
property statutes, state Article 9 law, and courts” arbitrary
distinctions between similarly situated property rights,
contracting parties are compelled to take additional mea-
sures to protect their interests. These additional measures
cost time and money, which is contrary to the simplicity
and efficiency the law is meant to provide.

While all federal preemption ultimately is based on
the Supremacy Clause of the U.S. Constitution and the
nature of federal law, Article 9 of the UCC also calls for
preemption in specific circumstances. The Supremacy
Clause provides that the laws of the United States are the
supreme law of the land.?” Thus, the federal government,
in exercising its Constitutional powers, prevails over
any conflicting or inconsistent state exercise of power.28
Consequently, where federal statutes govern intellectual
property rights, the Supremacy Clause dictates preemp-
tion of inconsistent state law. Article 9 expressly exempts
assets governed by federal law. Section 9-311(a) provides
that the filing of a financing statement is neither neces-

sary nor effective to perfect a security interest in collateral
that is subject to a statute, regulation, or treaty of the
United States, the requirements of which for a security
interest have priority over the rights of a lien creditor and
preempt Article 9-310(a).?? That section states, however,
that the state filing system, as under the UCC, must defer
to the federal filing system only to the extent the federal
statute requires preemption of the state filing require-
ment.>” Accordingly, Article 9 still applies when the fed-
eral statute does not specifically require preemption.

Where the federal statute clearly preempts, compli-
ance with the federal statute is deemed to be “equivalent”
to filing a proper UCC financing statement, and such
compliance becomes the exclusive means of perfecting
a security interest. UCC § 9-109(c)(1) similarly calls for
the preemption of state Article 9 rules.?! Section 9-109
preemption, rather than applying to rules perfecting se-
curity interests, governs other interests, such as the rights
of parties to, and third parties affected by, transactions in
particular types of property.3?

Because none of the intellectual property statutes
provides for the creation of security interests, but all
have rules pertaining to the filing of ownership interests,
in order to determine whether the respective federal
statute preempts Article 9, courts must engage in statu-
tory interpretation to determine the extent to which they
preempt.3® Courts have interpreted the two Article 9 pre-
emption sections as mandating preemption only when
the federal statute fits within the preemption language of
Article 9 and when the statute reflects the intent to create
a registration system that would serve the notice function
of the UCC filing system. This has resulted in great dis-
parity among the different types of intellectual property.
Courts in patent and trademark cases have agreed that at
least to a certain extent state Article 9 law governs financ-
ing transactions involving the use of these intellectual
property assets as collateral. As explained below, how-
ever, courts in copyright cases have reached a different
conclusion

B. Copyrights

The Copyright Act provides that agreements granting
security interests in copyrights should be filed with the
Copyright Office rather than with the state recordation
office as under the UCC,** but the courts have created
distinctions that leave parties to copyright-centered trans-
actions uncertain about their interests.? In contrast to the
other federal intellectual property statutes, the Copyright
Act defines ownership to include transfers of security in-
terests.3® Consequently, the ownership recordation rules
described in the statute have been interpreted to include
security interests. Moreover, courts have held that filing
security agreement documents establishes constructive
notice and triggers certain basic priority rules. Therefore,
the filing system established by the Act is adequate for
security interests in registered copyrights. Three leading
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cases—all from the Ninth Circuit—address the preemp-
tive effect of the Copyright Act on Article 9: In re Per-
egrine,’” In re Avalon Software,’® and In re World Auxiliary
Power Co.%

In In re Peregrine, the trustee in a bankruptcy pro-
ceeding challenged the Article 9 perfection by filing a se-
curity interest in the debtor’s copyrighted film library.*°
In holding that the Article 9 perfection and priority rules
must yield to the recording and priority provisions of the
Copyright Act, the Ninth Circuit noted that the value of a
recording system lies in giving parties a specific place to
look to discover, with certainty, whether a particular in-
terest has been transferred or encumbered. The court rea-
soned that since the Copyright Act and Article 9 set forth
different priority schemes leading to different results,
this conflict warranted preemption of Article 9.4! But the
court recognized the cumbersome aspects of a federal
copyright filing system.*? For example, it held that a com-
mercial lender who seeks collateral in a borrower’s copy-
right must file individual applications for each work and
must continue to update filings as new works are cre-
ated. Federal filing requirements also put a burden on the
lender by requiring it to ensure that the borrower main-
tains registration of the copyright via a renewal process.
This result, as applied to the parties in In re Peregrine,
would require the lender to renew its interest every time
the debtor added a new work to its copyright library.

43

The court in In re Avalon followed the ruling in In re
Peregrine that the Copyright Act governs perfection of
security interests.** The court observed that a product
entitled to be registered at the Copyright Office does
not change its character, and with it the requirement to
file a security interest with the Copyright Office, simply
because its creator did not actually register it with the
Copyright Office. The Avalon court held that it is “imma-
terial whether the debtor has registered its copyrightable
material.” Where an unregistered copyright is at issue,
the court concluded that a creditor has the burden of
perfecting a security interest by ensuring that the copy-
right is registered and that notice of the security interest
is filed with the Copyright Office. Thus, an unregistered
copyright may be perfected only by both registering the
copyright and recording the security interest with the
Copyright Office.

In In re World Auxiliary Power Co., the court distin-
guished unregistered copyrights from registered copy-
rights for perfection purposes.®® The court adopted the
holding of Peregrine, limited to registered copyrights, but
it declined to follow In re Avalon as it applied to unregis-
tered copyrights. Resolving a split among district courts,
the Ninth Circuit concluded that none of the provisions
of Article 9 are displaced by the Copyright Act where the
copyright collateral has not been registered.*® Although
registration is not a prerequisite for the creation of copy-
right rights, the court held that so long as the work re-
mains unregistered, there is no record of the copyright.

Consequently, no creditor may file a security interest in an
unregistered copyright. Therefore, the perfection of secu-
rity interests in registered copyrights requires filing with
the Copyright Office, while filing financing statements for
unregistered copyrights must be done in accordance with
the UCC.

This situation involving the perfection of unregistered
copyrights invites legislation. In its absence, lenders will
be unsure as to whether they should file with the Copy-
right Office or with the state recordation office. As a result
of this uncertainty, creditors could file in both places to
ensure proper perfection.?” Alternatively, the creditor
can require that the debtor register its copyrights prior
to filing with the Copyright Office. For a special fee, the
Copyright Office allows for expedited registration, which
would be beneficial in such cases.*® In either case, the fi-
nancial burden of the uncertainty ultimately falls on the
contracting parties.

It has been argued that because it is easy to identify
registered copyrights through the Copyright Office, recor-
dation under federal law suffices to serve basic recorda-
tion purposes.®’ Further, in the context of the entertain-
ment industry—the area in which copyrights are used as
security interests most frequently—lenders want security
with respect to the specific asset, rather than with respect
to the owner.> Since state Article 9 registries generally do
not prioritize with respect to the asset, copyrights would
be better registered in the federal registry, where priori-
tization is arranged by asset. Others have argued that
because the seminal court decisions predated the 2001
Article 9 revisions, they reflect the prior, less restrictive
preemption provision. It is argued that Section 311 of the
revised Article 9 attempts to avoid preemption by using
narrow language, recommending that only federal laws
that specifically discuss the priority rules of security inter-
ests should preempt the UCC. While many commentators
agree that the revised Article 9 may prompt courts to con-
strue preemption more narrowly and expand the scope of
property covered by Article 9, skeptics argue that it will
not change the registration procedures® and that current
case law will continue to control.>?

C. Patents

Courts have held that the Patent Act does not pre-
empt Article 9 and that a security interest in a patent
may be perfected by filing a UCC financing statement,>
whereas an assignment of a patent is governed by the
Patent Act. The court in In re Transportation Design, and
subsequently the Ninth Circuit in In re Cybernetic Services,
held that the Patent Act does not sufficiently address the
perfection of patents and that the UCC therefore is to be
followed in perfecting a patent.>* The Ninth Circuit con-
cluded that the Patent Act preempts state filing only with
respect to ownership interests in patents, not with respect
to secured interests in patents. Further, it held that the
Patent Act does not preempt Article 9 because the Patent
Act addresses only ownership interest transfers.>®
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However, the utility and value of patents derive from
their ability to be assigned, granted, or conveyed. Assign-
ments and conveyances that go beyond mere licensing
are governed by the Patent Act. Therefore, priority rules,
as they relate to assignments, are governed by the Patent
Act as well.% Section 261 of the Act provides that an as-
signment of a patent is void against subsequent purchas-
ers without notice unless it is recorded in the PTO.5” As
a result of this requirement, any assignment transferred
in accordance with Article 9 will be construed by the
courts as a “mere license.”?® Therefore, an improperly
filed conveyance can be detrimental to the interest of an
assignee.”

In sum, patents must be perfected under Article 9,
while assignments must be recorded in accordance with
the Patent Act.

D. Trademarks

While the rule governing the perfection of security
interests in trademarks is straightforward, the existence
of different rules for priority causes confusion. Courts
have held that perfecting a security interest in a feder-
ally registered trademark can be achieved only with a
UCC filing statement.®® A right in trademark is acquired
through use in commerce, fundamentally a state com-
mon-law entitlement.®! Although federal law (Lanham
Act) provides for a federally recognized trademark right,
its provision for registration and recordation is extremely
limited and has been held not to preempt the UCC.
However, the Lanham Act does provide priority rules
for the assignment of federally registered trademarks to
govern the claims of subsequent purchasers for valuable
consideration without notice. Since a security agreement
generally does not involve a present assignment or trans-
fer of title, the Lanham Act is thought to apply only upon
a subsequent purchase without notice.®

Courts have interpreted the interplay of the UCC rule
and the Lanham Act as providing that the recording of a
security interest in a trademark at the PTO is ineffective
for perfection and that the term “assignment” in the Act
does not include security interests.®* Uncertainty remains
as to whether a UCC filing will perfect a registered mark
as against a subsequent purchaser. Consequently, to pro-
tect their rights against third parties, lenders will file with
the PTO as well as with the state.%

VIII. Other Issues Under Federal Rules

A serious argument against following the federal
intellectual property statutes rather than Article 9 with
respect to security interests is that the statutes do not ad-
dress the nuanced issues that arise in complex secured
transactions that otherwise would be addressed by the
UCC. It is recognized that applying federal law to the
perfection of security interests in intellectual property, or
related proceeds or rights to payments, including license
royalties, creates problems for lenders and ultimately for

borrowers. These problems include the lack of a floating
lien and filing and search delays.

A. Floating Lien

The federal filing system does not have a mechanism
for recording floating liens. Often, a creditor will request
as collateral not only the debtor’s current assets, but also
property it later comes to own. These encumbrances, re-
ferred to as floating liens, are governed by Section 9-204
of the UCC, which validates a security agreement that
creates or provides for a security interest in property the
debtor acquires after the security interest attaches.®® The
UCC does not require the lender to file a separate financ-
ing statement every time the debtor acquires new prop-
erty. In contrast, federal filings are on an individual basis;
there is nothing comparable to a floating lien for patents,
trademarks, or copyrights. The federal system requires a
description of the property right being recorded, which
leaves lenders unable to file claims to patents, trade-
marks, or copyrights that do not yet exist. This results
from the federal registry being organized by asset rather
than by owner. Consequently, lenders cannot file float-
ing liens on all property, present and future, owned by
the debtor. This contrasts with the Article 9 recordation
system, which organizes property rights by owner. This
more effectively allows the lender to secure rights over
the debtor’s future property.

