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Message from the
Outgoing Chair

Intellectual property is seri-
ous business. Some analysts esti-
mate that intellectual property
adds several trillions of dollars a
year to the U.S. economy alone.
Yet as this issue of Bright Ideas
makes clear, intellectual property
can have a funny bone, too. One
of the more hotly litigated recent
copyright cases, Suntrust Bank v.
Houghton Mifflin Co., 268 F.3d
1257 (11th Cir. 2001), considered
whether The Wind Done Gone and Gone with the Wind can
peaceably co-exist. Reversing the trial court, the Eleventh
Circuit found that the “parody” defense to copyright
infringement likely applied, and dissolved a preliminary
injunction. We are very fortunate to hear in this issue
from Michael Gerber, the author of Barry Trotter and the
Unauthorized Parody, discussing the impact such legal rul-
ings have on creative work. We look forward to featuring
more “practical impact” accounts of other intellectual
property decisions. If you'd like to participate, or have
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Message from the
Incoming Chair

As a long-standing member
of the Intellectual Property Sec-
tion of the New York State Bar
Association, I have always
admired how my esteemed pred-
ecessors worked to build a strong
foundation for our Section.
Under Vicki’s recent guidance
and leadership, the Intellectual
Property Section membership has
swelled to over 2,000 strong, and
our educational programming
schedule has expanded to not only include our Annual
and Fall Meetings, but also CLE programs like “Bridge
the Gap” and individual Committee programming that
has assisted our membership to meet New York’s manda-
tory CLE requirements.

This strong foundation will enable the Section to
move ahead with plans to improve and expand upon our
legal training and CLE program capabilities and incorpo-
rate new technology, such as video conferencing and
Internet-based production formats, to deliver such pro-
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Message from the Outgoing Chair

(Continued from page 1)

suggestions about whom we should interview, please
contact jonathan.bloom@weil.com

We’d also enjoy sharing ideas, and a few chuckles, in
person. We began the year with another sold-out Annual
Meeting program, admirably co-chaired by Ray Mantle
and Harold Burstyn, featuring some of our
“regulars,”including Register of Copyrights Marybeth
Peters, and many new, dynamic speakers presenting
provocative issues and some tentative answers. This
spring brought an international forum, moderated by
Peter Sloane, on the new European Community Design
Protection Regulations featuring Paul Maier, Head of the
Design and Enlargement Division of the OHIM, Alicante,
Spain; two French practitioners, Karina Dimiajian and
Caroline Casalonga, of Bureau D.A. Casalonga Josse; and
Brendan O’Rourke of Proskauer Rose with a U.S. per-
spective.

On May 22, 2002 we co-sponsored, with Cardozo
Law School, a discussion on Eldred v. Ashcroft, the chal-
lenge to the Sonny Bono Copyright Term Extension Act
of 1998 that is currently before the U.S. Supreme Court.
With a variety of noted academics on the panel, it was a
provocative evening. Many thanks to Vejay Lalla for coor-
dinating the panel, and to Bob Clarida for leading the
discussion.

Other panels are in the works, including an expan-
sion of our January discussion of intellectual property
issues in bankruptcy and a panel on ethical issues in
intellectual property law. The Internet Law Committee
also hosts an informative lunch meeting the third Tues-
day of every month. Check our Web site at www.nysba
.org for details.

We have two important dates coming up. Our annual
Fall Meeting at The Sagamore is October 10-13. We will
be sending a flyer soon, but please save the dates and
plan to join us. We will be focusing on the inside story on
some cutting-edge cases, practical pointers on intellectual
property best practices, and new theories you may want
to test out in your next lawsuit.

August 15 is the deadline for submission of law stu-
dent articles for our writing competition, sponsored by
THOMSON & THOMSON. We are looking for good,
unpublished articles (no longer than 35 pages) relating to
the protection of intellectual property. THOMSON &
THOMSON is again generously awarding prizes of
$2,000 for first prize and $1,000 for second prize. Winning
submissions will be published in Bright Ideas. Entries
should be sent to me at victoriacundiff@paulhastings
.com and Walter Bayer at walter.bayer@corporate.ge.com.
More details are on our Web page.

We hope you will participate in one or more of our
programs and become an active member of the Section.
As I pass the torch to our incoming Chair Marc Lieber-
stein, Id like to take this occasion to recognize some of
our longest-term contributors: past Chairs Rory Radding,
Trish Semmelhack, Bob Hallenbeck and Michael Chakan-
sky; active leaders Neil Baumgarten, Walter Bayer,
Jonathan Bloom, Harold Burstyn, Jeff Cahn, Michael Car-
linsky, Phil Furgang, Ray Mantle, Charlie Miller, Mimi
Netter, Rich Ravin, Peter Sloane and Irv Stein; and all of
our Committee Chairs, along with Pat Stockli and Linda
Castilla of the New York State Bar Association. Some of
our newer members, including Vejay Lalla, Marie-Eleana
First, Robert Greener, Joyce Creidy and Debra Resnick are
stepping into our now ten-year tradition. We hope you
will join us. Best wishes to Marc and the Section for
another active decade!

Victoria A. Cundiff

Message from the Incoming Chair
(Continued from page 1)

grams to our members. We will also formalize our exist-
ing relationships with corporate counsel and the judiciary
so we can hear directly from the source how we can bet-
ter serve our clients and improve our practice. Last, the
Section will look outward in this global intellectual prop-
erty environment and seek to obtain insight and opinions
from practitioners around the globe to educate us and
make us more aware of how to procure and protect our
clients’ intellectual property outside the United States. We
invite you to visit the Section's Web page on NYSBA’s
Web site, and visit often, for valuable information, impor-
tant updates in intellectual property law, and news on
upcoming Section events. This will enable you to get the
full benefit of being a Section member.

I have had the privilege of working with, and closely
assisting, all of the Section’s past Chairs—Rory Radding,
Tricia Semmelhack, Robert Hallenbeck, Michael Chakan-
sky and Victoria Cundiff—and I consider them mentors. I
credit them for making the Intellectual Property Section
the fastest-growing Section of the New York State Bar
Association. And I look forward to working with them,
our newly inducted Executive Committee members, and
you to continue to build upon the strong foundation for
education and support that the Intellectual Property Sec-
tion has always provided its membership. Feel free to call
me at (212) 382-0700 or e-mail me at mlieberstein@
ostrolenk.com.

Marc Lieberstein
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Mixed Messages: Parody and Criticism as Defenses to
Trademark Infringement in Domain Names

By Matthew David Brozik

I. Introduction: Before
the Internet

“A parody,” the First Cir-
cuit stated in 1987, “is a sim-
ple form of entertainment
conveyed by juxtaposing the
irreverent representation of
[a] trademark with the ideal-
ized image created by the
mark’s owner.”! The Second
Circuit ruled two years later
that a parody must “convey two simultaneous—and
contradictory—messages: that it is the original, but also
that it is not the original and instead is a parody.”? To
the extent that an alleged parody conveys only the first
message, the Second Circuit added, “it is not only a
poor parody but also vulnerable under trademark law,
since the customer will be confused.”? While a parody
necessarily must engender some initial confusion, the
Tenth Circuit had earlier explained, an effective parody
will diminish the risk of consumer confusion “by con-
veying [only] just enough of the original design to
allow the consumer to appreciate the point of parody.”

But those were the days before Internet usage
became commonplace—at least before everyone and his
landlord had a Web site. Outside of cyberspace, a claim
of parody grounded in the First Amendment remains a
formidable defense against trademark infringement
claims. The rules of parody do not apply as smoothly
online, however, and a successful parody defense to
claims of trademark infringement by means of a
domain name is difficult to mount. This article consid-
ers some recent cases in which this issue, and issues
arising in connection with critical but not strictly parod-
ic sites, were raised and suggests the lessons to be taken
from them.

Il. Parody Exploiting Trademarks Accurately

A prime example of the first legal obstacle that a
parodic Web site operator must overcome is to be found
in People for the Ethical Treatment of Animals v. Doughney.5
In 1995, Michael Doughney registered with Network
Solutions, Inc. (NSI) the domain name “peta.org,” pur-
portedly on behalf of a not-for-profit organization
called People Eating Tasty Animals.6 Doughney set up
at www.peta.org a Web site resource “for those who
enjoy eating meat, wearing fur and leather, hunting,
and the fruits of scientific research.”” One needs little
information and less imagination to recognize that

Doughney intended to take a swipe at People for the
Ethical Treatment of Animals (PETA) (a mark it regis-
tered in 1992), an animal-rights organization with more
than 600,000 members worldwide that is dedicated to
promoting and heightening public awareness of animal
protection issues and is opposed to the exploitation of
animals for food, clothing, entertainment, and vivisec-
tion.# Doughney’s site was patently antithetical to
PETA’s views, but Doughney was considerate enough
to provide visitors with a hyperlink to PETA’s own Web
site.” Nevertheless, PETA sued Doughney in the Eastern
District of Virginia, asserting claims of federal and state
service mark infringement and unfair competition, dilu-
tion, and cybersquatting. Doughney asserted a parody
defense. The district court granted summary judgment
in favor of PETA.

