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AouT NOLO

Have 2 legal question? Chances are Nolo can help you answer it, both in print

and online.

For three decades, Nolo's mission has been to help people solve their legal
problems with confidence,2 minimum of fuss and expense, and—whenever

possib\e——without a lawyer.

Over the years,we've offered every tool available 0 help you get the job done.
In the 70s,we began publishing practica\, plain-Eng\ish books containing all the

forms and step-by-step instructions necessary to tackle day-to-day legal tasks.

In the 80s, when persona\ computers took the world by storm we got to
work and developed programs such as WillMaker and Living Trust Maker, which
took advantage of the speed and convenience of all those bits and bytes.WVe
also added form-packed disks and CDs t© many of our books.

Then the Internet exploded in the 90s. Recognizing that it's best t© get legal
information while sitting in your own comfy chair, Nolo started making useful,

up-to-date legal information available to anyone with a computer and a modem.

Most recently, we opened our online Download Center: where you can find all
of Nolo's convenient, topical eProducts. The fastest, easiest WaY to do your
own legal work, eProducts deliver specific forms and information directly to

your computer.

Does this mean We plan to abandon our pooks in print! Absolutely not- As
technology evolves and the Internet expands, we will continue to redesign
and improve all our current products, making your access to the law the best

it can be.
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The Law Store—over 250 self-help legal products including:
Downloadable Software, Books, Form Kits and eGuides
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Frequently Asked Questions
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Legal Research Center, for access to state and federal statutes OUR
Our ever-popular lawyer jokes “No-HASSLE”
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LAW BOOKS & SOFTWARE Return anything you buy
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Nolo’s user-friendly products are consistently first-rate. Here’s why: .
. . . . . . fund your purchase price.
A dozen in-house legal editors, working with highly skilled authors,

No ifs, ands or buts.
ensure that our products are accurate, up-to-date and easy to use

We continually update every book and software program
to keep up with changes in the law

Our commitment to a more democratic legal system informs all of
our work

We appreciate & listen to your feedback. Please fill out and
return the card at the back of this book.
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Read This First

The information in this book is as up to date and accurate as we can make
it. But it’s important to realize that the law changes frequently, as do fees,
forms, and other important legal details. If you handle your own legal matters,
it’s up to you to be sure that all information you use—including the information
in this book—is accurate. Here are some suggestions to help you do this:

First, check the edition number on the book’s spine to make sure you've got
the most recent edition of this book. To learn whether a later edition is available,
go to Nolo’s online Law Store at www.nolo.com or call Nolos Customer Service
Department at 800-728-3555.

Next, because the law can change overnight, users of even a current edition
need to be sure it5s fully up to date. At www.nolo.com, we post notices of major
legal and practical changes that affect a book’ current edition only. To check for
updates, go to the Law Store portion of Nolo’s website and find the page devoted
to the book (use the “A to Z Product List” and click on the books title). If you
see an “Updates” link on the left side of the page, click on it. If you don't see a
link, there are no posted changes—but check back regularly.

Finally, while Nolo believes that accurate and current legal information in
its books can help you solve many of your legal problems on a cost-effective
basis, this book is not intended to be a substitute for personalized advice from a
knowledgeable lawyer. If you want the help of a trained professional, consult an
attorney licensed to practice in your state.



http://www.nolo.com

7th edition

Patent,
Copyright
& Trademark



http://www.nolo.com

SEVENTH EDITION
Editor

[lustrations

Cover Design
Production

Index

Proofreading

Printing

Elias, Stephen.

APRIL 2004

RICHARD STIM

SASHA STIM-VOGEL

TONI IHARA

MARGARET LIVINGSTON

THERESE SHERE

JOE SADUSKY

DELTA PRINTING SOLUTIONS, INC.

Patent, copyright & trademark / by Stephen Elias and Richard Stim. -- 7th ed.

p. cm.

ISBN 1-4133-0055-3 (alk. paper)
1. Intellectual property--United States--Popular works. I. Title: Patent, copyright, and
trademark. Il. Stim, Richard Ill. Title.

KF2980.E44 2004
346.7304'8--dc22

2003070158

Copyright © 1996, 1997, 1999, 2000, 2002, 2003, and 2004 by Nolo and Richard Stim.

ALL RIGHTS RESERVED. Printed in the U.S.A.

No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any form
or by any means, electronic, mechanical, photocopying, recording, or otherwise without prior written

permission.

Reproduction prohibitions do not apply to the forms contained in this product when reproduced for

personal use.

For information on bulk purchases or corporate premium sales, please contact the Special Sales
Department. For academic sales or textbook adoptions, ask for Academic Sales. Call 800-955-4775 or
write to Nolo, 950 Parker Street, Berkeley, CA 94710.



Acknowledgment

I dedicate this book to my Uncle Paul and Aunt Laverne, who taught me that
curiosity is the best policy.

To my peeps—Andrea, Sasha, and Sadiq.

—R.S.






Table of Contents

Introduction 1

A. How Intellectual Property Law WOrks ........cccooevciinieniininnene. 2
B. How to Use This BOOK ......c.cccriiiiniiiiiiiiniiiiciccceceee e 7
C. More Self-Help Intellectual Property Resources ..................... 12
Trade Secret Law 15

OVEIVIEW ..ottt 16
DEfiNItIONS ..veiiieiiiriieiiiie et e 21
STAtULES ..o 67
Copyright Law 73

OVEIVIEW .t 74
DEfiNItiONS ..vveiieiiiiiieiieic e 81
FOrMS oo 193
SEAtULES ..o 201




PART 3: Patent Law 225

OVEIVIEBW .eiiiiiiiiiiiiee et 226
DEfiNItiONS ..ieieiieeiiie ettt 233
FOIMS et 343
SEATULES ..ttt 361
PART 4: Trademark Law 385
OVEIVIEBW .eiiiiiiiiiiiiee et 386
DEfiNItiONS ..veiiiieeiiie ettt 397
FOIMS ettt 489



Introduction

A. How Intellectual Property Law Works 2
1. Types of intellectual property laws..........cocecirvieniiiiinicnninec e 3
2. Unfair competition 1aws ..........ccoccoiiiiiiiiiiiiiii 4
3. International laws ..o 4
4. Intersection of intellectual property laws .......c..cccevvieniiiinieninicniccen 5
B. How to Use This Book 7
1. What legal rights apply to your creative work? ...........cccceevvieniineencennn. 8
2. Use of intellectual property laws chart ............cccoooiiiiiiiii, 8

C. More Self-Help Intellectual Property Resources 12




° PATENT, COPYRIGHT AND TRADEMARK

In simple terms, intellectual property is a product of the human intellect that has
commercial value. Intellectual property encompasses a wide range of
creations—from fiction, poetry, songs, designs, and artwork to ads, product names,
mechanical inventions, processes, chemical formulas, machines, and software.

The commercial value of intellectual property comes from the ability of its
owner to control its use. If the owner could not legally require payment in
exchange for use, ownership of the intellectual property would have intellectual
worth but no commercial value.

EXAMPLE 1: Jayna writes a novel about romance in cyberspace. As the author/
owner, she has the legal right to prevent others from reprinting the book,
making a movie, or creating a television miniseries based on the novel. It is
this right that can produce revenue for Jayna: She can sell publishing rights to
a publisher, movie rights to a movie producer, and television rights to a net-
work in exchange for royalties based on book, movie, and TV proceeds.

EXAMPLE 2: Todd invents a process for inserting modified genes into cancer
cells. He applies for and receives a patent, a monopoly awarded by the
federal government that allows Todd to require anyone who wants to use the
process to pay him a negotiated license fee. If no one wants to use the
process, Todd won’t make any money (unless he uses it in his own gene
therapy clinic).

A. How Intellectual Property Law Works

Intellectual property law is an umbrella term for all the statutes, government regu-
lations, and court decisions that together determine who owns intellectual prop-
erty and what rights go along with that ownership. In addition, intellectual
property law specifies:
e the conditions under which intellectual property rights may be sold or
loaned (licensed) to others for specific purposes
e how to settle contract disputes that arise from marketing intellectual
property, and
¢ how to take advantage of government procedures and programs that
establish or enhance protection of intellectual property rights.
Intellectual property law primarily offers protection to the owner of intellectual
property by giving the owner the right to file a lawsuit asking a court to enforce
whatever rights are being transgressed. As a result, some experts describe intellec-
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tual property laws as “affirmative rights” rather than as “protection.” Noted patent
attorney and author David Pressman suggests thinking of intellectual property laws
as tools that can be used when needed, but not as any kind of defensive shield. In
other words, intellectual property laws won’t prevent someone from stepping on
the owner’s rights. But the laws do give an owner the ammunition to take a
trespasser to court. For example, upon request of the copyright owner, a court will
halt unauthorized copying of material protected by the copyright. But if the copy-
right owner does not sue the copier, no action will be taken and the copier will
get away with this illegal behavior.

1. Types of intellectual property laws

Intellectual property law consists of several discrete legal categories. Although
these categories can overlap with respect to a particular intellectual property, they
each have their own characteristics and terminology.

¢ Trade secret law affords the owner of commercial information that pro-
vides a competitive edge the right to keep others from using such informa-
tion if the information was improperly disclosed to or acquired by a
competitor and the owner of the information took reasonable precautions
to keep it secret.

e Copyright law protects all types of original creative expression, such as that
produced by authors, composers, artists, designers, programmers, and Web
page designers. However, copyright law does not protect the ideas and
concepts underlying an expressive work; it only protects the literal form the
expressive work takes. For example, copyright protects the actual words
used to write a novel about life on a submarine where the crew faces almost
certain death because of damaged engines. But copyright won’t prevent
other writers from either writing novels about submarine life or using the
same basic plot, as long as they don’t copy the first novelist’s literal expres-
sion. Copyright protection lasts a long time, often 100 years or more.

¢ Trademark law protects the distinctive (unique, creative, or well known
through use) names, designs, logos, slogans, symbols, colors, packaging,
and containers and any other devices that are used by businesses to iden-
tify the source of their goods and services and distinguish them in the mar-
ketplace. This protection can last indefinitely.

* Patent law gives the inventor of a new and nonobvious invention the right
to exclusive use of that invention for a limited term. How long the inventor
retains the exclusive right depends on the kind of patent. A utility patent
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(the most common type of patent) goes into effect when issued by the U.S.
Patent and Trademark Office and expires 20 years after the application for
the patent was filed. A design patent (for a new but nonfunctional design)
lasts 14 years after the date the patent issues. A plant patent expires 20
years from the date the patent was filed.

2. Unfair competition laws

Courts are frequently asked to intervene when one business uses unfair tactics to
compete with another business. Among the unfair tactics the courts have con-
demned is a business trying to lure customers away from a competing business by
confusing customers as to which business or products they are dealing with. The
most common way to confuse customers is for a second business to market its
goods or services under a name or other mark that is confusingly similar to that
used by the first business on its goods or services.

Although courts originally decided these types of disputes without the benefit of a
legislative enactment, Congress and most state legislatures have now legislated the
basic principles developed by the courts to deal with unfair business practices. All
together, these court decisions and statutes are termed unfair competition law.
And under this body of law, a business may obtain a court order preventing a
competitor from engaging in unfair business practices.

Unfair competition is not usually considered a separate branch of intellectual
property law, as it targets general business practices rather than intellectual property
as such. However, because the use of misleading names and marks to improperly
lure customers away from another business is also very much what trademark law
is concerned with, the two types of law often overlap.

EXAMPLE: The name used by Joe’s Pizza is very ordinary and not distinctive
enough to be considered a trademark. If, however, another business opens up
down the street under a “Joe’s Pizza” sign, the courts may use unfair competi-
tion laws to force the second user to modify the name to distinguish it from
the first.

3. International laws

Under a variety of treaties, most countries in the world offer protection to U.S.
intellectual property used abroad. And, under these same treaties, the U.S. protects
intellectual property created in these other countries. Several major international
treaties—the Berne Convention is the most important—govern rights in copyrights
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in most countries. International patent rights are broadly recognized under the Paris
Convention and the Patent Cooperation Treaty. Trademark owners also have some
international rights and obligations under the Paris Convention and Madrid Proto-
col. And trade secrets receive international protection under GATT (General Agree-
ment on Tariffs and Trade).

Legal Basis of Intellectual Property Laws

The sources of intellectual property laws vary according to the subject
matter. Trade secret law derives both from federal and state legislation and
from court cases that have developed their own set of principles used to
decide new trade secret cases that come before them (termed the “common
law”). Trademark and unfair competition laws originate primarily in both
federal and state statutes, but also, especially in the area of unfair competition,
come from court decisions that apply principles developed by earlier courts
as part of the common law. Copyright and patent laws originate in the U.S.
Constitution and are specifically and exclusively implemented by federal
statutes. In all these intellectual property areas, court decisions interpreting
and enforcing applicable statutes also provide an important source of
intellectual property law.

4. Intersection of intellectual property laws

Although each category of intellectual property law is aimed at a particular type of
intellectual property, trade secret, copyright, patent, and trademark laws occasion-
ally intersect with each other with respect to a particular intellectual property
item. Some common examples of this are as follows:

* Trade secret and copyright. It is possible to maintain a work of expression
as a trade secret and still have it protected by copyright up until the time
that it is published—that is, distributed to the public on an unrestricted
basis. This is because the nature of trade secret law arises from the actions
taken by the owner of the work to keep the work secret for the purpose of
getting a jJump on competitors, while copyright law automatically applies
to any work of expression the instant it becomes fixed in a tangible form.
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The best example of an intellectual property item that is usually protected
by both copyright and trade secret law is the written code underlying most
computer software (called source code).

e Trade secret and patent. It is possible to pursue a patent application while
simultaneously maintaining the invention as a trade secret, at least for the
first 18 months of the U.S. patent application process. The U.S. Patent and
Trademark Office (PTO) treats applications as confidential until they are
published. Unless the applicant files a Nonpublication Request at the time
of filing, and doesn’t file for a patent outside the U.S., the PTO will publish
the application within 18 months of the filing date. This publication effec-
tively ends trade secret protection. If the applicant will not be filing abroad,
the trade secret information in the patent application is kept confidential
and is only published if the PTO grants the patent. At that point, the appli-
cant gives up trade secret rights in order to obtain patent rights. If the appli-
cant is not filing abroad and the patent application is rejected, the trade
secret will remain intact and the competition will not know about the in-
vention.

e Copyright and trademark. These laws may apply to the same item. For
instance, the expressive artwork in a package design may be protected by
copyright, while the overall look and feel of the package may be protected
as trade dress (a form of trademark). Likewise, an advertisement may
include some material covered by copyright (for example, a jingle) and
other material covered by trademark (the product or company name). The
difference here is that copyright protects the literal expression, while trade-
mark protects whatever is used to designate the source of a product or
service being offered in the marketplace.

¢ Patent, copyright, and trademark. Patent law can intersect with copyright
and trademark law in the area of product configuration. In short, when it
comes to a product design—say, jewelry or a toy—the creator may, at least
theoretically, be able to invoke any or all of these three approaches to
intellectual property protection. (The reason we use the word “theoretically”
is that courts always are trying to distinguish among the different forms of
intellectual property and are prone to restrict the contexts in which they
overlap.)
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EXAMPLE: A design patent can issue on the new, unobvious, nonfunctional
design of an article of manufacture—for example, stylistic ornamentation
added to a pair of eyeglasses. Trademark law may be used to protect the
appearance of the ornamentation if it is intended to be—and is—used to dis-
tinguish the particular brand of eyeglasses in the marketplace. And copyright
law may also be used to protect certain expressive aspects of the design.

¢ The Internet. The Internet has proven to be a flashpoint for those enforcing
trade secret, copyright, trademark, and patent rights. A simple Web page
may give rise to numerous overlapping issues. Linking—the practice of
connecting Web pages—has been the subject of copyright, trade secret,
and trademark infringement cases. Downloading files has triggered copy-
right and trade secret lawsuits. The methods used in creating websites,
maintaining Web business, or accessing the Internet have led to patent and
trade secret battles. Fortunately, many of the early issues about Internet use
have been settled, and some concerns about overlapping intellectual prop-
erty law have been resolved. But stay tuned—new developments on the
Web continue to cause litigation and turf wars.

B. How to Use This Book

This book contains short explanations of the key terms and concepts used in
intellectual property law. It is separated into four self-contained parts, each of
which is targeted to one of the main intellectual property law categories. The four
parts are:

Part 1: Trade Secret Law

Part 2: Copyright Law

Part 3: Patent Law, and

Part 4: Trademark Law.

You'll find a short overview of the category at the beginning of each part,
followed by an alphabetical list of terms defined in that part. We also provide a
number of useful lists and charts of additional information, as well as some
samples of official forms that apply to each topic.
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1. What legal rights apply to your creative work?

If you are concerned with a creation of your own, you'll first need to know what
form (or forms) of intellectual property applies to it in order to get to the right part

of this book. These basic rules should point you in the right direction:

Trade secrets consist of designs, devices, processes, compositions, tech-
niques, formulas, information, or recipes that are kept secret by their owner
and which give their owner a competitive business advantage. (See Part 1:
Trade Secret Law.)

Copyrights protect original and tangible forms of expressing creative ideas,
but not the ideas themselves. A creative nonfunctional design may be
copyrightable. (See Part 2: Copyright Law.)

Utility patents apply to new processes, machines, manufactures, or com-
positions of matter, or new uses of any of the above if they are novel,
nonobvious, and useful. (See Part 3: Patent Law.)

Design patents apply to nonfunctional, ornamental, or aesthetic design ele-
ments of an invention or product. (See Part 3: Patent Law.)

Plant patents may be issued for any asexually or sexually reproducible
plants (such as flowers) that are both novel and unobvious. (See Part 3:
Patent Law.)

Trademarks apply to marketing devices: the name of a product or service
or the symbols, logos, shapes, designs, sounds, or smells used to identify it.
They must be distinctive or have become well known through long use or
advertising. (See Part 4: Trademark Law.)

Unfair competition is a legal theory that extends protection to certain kinds
of intellectual property when trademark, copyright, and patent law don’t
apply. It applies when one business represents its products or services in a
way that confuses customers and stops them from buying from another
business. (See Part 4: Trademark Law.)

2. Use of intellectual property laws chart

Below, we’ve provided a detailed chart to further help you identify the applicable

law. The chart lists categories of creations, followed by indications of what sorts of

intellectual property laws generally apply.
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Guide to Use of Intellectual Property Protections

APPLICABLE LEGAL RIGHTS

CREATIVE WORK Trade Unfair
Secret  Copyright  Patent Trademark Competition No Rights

advertisement (billboard,

card, flyer, sign) | |
advertising copy |
architectural drawings, renderings |
arrangement of facts |
artwork (see specific entries) [ ] [ ]
biography |
biological inventions | |
blueprints |
book design | |
book titles |
carpet design | |
cartoons | |
characters—animated | |
characters—books |
characters—comic strips ] |
characters—TV or movies ||
charts [ ]
chemical inventions | |
choreographed works |
clothing accessories and designs
(belts, hats, scarves, suspenders) |
comic strips u |
commercial names | | |
computers | |
containers | | |
cosmetics | | |
databases [ ]
decorative hardware | | [ |
design (see specific entries) [ | | | [ |
drawings |
electrical inventions | | |
electronic inventions | | |
engineering plans |
etchings |
fabric | | |
fabric design | | [ |
facts |
flowcharts | |
food inventions | |
forms |

formulas—chemical | | |
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APPLICABLE LEGAL RIGHTS

CREATIVE WORK Trade
Secret

formulas—cosmetic |

Copyright

Patent

Unfair
Trademark Competition No Rights

formulas—food |

furniture design

games—board, box, and instructions

hardware

housewares

ideas by themselves |

interior design

Internet domain names

jewelry

labels

landscape designs

laser light show |

law of nature

lectures

lithographs

logos

machines L

machines—internal parts |

magazines

magic tricks or techniques |

manufacturing process

maps

mathematical algorithms |

mechanical inventions |

medical accessories, devices
(splints, braces, supports)

method of doing business |

movie—film or video

movie—plot (not written)

movie—script

movie—treatment |

murals

musical composition

musical instrument

names—»business

names—entertainer/celebrity

names—famous animals

names—product or service

odors—new use/process |

odors—used in marketing

packaging

paintings

pamphlets
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APPLICABLE LEGAL RIGHTS

CREATIVE WORK Trade
Secret

periodicals

Copyright
]

Patent

Unfair
Trademark Competition No Rights
|

photographic processes |

photographs

plants and plant inventions |

plays—written or performances

pottery

prints

project designs |

radio programs

record books

recreational gear

reproductions

schedules

scientific treatises

sculpture

shapes

shoes

signs

slogans

software |

software titles

songs—ijingles for marketing

songs—not written or recorded |

songs—recorded or written

sounds—new ways to make |

sounds—original sequence

sounds—used in marketing

sporting goods—designs

sporting goods—equipment

stained glass

structural plans

symbols

tittes—books, plays

tittes—magazines

tittes—movies, songs, TV shows

toys

translations

videotape

wallpaper design

weavings

Web pages

words by themselves

writing—articles, essays, poems,
novels, short stories, nonfiction books
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C. More Self-Help Intellectual Property Resources

Although this desk reference provides a great deal of information about the
language and law associated with intellectual property, it cannot possibly provide

step-by-step instructions for following various government procedures and

programs to protect works of intellectual property.

Fortunately, there are a number of excellent self-help resources if you're inter-

ested in intellectual property—whether you're using a lawyer or doing research on
your own. We provide below brief descriptions of resources published by Nolo
that provide detailed guidance. (Order information is at the back of this book, or

visit our website: www.nolo.com.)

Copyright Your Software, by Stephen Fishman, explains everything about
software copyright protection and provides official copyright forms along
with step-by-step instructions.

Getting Permission: How to License & Clear Copyrighted Materials Online
& Off, by Richard Stim, spells out how to obtain permission to use art, mu-
sic, writing, or other copyrighted works.

Inventor’s Guide to Law, Business and Taxes, by Stephen Fishman, pro-
vides the information you will need if you want to make a profit from your
invention, or if you have to understand legal protections, business rules,
and tax deductions.

License Your Invention, by Richard Stim, guides the reader through the im-
portant process of giving others permission to use, develop, and market an
invention.

Nolo’s Patents for Beginners, by David Pressman and Richard Stim is a
quick and easy guide to patent law that sets out the basics for protecting,
searching, documenting, and registering patentable inventions.
Nondisclosure Agreements: Protect Your Trade Secrets & More, by Richard
Stim and Stephen Fishman, clarifies the principles of trade secrecy and
guides you through the development of a nondisclosure agreement.
Patent It Yourself, by David Pressman, a patent attorney and former patent
examiner, takes inventors through the entire process—from conducting a
patent search to filing a successful application.

Patent Pending in 24 Hours, by Richard Stim and David Pressman, shows
you how to prepare, assemble, and file a provisional patent application—
an abbreviated patent application that preserves your priority of invention
for 12 months.
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Patent Searching Made Easy, by David Hitchcock, shows how to use the
Internet and other free resources to search for patents.

PatentPro Plus (software), combining the bestselling book Patent It Yourself
with the popular PatentPro software (Windows), enables users to prepare,
assemble, and file a utility patent.

The Copyright Handbook, by Stephen Fishman, takes the reader through
the process of protecting all kinds of written expression under copyright
law.

The Inventor’s Notebook, by Fred Grissom and David Pressman, is an an-
notated book that can be used to document the creation of an invention.
How to Make Patent Drawings Yourself, by Jack Lo and David Pressman,
teaches how to use pen and ink, computerized drawing programs, and
photography to prepare patent drawings.

The Public Domain: How to Find & Use Copyright-Free Writings, Music,
Art & More, by Stephen Fishman, is an essential roadmap for determining
whether music, writing, artwork, and movies are free to use.

Trademark: Legal Care for Your Business & Product Name, by Stephen
Elias, shows how to choose a distinctive name, conduct a trademark
search, and register a mark with the U.S. Patent and Trademark Office.
Web & Software Development: A Legal Guide, by Stephen Fishman, covers
website development, software development, intellectual property laws,
and the legalities of working with independent contractors and employees.
Inventor’s Guide to Law, Business & Taxes, by Stephen Fishman, provides
information on taxes, starting and running your invention business, and li-
censing and protecting inventions.

Your Crafts Business: A Legal Guide, by Richard Stim, explains the law for
crafts artists including taxes; starting and running your crafts business; and

selling, licensing, and protecting crafts.
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he most important point to understand about trade secrets is that there is no

crisp, clear definition of what they are. Rather, the context in which a dispute
over ownership of information arises will determine whether a court will treat the
information as a trade secret. As a general rule, information that has commercial
value and that has been scrupulously kept confidential will be considered a trade
secret; the owner of the information will be entitled to court relief against those
who have stolen or divulged it in violation of a duty of trust or a written nondisclo-
sure agreement.

1. What kind of information qualifies as a trade secret?

A trade secret may consist of any formula, pattern, physical device, idea, process,
compilation of information, or other information that both:

e provides the owner of the information with a competitive advantage in the

marketplace, and
e is treated in a way that can reasonably be expected to prevent the public or
competitors from learning about it, absent improper acquisition or theft.
Trade secrets often comprise customer lists and other sensitive marketing infor-

mation. Other specific items that may be trade secrets include:

* biological inventions (unpatented)

e chemical inventions (unpatented)

e computer hardware

e computer software

® cosmetics

e electrical inventions (unpatented)

e electronic inventions (unpatented)

e fabric

¢ food inventions

e formulas—chemical

e formulas—cosmetic

¢ formulas—food

e machines

e machines—internal parts

* magic tricks or techniques

e manufacturing processes

e mechanical inventions

¢ medical devices—mechanical

* movie plots (not written)
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® movies—script

* movies—treatment

e musical composition

e odors/processes

¢ photographic processes, and

* project designs.