B. Filing and Search Delays

The recordation provisions of the federal statutes call
for an extensive grace period following a transfer or as-
signment to allow for the property right to be recorded
in the federal office. For example, Section 261 of the Pat-
ent Act provides for a three-month look-back period, the
effect of which is to void an assignment as against any
subsequent purchaser for valuable consideration with-
out notice unless it is recorded in the PTO within three
months from its date or any time prior to the subsequent
purchase.®” As a result, a subsequent purchaser who
searches the federal records for a previous purchaser
may not see recorded a sale that occurred in the previ-
ous three months that may have priority over its own
purchase.®® The grace period causes a three-month delay
for subsequent purchasers, which can seriously disrupt
loan transaction closings unless the lender is willing to
take the chance that there is no prior transfer.®” However,
it is unlikely that a lender would be willing to release the
agreed-upon loan without first ensuring that the time for
protecting any potential prior interest by recording has
expired.”’ As a result, this grace period causes a three-
month delay on transaction closings. There are no such
grace periods in Article 9.

IX. Prior Attempts at Reform

The debate over federal preemption versus state
regulation has inspired many proposals but no successful
legislative efforts. One such proposal was made by the
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American Bar Association Intellectual Property Law Sec-
tion, the ABA Business Law Section, and the Commercial
Finance Association. The Federal Intellectual Property
Security Act (FIPSA), proposed in 1999, advocated a dual
system for perfection of copyrights where security inter-
ests are filed at the state level and ownership interests at
the federal level.”! The stated purpose of the bill was to
“make substantive and procedural changes to the law in
order to provide uniformity and certainty and to facili-
tate financing of Federal intellectual property, consistent
with the rights of owners and assignees of interests in
such property.”7?

Since courts have identified different requirements
for perfecting notice with respect to copyrights as op-
posed to patents and/or trademarks, the bill was meant
to create a federal financing statement for recording secu-
rity interests in federal intellectual property.”® Filing the
federal financing statement would provide nationwide
notice to all interested parties of the security interest in
a particular intellectual property or properties.”* The
ABA subcommittee’s main concern was the devaluing of
intellectual property by lenders to reflect the risks and
uncertainty associated with secured lending. In propos-
ing the mixed system, in which perfection is governed by
the UCC and priority and transfers are governed by the
federal filing system, the proposal reasoned that lenders
prefer the UCC filing system because: (1) the UCC per-
mits floating liens without requiring registration of de-
rivative works; (2) UCC notice filings can be made by de-
scribing the collateral in general terms, even in advance
of the closing of the transaction; (3) a lender can conduct
UCC searches in the applicable state by reference to the
debtor’s name instead of by registration number in the
Copyright Office; and (4) the UCC does not use a look-
back provision.”

This dual approach has the UCC govern where ap-
propriate, thereby allowing parties to take advantage of
the Code’s accepted principles where applicable, while
still following the federal rules where applicable.”® In
addition, it alleviates the confusion over which system
to follow by requiring filing in both. The Peregrine court,
however, identified the key argument against this type of
dual filing by pointing out that recordation schemes best
serve their purpose when interested parties can obtain
notice of all encumbrances by referring to a single, pre-
cisely defined recordation system.”” The problem with a
dual recordation system is that the effectiveness of one
system at putting parties on constructive notice as to
encumbrances on the property would interfere with the
effectiveness of the other. To the extent the two systems
compete, the utility of each diminishes.”®

Another issue with recognition of a state recorda-
tion system is that its acceptance would effectively have
copyrights, which are meant to be recognized nation-
ally, supported by state record offices rather than by the

Copyright Office.”” The UCC, which ordinarily deals with
assets that fit easily within the regulatory reach of indi-
vidual states, is not well-equipped to handle assets that
can exist in multiple states.

The Copyright Modernization Act is another proposal
to solve the problem of confusing and conflicting filing
requirements.®? This bill, which was first proposed by
the American Film Marketing Institute, calls for a federal
regime to resolve the issues concerning floating liens and
after-acquired property.8! It calls for the Copyright Office
to implement a dual indexing system that catalogs copy-
righted works under the owner’s name and under the
title of the work. Once the filings are linked, the comput-
erized system would be able to recognize encumbrances
put on a particular individual’s property as well as the
works that are encumbered. Either index would serve no-
tice as well as be necessary for perfection.8? The primary
issue with this proposal was that it put an undue burden
on the Copyright Office.

X. Argument for Proposal

A. Economic and Practical Issues That Call for a
Unified Registry

The overall goal of the recordation system is to pro-
vide a means for sharing information and ordering prior-
ity with the aim of helping lenders minimize their credit
risks while reducing transaction costs. Searchers need a
specific place to look to determine whether a property
interest has been encumbered or transferred. To the extent
there are competing recordation schemes, it lessens the
utility of each.®? Easy access to ownership and security
interests concerning a debtor’s intellectual property as-
sets would ease the burden on the lender in researching
proposed collateral. In addition, one central registry for
perfecting security interests would ease the burden on the
lender in determining how to perfect its interest so as to
obtain priority.

As long as there is uncertainty and confusion as to
how to perfect its interest, the lender will have to take
additional, arguably unnecessary, steps to ensure that its
title or lien rights are not defective. The cost of these ad-
ditional measures ultimately will be borne by the debtor
through the terms of the security agreement. Since an en-
tity granting credit will usually ensure that all costs con-
nected with the credit are passed on to the debtor, high
costs of security will be reflected in the price for credit
and will diminish the efficiency of the credit market. The
inefficiency described above not only cuts against the core
principles of the law of secured transactions but also re-
sults in the debtor being forced to pay for the uncertainty
in the law.

A uniform central system for all transactions relating
to intellectual property would best meet the realities of
the growing role of complex intellectual property trans-
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actions. Modern secured transaction involving intellec-
tual property often will consist of collective packages of
multiple intellectual property rights. As a result, for one
transaction, a lender may be dealing with each of the dif-
ferent property rights and with the differing rules that
come with them.

Currently, a lender perfecting its interest in such
packages will have to search the different federal reg-
istries as well as the state registries and to follow the
differing filing rules applicable to each property right.34
This obviously is cumbersome. In addition, the federal
statutes governing intellectual property are not well
equipped to handle the minute issues that can arise in
complex secured transactions. Individual states, on the
other hand, are not well-equipped to handle intellectual
property, which by its nature crosses borders and affects
interstate commerce. The best way to address these issues
is to create a federal registry that clearly governs transac-
tions involving intellectual property ownership rights.

A registry that combines the ownership registry and
the security interest registry would provide a “one-stop
shop” for all parties that intend to transact with intel-
lectual property. Since intellectual property assets can
be used as collateral, secured creditors should be able to
search state and federal records within a single electronic
operation and have a single reliable mode for the per-
fection of security interests in these types of intellectual
property. This would create ease for creditors looking
to protect their title and ensuring that there has been no
previous transfer or that there will be no future unauthor-
ized transfers that can endanger the transaction.

B. Proposal

A central registry can serve as an informational por-
tal that collects data pertaining to ownership rights from
the various federal recordation registries. In addition, it
would contain data for all secured transactions as related
to particular property interests. Using this system, a se-
cured creditor or a prospective creditor would be able
to search for previous encumbrances and conveyances
to ensure that their interests are protected as against
other claimants. The registry would allow the creditor to
secure its interest, whether in an assignment, a license,
or a secured credit, by filing an agreement or financing
statement with the registry. This filing would protect that
creditor from future claims made on the property.

Interests would be searchable under both the owner
and the property and would be cross-referenced so that
a search for a particular owner would reveal a complete
list of that owner’s intellectual property interests, as
would a search of a particular property right. Similar to
real property registries, a search of a property interest
would reveal all conveyances of that property right to
have occurred within a certain period of time. These rules
combine the search methods that currently exist in both
the state and federal registries as well as in state real es-

tate registries, which this model strongly resembles. This
method would allow a creditor to secure an interest in a
debtor’s property that may not have existed at the time of
the agreement or the filing.

In contrast to the current federal system, which re-
quires the lender to make multiple, burdensome filings
and to rely on the record or on the word of the borrower,
this proposal would solve the notice issue of floating
liens. This structure will not require the creditor to rely
on the debtor to be forthright whenever it comes to own a
new intellectual property right. Moreover, this protection
of floating liens would not run afoul of the notice require-
ment of federal intellectual property laws, since construc-
tive notice would be provided by the debtor’s name at
the time the floating lien is filed. As a practical matter,
lenders should not be required to monitor thousands of
intangibles to ensure that their registrations are filed and
renewed. This new process will save creditors substantial
time and energy and will give them assurance when pro-
viding funding to new ventures.

This proposed system would also eliminate the
look-back grace periods provided by the federal statutes.
Modeling itself on the UCC rather than on the federal
statutes, the registry will provide that proper filing, which
effectively puts the world on notice, merits priority over
future claims. Until an interest is recorded, subsequent
filers would take priority. This would help the lender eas-
ily ascertain whether competing interests already exist.
Because the system provides a simple way to file interests
in property, a responsible lender can easily ensure protec-
tion of their interest by going to the registry.

In line with the core principles of secured transactions
law, the proposed unified registry would provide sim-
plicity and efficiency to contracting parties. The unified
registry would limit the work creditors must do to protect
their interest. Instead of having to research the law only
to determine that they need to record their interest ev-
erywhere because the rules are not clear, creditors will be
able easily search one database and use this same system
for recordation. This, in turn, will drive down the cost of
transacting and incentivize lenders to continue providing
loans to companies that may have only intellectual prop-
erty to serve as collateral. The centralized system would
maximize the effectiveness of recordation by allowing
lenders to value their transactions based solely on asset
value rather than on the excess transaction costs.

A similar proposal was made in the Copyright Mod-
ernization Act. The critics of the proposal argued that it
would place too much of a burden on the federal govern-
ment. But given the inefficiency of the current system,
and the impediment it presents to intellectual property
transactions, the economic benefits will outweigh the
costs to the government. Promoting lower transactional
risks will promote the growth of intellectual property in
keeping with the principles of secured transactions.
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States may be reluctant to relinquish jurisdiction
over this type of secured transaction, but the proposal
does not require complete abandonment of state Article
9 rules. The registry would serve the purpose of collect-
ing and providing information and would be a uniform
means of perfecting interests. However, the state would
maintain the right to govern the priority and other own-
ership rules. The proposed system would allow parties to
record their interests, so it would comply with the UCC
“file to perfect” requirement and—being federally run—
would not run afoul of the Supremacy clause or UCC
preemption rules.

XI. Conclusion

Intellectual property is a driving force in the U.S.
economy and will continue to grow in importance. Se-
cured interests in intangible assets have to be clearly es-
tablished, easily searchable, and uncomplicated to create.
When that is the case, they will be recognized by finan-
cial markets as part of a company’s overall asset value.
An integrated registry for intellectual property would
ease the burden and restore cost-efficiency and predict-
ability to financing agreements, to the benefit of all par-
ties involved.
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Does the First Sale Doctrine Protect the Resale

of Digital Music Files?