On appeal, the Fourth Circuit looked to New York
law for guidance in determining whether Doughney’s
use of the mark in question was use “in connection
with goods or services,” as required by the Lanham
Act.10 The court stated that to use PETA’s mark “in con-
nection with” goods or services, Doughney need not
have actually sold or advertised goods or services on
the Web site.1! Rather, he need only have prevented
users from obtaining or using PETA’s goods or services
or have linked his Web site to other sites selling goods
or services.12 In Planned Parenthood Federation of America,
Inc. v. Bucci, '3 which the Fourth Circuit followed in
Doughney, the court held that the defendant pro-life
activist’s use of the domain name “plannedparenhood
.com” to identify a site critical of Planned Parenthood
was use in commerce

because it is likely to prevent some
Internet users from reaching plaintiff’s
own Internet [W]eb site. Prospective
users of plaintiff’s services who mistak-
enly access defendant’s [W]eb site may
fail to continue to search for plaintiff’s
own [Web site], due to anger, frustra-
tion, or the belief that plaintiff’s [Web
site] does not exist.14

As Doughney’s site linked to various other sites of
meat, fur, and leather merchants, and hunting and ani-
mal research organizations, the Fourth Circuit might
have found use in commerce without resort to the
Planned Parenthood reasoning, but either rationale would
have sufficed to deem Doughney’s domain name “used
in commerce.”

NYSBA Bright Ideas | Spring/Summer 2002 | Vol. 11 | No. 1



The court then considered whether Doughney’s
parody defense overcame his undisputed infringement
of PETA’s mark.15 To answer that question, the court
asked whether “peta.org” conveyed the requisite simul-
taneous messages of authenticity and illegitimacy—
without reference to the content of the site.16 Finding that
“peta.org,” taken alone, conveys only the message of
authenticity—that is, it does not signal that it is a take-
off on PETA’s mark—the court ruled that the domain
name was not parodic, and therefore was not a defensi-
ble infringement. The court rejected Doughney’s argu-
ment that the second message—that the site is a paro-
dy—is conveyed by the site itself. Following Planned
Parenthood, the court held that if a user would not
receive the second message unless and until visiting the
site itself, then use of the domain name incorporating
PETA’s mark is impermissible.l”

lll. Parody in Name Alone

What about the opposite situation, where the
domain name is parodic on its face, but the Web site it
identifies is not? Is such use defensible? For the answer,
we look to A & F Trademark, Inc. v. Jorgensen.'8 A & F
Trademark, Inc., owner of the federally registered mark
Abercrombie & Fitch—under which its licensee, Aber-
crombie & Fitch Stores, Inc., has sold men’s and
women’s casual clothing since 1892—complained to
Register.com, Inc. about one Justin Jorgensen, who had
registered the domain name “abercrombieandfilth
.com.”1? At www.abercrombieandfilth.com, Jorgensen
maintained a gay-oriented pornographic Web site.20 In
accordance with the Uniform Domain Name Dispute
Resolution Policy (UDRP) implemented by the Internet
Corporation for Assigned Names and Numbers
(ICANN) in 1999, Register.com submitted the dispute to
the World Intellectual Property Organization (WIPO)
Arbitration and Mediation Center for administration
and a determination.?! Enter the ambitious arbiter, sole
panelist Jordan S. Weinstein, in August 2001.22

Weinstein acknowledged that while it is not explic-
itly identified as such in the UDRP, parody nevertheless
might be a valid defense to a claim of trademark
infringement.? He also noted that the Fourth Circuit in
Doughney had held a domain name identical to a trade-
mark to be incapable of being parodic,2* but he stated
his belief that no court or UDRP panel had yet attempt-
ed to create a workable test for determining when a
domain name itself constitutes parody.2> Weinstein
went on to establish a two-part inquiry for identifying
when a domain name is parodic: (1) Does the domain
name itself have the capacity to constitute a parody? (2)
If so, is use of the domain name consistent with a claim
of parody?26

Guided by Doughney, Weinstein found
“abercrombieandfilth.com” to be capable of conveying
the requisite messages of authenticity and illegitimacy
with the requisite simultaneity. Moving to the second
step of his analysis, Weinstein considered whether Jor-
gensen’s use of “abercrombieandfilth.com” was consis-
tent with his claim of parody.?” Weinstein then did what
the Fourth Circuit did not do in Doughney: he consid-
ered the content of the site. “In order to constitute paro-
dy,” Weinstein opined, “the [W]eb site must poke fun at
the goods or services associated with Complainant’s
marks: use of another’s trademark to poke fun at some-
thing unrelated to Complainant’s mark is not parody.”28
Because he found that Jorgensen'’s site did not poke fun
at the Abercrombie & Fitch business venture, Weinstein
ruled that Jorgensen’s site failed the second prong of
the test.??

IV. Back in the S.D.N.Y.

One might question Weinstein’s assertion that no
court had attempted to create a workable test of a
domain name’s parodic nature. After all, the Fourth Cir-
cuit in Doughney had established a test. Perhaps Wein-
stein was referring to want of a test for cases in which
the domain name itself contained a parodic element. In
fact, presumably unbeknownst to Weinstein, while he
was considering the matter before him, the United
States District Court for the Southern District of New
York was considering Mattel, Inc. v. Adventure Apparel30
and preparing to provide some guidance a propos of
Weinstein’s second step.

Adventure Apparel, a sole proprietorship owned by
Jeffrey Groch that sells swimwear and tanning sessions,
registered with NSI the domain names “barbiesbeach
wear.com” and “barbiesclothing.com.”3! With no
unique content yet to associate with these domain
names, Groch “parked” them at his company’s primary
Web site, www.adventureapparel.com. A Web browser
that was pointed to any of the three addresses would
bring up the last.32

Mattel, Inc., the world’s largest manufacturer of
toys, games, and playthings, maker and distributor of
Barbie dolls, and owner of numerous Barbie-related
trademarks, sued in the Southern District of New York
to enjoin Groch'’s use of the two parked domain
names.33 The court found first that “Barbie” is both a
distinctive trademark and a famous mark and that
Groch’s domain names were both confusingly similar to
and dilutive of it.3* Groch asserted a parody defense.
When it considered whether Groch was making a bona
fide noncommercial or fair use of the mark in a site
accessible under either domain name, the court, taking
its cue from the Anticybersquatting Consumer Protec-
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tion Act of 1999,% provided a glimpse into what might
be the future of the law of parody (at least locally):

Groch offers evidence in the form of
an affidavit that the domain names
“barbiesbeachwear.com” and
“barbiesclothing.com” were registered
with the intent to set up a parody site.
Such use would in fact be a protected
noncommercial use and would entitle
its holder further to First Amendment
protection. However, no parody site
was ever established. By “parking” the
domain names at a commercial [Web
site] and conducting business through
the domain name[s] defendant has lost
the ability to claim this factor in his
favor.

* % X%

Groch’s domain name registration
[might] have been protected under the
First Amendment if a parody [site] had
been established at the [URLs]. Howev-
er, he decided to park the two domain
names at the Adventure Apparel [Web
site] and made a sale through . .. www
.barbiesbeachwear.com

If Groch intended that “barbiesbeach
wear.com” and “barbiesclothing.com”
would have become [W]eb sites to par-
ody the negative social impact of por-
traying women in a distorted and
socially harmful manner, he would
have done well not to associate [them]
with his retail [W]eb site which sells
women’s clothing, boots, breast
enhancement products, hosiery and
body stockings.

While hinting at the second prong of a possible
two-prong test, however, the court made no mention of
the first prong: whether the domain name itself is paro-
dic. Groch likely would not have satisfied the first
prong, as neither “barbiesclothing.com” nor “barbies
beachwear.com” simultaneously conveys the messages
that it is an official, sanctioned Barbie Web site and yet
is not. Perhaps “boobie.com”? Or perhaps “barbie
sucks.com,” which probably would pass muster as the
parodic domain name of a Web site taking aim at the
doll.

V. A Critical Alternative: So-called “Sucks”
Sites

Rather than two new general-use, top-level domain
suffixes, namely “.biz” and “.info,” perhaps ICANN

instead should have permitted the establishment of a
“.sucks” domain and created a dedicated lane on the
information superhighway for those who wish to criti-
cize others’ enterprises. As it is, such a shoulder to the
road is defining itself, and that shoulder has a chip on
it, as it were.