The one element that these items of information have in common is that they

have the potential to make money for their owners if they are kept secret from
would-be competitors and are used to make money in the marketplace.
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2. What makes something a trade secret?

As mentioned, a trade secret is any information that both benefits a business com-
mercially and is kept a secret. More specifically, when deciding whether some-
thing qualifies as a trade secret, courts will typically consider the following factors:
e the extent to which the information is known outside of the particular
business entity
e the extent to which the information is known by employees and others
involved in the business
e the extent to which measures have been taken to guard the secrecy of the
information
¢ the value of the information to the business, and
e the difficulty with which the information could be properly acquired or
independently duplicated by others.
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3. How are trade secrets lost or stolen?

Information that qualifies as a trade secret is subject to legal protection (against
theft and misappropriation) as a form of valuable property—but only if the owner
has taken the necessary steps to preserve its secrecy. If the owner has not diligently
tried to keep the information secret, courts will usually refuse to extend any help
to the trade secret owner if others learn of the information.

Some activities that the courts will commonly treat as trade secret theft—which
means the owner will be afforded some judicial relief, such as damages or an
order preventing use of the stolen information—are:

e disclosures by key employees (current and former managers, scientists, and
others occupying positions of trust) in violation of their duty of trust toward
their employer

e disclosures by employees (current and former) in violation of a nondisclo-
sure agreement entered into with their employer

e disclosures by suppliers, consultants, financial advisers, or others who
signed nondisclosure agreements with the trade secret owner promising not
to disclose the information

e industrial espionage, and

e disclosures by any person owing an implied duty to the employer not to
make such disclosure, such as directors, corporate officers, and other high-
level salaried employees.

When a disclosure is considered wrongful, the courts may also consider use of
the information wrongful and issue an order (injunction) preventing its use for a
particular period of time.

4. May trade secrets be sold?

As with other types of property—such as goods, accounts receivable, patents, and
trademarks—trade secrets may be sold by one business to another. Most trade se-
cret sales occur as part of the sale of the business owning the trade secret, but that
is not mandatory.

5. How is trade secret protection enforced?

If the court finds that trade secret theft has occurred, it may issue an order (injunc-
tion) requiring all those wrongfully in possession of the information to refrain from
using it or disclosing it to others. The court may also award the trade secret owner
money damages to compensate for any monetary loss suffered as a result of the
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theft. In cases involving willful or deliberate theft, the court may also award puni-
tive damages to punish the wrongdoer. Finally, in clear-cut cases, federal and state
criminal antitheft laws may be invoked and the trade secret thief subjected to
criminal prosecution.
Related terms: criminal prosecution for trade secret theft; damages in trade secret misappropriation
actions; federal trade secret statute; independent conception, defense to trade secret claim; injunc-
tions in trade secret cases; predetermination of rights in technical data; temporary restraining order;

territorial restriction agreements—trade secrets; trade secret misappropriation action; tying arrange-
ments; unjust enrichment and trade secrets; World Intellectual Property Organization (WIPO).
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6. Trade secret resources

If you're interested in preparing your own trade secret protection contracts, con-
sult Nondisclosure Agreements: Protect Your Trade Secrets and More, by Richard
Stim and Stephen Fishman (Nolo).

You can also find valuable information about trade secrets by using the Trade Se-
cret Home Page (www.rmarkhalligan2.com). This site provides discussions of re-

cent developments and general background information on trade secrets.
[
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elow are concise definitions of the major concepts and terminology associated
with explaining, protecting, and enforcing trade secrets.

accidental disclosure of trade secrets
Valuable business information that is inadvertently disclosed to the public
usually doesn’t qualify as a trade secret, so the courts won’t protect it as such.
This means that the disclosed information can be used by competitors without
fear of a lawsuit by the information’s original owner.

Independent Robotics conducts a guided tour of its plant. One of
the company’s engineers accidentally leaves a top secret diagram of a new
robot in full view, where it is seen by a competitor on the tour. This diagram
(and the information contained in it) has lost its trade secret status due to the
fact that it was discovered accidentally, without any intentional wrongdoing
by the employee or the competitor.

Related terms: loss of trade secrets; reasonably precautionary measures to protect trade secrets.
advantage over competitors
See competitive advantage.
anticompetition agreements
See covenant not to compete by employee; covenant not to compete by owners
of a sold business.
antitrust law and trade secrets

The primary purpose of antitrust law is to preserve a free, competitive market-
place by preventing companies from engaging in behavior that unduly dominates
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the marketplace or restricts free trade. Antitrust law consists of treaties, federal
and state statutes, and court opinions that:

e restrict businesses from engaging in practices with the intent to create a

dominant or monopolistic market position, and

¢ prohibit businesses from making agreements with other businesses or

individuals that impose significant restrictions or restraints on trade, such as
price fixing, territorial restriction agreements, bid rigging, and tying
arrangements.

In some circumstances, trade secret owners may violate the antitrust laws by
using their trade secrets to unfairly discriminate against other companies. For
example, if a clothing manufacturing company that has discovered a new method
for protecting cotton from shrinkage shares this secret with one competitor for
the purpose of driving a third competitor out of business, the antitrust laws may
have been violated (conspiracy in restraint of trade and monopolistic practices).
In general, deciding whether a particular activity violates the antitrust laws
involves such variables as the intent of the actors, the degree of harm done to
other companies, and the level of commerce that is affected (local, state, na-
tional, or international).

Related terms: illegal restraint of trade; licensing of trade secrets; territorial restriction agreements—
trade secrets; tying arrangements.

beta-testing and trade secrets
After new products and services are developed, but before being released to the
public, they are often tested exhaustively under real-life conditions to make sure
that they work properly. Called beta-testing, this reality check is especially
important in the case of computer software, which is usually so complex that its
performance in disparate real-life situations cannot accurately be predicted on
the basis of the written code. To identify any potential problems and mistakes
(bugs) in the software, the software developer will commonly allow a number of
people free use of the software in exchange for keeping track of any problems
they encounter. To preserve the software as a trade secret during the beta-test
phase, the developer customarily requires beta-testers to sign nondisclosure
agreements containing a promise to not talk about the software with anyone,
unless authorized by the developer.

Related terms: nondisclosure agreement; software and trade secrets.

business information as trade secret
A business’s internal information can qualify as a trade secret if its disclosure
would negatively affect that business’s competitiveness. For example, the
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following types of information commonly are considered to be trade secrets
because they provide a business with a competitive edge:

e information concerning the characteristics of customers

e information relevant to the cost and pricing of goods

e sources of supply, especially if disclosure would divulge the nature of a

secret ingredient

* books and records of the business

¢ mailing lists and other sales information

e customer lists

e information regarding new business opportunities (such as the price and
physical characteristics of real estate)

e information regarding the effectiveness and performance of personnel,
distributors, and suppliers, and

* methods of doing business.

On the other hand, business information is not protectable as a trade secret if
it can be independently developed with little difficulty. Information that might
not generally qualify as a trade secret includes general employee handbooks
and personnel policies that discuss the rights and responsibilities of workers
based on applicable federal and state law.

Related terms: competitive advantage; compilation of information as a trade secret; customer lists;
databases as trade secrets; know-how; industrial secret.

clean room
In order to demonstrate that proprietary materials were developed indepen-
dently, teams are isolated and monitored in “clean rooms.” These facilities pro-
vide evidence that similarities to others” works or products are due to legitimate
constraints and not copying.

commercial piracy
See piracy.

competition by former employees
See confidential employment relationship; covenant not to compete by
employee.

competitive advantage
A competitive advantage may be gained from any confidential information,
idea, item, or state of events that can potentially be exploited to enhance the
income or assets of a business. If the owner of information cannot derive
economic benefit from the information, there is no trade secret. Conversely, if
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keeping the information secret will give its owner a competitive advantage, the
item may qualify as a trade secret, assuming that secrecy is, in fact, maintained.

EXAMPLE: Universal Programming, Inc., develops and distributes business
software. One of its employees creates an outline permitting user interface
screens to be quickly and efficiently edited while programming is in process. If
other software companies have developed equally quick and efficient screen
editors, Universal’s program does not provide a competitive advantage and,
although the program uses an innovative approach, it probably will not qualify
as a protectable trade secret. On the other hand, if Universal’s innovative new
screen editor works faster than others in general use throughout the industry or
offers unique features, this would give Universal a competitive advantage
because it may produce software faster or better than its competitors. In this
situation, the screen editor program would qualify for trade secret status as
long as Universal treats the program as confidential and other companies do
not independently create the same innovations.
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Related terms: trade secret, defined.

compilation of information as a trade secret
Trade secrets are often thought to involve a new approach, formula, device, or
method for accomplishing a given end. However, a genuinely innovative
structuring or reorganization of otherwise public information that creates a

competitive advantage can also qualify as a trade secret if it is maintained as
one.

Much existing information is now being reorganized so that it can be more
easily stored in and retrieved from computer databases. Often referred to as
“knowledge engineering,” these new machine-searchable formats themselves
may qualify as innovative compilations. They deserve treatment as trade secrets
if maintained as such, because they enable a business to analyze old information
in new ways that can lead to a competitive edge.

EXAMPLE: A hearing aid manufacturer designs an innovative way to create a
specialized mailing list of deaf Americans from available census data.
Although the census data is certainly not a trade secret, the mailing list would
qualify as a trade secret in that it is not available to anyone else and would
provide the manufacturer with a competitive advantage.

Related terms: business information as trade secret; customer lists; databases as trade secrets.
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computer programs and trade secrets
See software and trade secrets.

confidential employment relationship
Much of trade secret law is concerned with how employees may act with
respect to an employer’s trade secrets during and after the period of their
employment, even if these matters are not set out in a written agreement.

Each state has laws that prohibit trade secret theft. Regardless of whether an
employer uses a nondisclosure agreement, an employee can be prevented, un-
der these laws, from making unauthorized disclosures. In some cases, an em-
ployer may obtain financial damages from the employee for such disclosures.
Although it is always advisable to use a nondisclosure agreement, these state
laws provide a second line of defense in the event trade secrets are stolen.

In addition to state laws prohibiting disclosure, certain management and high-

level employees—for example, an engineer, scientist, or corporate executive—
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who come in contact with trade secrets during the course of their work have a
special obligation (referred to as a “fiduciary duty” or “duty of trust”) to treat se-

Def

crets as confidential. The higher the level of expertise or responsibility possessed
by the employee, the more likely this special fiduciary relationship exists. This

offers an employer another method of preserving trade secrecy.

Regardless of these state laws and fiduciary duties, firms possessing trade se-
crets usually require all employees with access to trade secrets to sign nondis-
closure agreements, as such agreements provide additional rights and
obligations in the event of a trade secret theft.

Related terms: nondisclosure agreement; duty of trust; exit interview.

confidentiality agreements
See nondisclosure agreement.

copyright and trade secret law compatibility
A copyright consists of the exclusive right to reproduce, display, perform, dis-
tribute, and make alterations to an original work of expression. Simply put,
copyright law protects the original expressions of ideas, but not the ideas them-
selves.

Copyright and trade secret laws sometimes protect the same kinds of informa-
tion and sometimes are mutually exclusive of each other. Here are the salient
points of how trade secret and copyright legal protections can work together
under the Copyright Act of 1976:
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e Trade secret and copyright protection are both available for unpublished
works as long as the idea (or ideas) in the work is sufficiently innovative to
qualify as a trade secret (any confidential information that provides a busi-
ness with a competitive advantage), and the information is kept con-
fidential.

e Trade secret and copyright protection may both be available for works that
are distributed on a limited and restricted basis under a copyright licensing
arrangement requiring the licensee (user) to recognize and maintain the
trade secret aspects of the work. This dual protection is especially pertinent
for the computer software business.

¢ Trade secret protection is generally not available for software if the source
code is made available to the public on an unrestricted basis through such
means as listing it in a computer magazine or on a medium of distribution
(for instance, a floppy disk).

e Works that are widely distributed without specific licensing agreements
will generally lose their trade secret status but may be entitled to copyright
protection.

* The deposit of a physical copy of the work that is being registered with the
U.S. Copyright Office operates to disclose any trade secrets in the work
unless the deposit in some way masks the material that comprises the trade
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secret. For instance, it is possible to deposit samples of source code with
major portions blacked out so that the parts of the code being maintained
as a trade secret are not disclosed. There are several other methods for
simultaneously registering a computer program and maintaining trade
secrets. One common way is to withhold the source code altogether and
deposit object code—which is impossible to understand when read in the
U.S. Copyright Office.

Related terms: ideas as trade secrets; reasonably precautionary measures to protect trade secrets;

software and trade secrets.

See also Part 2 (Copyright Law): Copyright Act of 1976.

covenant not to compete by employee

(also referred to as a “noncompetition agreement” or “noncompete”). This is le-

galese for a written promise by an employee not to compete with his or her em-

ployer, or take employment with a competing business, for a specified length of

time after the employer-employee relationship ends.

Noncompetition and nondisclosure agreements both have the same goal: to
prevent a competitor from using valuable business information. The difference is
that a nondisclosure prohibits disclosure to a competitor; a noncompete prohib-
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its even working for a competitor or starting a competing business. In other
words, the noncompete is broader and more heavy-handed in its approach. (So
heavy-handed, in fact, that some states restrict or prohibit them.)

In some cases, noncompetes and nondisclosure agreements complement each
other. For example, an Internet business might use a noncompete agreement to
prohibit employees from working for competitors for a period of six months. Af-
ter that, the employees may work for a competitor but will still be prohibited,
under the terms of a nondisclosure agreement, from disclosing trade secrets. The
six-month noncompete period guarantees that short-term business strategies
won’t be compromised, while the nondisclosure agreement guarantees that fun-
damental long-term business information and methods won’t be lost in subse-
quent years.

By delaying former employees from going to work for competitors or starting
their own competing businesses, covenants not to compete minimize the risk
that trade secrets will be disclosed or used to compete with the former em-
ployer.

Agreements restricting the right of employees to compete have often proved
difficult to enforce in court, as courts tend to dislike contracts that restrict a
worker’s right to earn a living. Employees with high levels of responsibility are
more likely to be held to their promise, while those with less important responsi-
bilities may be able to escape from the restriction on the premise that they
would not be in a position to harm the employer’s interest, and it would more
severely affect their ability to support themselves.

Covenants not to compete are banned in some countries, and banned or
greatly restricted in a few states, including California. However, if an employee
enters into a legal noncompete in one state and then takes a job with a competi-
tor in California, California courts will enforce the agreement.

EXAMPLE: Medtronic, a manufacturer of implantable medical devices, hired
Mark Stultz to work in its Minnesota branch office. Stultz signed a noncom-
pete agreement—Ilegal in Minnesota—and then, after a few years, resigned
and went to work for Advanced Bionics, a California medical device manufac-
turer. Stultz and Advanced Bionics asked a California court to invalidate the
Medtronic noncompete agreement, since California does not permit
noncompetes. The California Supreme Court refused; Stultz was bound by the
Minnesota agreement, even in California. (Advanced Bionics Corp. v.
Medtronic, Inc., 29 Cal. 4th 697 (2002)).
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Most state courts will, however, enforce covenants not to compete if they are
seen as necessary to protect trade secrets and are drafted to minimize the restric-
tion of the employee’s right to work and/or engage in commerce.

EXAMPLE: Laser Fair Corp., a company engaged in making holographs for
amusement parks, hires Peter Erickson as a high-level laser specialist. As a
condition of employment, Peter is required to sign a covenant not to compete
in work specifically involving amusement park holographs for a one-year pe-
riod. This narrower covenant would likely be enforceable in most states. If,
however, Peter signed a covenant not to engage in any holography or related
laser work for a five-year period after leaving the company, most courts would
refuse to uphold it. Given the fast-changing nature of the field, such an agree-
ment is both broader in scope and longer in duration than is needed to protect
Laser Fair's competitive interest in trade secrets acquired by Peter.

A court is more likely to shorten the time periods for restrictive covenants
when the employee works in an area of developing technology such as software
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or the Internet. For example, one court ruled that an Internet employee’s one-
year restriction on working for a competitor was too long “given the dynamic
nature of this [Internet] industry, its lack of geographical borders, and the
employee’s former cutting-edge position.” (EarthWeb, Inc. v. Schlack, 71 F.
Supp. 2d 299, 313 (S.D. N.Y. 1999).) Another court limited an Internet
employee’s noncompete restriction to six months. (DoubleClick, Inc. v.
Henderson, 1997 LEXIS 577 (Sup. Ct. N.Y. Co. 1997).)

Related terms: confidentiality agreements; reasonably precautionary measures to protect trade secrets.

covenant not to compete by owners of a sold business
As a condition of the sale of an existing business, its owners, officers, or direc-
tors are commonly required to promise in writing not to compete with the pur-
chased business for a specific time period. These promises (or covenants)
constitute recognition that part of the value of the purchased business consists of
trade secrets. If former owners, officers, or directors were permitted to utilize this
information in competing businesses, the purchasers of the existing business
would not be getting their money’s worth. For this reason, courts are usually
willing to enforce these covenants.

criminal prosecution for trade secret theft
Several states and the federal government have passed laws that make the unau-
thorized disclosure, theft, or use of a trade secret a crime. Under these laws the
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government, not private businesses, arrests the perpetrators and brings criminal
charges. The penalties—including imprisonment—can be much more severe
than in a civil suit. For example, a person convicted of violating the federal Eco-
nomic Espionage Act of 1996 can be imprisoned up to 10 years.

The filing of a criminal case does not prevent the trade secret owner from fil-
ing a civil lawsuit based on the same issues. For example, in a case involving
the Avery-Dennison company, a Taiwanese competitor was ordered to pay $5
million in fines to the government as a result of criminal charges and $60 mil-
lion to Avery-Dennison as a result of a civil lawsuit involving claims of trade se-
cret misappropriation, RICO violations, and conversion.

Criminal prosecutions of trade secret theft are rare because many businesses
prefer not to bring law enforcement officials into the fray. Also, in some cases,
law enforcement officials don’t wish to prosecute because there may not be suf-
ficient evidence to obtain a conviction. Keep in mind that the standards of proof
for criminal cases are higher than for civil battles.

Although state criminal laws affecting trade secrets differ from state to state,
the typical law applies to anybody who intentionally:
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e physically takes records or articles reflecting the trade secret
e copies or photographs such records or articles

e assists in either of these acts, or

e discloses the trade secret to another after having received knowledge of the
secret in the course of a confidential employment relationship.

Related terms: federal trade secret statute; improper acquisition of trade secrets; improper disclo-
sure of trade secrets; trade secret infringement action.

customer lists
Companies are often very eager to protect their customer lists with nondisclo-
sure agreements, particularly when a former employee might use a customer list
to contact clients. If a dispute over a customer list ends up in court, a judge gen-
erally considers the following elements to decide whether or not a customer list
qualifies as a trade secret:

e Is the information in the list ascertainable by other means? A list that is
readily ascertainable cannot be protected.

e Does the list include more than names and addresses? For example, a cus-
tomer list that includes pricing and special needs is more likely to be pro-
tected, because this information adds value.

e Did it take a lot of effort to assemble the list? A customer list that requires
more effort is more likely to be protected under a nondisclosure agreement.
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e Did the departing employee contribute to the list? If the departing em-
ployee helped create it or had personal contact with the customers, it is
less likely to be protected under a nondisclosure agreement.

e |s the customer list personal, long-standing, or exclusive? If a business can
prove that a customer list is special to its business and has been used for a
long time, the list is more likely to be protected.

A salesman worked for an insurance company selling credit life in-
surance to automobile dealers. When he switched jobs to work for a competing
insurance company, he took his customer list and contacted the customers at
his new job. A court ruled that the customer list was not a trade secret because
the names of the automobile dealers were easily ascertainable by other means
and because the salesman had contributed to the creation of the list. (Lincoln
Towers Ins. Agency v. Farrell, 99 Ill. App. 3d 353, 425 N.E.2d 1034 (1981).)

Former employees took the client list of a temporary employee
service. The former employees argued that the list could not be a trade secret
since the information could be obtained through other means. A court dis-
agreed and prevented the ex-employees from using the list, because it could
not be shown, using public information, which companies were likely to use
temporary employees and because the list also included such information as
the volume of the customer’s business, specific customer requirements, key
managerial customer contacts, and billing rates. (Courtesy Temporary Serv.,
Inc. v. Camacho, 222 Cal. App. 3d 1278 (1990).)

Wholesalers’ lists of retail concerns are often hard to protect as trade secrets.
Retailers are usually easy to identify through trade directories and other sources,
and a list of them ordinarily does not confer a competitive advantage. But there
are exceptions—for instance, a list of bookstores that order certain types of tech-
nical books and pay their bills promptly may be very valuable to a wholesale
book distributor. But if the information is readily ascertainable through trade
publications or other industry sources, it is not classified as a trade secret.

In a California case, a court determined that employees who left a business
could use their former employer’s mailing list to send out an announcement of
their change of employment to former clients. The former employer’s mailing list
was not a trade secret because: (1) the clients became known to the ex-employ-
ees through personal contacts, and (2) the use of the customer list simply saved
the ex-employees the minor inconvenience of looking up the client addresses
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and phone numbers. In other words, the information was easy to ascertain.
(Moss, Adams & Co. v. Shilling, 179 Cal. App. 3d 124 (1984).)

Related terms: business information as trade secret; databases as trade secrets.

damages in trade secret misappropriation actions
If a trade secret owner suffered monetary loss as a result of a trade secret theft,
the owner may be able to get a court to award either:

* money damages measured by the profits earned by the competitor as a

result of the use of the trade secret, or

* money damages measured by the loss of profits by the trade secret owner

due to the improper trade secret leak.

Further, if the theft was intentional, courts in many states may impose punitive
damages (damages awarded to the plaintiff for the purpose of punishing the
wrongdoer and providing an example to other would-be trade secret thieves). By
contrast, in other states, treble damages (three times the amount of proven actual
damages) is the most that can be awarded in a trade secret case. For example, in
a state that allows punitive damages, a court might award the plaintiff
$1,000,000, even if the trade secret owner only proves $10,000 worth of actual
damages. But in states where punitive damages are defined as treble damages,
the court could only award $30,000 in the same case.
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Related terms: injunctions in trade secret cases; trade secret misappropriation action.

databases as trade secrets
A database is information of any type organized in a manner to facilitate its
retrieval. An encyclopedia, for example, is a database that is organized alpha-
betically and contains information that can be retrieved by subject.

The term “database” currently is understood as referring to computer databases.
Computer databases usually consist of information linked in a way to allow its
quick retrieval, either by specific item or in combination with other items.

Databases may be protected as trade secrets. For instance, a database that allows
a book publisher to identify people who purchased certain categories of books in
the previous year would qualify as a trade secret if it were kept confidential.

A database often contains component materials that are protected by copy-
right. Sometimes this copyrighted material is owned by someone other than the
database owner, as in the case of a database of archived newspaper articles
where the copyright in the articles is owned by their original authors or publishers.
Even so, this type of database can still be a trade secret, because the way the
materials are organized is at least as valuable as the materials themselves.
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EXAMPLE: Windtronics Inc. creates a database consisting of all articles
published on wind power. The database structure allows retrieval by key word
and/or by any of 200 key wind power concepts. Windtronics then establishes
a thriving consulting business, based on its ability to retrieve information
quickly from its database. Windtronics must obtain permission to copy the
articles from their authors (or other current owners), since the creation of the
database necessarily involves copying the articles into electronic form. Never-
theless, the database itself can be a trade secret if it is maintained as one and
gives Windtronics a competitive advantage.

Related terms: competitive advantage; compilation of information as trade secret; copyright and
trade secret law compatibility; customer lists.

disclosure of confidential information

See Internet and trade secrets; nondisclosure agreement.

disclosure of confidential information during lawsuit
See litigation and disclosure of trade secrets.
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duty of trust
Over the years, the courts have recognized that certain business relationships
require a higher-than-normal degree of trust between the parties. These relation-

ships are often referred to as “fiduciary relationships,” and people or businesses
in these relationships are said to owe a duty of trust to each other. Those with a
duty of trust have an obligation to take the interests of another person or a
business into account when engaging in commercial activity potentially affecting
that person or business. For instance, an employer and a high-level employee or
provider of a service (expert consultant, lawyer, accountant) have a duty of trust
to deal fairly with each other under all circumstances.

If a person violates (breaches) a duty of trust, the courts are usually willing to
grant whatever remedy is necessary to undo the harm caused by the breach. For
example, if a high-level executive breaches a duty owed to his or her employer
by disclosing trade secrets to a competitor, the employer may go to court to pre-
vent further breaches, to receive an award of damages from the employee, and
to prevent the competitor from using the disclosed trade secrets.

Criminal prosecutions seldom are brought in breach of trust cases, which are
almost always viewed as civil matters.

Related terms: confidential employment relationship; trade secret misappropriation action.

Economic Espionage Act of 1996
See federal trade secret statute.
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email and confidentiality
How risky is it to send trade secrets by email? There’s much less risk in the trans-
mission of email than in its storage. The transmission of email usually doesn’t
jeopardize confidentiality, because each email message is broken into packets of
information and reassembled at the delivery point, making it difficult to intercept.
Also, the nature of email requires that the address be typed exactly, and, if it is
not, it almost always bounces back to the sender.

The danger from loss of confidentiality occurs when email is stored either on
the sender’s computer, a host computer (for example, an Internet service provider
like America Online), or the recipient’s computer. These stored files can be ac-
quired legally by employers, lawyers, or the police, or they can be acquired ille-
gally by hackers. Email transmissions also pose a threat to confidentiality when
the information is subsequently posted on a bulletin board or in a chat group. For

this reason, businesses generally institute trade secret procedures on company
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computers, including password protection and encryption of messages—a pro-

cess that uses sophisticated software to garble the sender’s words and then allows

Def

the recipient to unscramble and read them. In addition, companies prevent out-
siders from penetrating the office network by the use of firewalls, protective com-
puter hardware or software systems.