By Heather C. Hili

1. Introduction

Eventually, many of us reach a point where we no
longer need or want some of the music we have pur-
chased and look to resell it. In the past, the resale took
place through a used record store. Now, however, when
most music is purchased online in the form of digital
music files, the issue arises of how to resell digital music
purchased through an online music store such as iTunes.
Recently, a website known as ReDigi! was developed
to solve this problem by creating an online market for
“used” digital music. ReDigi describes itself as “your
favorite used record store, but for digital music files.”?
Through ReDigi a consumer can buy “used” digital
music files for 79 cents?® rather than purchasing a “new”
copy of the same song on iTunes for 99 cents or more.*
Unlike a used CD, when a “used” digital music file is
sold for a lower price, it is of the same quality and value
as a “new” digital music file. Therefore, there is no logical
justification in terms of product quality for the price dis-
count. While this is a good thing for consumers, it creates
unwanted competition for record labels.

Although the consumer owns the copy of the sound
recording, the record label owns the copyright.> The issue
presented by ReDigi is whether any of the record label’s
rights are infringed when ReDigi allows consumers to
sell “used” digital music files or whether the first sale
doctrine® protects ReDigi’s act of reselling.

The theory that ReDigi is a copyright infringer is be-
ing tested in the case brought against ReDigi by Capitol
Records (“Capitol”) in the Southern District of New
York.” Capitol alleges that ReDigi has infringed its repro-
duction and distribution rights in its copyrighted sound
recordings.® This article will explore the issues involved
in the lawsuit, in particular the applicability of the first
sale doctrine to digital technology.

Il. The Right to Reproduce and Distribute
Sound Recordings

Section 102(a)(7) of the Copyright Act,’ which pro-
vides copyright protection for sound recordings, gives
record labels certain exclusive rights.!? Under section
106(1) the copyright owner has the exclusive right to
reproduce and authorize the reproduction of the copy-
righted work. Accordingly, if a sound recording is copied
without permission of the record label, the record label’s
reproduction right has been infringed.!!

The other exclusive copyright right relevant to Re-
Digi is the section 106(3) distribution right, which gives

the copyright owner the right to “control the first public
distribution of any material embodiment of the work,
whether or not the copy or phonorecord was lawfully
made.”1? An important limitation on the distribution right
is the first sale doctrine, codified in section 109(a), which
provides that “[n]otwithstanding the provisions of section
106(3), the owner of a particular copy or phonorecord law-
fully made under this title, or any person authorized by
such owner, is entitled, without the authority of the copy-
right owner, to sell or otherwise dispose of the possession
of that copy or phonorecord.”!3 Section 109(a) “makes
clear [that]...the copyright owner’s rights under section
106(3) cease with respect to a particular copy or phonore-
cord once he has parted with ownership of it.”14

“The issue presented by ReDigi is whether
any of the record label’s rights are
infringed when ReDigi allows consumers
to sell ‘used’ digital music files or whether
the first sale doctrine protects ReDigi’s act
of reselling.”

lll. The First Sale Doctrine
A. Origins

The first sale doctrine originated with the Supreme
Court decision in Bobbs-Merrill Co. v. Straus.'5 In that case,
the defendants—the Macy’s department store—purchased
copies of a novel from wholesale dealers to sell for 89
cents per copy despite a notice printed in the book that
“The price of this book at retail is $1 net. No dealer is
licensed to sell it at a less price, and a sale at a less price
will be treated as an infringement of the copyright.”!¢
The copyright owners sued to “restrain the sale of [the]
copyrighted novel...at retail at less than $1 for each
copy.”'” The case turned on whether “power to control
further sales is given by statute to the owner of such
a copyright.”!® The Court held that the copyright law,
“while protecting the owner of the copyright in his right
to multiply and sell his production, do[es] not create the
right to impose...a limitation at which the book shall be
sold at retail by future purchasers, with whom there is no
privity of contract.”!° The Court explained that the copy-
right owner exercised its right to create copies of the novel
and to sell the copies at a price it found to be satisfactory.2’
However, the Court held that the statute did not create
a right to control future retail sales of the copies, stating
that “[t]he purchaser of a book, once sold by authority of
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the owner of the copyright, may sell it again, although he
could not publish a new edition of it.”?!

One year later Congress codified the first sale doc-
trine in section 27 of the 1909 Copyright Act, which pro-
vided that “nothing in this title shall be deemed to forbid,
prevent, or restrict the transfer of any copy of a copy-
righted work the possession of which has been lawfully
obtained.”?? Later, when Congress enacted the Copyright
Act of 1976, the first sale doctrine was carried over and
codified in section 109(a).?

B. Rationale

A 1984 House Report concerning the rental, lease,
and lending of sound recordings described the first sale
doctrine as having its roots in the English common law
rule against restraints on alienation of property.?* The re-
port explained that American courts, in applying the first
sale doctrine, have distinguished between the copyright
owner’s exclusive rights in the copyrighted work and the
rights of the owner of an object embodying the copyright-
ed work.? In a case brought under the 1909 Copyright
Act, C.M. Paula Co. v. Logan,?® the court explained that

continued control over the vending of
copies is not so much a supplement to
the intangible copyright, but is rather
primarily a device for controlling the
disposition of the tangible personal
property which embodies the copy-
righted work. Therefore, at this point the
policy favoring a copyright monopoly for
authors gives way to the policy opposing
restraints of trade and to restraints on
alienation.?”

Courts also have discussed an economic rationale for
the first sale doctrine. In Burke & Van Heusen, Inc. v. Arrow
Drug, Inc.,?® the court explained that “the ultimate ques-
tion under the ‘first sale’ doctrine is whether or not there
has been such a disposition of the copyrighted article that
it may fairly be said that the copyright proprietor has
received his reward for its use.”? Arrow Drug involved
the resale of records, and the court ruled in favor of the
defendant after concluding that the plaintiff already had
received its reward in the form of royalties from the first
sale of the records.*

The first sale doctrine arose in connection with the
transfer of tangible goods, but many of these tangible
works are now available in digital form, which raises
questions about the continued applicability of the first
sale doctrine to digital media.

C. Changes in Technology and the First Sale
Doctrine

In 2001 the Copyright Office issued a report on the
Digital Millennium Copyright Act* which included a
discussion about the relationship between section 109

and existing and emerging technology.?? The report also
focused on three proposals, one of which was the creation
of a “digital first sale doctrine,”?® and it also discussed the
idea of expanding the first sale doctrine to encompass the
digital transmission of copyrighted works.3*

In analyzing the relationship between the first sale
doctrine and technology, the report explored the difficulty
of applying the concept of the free alienability of tangible
goods® to digital works:

The tangible nature of a copy is a defin-
ing element of the first sale doctrine and
critical to its rationale. The digital trans-
mission of a work does not implicate the
alienability of a physical artifact. When a
work is transmitted, the sender is exer-
cising control over the intangible work
through its reproduction rather than
common law dominion over an item of
tangible personal property.3

In other words, transmitting a digital work implicates the
right of reproduction, whereas transmitting a tangible
work does not.?”

In addition to digital transmission not fitting into
the property law rationale behind the first sale doctrine,
the Copyright Office explained why transmitting digital
works also does not fit into the economic rationale:

Physical copies degrade with time and
use; digital information does not. Works
in digital format can be reproduced
flawlessly, and disseminated to nearly
any point on the globe instantly and at
negligible cost. Digital transmissions
can adversely affect the market for the
original to a much greater degree than
transfers of physical copies.®

As noted above, the economic reasoning behind the first
sale doctrine is that the copyright owner already has been
rewarded for the sale of the work.* This reasoning ap-
plies to digital works only to a certain extent. Although it
is true that the copyright owner will be rewarded for the
first sale of the work, the report suggests that transmitting
works in a digital format will adversely affect the market
for the original work and therefore negatively impact the
copyright owner.* There is, of course, an adverse effect
on the market for the original work when physical works
are resold, but the significant difference is that the value
of physical works decreases over time, whereas the value
of a digital work does not.*! In other words, there will,
arguably, always be a market for a new copy of a physical
work, but the same cannot be said for a digital work be-
cause the “new” and “used” copies are identical.*?

The Copyright Office rejected the proposal for a
“digital first sale doctrine.”*® The report focused on the
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question of “whether the conduct of transmitting the
work digitally, so that another person received a copy

of the work, falls within the scope of the defense.”#4 The
scope of the defense under section 109(a) is limited to the
copyright owner’s distribution right;*° it does not cover
the reproduction right.46 “Therefore,” the report states,
“when the owner of a lawful copy of a copyrighted work
digitally transmits that work in a way that exercises the
reproduction right without authorization, section 109
does not provide a defense to infringement.”4”

After concluding that the first sale doctrine does not
provide a defense against unauthorized digital transmis-
sions, the report turned to the idea of expanding the first
sale doctrine to cover such a process.*® Proponents of the
expansion argued that there are similarities between the
transfer of a physical work and the transfer of a digital
work.#’ This argument focused on the assumption that
transferring a physical copy is the same as transferring a
digital copy because in the end the transferor no longer
has a copy.®® This assumption is based on the implication
of “forward and delete” technology, in which the origi-
nal owner no longer has access to his or her copy of the
file after forwarding it.5 However, the report concludes
that the differences outweigh the similarities and that the
first sale doctrine therefore should not be expanded.® It
suggests that even if a “forward and delete” technology
were implicated, the first sale doctrine should not apply
because it would be difficult to ascertain whether the
act of deleting the original copy actually took place, and
this uncertainty comes with an increased risk of infringe-
ment.>® Removing legal limitations on retransmissions
would “make it too easy for unauthorized copies to be
made and distributed, seriously harming the market for
those works.”5*

The report ultimately concluded that no change
should be made to the first sale doctrine.’®> However,
the Copyright Office acknowledged legitimate concerns
about the effects of technology such as “forward and
delete” becoming available.>® Today “forward and de-
lete” does exist;” as a result, the Copyright Office should
revisit whether this new technology warrants creating a
digital first sale doctrine. Or, does the first sale doctrine
currently apply when a digital file is transmitted without
making a copy of that file?

IV. ReDigi

ReDigi provides three services to users who down-
load and install its “ReDigi Marketplace App”: storing,
streaming, and selling digital music.” By download-
ing and installing this system, users have access to free,
unlimited cloud storage for the songs in their library that
are “eligible” under ReDigi’s “Verification Engine.”®0
Currently, the only songs that are deemed “eligible” are
those purchased from iTunes or ReDigi.®! This cloud

storage system®? allows users to take the “eligible” songs
off their hard drive and store them on this cloud technol-
ogy,®® giving users the benefit of freeing up space on their
hard drives and having the ability to access their music
anytime, anywhere.%*

According to ReDigi’s website, no copies are made
during the transaction process.®® “Upon transfer, ReDigi
systematically removes any personal use copies of the
file from the user’s computer and synced devices so that
the original, or non-infringing ‘copy” is the only one that
exists, safely stored in the user’s Cloud space.”® This
applies to both storing and selling music; even if a user
wishes to use the cloud service just for storage, ReDigi
will remove the song from the user’s hard drive and
synced devices and allow the user to have access to that
song only through the cloud system.®”

ReDigi also maintains that copies are not made dur-
ing the buying and selling process. “When someone buys
it, the song and its corresponding license is transferred
to the buyer, who then becomes its new owner. This is
called an Atomic Transaction. No copies are made during
this process.”® The “used” songs are sold for 79 cents.
For every sale a user makes; the user will receive “credit”
toward future songs purchases on ReDigi.® In addition,
a user receives “coupons” for every song the user lists for
sale on ReDigi’s “marketplace.””? These coupons, valued
at 20 cents each, can be applied toward a user’s next pur-
chase on ReDigi, so that a song will cost 59 cents, rather
than 79 cents.”!