Before he considered the respondent’s parody
defense in Jorgensen, arbiter Weinstein determined
whether the domain name at issue, “abercrombieand
filth.com,” infringed the complainant’s mark in the first
instance. Jorgensen likened his domain name to the so-
called “sucks” domain names. In response, Weinstein
pointed out that the “sucks” cases have not created a
clear rule: “directlinesucks.com” and “adtsucks.com”
have been held to be confusingly similar to the marks at
which they take aim, while “wallmartcanadasucks
.com” and “lockheedmartinsucks.com” have been held
not to be.36 Of course, if a domain name is not confus-
ingly similar in the first instance, then a parody defense
is unnecessary, as the complainant/plaintiff cannot pre-
vail on its infringement claim. Nevertheless, arguably
the best insight available regarding whether tacking
“sucks” onto an otherwise protectible trade name con-
stitutes parody comes from a case in which the domain
name was found to be noninfringing. Henry H. Perritt,
Jr., the sole panelist in Wal-Mart Stores, Inc. v. wallmart-
canadasucks.com and Kenneth |. Harvey,3” concluded that
“a domain name including the word ‘sucks’ cannot be
confusingly similar [to the mark to which ‘sucks” is
appended],” and that “a privilege for criticism and par-
ody reinforces that conclusion.”38

Kenneth Harvey registered “wallmartcanadasucks
.com” and made accessible at that address a Web site
critical of Wal-Mart, the retail department store chain.?
Wal-Mart Stores, Inc., owner of the famous registered
mark, brought a complaint against Harvey and his site
before a WIPO panel.40 “Two lines of authority are per-
tinent to this dispute,” Perritt wrote.4! “The first
involves application of factors for determining likeli-
hood of confusion under the Lanham Act to a Web [site]
using the word “sucks’. ... The second involves the
treatment of parody and criticism . . . more generally.”42
Regarding the first inquiry, Perritt concluded that a rea-
sonably prudent user would not mistake the “wallmart-
canadasucks.com” site for any of Wal-Mart’s official
sites and that there is little likelihood that Wal-Mart will
extend its business to operate an official anti-Wal-Mart
site.

So Harvey was already off the proverbial hook, free
to criticize Wal-Mart on his Web site, with the permis-
sion, if not the blessing, of WIPO. Still, because Harvey
had raised a parody defense, Perritt weighed in on that
argument as well. At the outset, Harvey’s posture was
akin to that of Doughney in that the content of the site
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in question was plainly parodic, or at least critical 43
The question remained whether the domain name itself
was parodic. Acknowledging that in domain name dis-
putes it is essential that the “accused domain name
itself signif[y] parodic or critical purposes, as opposed
to [mere] imitation of trademark,”44 and also that
appending “sucks.com” to a company’s name “has
become a standard formula for Internet sites protesting
the business practices of [the] company,”45 Perritt con-
cluded that Harvey had the right to use the domain
name at issue as “a foundation for criticism of the com-
plainant.”46

VI. Beyond “Sucks”

“Many of the WIPO Center ‘protest and criticism’
[c]ases have involved the word ‘sucks” added to a well-
known trademark,” wrote sole panelist Dennis A. Fos-
ter in Burlington Coat Factory Warehouse Corp. v. Smart-
soft.47

Some panels have found the resulting
domain names to be confusingly simi-
lar because Internet search engines pick
up the trademark and cannot discern
that the word “sucks” is now common-
ly used for protest or criticism in Eng-
lish, especially American English. The
Panel does not believe these decisions
accurately reflect the current posture of
U.S. courts. Instead, the Panel is more
in sympathy with a recent WIPO deci-
sion . . . where the Panel found “Lock-
heedsucks” was not confusingly similar
to “Lockheed.”48

Noting that many use the Internet not just to find
providers of goods and services but also to search for
information critical of these providers of goods and
services, Foster found that owners of critical Web sites
“necessarily have to use the trademark owner’s mark,
paired with ‘sucks’ or what-have-you, to signal their
presence on the Internet.”4° But what is this what-have-
you to which Foster alluded?

The case before him was brought by Burlington
Coat Factory Warehouse Corporation, a clothing and
accessory retailer whose product line admittedly
includes items made with animal fur.0 Burlington had
complained about Smartsoft’s registration and use of
the domain names “burlingtonmurderfactory.com,”
“burlingtonkillfactory.com,” burlingtondeathfactory
.com,” “burlingtonbloodfactory.com,” and “burlington
holocaustfactory.com.”>! Foster found, without much
apparent wrangling with his own conscience, that the
respondent’s use of “murder,” “kill,” “death,” “blood,”
and “holocaust” to indicate the critical nature of its sev-
eral Web sites (which were, in fact, critical of the com-

plainant’s business) satisfied the requirements of the
parodic domain name test.52 Foster did not believe that
the public would think that these sites were sponsored
by the complainant.

What did not sit well with Foster, however, was
that the respondent’s use of the domain names at issue
was not pure critical use; it was, in part, commercial
use. In fact, Foster found that the respondent’s critical
use was a mere “fig leaf of protest”>* to defend its use
of the domain names, disingenuously to try to bring its
use of the marks within the safe haven of protest and
criticism.5> The respondent had at its Web sites photo-
graphs of cruelly treated dogs, but it also had advertise-
ments for Dotster, Inc., the online registrar with which
the respondent had registered its sites.? The respon-
dent, Foster found, was primarily interested in selling
Internet domain names, not in saving animals.5” As the
mixed messages of the respondent’s sites therefore
might confuse the public, Foster ordered them trans-
ferred to the complainant.58

VIl. Conclusion

What lessons can we take from these decisions? As
in the real world, parody is a defense to claims of trade-
mark infringement online, specifically infringement by
use of one’s mark within another’s domain name.
When the infringer asserts a parody defense, however,
under the two-part analysis that has emerged, the adju-
dicator will look first to the domain name itself and
determine whether the domain name alone, in the first
instance, conveys the requisite simultaneous messages
of authenticity and inauthenticity. Only if the domain
name passes this test will the content of the site be
examined. If the content is not itself parodic or at least
critical, however, and not exclusively noncommercial,
then use of even an otherwise parodic domain name
will not stand.
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D2000-1015.

49. Id. at*7.
50. Id. at*1-3.
51. Id. at*1.
52. Id.at*8.
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57. Id.at*14.
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Thoughts on Parody from the Author of
Barry Trotter and the Unauthorized Parody:
An Interview with Michael Gerber

Editor’s note: Suntrust Bank v. Houghton Mifflin
Co. 1 the recent highly publicized copyright infringement
case involving “The Wind Done Gone,” Alice Randall’s paro-
dy of Margaret Mitchell’s classic novel “Gone With the
Wind,” sparked debate over the following issue: Can the
owner of the rights to a valuable literary work enjoin publica-
tion of a parody that liberally borrows significant elements
such as characters, setting, and plot elements in order to cre-
ate a new work that comments critically on the earlier work?
Put differently, how can a parodic fair use be distinguished
from an unauthorized derivative work? Where does copyright
protection end and free speech begin?

The Eleventh Circuit, reversing the district court, held
that a preliminary injunction barring publication of the “The
Wind Done Gone” was improperly entered because
Houghton Mifflin had demonstrated that it was likely to pre-
vail on its fair-use defense. In so ruling, the court stressed
that “the public interest is always served in promoting First
Amendment values and in preserving the public domain from
encroachment.”2 In its fair-use analysis, the court found that
while Randall’s work, which retells aspects of “Gone with the
Wind” from the perspective of an invented slave character,
was substantially similar to “Gone With the Wind,” it was a
“transformative” critical statement that aimed to “demystify
['Gone With the Wind’] and strip the romanticism from
Mitchell’s specific account of this period of our history.”3 As
to whether Randall had borrowed more from “Gone With the
Wind” than necessary to achieve her critical objective (the
third fair-use factor), the court declined to reach a conclusion
based upon the limited record before it, but it emphasized that
parodists “must be able to conjure up at least enough of [the]
original to make the object of its critical wit recognizable.”*
With respect to the final fair-use factor—market harm—the
court found that the plaintiff had “failed to demonstrate that
[“The Wind Done Gone”] would supplant demand” for
“Gone With the Wind” sequels.> Concluding that any harm
to plaintiff could be remedied by money damages and that
issuance of an injunction was “at odds with the shared prin-
ciples of the First Amendment and the copyright law,” the
court vacated the injunction (characterizing it as a “prior
restraint”) and remanded for further proceedings.

The issues raised by the Suntrust Bank case went
beyond the legal parsing of Randall’s borrowings from Mar-
garet Mitchell. Lawrence Lessig took the case as an opportu-
nity to criticize the Sonny Bono Copyright Term Extension
Act of 1998—the constitutionality of which will be decided

by the U.S. Supreme Court in Eldred v. Ashcroftt—for per-
mitting powerful corporations that control the rights to
works and characters that have become part of the nation’s
cultural life to profit at the expense of the public domain
without furthering the Copyright Clause’s purpose of pro-
moting science or the useful arts.” Others viewed the case
simply as an improper attempt to assert copyright rights to
suppress important social commentary, while the Margaret
Mitchell estate and its supporters, on the other hand, raised
the specter of a raft of unauthorized sequels poaching famous
copyrighted characters and plots and seeking legal cover
under the mantle of parody. So while the case brought to the
surface the tension between copyright and the First Amend-
ment, it also focused attention on the perceived threat posed
by aggressive corporate rights holders to the vitality of the
public domain, and, on the flip side, the threat posed to rights
holders by free riders.