Related terms: Internet and trade secrets.

employees, covenant not to compete
See covenant not to compete by employee.

employees, notice of trade secrets
See notice to employees of trade secrets.

employees’ rights and duties towards trade secrets
See confidential employment relationship.

employment contracts and trade secrets
See nondisclosure agreements; covenant not to compete by employee.

evaluation agreement
This is a contract by which one party promises to submit an idea and the other party
promises to evaluate the idea. After the evaluation, the evaluator will either enter into
an agreement to exploit the idea or promise not to use or disclose the idea.

Related terms: idea submission.

exit interview
An employer may conduct an interview with a departing employee, in which the
employee is reminded of the trade secrets he or she has knowledge of and
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warned that his or her unauthorized disclosure of these trade secrets may result
in being held personally liable for damages.

Related terms: duty of trust; notice to employees of trade secrets.

federal trade secret statute
The Economic Espionage Act of 1996 makes the theft of trade secrets a federal
crime. The Act prohibits the theft of a trade secret by a person intending or
knowing that the offense will injure a trade secret owner. The Act also makes it
a federal crime to receive, buy, or possess trade secret information knowing it to
have been stolen. The Act’s definition of “trade secret” is similar to that of the
Uniform Trade Secrets Act. The penalties for a violation of this new statute
include a potential prison term of 15 years and fines up to $5 million, depend-
ing on whether the defendant is an individual or a corporation. The Act is set
out in full in the statutes following this part of the book.
A private party can still sue for trade secret theft even if the federal govern-
ment files a criminal case under the Electronic Espionage Act.
Since its adoption, the Economic Espionage Act has been enforced in several
instances including:
e an attempt to steal the process for culturing Taxol from plant cells (Taxol is
used in the treatment of ovarian cancer)
e the theft of a new shaving system developed by the Gillette Company
e the sale of trade secrets about a Kodak-owned device (known as the 401
machine) that inexpensively produced the clear plastic base used in con-
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sumer film

e the theft of trade secrets by a Taiwanese company from the Avery-
Dennison company, and

e the theft of blueprints and bootlegged semiconductor parts from a Silicon
Valley company.

Related terms: criminal prosecution of trade secrets.

fiduciary duty and trade secrets
See duty of trust.

formulas as trade secrets
Product formulas that both are kept confidential and add to a business’s com-
petitive advantage may qualify as trade secrets. A formula can consist of any
combination of ingredients that results in a particular product. Examples of the
many formulas that have been granted trade secret status are those for soft
drinks, butter flavoring, industrial solvents, floor wax, and rat poison.
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Freedom of Information Act, exemption of trade secrets
In its regulatory capacity, the federal government often requires businesses to
submit information that the businesses consider to be trade secrets, such as the
precise formula used in a drug for which FDA approval is being sought. The
Freedom of Information Act (FOIA), located in 5 United States Code, Section
552, ordinarily provides the public with broad access to documents possessed
by the executive branch of the federal government. However, to encourage
businesses to file the appropriate records, trade secrets are exempt from the
disclosure requirement otherwise imposed on the government by the FOIA. This
means that businesses are able to comply with government regulations without
necessarily giving up their secrets.

However, although the government is not required to disclose trade secrets
under the FOIA, it is often difficult, if not impossible, for an agency official to
tell from the information itself whether or not it is considered a trade secret by
the company that submitted it. So, to protect their trade secrets, companies sub-
mitting trade secret information should clearly label the material as such. If the
agency receives a request for the information, the agency is then supposed to
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contact the company and give it a chance to argue why the information should
not be disclosed. If, however, the agency chooses to release the information in
question against the company’s wishes, there is little that can be done about it.

The courts have prohibited affected businesses from filing lawsuits against the
agencies involved (called “reverse FOIA suits”).

freedom of speech and trade secrets
The First Amendment to the U.S. Constitution prohibits the government from
placing restrictions on a person’s freedom of speech. One exception to this
“prior restraint” rule is that a court may prohibit the publication of trade secrets
that have been obtained in violation of an employment agreement. Courts weigh
several factors when making a prior restraint determination, including the
commercial interest in the trade secrets, the individual’s right to speak freely,
and the illegal behavior used to acquire the trade secrets.

EXAMPLE: A California man republished computer code from a Norwegian
website. The code allowed users to bypass encryption and play DVDs on a
computer—a method that was considered a trade secret by the DVD trade as-
sociation. The trade association sued to stop the republication of the alleged
secret, but a California appellate court refused to stop republication and ruled
that the computer code was pure speech within the scope of the First Amend-
ment. (The court considered the code to be an alternative, unlicensed method
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of decrypting encrypted DVDs.) The case provoked a great deal of controversy
among media and software companies, and the California Supreme Court is
expected to rule on the matter in 2004. (DVD Copy Control Association v.
Bunner, 93 Cal. App. 4th 648 (2001).)

Prohibiting publication is less likely if the trade secrets are obtained by legiti-
mate means.

EXAMPLE: An attorney accidentally attaches trade secret information to a
publicly filed court document. A reporter uncovers this inadvertent disclosure
and arranges to publish the information in a newspaper. A court is unlikely to
restrain this publication, since the information was obtained legally.

Keep in mind that some trade secret information, for example a business plan,
may be protected under copyright law. In that case, the owner of the trade
secret can sue, claiming copyright infringement as a result of the unauthorized
publication, regardless of whether the information was obtained legally.
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Related terms: injunctions in trade secret cases; temporary restraining order; protective order;
copyright and trade secret compatibility.

GATT (General Agreement on Tariffs and Trade)
The General Agreement on Tariffs and Trade (GATT) is a treaty among most of
the world’s industrialized nations that addresses a number of factors affecting
international trade, including how each signing country treats trade secrets
belonging to businesses in the other signing countries. Under GATT, most
industrial countries have pledged themselves to provide protection to trade
secrets owned by residents of all signatory nations.

geographical licenses
See licensing of trade secrets.

head start rule
When a court finds that a business improperly possesses trade secrets belonging
to another business, it sometimes orders that the nonowning business cannot use
the trade secrets for a period of time. How long a business is restricted from us-
ing another business’s trade secrets depends on the length of time it would have
taken the offending business to independently develop the information that
constitutes the secret. In other words, the rightful trade secret owner is provided
with a commercial “head start” in the information’s use. This head start remedy
recognizes that the essential value of a trade secret is the competitive advantage
it affords its owner.
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Related terms: injunctions in trade secret cases; trade secret misappropriation action.

hiring employees from competitors to obtain trade secrets
See improper acquisition of trade secrets.

idea submission

People often come up with concepts that have not yet been exploited and may
have economic value. For example, someone may conceive of an idea for a
television show, but unless that person is in the business of producing television
shows, the idea does not provide an advantage over competitors. In other
words, it may not qualify as a trade secret. The key to protecting these idea sub-
missions is to enter into an arrangement that respects the idea’s potential value
and justifies compensation.

Although the rules regarding protection of ideas vary from state to state, the
best approach to protecting an idea submission is:

* maintain it with secrecy since, due to the vagaries of trade secret law, the

idea may qualify as secret
* don’t submit it to a company unless it has been solicited and it is clear that
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the arrangement is for compensation, and
e if possible, use an evaluation (or option) agreement to maintain secrecy
and to demonstrate solicitation.

EXAMPLE: In 1983, two men submitted an idea to a movie studio: An African
king comes to America, loses his memory, works in a restaurant, and marries
an American woman and returns with her to his kingdom. The men entered
into an agreement that if the studio ever produced a movie based on the idea,
they would be compensated from the film'’s profits. The studio made Coming
to America, a movie based on the idea which grossed over $300 million. The
studio claimed it had no obligation to pay the men because the movie was not
based on their idea. The men sued and a court ruled in their favor because: (1)
the movie studio had solicited the idea; (2) the parties had signed an agree-
ment; and (3) $10,000 had been paid to the men when the idea was submit-
ted. In the Coming to America case, no one factor was conclusive, but
collectively these factors established that the idea submission was submitted
in confidence and for economic benefit. (Buchwald v. Paramount, 13 USPQ
2d 1497 (1990).)

Although an evaluation or option agreement may create the presumption that an
idea was solicited for compensation, a court will not always enforce it. If an idea
is obvious within the industry, an agreement can be invalidated, because each
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party to a contract must contribute something of value. If the submitted idea has
no novelty, it has no value, and therefore the contract is void. (Nadel v. Play-by-
Play Toys & Novelties, Inc., 208 F.3d 368 (S.D. N.Y. 1999).)

EXAMPLE: A company submitted a cross-marketing idea to the Mattel toy
company and the National Basketball Association; the two entities would
jointly market a Cabbage Patch Doll dressed in a basketball uniform. A court
later determined that the company submitting the idea had no rights to com-
pensation, because the idea was obvious to the NBA and Mattel. (Khreativity
Unlimited v. Mattel, Inc., 101 F. Supp. 2d 177, (S.D. N.Y. 2000).)

Even if a company doesn’t sign an evaluation or option agreement, it’s still pos-
sible to get paid for the use of an idea. An agreement can be implied from the cir-
cumstances.

EXAMPLE: The Mattel toy company invited members of an animation com-
pany to submit ideas for licensed characters. The animation company pre-
sented several ideas, including its “Flutter Faeries” characters. Mattel asked to
keep copies of the presentation and soon afterwards produced dolls with char-
acteristics similar to Flutter Faeries. A court of appeals permitted the animation
company to pursue Mattel over an implied agreement. (Cunther-Wah! Produc-
tions, Inc., v. Mattel, 104 Cal. App. 4th 27 (2002).)

Under limited circumstances, the originator of an idea may stop someone to
whom the idea is disclosed from misappropriating it if there is a “fiduciary rela-
tionship” between the parties and the idea was not generally known. In a fiduciary
relationship, one person stands in a special relationship of trust, confidence, or re-
sponsibility. Fiduciary relationships are often defined by statute or case law. For
example, the relationship of an attorney to a client is a fiduciary relationship, and
stealing a client’s idea would be a breach of that relationship.

Equally important is whether the parties are in a confidential relationship. If the
parties have agreed not to disclose the secret without authorization, a presumption
is usually created that the idea has economic value and deserves compensation.

ideas as trade secrets
Ideas alone can be protected as trade secrets only if they are generally unknown
in the business community, offer a competitive advantage, and are treated confi-
dentially. The real value of any idea will ultimately depend on its commercial
success. An idea that offers the possibility of helping a business compete should
be maintained as a trade secret until such time as it appears to lack feasibility or
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others independently think of it. Otherwise, a golden opportunity for obtaining
an advantage over potential competitors may be lost.

Although the rules regarding protection of ideas vary from state to state, the
maximum legal protection can be obtained by following these principles:

e Maintain an idea with secrecy and use a nondisclosure agreement, and
e Don’t submit it to a company unless it has been solicited and it is clear that
the arrangement is for compensation.

Trade secret protection is also available for ideas that later become an inven-
tion, up to the time that a patent covering the invention issues. Once a patent
issues, the underlying ideas become part of the patent, which information is
available to the public, and are no longer considered trade secrets.

Trade secret protection for ideas should be contrasted with copyright pro-
tection, which only protects the actual expression of the idea and not the idea

itself. Because of this difference, trade secret law can often best protect the con-
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ception and development stages of a work before it is finally fixed in a tangible

medium and published, at which point copyright protection takes over.

Def

Related terms: copyright and trade secret law compatibility; patent application, effect on trade
secrets.

illegal restraint of trade

Commercial activity by one business showing a strong tendency to restrict or curtail
the free flow of commerce is considered an illegal restraint of trade. Examples of
illegal restraints are tying arrangements (requiring the purchase of one product as a
prerequisite to buying another), price setting agreements (two or more businesses
agree to set prices at a particular level), and territorial restriction agreements (private
agreements to restrict the use of a trade secret to certain geographical areas).

Related terms: antitrust law and trade secrets; licensing of trade secrets.

implied duty not to disclose trade secrets
See duty of trust.

improper acquisition of trade secrets
This phrase describes the situation where a business obtained a trade secret
through means that the law considers impermissible, such as:
e deliberate theft through misrepresentation, burglary, or industrial espio-
nage, or
¢ knowingly obtaining or using trade secrets that have been obtained by theft
or improperly disclosed by a person who breached a nondisclosure agree-
ment, implied duty not to disclose trade secrets, or duty of trust.
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Under these circumstances, an injured trade secret owner can file a trade
secret lawsuit to stop the other company from using the information, and perhaps
to recover money damages and punitive damages.

EXAMPLE: The Bayside Graphics company develops and tries to keep secret a
program that greatly improves the graphics capability of a popular business-
forecasting package. If a competitor discovers the information by illegally
spying on Bayside—for instance, the competitor steals Bayside’s trash during a
five-minute period when it is left unprotected and thereby discovers the trade
secret—improper acquisition has occurred and court relief can be obtained.

The U.S. government may also file criminal charges against the trade secret thief
under the federal trade secret statute.

Related terms: damages in trade secret misappropriation actions; federal trade secret statute; indus-
trial espionage; trade secret misappropriation action.

improper disclosure of trade secrets
When someone communicates trade secrets to others in violation of a nondis-
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closure agreement, duty of trust, or confidential employment relationship, it is
known as an improper disclosure of trade secrets. Those who improperly dis-
close trade secrets may be held liable for all resulting harm to the trade secret

owner’s economic interests.

Related terms: damages in trade secret misappropriation actions; improper acquisition of trade se-
crets; nondisclosure agreement; trade secret misappropriation action.
independent conception, defense to trade secret claim
For a trade secret owner to obtain court-ordered relief against a competitor who
is using the trade secret, there must be a showing that the competitor improperly
acquired it. A trade secret is not improperly acquired if it is independently
conceived of or is discovered by a competitor through parallel research.
To preserve their ability to raise independent conception as a defense to a
trade secret infringement action, most large companies will not:
e sign a nondisclosure agreement tendered by an outsider who wants to sell
something to the company, or
e examine any work developed by an outsider unless the outsider signs a
written statement giving up the right to treat the work as a trade secret.
Related terms: improper acquisition of trade secrets; parallel research; trade secret misappropria-
tion action; unsolicited idea disclosure.
independently developed
See independent conception, defense to trade secret claim.
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industrial espionage
In the trade secret context, industrial espionage consists of any activity directed
toward discovering a company’s trade secrets by such underhanded or illegal
means as:

e electronic surveillance

e bribery of employees to disclose confidential information

e placing of a spy among the company’s employees

e tapping of a company’s phones, computers, or email, or

e theft of documents containing confidential information.

In the U.S., an owner of trade secrets obtained by an outsider as a result of
industrial espionage may recover large damages if the secrets are subsequently
used by the guilty party and the thief is subject to criminal prosecution under the
federal trade secret statute. In some countries, however, trade secret theft
through industrial espionage is tolerated as a normal part of doing business.
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Related terms: improper acquisition of trade secrets; federal trade secret statute.

industrial innovations as trade secrets
See competitive advantage; trade secret, defined.

Def

industrial secret
Industrial secrets are trade secrets of a technical, technological, scientific, or
mechanical nature. Secret processes, formulas, unregistered industrial designs,
manufacturing techniques and methods, secret machinery, devices, and the like
are all examples.

The laws of some countries, such as Japan, distinguish between industrial
secrets and commercial secrets. In the U.S., however, courts generally treat all
trade secrets alike, regardless of their type. In other words, whether or not a
trade secret is business information, industrial know-how, or an industrial secret

has no legal consequence in the U.S.

Related terms: know-how; trade secret, defined.

inevitable disclosure rule (also known as the inevitability doctrine)
Even without a noncompete agreement, a few businesses have been able to pre-
vent certain ex-employees from working for a competitor under a legal con-
cept—appropriately titled the inevitable disclosure doctrine. This principle was
popularized by a 1995 case in which Pepsico successfully argued that a former
executive could not help but rely on company secrets at his new job with a ri-
val. (Pepsico, Inc. v. Redmond, 54 F.3d 1262 (7th Cir. 1995).)



@ PATENT, COPYRIGHT AND TRADEMARK

Some experts have been dumbfounded by this rule, since it allows a business to
prevent an ex-employee from competing without the use of a noncompete agree-
ment. From the employee’s perspective, this rule is especially disturbing, since it
allows a former employer to get a court order preventing employment without any
proof of actual or even threatened theft or disclosure of trade secrets. In other
words, the rule is used to prohibit employment, not disclosure. (DoubleClick, Inc.
v. Henderson, 1997 N.Y. Misc. LEXI 577 (N.Y. Sup. Ct. 1997).)

The use of the inevitable disclosure rule appears to be limited. Only a handful
of courts have accepted it, and in many of the cases where it has been applied,
the court has required more—for example, a showing of bad faith or under-
handed dealing by the ex-employee.

in-house trade secrets
A trade secret may still legally exist—and be entitled to protection—even though
many people know about it, as long as the knowledge is kept within the business
that owns it. For example, in large corporations, trade secrets may be known by
hundreds or even thousands of people on a “need to know” basis. As long as the
business takes adequate measures to prevent the secrets from being disclosed to
the public or to other businesses, the trade secret status of the information is
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maintained.

Related terms: notice to employees of trade secrets; reasonably precautionary measures to protect
trade secrets.

injunctions in trade secret cases
A court order directed at persons or businesses who have either improperly
acquired trade secrets, or who threaten to improperly disclose them, is known as
an injunction. Typically, an injunction is sought as part of a trade secret misap-
propriation action, to prohibit a defendant from using a trade secret belonging to
the plaintiff (the party bringing the action) or from disclosing it to others. This
type of judicial relief is common in trade secret litigation, since one of the trade
secret owner’s primary goals is to stop any further erosion of the competitive
advantage gained by keeping the information secret.

Courts are authorized to issue emergency injunctions, called temporary
restraining orders (TROs), when a trade secret owner shows that a trade secret is
at risk of being lost as a result of the defendant’s behavior. The court must then
schedule a hearing at which all sides may be heard. If, after this hearing, the
court still believes that a trade secret is at stake and that the trade secret owner
will probably win at trial, it can issue a provisional or “preliminary” injunction.
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This order will continue to prevent the defendant from using or disclosing the
trade secret pending a final decision in the case. As a practical matter, once a
preliminary injunction is granted, the parties will often settle rather than fight the
case through to trial and beyond.

EXAMPLE: Space Age Robotics International (SARI) is a small business with
five employees. It has developed a computer security system that visually
recognizes people and responds to their voice commands. SARI plans to make
a product announcement in about a month. In the meantime, Fred Gregory,
SARI’s chief engineer, suddenly quits and joins Universal Systems Inc., a
competitor. A week later, SARI learns from the grapevine that Fred is working
around the clock to build a similar visual recognition system for Universal.

Claiming trade secret misappropriation, SARI immediately files an action
against Fred and Universal and asks the court to first grant a temporary
restraining order (TRO), and then a preliminary injunction, preventing Fred
from making any further disclosures to Universal and Universal from disclos-
ing anything they have already learned from Fred. The basis for this request
(motion) is that if it is not granted, SARI will suffer irreparable injury because
its valuable trade secrets will be lost. The court issues a TRO and schedules a
hearing 14 days later, at which time SARI’s motion for a preliminary injunction
is considered. At this hearing, both SARI and Universal present oral arguments
regarding the applicable law as well as written statements of their respective
legal positions (called “points and authorities”). Both sides also submit written
statements under oath (affidavits or declarations) describing the facts in the
case as they see them. Although witnesses occasionally appear in preliminary
injunction hearings, that is somewhat exceptional.

The judge determines that a preliminary injunction is necessary to pre-
serve SARI’s trade secrets and that, when the case is finally tried, SARI will
probably win. Accordingly, a preliminary injunction is issued to remain in
effect pending the trial of the case. Because the trial will not occur for at least
a year, and because both SARI and Universal need to get on with their respec-
tive businesses, they agree to settle the dispute. Universal agrees to scrap its
budding vision project, Fred agrees to keep his knowledge to himself, and
SARI agrees to drop its misappropriation action and request for damages in
exchange for reimbursement of its legal costs.

Related terms: improper acquisition of trade secrets; improper disclosure of trade secrets; trade
secret misappropriation action.
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Internet and trade secrets
The publication of confidential information on the Internet will almost always
cause the loss of trade secret rights regardless of whether it was done inadvert-
ently or maliciously. The result of such a posting is that competitors who obtain
the information legally, that is, those who did not violate trade secret laws to get
the information, are entitled to use it.

There are many ways a trade secret is disclosed in cyberspace. Sometimes the
disclosure is the result of revenge by an angry employee or contractor, some-
times it occurs because a hacker has uncovered information without permission
of the website owner, and sometimes it is the result of carelessness—often by
employees of the business who may discuss secrets in online chats.

There are exceptions to the “posting equals disclosure” rule. One court ruled
that posting on the Web does not automatically cause the loss of trade secret
status, because the posting may not result in the secret being “generally known.”
The court required a review of the circumstances surrounding the posting and
consideration of the interests of the trade secret owner, the policies favoring
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competition, and the interests—including First Amendment rights—of innocent
third parties who acquire information on the Internet. (Religious Tech. Ctr. v.
Netcom On-Line Comm. Servs. Inc., 923 F. Supp. 1231 (N.D. Cal. 1995).) In
addition to violations of trade secret law, the improper disclosure of trade

secrets on the Internet may lead to claims of copyright infringement.

Related terms: email and trade secrets; improper disclosure of trade secrets; copyright and trade
secret compatibility.

know-how
Know-how does not always refer to secret information. Sometimes it means a
particular kind of technical knowledge that may not be confidential but that is
needed to accomplish a task. For example, an employee’s know-how may be
necessary to train other employees in how to make or use an invention. Al-
though know-how is a combination of secret and nonsecret information, busi-
nesses usually treat it as a protectible trade secret and require employees and
contractors to whom it is disclosed to sign a nondisclosure agreement.

An organization called the International Chamber of Commerce defines “in-
dustrial know-how” to include applied technical knowledge, methods, and data
that are necessary for realizing or carrying out techniques that serve industrial
purposes. Industrial know-how differs from business know-how, which normally
involves white collar managerial and marketing techniques.

The kind of information encompassed by the term “industrial know-how” will
qualify as a trade secret if it is specialized, is not generally known in the relevant
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Sample

NONDISCLOSURE AGREEMENT

This Nondisclosure Agreement (the “Agreement”) is entered into by and between
, with its principal offices at (“Disclosing

Party”), and , located at (“Receiving Party”),

for the purpose of preventing the unauthorized disclosure of Confidential

Information as defined below. The parties agree to enter into a confidential

relationship with respect to the disclosure of certain proprietary and confidential

information (“Confidential Information”).

1. Definition of Confidential Information. For purposes of this Agreement,
“Confidential Information” shall include all information or material that has or
could have commercial value or other utility in the business in which
Disclosing Party is engaged. If Confidential Information is in written form, the
Disclosing Party shall label or stamp the materials with the word
“Confidential” or some similar warning. If Confidential Information is
transmitted orally, the Disclosing Party shall promptly provide a writing
indicating that such oral communication constituted Confidential Information.

2. Exclusions From Confidential Information. Receiving Party’s obligations under
this Agreement do not extend to information that is: (a) publicly known at the
time of disclosure or subsequently becomes publicly known through no fault
of the Receiving Party; (b) discovered or created by the Receiving Party before
disclosure by Disclosing Party; (c) learned by the Receiving Party through
legitimate means other than from the Disclosing Party or Disclosing Party’s
representatives; or (d) disclosed by Receiving Party with Disclosing Party’s
prior written approval.

3. Obligations of Receiving Party. Receiving Party shall hold and maintain the
Confidential Information in strictest confidence for the sole and exclusive
benefit of the Disclosing Party. Receiving Party shall carefully restrict access to
Confidential Information to employees, contractors, and third parties as is
reasonably required and shall require those persons to sign nondisclosure
restrictions at least as protective as those in this Agreement. Receiving Party
shall not, without prior written approval of Disclosing Party, use for Receiving

Reprinted with permission from Nondisclosure Agreements: Protect Your Trade Secrets & More, by
Richard Stim and Stephen Fishman (Nolo).
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Party’s own benefit, publish, copy, or otherwise disclose to others, or permit
the use by others for their benefit or to the detriment of Disclosing Party, any
Confidential Information. Receiving Party shall return to Disclosing Party any
and all records, notes, and other written, printed, or tangible materials in its
possession pertaining to Confidential Information immediately if Disclosing
Party requests it in writing.

4. Time Periods. The nondisclosure provisions of this Agreement shall survive the
termination of this Agreement, and Receiving Party’s duty to hold Confidential
Information in confidence shall remain in effect until the Confidential
Information no longer qualifies as a trade secret or until Disclosing Party sends
Receiving Party written notice releasing Receiving Party from this Agreement,
whichever occurs first.

5. Relationships. Nothing contained in this Agreement shall be deemed to
constitute either party a partner, joint venturer, or employee of the other party
for any purpose.

6. Severability. If a court finds any provision of this Agreement invalid or
unenforceable, the remainder of this Agreement shall be interpreted so as best
to effect the intent of the parties.

7. Integration. This Agreement expresses the complete understanding of the
parties with respect to the subject matter and supersedes all prior proposals,
agreements, representations, and understandings. This Agreement may not be
amended except in a writing signed by both parties.

8. Waiver. The failure to exercise any right provided in this Agreement shall not
be a waiver of prior or subsequent rights.

This Agreement and each party’s obligations shall be binding on the

representatives, assigns, and successors of such party. Each party has signed this

Agreement through its authorized representative.
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(signature)

(typed or printed name)

Date:

(signature)

(typed or printed name)

Date:

initions
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business community, provides a company with a competitive advantage, and is
maintained as a trade secret.

Related terms: industrial secret; methods and techniques as trade secrets.

licensing of trade secrets
A trade secret owner may license a trade secret by permitting others to use the
trade secret in exchange for an agreement to treat it as confidential. Licenses
commonly are limited to specific time periods, types or fields of commerce, and
purposes. There are no government agencies that oversee trade secret licenses,
but trade secret licenses are subject to applicable antitrust prohibitions against
monopolistic or restraint of trade activities.