V. The Claim That ReDigi Infringes

As noted, two of a record label’s exclusive rights
are implicated when ReDigi resells “used” digital music
files:”2 the section 106(1) exclusive right to reproduce a
copyrighted work and the section 106(3) exclusive right
to distribute copies or phonorecords of a copyrighted
work.”® Below, I discuss the claims relating to each of
these rights.

A. Reproduction Right

ReDigi contends that no copy of the digital music
file is made when a song is uploaded, stored, and sold
through its cloud system.” As noted, ReDigi explains that
once a song is “uploaded” to its system, all other copies
are deleted.”” However, Capitol argues that uploading
“can only be accomplished by making an unauthorized
copy of the original user’s track.””® Capital also argues
that the song “’stored” in and offered to consumers from
ReDigi’s “cloud” is necessarily a copy of the user’s original
file.””7 In addition, although ReDigi states that songs are
“transferred” from the seller to the buyer,”® Capitol con-
tends that this “can only be accomplished by the creation
and transfer of yet another copy of what was once the
original user’s digital file.””
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There are multiple times during the process of
uploading and transferring a digital sound recording in
which illegal copying may be taking place. A&M Records,
Inc. v. Napster, Inc.% involved “peer to peer” file sharing,
a process in which “[t]he requesting user’s computer uses
[] information to establish a connection with the host user
and downloads a copy of the contents of the MP3 file
from one computer to the other over the Internet....”8!
The Ninth Circuit found such acts infringed at least two
of the copyright holders” exclusive rights, the rights of re-
production and distribution: “Napster users who upload
file names...for others to copy violate plaintiffs” distribu-
tion rights. Napster users who download files contain-
ing copyrighted music violate plaintiffs” reproduction
rights.”82 If it is found that a copy is in fact being made
at any point, then ReDigi will have infringed Capitol’s
reproduction right.

B. Distribution Right

Capitol contends that ReDigi violates its distribution
right. In 2001, the U.S. Supreme Court in New York Times
Co., Inc. v. Tasini® found that the copyright owners’ dis-
tribution rights in freelance articles were violated when
copies of the copyrighted articles were sold through an
online database.3* According to Nimmer, Tasini “cements
the...proposition that an electronic transmission of a
copyrighted work implicates that owner’s distribution
right as to copies.”® As discussed above, the distribution
right applies to both legally and illegally made copies.5¢
Thus, whether or not ReDigi is making unlawful copies,
Capitol can pursue a claim against ReDigi for unauthor-
ized distribution. However, if is it found that ReDigi is
not making and distributing illegal copies and is instead
transmitting the original legal copy to another person,
this may be protected under the first sale doctrine.?”

VI. Argument That the First Sale Doctrine Does
Not Apply to ReDigi

As noted, ReDigi maintains that its cloud system
and marketplace are structured to fall within the first
sale doctrine.®® Capitol disputes this assertion. If it were
found that ReDigi were selling unlawfully made copies,
Capitol argues, the first sale doctrine would not protect
these sales because the first sale doctrine

permits “owners of a particular copy or
phonorecord lawfully made under this
title...to sell” that copy or phonorecord.
ReDigi, however, is not an “owner” of
any such lawfully made copy, nor is
ReDigi disposing of the actual “particu-
lar copy” purchased by a user. Rather,
ReDigi and its users are making and
distributing unauthorized copies of that
original file.®

On the other hand, if it is found that ReDigi transfers the
original, legal digital music file without making any il-
legal copies,” Capitol believes the first sale doctrine does
not apply because the distribution right is still implicated.
Capitol’s argument is grounded in the proposition that
the first sale doctrine “does not readily transfer to the dig-
ital environment.”?! In addition to the Copyright Office
report discussed above,?? a 1996 letter from the Register of
Copyrights to the House of Representatives Subcommit-
tee on Courts and Intellectual Property supports Capitol’s
position.” The letter, written in response to questions
from the House concerning the National Information
Infrastructure Copyright Protection Act,* answers a ques-
tion that directly addresses ReDigi’s situation:

Is it possible [to] transfer an original in
the digital environment without simul-
taneously making an infringing copy?

If it is possible, do you believe that the
first sale doctrine should be limited in the
digital context for the same reasons that it
was limited in 17 U.S.C Section 109(b)(1)
(A) (Supp. 1995)?%

The answer, provided by then Register of Copyrights
Marybeth Peters, is that “simply requiring the original to
be destroyed does not result in an entirely equivalent situ-
ation” to transferring a physical copy:

First, the destruction requires an af-
firmative act, which may not always
take place, and will be hard to prove or
disprove. Second, the potential to inter-
fere with the copyright owner’s market
is much greater. In a transfer involving

a tangible copy, there has been a single
act of reproduction, for which the copy-
right owner has received recompense.
The transfer requires a physical activity,
entailing some inconvenience, similar to
visiting the bookstore. In addition, the
physical copy is no longer new, making
it less valuable or appealing in certain
respects. In the on-line world, in contrast,
the transmission can take place instanta-
neously, there can be multiple transmis-
sions from a single transferor, the quality
of the copy remains equivalent, and the

recipient need not leave home to obtain
it.%

Even if an “affirmative” act were not required to re-
move the original copy from the transferor, the argument
can be made that although ReDigi removes copies from
hard drives and other synced devices,” it cannot ensure
that the transferor no longer possesses a copy, such as on
a CD made by “burning” the song from the transferor’s
hard drive onto the CD.
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The Peters letter concluded that the first sale doctrine
should not protect digital distributions of copyrighted
works based on

the facts that digital transmissions do
not implicate the core policies behind the
first sale doctrine, that no hardship to
users has been demonstrated, and that it
may not be possible to craft an equiva-
lent exception for transmissions without
significantly impairing the copyright
owner’s market for exploiting the work
through digital networks....%8

Capitol could add that “[t]he diminution of the copy
owner’s right to dispose of her property has been justi-
fied by the need to preserve the creative incentive that
drives development”? and that “/[w]hatever loss may
occur from the absence of a first-sale right in the digital
environment should be more than offset by the lower] ]
costs and vastly broader selection of content made pos-
sible by Internet distribution.”””1%

VIl. ReDigi’s First Sale Defense

A. The Reproduction Right

ReDigi disputes Capitol’s contention that during
each step of the process (uploading, storing, and transfer-
ring) a copy is made.!%! Being able to demonstrate that
ReDigi never makes a copy of the digital music files that
are uploaded, stored, and transferred on its system is
critical for ReDigi to distinguish itself from other sys-
tems, such as Napster, that have been found to violate of
a record label’s reproduction right.

ReDigi distinguishes its system from file-sharing
systems:

If you own a music file, that file is copied
into the computer’s memory whenever
you listen to it. This copying is legal.
Making copies for your own use is also
generally permissible. Making unauthor-
ized copies of music files and handing
them out or making them available to
anyone who wants them is not legal.
ReDigi does not share files and does not
make it easy to share files. ReDigi will
not allow its users to sell their legally
allowable music files if it discovers cop-
ies of those files on their computer or on
another users’ computer.!0?

It remains to be seen whether or not ReDigi can prove
this.10

B. The Distribution Right

Despite the suggestion from the Copyright Of-
fice that the first sale doctrine does not apply to digital
works, ReDigi has some support for its argument that it
does.!% Nimmer lists the four elements that must be met
to establish that the first sale doctrine applies: “(a) the
copy was lawfully produced, (b) it was transferred under
plaintiff’s authority, (c) the defendant is the lawful owner
of the copy, and (d) the defendant simply distributed that
particular copy.”% Nimmer argues that the first sale doc-
trine applies to digital distributions, using the example of
the transfer of a digital copy of a movie. Nimmer asserts
that the first sale doctrine applies if the file passes from
one computer to the other without making a copy (just as
a DVD can be handed from one person to another) and if
the transferor’s file is then expunged from his or her com-
puter.!% ReDigi similarly describes its system as transfer-
ring a file from the seller’s cloud to the buyer’s cloud,
without making a copy, and, in the process, removing the
file from the seller’s possession.'?”

From ReDigi’s perspective, there is no reason why
the reasoning of C.M. Paula Co. v. Logen'® does not apply:
“[TThe policy favoring a copyright monopoly for authors
gives way to the policy opposing restraints of trade and
restraints on alienation.”!%

ReDigi’s argument focuses on the consumer’s rights
and its objective to translate the right to transfer into the
digital world. While the Copyright Office “presents a
compelling argument for the copyright holders against
unrestricted trade of digital files, it does not address the
other side of the balance: the right of an owner of a legal
copy to dispose of it.”1? In deciding which side has the
stronger case, it is important for a court to take into ac-
count all of the rights at issue.

VIIl. Additional Arguments Made in Capitol
Records v. ReDigi, Inc.

One allegation made by Capitol in its complaint, not
discussed above, is that the first sale doctrine does not
apply because “neither ReDigi nor its users resell the
original material object that resides on the original user’s
computer.”!!! ReDigi points out that section 106 refers
only to “copies” and “phonorecords.”!? If these terms are
to be limited to their definitions in section 101, the label’s
exclusive right does not extend to digital works, and
ReDigi therefore does not infringe. In fact, the courts have
interpreted “copies” and “phonorecords” as applying to
digital works.!3

Capitol also questions the reliability of ReDigi’s
“Verification Engine,” which is used to determine if a
user’s tracks were “legally downloaded.”!* The com-
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plaint alleges that even if files are lawfully obtained, they
still may be restricted from resale by the original ven-
dor.!'> “For example, Amazon.com—a common source
and likely the origin of many ReDigi uploads—expressly
prohibits users of its MP3 Music Service from any dis-
tribution, transfer, or sale of recordings downloaded via
that service.”!® However, on ReDigi’s website, and in its
preliminary injunction brief, it asserts that the only files
eligible for upload to its system are those legally ac-
quired through iTunes, not Amazon or other online music
stores.!”

Finally, ReDigi acknowledges that some copying does
take place. Specifically, it states that during the uploading
process and the storing process copies are made, but it
claims these copies are protected by the fair use doctrine
and the essential-step defense.!8

IX. Conclusion

However Capitol Records, LLC v. ReDigi, Inc. is re-
solved, it is sure to have a significant impact on both the
music industry and consumers. If ReDigi prevails, there
might be a negative impact on the market for “new” digi-
tal music, and this may reduce the incentives of the labels
to create new works. Eventually, Congress may have to
amend the Copyright Act to reflect these technological
changes so that the Copyright Act continues to reflect its
ultimate objective, “[t]Jo promote the Progress of Science
and useful Arts....” 119

Editor’s Note

On March 30, 2013, as this issue was going to press, the
court granted Capitol’s motion for summary judgment. The
court rejected ReDigi’s first sale defense (as well as its fair use
defense) and held ReDigi directly, contributorily, and vicari-
ously liable for violating Capitol’s reproduction and distribu-
tion rights. The court held that because ReDigi made new
unauthorized copies of its users’ music files in violation of
Capitol’s reproduction rights, its first sale defense failed because
the copies were neither “ lawfully made” nor the “particular”
copies owned by the seller, as section 109(a) requires.
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Scorpio S.A. v. Willis and Termination Rights

By Ana-Karine Hallum

1. Introduction

Most people in the United States are familiar with the
Village People song “Y.M.C.A.,” and many even know
the accompanying hand motions. Less well known is that
one of its writers, Victor Willis, has been embroiled in a
legal battle for the last year attempting to recapture his
rights in the song.!