Aguainst this legal backdrop, we asked Michael Gerber,
author of the recently published novel Barry Trotter and
the Unauthorized Parody, to provide a writer’s perspective
on parody, in particular its status as a literary form in
today’s marketplace.

1.  What is a parody, as opposed to satire and
other forms of criticism, and what leads a
writer to choose parody as a form?

Parody is a technique; satire’s an intent. Swift’s A
Modest Proposal is satire, but it’s not parody—there was
no original widely-known “Immodest Proposal” that
Swift was lampooning. Parody is a specific literary
device where the distinctive details of an original text
are exaggerated or otherwise changed to make a point
about that original and/or the world it inhabits. Paro-
dies are most often satirical, but they don’t have to be;
they can be absurd, nonsensical, whimsical, etc. Parody
is the structure; the flavor and intent varies from work
to work, writer to writer. Barry Trotter, for example, is
satirical, but there’s also a lot of whimsy, some non-
sense, some puns, bathroom humor . . .

Parody is the comic method of choice in our recy-
cling, recombinant, postmodern age; what sampling is
to music, parody is to literature. Once you get tuned
into parody, you see it everywhere—movies, TV, com-
mercials, even graphic design! It is omnipresent because
it is protected speech. Our American tradition recog-
nizes parody as an important, perhaps even essential,
part of intellectual discourse, and it is almost unknown

NYSBA Bright Ideas | Spring/Summer 2002 | Vol. 11 | No. 1



that something recognized as clearly parodic loses in a
court of law.

But protected status is not, I believe, the main rea-
son underlying parody’s current popularity. As media
consumes more and more of our waking hours, parody
becomes a more and more efficient means of communi-
cation. This efficiency is what makes a writer choose to
parody something—you can convey a tremendous
amount of information in a few words (or in a short
time, if it's TV/movies). If I say, “This is a parody of
‘Star Trek,”” you immediately know the parameters—I
don’t have to spend a moment setting them up, intro-
ducing the characters, and such. We can get right to the
jokes; today’s audiences have shorter attention spans
than ever.

Parody also defines its audience, something very
important in our increasingly fractured, heterogeneous
marketplace. Like a sequel, a parody has an advantage
over other artistic forms from a marketing perspective.
“Who will buy/watch this?” is easily answered. Think
of the stereotypical Hollywood pitch meeting: “It’s just
like x, only different.” That defines parody. The risk-
averse “go with what works” bias of big media actually
encourages parody, which is ironic, since they hate it so
much.

2. How did you first come to work in a parodic
vein? What are some of the parodies that influ-
enced your work?

The first five years of National Lampoon, from 1970-
1975, are every modern American comedy writer’s
bible, whether he/she knows it or not. NatLamp’s spe-
cialty was parody, carefully observed, and gracefully
executed—with the visual side as precise (and often as
funny) as the text. Their high point, for parody at least,
was The 1964 High School Yearbook parody, which was
released in 1974 and remains a classic. (Try to buy one
on eBay, if you don’t believe me.) The whole Lampoon
aesthetic—mixing high and low culture, graphic preci-
sion, and quite a lot of sex and luridness—is something
that I absorbed at a very young age. Barry Trotter’s clos-
est ancestor is a book called Bored of the Rings, which
was written by Doug Kenney and Henry Beard in 1969,
when they were fresh from The Harvard Lampoon and
just about to start the National one. And of course there
was MAD magazine, which was not as earthshaking as
it had been back in the ‘50s, but I still read it from age
five on. Barry’s about halfway between MAD and Nat-
Lamp—more sophisticated than MAD, but not nearly as
sexual as NatLamp was.

Both MAD and NatLamp trace their roots back to
college humor magazines, the student-run, small-circu-
lation magazines that have limped along proudly for
the last 130 years. The magazine parody was invented

by Robert Benchley while at The Harvard Lampoon in
1911, and it’s a form that made a lot of magazines thou-
sands (perhaps millions) of dollars over the years. So
naturally, I first began working in a parodic vein while
running Yale’s humor magazine, The Record. My years
(1987-91) were also the time that desktop publishing
became available, so I was suddenly able to do the kind
of meticulous, graphically-precise parodies that I had
grown up reading in MAD and NatLamp. It was a very
exciting, creative time for me.

3. Are you concerned that large corporate rights
holders are seeking to stifle parodies in order
to maximize the profitability of their franchis-
es? In other words, is parody under assault (as
The Wind Done Gone case suggests)?

Yes, very much so, particularly in print. Print paro-
dy, perhaps due to its perceived permanency, comes
under more scrutiny—which is strange, since by any
important measure, audience or revenue, print is a
pygmy. Can you imagine what “Saturday Night Live”
would do if each parodic sketch was given the kind of
scrutiny that The Wind Done Gone was? Why wasn’t
Carol Burnett sued? More people saw her parody than
Alice Randall’s. So the issue with TWDG is what the
book said, and the literary hair-splitting strikes me as a
red herring. The Mitchell estate’s right to make dough
ad infinitum is not sacrosanct—as if GWTW would sell
less as a result of TWDG! Fact is, the audiences would-
n’t overlap for long; it would become clear that if you
dug GWTW, TWDG wouldn’t be a satisfying read, and
vice versa. I simply don’t see how TWDG could
“injure” GWTW’s sales—or stature as a national myth—
any more than, say, Ken Burns’ “Civil War” series.
GWTW is a story, that’s all. TWDG is a counter-interpre-
tation—pick your choose, as my Mom used to say.

In print, anything with an audience large enough to
be worthy of painstaking parody will be owned and
protected by a large corporation. That’s just where we
are these days. But to get wide distribution and publici-
ty, you have to be published by another large corpora-
tion—which will be risk-averse. Not only will they get
uncomfortable if you criticize a fellow mega-corpora-
tion (thus giving you whole areas of verboten territory),
they will also sacrifice graphic precision for a smaller
risk of being sued over “trade dress” infringement. The
lawyers say, “You can’t confuse the consumer,” when
the parodist’s goal is to have the packaging strongly
suggest the original—as with the text—in order to com-
ment on the original. It's an untenable situation, and
that’s why most of the parodies that are published by
big publishers are blunt and unfunny; they’re designed
that way, so that they make a little dough, but aren’t so
good that they would cause a stir and cause the owners
of the original to sue.
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Clearly, the issue is control. Corporations resent it
when somebody not on the payroll comments on a
property on which they’ve spent millions to stuff into
the brain of every sentient biped on the planet. Not
only do they want it in your head, they also want to
control your perceptions of it, too. Then some damn
funnyman comes along . . . I can understand their irrita-
tion—but I say that omnipresence makes the property
more fair game, not less. Being parodied is a byproduct
of success.

Corporations don’t have to sue to squelch paro-
dies—if I wasn’t willing to donate part of my stomach
lining to free speech, Barry Trotter wouldn’t exist. Much
of the chilling effect on speech comes from saber-rat-
tling—and in this, there is a pretty clear calculus going
on as to who gets bothered. For example: everybody
knows the MasterCard ad campaign with the tag line
“ ... priceless.” After it appeared, it was parodied all
over the place, with nary a peep from MasterCard or
their ad agency. But when political upstart Ralph Nader
used a MC parody to further his campaign, MasterCard
threatened a suit. The point is, when it comes to parody;,
whether you're legally protected may not be as impor-
tant as who you have protecting you.

The sad thing is that all this corporate fear is based
on the misconception that a parody somehow detracts
from the original. That hasn’t been borne out by reality.
Parodies with a negative take on an original don’t
appeal to the same audience. It’s not as if by reading
Tony Hendra’s Off the Wall Street Journal (1982), people
will suddenly realize, “By God, he’s right! This Wall
Street Journal thing is a piece of crap! I'm going to read
Barron’s instead!” I've literally never heard of some-
thing being seriously injured by a parody. If anything, a
parody is a great piece of free advertising—it’s evidence
that the original is an institution.

Look at that much-parodied warhorse, “Star Trek.”
That entire franchise is due to one thing: obsessed fans.
If not for the fans, “Star Trek” would’ve been cancelled
in 1969, and Paramount would be billions of dollars
poorer today. I wrote Barry Trotter because Warner
Brothers was determined to control the Harry Potter
brand to the degree that it was sending cease-and-desist
letters to 12-year-olds running Web sites out of their
bedrooms. Was it legal for WB to do this? Yes. Was it
smart? In my opinion, no; these corporations should
nurture love of their properties, not get hung up on
controlling them. I think they’ve stopped going after
the kids, and they haven’t sued me yet, either. So I hope
that corporations come to see that this kind of thing—
parodies, Web sites, fanfic, conventions—is not a threat,
but at least neutral, and most likely a benefit to them.
The paranoia is silly, counterproductive, and keeps
worthy things out of the marketplace.