Under a trade secret license, ownership of the trade secret remains with the
original owner, while the licensee has the right to use the trade secret as long as
it complies with the specific terms and time limits of the license. The license
agreement should always include a clause stating that the trade secret in
question is confidential information and must be maintained properly as a trade
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secret by the licensee.
One common type of license provides the owner with a royalty based on a

percentage of the retail or wholesale price of each item sold that takes advantage
of the trade secret. Many other compensation arrangements are possible. For
example, the license may provide for a flat fee for each separate use of the
secret, a monthly or annual fee, the reciprocal use of information belonging to
the licensee, or some combination of all of these arrangements.

Related terms: antitrust law and trade secrets; trade secret owner.

Litigation and disclosure of trade secrets
State and federal laws establish rules regarding the use and disclosure of trade
secrets during litigation. If one party requests trade secret information from
another, a court will balance the interests of the litigants. If the failure to dis-
close would cause injustice or conceal a fraud, the owner of the trade secret will
be required to disclose it. In order to preserve secrecy, the court will issue a pro-
tective order that requires that all participants in the lawsuit—the litigants, attor-
neys, independent contractors—maintain confidentiality. Protective orders can
be made by order of the court, or the parties may agree to the protection of
confidential information.

Related terms: injunctions in trade secret cases; protective order; temporary restraining order.
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loss of trade secrets
Trade secrets, and the judicial protection their status confers, may be lost by any
conduct that:
e releases the trade secret into the public domain, and
¢ does not constitute wrongful conduct such as theft, violation of a nondis-
closure agreement, or breach of a duty of trust.

EXAMPLE Sonoma Foods Inc. (SFI) conceives of a new way to lengthen the
shelf life of jams and jellies. Initially, SFI takes careful steps to preserve its
invention as a trade secret. However, over a few drinks at a trade show, SFl’s
chief executive officer tells an employee from another food company about
the invention without first asking for a nondisclosure agreement. Such
behavior might result in the loss of the idea as a trade secret, especially if the
other company proceeds to implement the idea or tell others about it. Should
SFl bring a misappropriation suit against the other company, the SFI officer’s
disclosure would definitely constitute a defense. Even though the trade secret
was lost, however, it might still be possible for SFI to apply for and obtain a
patent on its new process.
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Related terms: accidental disclosure of trade secrets; patent application, effect on trade secrets;
public domain and trade secrets; public records and trade secrets; reasonably precautionary
measures to protect trade secrets.

maintained as a trade secret
Information will not be treated as a trade secret by the courts unless it has been
maintained as such. This consists of taking all reasonable measures to preserve
the secrecy of information considered to be a company trade secret.

Related terms: reasonably precautionary measures to protect trade secrets.

methods and techniques as trade secrets
Specialized business knowledge related to a specific process or method,
commonly known as business know-how, can qualify as a trade secret in many
countries if it is so treated. Examples of such know-how include specialized
barbecue methods of cooking (including the use of special cuts of meat and
secret sauces) and methods and techniques for running group sessions of a how-
to-quit-smoking organization.

On the other hand, general business knowledge or expertise not related to a
specific process or method is usually not protectable as a trade secret. The
courts rarely protect information that is generally known to, or available to, the
business community and thus is not secret.

Related terms: know-how; processes as trade secrets; trade secret, defined.
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misappropriation of trade secrets
Misappropriation of a trade secret occurs when secret information is acquired by
improper means—for example, theft, bribery, misrepresentation, or breach of a
duty to maintain secrecy. Misappropriation can also occur if a trade secret is dis-
closed by someone who used improper means to acquire it. Misappropriation of
trade secrets is sometimes mistakenly referred to as trade secret infringement.

money damages
See damages in trade secret infringement actions.

noncompetition clauses in employment contracts
See covenant not to compete by employee.

nondisclosure agreement
The term “nondisclosure agreement” is often used interchangeably with “confi-
dentiality agreement” or “NDA.” A nondisclosure agreement is a legally binding
contract in which a person or business promises to treat specific information as
a trade secret and not to disclose the information to others without proper au-
thorization. If the trade secret is disclosed in violation of the nondisclosure
agreement, the trade secret owner can file a trade secret lawsuit, obtain an in-
junction to stop further use of the trade secret, recover money damages, and
possibly recover punitive or treble damages. (A sample nondisclosure agreement
is provided above.)

Nondisclosure agreements should be used whenever it is necessary to disclose
a trade secret to another person or business for such purposes as development,
marketing, evaluation, or fiscal backing. Through the conscientious use of non-
disclosure agreements, trade secrets can be distributed to a relatively large num-
ber of people without destroying their protected status.

Nondisclosure agreements should also be used between employees and em-
ployers, in order to require that the employee treat as confidential all trade se-
crets he or she learns about in the course of employment. If the employer later
tries to prevent an employee from using information considered to be a trade se-
cret, the nondisclosure agreement can establish that the employee recognized a
duty to cooperate in this endeavor. Competitors who learn of trade secrets
through an employee’s violation of a nondisclosure agreement with a former
employer may also be prevented from commercially using the information, even
if they didn’t know the employee had breached the agreement.

A nondisclosure agreement can also help establish that a business treated par-
ticular information as a trade secret—a necessary element to claiming legal pro-
tection.



TRADE SECRET LAW: DEFINITIONS e

Although nondisclosure agreements are usually in the form of written con-
tracts, they may also be implied if the context of a business relationship suggests
that such agreement was intended by the parties. For instance, a business that
conducts patent searches for inventors is expected to keep the information about
the invention secret, even if no written nondisclosure agreement is signed, since
the nature of the business is to deal in confidential information.

Related terms: beta-testing and trade secrets; trade secret misappropriation action.

notice to employees of trade secrets
For information to qualify as a trade secret, employers must ensure that it is
treated as confidential. All employees (and anyone else who may come in
contact with the information) must know in no uncertain terms that the informa-
tion is confidential and that they have an obligation not to disclose it.
The best way to give this notice is to require all employees coming in contact
with the secret to sign nondisclosure agreements. However, an express written
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notice to employees regarding the status of the information and their obligation
of confidentiality will also usually provide a basis for judicially protecting the

Def

information in the event of a later threatened or actual disclosure.
Companies often put employees on notice of trade secret status by using:

e signs on walk-in areas where trade secrets are being stored or used
e confidentiality labels on documents
e initial employment interviews in which the business’s trade secrets are
discussed and the need to keep them confidential is stressed, and
* exit interviews where departing employees are cautioned against disclosing
the company’s trade secrets in their new employment.
Related terms: confidential employment relationship; nondisclosure agreements; reasonably pre-
cautionary measures to protect trade secrets.
notice to former employee’s new employer
When an employee with knowledge of his or her employer’s trade secrets takes
a new job with a competing company, the first employer will often send the
new employer a letter. The first employer will emphasize that the former
employee is legally bound not to disclose any trade secrets and that, if he or she
does, any such disclosure may not be used by the new employer. If the new
employer then makes use of the trade secrets, the first employer may obtain
greater damages and other enhanced judicial relief.

Related terms: improper disclosure of trade secrets; trade secret misappropriation action.



o
@
=i
=
=
)
=
w

@ PATENT, COPYRIGHT AND TRADEMARK

novelty and trade secrets
For information to qualify as a trade secret, it must generally not be known or
used in the relevant industry. Strictly speaking, information constituting a trade
secret need not be novel in the sense of “new” or “innovative.” It simply must
provide its owner with a competitive advantage.

EXAMPLE: Robotics World rediscovers a principle of movement first
pioneered by the nineteenth-century European moving doll industry. If this
particular principle has been lost to the modern world, it can qualify as a trade
secret, even though it is in no way novel. As long as the principle of move-
ment provides its owner with a competitive advantage, it is legally identical to
trade secrets that are independently conceived.

Related terms: competitive advantage; parallel research; trade secret, defined.

obligation of confidentiality
See duty of trust.

ownership of trade secret rights
See trade secret owner.

parallel research
Parallel research refers to situations where similar information or ideas are de-
veloped by two or more companies through their independent efforts. Especially
where cutting-edge technologies are involved, many companies are likely to be
engaged in similar research and development activity, which can be expected to
produce trade secrets. This means that the same basic information may be
properly viewed as a trade secret by many different companies.

EXAMPLE: A new cola company inadvertently creates the exact cola formula
used by an existing company. Both the new and old companies are entitled to
protect their formulas as trade secrets, even though the second formula is not
novel.
Related terms: head start rule; independent conception, defense to trade secret claim; unsolicited
idea disclosure.
patent application, effect on trade secrets
To obtain a patent on an invention, the inventor must fully describe the inven-
tion in the patent application. The U.S. Patent and Trademark Office (PTO)
treats patent applications as confidential, making it possible to apply for a patent
and still maintain the underlying information as a trade secret, at least for the
first 18 months of the application period. Unless the applicant files a
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Nonpublication Request at the time of filing and doesn’t file for a patent outside
the U.S., the PTO will publish the application within 18 months of the filing
date. Because a patent application is published by the PTO, all of the secret in-
formation becomes public and the trade secret status of the application is lost.

However, if an applicant files a Nonpublication Request at the time of filing
the application, the information in the patent application will become publicly
available only if and when a patent is granted. If the applicant is not filing
abroad and the patent is rejected, confidentiality is preserved because the PTO
does not publish rejected applications. If the PTO approves the patent applica-
tion, it will be published in the Official Gazette. Inventors are willing to accept
this trade-off—loss of trade secrecy for patent rights—because the patent can be
used to prevent anyone else from exploiting the underlying information.

Publication after 18 months does provide one advantage for a patent appli-
cant. If a patent later issues, the patent owner can later recover damages from
infringers from the date of publication provided that the infringer had notice of
the publication.

Related terms: loss of trade secrets; reverse engineering and trade secrets.

patterns and designs as trade secrets
Patterns and designs may qualify as trade secrets if they create a competitive
advantage and are kept secret. Examples of patterns and designs that have been pro-
tected as trade secrets are advanced design plans for a new minicomputer, designs
for electronic circuitry, and schematic plans for an innovative metal door frame.

Related terms: industrial secret; trade secret, defined.

physical devices, ability to maintain as trade secrets
Physical devices—for example, tools, products, and components—can qualify
as trade secrets if they provide their owner with a competitive advantage and are
kept secret. Such devices can easily be protected when they are used solely in
the trade secret owner’s manufacturing or production process. In addition, if
distribution is limited and the devices are licensed rather than sold, the trade
secret protection may be preserved if the license prohibits reverse engineering.
However, the more the world shrinks and the faster information moves, the
harder it will be to preserve trade secrecy by licensing restrictions.

Once products are widely distributed, trade secret status is usually impossible
to maintain. Anyone may examine these products and figure out how they work
—that is, reverse engineer them. When reverse engineering is accomplished, the
trade secret enters the public domain.
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EXAMPLE: Jason invents, manufactures, and distributes a device that allows
people to use their microcomputers to preprogram their VCRs to reject certain
kinds of ads. He calls it AdOut. Physically, AdOut consists of an integrated
circuit board inside a black box and ports to interface it with a VCR and
computer. Jason has designed the box so that it can be opened to replace the
circuit board if that component fails. If Caryl Curious were to open the box,
examine the board, figure out how AdOut works, and start manufacturing her
own device called AdScreen, Jason would have no grounds for relief against
Caryl under trade secret laws. Why not? Because Caryl lawfully obtained the
necessary information through reverse engineering. If, however, Jason owns
either a patent or copyright on some aspect of the AdOut hardware or soft-
ware that was copied by Caryl, Jason can obtain court relief on those grounds.

Related terms: licensing of trade secrets; reasonably precautionary measures to protect trade
secrets; reverse engineering and trade secrets; trade secret, defined.

piracy
A colloquial term, “piracy” refers to any activity directed toward the improper
acquisition of a trade secret or other forms of intellectual property that belong to
another. The word has no legal significance.
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Related terms: improper acquisition of trade secrets; industrial espionage; criminal prosecution of
trade secrets theft.

predetermination of rights in technical data
Before hiring a business or consulting firm for research and development
projects likely to produce patentable inventions and trade secrets, the govern-
ment routinely requires a contract that contains clauses predetermining who will
own the rights to the patents and secrets in question. Predetermination of rights
provisions are also typically found in agreements between universities and cor-
porations, and corporations and independent contractors.

EXAMPLE: The federal government contracts with a biotech firm to “manufac-
ture” a new life form that will survive on the moon. Because such a project is
likely to result in a number of extremely valuable discoveries, the contract
between the biotech firm and the government should address in advance who
will own intellectual property rights in the new life forms and the discoveries
associated with their development.

Although ownership of intellectual property rights can be a subject for
negotiation, the government will typically demand ownership of all rights in the
main product being developed but will allow the private party to own the rights
to any “side-products,” including information that can qualify as trade secrets.
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Related terms: trade secret owner.

preliminary injunctions in trade secret actions
See injunctions in trade secret cases.

premature disclosure
See loss of trade secrets.

price setting
See illegal restraint of trade.

processes as trade secrets
A “process” consists of a series of steps that lead to a particular result. Any
process may qualify for trade secret status if it is generally not known in the
industry, adds to a business’s competitive advantage, and is maintained as a
trade secret. Among the processes that have been afforded protection as a trade
secret in the past are those involving photographic development, silk screening,
centrifugal processing for blood plasma fractionation, and the manufacture of
chocolate powder and tobacco flavoring. Processes can also be protected under
patent law.

Related terms: know-how; methods and techniques as trade secrets; trade secret, defined.

professional client lists
See customer lists.

protecting a trade secret
See reasonably precautionary measures to protect trade secrets.

protective order
In the event a trade secret is disclosed as part of a lawsuit, the trade secrecy can
be preserved by a protective order. This order prohibits the participants in the
lawsuit from disclosing the secret, and it “seals” the court record pertaining to
the trade secret, making it unavailable as a public document. Protective orders
can be made by order of the court, or the parties may agree (or stipulate) to the
protection of confidential information. Protective orders are authorized under
Section 5 of the Uniform Trade Secrets Act and under Federal Rule of Civil
Procedure 26(c)(7).
Related terms: litigation and trade secrets; injunctions in trade secret cases; temporary restraining
order.

provisional relief in a trade secret action
See injunctions in trade secret cases.
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public domain and trade secrets
Trade secrets are considered to be in the public domain—situations where their
owners have no legal recourse under trade secret law against disclosure and use
by others—when the owner of the trade secret:
e is negligent or impermissibly sloppy in keeping it confidential
e fails to seek relief quickly in court if the trade secret becomes known to others
through wrongful behavior (for instance, in violation of a nondisclosure
agreement or through industrial espionage), or
e loses the rights to court protection of the trade secret by doing something
forbidden under the law (for instance, using the trade secret in violation of
the antitrust laws).

EXAMPLE: Microwave Systems wants to raise some venture capital to fund the
promotion of its new mini satellite dish system, which it plans to sell to
consumers for an affordable price. To accomplish this goal, it prepares a
magazine article describing its revolutionary system, without intending to
disclose its trade secrets. However, Manfred Manufacturer reads this article
and learns enough details to start his own dish business. Microwave would
not be able to claim misappropriation of a trade secret, since its ideas became
a matter of public knowledge through its own disclosure.

Even if the secret becomes public because of someone’s improper actions,
such as the breaking of a nondisclosure agreement or industrial espionage, it
will still be in the public domain if the information becomes well known. In
short, once the trade secret cat is out of the owner’s bag, the trade secret is gone
unless the cat stays very close to home and the owner quickly retrieves it.

EXAMPLE: Using the same mini satellite dish business, suppose that no article
appeared, and Manfred Manufacturer learns of the details of Microwave
System’s dish through the breach of a nondisclosure agreement by one of
Microwave’s employees. If only Manfred and a few of his associates know
about the information, it may still qualify for trade secret status. If, on the other
hand, the employee published the information in a major magazine, the trade
secret is lost, regardless of the initial wrongfulness of the employee’s action.
Of course, Microwave would be able to sue the offending employee for the
loss.

It is possible for information to be in the public domain for the purpose of
trade secret law, but still subject to restrictions under another set of laws. For
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instance, certain trade secrets in a computer program might pass into the public
domain under trade secret law but still be entitled to a patent. If a patent is
obtained, no one can use the invention comprising the former trade secret
without the patent owner’s permission. Similarly, an author may treat his or her
novel as a trade secret while it is being written. Once the novel is published, the
trade secret aspect of the novel falls into the public domain, but the novel itself
will continue to be protected by copyright.

Related terms: loss of trade secrets; trade secret misappropriation action; trade secret owner.

public records and trade secrets
Any information contained in a public record (a document, tape, disk, or other
medium that is open to inspection by the public) cannot qualify as a trade
secret, since by definition it is not confidential. However, because companies
are often required by state and federal governments to file documents that, of
necessity, contain trade secrets, there are usually laws that allow the withholding
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of the precise data that make up the trade secrets, even if the rest of the document
is released for inspection.
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Related terms: Freedom of Information Act, exemption of trade secrets; litigation and disclosure of
trade secrets; protective order.

read-only memories (ROMs) and trade secrets
Internal operating instructions and other programs that are a physical part of the
computer (for instance, read-only memories or ROMs) do not usually qualify for
protection as a trade secret once the computer is marketed. This is because it is
usually possible to figure out the design and logic of the ROM through reverse
engineering, and any trade secrets that can become known in this manner are
considered to be in the public domain.
Related terms: public domain and trade secrets; reverse engineering and trade secrets; software and
trade secrets.

reasonably precautionary measures to protect trade secrets
Information will only qualify as a trade secret if its owner takes appropriate
measures to keep it secret. What constitutes reasonably precautionary measures
depends on the type of secret and the industry involved. This issue usually arises
when a trade secret action is filed and the defendant claims that the information
should not be considered as a trade secret because appropriate precautionary
measures were not taken. If a court determines that the business claiming misap-
propriation has in fact taken appropriate measures to maintain the confidential-
ity of the information, it will be protected. If not, judicial relief will be denied
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and the information will no longer be considered a trade secret. Clearly, a cer-
tain amount of judicial discretion is involved in these decisions.
Measures typically considered to be reasonable precautions include:
* requiring employees to sign nondisclosure agreements
e requiring all outside persons with whom the information is shared to sign
nondisclosure agreements
e restricting physical access to areas where trade secrets are located
¢ consistently enforcing specific rules formulated by the company regarding
confidentiality of the information and physical access to it
e using encryption or other code-like devices to make sure that trade secret infor-
mation cannot easily be understood, even if read by an unauthorized person
e giving notice to all persons coming in contact with the information that it is
considered a trade secret
e posting warnings on the wall of areas where trade secrets are kept or used
reminding employees about company rules regarding trade secrets
* conducting exit interviews with employees, specifically warning them
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against improper disclosure of trade secrets

¢ adequately protecting against unauthorized intrusion into computer data-
bases that contain trade secrets

e shredding sensitive documents prior to disposing of them, and

e if the scope of the operation and the value of the secrets warrants it, taking
such physical security measures as posting guards, maintaining tight
control over keys (including keys to the photocopy machine), and requiring
visitors to wear badges.

Not all of these measures are necessary in every context, although the more of
them that are employed, the better position the company will be in to claim that
reasonable precautionary measures to protect the trade secrets have been taken.
Just what measures are considered to be reasonably precautionary in a given
case will depend on the size of the company, the value of the trade secrets, and
the nature of the technology involved.

Related terms: notice to employees of trade secrets; trade secret misappropriation action.

retail customer lists
See customer lists.

reverse engineering and trade secrets
The act of examining a product or device and figuring out the ideas and meth-
ods involved in its creation and structure is referred to as reverse engineering.
Normally we think of engineering as the intellectual means by which something
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is built or an idea is transformed into practice. In this context, “reverse
engineering” consists of taking apart and reducing a product or device into its
constituent parts and concepts.

The idea of reverse engineering is of crucial importance to trade secret law.
This is because of the rule that any information learned about an item through
the process of legitimate reverse engineering is considered to be in the public
domain for trade secret purposes and therefore no longer protectable as a trade
secret. However, the fact that a particular invention or technology can be
figured out through reverse engineering has no effect on whether it is entitled to
protection under the patent laws.

EXAMPLE: lvan creates a machine capable of producing holographic games
(games consisting of pictures projected onto three-dimensional space so that
the images and characters appear realistic). lvan treats the details of pro-
duction as a trade secret. Once the machine is marketed, however, it will
probably be possible to figure out through reverse engineering how it is
constructed. If this is done, the machine can be freely manufactured and sold
by the party doing the reverse engineering without Ivan being entitled to any
court relief on trade secret grounds. However, lvan would be entitled to
protection under the patent laws if he has sought and obtained a patent on his
invention.
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There are two caveats when performing reverse engineering:

e The reverse engineering should only be performed on an authorized copy
of the work—for example, it is not permissible to reverse engineer illegally
copied software code.

e Some companies prohibit reverse engineering through the use of end-user
license agreements (also known as EULAs). EULAs are created when the
customer either buys the product or first uses it. As a condition of use, the
agreement may prohibit reverse engineering. A customer that violates this
provision may be enjoined from further use and forced to pay damages.
(Bowers v. Baystate Technologies, Inc. 2003 U.S. App. LEXIS 1423 (Fed.
Cir. 2003).)

Related terms: physical devices, ability to maintain as trade secrets; source code as trade secret.
See also Part 2 (Copyright Law): end-user licenses.

sale of business, covenant not to compete

See covenant not to compete by owners of a sold business.

screening incoming information for unsolicited disclosures
See unsolicited idea disclosure.
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software and trade secrets
An innovative computer program will often qualify for trade secret status at least
during its development and testing stage. From a program’s first conception,
information and ideas about it often give an owner a competitive edge as long
as they are kept secret. Once a program is fixed in a tangible medium of
expression (that is, put down on tape, disk, or paper in tangible form), it may still
remain a trade secret. In addition, its expression (not the ideas behind that
expression) is also protected under the copyright laws.

When a program is distributed, dual copyright and trade secret protections
can continue if certain precautions are taken. For instance, if all “purchasers” of
the program are required to sign a license forbidding disclosure of trade secrets,
both trade secret and copyright protection may be available for distributed
copies (the more limited the distribution is, the more likely the trade secret
protection will exist). Or, if the owner of the program only distributes object
code (usually the case except for programs written in BASIC) and keeps the
source code locked in a secure place, it is similarly possible to maintain both
trade secret and copyright protection for the program.

If the software owner registers the program with the U.S. Copyright Office, a
printout of portions of the object code—or portions of the source code with
critical parts blacked out—can be deposited as part of the registration. This will
permit the trade secret to be maintained along with the registered copyright.

EXAMPLE: Harry Hildebrand conceives of a utility that will analyze a computer
user’s daily use of the computer and produce a report showing which programs
were used, for how long, and the overall pattern of usage. Because such a
utility would have commercial value, the basic ideas behind it will qualify as a
trade secret as long as Harry treats them that way. Suppose that Harry decides
to press ahead with his idea. All the information produced by the develop-
ment process, including the first flow charts, the written code (the source
code), and the instructions to the computer produced by the compiler (the ob-
ject code), separately and together, can properly qualify as trade secrets if they
are treated as such.

Once the program is “up and running” on the computer, Harry has others
test the program to see if it actually works and whether programming “bugs”
need to be corrected. Because Harry still considers the program to be a trade
secret, he has the testers sign nondisclosure agreements in which they agree to
keep the program confidential and preserve its trade secret status. In addition,
because the program is now fixed in tangible form, it is protected under copy-
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right law without losing trade secret status. When Harry registers the program
with the U.S. Copyright Office, he deposits the object code.

Related terms: beta-testing and trade secrets; copyright and trade secret law compatibility; reverse
engineering and trade secrets; source code as trade secret.
source code as trade secret

The specific instructions written by a programmer to tell a computer what to do
are referred to as the source code. The language used to write the source code
cannot usually be read directly by the computer and must be translated by a
compiler into language the computer can understand, which is called object
code.

When software is sold to the public, it is in object code form—that is, it is
already compiled. Because object code is mostly a series of ones and zeros, it

cannot readily be figured out through reverse engineering (called “decompiling”
in this instance). The source code, on the other hand, can be figured out, and
any trade secrets that the software owner wishes to maintain in the code can be
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easily obtained. For that reason, source code is usually kept secret, locked in the
owner’s vault.

Related terms: reverse engineering and trade secrets.

specific performance of covenant not to compete
If a former employee or owner of a business threatens to violate a contract
(covenant) not to compete with the business, a court may order the owner or
employee to comply with the agreement. Whether a court will issue this type of
order depends on a number of “fairness” or equity factors, such as:

e the length of time competition is prohibited

e in the case of employees, the effect of the agreement on the employee’s

ability to make a living, and
e whether the court concludes that the original covenant not to compete
agreement was unnecessarily broad.

Generally, noncompetition agreements that are limited in terms of time and
scope have a better chance of being enforced than those that are open-ended.
And a few states, including Colorado, California, Florida, and Oregon, severely
restrict the ability of an employer to enforce a noncompetition agreement
against a former employee.

Related terms: covenant not to compete by employee; covenant not to compete by owners of a
sold business; injunctions in trade secret cases.
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temporary restraining order
A court order that can be immediately obtained by a plaintiff in an intellectual
property lawsuit with little or no advance notice to the defendant is a temporary
restraining order (TRO). TROs place events in a holding pattern (“maintain the
status quo”) until the court can more fully determine what kind of protection is
required, if any. Typically, TROs only last for a few days or, at most, two to
three weeks. While the TRO s still in effect, a court will hear the argument of all
sides to the dispute and more thoroughly consider the underlying issues.