After spending twenty-six weeks on the Billboard
top 100 in the 1970s,2 “Y.M.C.A.” sold over a million cop-
ies in the United States in less than two weeks and was
certified platinum by the Record Industry Association of
America.? For the first three weeks of 1979, the single was
also Number One on the British charts.*

The Village People began to withdraw from the
limelight in the 1980s. The group’s music stayed popular
mostly at smaller-scale events; it was hired to perform
at weddings, bar mitzvahs, and corporate gatherings.?
Although “Y.M.C.A.” was no longer as popular or lucra-
tive as it had been, the song still had emotional impact.
“["YM.C.A’] is the single most important song to hit the
Jewish religion since ‘Hava Nagila,” Roger Bennett, co-
author of Bar Mitzvah Disco, told Spin magazine. “They
opened our eyes to different career possibilities: a cop, a
builder, a flamboyant Indian....”® It wasn’t until the 1990s
that “Y.M.C.A.” snuck back into the hearts and minds of
the American public, however, due in large part to Joseph
Malloy, the son-in-law of the late New York Yankees own-
er George Steinbrenner, who made “Y.M.C.A.” a staple of
the fifth-inning grounds crew routine at Yankee Stadium.
Other teams took notice,” and the song became part of a
baseball routine that continues to this day.®

Affection for “Y.M.C.A.” and other Village People
hits has translated into dollars for the copyright owners.
This inspired Willis to seek to take advantage of this con-
tinued revenue stream by terminating the licenses and
assignments he had granted for “Y.M.C.A.” and other
Village People hits in accordance with the termination
provisions of the Copyright Act.

Sections 203 and 304 of the Copyright Act give au-
thors “a second bite at the apple” by affording them a
second chance to fully exploit the value of their works.
Both provisions were enacted to protect authors from un-
remunerative transfers made before the value of a work
was known.!? Section 203 addresses grants made on or
after January 1, 1978, while interests transferred before
January 1, 1978 are addressed in section 304.!! Under sec-
tion 203, the termination of transfers executed on or after
January 1, 1978 may be effected during a five-year period
beginning thirty-five years after the date of the transfer
by serving notice in writing.!? Thus, grants that occurred
in 1978 become eligible for termination in 2013.

Willis was among the first to take advantage of sec-
tion 203. He filed notices of termination “on the first
date [he was] able to”!® of grants relating to thirty-three
songs.!* Thereafter, Scorpio, a French publishing company,
Can’t Stop Productions, Inc., (CSP), and Can’t Stop Music
(CSM), Scorpio’s exclusive sub-publisher and U.S. admin-
istrator, respectively, brought an action in the Southern
District of California challenging the validity of the ter-
mination notices.!® The court, however, sided with Willis,
holding that a joint author who individually transfers his
copyright interest has the right to terminate that grant
unilaterally pursuant to section 203. Many expect the rul-
ing to have a significant bearing on termination efforts
that are anticipated to be filed by popular artists of the
1970s, including Bruce Springsteen, Bob Dylan, Billy Joel,
Tom Petty, and many others.®

“Sections 203 and 304 of the Copyright
Act give authors ‘a second bite at the
apple’ by affording them a second chance
to fully exploit the value of their works.”

This article evaluates the ruling in Scorpio v. Willis
with a focus on the continuing evolution of the termina-
tion provisions. It first explores the origin and develop-
ment of section 203 as well as the authorship issues impli-
cated by section 203. It then discusses Scorpio v. Willis and
concludes by discussing some potential implications of
the case.

Il. The Termination Right

A. Origin of the Termination Provisions

When federal copyright protection began in the
United States in the late 1700s, Congress attempted to
ameliorate the harsh consequences of unremunerative
transfers from authors to publishers by providing copy-
right protection in two separate terms: an initial term and
a renewal term that commenced, if exercised, at the end
of the first term. These terms were initially fourteen years
each,!” which was changed to an initial term of twenty-
eight years and a renewal term of fourteen years.!® The
1909 Copyright Act provided initial and renewal terms of
twenty-eight years each.!® For copyright protection to be
extended into the renewal term, the author or the author’s
heirs had to file for renewal during the year prior to the
end of the initial term.?’ Congress justified the renewal pe-
riod by explaining that authors often transfer their copy-
right interests for a little money to publishers at or near
the time of creation.?! However, often a work would be
successful beyond its initial term, and Congress felt that
the author should be able to sell the copyright in a work

30

NYSBA Bright Ideas | Spring/Summer 2013 | Vol. 22 | No. 1



without losing the renewal rights—that it “should be the
exclusive right of the author to take the renewal term” of
the work.?

Unfortunately, this frequently resulted in authors
granting the rights to both a work’s original term and
to its renewal term.? The Supreme Court held in Fred
Fisher Music Co. v. Witmark & Sons?* that, although it ran
contrary to legislative intent as expressed in reports of
the House and Senate Committees, more explicit statu-
tory language was required in order to find a restraint
on the granting of renewal rights.?> The Court reasoned
that such a purpose would have been included in the
language of the statute had the Act been intended to end
the practice of assigning renewal interests, which had
become the common practice prior to passage of the 1909
Act.? This ruling strengthened the ability of publishers
to request or even demand grants of renewal rights from
their authors. Because publishers routinely required writ-
ers to assign both original and renewal terms, it often was
only upon the author’s death that the assigned renewal
rights reverted to the author’s heirs.?’

The 1976 Copyright Act extended the life of copy-
right from two shorter terms to a single longer term,?
and it gave authors the right to terminate grants that may
have proven to be unfavorable.?’ As noted, the termina-
tion provisions—sections 203 and 304—addressed grants
executed by the author on or after January 1, 1978, and
grants executed before January 1, 1978, respectively.®’ The
purpose of these provisions is to protect authors from
unremunerative transfers that occurred before the value
of a work was known3! and to give them (or their heirs)

a second chance to exploit the value of their works by re-
capturing the copyright rights.

The House Report on the 1976 Act specified that a
termination right was needed “because of the unequal
bargaining position of authors, resulting in part from
the impossibility of determining a work’s value until
it has been exploited.”3? While the purpose of the 1909
Act renewal terms was similar,® the 1976 Act responded
to the Supreme Court’s invitation to provide expressly
nonwaivable termination rights.3* The new provisions
also included another change: rather than the work fall-
ing into the public domain, if an author does not exercise
his right to terminate his original grant, the rights to the
work now remain with the grantee.

According to Professor Paul Goldstein, the renewal
provisions of the 1909 Act rested on three propositions:
(1) the term of copyright should be long enough to con-
sist of both an initial and a renewal term; (2) works that
have no significant commercial value by the end of their
initial term usually will fall into the public domain be-
cause their authors have no incentive to renew; and (3)
“because works that continue to enjoy commercial value
after the initial term are more likely to owe their success
to the genius of their authors than to the capital and labor

contributed by the author’s assignees or licensees, the
author has the stronger entitlement to revenues earned
in the renewal term.”%> However, while the termination
provisions of the 1976 Act share the first and third of
these premises, they allow a non-terminated transfer to
subsist for the full term of copyright rather than allow-
ing the work to fall into the public domain.?® This change
inherently places a higher value on the commercial vi-
ability of the work by automatically assigning ownership
to either the author or the grantee for the duration of the
copyright.

When section 203 termination rights are not exer-
cised, an author still may take advantage of them through
commercial forbearance. That ownership interests remain
with the assignee or licensee, rather than passing auto-
matically to the public domain or to the author, does not
mean that Congress meant to benefit the transferee at the
expense of the author. An author can use section 203 as
leverage to obtain better licensing terms with the grantee.

B. Who Has the Right to Terminate?

As noted, the termination of transfers for works cre-
ated on or after January 1, 1978 may be exercised at any
time during a five-year period between 35 and 40 years
after the date of the transfer.” The copyright owner must
give written notice to both the transferee and to the Copy-
right Office stating the intended termination date, and the
notice must be sent any time between two and ten years
prior to the termination date.® If the transferee trans-
ferred the copyright, notice must be sent to the current
owner if the terminating party is aware of the transfer.’

An important question of statutory interpretation has
arisen concerning section 203. Section 203(a)(1) provides
that “[i]n the case of a grant executed by one author, ter-
mination of the grant may be effected by that author.”4
It further provides that “[i]n the case of a grant executed
by two or more authors of a joint work, termination of the
grant may be effected by a majority of the authors who
executed it.”4! Whether a notice of termination must be
effected by a majority of authors who executed the partic-
ular grant or by a majority of the co-authors of the work is
a key question in Willis. Several respected commentators
have interpreted the statute as requiring consent from a
majority of the authors.*?

But on its face the statute seems to imply that section
203 refers only to authors who are party to the grant at
issue. The language refers to the termination of a grant
“effected by a majority of the authors who executed it”;
“grant,” it would appear, is the antecedent of “it.” Thus,
if two or more joint authors participate in a single grant,
a majority of them must terminate the grant.*3 This im-
plies that an author of a joint work who has entered into
a grant pertaining only to his own copyright interest can
terminate that grant without the participation of other
authors under the first part of section 203(a).** If there is
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more than one grant, the section 203 termination right
can be exercised separately for each grant.

The term “grant” as used in section 203 is not de-
fined. Transfers of copyright ownership are defined in
section 101 to include “an assignment, mortgage, ex-
clusive license, or any other conveyance, alienation, or
hypothecation of a copyright or of any of the exclusive
rights comprised in a copyright, whether or not it is
limited in time or place of effect, but not including a non-
exclusive license.”#® Assignments and exclusive licenses
are the most common types of transfers.* While the 1909
Copyright Act defined copyright ownership as indivis-
ible, the 1976 Act allows ownership to be divided among
the section 106 copyright rights without restriction.*” The
Copyright Act also requires that transfers of ownership
must be in writing and signed by the owner of the rights
conveyed (or the owner’s authorized agent).*

C. Whols an Author?

Putting aside works made for hire, anyone who has
made a creative contribution to a work might have an
authorship claim.* This is important in the context of
termination provisions because one must be an author
to terminate a grant.>® Unless Congress defines the term,
courts will continue to determine how to construe au-
thorship. A recent article jested that even after allegedly
collaborating with over seventy people on three solo al-
bums, Beyoncé and her “army of writers...still [couldn’t]
come up with songs that are original.”>! Beyoncé’s third
solo album, I Am...Sasha Fierce, credits so many songwrit-
ers, engineers, producers, mixers, and arrangers that
it reads like a small-town phone book. Whether any of
these people are co-authors will depend on their creative
contributions, the intent of the participants, and, in some
cases, written agreements. However, written acknowl-
edgment does not necessarily indicate authorship, and it
is also possible that uncredited participants may legiti-
mately claim authorship.