4. To what extent did the legal parameters with
which the courts have distinguished permissi-
ble from impermissible parody inform your
work?

To the extent that I could decipher them, a great
deal. But after talking to many lawyers, it became clear
to me that what was permissible varied from case to
case, judge to judge. So I simply tried to hew to the
rules clearly established by other, unsued parodies, like
Bored. Barry Trotter uses techniques that have been used
for a long time—and remember, the point of a parody is
not to pass for an original, but to echo an original while
adding a new perspective. Barry Trotter isn’t Harry Pot-
ter, and nothing that I've received since publishing it
suggests that readers have one iota of confusion over
the relationship. People are up to their eyeballs in paro-
dy; they know it when they see it.

5. Does the rule that a parody must comment on
the work being parodied, and not just use that
work as a vehicle for more general social com-
mentary, correspond with your understanding
of what parody is?

I believe that a properly done parody—well-
observed, precise, and with a clearly defined relation-
ship to the original contained in the premise (“It’s ‘Star
Trek,” but they’re all members of Congress!”)—necessar-
ily comments on the original. It may also comment on
other issues; in a parody novel like Barry, you have to
comment on other things simply to fill up the pages.

Look, to a comedy writer, the definition of “paro-
dy” is very clear, if not always easy to articulate. If
you're looking for someone to blame for the fuzziness
of “parody” as a concept, look to the big corporations
themselves. An ex-NatLamp friend of mine says that on
the cover of a book, the word “parody” should be trans-
lated as “please don’t sue us.” Most of the time, there is
a very fuzzily-defined relationship between the original
and the parody; it’s simply a humorous knock-off. (Of
course, one man’s humorous knock-off is another man'’s
parodic masterpiece.) I'm coming to believe that paro-
dy’s like pornography—I can’t define it, but I know it
when I see it. But the parodies I do have a strong rela-
tionship to the original; that’s why I chose a parodic
structure instead of another one that is easier to do and
avoids the legal hassle altogether.

6. Are there any lessons to be drawn from, or
points you would like to make regarding, your
experience with shopping the Barry Trotter
manuscript?

Parodies do not have to be negative. In fact, the
most popular ones aren’t. Barry Trotter and the Unautho-
rized Parody is a fan’s book, written by a fan for other
fans to enjoy. That doesn’t mean that there isn’t plenty
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of satire in the book. I kid Rowling and the fans a bit,
and the tics of the original series occasionally—but I
was writing out of respect for and enjoyment of the
originals. Publishers couldn’t see that, because they are
so ignorant of what makes a successful parody. One
actually told me, “I don’t think people HATE Harry
Potter enough to buy your book.” To date, I can report
no sales to Harry-haters.

Publishing people are so anxious to surf the zeit-
geist—it sometimes seems like their only critical faculty.
“Will it spawn a national craze?” “Does it tap into
something that me and my friends here in New York
talk about?” “What will x demographic be into this
time next year?” The lack of creativity, or knowledge of
what’s worked in the past (and I don’t mean last quar-
ter), is truly disheartening. There is no understanding of
humor in print, and so little money on offer that
nobody who's got major-league chops would ever
spend his/her time doing it. I'm a freak, and after years
I'm coming to accept that.

Doing a parody of Harry Potter was such an obvi-
ous idea—and to do it in a way that Harry Potter fans
would actually enjoy, so clearly the way to go about it—
that my difficulties getting it to the marketplace, given
my track record and the fact that the book was shopped
more or less finished, are a real object lesson. Publish-
ing is absolutely doomed vis-a-vis other media unless it
wakes up and realizes it’s not Hollywood or television,
will never command the kind of attention or glamour
or profit margins of the visual media, and asks, “What
the hell can we do well that they can’t?” Then, without
tears, really commit to the creative possibilities of print,
doing the things it does well.

One of the first rules of parody is to use the same
medium as the original, and yet, if I hadn’t persevered
with Barry, either some schlocky parody would’ve
come out and promptly died a deserved death (“prov-
ing” yet again that humor doesn’t sell) or—and this is
more likely—the upcoming Wayans brothers” movie
“Scary Movie III: Lord of the Wands” would’ve been
the only satirical comment on Harry Potter, the biggest
publishing phenomenon of our time. Harry Potter’s a
book. The parody should be a book, and I tried my
damnedest to make the parody worthy of the original. I
hope I succeeded. If I did, it was in spite of the struc-
ture and prejudices of big publishing, and even though
I've suffered for it, I'm quite proud of that.

7. What message(s) are you trying to convey in
your work?

Well, the primary message is always: laugh, damn
you! There are other messages—thoughts, really—that I

am trying to present to the reader for consideration. In
Barry Trotter, some of the thoughts were: merchandising
and the lust for perfect synergy can injure an original,
and shouldn’t be a foregone conclusion; the relationship
between a book and a reader is both powerful and frag-
ile; imagination is the closest thing to magic we’ve got,
so we should nurture it, especially in kids; and the com-
mercialization of things like Harry Potter isn’t simply a
case of big, bad companies forcing drek onto a passive
audience—that we as consumers need to be pickier in
what we consume, and encourage higher standards of
creativity and quality in our media. But don’t get the
wrong impression—mostly it’s fart jokes.

8. Any prognostications regarding parody as a
form?

Predicting the future is guaranteed to make you
look like an idiot, but that particular jig is up. In my
opinion, parody will continue to be popular in direct
proportion to the degree popular culture forms our
common bond as Americans. I think that general paro-
dy—Ilike The Onion, which uses the aesthetic of a McPa-
per as an organizing device, not as a vehicle for launch-
ing jabs specifically at USA Today—will continue to
dominate, simply because it is less sueable and, in the
right hands, effective. But I also hope that parodists will
continue to accept the risk and do specific parody,
because that precision is where whatever small power
parody has to change people’s minds exists. Free
speech isn’t something you're given; it's something you
have to care enough to take, and since parody always
seems to be on the battlements, I guess it must be
important. All I know is, it makes people laugh. And,
much less often but still occasionally, think.

Endnotes

1. 268 E.3d 1257 (11th Cir. 2001).
2 Id. at 1276.

3. Id. at 1270.
4

Id. at 1271 (quoting Campbell v. Acuff-Rose Music, Inc., 510 U.S.
569, 588 (1994)) (emphasis in original).

5. Id. at 1275. The court added that any harm to the market for
derivative works caused by the effectiveness of the critical com-
mentary—as opposed to actual market substitution—is not cog-
nizable as “market harm.” Id. at 1274.

6. No. 01-618, review granted Feb. 19, 2001.

7. See Lawrence Lessig, Let the Stories Go, N.Y. Times, Apr. 30, 2001,
at A19.

Michael Gerber’s Barry Trotter and the Unauthorized
Parody can be ordered through www.barrytrotter.com or
from major online booksellers.
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Protect Your Marks in .us, America’s

New Internet Address
By Margaret L. Milam

With the September 11th attacks fresh in the minds
of Americans, the resulting increase in patriotism
should cause the launch of the .us domain extension by
NeusStar, Inc. to become the biggest threat to .com.
Although several new domain name extensions were
launched during the last year (such as .biz, .info and
.name), companies that may be resistant to protecting
their brands in yet another new domain name extension
should not overlook .us, which many in the industry
believe will gain significant traction as a result of this
increased patriotism. Indeed, NeuStar’s tagline of
“America’s Internet Address” reinforces this marketing
theme. Because of this U.S.-centric message and the lim-
ited availability of attractive .com names, .us offers a
viable alternative to .com as the home for America’s on-
line presence.

.us is the country-code, top-level domain that is
assigned to the United States. .us is one of more than
200 two-letter, country-code, top-level domains that are
assigned to the world’s sovereign nations. These
“ccTLDs,” as they are called, exist in the Internet’s
addressing system along with the general top-level
domain names, or “gTLDs” as they are commonly
referred to by practitioners (gTLDs include .com, .net,
.org, .info, .biz and .name). In certain countries, such as
England and Japan, their respective ccTLDs are heavily
used for commercial purposes. Until now, the .us
ccTLD, which has been in existence for a number of
years, has experienced only limited use, mostly by fed-
eral, state, and local governmental agencies as their
Internet address. This is largely because a cumbersome
“multi-level” format was required (for example,
“name.locality.state.us”, or, “markmonitor.boise.Idaho
us”).