Related terms: injunctions in trade secret cases; trade secret misappropriation action.

tools as trade secrets
See physical devices, ability to maintain as trade secrets.

trade secret, defined
In most states, a trade secret may consist of any formula, pattern, physical
device, idea, process, compilation of information, or other information that
both:
e provides a business with a competitive advantage, and
e is treated in a way that can reasonably be expected to prevent the public or
competitors from learning about it, absent improper acquisition or theft.
When deciding whether information qualifies as a trade secret under this
definition, courts will typically consider the following factors:
e the extent to which the information is known outside of the particular
business entity
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e the extent to which the information is known by employees and others
involved in the business

e the extent to which measures have been taken to guard the secrecy of the
information

¢ the value of the information to the business, and

e the difficulty with which the information could be properly acquired or
independently duplicated by others.

There is no crisp definition of what constitutes a trade secret. A trade secret is
created and defined solely by reference to how certain information is handled,
and to the value inherent in keeping it secret. Even if an item or piece of infor-
mation otherwise qualifies as a trade secret, its moment-to-moment status will
depend on how it is treated by its owners.

Related terms: ideas as trade secrets; reasonably precautionary measures to protect trade secrets;
software and trade secrets; trade secret misappropriation action.
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trade secret misappropriation action
The owner of a trade secret may bring a lawsuit, known as a trade secret misap-
propriation action, for the purpose of:

¢ preventing another person or business from using the trade secret without

proper authorization, and

e collecting money damages for economic injury suffered as a result of the

improper acquisition and use of the trade secret.

All persons and businesses responsible for the improper acquisition, and all
those who have benefited from such acquisition, are typically named as defen-
dants in misappropriation actions.

Among the most common situations that give rise to infringement actions are:

e Trade secrets are stolen through industrial espionage.
¢ An employee having knowledge of a trade secret changes jobs and dis-

closes the secret to a new employer in violation of an express or implied
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nondisclosure agreement with the first employer.

e Trade secrets are improperly disclosed in violation of a nondisclosure
agreement.

To prevail in a misappropriation suit, the plaintiff (person bringing the suit)
must be able to show that the information alleged to be a trade secret provides
the plaintiff with a competitive advantage and has been continually treated by
the plaintiff as a trade secret. In addition, the plaintiff must show that the defen-
dant either improperly acquired the information (if accused of making commer-
cial use of the secret) or improperly disclosed it (if accused of leaking the

Def

information).

The defendants in trade secret misappropriation cases commonly attempt to
defend against the plaintiff's case by proving that:

e the information claimed to be a trade secret was known throughout the

particular industry, and thus not a secret that should be subject to protection

e the information was lawfully disclosed by a person having knowledge of it

e the information was lawfully acquired through reverse engineering

e the information was the result of an independent conception, or

e the trade secret was being used by its owner in violation of the antitrust

laws.

If the plaintiff can establish that a trade secret was, in fact, improperly used,
disclosed, or acquired by a defendant, the court can enjoin (stop) its further
commercial use. Sometimes such injunctions are permanent—that is, they are
final court orders in the case. More commonly, courts will employ the head start
rule. This operates to give the rightful owner of the trade secret a “head start” in
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commercially exploiting it, by prohibiting its use by the competitor for such
period of time as the court decides it would have taken the competitor to
independently develop the information.

Because lawsuits tend to drag on for years, courts are authorized to issue pre-
liminary injunctions prohibiting the competitor from using the secret in question
pending a final determination in the case. These preliminary orders are often
viewed by the parties as harbingers of how the case will finally turn out and,
accordingly, form the basis of a settlement (which precludes a full scale trial).

In addition to injunctive relief (both provisional and final), a court may award
damages suffered by the original trade secret owner. These can consist of lost
profits resulting from sales by the trade secret thief, profits realized from the
wrongfully acquired trade secret, and, occasionally, punitive or treble damages,
depending on the state where the action is being tried.

Related terms: damages in trade secret misappropriation actions; independent conception, defense

to trade secret claim; injunctions in trade secret cases; litigation and disclosure of trade secrets;
reasonably precautionary measures to protect trade secrets; reverse engineering and trade secrets.
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trade secret owner
The owner of a trade secret has a right to seek relief in court in the event some-
one else improperly acquires or improperly discloses the trade secret. The trade
secret owner is also entitled to grant others a license to utilize the secret, or

even to sell it outright.
Ownership of a trade secret is usually determined by the circumstances of its
creation. In general, these ownership rules apply:

e Trade secrets that arise from research and development activities con-
ducted by manufacturing concerns belong to the company sponsoring the
research and development.

e Retail customer lists belong to the business or individual who compiled the
list.

¢ Trade secrets developed by an employee in the course of his or her
employment belong to the employer.

e Trade secrets developed by an employee on his or her own time, and with
personal equipment, usually belong to the employee.

EXAMPLE: A chef develops a special recipe and baking process for cheese-
cake during her off-work hours, and in her own kitchen. Even though she
bakes the cheesecake for a restaurant, she would probably be entitled to
preserve the recipe and process as her own trade secret. If, on the other hand,
the recipe and process were developed at work with the restaurant facilities,
the restaurant would own the trade secret.
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Related terms: business information as trade secret; licensing of trade secrets.

trade secrets and antitrust laws
See antitrust law and trade secrets.

Uniform Trade Secrets Act (UTSA)
This model legislation was prepared for the ultimate purpose of creating the
same trade secret laws in all 50 states. At present, 43 states and the District of
Columbia have adopted it. Overall, the provisions of the Uniform Trade Secret
Protection Act are consistent with the general principles of trade secret law
adopted by the courts under the common law (law established by court case de-
cisions). (A copy of the Uniform Trade Secrets Act is set out in full in the Statutes
section that follows.)

unique ideas as trade secrets
See ideas as trade secrets.

unjust enrichment and trade secrets
Some courts deciding cases involving the improper acquisition of a trade secret
have ordered the guilty party to pay the trade secret owner all profits earned
from the trade secret in question. The legal theory underlying this type of relief is
that the wrongful possessor has been unjustly enriched by profiting from these
trade secrets.

The unjust enrichment approach has also been used as a theoretical basis for
providing judicial protection to trade secrets. Courts have long been willing to
entertain disputes where one party was being unjustly enriched at the expense
of another, so the improper acquisition of a trade secret is by nature the type of
unjust enrichment that deserves judicial relief.

Related terms: damages in trade secret misappropriation actions; trade secret misappropriation action.

unsolicited idea disclosure
Although many people have creative brainstorms, they usually must share their
ideas with others to enlist their help in commercially developing or promoting
the idea. This process frequently involves approaching a well-known company
to see if it is interested in the unsolicited idea.

Although a company may benefit from ideas generated by outside parties, it
often will decline to be informed about such ideas. This is because the company
may already be working on a similar idea and wants to avoid later accusations
of ripping off the outside party.

Companies tend to be particularly reluctant to consider ideas presented by
outsiders when asked to sign a nondisclosure agreement, which treats the idea
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as a trade secret belonging to the outsider. In that situation, if the company
rejects the idea but later markets a product or service that appears to incorporate
the idea, the company may be vulnerable to charges of trade secret theft and
forced into an expensive lawsuit.

Probably the best way to get past a company’s mechanisms for insulating itself
from outside ideas is to trust the company. Very few companies are interested in
ripping off creative people; most can be counted on to play straight. On the other
hand, if trust does not seem an appropriate approach for one reason or another,
companies are usually willing to examine an invention if either a regular patent
application or a Provisional Patent Application has been filed on it (in either
case, the invention is said to have “patent pending” status).

Related entries: evaluation agreement; ideas as trade secrets; idea submission; independent con-
ception, defense to trade secret claim; trade secret misappropriation action, waiver agreement for

unsolicited idea disclosure.
See also Part 3 (Patent Law): Provisional Patent Application (PPA).

waiver agreement for unsolicited idea disclosure
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Companies routinely require anyone presenting an unsolicited idea to sign a
waiver agreement giving up the right to sue for trade secret infringement. If the
“idea person” does not want to sign the agreement, the company will not exam-

ine the secret. Many companies go to great lengths to make sure ideas don’t get
past the front door absent the signing of such a waiver.
Related terms: evaluation agreement; unsolicited idea disclosure; ideas as trade secrets; idea sub-
mission
World Intellectual Property Organization (WIPO)

This organization was formed to facilitate international agreements regulating
intellectual property. WIPO is a policy-making body only, with no delegated
authority to make binding decisions or impose sanctions. WIPO’s membership
consists of representatives from countries, and groups of countries, including:

e most European countries

e countries that are members of the United Nations body UNESCO

* Japan, and

e the United States.

Related terms: General Agreement on Tariffs and Trade (GATT).
wrongfully disclosing trade secrets

See improper disclosure of trade secrets.

wrongfully obtaining trade secrets
See improper acquisition of trade secrets.
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Trade Secret Law

UNIFORM TRADE SECRETS ACT. This uniform act has been adopted—with minor
variations—by 43 states and the District of Columbia. A list of states that have
adopted the UTSA is provided below. Following are relevant portions of the Act.

§ 1. Definitions
As used in this Act, unless the context requires otherwise:

(1) “Improper means” includes theft, bribery, misrepresentation, breach or inducement of a
breach of a duty to maintain secrecy, or espionage through electronic or other means;

(2) “Misappropriation” means:

(i) acquisition of a trade secret of another by a person who knows or has reason to
know that the trade secret was acquired by improper means; or
(i) disclosure or use of a trade secret of another without express or implied consent by
a person who
(A) used improper means to acquire knowledge of the trade secret; or
(B) at the time of disclosure or use, knew or had reason to know that his knowledge
of the trade secret was
(I) derived from or through a person who had utilized improper means to
acquire it;
(1) acquired under circumstances giving rise to a duty to maintain its secrecy
or limit its use; or
(I derived from or through a person who owed a duty to the person seeking
relief to maintain its secrecy or limit its use; or
(C) before a material change of his position, knew or had reason to know that it was
a trade secret and that knowledge of it had been acquired by accident or mis-
take.

(3) “Person” means a natural person, corporation, business trust, estate, trust, partnership,
association, joint venture, government, governmental subdivision or agency, or any other
legal or commercial entity.

(4) “Trade secret” means information, including a formula, pattern, compilation, program,
device, method, technique, or process, that:
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§2.

§ 3.

§ 4.

§5.

§e6.

§7.

§8.

(i) derives independent economic value, actual or potential, from not being generally
known to, and not being readily ascertainable by proper means by, other persons
who can obtain economic value from its disclosure or use, and

(i) is the subject of efforts that are reasonable under the circumstances to maintain its
secrecy.

Injunctive Relief

(@) Actual or threatened misappropriation may be enjoined. Upon application to the court,
an injunction shall be terminated when the trade secret has ceased to exist, but the in-
junction may be continued for an additional reasonable period of time in order to elimi-
nate commercial advantage that otherwise would be derived from the misappropriation.

(b) If the court determines that it would be unreasonable to prohibit future use, an injunction
may condition future use upon payment of a reasonable royalty for no longer than the
period of time the use could have been prohibited.

(c) In appropriate circumstances, affirmative acts to protect a trade secret may be compelled
by court order.

Damages
(a) In addition to or in lieu of injunctive relief, a complainant may recover damages for the
actual loss caused by misappropriation. A complainant also may recover for the unjust
enrichment caused by misappropriation that is not taken into account in computing
damages for actual loss.
(b) If willful and malicious misappropriation exists, the court may award exemplary damages
in an amount not exceeding twice any award made under subsection (a).

Attorney’s Fees

If (i) a claim of misappropriation is made in bad faith, (ii) a motion to terminate an injunction is
made or resisted in bad faith, or (iii) willful and malicious misappropriation exists, the court
may award reasonable attorney’s fees to the prevailing party.

Preservation of Secrecy

In an action under this Act, a court shall preserve the secrecy of an alleged trade secret by
reasonable means, which may include granting protective orders in connection with discovery
proceedings, holding in camera hearings, sealing the records of the action, and ordering any
person involved in the litigation not to disclose an alleged trade secret without prior court
approval.

Statute of Limitations

An action for misappropriation must be brought within 3 years after the misappropriation is
discovered or by the exercise of reasonable diligence should have been discovered. For the
purposes of this section, a continuing misappropriation constitutes a single claim.

Effect on Other Law
(a) This Act displaces conflicting tort, restitutionary, and other law of this State pertaining to
civil liability for misappropriation of a trade secret.
(b) This Act does not affect:
(1) contractual or other civil liability or relief that is not based upon misappropriation of
a trade secret; or
(2) criminal liability for misappropriation of a trade secret.

Uniformity of Application and Construction
This Act shall be applied and construed to effectuate its general purpose to make uniform the
law with respect to the subject of this Act among states enacting it.
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§ 9. Short Title
This Act may be cited as the Uniform Trade Secrets Act.

§ 10. Severability
If any provision of this Act or its application to any person or circumstances is held invalid, the
invalidity does not affect other provisions or applications of the Act which can be given effect

without the invalid provision or application, and to this end the provisions of this Act are sever-
able.

§ 11. Time of Taking Effect
This Act takes effect on, and does not apply to misappropriation occurring prior to the effective

date.

§ 12. Repeal
The following Acts and parts of Acts are repealed:
(M
2)
3)

States That Have Adopted the UTSA

Alabama Ala. Code. §§ 8-27-1 et seq.

Alaska Alaska Stat. §§ 45.50.910 et seq.

Arizona Arizona R.S. § 44-401 et seq.

Arkansas Ark. Stat. Ann. §§ 4-75-601 et seq.

California Cal. Civ. Code §§ 3426 et seq.

Colorado Col. Rev. Stat § 7-74-101

Connecticut Conn. Genl. Stat. §§ 35-50 et seq.

Delaware Del. Code Ann. Title 6 §§ 2001 et seq.

District of Columbia  D.C. Code Ann. §§ 48-501 et seq.

Florida Fla. Stat Ann. §§ 688.001 et seq.

Georgia Ga. C.A. §§ 10-1-760 et seq.

Hawaii Haw. Rev. Stat. §§ 482B-1 et seq.

Idaho Idaho Code §§ 48-801 et seq.

Illinois Ill. Ann. Stat. ch. 140 §§ 351-59

Indiana Ind. Code. Ann. § 24-3-1

lowa 1990 90 Acts, ch 1201 §§ 550.1 et. seq.

Kansas Kan. Stat. Ann. §§ 60-3320 et seq. 17,)
Kentucky Ky. R.S. §§ 365.880 et seq. ..9
Louisiana La. Rev. Stat. Ann. §§ 51:1431 et seq. B
Maine M.R.S.A. Title 10 §§ 1541 et seq. g

Maryland Md. Com. L. Code §§ 11-1201 et seq.
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Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Mexico
North Carolina
North Dakota
Ohio
Oklahoma
Oregon

Rhode Island
South Carolina
South Dakota
Utah

Vermont
Virginia
Washington
West Virginia

Wisconsin

M.C.L.A. §§ 445.1901 to 445.1910
Minn. Stat Ann. §§ 325C.01 et seq.
M.C.A. §§ 75-26-1 et seq.

Mo. Stat. §§ 417.450 to 417.467
Mont. Code Ann. §§ 30-14-401 et seq.
Neb. Rev. Stat. §§ 87-501 et seq.

Nev. Rev. Stat. §§ 600A.010 et seq.
N.H. R.S.A. §§ 350-B:1 et seq.

N.M. Stat. Ann. §§ 57-3A-1 et seq.
N.C. Gen. Stat. §§ 66-152 et seq.
N.D. Cent. Code §§ 47-25.1-01 et seq.
R.C. §§ 1333.61 et seq.

OKkl. Genl. Laws §§ 6-41-1

Or. Rev. Stat. §§ 646.461 et seq.

R.I. Gen. Laws §§ 6-41-1 et seq.

S.C. C.A. § 39-8-1 et seq.

S.D. Cod. Laws §§ 37-29-1 et seq.
Utah Code Ann. §§ 13-24-1 et seq.
Ch. 143 §§ 4601 et. seq.

Va. Code. Ann. §§ 59.1-336 et seq.
Wash. Rev. Code. Ann. §§ 19.108.010 et seq.
W. VA. Code. §§ 47-22-1 et seq.

Wis. Stat. Ann. § 134.90

THE ECONOMIC ESPIONAGE ACT OF 1996

§ 1. Short Title
This Act may be cited as the “Economic Espionage Act of 1996.”

Title 1. Protection of Trade Secrets
§ 101. Protection of Trade Secrets

§ 1831. Economic espionage
(@) In General - Whoever, intending or knowing that the offense will benefit any foreign gov-
ernment, foreign instrumentality, or foreign agent, knowingly

(1) steals, or without authorization appropriates, takes, carries away, or conceals, or by
fraud, artifice, or deception obtains a trade secret;

(2) without authorization copies, duplicates, sketches, draws, photographs, downloads,
uploads, alters, destroys, photocopies, replicates, transmits, delivers, sends, mails,
communicates, or conveys a trade secret,
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(3) receives, buys, or possesses a trade secret, knowing the same to have been stolen or
appropriated, obtained, or converted without authorization,

(4) attempts to commit any offense described in any of paragraphs (1) through (3), or

(5) conspires with one or more other persons to commit any offense described in any of
paragraphs (1) through (3), and one or more of such persons do any act to effect the
object of the conspiracy, shall, except as provided in subsection (b), be fined not
more than $500,000 or imprisoned not more than 15 years, or both.

(b) Organizations - Any organization that commits any offense described in subsection (a)
shall be fined not more than $10,000,000.

§ 1832. Theft of trade secrets
(@) Whoever, with intent to convert a trade secret, that is related to or included in a product
that is produced for or placed in interstate or foreign commerce, to the economic benefit
of anyone other than the owner thereof, and intending or knowing that the offense will
injure any owner of that trade secret, knowingly:
(1) steals, or without authorization appropriates, takes, carries away, or conceals, or by
fraud, artifice, or deception obtains such information;

(2) without authorization copies, duplicates, sketches, draws, photographs, downloads,
uploads, alters, destroys, photocopies, replicates, transmits, delivers, sends, mails,
communicates, or conveys such information;

(3) receives, buys, or possesses such information, knowing the same to have been
stolen or appropriated, obtained, or converted without authorization;

(4) attempts to commit any offense described in paragraphs (1) through (3); or

a

conspires with one or more other persons to commit any offense described in

paragraphs (1) through (3), and one or more of such persons do any act to effect the

object of the conspiracy, shall, except as provided in subsection (b), be fined under

this title or imprisoned not more than 10 years, or both.

(b) Any organization that commits any offense described in subsection (a) shall be fined not
more than $5,000,000.

§ 1833. Exceptions to prohibitions
This chapter does not prohibit:
(1) any otherwise lawful activity conducted by a governmental entity of the United States, a
State, or a political subdivision of a State; or
(2) the reporting of a suspected violation of law to any governmental entity of the United
States, a State, or a political subdivision of a State, if such entity has lawful authority with
respect to that violation.

§ 1834. Criminal forfeiture
(@) The court, in imposing sentence on a person for a violation of this chapter, shall order, in
addition to any other sentence imposed, that the person forfeit to the United States -
(1) any property constituting or derived from, any proceeds the person obtained,
directly or indirectly, as the result of such violation; and
(2) any of the person’s or organization’s property used, or intended to be used, in any
manner or part, to commit or facilitate the commission of such violation, if the court
in its discretion so determines, taking into consideration the nature, scope, and
proportionality of the use of the property in the offense.
(b) Property subject to forfeiture under this section, any seizure and disposition thereof, and
any administrative or judicial proceeding in relation thereto, shall be governed by section
413 of the Comprehensive Drug Abuse Prevention and Control Act of 1970 (21 U.S. C. 8
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5 3), except for subsections (d) and (0) of such section, which shall not apply to forfei-
tures under this section.

§ 1835. Orders to preserve confidentiality
In any prosecution or other proceeding under this chapter, the court shall enter such orders and
take such other action as may be necessary and appropriate to preserve the confidentiality of
trade secrets, consistent with the requirements of the Federal Rules of Criminal and Civil Proce-
dure, the Federal Rules of Evidence, and all other applicable laws. An interlocutory appeal by
the United States shall lie from a decision or order of a district court authorizing or directing the
disclosure of any trade secret.

§ 1836. Civil proceedings to enjoin violations
(a) The Attorney General may, in a civil action, obtain appropriate injunctive relief against
any violation of this section.
(b) The district courts of the United States shall have exclusive original jurisdiction of civil
actions under this subsection.

§ 1837. Applicability to conduct outside the United States
This chapter also applies to conduct occurring outside the United States if:
(1) the offender is a natural person who is a citizen or permanent resident alien of the United
States, or an organization organized under the laws of the United States or a State or
political subdivision thereof, or
(2) an act in furtherance of the offense was committed in the United States.

§ 1838. Construction with other laws
This chapter shall not be construed to preempt or displace any other remedies, whether civil or
criminal, provided by United States Federal, State, commonwealth, possession, or territory law
for the misappropriation of a trade secret, or to affect the otherwise lawful disclosure of infor-
mation by any Government employees under section 552 of title 5 (commonly know as the
Freedom of Information Act).

§ 1839. Definitions
As used in this chapter
(1) the term ‘foreign instrumentality’ means any agency, bureau, ministry, component,
institution, association, or any legal, commercial, or business organization, corporation,
firm, or entity that is substantially owned, controlled, sponsored, commanded, managed,
or dominated by a foreign government:

B

the term ‘foreign agent’ means any officer, employee, proxy, servant, delegate, or repre-
sentative of a foreign government:
the term ‘trade secret’ means all forms and types of financial, business, scientific, techni-
cal, economic, or engineering information, including patterns, plans, compilations, pro-
gram devices, formulas, designs, prototypes, methods, techniques, processes, procedures,
programs, or codes, whether tangible or intangible, and whether or how stored,
compiled, or memorialized physically, electronically, graphically, photographically, in
writing if

(A) the owner thereof has taken reasonable measures to keep such information secret;

and

@

(B) the information derives independent economic value, actual or potential, from not
being general known to, and not being readily ascertainable through proper means
by the public, and

(4) the term ‘owner’, with respect to a trade secret, means the person or entity in whom or in
which rightful legal or equitable title to or license in, the trade secret is reposed.
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P robably the best known of intellectual property categories, copyright
automatically applies to all types of original expression, including art, sculp-
ture, literature, music, songs, choreography, crafts, poetry, flow charts, software,
photography, movies, CD-ROMs, video games, videos, websites, and graphic
designs. The automatic protection can be enhanced by registering the work with
the U.S. Copyright Office for a nominal fee.

Copyright lasts for many years. Most often it lasts for the life of the work’s
creator (its author) plus 70 years. In cases where the creator is a business, the
copyright lasts between 95 and 120 years. Although copyright protection is long-
lived, it only applies to the literal expression, not to the ideas and concepts under-
lying that expression.

Most nations of the world offer copyright protection to works by U.S. citizens
and nationals, and the U.S. offers its copyright protection to the citizens and
nationals of these same nations.

1. What is a copyright?

A copyright gives the owner of a creative work the right to keep others from using
the work without the owner’s permission. The key to understanding copyright law
is to understand the difference between an idea and the expression of the idea.
Copyright applies only to a particular expression, not to the ideas or facts under-
lying the expression. For instance, copyright may protect a particular song, novel,
or computer game about a romance in space, but it cannot protect the underlying
idea of having a love affair among the stars.

More specifically, a creative work (often referred to as a “work of authorship”)
must meet all of these three criteria to be protected by copyright:

e It must be original. In other words, the author must have created rather
than copied it.

e It must be fixed in a tangible (concrete) medium of expression. For
example, it might be expressed on paper, audio or video tape, computer
disk, clay, or canvas.

e It must have at least some creativity—that is, it must be produced by an
exercise of human intellect. There is no hard and fast rule as to how much
creativity is enough. To give an example, it must go beyond the creativity
found in the telephone white pages, which involve a nondiscretionary
alphabetic listing of telephone numbers rather than a creative selection of
listings.
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2. How is a copyright created?

A creative work is protected by copyright the moment the work assumes a tangible
form—which in copyright circles is referred to as “fixed in a tangible medium of
expression.” Contrary to popular belief, providing a copyright notice and/or regis-
tering the work with the U.S. Copyright Office are not necessary to obtain basic
copyright protection. But there are some steps that can be taken to enhance the
creator’s chances for success if he or she turns to the courts to enforce a copyright:

* Place a copyright notice on a published work. The copyright notice, or
“copyright bug” as it is sometimes called, commonly appears in this form:
“© (year of publication) (author or other basic copyright owner).” By
placing this notice on a work that is published (distributed to the public
without restriction), the author prevents others from copying the work with-
out permission and claiming that they did not know that the work was
covered by copyright. This can be important if the author is forced to file a
lawsuit to enforce the copyright, since it is much easier to recover signifi-
cant money damages from a deliberate (as opposed to innocent) copyright
infringer.

e Register works with the U.S. Copyright Office. Timely registration of the
copyright with the U.S. Copyright Office—that is, registration within three
months of the work’s publication date, or before the infringement actually
begins—makes it much easier to sue and recover from an infringer. Specifi-
cally, timely registration creates a legal presumption that the copyright is
valid and allows the copyright owner to recover up to $150,000 (and pos-
sibly attorney fees) without proving any actual monetary harm. Registration
is accomplished by filing a simple form and depositing one or two samples
of the work (depending on what it is) with the U.S. Copyright Office. The
U.S. Copyright Office registration currently costs $30 for each work.
(Sample registration forms are provided later in this part.)

3. Who owns a copyright?

With three important exceptions, copyrights are owned by the writers, poets,
musicians, choreographers, composers, artists, software designers, sculptors,
photographers, movie producers, craftspersons, and other persons who create
them. In the copyright world, these people are all called “authors.”
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Now for the exceptions:

e If a work is created by an employee in the course of his or her employment,
the work is called a “work made for hire” and the copyright is owned by
the employer.

e |f the work is commissioned (created by an author working as an indepen-
dent contractor) and the parties sign a written work made for hire agree-
ment, the copyright will be owned by the commissioning party as long as
the work falls within one of the statutory categories of commissioned works
that can qualify as works made for hire.

e |f the author sells the copyright to someone else, the purchasing person or
business owns the copyright.