A “joint work” is a work “prepared by two or more
authors with the intention that their contributions be
merged into inseparable or interdependent parts of a uni-
tary whole.”>? Nimmer proposes that a joint work should
instead be defined as one in which the copyright “is
owned in undivided shares by two or more persons.
It follows that while the product of joint authorship is
a joint work, a joint work may not necessarily be the
product of joint authorship. Nimmer explains that a joint
work will result in the following circumstances:

7753

(1) if the work is a product of joint au-
thorship; (2) if the author or copyright
proprietor transfers such copyright to
more than one person; (3) if the author
or copyright proprietor transfers an un-
divided interest in such copyright to one
or more persons, reserving to himself an
undivided interest; (4) if upon the death

of the author or copyright proprietor,
such copyright passes by will or intestacy
to more than one person; (5) if the re-
newal rights under the Copyright Act or
the terminated rights under the termina-
tion of transfers provisions, vest in a class
consisting of more than one person; (6)

if the work is subject to state community
property laws.>

Because jointly authored works are a type of joint work,
each contributor owns an undivided interest in the work,
including in the contributions of the other authors.> In
works of joint authorship, a “joint laboring in furtherance
of a preconcerted common design” is essential.*® Without
it, the resulting work should not be considered a joint
work. There must be an intention at the work’s inception
that the contributions be merged.>” This does not mean
that joint authors must necessarily work in the same room
at the same time or that each author’s contributions must
be qualitatively or quantitatively similar.>®

Some cases have focused on whether a claimed au-
thor is “the mastermind” of the work,* but this test has
sometimes been rejected due to its susceptibility to in-
equitable treatment.®’ Although the purpose of looking
for the “mastermind” may be to identify a single author,
there is no basis for the proposition that a creative con-
tributor should be denied co-authorship rights because
he did not play the most important role in the creation
of the work. A creative contribution need not be qualita-
tively or quantitatively equal to another’s to qualify for
joint authorship.®! Justice Holmes stated that many ideas
“grow better when transplanted into another mind than
the one where they sprang up.”%? It has been pointed out
that while many assume that featured performers, along
with their “creative hands-on record producer[s],” are the
authors of sound recordings, time may reveal more com-
plicated entanglements of people involved in the creative
processes. According to former Register of Copyrights
Marybeth Peters, courts “are going to look at what the
contribution is, as opposed to all the creative efforts as a
whole, to decide who rises to the level of an author.”%?

Copyright protection for sound recordings is relative-
ly recent.®* Unlike a musical composition, which may be
fixed in sheet music by one or more authors, a sound re-
cording often involves the participation of a large number
of people. Musicians, vocalists, and some producers are
selected for the way that they will contribute to the sound
of the works.%® However, it is possible that co-authorship
in a sound recording will be easier to establish than
co-authorship in a musical composition.® If an author
engages a particular musician or producer because he is
“identifiable” and sounds “unique,” that in itself is a basis
for arguing that the individual may be a co-author of the
resulting sound recording.®” Mixing engineers, thanks to
their manipulation of sounds into a final product, also
may be recognized as co-authors.®®
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Music attorney Bob Donnelly posits, however, that
music engineers generally will not be viewed as co-
authors of sound recordings® because in most cases they
are simply “executing the creative vision of the artist
and producer.””? But he points out that there are some
“superstar mixers and engineers” who are hired to con-
tribute their unique creative vision.”! As a practical rule,
Donnelly believes that record producers, who routinely
participate actively in the creation of sound recordings,
will be considered authors.”? While there is no standard
producer-as-author test, Donnelly suggests that if a pro-
ducer is receiving a portion of royalty payments, it is a
likely sign that he contributed creatively in a substantial
way and thus will be considered an author.”

In the case of studio musicians or backup vocalists,
on the other hand, Donnelly assumes that they gener-
ally are not entitled to co-authorship status. In the case of
songs written in the studio, authorship in sound record-
ings could mirror authorship in compositions. In either
scenario authorship depends on whether the musician is
singing or playing a part that was written, arranged, and
directed by another person or if his or her contributions
add an extraordinary creative sound, lyric, or notes.”
Donnelly cites Jimmy Page’s work on “You Really Got
Me” and Martha Wash’s “Everybody Dance Now” on
C+C Music Factory’s “Gonna Make You Sweat” as poten-
tial examples of co-authorship.”” In many cases, studio
musicians and vocalists sign written declarations assign-
ing all right, title, and interest in their contribution as a
work for hire.”® However, the validity of many standard
work-for-hire declarations, particularly in the context of
sound recordings, is yet to be determined.

lll. The Village People as Authors

With this background, we turn back to the Willis
case. One of the arguments Scorpio made was that Willis
was a mere employee, simply doing as he was told, and
therefore was not an author. However, even the story of
the inception of the Village People is ambiguous, with
different people credited with varying levels of participa-
tion. In one version, the late French composer Jacques
Morali is credited with creating the group in 1977 with
his friend and business partner Henri Belolo.”” According
to this version, the two of them came up with the concept
around 1975 after Morali followed a Native American
with bells on his feet through New York’s Greenwich
Village and into a bar. At the bar, a man dressed as a cow-
boy watched the Native American dance.”® The scene so
strongly impressed Morali that it sparked a fantasy of dif-
ferent characters that, to him, represented the “American
man.” Together, Morali and Belolo used these characters
to create The Village People.” A slightly different version
of the story has bartender and dancer Felipe Rose, the
group’s original “Native American” character, as the man
that Morali and Belolo followed.®* Rose allegedly was
invited to take part in sessions for the first album, sing-

ing behind Willis.#! However, Willis was not writing for
the group yet. Some original album tracks, such as “San
Francisco (You've Got Me),” credit Jacques Morali, Henri
Belolo, Peter Whitehead, and Phil Hurtt as writers.8?

While one account has Morali and Belolo selling their
label on the Village People concept before any of the roles
were cast,® Willis” website states that the group was not
created until after Morali and Belolo met and recorded
with Willis.8* In this version of events, Morali and Belolo
were so impressed by Willis” performance in “The Wiz”
on Broadway that they developed the concept of the Vil-
lage People around his voice.?> Morali approached Willis
and told him “I had a dream that you sang lead on my
album][,] and it went very, very big.”% Willis agreed to
perform on the album as lead singer, with background
tracks provided mostly by studio musicians.?” Because
the first album was recorded before the entire group was
formed, the album art showed mostly models.®® Eventu-
ally, a group was assembled and characters chosen. Willis
chose the cop persona—"to keep the law and order”%—
and under his leadership the group thrived

Scorpio initially alleged that CSM hired Willis be-
tween 1977 and 1979 merely to translate and create new
lyrics for certain songs owned and published by Scorpio
in France.” But the copyright registrations for all thirty-
three compositions at issue, all rights to which were trans-
ferred after January 1, 1978, list Willis as one of several
writers (i.e., not merely as a translator).”! These songs
include “Y.M.C.A.,” “In the Navy,” and “Go West.”> The
Copyright Office lists Jacques Morali, Henri Belolo, and
Victor Willis as the writers of those three songs as well as
of many of the others Willis sought to recapture.”® Willis
transferred his copyright interests in the works through
adaptation agreements to CSM. CSM then assigned its
rights in the lyrics to Scorpio.®* The agreements provided
that Willis would receive a percentage of the gross re-
ceipts from exploitation of the works.”®

IV. The Lawsuit

After Willis served notices of termination in January
of 2011 with respect to his interest in thirty-three com-
positions, Scorpio (hereinafter including CSM and CSP)
sued for a declaration that the termination notices were
void.”® Scorpio made two arguments: (1) that Willis was
employed by CSM as a singer and songwriter on a work-
for-hire basis, writing and translating under supervision
in paid-for facilities, and, alternatively, (2) that the com-
positions were joint works, and, pursuant to section 203, a
majority of authors must execute the termination notice.”
At the hearing Scorpio withdrew the work-for-hire argu-
ment.”® In the event that the termination were found to be
valid, Scorpio requested that Willis’s reversion of rights
be limited to his percentage of compensation as agreed in
his original transfers.”” Scorpio also requested that Willis
be enjoined from terminating any licenses issued or deriv-
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ative works authorized by Scorpio prior to termination of
the copyright assignment.!?

Willis moved to dismiss, with the support of an
amicus brief by the Songwriter’s Guild of America.!!
Willis did not argue that he was the sole author of the
works but, rather, claimed he was the sole grantor of the
transfers at issue.!> Willis also contended that Belolo,
although listed as an author on the copyright registra-
tions, was not actually a co-author.!®® In its opposition,
Scorpio contended that Willis could not terminate the
copyright assignment in joint works because a majority
of the joint authors of a work or their respective succes-
sors are required to terminate under section 203.1% Willis
replied that termination must be effected by a majority of
the authors who executed the grant, not a majority of the
authors of the work.1%

In its May 2012 ruling,'% the court looked to the lan-
guage and purpose of section 203 and held that a joint
author who transfers his copyright interest separately
from other authors of the work has the right to terminate
that grant unilaterally pursuant to section 203.1%7

Scorpio had argued that Willis” notice of termination
would terminate the interest of all other authors in their
separate grants, relying on the following passage from
Nimmer:

Suppose that a work is written by five
joint authors, only three of whom join

in executing a grant either of their inter-
est in the copyright or of a nonexclusive
license of the work.... If two of three
executing joint authors join in a termina-
tion (regardless of how many authors
wrote the work), they thereby terminate
the rights granted by the third executing
joint author. It is the grant per se, and not
merely the terminating authors’ respec-
tive grants of rights therein, that is termi-
nated. A termination by two of the three
executing joint authors also affects the
rights of the remaining joint authors who
neither joined in the original execution
of the grant nor in its subsequent termi-
nation. Whatever rights were properly
conveyed in a joint work are terminated
if the requisite number of authors who
made the grant join in the termination.
This status remains true even though the
grant and its termination may affect (ei-
ther favorably or adversely) the rights of
nongranting joint authors.!%

The court, however, noted that the “plain meaning” of
section 203 refers to a single grant.!” This means that if
a grant only lists one author, that author may terminate
without regard to how many grants exist pertaining to

the work; however, if a grant is executed by multiple au-
thors, a majority of those authors is required for termina-
tion. The court further determined that Congress “was
aware that a joint author may grant his interest in the
joint work separately from his co-authors or may join in a
grant with one or more of his co-authors,”!'? emphasizing
the statutory language “[iln the case of a grant executed
by two or more authors of a joint work.”!!! “In the case
of” implies that a grant in a joint work may, in a differ-
ent case, be executed by just one co-author, with different
conditions for termination. Similarly, the statute does not
state that “where two or more joint authors enter into
separate grants, a majority of those authors is needed to
terminate any of those grants.”112 The court also noted
that the range of dates in which a notice of termination

is sent is determined by the date of the grant’s execution;
if the statute refers to all grants, there is no instruction in
the statute as to how to determine which grant’s execu-
tion date governs the notice.

As for Scorpio’s request that in the event Willis were
found to have a right to terminate his grants of copyright
interest he be “limited to the same percentage ownership
as he receives as compensation relating to the Composi-
tions and as set forth in the Agreements,”!!3 the court
held that Willis is entitled to his undivided, equal interest
as a joint author upon termination, not to the percentage
of royalties provided for in the agreement.!!* Because
Willis transferred his entire interest in the works, the ter-
mination should restore those interests to him. Absent an
agreement between the joint authors that ownership in-
terests be split in a specific way, joint authors share equal,
undivided ownership interests in their joint works.!1>
Thus, because there is no evidence of an agreement be-
tween Willis and his co-authors, ¢ for songs such as
“YM.C.A.,” where Willis is listed as one of three authors,
he will acquire a one-third undivided ownership interest
in the work at the moment of termination!!” even though
his agreement provided for a 20 percent royalty on pro-
ceeds from the work.!8

V. Analysis

The critical issue before the court was whether one
co-author of a joint work may terminate his separate
grant of an interest in the joint work or whether a major-
ity of the authors of the work are needed to effect a termi-
nation."” As one of several writers credited with writing
the thirty-three songs at issue, it was undisputed that Wil-
lis was a joint author. As such, he had an ownership in-
terest in each work as a tenant-in-common, assuming an
equal, undivided, independent interest in each work. As
the court put it, “each co-owner of a joint work becomes a
holder of an undivided interest in the whole.”*?* While it
may seem strange that Willis, one of at least three authors,
would make a separate grant, he may have done so at the
urging of his co-authors; Scorpio and CSP were created
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and controlled by co-authors Morali and Belolo,'?! so it

is possible that Willis wanted to separate rights transfers
from Willis to the company from those of Morali and Be-
lolo. In any event, Scorpio argued that the “grant” in sec-
tion 203 refers to all grants in a joint work collectively, but
there is no textual support for this claim.