In submitting a bid to the United States Department
of Commerce (DOC) to manage the .us registry,
NeuStar agreed to continue to maintain the existing
registrations in the old .us format. However, the
relaunch of .us has done away with the old hierarchy
and opened registrations to the more commercially
viable second-level domain registrations (for example,
markmonitor.us), making .us an attractive alternative to
.com. More importantly, however, because .us is only
open to individuals and entities meeting certain geo-
graphic requirements (referred to as the .us nexus
requirements), .us is viewed by many in the United
States government as a means to regulate certain Inter-
net-related content. For example, H.R. 3833, proposed

by Rep. John Shimkus, essentially proposes to create a
federally regulated “green-light area” on the Web for
children. This bill proposes requiring NeuStar to create
a .kids.us extension which would ensure that only con-
tent suitable for children under 13 is available there.
Should this bill or other bills targeting other Internet-
related policy concerns be enacted, NeuStar likely will
experience significant commercial interest by compa-
nies trying to reach the youth market and other special-
ized markets, resulting in .us becoming an important
address for conducting online business, not merely a
domain that serves as a means of defensively protecting
important trademarks.

It is important to understand that unlike the gTLDs
launched last year, .us is not administered by ICANN in
the same fashion as the gTLDs. NeuStar’s role with .us
includes serving as the administrator (analogous to
ICANN) in developing policies that affect the .us reg-
istry and managing the registry itself (analogous to
Verisign for .com). In serving its role as the .us adminis-
trator, NeuStar announced the creation of a “usTLD
Policy Council” to address policy issues affecting the
.us registry. The policy council will have the ability to
make recommendations to NeuStar that will not be
binding upon NeuStar.

As the .us administrator, NeuStar has adopted poli-
cies that are highly favorable to trademark holders,
including the establishment of sunrise period pre-appli-
cation processes and the adoption of a more favorable
dispute resolution process. With respect to the latter,
NeuStar has created the “USDRP,” found at www
neustar.us/policies/docs/usdrp, which expands the
UDRP adopted by ICANN. Under the USDRP, the con-
cept of “bad faith” has been expanded to include a reg-
istration “to prevent the owner of the trademark or
service mark from reflecting the mark in a correspon-
ding domain name.” In addition, relief can be obtained
under the USDRP if the contested name was either used
in bad faith or was registered in bad faith. Accordingly,
trademark holders should find it much easier to regain
control over wrongfully registered domain names by
cybersquatters attempting to abuse their important
trademarks.

In addition, during the .us sunrise period, original-
ly scheduled to run from March 4 until April 9, 2002 (it
was extended to April 16), trademark holders were
given the first opportunity to protect their trademarks
in the .us space. Unlike the other recently launched
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gTLDs, .us sunrise period registrations were available
for both registered and pending trademarks if filed with
the USPTO before July 27, 2001. This provided compa-
nies with the unique opportunity of protecting trade-
marks that were applied for but ultimately may have
been rejected by the USPTO for descriptiveness, likeli-
hood of confusion, or other standard objections.

A unique aspect of the .us sunrise period was the
DOC requirement that NeuStar validate the information
contained in a sunrise application as against the infor-
mation related to the specified trademark contained in
the USPTO records. This unique validation was
designed to prevent the types of problems experienced
by Affilias, the registry for .info, where it is estimated
that more than 25 percent of all sunrise registrations
resulted from inaccurate, incomplete, or, in some
instances, fraudulent applications. According to the
NeuStar proposal to the DOC, posted at www.neustar
.us, NeuStar expected to perform its validation of sun-
rise applications after the random selection process had
selected a domain name for .us registration. If the
domain name was rejected as nonqualifying, another
name was chosen at random. At least one .us registrar,
Markmonitor, designed a pre-validation ordering sys-
tem that extracted the required information from the
USPTO database and tested the application for valida-
tion in accordance with the standards announced by
NeusStar, greatly simplifying the process and reducing
the likelihood of failing the .us validation test.

Another interesting difference between .us and
gTLDs is the requirement of compliance with the
.usTLD Nexus Requirements, found at www
.neustar.us/policies/docs/ustld_nexus_requirements.
Because the .usTLD is viewed as an important public
resource to be managed in a manner that benefits the
United States, its citizens and residents, registrants
must meet certain specific requirements that prove a
sufficient nexus with the United States. First, .usTLD
domain name registrations must be hosted on comput-
ers located within the United States, although the Inter-
net community has expressed concerns regarding

whether this requirement actually can be verified. In
addition, a registrant in the .usTLD must be either:

(1) a natural person who is a citizen or permanent
resident of the United States or whose primary
domicile is in the United States;

(2) a United States entity or organization that is
incorporated, organized or otherwise constituted
within the United States or under state law; or

(3) a foreign entity or organization that has a bona
fide presence in the United States, including by
regularly performing lawful activities within the
United States (such as selling goods and services
or other business, commercial or non-commer-
cial and not-for-profit activities) or maintains an
office or other property within the United States.

The .usTLD Nexus Requirements must be satisfied
at the time of the initial application and throughout the
term of any registration granted. However, unlike the
sunrise requirements described above, NeuStar did not
validate compliance with the .usTLD requirements
prior to the selection and awarding of successful .us
sunrise registrations. Instead, NeuStar conducted “spot
checks” on registrant information and required appli-
cants to certify, under penalty of perjury, that they met
the .usTLD nexus requirement. In addition, NeuStar
adopted a specific Nexus Dispute Policy, found at www
.neustar.us/ policies/docs/ustld_nexus_requirements,
which allows third parties to challenge the authenticity
or veracity of a registrant’s .us nexus certification.

After the expiration of the sunrise period on April
16, the .usTLD registry commenced its live “first-come
first-serve” registration service on April 24, 2002. For
more information about the .usTLD launch, visit
NeuStar’s Web site or the Web site of its accredited .us
registrars at www.neustar.us/register /dotus_registrars.

Margaret Milam is a partner on a leave of absence
with the Los Angeles Office of Pillsbury Winthrop
LLP. While on leave, she serves as General Counsel of
eMarkmonitor Inc., in Boise, Idaho.
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Save the Dates for Next Year!

New York State Bar Association

2003 Annual Meeting
January 21-25, 2003
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Systems of Internal Control and Auditability

of Digital Transmissions
By Philip H. Teplitzky

l. Introduction

The marketing and selling of music has undergone
a major revolution in the last few years. Traditionally,
one purchased an album, CD, or some form of physical
reproduction of the music. This was the way it had
been since Edison invented the Gramophone. However,
with the introduction of the Internet and the shift to
downloading of bits, that has changed. The industry
has morphed from the acquisition of the tangible to the
download of the intangible. The proof of this change is
in the numbers. In the last year, the number of requests
for licenses for digital transmissions has increased dra-
matically.

This revolution in the music delivery business has
resulted in a number of new rules and regulations. In
the 1990s, Congress passed laws that reaffirmed that the
Copyright Act is just as applicable to the Internet as it is
to the physical world and that it is illegal to download
music without obtaining the appropriate license author-
ity and without making the proper royalty payments to
the copyright owners. Such legislation provides creators
with fair and equitable protection for their works and
reasonable and acceptable compensation, and it contin-
ues the principle laid down by the Founding Fathers
that the fruit of the creator’s genius is his to control for
limited periods of time. It should be noted that one of
the first laws enacted by the new United States of
America provided copyright protection for creative
works. Creativity has to be protected and rewarded if
we want to keep it thriving.

A similar revolution is occurring in the laws and
processes that protect the financial rights of copyright
owners. The courts have upheld the principle that copy-
right holders have a protectible interest in music down-
loaded from the Internet. This right is protected by the
issuance of licenses and the collection of royalties asso-
ciated with those licenses. Just as the rights of share-
holders are protected by legislation, and just as there is
a requirement that publicly traded companies issue cer-
tified audits of their financial positions, so too must
digital music companies provide the licensor of music
with audits of the number of downloads that have
occurred and an accurate and complete record of what
royalty payments are owed, based on the terms and
conditions of the licenses.

This article addresses the issues raised above and
the following questions:

1) What constitutes an adequate System of Internal
Control (SIC) for digital transmissions?

2) How does one audit that system of internal con-
trol to ensure that it is accurate, complete, and
timely?

Without answers to these two questions, rights holders,
like those with financial interests in a company, will
have no way of knowing if their rights are being pro-
tected.