4. Can copyrights be divided or transferred?

A copyright actually is a bundle of separate exclusive subrights, including the
exclusive right to:

¢ reproduce the work

e display or perform the work

e distribute the work, and

e prepare adaptations of the work (derivative works).

When a copyright owner wishes to commercially exploit the work covered by
the copyright, the owner typically transfers one or more of these rights to the
publisher or other entity who will be responsible for getting the work to market. It
is also common for the copyright owner to place some limitations on the exclusive
rights being transferred. For example, the owner may limit the transfer to a specific
period of time, allow the right to be exercised only in a specific part of the country
or world, or require that the right be exercised only on certain computer platforms
(those with UNIX operating systems, for example).

When all copyright rights are transferred unconditionally, it is generally termed
an “assignment.” When only some of the rights associated with the copyright are
transferred, it is known as a “license.” An exclusive license exists when the right
being licensed can only be exercised by the licensee, and no one else. If the
license allows others to exercise the same rights being transferred in the license,
the license is said to be nonexclusive.

The U.S. Copyright Office allows buyers of exclusive and nonexclusive copy-
right rights to record the transfers in the U.S. Copyright Office. This helps to
protect the buyers in case the original copyright owner later decides to transfer the
same rights to another party.
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5. How long does copyright protection last?

As a result of the Copyright Term Extension Act of 1998, most copyrights for works
published after January 1, 1978 last for the life of the author plus 70 years. How-
ever, in the following circumstances, the copyright lasts between 95 and 120
years, depending on the date the work is published:

e the work belongs to the author’s employer under the work made for hire
law

e the work was commissioned under a work made for hire agreement (and
fits within one of the categories of works that qualify for work made for hire
treatment), or

e the author publishes and registers the work anonymously or under a pseud-
onym.

After a copyright expires, the work goes into the public domain, meaning it
becomes available for anyone’s use.
For works created before 1978, the duration times are different:

e If the work was published before 1923, it is in the public domain (available
for use without permission).

e If the work was published between 1923 and 1963 and not renewed (see
duration of copyright), it is in the public domain.

e If the work was published between 1923 and 1963 and it was renewed, the
copyright lasts 95 years from the date of first publication.

e |f the work was published between 1964 and 1977, the copyright lasts for
95 years from the date of publication.

e if the work was created before 1978 and published before December 31,
2002, the copyright lasts at least until December 31, 2047; if created be-
fore 1978 and not published before December 31, 2002, the copyright has
expired and the work is in the public domain in the United States.

6. What happens if a copyright is infringed?

In the event someone infringes (violates) the exclusive rights of a copyright owner,
the owner is entitled to file a lawsuit in federal court asking the court to:
e issue orders (restraining orders and injunctions) to prevent further violations
e award money damages if appropriate, and
e in some circumstances, award attorney fees.
Whether the lawsuit will be effective and whether damages will be awarded de-
pends on whether the alleged infringer can raise one or more legal defenses to the
charge. Common legal defenses to copyright infringement are:
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e Too much time has elapsed between the infringing act and the lawsuit (the
statute of limitations defense).

e The infringement is allowed under the fair use defense.

* The infringement was innocent (the infringer had no reason to know the
work was protected by copyright).

* The infringing work was independently created (that is, it wasn’t copied
from the original).

e The copyright owner authorized the use in a license.

7. May a copyrighted work legally be used without an
owner’s permission?

Some uses of a copyrighted work are considered fair use—that is, the use may
infringe, but the infringement is excused because the work is being used for a
transformative purpose such as research, scholarship, criticism, or journalism.
When determining whether an infringement should be excused on the basis of fair
use, a court will use several factors including the purpose and character of the use,
amount and substantiality of the portion borrowed, and effect of the use on the
market for the copyrighted material.

It's important to understand that fair use is a defense rather than an affirmative
right. This means that a particular use only gets established as a fair use if the
copyright owner decides to file a lawsuit and the court upholds the fair use de-
fense. There is, therefore, no way to find out in advance whether something will or
won’t be considered a fair use. Of course, if the copyright owner is willing to grant
permission for the use, then the uncertainty surrounding the use goes away. For
this reason, most people who propose to use a copyrighted work do what they can
to obtain permission, and only rely on the fair use defense if permission is not
granted or the copyright owner can’t be located.

A person who infringes a copyright but has good reason to genuinely believe
that the use is a fair use is known as an innocent infringer. Innocent infringers usu-
ally don’t have to pay any damages to the copyright owner but do have to cease
the infringing activity or pay the owner for the reasonable commercial value of
that use.

Related terms: archival copies; fair use, defined; innocent infringement of copyright.
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8. What laws cover copyright protection in the U.S. and
other countries?

In the U.S., copyright protection derives from the U.S. Constitution, which
requires that original works of authorship be protected by copyright. The current
(and exclusive) source of this protection is the federal Copyright Act of 1976, as
amended. There are no state copyright laws.

Copyright protection rules are fairly similar worldwide, due to several interna-
tional copyright treaties, the most important of which is the Berne Convention.
Under this treaty, all member countries (in excess of 100 countries, including
virtually all industrialized countries) must afford copyright protection to authors
who are nationals of any member country. This protection must last for at least the
life of the author plus 50 years and must be automatic, without the need for the
author to take any legal steps to preserve the copyright.

In addition to the Berne Convention, the GATT (General Agreement on Tariffs
and Trade) treaty contains a number of provisions that affect copyright protection
in signatory countries. Together, the Berne Copyright Convention and the GATT
treaty allow U.S. authors to enforce their copyrights in most industrialized nations,
and allow the nationals of those nations to enforce their copyrights in the U.S.

9. Copyright resources

If you're interested in hands-on, step-by-step instructions on obtaining copyright
protection, you may want to consult The Copyright Handbook, by Stephen
Fishman (Nolo). A detailed description is provided in the Introduction, Section C.
(Order information is at the back of this book.)

If you have access to the Internet, you can find valuable information about
copyright by using any of the following sites:

¢ Nolo (www.nolo.com). Nolo offers self-help information about a wide va-
riety of legal topics, including copyright law. (See the intellectual property
topic in the Legal Encyclopedia, which incidentally includes selected en-
tries from this part of the book.)

e Findlaw (www.findlaw.com). This search engine provides a comprehen-
sive list of copyright resources on the Web. Click “intellectual property”
under the topic heading on the home page, and click “copyright” from the
subcategory list on the intellectual property page.
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e Copyright Office (www.copyright.gov). The U.S. Copyright Office’s website
offers forms, circulars, and a wide range of helpful copyright information.

e Copyright Website (www.benedict.com). This site has articles, links, and a
slick design. Best of all, you can examine actual examples from real cases.

e Copyright & Fair Use (http://fairuse.stanford.edu), operated by the Stanford
University Libraries, provides a through overview of copyright and fair use.
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Copyright Law

n this section, we provide concise definitions of the words and phrases
commonly used when dealing with copyrights.

abridgment of works
See derivative work.

access

In order to prove that a work was copied, sold, or performed without authoriza-
tion, the copyright owner must demonstrate that the person accused of infringe-
ment had a reasonable opportunity to view or hear the copyrighted work and
that the two works—the infringer’s and the copyright owner’s—are substantially
similar. The first requirement—the occasion to view or hear the copyrighted
work—is referred to as access. If the infringement involves identical copies, such
as photographs copied from a magazine, access may be presumed and does not
need to be proved. That's because in cases of verbatim copying, it is virtually
impossible that two works could have been independently created. For ex-
ample, the makers of Beanie Babies successfully sued a company marketing a
pig bean bag known as “Preston the Pig” that was identical to the Beanie Baby
known as “Squealor.” The similarity between the two was so close as to create a
reasonable presumption of access. (Ty Inc. v. GMA Accessories Inc. 132 F.3d
1167 (7th Cir. 1997).)

When the copies are not identical, access can be proven in various ways. For
example, in one case the owners of copyright in popular children’s characters
proved access because the representatives of a fast-food chain had visited their
headquarters and discussed use of the characters in commercials. (Sid & Marty
Krofft Television Prods., Inc. v. McDonald’s Corp., 562 F.2d 1157 (9th Cir. 1977).)
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In another case, the owners of the song He’s So Fine sued George Harrison,
alleging that Harrison’s song My Sweet Lord infringed their copyright. It was de-
termined that Harrison had access to He’s So Fine since the song was on the
British pop charts in 1963 during the same period when a song by the Beatles
was also on the British charts. (Abkco Music, Inc. v. Harrisongs Music, Ltd., 722
F.2d 988 (2d Cir. 1983).)

As a general rule, the more popular a work, the easier it is to prove access.
Conversely, if a work was not published, the copyright owner has a harder time
proving access.

Of course, in order to prove access, the party alleging infringement should be
able to demonstrate a chronology that makes sense. For example, in a case in-
volving the Britney Spears song “What U See Is What U Get,” two men alleged
that they had sent their version of a song to a talent scout representing Spears.
However, the undisputed evidence at trial showed that Spears had recorded her
version several months before the two men had even submitted their composi-
tion. (Cottrill v. Spears, 2003 U.S. Dist. LEXIS 8823 (E.D. Pa 2003).)
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Related terms: copyright infringement, defined; infringement action, explained.

actual damages for copyright infringement

A court may award a dollar amount in actual damages in an effort to approxi-
mate the real dollars a copyright owner lost as a result of the owner’s copy-
righted work being distributed, copied, displayed, performed, or altered by
someone else without proper authorization.

Related terms: copyright infringement, defined; damages for copyright infringement.

adaptations or alterations of original works
See derivative work.

affirmative rights
Many people use the term “protections” to refer to the benefits that go along
with ownership of copyrights and other intellectual property such as trade
secrets, patents, and trademarks. For example, one might say, “My poem is pro-
tected by copyright.” However, a number of commentators (among them David
Pressman, well-known patent lawyer and author of Nolo’s Patent It Yourself)
prefer to describe these legal protections as “affirmative rights,” because owners
must affirmatively exercise their rights if their copyright is infringed.

Affirmative rights include the owner’s right to file a lawsuit, the right to

recover damages, and the right to obtain an injunction (a court order preventing
the infringer from taking certain actions, such as using or selling the infringing
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material). Although observing this linguistic difference may lead to a better
understanding of how intellectual property laws work, this book generally uses
the more accepted and commonly used term “protection.”

all rights reserved
This phrase was required as part of a copyright notice by the Buenos Aires Con-
vention international treaty. Until recently, the term appeared in many copyright
notices in an attempt to secure complete protection under that treaty. However,
all signatory countries to the Buenos Aires Convention are now also members of
other international agreements that don’t require the “all rights reserved” phrase,
so it no longer serves any useful purpose.

Related terms: international copyright protection; international rules on notice of copyright.

Altai case
See Computer Associates Int’l v. Altai.
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anonymous
An author’s contribution to a work is anonymous if the author is not identified
on the copies or phonorecords of the work. Copyright protection for anonymous
and pseudonymous works is 95 years from the date of publication or 120 years
from creation, whichever is shorter. However, if the name of the author is dis-
closed in the records of the Copyright Office, the work will be protected for the
author’s life plus 70 years.

Def

EXAMPLE: The 1995 bestseller Primary Colors was published anonymously.
The media eventually determined that the book’s author was Joe Klein, a
writer for Newsweek magazine. If Mr. Klein died in 2030 without disclosing
his name to the Copyright Office, the term of copyright for Primary Colors
would end in 2090 (95 years from publication). If Mr. Klein disclosed his
name, protection would extend until 2100 (70 years from his death.)

Related terms: author as owner of copyright; duration of copyright; pseudonym.
anthologies, copyrightability of
See compilations.

Apple Computer, Inc. v. Franklin
In this influential 1983 court decision, a federal Court of Appeals for the first
time extended copyright protection to computer operating systems consisting of
object code embedded in read-only memory chips, or ROMs. (Apple Computer,
Inc. v. Franklin Computer Corporation, 714 F.2d 1240 (3d Cir. 1983).)

Related terms: computer software, copyright of.
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Apple Computer, Inc. v. Microsoft Corp.
Apple Computer sued Microsoft, alleging that the Microsoft Windows operating
system user interface infringed on Apple’s copyright in the Macintosh user inter-
face. The court ruled that the desktop metaphor employed by the Macintosh
user interface was an unprotectable idea. The court also found that most of the
individual elements that made up this desktop metaphor were not protected by
copyright ideas, either because they were functional rather than original expres-
sion or because they were unprotectable ideas. (Apple Computer, Inc. v.
Microsoft Corp., 717 F. Supp. 1428 (N.D. Cal. 1989), 779 F. Supp. 133 (N.D.
Cal. 1992).)

Related terms: computer software, copyright of.

architectural work
The design of a building is protected under copyright law. That is, the building,
architectural plans, drawings, or photographs cannot be reproduced without the
consent of the owner of copyright in the architectural work—usually the archi-
tect or developer. There are some exceptions. For example, if the building is
located in a place that is ordinarily visible to the public, photos or pictures of
the building can be taken, distributed, or publicly displayed. Standard features
such as common bathroom or kitchen design elements are not protected.
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archival copies
The Computer Software Protection Act of 1980 defines archival copies as copies
of software made by a software owner strictly for backup purposes—that is, to
use if something happens to the original copy. The Act permits a computer
program owner to make archival copies of the program as long as the owner
retains the original copy of the program. But if the purchaser sells or gives away
the original software to a new owner, all archival copies must either be included
in the transfer or destroyed. The intention is to prevent two or more people from
legally possessing copies of a program that has only been purchased from the
copyright owner once.

arrangements, musical
See musical works and sound recordings distinguished.

assignment of copyright
The transfer of all or a portion of a copyright to a new owner is referred to as an
assignment. Usually, an assignment involves the transfer of the entire copyright,
as when a freelance writer assigns all copyright interests in a particular article to
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a magazine. But an assignment may also transfer less than the whole copyright.
For example, an author might assign the right to promote, display, and distribute
a novel to a publisher while reserving the right to create derivative works (such
as a screenplay) from that novel.

As a general rule, assignments are unconditional transfers of the rights in ques-
tion, without limitations on how long the transfer lasts or the conditions under
which the rights may be used. By contrast, licenses give permission for a party to
use a copyright expression under certain specified conditions for a defined
period of time.

Related terms: licensing of copyrights; transfers of copyright ownership, generally.

attorney fees in infringement actions
See infringement action, explained.

attribution

wn
=
S
£

Many people mistakenly believe that they can use copyrighted material as long

as they credit the author. This is not true. For example, providing the author’s

Def

name for a quotation will not, by itself, excuse someone from a charge of in-
fringement (or qualify your use as a fair use). That said, judges and juries may
take attribution into consideration. For example, an author who provides attribu-

tion may be considered more favorably when a judge or jury makes a fair use
determinations or awards damages.

There is no requirement for attribution when reproducing public domain
works. In a 2003 case, a film company had created film footage that had fallen
into the public domain. When the footage was reproduced in another documen-
tary, the film company argued that it should be credited. Why? Because the fail-
ure to do so would violate trademark laws, since it would confuse consumers as
to the source of the footage. The United States Supreme Court disagreed and
ruled that people who use public domain materials don’t violate trademark laws
by failing to provide credit to the creator of the materials. In other words, if you
use public domain works, you don’t need to provide attribution. (Dastar Corp. v.
Twentieth Century Fox Film Corp., 124 S.Ct. 371 (2003).)

Audio Home Recording Act
During the 1980s, technology developed that allowed for digital reproduction of
music by consumers. The recording industry was concerned that the consumer’s
ability to make near-perfect copies of recordings would result in uncontrolled
infringement. The Audio Home Recording Act of 1992 (AHRA) was an attempt
to balance the interests of the recording industry, manufacturers, and consum-
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ers. The AHRA requires the manufacturers of certain digital devices to register
with the Copyright Office and pay a statutory royalty on each device and piece
of media sold. Manufacturers also have to use a copyright management system
that permits a copy to be made from an original only (or first-generation copy).
By following these rules, manufacturers are immune from lawsuits claiming
copyright infringement. Consumers are also immune from claims of infringement
when using devices covered by the AHRA so long as the copying is done for
noncommercial use. To some extent, the AHRA now seems quaint and out-
dated, since it covers only devices that are designed or marketed for the primary
purpose of making digital musical recordings, such as DAT players and minidisc
players—technologies that do not account for much of the marketplace. Had
computers or CD burners been included in the AHRA, much of the battle about
musical downloading might have been circumvented by a system that ac-
counted for copying of musical compositions.

Related terms: MP3; Internet and copyright.

audiovisual works
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The Copyright Act specifically protects movies, videotapes, videodiscs, CD-ROM
multimedia packages, training films, and computer games as audiovisual works.

The Copyright Act defines audiovisual works as ones consisting of “a series of re-
lated images intended to be shown on machines such as projectors, viewers, or
electronic equipment, with accompanying sounds, if any, whether the works are
recorded on film, tape, or other material.” (17 United States Code, Section 101.)

Related terms: Copyright Act of 1976; Form PA, described.

author, defined
The “author” of a work of expression subject to copyright protection is one of
the following:

e the person who creates the work

e the person or business that pays another to create the work in the employ-

ment context, or

e the person or business that commissions the work under a valid work made

for hire contract.

For example, a songwriter may author a song, a movie producer may author a
movie, a computer programmer may author a program, and a toy designer may
author a toy (unique toys with designs unrelated to their functions are
protectable by copyright). In all these situations, however, if the creator does not
work independently but creates the work in an employment relationship or
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under a valid work made for hire contract, the employer or person paying for
the work is the author for copyright purposes.

Related terms: author as owner of copyright; copyright, explained; work made for hire, defined.

author as owner of copyright
With two major exceptions, when a person first creates a work of expression, he
or she is generally considered to be its author and, by virtue of that status, the
owner of the copyright in the work. The exceptions are:
e When an author assigns all of his or her copyright ownership rights to
another party before the work is created, that party becomes the author
(and the owner of the copyright). This typically occurs when someone who
is paid to create a work is required, as a condition of that payment, to
assign all copyright rights in the future work to the paying party.
* When a work is created by an employee in the course of employment or as

a commissioned work under a valid written work made for hire contract,
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the employer/commissioning party is considered the author (and owner of
the copyright).

Because an author/owner of a copyright can always sell the copyright to

Def

someone else, it often is the case that a copyright in a work is eventually owned
by someone other than its original author.

Related terms: assignment of copyright; transfers of copyright ownership, generally; work made
for hire, defined.

authorized use of copyrighted material
A person accused of infringing another’s copyright may seek to prove as a
defense that the use was authorized through a license or a transfer. Were such a
case to go to court, the judge would seek to determine the conditions under
which the license or transfer was granted, what was transferred, and to whom.

EXAMPLE: Ethan, an author of virtual reality games, writes a freelance article
for a new publication called Virtually Yours. The article is submitted under a
license agreement giving Virtually Yours first serial rights to the article. Two
years later, without Ethan’s permission, Virtually Yours places the article on a
popular electronic bulletin board and collects royalties each time the article is
downloaded. Ethan sues Virtually Yours for copyright infringement, claiming
his first serial rights license did not authorize electronic publication of the
article. To decide whether Virtually Yours is guilty of infringement, the court
will examine the factual context in which Ethan submitted the article and the
terms of the license.
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Related terms: copyright infringement, defined; infringement action, explained; transfers of copy-
right ownership, generally.

automated databases
See computer databases, copyright of.

backup copies of program
See archival copies.

based on an earlier work
When one original work of authorship has heavily relied upon an earlier one for
its content and expression, it is said to be based on the earlier work and, under
the Copyright Act, is considered to be a derivative work. The author of a deriva-
tive work must obtain permission from the owner of the copyright in the earlier
work to copy, sell, or distribute the derivative work. For example, a foreign lan-
guage translation of a book is based on the book as it was originally written and
is subject to the copyright in the original version; a movie that borrows the main
characters, the story line, and some dialogue from a novel is based on that novel
and is subject to that novel’s copyright; and a song that has substantially the
same melody as an earlier song is based on that song, even if the words are dif-
ferent, and is subject to the earlier song’s copyright.
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As a general rule, the more expression a subsequent work uses from an earlier
work, the more likely it is to be considered a derivative work and therefore sub-
ject to the earlier work’s copyright. However, assuming permission is obtained
from the owner of the copyright in the earlier work, the derivative work is itself
subject to copyright protection as an independent work.

Related terms: derivative work.

Berne Convention
Originally drafted in 1886, the Berne Convention is an international treaty that
standardizes basic copyright protection among all of the countries signing it
(currently over 100 member countries). For copyright purposes, a member country
will afford the same treatment to an author from another country as it does to
authors in its own country. In addition, each member country has agreed to
protect what are called the author’s moral rights in the work (generally, the right
to proclaim or disclaim authorship and the right to protect the reputation of the
work) and to extend copyright protection for at least the life of the author plus
50 years. No notice of copyright or other formality is required for basic copy-
right protection under the Berne Convention.
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Under the General Agreement on Tariffs and Trade (GATT) treaty, enacted
into U.S. law in December 1994, all signatories to GATT must also adhere to the
Berne Convention if they don’t already do so.

Related terms: GATT (General Agreement on Tariffs and Trade); international rules on notice of
copyright; Universal Copyright Convention (U.C.C.).

best edition of a work

To register a work with the U.S. Copyright Office, the author must deposit the
best edition of the work with the application. The “best edition of a work” is
usually the best-quality version of the work available at the time of registration
or deposit. The U.S. Copyright Office has published a circular explaining the
best version of a work for different types of deposits. Ask the U.S. Copyright
Office for Circular R7b. You can also download this publication from the U.S.
Copyright Office’s website (www.copyright.gov). (The U.S. Copyright Office’s
phone number and address are listed under the “U.S. Copyright Office” entry.)

Related terms: deposit with U.S. Copyright Office; U.S. Copyright Office.
blog

A blog (derived from “web log”) is a website (or portion of a website) where us-
ers post chronological journal entries. Blogs range from personalized vanity sites
(for example, a teenager’s diary, and so on) to corporate communication tools
(for example, a business bulletin board). Each blog post usually contains one or
more hyperlinks to other sites or references. In terms of copyright law, the same
legal principles that apply to websites apply to blogs—that is, reproduction of
unauthorized materials requires permission unless excused by fair use prin-
ciples, and the use of links that encourage infringement can give rise to copy-
right infringement claims.

bootlegging of live performance

In 1994, as part of the implementation of the GATT Agreement, the United
States passed legislation that allows a performer or record company to prevent
the unauthorized recording of a live performance, even if the performer or
record company does not own a copyright in any of the songs being performed.
(17 United States Code, Section 1101.) A performer or record company can also
prevent the “trafficking” in bootlegs from the live performance. “Trafficking” is
the transportation or sale of unauthorized copies.

A record company has a right to sue bootleggers, because the record company
enters into recording agreements with each performer giving the company the
exclusive right to release that performer’s recordings. Under the new
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antibootlegging law, performers or record companies do not have to register
with the Copyright Office in order to receive protection, and there is no time
limit for how long the protection lasts. In other words, even though this law is
part of the Copyright Act, it does not have the same formal requirements for
copyright protection as other works, for example, literary, musical, or audiovi-
sual works.

Buenos Aires Convention
The Buenos Aires Convention establishes copyright reciprocity between the U.S.
and most Latin American nations. However, because all of these member
nations are now also members of larger international treaties that supersede the
Buenos Aires Convention, this treaty has little, if any, remaining significance.
When the Buenos Aires Convention had more importance, it guaranteed
copyright protection in its member countries if the statement “all rights reserved”
was placed on all expressions for which copyright protection was being claimed.
This is why the “all rights reserved” phrase appears as a part of so many copyright
notices on published works, even if there is no longer any legal reason for it.

Related terms: international copyright protection; international rules on notice of copyright.

cease and desist letter
The opening salvo in any copyright dispute is usually a cease and desist letter
from the copyright owner’s attorney. This letter informs the alleged infringer of
the validity and ownership of the copyrighted work, the nature of the infringe-
ment, and the remedies that are available to the copyright holder unless the
infringement is halted.

Related terms: copyright infringement, defined; damages for copyright infringement; infringement
action, explained.

certificate of registration
When the U.S. Copyright Office approves a copyright application for registration,
it mails the author (or other owner) a certificate of registration. This certificate
consists of the copyright application stamped with a copyright registration number,
the registration date, and the U.S. Copyright Office seal at the top.

If the copyright owner sues another party for infringement, the certificate can
be used as evidence that the copyright is valid. There is also a legal presumption
that the certificate contains true statements—for example, the year the work was
created, the fact of authorship, and whether other works are incorporated in the
work being copyrighted.

Related terms: copyright infringement, defined; infringement action, explained; supplemental
registration.
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characters, fictional

Fictional characters can be protected separately from their underlying works
as derivative copyrights, provided that they are sufficiently unique and distinc-
tive—for example James Bond, Fred Flintstone, Hannibal Lecter, Snoopy, and
Bridget Jones. Judge Learned Hand established the standard for character protec-
tion in Nichols v. Universal Pictures Corp., 45 F.2d 119 (2d Cir. 1930), when he
stated that, “... the less developed the characters, the less they can be copy-
righted; that is the penalty an author must bear for marking them too indis-
tinctly.”

For example, an alien stranded on earth is a popular and recurring character—
My Favorite Martian, Starman, and The Man Who Fell to Earth—and by itself,
without embellishment, is not protectible.

EXAMPLE: A relatively unknown play (Lokey From Maldemar) featured an
alien with powers of levitation and telepathy, stranded on earth and pursued
by authoritarian characters. The playwright sued the owners of the movie
E.T.—The Extra-Terrestrial, claiming that her character was infringed by the
E.T. character. A federal court disagreed, ruling that that the character from
Lokey was too indistinct to merit protection. (Litchfield v. Spielberg, 736 F.2d
1352 (9th Cir. 1984).)