In the case of a grant by a sole author, section 203
provides that termination of the grant may be effected by
the author. On the other hand, section 203(a)(1) states that
“in the case of a grant executed by two or more authors of
a joint work, termination of the grant may be effected by
a majority of the authors who executed it.” “It” logically
refers to the antecedent “grant” rather than to the multi-
ple authors who “executed” the work. However, 37 C.ER.
section 201.10, which prescribes the content of the termi-
nation notices, instructs the grantors to include, “in the
case of a joint work, the authors who executed the grant
being terminated.”!?? It does not require inclusion of any
information concerning non-executing authors, consistent
with the statutory language requesting information relat-
ing to authors who executed the grant.

The district court’s conclusion that since Willis had
transferred his rights as a joint author separately from
other co-authors, he was able to validly serve a notice
of termination accords with Congressional intent.!?* In
addition to leaving any co-authors’ interests unaffected
by Willis” termination,'? favoring Willis effectuates Con-
gress’ intent to “’safeguard[ ] authors against unremu-
nerative transfers” and address ‘the unequal bargaining
position of authors, resulting in part from the impossibil-
ity of determining a work’s value until it has been ex-
ploited.””1%> While the outcome is helpful to authors who
have executed grants separately from their co-authors, it
gives individual grantors in joint works a significant ad-
vantage over those who were party to grants by multiple
authors. Publishers and other grantees can simply adapt
industry forms to take this into account, thus heightening
the likelihood of avoiding termination threats altogether.
If Willis had been party to the same grant as Belolo and
Morali, Belolo and Morali would have had the power to
prevent Willis from terminating.

Although the court’s reasoning is consistent with the
plain meaning of the statute, it begs the question of why
any author would choose to execute a grant with his co-
authors if he can do so without them, thereby avoiding
the burden of garnering a majority of grantors (or their
heirs) to effectuate termination down the road. If the abil-
ity of a single grantor to terminate his grant were what
Congress intended, then there would appear to be no
reason that Congress would not have also have wanted
a joint author who executed a grant with co-authors
to have the ability to terminate only his interest in that
grant. Even if only a small number of authors executes a
grant, if any of them should die before termination rights
vest, an estate potentially consisting of multiple people
acquires the termination right. Obtaining consent to ter-

minate from numerous unfamiliar people places a consid-
erable burden on the surviving author who wishes to ter-
minate. In Willis” case, had he shared a grant with Belolo
and Morali, he would have had to convince a majority of
Morali’s estate to permit termination.

“While Willis is a sympathetic
defendant—not only as one of the

first musicians to litigate a section 203
termination, but also as a character in a
beloved musical group going up against
a company that sought to diminish his
creative contributions—the decision

has the potential to influence future
section 203 cases without regard to such
dynamics.”

VI. Conclusion: Potential Implications of Scorpio
v. Willis

Scorpio v. Willis stands for the proposition that “one
author who gives a grant to a publishing company has
the right to recapture the copyright interest he created 35
years ago regardless of what other co-authors do or don’t
do.”126

The decision reinforces Congress’ intent to give au-
thors the opportunity to regain control of their works.
While Willis is a sympathetic defendant—not only as one
of the first musicians to litigate a section 203 termination,
but also as a character in a beloved musical group going
up against a company that sought to diminish his creative
contributions—the decision has the potential to influence
future section 203 cases without regard to such dynamics.
Even though the court’s holding that individual grantors
of joint works may terminate work to the detriment of
authors who executed grants jointly with their co-authors,
it follows the language of the statute. If Congress dis-
agrees with the court’s interpretation of section 203, it is
of course free to amend the statute.

The most one can hope for is a healthy balance be-
tween protecting artists from unremunerative transfers
and not disproportionately punishing grantees. Creativity
is vital, but one cannot discount the significance of the
publisher’s role in the life of a work. Unfortunately, the
premise of an author having to affirmatively exercise his
statutory termination right has the potential to foster hos-
tility on the part of even the most level-headed grantee.
Perhaps an automatic, unwaivable reversion after thirty-
five years would better fit the intent of the 1976 Act provi-
sions, in addition to encouraging publishers and record
labels to plan ahead for reversions and removing at
least some of the temptation of trying to stop them from
happening.
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Amanda Jo Marsh Bartlett
Cynthia Beagles
Addie Adam Bendory
Joshua A. Beser
Michael R. Bielski
Robert Michael Bilotta
David William Blasher
Jason Todd Bowden
Michael S. Brady
Mary Kate Catherine Brennan
Gian A. Brown

Robert Edward Bugg
Ivia Marie Cardozo
Tristan Carrier

Jeffrey K. Cassin

Carla Charny

David Cheek

Kristina Chiu
Kuan-hsun Chiu
Sungil Cho

Shih-pan Chuang
Christine McDonnell Coldiron
Ronald D. Coleman
Kelvin D. Collado
Kara Cormier

Richard Anthony Crudo
Walter H. Curchack
Laura Elizabeth Dale
Anthony Dandola
Andrew James Danford
Richard A. Danzig
Dina L. Davalle
Gregory S. Demarco
Elias Demopoulos
Patrick Dempsey
Jennifer Lynn Dereka
Michael DiBello
Wenjin Ding

Melissa Kay Dobson
Laurelyn E. Douglas
Na Du

Delaine Marie Duncan
Joy D. Echer

William Eisenhut
Steven A. Estrada
Stephanie Figueroa
Aaron Fischer

Irene B. Fisher

Justine Flachaire
Jennifer Anne Fleury
Philip G. Fortino
Angela M. S. Fox

Peter Frank

Yihan Fu

Bethany Fuentes

Nancy Gates

Renee Marie Gavalas
Vicki Ger

Stefania Rachelle Geraci
Gary Gershik

George Thomas Gilbert
Peter Bernard Goldman
Lisa Grant

Carla M. Greenberg
Jordan D. Greenberger
Rebecca Leigh Griffith
Julia Anne Grimes
Kristina Suzanne Groennings
Roy David Gross

Lee Grosskreuz Hechtel
Caroline Guresz
Margaret M. Haggerty
Jason Christopher Halpin
John Peter Halski
Catherine Page Ham
Jacqueline Cynthia Hatherill
Chrisostomos Minas Hatzis
Benjamin Patrick Hayes
Michelle Lorraine Hayward
John Patrick Heim

David Herman

Stephen C. Herman
Heather C. Hili
Samantha Jane Himelman
Kenie Ho

Lance Hochhauser
Yin-ching Hsueh

Shu-Fen Huang

Patrick John Hughes
Julia Huston

Lia Tecla Iannetti
Tomoya Inoue

Alexander M. Ip

Robert A. Irwin

Enrique William Iturralde
Maryann Jennings

Jason Elton Johnson
Joseph Cornelius Johnson
Helena Eva Marie Jung
Pilseon Kang

Brian Karp

Chaitanya Shaq Katikala
Samantha J. Katze
Charles B. Katzenstein
Mitchel Kay

Steffanie Keim

Lisa Debin Keith

John Robert Kenny
Zoltan Kerekes

Seth Evan Kertzer

Niki Khindri

Adam E. Kraidin

Li-ju Kuo

Anastasia M. Kurochkina
Aryeh Y. Kurz

Leslie Jill Kushner

John Kejun Kwak

Adam Charles Larock
Jonathan William Levine
Brett E. Lewis

Charlotte Amy Lewis
Kyanna Lewis

Annie Lindenhovius

Eric Michael Majchrzak
Ryan Malkin

Leyla Marrouk

Sean Reeves Marshall
Grant McAdams

Lisa Anne McAndrews
Kristen A. McCallion
Erin Elizabeth McCandless
Jason James Mclnnes
Catherine Barbara McPherson
Jesse Medina

Nicole Meghan Megale
Rebecca Menke

Angela Mervar

Yousef M. Mian

Teresa Mihkelson

Elisa L. Miller

Howard B. Miller
Richard C. Miller

Ryan North Miller

Scott Michael Miloro
Diana Theresa Mohyi
William S. Moskowitz
Amber Mufale

Matthew Boland Murphy
Daniel J. Navarro

Jeremy David Newman
William E. Noval

A. H. Meaghan Ntozake-crump
Olumiseun Ogunye
Onyinyechi Okoro

Luis Emilio Ormaechea
Katherine Elizabeth Palakovich
William Palka

Massimo Paternoster
Ryan Matthew Peisner
Adele Louise Pentland
Nicholas Theodore Petratos
Samuel P. Plott

Darrell L. Pogue
Michelle Akritas Polato
Alexandra Lauren Popoff
David M. Posner

Joanna Pressman

Riadh Quadir

Amer Yasin Raja

Alysha Rachael Rajnarine
Stephanie N. Ramirez
Frederick K. Reich
Elizabeth L. Reilly

James Terence Rellis

John F. Resek

Louis Gene Ricciardi
Susan Kahan Rifkin
Mark J. Ringes

Phillip Curtis Robinson
David Rodrigues
Jonathan Roffe

David A. Rosenzweig

C. Randolph Ross

Jessica Rudner

Linda Rushnak

James Lewis Ryerson
Yaasha Sabbaghian
Akihiro Sako

Jason D. Sanders

Marcio Santos

Yusuke Sato

Jon Charles Scahill
Cornelia Maria Schmitt
James H. Schnare
Stephen K. Scibelli
Sarah K. Sellers
Barbara A. Shapiro
Deborah L. Shapiro
Kathleen Shapiro
Aruna Sharma

Jillian D. Sheppard
Rebecca Bao-Rong Shieh
Michael P. Shin

Aaron Y. Silverstein
Jason Edward Sloan
Brooke Adrienne Smarsh
George Bundy Smith
Won Ho Song

Liya Sorrentino

Joseph L. Spiegel
Jessica Zoe Spitzer
Alyse Fiori Stach
Simone L. Sterling
Steven Stern

Timothy E. Stoudt

Jed M. Stricker

Hanna Suh

Paul J. Sutton
Anastasia Sarantos Taskin
Aurore C. Tenenbaum
Craig Tepper

Chika Teranishi

Jomo Gamal Thomas
Joyce Tichy

Elena Torgan

Jose L. Torres

John M. Trani

Jonathan D. Turkel
Robert Joseph Van Maerssen
Ashley Ann Vincent
Robert Volynsky

Adam Everard Wactlar
Donald J. Walker
Francine D. Ward
Joshua Patrick Warrum
Christine Celeste Washington
Daniela Cydney Weiss
Patrick George Weldon
Dalila A. Wendlandt
Benjamin White

Penny Marie Williams
Edward J. Wixted
Kenneth N. Wolf
Jennifer Christine Wolfe
Elizabeth Wysocki
Felicia Y. Yen

Thomas Anthony Yezza
Arabella Yip

Jiyoung Yoo

Sara Elizabeth Yood
Jennifer Sumin Yoon
Stuart Wesley Yothers
Lisa M. Young

Ayman Elfatih Yousif
Michael Jacob Zussman
David Jonathan Zwick
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MEMBERSHIP APPLICATION

New York State Bar Association

INTELLECTUAL PROPERTY LAW SECTION

Membership in the New York State Bar Association’s Intellectual Property Law Section is a valuable way to:

* enhance professional skills;
e keep up-to-date with important developments in the legal profession;

* join colleagues in exciting Section events.