Il. Digital Transmissions

Many of the musical compositions that one hears
via digital transmission were originally recorded in ana-
log rather than digital form. The transformation to digi-
tal format is done when a CD is made. The analog-to-
digital transformation is made possible by sampling the
analog sound reproduction and recording the numerical
value of the sound. All sound waves can be represented
by a digital number. The quality of the digital reproduc-
tion is a function of how often one samples, the number
of times per second one calculates the value of the
sound wave, and the number of tracks sampled.! The
digital representation can be stored in its entirety or
compressed to save space. The MP3 and MPG formats
are examples of compressed representation of original
music. The reason music can be compressed and that
the number of bits (i.e., the number of discrete sampling
data points) may be reduced is that the human ear has a
latency period. The ear does not refresh the sound for a
finite period. If the sound is reproduced at a rate
greater than the ear’s ability to refresh, quality is lost.
However, since the ear cannot respond fast enough to
notice, that does not matter. Compression algorithms
and standards take advantage of this phenomenon.
They reduce the number of samples. They also save
space on the CD and reduce the amount of time it takes
to download and store a song. In fact, this technology
goes even farther, as modern signal-processing algo-
rithms and hardware are able to fill in the gaps. They
can determine what the value of the missing bits should
be by analyzing the difference in values between the
current bit rate and the bits just played, and by looking
ahead to see what the upcoming bits are. The processor
then can fill in the missing pieces and smooth the curve.
Thus, although the number and quality of the music is
improved, less information is sent, and therefore less
time is needed to download.
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The major formats for music downloads are MP3
and WAV. However, these soon will be replaced by new
compression standards that will provide better quality
with fewer or the same number of bits.

lll. Digital Rights Management (DRM)

In the early days of Internet music downloading
(two years ago), the trade in music was wide open.
There were no controls or regulation. Since then,
providers have introduced the concept of Digital Rights
Management (DRM). DRM software encrypts bits and
renders them unplayable. The end user has to purchase
a key to unlock the bits from the provider. No key, no
music—it is that simple. DRMs provide several differ-
ent types of protection for songs that are downloaded
and played

* on your computer but only your computer;

* for a specific number of times on your computer;
and

e for a specific period of time on your computer.

This is accomplished by wrapping the song in a DRM
envelope, which keeps track of the computer one is on.
It does this by using a unique attribute of each comput-
er or downloaded software as part of the DRM key and
by keeping track of how many times and on what dates
a song is played. DRMs are very sophisticated pieces of
software and are improving daily. The interesting part
of using a DRM is that it separates the process of down-
loading the bits from using the bits. One can download
or pass on all of the copies one has of a song, but with-
out the key to unlock them, they are just useless bits of
data, unplayable and unusable. It is only with the
acquisition of the key that they become useful.

IV. What Are the Issues?

Several issues have arisen because of the introduc-
tion of digital music transmissions. Perhaps the most
effective way of articulating these issues would be to
pose them as a series of questions that need to be
answered:

* How do you know how many downloads have
occurred?

* When does a download actually happen: when it
starts, or when it finishes? What about partial
downloads?

e How do you know that a downloaded song has
not been given to someone else?

* What happens when you want to back up and/or
replace your hard drive and/or computer? Do
you still have the bits?

* What happens when you transfer the song to
your portable player and/or computer? Do you
have the right to do this and play the song?

e Can you give the song to someone else (like you
can with a CD)?

e If it is a limited download, how do you know that
the time has expired or when the user has
reached the limit on the number of plays?

These are just some of the issues that the music
industry is wrestling with. Tools and techniques have
been developed to address each of them. This article
does not discuss the effectiveness or appropriateness of
the various approaches but, rather, focuses on how
much reliance can be placed on the information they
generate. Put somewhat differently, let us suspend dis-
belief and say that all of the tools, methods and tech-
niques work perfectly. How then do we know that they
are operating, operating consistently, and that the infor-
mation they are producing is accurate, complete and
authorized? We do this by establishing an SIC.

V.  What Is a System of Internal Control (SIC)?

SICs are the tools, methods and techniques that
management employs to ensure that data is:

* Accurate: An SIC can show that a company that
claims to have sold $500,000 worth of widgets in
a year in fact has sold that amount.

e Complete: An SIC can show that all of the data is
there and that no transactions have been missed.

* Authorized: An SIC can show that only those
transactions that are legitimate have been record-
ed and that no unauthorized, rogue, or otherwise
unapproved transactions have occurred.

¢ Secure: An SIC can show that only authorized
and authenticated employees have accessed the
system and made changes.

* Timely: An SIC can show that the system oper-
ates in a way that is consistent with the cycles it
is intended to control. (For example, if changes
are made on a real-time basis, then batch control
tools and techniques are not appropriate.)

As for evidence of use, there has to be some way to
determine whether the controls have in fact been doing
what they are intended to do. (An example of this
would be the use of a security system that prevents
unauthorized access and creates an audit trail of unau-
thorized attempts to use the system.)

SICs have many individual tools and methods that
can be used to achieve control objectives. For example,

18

NYSBA Bright Ideas | Spring/Summer 2002 | Vol. 11 | No. 1



to ensure that a system is secure, some of the methods,
tools and techniques that might be employed include:

* use of a locked computer room and physical secu-
rity;

* sign-in and sign-out record sheets, physical secu-
rity and evidence of use;

e SSL secure connection;
* password protection of servers;

¢ password-protected computers with a mandatory
change of passwords every 30 days;

* password-protected environments for develop-
ment, testing, and operations, with only limited
accessibility to the operational environment; and

¢ encrypted password files.

All of the above are part of an SIC aimed at enhancing
and maintaining the security of the environment.

A. Characteristics and Attributes of an SIC

SICs may be applied to many dimensions of the
environment. There are two main types of controls:
financial and operational. Financial controls are aimed
at keeping the books and records of a company in
agreement with actual sales and purchases. Financial
controls are often reflected in a financial report issued
by a company at the end of the year. The numbers in
the report can be regarded as accurate, since an audit
firm has evaluated the SIC and found it to be adequate.
Investors, banks, and other people with a monetary
interest in a company rely on these numbers to give an
accurate and fair representation of a company’s finan-
cial health. Operational controls address how a compa-
ny does business. These controls include the sending of
goods, receipt of goods, warehousing, and the sales and
ordering process. They also include the processes and
methods used to develop and deploy computerized
systems. In an era when the only product that a compa-
ny may produce is information, as with digital music
services, the SIC associated with the development and
deployment of computer systems is often more impor-
tant than any other. How systems are developed, tested,
deployed, and maintained is of major concern. There
needs to be an SIC established in this area, just as in the
more traditional financial area.

B. What Is Auditability?

An audit is a way to determine if the SIC is operat-
ing effectively, consistently, and constantly. In effect, an
audit is a way to have some level of assurance that the
controls that were implemented are in fact doing their
jobs. Generally, an auditor—be it internal or external,
using a set of audit tools, methods, and techniques—

reviews and tests the SIC to determine if the system is
operating properly, and, more importantly, if it is meet-
ing the control objectives for which it originally was
implemented. It is possible to have a very well
designed, operational SIC, but not have it meet the con-
trol objectives for which it was designed. SICs must be
appropriate for the operational and technological envi-
ronment in which they live. Batch controls, which are
designed for a main-frame environment, while perfectly
conceived, may be inappropriate for an online, Internet-
enabled environment. Audits are a way to have an
expert render an opinion as to the adequacy and appro-
priateness of the SIC. To do this, auditors use an assort-
ment of audit tools, methods, and techniques.

The basic audit process can be divided into two
types:

1. Substantive Review: This is often colloquially
referred to as “counting the beans.” In the case
of a financial audit, it may be possible to re-com-
pute or reconstruct the financial position of the
company by adding up all of the receipts (sales)
and purchases (expenses) and recalculating the
financial position of the company. Sometimes
this process is shortened by using statistical sam-
pling techniques that permit the auditor to
reduce the number of transactions that he has to
redo in order to achieve a reasonable level of
correctness.

2. Compliance Review: In this case, the auditor
reviews the SIC that has been put in place and,
via reviews and tests, determines if the SIC is
operating effectively and meets the control objec-
tives for which it was designed. One of the major
control techniques on which an external auditor
may rely is to use the findings of an internal
audit group that performs substantive tests
throughout the year. Compliance reviews gener-
ally are the only kind of audit that can be done
in a highly automated, information-intensive
environment.

VI. What Is Different About the Digital World?

The inevitable question therefore must be asked:
What makes digital music transmission systems differ-
ent from other systems? The answer is everything and
nothing. In terms of the general control and audit objec-
tives, digital music systems are the same as any other
system. However, in terms of the specific control tools,
methods, and techniques that have to be used, and, by
inference, the audit tools, methods, and techniques,
everything is different. As was stated earlier, many of
these issues have yet to be addressed. For example, no
one has yet determined how to control backups or how
to treat portability, reacquisition of content (either due
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to crashed hard drives or the replacement of comput-
ers), or DRM management and associated public and
private key management and replication of content to
portable devices for people who do not have Internet
access. In the digital music world, where the bits are the
product, there is no way to conduct a substantive oper-
ational audit. It may be possible to conduct such an
audit on the revenue side, but not on the side that deals
with the bits. All of the controls and audit techniques
must be compliance-oriented and, by inference, would
need to be conducted through the computer contempo-
raneously with actual operations. It would be awfully
embarrassing to find out that the SIC did not work but
that such failure was only discovered several days later
because the audit approach chosen was not contempo-
raneous with the speed at which the business operated.
As the digital transmission world is one of real-time
operation, it is important that the SIC and audit reviews
also operate in real time.