However, once the stranded alien acquires more distinctive characteristics—
for example, a big-headed, long-necked alien with a glowing finger who mur-
murs “Phone Home”—it is distinct enough to merit protection and its owners
can prevent others from using his image and expression. (Universal Studios, Inc.
v. LA.R. Sales, Inc., 216 U.S.P.Q. 679 (C.D. Cal. 1982); (Universal Studios, Inc.
v. Kamar Indus. Inc., 217 U.S.P.Q. 1165 (S.D. Tex. 1982).)

Exploitation of fictional characters is a huge source of revenue for entertain-
ment and merchandising companies. Characters such as Superman and Mickey
Mouse are the foundations of massive entertainment franchises and are com-
monly protected under both copyright and trademark law.

The protection afforded to fictional characters sometimes clashes with the fair
use right to comment upon or criticize those characters. This is particularly com-
mon in parody cases. For example, one court refused to permit an X-rated
parody, Scarlett Fever, that used characters from Gone With the Wind. (Metro-
Goldwyn-Mayer, Inc. v. Showcase Atlanta Cooperative Productions, Inc., 217
U.S.P.Q. (BNA) 857 (N.D. Ga. 1981). (Another court permitted publication of a
novel using characters from Gone With the Wind but written from a slave’s per-
spective. (Suntrust Bank v. Houghton Mifflin Co., 268 F.2d 1257 (11th Cir.
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2001).) The disparity in the two opinions—both based on Gone With the
Wind—may be due to the fact that in one work the characters were lampooned
in a broad sexual farce, while in the other the characters were used to provoke
discussion about racial stereotypes.

Related terms: derivative work; parody and fair use. See also Part 4 (Trademark Law): characters as
trademarks.

charts, copyrightability of
See flow charts, registration of.

choreography and pantomime
Choreography is the composition and arrangement of dance movement and pat-
terns, often accompanied by music. A registrable choreographic work should be
capable of being performed and usually includes direction for movement. Popu-
lar dance steps such as the “Cha Cha” and other simple routines are not copy-
rightable.
Pantomime or “mime” is considered a mute performance with expressive

communication. Since it is a form of acting that consists mostly of gestures, there
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is an overlap in the categorization of pantomime and dramatic works. Tradition-
ally, pantomime and choreographic works are fixed in a system of written nota-

tion, but the copyright act provides that they also may be fixed in any tangible
medium including film, video, or photographs.

Like all copyrightable works, choreographic and pantomimic productions can
qualify for copyright protection when fixed in a tangible medium of expression
such as film, video, written score, or recording. To register these types of works
with the U.S. Copyright Office, the owner must use Form PA.

Although choreography and pantomime cases are rare under copyright law,
the works of dancer Martha Graham came under scrutiny in 2002 when a fed-
eral court ruled that the bulk of her dance compositions (45 out of 61) belonged
to the Martha Graham Center for Contemporary Dance because she had com-
posed them while she worked as an employee for the Center. In addition, 10 of
her dance compositions were found to be in the public domain. (Martha Cra-
ham School and Dance Foundation, Inc., v. Martha Graham Center for Contem-
porary Dance, Inc., 224 F. Supp.2d 567 (2002).)

Related term: Form PA, described; registration of copyright, defined; parody and fair use.

clearinghouses, copyright
Copyright clearinghouses organize and license works by their members. A per-
son who wants to use one of these works contacts the clearinghouse and—de-
pending on how the organization is structured—pays a fee and acquires a
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limited right to use the work for a specific purpose. Clearinghouses speed up the
permissions process by providing a central source for a class or type of work.
For example, Copyright Clearinghouse (www.copyright.com) and icopyright
(www.icopyright.com) provide permission for written materials. BMI
(www.bmi.com) and ASCAP (www.ascap.com) provide permission for musical
performances. Harry Fox Agency (www.harryfox.com) provides permission to
reproduce songs. Corbis (www.corbis.com), Archive Photos (www.history.com),
and Time, Inc. (www.thepicturecollection.com) are among several clearing-
houses that grant permission to use photographs. Art Resource (www.artres.com)
and the Visual Artists and Galleries Association grant permission for famous art-
work. The Cartoonbank (www.cartoonbank.com) is one of several clearing-
houses that licenses cartoons.

Related terms: permission, getting.

clickwrap agreement
See end-user license.
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coauthors
Two or more people who have contributed significant creative input to a work
of expression are legally considered coauthors. Coauthorship can take several

forms. Probably the most common is a joint work, where the authors intend that
their separate contributions be merged into a unified whole. Coauthors of a joint
work share in the copyright of the whole work equally, unless they have signed
a joint ownership agreement that provides differently. Absent an agreement to
the contrary, any coauthor may use the expression covered by the copyright
without permission of other coauthors but must account to the other coauthors
and equally share with them any profits realized from the use.
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Other forms of coauthorship appear in collective works and derivative works
with more than one author, where each author owns only the copyright of the
material he or she created:

e Collective works. Coauthors intend to keep their contributions separate—
for instance, where one coauthor is separately credited for chapters 1
through 10 and the other coauthor is credited for chapters 11 through 20.

* Coauthored derivative works. Two or more authors create separate works
and only later decide to combine them in one work.

Related terms: collective work; derivative work; joint work; collaboration agreement.

collaboration agreement
When coauthors want to specify their rights, obligations, and percentage of
copyright ownership and revenues, they enter into a collaboration agreement.
Without a collaboration agreement, a court will presume that the coauthors
share equally unless evidence to the contrary is introduced.

Related terms: coauthors; collective work; joint work.

collective work
A work such as a periodical, anthology, or encyclopedia, in which a number of
separate and independent works are assembled into one work, is referred to as a
collective work. (17 United States Code, Section 101.) A collective work is a
type of compilation, but, unlike other compilations such as a directory or book
of quotes, the underlying elements assembled into a collective work can be
separately protected; for example, a collection of short stories by John Updike or
a collection of “greatest disco hits” recordings from the 1970s. Other examples
of collective works would include a newspaper, a group of film clips, or a po-
etry anthology. To create a collective work, either public domain materials must
be used or the owners of the copyrights in the constituent parts must give their
permissions. Assuming that these rules are followed, the creativity involved in
organizing and selecting the constituent materials is itself subject to independent
copyright protection.

EXAMPLE: Phil prepares an anthology of what he considers to be the best
American poems published in the years 1900 and 2000, calling this collective
work American Poetry—A Century of Difference. Each 2000 poem is a
separate and independent work protected by its own copyright. To use them,
Phil must get the permission of each copyright owner. But because copyright
protection has run out on the 1900 poems, they are now in the public domain
and Phil can use them without obtaining anyone’s permission. Once all needed
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permissions are assembled, Phil has created a new protectable collective work
and owns a copyright in the overall work, but not in any specific poem.

With the advent of computers and the Internet, many collective works have
been preserved in digital format. However, when a collective work (or compila-
tion) is provided in conjunction with a software program—for example, a pro-
gram that organizes or creates clip art versions of images on a disk—two
separate copyrights are at work. One copyright is in the collective work, for ex-
ample, the collection of images, and the other copyright is in the underlying
program. In order to assert rights in both, each must be separately registered.
(Xoom, Inc. v. Imageline, Inc., 323 F.3d 279 (4th Cir. 2003).)

Related terms: compilations; original work of authorship.

commissioned work
See work made for hire, defined.

common law copyright laws
The common law of copyrights is a set of legal principles applying to copyrights
that U.S. courts developed from court decisions over a period of several hundred
years prior to January 1, 1978 (at which time the 1976 Copyright Act took over
and replaced whatever rules the courts had come up with). Primarily in cases of
unpublished works, courts used these common law rules before 1978, as well as
the rules set out in the Copyright Act of 1909, to determine whether a copyright
existed and the extent to which a work of authorship should receive legal
protection.

Related terms: Copyright Act of 1909; Copyright Act of 1976.

compilations
A compilation is a work formed by selecting, collecting, and assembling preex-
isting materials or data in a novel way that forms an original work of authorship.
Examples of compilations are databases (collections of information arranged in a
way to facilitate updating and retrieval), anthologies, and collective works. (17
United States Code, Section 101.)

The creative aspects of a compilation—such as the way it is organized and the
selection of the materials to be included—are entitled to copyright protection
whether or not the individual parts are in the public domain or are subject to an-
other owner’s copyright.

EXAMPLE: Harry wants to assemble national anthems and feature them in a
book of sheet music. The national anthems are all in the public domain due to
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their age. If Harry simply collected a group of national anthems and published
them in alphabetical order without enhancing or organizing them in a special
way or combining them with other materials, the collection would not be
protected, because it is not considered to be creative. If, on the other hand,
Harry compiled a selection of his favorite anthems (Harry’s Favorites), the com-
pilation (but not the music) is more likely to qualify for copyright protection, since
the act of selecting the anthems involved some creative work on Harry’s part.

Related terms: Feist Publications Inc. v. Rural Telephone Service Co.; original work of authorship.

compulsory license

Normally, in order for someone to reproduce, perform, or distribute a copyrighted
work, permission must be obtained from the copyright owner. However, in a
few circumstances—known as compulsory licenses—a copyright owner’s
permission is not required.

The most common use of a compulsory license is in the music industry. Once
a song has been recorded and distributed to the public on recordings, any
person or group is entitled to record and distribute the song without obtaining
the copyright owner’s consent, provided they pay a fee and meet copyright law
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requirements.
In order to take advantage of this compulsory license, a notice must be sent to
the copyright owner along with a fee set by the Copyright Office known as the

statutory fee or statutory rate. The fee for recordings made and distributed be-
tween January 1, 2004 and January 1, 2006 is 8.5 cents per song (or 1.65 cents
per minute of playing time). The rates will increase to 9.1 cents per song (or
1.75 cents per minute of playing time) in 2006. To verify the current rate, check
the copyright office website (www.copyright.gov). On the home page, click
Copyright Arbitration Royalty Panel (CARP) and scroll down to Mechanical Roy-
alty Rates. If a song is three minutes long and an artist makes 10,000 compact
discs containing the song, the fee paid to the song’s owner would be $850. A re-
cording artist does not have to use the compulsory license, and many recording
artists seek permission directly from the song owner and negotiate for a lower
rate.

EXAMPLE: Lou writes the song “Up the Stars.” Kate obtains permission from
Lou to become the first artist to record the song. The song is released. Later,
Barry and the Bushmen decide they want to record “Up the Stars.” If Barry
and the Bushmen are willing to pay the statutory fee, they do not need to ask
Lou for permission—but if they want to pay less per copy, they must obtain
permission from Lou.
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Keep in mind that the compulsory license for recording music only applies to
nondramatic musical compositions and would not apply to dramatic music such
an opera or an overture to a musical. The compulsory license only applies to
phonorecords distributed to the public. Therefore, it cannot be used to record a
song for use on a television show’s soundtrack. In that case, permission must be
obtained from the copyright owner.

Under the terms of a compulsory license, the licensee is permitted to make a
new arrangement of the composition as long as the basic melody or fundamental
character of the work is not altered.

EXAMPLE: Sammy composes a country ballad, “My Pickup Died,” and licenses
country singer Justine Carbo to be the first artist to record it. Later, Pauline and
the Punkettes, a punk rap group, acquire a compulsory license and record
Sammy’s song, but they change the words and eliminate the melody. Sammy
can have Pauline’s compulsory license revoked and prevent the recording
from being distributed further or played.

In a different context, and without regard to the type of work involved, the
concept of a compulsory license can arise in a copyright infringement action. A
court has the power to order a copyright owner to grant a license to an innocent
infringer instead of ordering the infringement stopped.

EXAMPLE: Willie innocently assumes a particular poem to be in the public
domain and uses it in his new novel. After the novel is published and selling
well, Willie is sued by Carol, who claims copyright ownership in the poem.
Even if the court finds that Carol does own the copyright in the poem, the
court can require Carol to license Willie to use the poem in exchange for
reasonable royalties. If, however, the court finds that Willie’s use of the poem
was a willful copyright violation, no such license may be ordered.

Finally, in countries that subscribe to the Universal Copyright Convention
(U.C.C.), including the U.S., an author may be required to grant a compulsory
license to a subscribing government to translate his or her work into that
country’s primary language if no translation has been published within seven
years of the work’s original date of publication. This rule precludes copyright
owners in most countries from preventing the translation of works covered by
their copyrights into different languages.

Related terms: derivative work; innocent infringement of copyright; musical works and sound re-
cordings distinguished; mechanical rights.
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Computer Associates Int’l v. Altai
This federal appellate court case first applied a now commonly used technique
called “filtration” to distinguish those aspects of software or software interfaces
that are protected by copyright from those that are not. Filtration works by first
eliminating from a software-related work such unprotectable elements as:

* ideas

e elements dictated by efficiency (that is, there is no other sensible way to
write the code or handle the task)

* elements determined by external factors (such as the nature of the
mechanical specifications of the computer on which the program is in-
tended to run, compatibility requirements, manufacturers” design stan-
dards, and the intended user base), and

e material taken from the public domain.

What's left of the work is then examined to see whether it qualifies for copy-
right protection.

The Altai case itself dealt with whether a computer program interface was
entitled to copyright protection. After the court applied the filtration process to
the interface in question, nothing was left to protect, thus copyright protection
was denied. (Computer Associates Int’l v. Altai, 982 F.2d 693 (2d Cir. 1992).)
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Related terms: computer software, copyright of.

computer databases, copyright of
A computer database, sometimes known as an automated database, is a collection
of information or resources placed in a computer and organized to allow for
rapid updating and retrieval. Examples of computer databases are:

e a mailing list organized so that mailings can be made according to certain
criteria such as the residential area, average personal income, or interests
of the recipient

e a compilation of articles published on a particular subject (for example,
female Parkinson’s disease sufferers over 80) organized so that people can
quickly retrieve and read the article dealing with their particular point of
interest, and

e a listing of all items in a store’s inventory arranged to permit an analysis by
such variables as supplier, kind of product, price, and length of time in
stock.

Computer databases commonly consist both of materials protected by copy-
right and materials that are said to be in the public domain, either because their
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copyright has run out or because they consist of ideas and facts that themselves
do not receive copyright protection.

Despite the fact that the database owner may not own any copyright interest
in any of the material in the database, the structure and organization of the data-
base itself can qualify as an original work of authorship and thus be subject to
copyright protection as a compilation.

EXAMPLE: Suppose Catherine Jermany gathers all articles in ten leading
education journals since 1990 and indexes them, using several hundred
subject-matter headings that she has developed. Then Jermany converts the
full text of each article into computer-readable text and uses a database
management program to build an index linked to each article and paragraph,
with the result that a computer user can quickly locate the text of any para-
graph of any relevant article. Jermany’s database would qualify as an original

work of authorship in terms of its structure and organization and thus would
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be subject to copyright protection. However, as all of the constituent articles

Def

would already be subject to copyright protection by their authors (or the
assignees or licensees of the authors), Jermany would have to obtain the
authors” permission to reproduce the text of the articles for commercial

purposes.

Although the original expression implicit in the structure and organization of a
computer database is entitled to copyright protection, the labor and cost associ-
ated with building a database is not protected by copyright. For instance, the
labor and cost associated with compiling an alphabetical telephone directory
does not protect the information in the directory from being copied by others,
because there was no creativity exercised in building the database.

Computer databases can be registered with the U.S. Copyright Office using
Form TX. The application must specify the parts of the database claimed as an
original work of authorship by the database compiler and must distinguish these
from parts whose copyrights are owned by others.

Related terms: compilations; Feist Publications Inc. v. Rural Telephone Service Co.; Form TX, de-
scribed.

computer software, copyright of
A 1980 amendment to the Copyright Act of 1976 applies to all software, regard-
less of when it was first published. Under the 1980 amendment, computer
software is protected in the same manner as other original works of authorship.
Any computer program, defined as “a set of statements or instructions to be used
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directly or indirectly in a computer to bring about a certain result,” can be
protected by copyright if it constitutes an original work of authorship. The 1980
amendment also specifies the situations in which computer programs may be
copied and altered without permission of the copyright owner.

The early 1980s saw a debate over whether some types of programs could be
protected under the Copyright Act—especially those in object code form, those
mechanically reproduced in a silicon chip as part of an integrated circuit (ROM
chips), and templates (mask works) used in making ROM chips. The dispute
centered on whether such programs were “hardware” (and therefore appropriately
subject to patent rather than copyright protection) or “software” (and thus
deserving of protection as a work of expression).

Most of these questions have been answered in favor of copyright protection
for software regardless of its form (that is, whether it is source code or object
code), and regardless of whether it is embedded in a chip or exists as an
independent work on a computer disk. The lead case in this area is still Apple
Computer, Inc. v. Franklin Computer Corporation, 714 F.2d 1240 (3d Cir.
1983). Interestingly, under a different line of cases, software can now increas-
ingly be protected by patent as well.

In the late 1980s and early 1990s, new questions arose about what aspects of
software could receive copyright protection. Some of the burning issues have
been:

e Should copyright protection be limited to the literal code as written, or is
the structure, sequence, and organization of software code also entitled to
copyright protection? In Whelan v. Jastrow, 797 F.2d 1222 (3d Cir. 1986),
a federal circuit court of appeals held that protection for software code
goes beyond the code’s literal expression and extends to its structure,
sequence, and organization. Other courts have found this approach
unworkable and have adopted the filtration approach taken in Computer
Associates Int’l. v. Altai, 982 F.2d 693 (2d Cir. 1992). That approach
separates the code’s ideas and other public domain elements from its
expression and then extends protection only to the expression.

e What aspects of computer screen displays and graphical user interfaces
(GUIs) are entitled to copyright protection? The filtration approach taken
in the Altai case has been used by a number of courts to decide which
aspects of a program interface are protected by copyright. The most
prominent of these cases involved a suit by Apple against Microsoft, which
claimed that the Microsoft Windows operating system violated a copyright
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owned by Apple in the Macintosh interface. (Apple Computer, Inc. v.
Microsoft Corp., 717 F. Supp 1428 (N.D. Cal. 1989), 779 F. Supp. 133
(N.D. Cal. 1992).) Using the filtration approach, the court eliminated from
copyright protection most individual elements of the Macintosh interface
and refused to provide protection for the interface as a whole. In short,
Microsoft won and Apple lost. The overall result of applying the filtration
approach to computer user interfaces has been to afford computer user
interfaces very little copyright protection.

e How much originality must a factual database have to qualify for copyright
protection? In Feist Publications Inc. v. Rural Telephone Service Co., 111
S.Ct. 1282 (1991), the U.S. Supreme Court ruled that an alphabetically
arranged telephone directory involved insufficient creativity to qualify for
copyright. As a result, the Copyright Act could not be used to compensate

Feist Publications Inc. for the labor and expense involved in originally
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compiling the directory. The question remains, however, as to how much
creativity is required to qualify a factual database for copyright. By its very
nature, this issue can only be decided on a case-by-case basis.
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The Software Publishers Association (SPA) has been the most active organiza-
tion in ferreting out and suing copyright infringers, although some of the large

software development companies are also active in enforcing the copyright
laws.
Related terms: Apple Computer, Inc. v. Franklin; Apple Computer, Inc. v. Microsoft Corp.; copy-
right, explained; copyright infringement, defined; infringement action, explained.

Computer Software Protection Act of 1980
See archival copies; computer software, copyright of.

Computer Software Rental Amendments Act of 1990
See first sale doctrine.

copies, meaning under copyright law
For purposes of the copyright law, a copy is the physical form in which an
expression is retained over time, no matter how brief. This includes such things
as photocopies, tape recordings, photographs, carbon copies, manuscripts,
printings, molds (for example, for plastic toy designs), computer disks and dis-
kettes, videotapes, videodiscs, and ROMs. The placing of a program in dynamic
computer memory (RAM) for a brief period of time has also been treated as
copying which may constitute an infringement under the copyright act. (Mai v.
Peak, 991 F.2d 511 (9th Cir. 1993).)



@ PATENT, COPYRIGHT AND TRADEMARK

The Copyright Act defines copies as “material objects, other than
phonorecords, in which a work is fixed by any method now known or later
developed, and from which the work can be perceived, reproduced, or other-
wise communicated, either directly or with the aid of a machine or device.” (17
United States Code, Section 101.)

The right to prepare copies of an original work of authorship—that is, put the
work into some fixed form—is one of the primary rights protected by the overall
copyright.

Related terms: copyright, explained; copyright infringement, defined; photocopies and copyright
law.

copy left
A grassroots movement formed in protest to perceived abuses of copyright—for
example, cases brought under the Digital Millennium Copyright Act or the ex-
tension of copyright per the Copyright Term Extension Act. Comprised of librar-
ians, legal scholars, historians, artists, musicians, archivists, website creators,
and many others, the Copy Left seeks through public awareness and litigation to
re-balance the rights of authors and the public under copyright law. Leaders of
the Copy Left such as professors Larry Lessig and Jonathan Zittran believe that
copyright has become a permission-based enterprise and that it should be re-

o
@
=
=
=
S
S
w

turned to its Jeffersonian roots—that is, to encourage rather than stifle creativity.
The Copy Left movement was a strong supporter of Eric Eldred and his unsuc-
cessful effort to terminate the 1998 copyright extension. (Eldred v. Ashcroft 123
S. Ct. 769 (2003).)

One manifestation of the Copy Left is the Creative Commons, an online enter-
prise that encourages copyright owners to dedicate their works to the public.
Copyright owners may make this dedication immediately, or, they can elect to
use what the Commons calls “Founders” Copyright”—the original copyright term
adopted by the first copyright law in 1790. This consists of an initial term of 14
years after publication, and an additional 14 years if the copyright owner wants
it. The copyright owner fills out an online application and sells the copyright to
the Creative Commons for $1, and then the organization gives the owner an ex-
clusive license to the work for 14 or 28 years. If desired, users of the dedicated
works can be required to provide attribution to the original author. Works so
dedicated to the public domain are listed in the Creative Commons website so
people can easily find them. For detailed information, see the Creative Com-
mons website (www.creativecommons.org).

Related terms: Eldred v. Ashcroft.



COPYRIGHT LAW: DEFINITIONS @

copyright, explained
Under the Copyright Act of 1976 (applicable to all works first published on or
after January 1, 1978), a copyright consists of a bundle of rights held by the
author or developer of an original work of authorship. The term “copyright”
applies both to the entire bundle of rights and to any individual right or part of
an individual right:
e the exclusive right to make copies
e the exclusive right to authorize others to make copies
e the exclusive right to make derivative works (that is, similar works based on
the original, such as translations or updated versions)
e the exclusive right to sell (market) the work
e the exclusive right to display the work
e the exclusive right to perform the work (such as plays and musical com-

positions), and
e the exclusive right to obtain court relief in the event others infringe (violate)
these rights.
Each of these exclusive rights can be sold separately through transfers of copy-
right ownership. For example, a transfer may give a party the exclusive right to
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make derivative works from an original work. In addition, each right may be
divided, giving different parties exclusive rights during different periods of time
or in different geographical areas.

Under the laws of most countries, any original work of authorship is consid-
ered the property of its owner; others are prevented from using this property
without the owner’s consent. The owner is usually the originator of the work—
the actual author or somebody who paid for the work under an employment
agreement or work made for hire contract. Sometimes, however, full ownership
is transferred to somebody else before the work is finished. For instance, it is
common for freelance software programmers to assign all of their copyright
rights in a program to the publisher before programming begins, in exchange for
advance royalties or payments to be received in phases as the project
progresses. Usually termed a “grant of rights,” this type of transfer shifts owner-
ship of the copyright from the author to the publisher.

Among the categories of expressive works that are protected by copyright
throughout the world are:

e literary works

e audiovisual works

e computer software

e graphic works
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e musical arrangements, and

e sound recordings.

In short, practically any type of expression that can be fixed in a tangible
medium of expression is eligible for copyright protection, assuming it is original
and has at least some creativity. It is important to understand, however, that
copyright law protects only the expression itself—not the underlying facts, ideas,
or concepts. This means it is often possible to legitimately produce an expression
very similar to one that is already protected by copyright, as long as the original
expression itself is not copied or used as a basis for the later work. The more
factual in nature the original work, the more similar the second work can be
without infringement occurring. Conversely, works of fiction are more susceptible
to infringement claims, since they tend to involve far more original expression
than do nonfiction works.

Although a copyright owner’s permission must be obtained to make copies for
commercial purposes, it is sometimes possible to copy without permission in
situations collectively labeled as “fair use.” These tend to be for educational and
nonprofit purposes—situations where there is little or no commercial motive for
using the material and the use of the material won’t interfere with the natural
market for the work being used.

Under the Copyright Act of 1976, an original work of authorship gains copy-
right protection the instant it becomes fixed in a tangible form. This means that
such protection is available for both published and unpublished works. The
protection lasts for:

e the life of the author plus 70 years, or

e 95 years from the date of publication or 120 years from the date of creation,

whichever is shorter, if the author is an employer or commissioner of a
work made for hire, or if the author uses a pseudonym or remains anony-
mous.

In addition to the automatic protection extended a copyright owner by the
law, it is possible to gain crucially important protective benefits in the United
States by placing a proper copyright notice on the work and registering it with
the U.S. Copyright Office. Specifically, such registration is mandatory before a
copyright infringement action can be filed in court. In addition, if the registration
occurs in a timely manner (either within three months of publication or before
the infringing activity begins), it is easier for the copyright owner to prevail in
court and obtain effective relief against infringers.