OPPORTUNITIES FOR EDUCATION

The Intellectual Property Law Section offers both the experienced and novice practitioner excellent
opportunities to enhance their practical and legal knowledge and expertise. Through Section activities,
including conferences on intellectual property (an annual Winter event), members may examine vital
legal developments in intellectual property law. The Section’s Web site provides current information re-
garding Section events and offers “members only” access to current issues of Bright Ideas and current
Committee bulletins providing updates on intellectual property law. The Section sponsors continuing
legal education (CLE) credit-bearing programs for Section members at reduced rates. Recent programs
offered by the Section related to computer software and biotechnology protection, conducting intellec-
tual property audits, and practical considerations in trade secret law. Now, with Mandatory Continuing
Legal Education (MCLE) requirements, Intellectual Property Law Section membership is more valuable
than ever before! The Section also sponsors joint programs with Law Schools including an annual writing
contest for law students wherein the winning articles appear in an issue of Bright Ideas.

OPPORTUNITIES FOR PROFESSIONAL DEVELOPMENT

Intellectual Property Law Section committees address unique issues facing attorneys, the profession
and the public. The Section offers opportunities to serve on committees such as Copyright Law; Diver-
sity Initiative; Ethics; Greentech; International IP Law; Internet & Technology Law; Legislative/Amicus;
Litigation; Patent Law; Pro Bono and Public Interest; Trademark Law; Trade Secrets; Transactional Law;
and Young Lawyers.

Committees allow you to network with other attorneys from across the state and give you the op-
portunity to research issues and influence the laws that can affect your practice. Committees are also an
outstanding way to achieve professional development and recognition. Law students are automatically
members of the Young Lawyers Committee. Section members may join more than one committee.

A VOICE IN THE ASSOCIATION

The Intellectual Property Law Section takes positions on major professional issues that affect practi-
tioners and advocates those positions within the New York State Bar Association, the legislature, and the
public.

See page 45 to become a member of the Intellectual Property Law Section
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COMMITTEE ASSIGNMENT REQUEST

Please designate, from the list below, those committees in which you wish to participate. For a list of
Committee Chairs and their e-mail addresses, please refer to page 46 of this issue.

__ Copyright Law (IPS1100) __ Legislative/ Amicus (IPS2300)

___ Diversity Initiative (IPS2400) ___ Litigation (IPS2500)

___ Ethics (IPS2600) ___ Patent Law (IPS1300)

__ Greentech (IPS2800) ___ Pro Bono and Public Interest (IPS2700)

___In-House Initiative (IPS2900) ___ Trademark Law (IPS1600)
___ International Intellectual Property Law (IPS2200) ~ Trade Secrets (IPS1500)

___Internet and Technology Law (IPS1800) ___ Transactional Law (IPS1400)
__ Young Lawyers (IPS1700)
Please e-mail your committee selection(s) to IntellectualProperty@nysba.org
* % *
To be eligible for membership in the Intellectual Property Law Section, you first must be a member of the

NYSBA.

(1 As a member of the NYSBA, I enclose my payment of $30 for Intellectual Property Law Section dues.
(Law student rate: $15)

(11 wish to become a member of the NYSBA and the Intellectual Property Law Section. I enclose both an
Association and Section application with my payment.

[ Please send me a NYSBA application. No payment is enclosed.

Name
Office
Office Address
Home Address
E-mail Address
Office Phone No.
Office Fax No.
Home Phone No.

Please return payment and application to:

Membership Department
New York State Bar Association
One Elk Street
Albany, New York 12207
Telephone: 518/487-5577
FAX: 518/487-5579
http://www.nysba.org/membership
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Section Committees and Chairs

The Intellectual Property Law Section encourages members to participate in its programs and to contact the Section
Officers or Committee Chairs for information.

Advertising Law
Brooke Erdos Singer
Davis & Gilbert LLP
1740 Broadway
New York, NY 10019
bsinger@dglaw.com

Copyright Law

Paul Matthew Fakler
Arent Fox LLP

1675 Broadway

New York, NY 10019
fakler.paul@arentfox.com

Oren ]. Warshavsky

Baker & Hostetler LLP

45 Rockefeller Plaza

New York, NY 10111
owarshavsky@bakerlaw.com

Diversity Initiative

Joyce L. Creidy

Thomson Reuters

530 Fifth Avenue, 7th F1.

New York, NY 10036
joyce.creidy@thomsonreuters.com

Ethics
Philip Furgang
Furgang & Adwar, LLP

1325 Avenue of the Americas, 28th FI.

New York, NY 10019
philip@furgang.com

Rory J. Radding

Edwards Wildman Palmer LLP
750 Lexington Avenue

New York, NY 10022
RRadding@edwardswildman.com

Greentech

Gaston Kroub

Locke Lord Bissell & Liddell LLP
3 World Financial Center

New York, NY 10281
gkroub@lockelord.com

Rory J. Radding

Edwards Wildman Palmer LLP
750 Lexington Avenue

New York, NY 10022
RRadding@edwardswildman.com

In-House Initiative
Chehrazade Chemcham
Louis Vuitton

1 East 57th Street

New York, NY 10022
c.chemcham@us.vuitton.com

Sarah Crutcher

National Football League
345 Park Avenue

New York, NY 10154
sarah.crutcher@gmail.com

International Intellectual Property Law

Anil V. George

NBA Properties, Inc.

645 5th Ave

New York, NY 10022-5910
avgeorge@nba.com

Sujata Chaudhri

House 23, Sector 37

Arun Vihar

UTTAR PRADESH 201303
INDIA
sujatachaudhri@ipgurus.in

Internet and Technology Law
Eric E. Gisolfi

Sabin Bermant & Gould LLP
4 Times Square

New York, NY 10036
egisolfi@sabinfirm.com

Richard L. Ravin
Hartman & Winnicki, PC
115 West Century Road
Paramus, NJ 07652
rick@ravin.com

Legislative/Amicus
Charles E. Miller

Sills Cummis & Gross P.C.
30 Rockefeller Plaza

New York, NY 10112
cmiller@sillscummis.com

Litigation

Marc A. Lieberstein

Kilpatrick Townsend & Stockton LLP
1114 Avenue of the Americas, 21st FI.
New York, NY 10036-7709
mlieberstein@kilpatricktownsend.com

Paul W. Garrity

Sheppard, Mullin, Richter

& Hampton LLP

30 Rockefeller Plz, 24th Fl.
New York, NY 10112-0015
pgarrity@sheppardmullin.com

Membership

William Robert Samuels
W.R. Samuels Law PLLC
230 Park Avenue

Suite 1000

New York, NY 10169
bill@wrsamuelslaw.com

Patent Law

Michael A. Oropallo
Hiscock & Barclay LLP
One Park Place

300 South State Street
Syracuse, NY 13202-2078
moropallo@hblaw.com

Pro Bono and Public Interest
Debra Resnick

FTI Consulting

Three Times Square, 11th FL
New York, NY 10036
debra.resnick@fticonsulting.com

Trademark Law

William Robert Samuels
W.R. Samuels Law PLLC
230 Park Avenue, Suite 1000
New York, NY 10169
bill@wrsamuelslaw.com

Lisa W. Rosaya

Baker & McKenzie LLP

452 Fifth Avenue

New York, NY 10018
lisa.rosaya@bakermckenzie.com

Trade Secrets

Douglas A. Miro

Ostrolenk Faber LLP

1180 Avenue of the Americas, 7th FI.
New York, NY 10036
dmiro@ostrolenk.com

Andre G. Castaybert

Trokie Landau LLP

1133 Westchester Avenue, Suite S-321
White Plains, NY 10604
acastaybert@tlesq.com

Transactional Law

Joseph John Conklin

Coty Inc.

2 Park Avenue

New York, NY 10016-5675
Joseph_Conklin@cotyinc.com

Robin E. Silverman
Golenbock Eiseman Assor Bell
& Peskoe LLP

437 Madison Avenue

New York, NY 10022
rsilverman@golenbock.com

Young Lawyers

Teige Patrick Sheehan

Heslin Rothenberg Farley & Mesiti P.C.
5 Columbia Circle

Albany, NY 12203

tps@hrfmlaw.com
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NEW YORK STATE BAR ASSOCIATION

In The Arena:
A Sports Law Handbook

Co-sponsored by the New York State Bar Association and the
Entertainment, Arts and Sports Law Section

Table of Contents

Intellectual Property Rights and Endorsement Agreements

How Trademark Protection Intersects with the Athlete’s Right of Publicity
Collective Bargaining in the Big Three

Agency Law

Sports, Torts and Criminal Law

Role of Advertising and Sponsorship in the Business of Sports

Doping in Sport: A Historical and Current Perspective PRODUCT INFO AND
Athlete Concussion-Related Issues PRICES

. . . . 2013 | Approx. 500 pages
Concussions—From a Neuropsychological and Medical Perspective Soﬁbgund | PN: 4002 ges|
In-Arena Giveaways: Sweepstakes Law Basics and Compliance Issues Non-Members $75
Navigating the NCAA Enforcement Process NYSBA Members $60
Tltle |X Order multiple titles to take advantage

of our low flat rate shipping charge of

Mascots: Handle Wlth Care $5.95 per order, regardless of the number

of items shipped. $5.95 shipping and
handling offer applies to orders shipped

An Introduction to European Union Sports Law within the continental U.S. Shipping
and handling charges for orders shipped
H tside th tinental U.S. will be based
Dental and OrOfaCIal Safety gﬁ Zlesi\naii;ina:]n(fgdaded tov;ll)uretot(;\s.e

Get the Information Edge i
1.800.582.2452 www.nysba.org/pubs 111k

Mention Code: PUB1988 NYSBA
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Submission of Articles

Anyone wishing to submit an article, announcement,
practice tip, etc., for publication in an upcoming issue
of Bright Ideas is encouraged to do so. Articles should be
works of original authorship on any topic relating to intel-
lectual property. Submissions may be of any length.

Submissions should preferably be sent by e-mail to
Jonathan Bloom, Editor-in-Chief, at the address indicated
on this page. Submissions for the Fall 2013 issue must be
received by July 1, 2013.

Accommodations for Persons with Disabilities:

NYSBA welcomes participation by individuals with dis-
abilities. NYSBA is committed to complying with all appli-
cable laws that prohibit discrimination against individuals
on the basis of disability in the full and equal enjoyment of
its goods, services, programs, activities, facilities, privileges,
advantages, or accommodations. To request auxiliary aids
or services or if you have any questions regarding accessi-
bility, please contact the Bar Center at (518) 463-3200.

At-Large Members of
the Executive Committee

David B. Bassett
Rachel L. Berger
Michelle V. Francis
Anil V. George
Eric E. Gisolfi

Daniel Korn
Raymond A. Mantle
Autondria S. Minor
Jessica R. Murray
Brooke Erdos Singer

Bright Ideas is a publication of the Intellectual Property Law Section of
the New York State Bar Association. Members of the Section receive
a subscription to the publication without charge. Each article in this
publication represents the author’s viewpoint and not that of the Edi-
tors, Section Officers or Section. The accuracy of the sources used and
the cases, statutes, rules, legislation and other references cited is the
responsibility of the respective authors.

Copyright 2013 by the New York State Bar Association.
ISSN 1530-3934 (print) ISSN 1933-8392 (online)
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