VIl. Conclusion

I have attempted to identify and define some of the
issues and challenges that will face digital transmission
companies in the areas of control and auditability. This
is only a survey of the issues. Each of the topics identi-
fied is of such breadth and magnitude as to warrant an

article of its own. I hope to have made the reader sensi-
tive to the issues in order to start considering what to
do next. These issues must be resolved if digital music
providers are to be successful. A good operational and
reliable SIC is essential for corporate stability and confi-
dence. The recent events at Enron only make more
apparent the need for control and auditability.

Endnote

1. Many of the original sound recordings were done in analog
mode but on multiple tracks, with each track representing a dif-
ferent component of the composition and the quality of equip-
ment doing the sampling. In other words, the quality of the ana-
log recording depended on how fast and accurate the
algorithms were.

Philip H. Teplitzky is Senior Vice President and
Chief Information Officer of The Harry Fox Agency,
Inc. Prior to joining HFA, he started, managed and
built a successful information technology consulting
practice; was the Managing Director of Technology for
Technology, the New York 911 Project; and managed
the creation and growth of several start-up IT depart-
ments. A version of this article was published in the
Spring 2002 issue of the NYSBA Entertainment, Arts

and Sports Law Journal.
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The Intellectual Property Law Section extends its gratitude to the following firms for their
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®  Orrick Herrington & Sutcliffe LLP
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ANNOUNCING THE
Intellectual Property Law Section’s

ANNUAL LAW STUDENT
WRITING CONTEST

Sponsored by THOMSON & THOMSON

To be presented at The Annual Fall Meeting of the Intellectual Property Law Section, October 10-13,
2002, Lake George, NY to the authors of the best articles on subjects relating to the protection of intellec-
tual property not published elsewhere.

First Prize: $2,000 Second Prize: $1,000

CONTEST RULES

To be eligible for consideration, the paper must have been written solely by a student or students in full-time
attendance at a law school (day or evening) located in New York State or by an out-of-state law student or
students who are members of the Section. One hard copy of the paper and an electronic copy in Word for-
mat on a 3.5” H.D. disk must be submitted by mail, postmarked not later than August 15, 2002, to each of
the persons named below. As an alternative to sending the disks, the contestant may e-mail the electronic
copies, provided that they are e-mailed before 5:00 p.m. EST, August 15, 2002. Papers should be no longer
than 35 pages, double-spaced, including footnotes. Submissions must include the submitter’s name; law
school and expected year of graduation; mailing address; e-mail address; telephone number; and employment
information, if applicable.

Send entries to: and:

Walter J. Bayer, II Victoria A. Cundiff
GE Licensing Paul, Hastings, Janofsky & Walker LLP
One Independence Way 75 East 55th Street
Princeton, NJ 08540 New York, NY 10022
(609) 734-9413 (212) 318-6030
(e-mail: walter.bayer@corporate.ge.com) (e-mail:victoriacundiff@paulhastings.com)

Reasonable expenses will be reimbursed to the author of the winning paper for travel and lodging at the Fall
Meeting to receive the Award.

Please direct any questions to Walter Bayer.

2001 Winners

1st Place: Maryellen O’Brien
2nd Place: Safia A. Nurbhai
3rd Place: Stephen C. Giametta

The Section reserves the right not to consider any papers submitted late or with incomplete information.
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__Trade Winds

Trade Winds offers Section members a way to keep up on the comings and goings of their colleagues and upcoming events
of interest. Has there been a change in your practice? Any recent or forthcoming articles or lecture presentations? Won any awards
recently? Please e-mail submissions to Jonathan Bloom at jonathan.bloom@weil.com.

Michael B. Carlinsky, Jeffrey A. Conciatori, and Andrea Pollack have joined the New York office of the Los
Angeles-based litigation firm Quinn Emanuel Urquhart Oliver & Hedges, LLP. Messrs. Carlinsky and Conciatori
are co-heads of the firm’s Technology and New Media Litigation practice.
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Alysia Finnegan
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James M. Fukuyama
Erica J. Galinski
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Eric J. German
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Marissa Jones
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Jae-hyun Kim
Joong-Ho Kim
Jonathan E. Kirchner
Daria Kotlarchuk
Adam E. Kraidin
Mark Kudlacik

John W. LaBatt
Jonathan Lanman
Lisette Lavergne

Charles G. Leaness
Se-In Lee

Soonghee Lee

Barry Leon

Joseph H. Lessem
Steven J. Lever
Jessica H. Levine
Menachem Levoritz
Gary M. Lobel
Katharine G. Loving
Stephanie Lupinskie
Donna Manvich
Brian Marshall
David H. McDonald
Timothy MclIntyre
Alexandra B. McTague
Peter Mendelsohn
Silvana Merlino
Craig Mersky

Robert P. Michal
Daniel M. Miller
David E. Milstein
Svetlana Mirkis

John A. Monocello
Enrique J. Mora
Andrew L. Moses
Randi J. Mustello
Yuko Nakahara
Preeti Narayan
Christine S. Nickles
Jolly-Johanna L. Northrop
Kenichi Osawa
Mauricio F. Paez
Peter K. Paik

Jae Y. Park

Jong H. Park

Marina Plotkin

Tracy Pulito

Andrew G. Rak
Salma Pir Tillah Rasul
Heidi L. Reese

Barry J. Reiss

Mia Catherine Reynolds
Martin J. Ricciardi
Laurence Scott Roach
Mavis Ronayne

Shiri Rosental

Randi M. Rothberg
Lauren Rudick

Carl E. Ruoff
Thorsten Schmidt
Curtis Schrandt

Ricki J. Schweizer
Mary B. Scott
Edward Seiter

Amy E. Semet
Marina Shepelsky
Tonia Sherrod
Gregory P. Silberman
Kenneth A. Silverman
Geoffrey Simpson
Steven S. Simpson
Edwin A. Skoch
Kime H. Smith

Terra N. Smith
Angelo Somaschini
Michael S. Sparling
Michael M. Stone
Eric T. Stoopler
Evelyn J. Suarez
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David Toma
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Victor Tsai
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Martin A. Wallenstein
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Ningling Wang

Ellen M. Wasilausky
Mona Wasserman-Lapin
Stanley M. Wayne
Pieter Weinrieb
Laura S. Weiss
Kenneth S. Weitzman
Caroline Whalen
Heather C. Wilde
Harris Wolin

Michael J. Zinna
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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;
* 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 opportu-
nities to enhance their practical and legal knowledge and expertise. Through Section activities, including con-
ferences on intellectual property (an annual fall event), members may examine vital legal developments in in-
tellectual property law. The Section’s Web site provides current information regarding 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 plans to sponsor continuing legal education (CLE) credit-bearing pro-
grams for Section members at reduced rates. Recent programs offered by the Section related to computer soft-
ware and biotechnology protection, conducting intellectual property audits, and practical considerations in
trade secret law. The Section sponsors an annual Intellectual Property Law writing contest for New York State
Law Students.

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 Patent Law; Trademark Law; Copyright
Law; Internet Law; Trade Secrets; Technology, Transfer and Licensing and Young Lawyers.

Committees allow you to network with other attorneys from across the state and give you the opportunity
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 practitioners
and advocates those positions within the New York State Bar Association, the legislature, and the public.

See page 24 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 com-
mittee chairs and their e-mail addresses, please refer to page 26 of this issue.

__ Copyright Law (IPS1100) ___Trade Secrets (IPS1500)
___ Internet Law (IPS1800) ___Trademark Law (IPS1600)
___ Patent Law (IPS1300) ___Young Lawyers (IPS1700)
___ Technology, Transfer and Licensing (IPS1400)

Please e-mail your committee selection(s) to Naomi Pitts at: npitts@nysba.org

To be eligible for membership in the Intellectual Property Law Section, you first must be a member of the
NYSBA.

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

[ 1 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.

(7 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
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Save the Dates!

Intellectual Property Law Section

2002 FALL MEETING
October 10-13, 2002

The Sagamore
Bolton Landing, New York

The Section plans to offer a full day of MCLE credits
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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.

Committee on Copyright Law
Jeffrey Barton Cahn (Co-Chair)
Sills Cummis et al.

The Legal Center

Newark, NJ 07102

Tel.: (973) 643-5858

Fax: (973) 643-6500

e-mail: jcahn@sillscummis.com

Robert W. Clarida (Co-Chair)
Cowan, Liebowitz & Latman, P.C.
1133 Avenue of the Americas
New York, NY 10036

Tel.: (212) 790-9200

Fax: (212) 575-0671

e-mail: rwc@cll.com

Committee on Internet Law
Raymond A. Mantle (Co-Chair)
Reitler Brown LLC

800 Third Avenue, 21st Floor
New York, NY 10022

Tel.: (212) 209-3050

e-mail: rmantle@reitlerbrown.com

Rory J. Radding (Co-Chair)
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