Related terms: copyright infringement, defined; copyright owner, defined; duration of copyrights;
fair use, defined; timely registration, defined; transfers of copyright ownership, generally.
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Copyright Act of 1909
This federal statute governed copyrights in the U.S. between 1910 and 1978.
Works first published prior to January 1, 1978 are still covered by the 1909 Act,
unless the copyright has expired. The main practical differences between the
1909 Copyright Act and the 1976 Copyright Act (which replaced the 1909 Act)
are:

e The 1909 Act granted protection only to published works. The 1976 Act
extends its protection to both published and unpublished works.

e Protection under the 1909 Act could be permanently lost if even a single
copy was distributed without the proper notice of copyright. The 1976 Act
provided that the absence of a proper notice could be cured under certain
circumstances. Moreover, since March 1989, there is no longer any
requirement for a notice.

Note that GATT (General Agreement on Tariffs and Trade) has restored copy-
right protection for works of foreign authors that fell into the public domain in
the U.S. prior to March 1989 because of faulty notice. These restored copyrights
have the same duration as they would have had if they not been considered to
be in the public domain.

wn
=
S
£

Def

Related terms: common law copyright laws; copyright, explained; Copyright Act of 1976; notice of
copyright; restored copyright under GATT.

Copyright Act of 1976
This comprehensive federal statute governs copyright protection for original
works of authorship created after January 1, 1978. Found in Title 17, United
States Code, Sections 100 and following, the 1976 Copyright Act (as amended
from time to time) is the exclusive source of copyright law in the United States
for works published after January 1, 1978. It preempts (replaces) all state laws
that affect rights covered by this Act.

Related terms: audiovisual works; Copyright Act of 1909; copyright, explained; infringement
action, explained; original work of authorship.

copyright and patent compared
As a general matter, the copyright and patent laws cover entirely different kinds
of items. Copyright law protects all forms of expression fixed in a tangible
medium, but not the underlying ideas. Patents protect ideas that take the form of
useful, novel, and nonobvious inventions—for instance, production methods,
devices, substances, and mechanical processes.
Copyright and patent do intersect, however, in two important areas:
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e Product design. Both copyright and patent may be used to protect a
product’s design, as long as the design does not affect how the product
functions. A design patent is more difficult to obtain than a copyright, but a
design patent offers a broader scope of protection because it embraces the
idea of the design as well as its literal expression. A copyright, however,
only extends to the literal design. Another drawback about copyright law is
that you can only stop those who copy your work; you cannot stop some-
one who independently created the same work. Therefore, in order to stop
a competitor, you’ve got to do some detective work and prove that the
competitor had access to your work and copied it—something that’s not re-
quired under utility or design patent law. On the other hand, copyright pro-
tection lasts for the life of the author, whereas design patent protection lasts
for only 14 years from the date the patent issues. As mentioned, these two
approaches to protecting original designs are not exclusive of each other.
For instance, a truly innovative but functionless design for a computer
might qualify for both copyright protection (as a pictorial, graphic, or
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sculptural work) and for a design patent (as a purely ornamental design of
an article of manufacture).
e Computer software. Both copyright and patent may be used to protect

computer software. A copyright may protect the program’s literal expression
and perhaps its structure, sequence, and organization. A patent may issue
on the program’s innovative approach to solving a particular problem or
producing a particular result in a computer or other type of machine, such
as a robot or remote vehicle. As with designs, patent protection is broader
than that afforded by copyright because the patent creates a monopoly
over the ideas covered by the patent, whereas the copyright only protects
the expression itself. In addition, a copyright owner can only stop someone
who has copied the software. A patent owner can stop anyone who is
making, selling, or using the software, regardless of whether it has been
copied or developed independently.

Related terms: computer software, copyright of; pictorial, graphic, and sculptural works.
See also Part 3 (Patent Law): design patents; software patents.

copyright claimant
A copyright claimant is the party considered to be the basic owner of the copy-
right in a work being registered with the U.S. Copyright Office. The copyright
claimant may be any of the following:
e the actual author of the work
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an employer (also considered the actual author) whose employee created
the work in the scope of employment
a party who commissioned a work made for hire, as defined in the Copy-
right Act (also considered the actual author)
 a party to whom all rights in a work have been assigned, or
a party who has come to own all of the exclusive rights that make up the
copyright.

The name of the copyright claimant must be put in the copyright registration
form filed with the U.S. Copyright Office as part of the registration process.

Related terms: registration of copyright, defined.

copyright infringement, defined
Any unauthorized use of a copyrighted work that violates the copyright owner’s
exclusive rights in the work constitutes an infringement. Common examples of
infringement are:
¢ making unauthorized copies of an original work for commercial purposes
e using a composer’s tune in a song with different words
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e including in a computer program important software subroutines authored
by someone else
e adapting another’s work in one medium (such as a book or play) for use in
another medium (such as a movie or CD-ROM), and
e outright plagiarism of somebody else’s prior original copyrighted work.
Once a copyright owner suspects infringement, the owner may file a lawsuit
against the infringer for damages in a federal court, provided that the copyright
has been registered with the U.S. Copyright Office. An expedited registration
process is available for those who have not previously registered and need to get
into court right away. But the fact that the infringement began before the regis-
tration occurred will diminish the rights and remedies available in court unless
the work was first published less than three months previously.
Whether or not a work will be found to have infringed an earlier copyrighted
work largely depends on three factors:
* Was the first work the subject of a proper copyright? This factor is satisfied
if the first work was independently created, has enough creativity, and is
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fixed in a tangible medium.

* Did the infringer copy the work? In the absence of an admission that copy-
ing occurred, this factor depends on whether the author of the second work
had access to the earlier work and whether there is a substantial similarity
between the two works. The stronger the similarity, the greater the chance
that a court will find that infringement occurred. Generally, a greater
similarity is required for factual or nonfiction works to be considered

infringing than is required for works of fiction.

e Did the infringer improperly use the copied material? The third factor
addresses whether the infringer copied by paraphrasing or by repeating the
expression verbatim, and how much was copied. Again, the key determi-
nation is how substantially similar the two works are. An infringement
might be found based on several paraphrased passages of a few hundred
words each, or just 20 words copied verbatim.

Some courts use a three-step approach to decide whether the substantial
similarity element (in the second factor) has been shown. First, they identify the
aspects of the two works that are subject to copyright protection. Then they
make an objective comparison of these aspects to see how alike they are. If they
are similar enough to warrant a suspicion of infringement, the courts then make
a subjective determination as to whether the works are substantially similar
enough to justify a finding of infringement.
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Below are two examples showing the basic principles involved in copyright
infringement.

EXAMPLE 1: Infringement of the Right to Make Derivative Works. Beverly uses
the computer language BASIC and writes a copyrighted program that gives
legal advice on divorce procedures in Michigan. Jeff, deciding that the
program would sell equally well in Colorado, alters the program to apply
Colorado law and distributes it under his own name. Because in essence Jeff’s
program is a copy of Beverly’s program, he has infringed on Beverly’s exclusive
right (as part of her copyright) to make copies of, and prepare derivative works
from, the original work. However, if Jeff had only borrowed Beverly’s idea and
written his own program covering Colorado divorce law (or even Michigan
divorce law), it would not be a copyright violation. In other words, if Jeff’s
program was not based on Beverly’s (not simply translated or substantially
programmed on the basis of the structure, sequence, and organization of
Beverly’s program), but instead was an independent creation, Jeff will not
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have infringed Beverly’s copyright.
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EXAMPLE 2: Infringement of the Right to Make Copies. Joseph writes a book
on media law which is used widely as a textbook. Peter, a media law teacher,
wants to use the book as a textbook but doesn’t want his students to have to
pay the $30 cover price. Accordingly, Peter makes 25 photocopies of the
book and distributes them to his students for the cost of the copying. Peter has
infringed Joseph’s copyright. Although Peter did not make the copies for per-
sonal profit, Joseph has been deprived of income because of the unauthorized
copying of his book. While the fair use provisions of the Copyright Act of
1976 allows some unauthorized copying for strictly educational purposes,
copying a large portion of a textbook to avoid purchasing it probably exceeds
what is allowed under the fair use doctrine.

Related terms: derivative work; fair use, defined; infringement action, explained; registration of
copyright, defined.

copyright management information, defined
The Digital Millennium Copyright Act of 1998 prohibits the falsification of copy-
right management information and the distribution of such falsified information.
The Act defines copyright management information as: “/(1) The title and other
information identifying the work, including the information set forth on a notice
of copyright. (2) The name of, and other identifying information about, the
author of a work. (3) The name of, and other identifying information about, the
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copyright owner of the work, including the information set forth in a notice of
copyright. (4) With the exception of public performances of works by radio and
television broadcast stations, the name of, and other identifying information about,
a performer whose performance is fixed in a work other than an audiovisual
work. (5) With the exception of public performances of works by radio and
television broadcast stations, in the case of an audiovisual work, the name of,
and other identifying information about, a writer, performer, or director who is
credited in the audiovisual work.”

Related terms: Digital Millennium Copyright Act of 1998; digital rights management.
copyright notice

See notice of copyright.

copyright office
See U.S. Copyright Office.

copyright owner, defined
Under the Copyright Act of 1976, the term “copyright owner” has two distinct
meanings. First, it refers to the person or entity who is listed as the owner in the
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U.S. Copyright Office and on any notice attached to the copyrighted work. This
is either the original author or developer, or a person or entity to whom all rights
under the copyright have been transferred.

Second, “copyright owner” also refers to a person or entity who owns one or
more of the five exclusive rights that make up the whole copyright, and who
therefore has a right to sue infringers of that right. These constituent rights,
which may be separately owned and assigned (sold), consist of the following:

e the right to reproduce (copy) the work
e the right to prepare derivative works

e the right to distribute copies of the work
e the right to perform the work, and
e the right to display the work.

EXAMPLE: June writes a novel and owns the copyright on the expression
contained in it. June grants an exclusive worldwide license (permission) to
Henry to publish and distribute her novel. She also gives Ernest the exclusive
right to prepare a screenplay (a derivative work) based on the novel. Because
these rights are exclusive, both Henry and Ernest are legally considered copy-
right owners.

In addition to separately licensing basic copyright rights, a copyright owner
can separately license subparts of each right.
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EXAMPLE: Vixen Publications purchases the entire copyright in Andrew Fox’s
book Teethmarks before it is written, in exchange for a royalties advance.
Vixen is now the copyright owner and has the right to transfer parts of its
copyright ownership to others. Vixen licenses exclusive German language
book rights to a German publisher, exclusive French language book rights to a
French publisher, and exclusive Russian language book rights to a Russian
publisher. Vixen also licenses exclusive movie rights worldwide to a film
producer and exclusive worldwide electronic publication rights to a CD-ROM
developer. Each of the entities receiving exclusive rights under these licenses
would also be considered a copyright owner.

Although different people or entities can own different rights based on a copy-
right and be considered copyright owners, there is only one actual “copyright.”
Unless the original developer (the author, employer, commissioner of a work
made for hire, or assignee of all rights) transfers all of the five exclusive rights set
out above to one or more parties, that original developer is still considered by
the U.S. Copyright Office to be the copyright owner.
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Related terms: author as owner of copyright; copyright claimant; transfers of copyright ownership,
generally.

copyright protection
See affirmative rights.

copyright registration
See registration of copyright, defined.

copyright registration forms

Forms published by the U.S. Copyright Office must be used to register copyrights
with that agency. The most commonly used forms are Form TX for nondramatic
literary works, including computer programs; Form PA for audiovisual works;
Form VA for graphic art and sculptural works; Form SR for sound recordings;
and Form SE for serials and periodicals. Samples are included in the Forms sec-
tion at the end of the copyright law part of the book. Copyright forms can be
downloaded from the copyright office website (www.copyright.gov).

Related terms: registration of copyright, defined.

copyrighted work
A copyrighted work is any work that is entitled to copyright protection. For
works publicly distributed after March 1, 1989, copyright protection is automati-
cally available to any original work of expression that is fixed in a tangible
medium. Putting a copyright notice on the work and registering it with the U.S.
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Copyright Office afford a copyright owner additional protection, but neither is
required for basic copyright protection.
Related terms: Berne Convention; GATT (General Agreement on Tariffs and Trade); registration of
copyright, defined.
creation of work, when protected by copyright
Under the Copyright Act, the following three rules determine when a work is
first entitled to copyright protection—that is, when it is first “created”:
Rule 1: Creation of a work occurs when it first becomes “fixed” in some
form.
Rule 2: Drafts and other intermediate forms in the development of a work
receive copyright protection just like the underlying work does.
Rule 3: Each new version of an original work is a separate creation.

EXAMPLE: Todd creates complex charts showing the relationships among sci-
entific concepts in different fields. Todd often carries an idea for a particular
chart around in his head for weeks before he jots it down in physical (tangible)
form. Once his idea becomes fixed in a tangible form, whether on paper, pro-
grammed on a computer, or constructed out of plastic or other materials, Todd
has created a work of authorship. Todd typically changes and improves the
physical representation of his original idea. Each new version of Todd’s chart
becomes an original work as of the moment it becomes fixed in a tangible form.
As long as Todd is working on a given chart, he has created only one work de-
spite a number of incremental changes. If, however, Todd produces his chart
both in a print version and in a specially tailored computerized slide show, he
would have two different versions of the same work and could obtain separate
copyright protection for each. Separate copyrights may also be available for
two different charts based on the same idea, regardless of the medium used.
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Related terms: derivative work; fixed in a tangible medium of expression.

Creative Commons
See Copy Left.

credit line
A written acknowledgment of authorship is referred to as a credit line. When
authors give permission for somebody else to use a portion or an entire work,
they commonly condition the permission on including a line crediting the
original author in the new work.

Related terms: attribution.
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criminal copyright infringement
Infringement of a copyright can be treated as a federal crime under the Copy-
right Act (17 United States Code, Section 506) if it is done intentionally and with
full knowledge that an infringement is occurring. As a practical matter, the U.S.
Department of Justice only brings criminal charges against copyright infringers
when a large amount of money is at stake and the purpose of the infringement is
commercial gain.

An infringer who commits one or more infringements during a 180-day period
for “purposes of commercial advantage or private financial gain” can be fined
and imprisoned from one to five years depending upon the value of the infringe-
ments. Repeat violations can result in fines and imprisonment for up to ten
years.

Regardless of whether there is financial gain, an infringer may be liable for

fines and up to three years in jail if the infringement is 10 or more copies of one
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or more copyrighted works which have a total retail value of $2,500. Repeat of-

fenders may be liable for jail time up to six years.
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The government will also prosecute anyone who knowingly and willfully aids
in a criminal infringement. The government will not prosecute innocent infring-
ers, that is, persons who had a good faith reason to believe that copying was

permitted, although those persons can still be subject to a civil law suit.

Willful violators (and those who do it for purposes of financial gain) of the
Digital Millennium Copyright Act may be subject to fines of not more than
$500,000 or imprisonment for not more than five years, or both, for the first of-
fense, and fines of not more than $1,000,000 or imprisonment for not more than
10 years, or both, for any subsequent offense.

customs, preventing importing of infringing works
See importing of infringing works.

cyberspace
See Internet and copyright.

damages for copyright infringement
Money damages in copyright infringement actions are commonly awarded
under three legal theories:
* Actual damages. Also called compensatory damages, this consists of the
dollar amount of any demonstrable loss the owner suffered as a result of
the infringing activity.
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e Profits. This consists of any money made by the infringer as a result of the
infringement. These damages are only awarded if they exceed the amount
of profits lost by the copyright owner as a result of the infringement.

EXAMPLE: A book on self-defense, authored by Susan Lopez, contains a
practical chapter on how to purchase and care for a handgun. Rachel
Sanders also writes a book on self-defense and substantially borrows from
Susan’s chapter on handguns without first obtaining her permission.
Rachel has infringed Susan’s copyright. A court could award Susan actual
damages if Susan proves that she lost sales of her book because people
bought Rachel’s book instead, at least in part because of the handgun
chapter. In addition, the court could award Susan any profits that Rachel
realized from the infringement to the extent such profits exceeded the
amount of Susan’s lost profits.

e Statutory damages. In many copyright cases, both actual damages and
profits are difficult to prove. For that reason, the Copyright Act provides for
statutory damages—that is, damages set by law. However, only a person
who has registered a work with the U.S. Copyright Office before the
infringement (or within three months of publication) may receive statutory
damages. Such a plaintiff in an infringement action may opt for either
actual damages (and the infringer’s profits, if appropriate) or statutory
damages, but not both.

For infringements that can’t clearly be proven as either innocent or
willful, statutory damages may be from $750 to $30,000 per infringement
depending on the circumstances. The amount will depend on the seriousness
of the infringing act and the financial worth of the infringer. On the other
hand, an innocent infringer may have to pay as little as $200, while an
intentional infringer may have to pay as much as $150,000 for a single
infringement of one work.

Related terms: criminal copyright infringement; infringement action, explained; injunctions, copy-
right infringement; innocent infringement of copyright; profits as damages.

dance
See choreography and pantomime.

databases, copyright of

See computer databases, copyright of.
deep linking

See linking.
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defective copyright notice
Until March 1, 1989, works published in the United States needed a copyright
notice for the copyright to remain in force. A defective notice could and did
permanently nullify copyright protection for many works. However, after the
March 1, 1989 date, no notice is required, but only recommended (to give
people notice that the work is protected by copyright).

A correct notice is either the little “©” or the words “Copyright” or “Copr.”
followed by the date and the author’s name. In the case of a sound recording,
the proper symbol is a “P” in a circle (®).

A defective copyright notice might be one with an error in or omission of the
author’s name, the copyright symbol, or the date (an error of more than one year).

Related terms: innocent infringement of copyright; international copyright protection; notice of
copyright; omission of copyright notice.

defenses to copyright infringement
The main defenses to an allegation of copyright infringement are:

e The use was what the courts consider, and the Copyright Act defines as, a
“fair use.” In essence, the use was for a nonprofit or educational purpose,
for a parody, or in a critical commentary.

 The allegedly infringing work was independently created.

¢ The statute of limitations has run (the plaintiff waited too long to file suit—
within three years of discovering the infringement).
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* The work copied was in the public domain.

¢ The use was authorized.

Related terms: authorized use of copyrighted material; fair use, defined; independent creation,
defense to infringement action; innocent infringement of copyright; public domain—copyright
context; statute of limitations.

de minimis, defined
This term is used by the U.S. Copyright Office to characterize changes in an
existing work that are too small to warrant a separate registration. U.S. Copyright
Office regulations allow only one registration per version of a work. If an author
makes several minor changes to a work and tries to register the new version, the
U.S. Copyright Office will consider the changes “de minimis” and reject the
attempted new registration.

The term is also used in copyright litigation. If a court determines that the
infringement is insubstantial, the copying will be excused as de minimis. This is
not a fair use defense; it is a defense based solely upon the inconsequential
amount of infringing material. For example, several photographs appeared
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briefly in the film Seven. A court determined that a lay observer would have
been unable to identify them. Therefore, the momentary use of the photos was
so insubstantial that the copyright was not infringed. (Sandoval v. New Line
Cinema Corp., 2 147 F.3d 215 (2d Cir. 1998).)

Related terms: derivative work; single registration rule.

deposit with U.S. Copyright Office
Part of the copyright registration process requires the deposit of actual copies,
photographs, or other representations of an original work of authorship with the
U.S. Copyright Office. For most categories of published works, it is necessary to
deposit two copies of the work’s best edition. For some types of works, however,
including computer programs, motion pictures, and most unpublished works,
only one copy need be deposited. The form a deposit must take differs according
to the media in question but must generally be sufficient to identify the work be-
ing registered.

Related terms: identifying material, defined; Library of Congress, deposit requirement; registration
of copyright, defined.
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derivative work
A derivative work is one based upon preexisting material to which enough

original creative work has been added so that the new work represents an
original work of authorship. The term (as defined in 17 United States Code, Section
101) encompasses any form into which a work may be recast, transformed, or
adapted. Examples of derivative works are:

e an English translation of a book written in French

e a computer program rewritten in a different programming language

* a movie based on a play or book

e condensed or abridged versions of articles such as those found in

Reader’s Digest

e annotations to literary works (for example, Cliff Notes), and

* ajazz version of a popular tune.

Derivative works may also be fictionalizations, recordings, or even editorial
revisions. Compilations and collective works are not normally considered
derivative works because they are collections of different underlying works,
rather than a new work based upon an original work.

The exclusive right to make derivative works is an important part of the
bundle of rights that make up every copyright. Absent an explicit transfer of this
right by a written license, or by permission from the owner (voluntary or forced
in the case of a compulsory license), no one else can exercise it except for their
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personal use. This rule applies not only in the U.S., but in Turkey, Germany,
Japan, and Australia, all countries that have signed GATT or the Berne or Univer-
sal Copyright Conventions.

EXAMPLE: Joe wants to adapt a popular novel into an interactive computer
program. Because the program will be based on the novel, it will constitute a
derivative work and therefore cannot legally be marketed without permission
from the novel’s copyright owner.

There is often a large gray area where difficulty exists in telling whether or not
subsequent works are derivative of earlier ones.

EXAMPLE: Jack writes a book in English about Ecoterrorists that is similar to
one Luis has written in Spanish but is not, strictly speaking, a translation. Is
this a derivative work? Yes, if the court finds that Jack’s book was “based on”
the Spanish one, and no, if the court finds that Jack’s book was an “independent
creation.” Which of these results will occur depends on the degree of similarity
between the works, whether Jack had access to Luis’s work, the probability of
Jack’s independently creating a similar work, and so on.
Related terms: collective work; copyright, explained; copyright infringement, defined; independent
creation, defense to infringement action.
Digital Millennium Copyright Act
This federal statute addresses a number of copyright issues created by the in-
creasing use of the Internet for commerce in materials protected by copyright.
Because the Digital Millennium Copyright Act (DMCA) is relatively new, it has
recently undergone much interpretation by the courts and by copyright experts.
What has made the DMCA controversial—and why some critics have labelled
it as a para-copyright law—is that it outlaws attempts to get around processes,
methods, or devices that limit copying of copyrighted works. For example, if a
copyright owner installs a digital rights management (DRM) system that limits
copying of a motion picture and a user circumvents the system (even without
copying the underlying movie), a violation of the DMCA has occurred. In short,
the DMCA has made it possible for a person to violate copyright law without in-
fringing a copyright.
The Act has numerous exceptions allowing for override of DRMs, including:
¢ works exempted by the Copyright Office, under rules to be issued in the fu-
ture
e nonprofit libraries, archives, and educational institutions who need to de-
cide whether to add the protected work to their collections
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e reverse engineering for the purpose of determining interoperability (the
ability of computer programs to exchange information, and of such pro-
grams mutually to use the information which has been exchanged)

e |egitimate encryption research

e legitimate security testing

¢ law enforcement and intelligence activities, and

e |egitimate consumer privacy needs (the need to disable the protective de-
vice in order to prevent the unwanted acquisition of personal information
or the tracking of activities on the Internet).

The DMCA also prohibits the production, marketing, or sales of a product or
service designed to circumvent these technological protections. For example,
the movie industry was able to use the DMCA to prohibit circumvention of DVD
technology when it stopped a programmer from distributing a software code de-
signed to decode DVDs and permit their copying. (Universal City Studios Inc. v.
Corley, 273 F.3d 429 (2d Cir. 2001).)

The DMCA also puts restrictions on the import, distribution, and sales of ana-
log video cassette recorders and camcorders that don’t have a certain type of
copy-proof technology.

The DMCA prohibits the falsification of copyright management information
and the distribution of works that contain such falsified information.

The DMCA contains a number of provisions relating to transmission of copy-
righted materials over Internet services providers (ISPs). The DMCA takes ISPs off
the hook for infringement for transient transmissions automatically passing
through their computers. Under its “safe harbor” provisions, the DMCA also al-
lows ISPs to escape liability for infringement regarding more permanent materi-
als if they promptly remove infringing materials upon request. The DMCA sets
up a procedure in case the owner of the removed materials protests. In ex-
change for escaping liability for infringement, service providers must designate
an agent to accept service of legal papers. The DMCA also relieves ISPs from li-
ability for unknowingly linking to a site that does contain infringing material. Fi-
nally, the DMCA authorizes U.S. District Court clerks to issue subpoenas to
service providers requiring them to identify an alleged online infringer.

An example of how a safe harbor was used occurred when America Online
avoided copyright infringement liability for USENET postings in a case involving
famed science fiction writer Harlan Ellison. Ellison discovered that a fan had
scanned many of his short stories and uploaded them to the USENET newsgroup
alt.binaries.e-book. (USENET is an abbreviation of “User Network,” an interna-
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tional message board for members, called peers, whose computers connect to
each other via the Internet.)

Ellison filed suit against the fan and, among others, America Online (AOL), al-
leging copyright infringement. He claimed that AOL was liable because the
newsgroup content was temporarily stored on AOL'’s servers that are accessed
by its many subscribers.

The court concluded that AOL was shielded from liability by the safe harbor
for transitory communications because: (1) it satisfied the threshold requirements
for safe harbor protection discussed above; (2) AOL did not select, modify, ini-
tiate, or direct the uploading of the copied stories or select who would receive
them; and (3) AOL’s storage of USENET messages—including the copied sto-
ries—was transitory and not for longer than necessary to transmit or rout them to
users—this even though the messages were kept on AOL's servers for 14 days.
(Ellison v. Robertson, 189 F.Supp. 2d 1051 (C.D. Cal. 2002).)

The DMCA allows a copy of a computer program to be made for the purpose
of repairing or maintaining a computer. In addition, the DMCA contains new
laws regarding the licensing of motion pictures and phonorecordings and the in-
novative designs of vessel hulls.

Violations of the DMCA can result in civil remedies consisting of injunctive
relief, actual damages, and statutory damages. Repeat violators may be tagged
with treble damages. A willful violation of the DMCA for personal or financial
gain can result in stiff criminal penalties (up to ten years in prison).

The first criminal prosecution under the DMCA occurred when the U.S. gov-
ernment indicted Dmitri Sklyarov for creating and distributing software that
could permit electronic book owners to convert the Adobe e-Book format. A
jury later acquitted Sklyarov of all criminal charges.

One of the most novel attempts at applying the DMCA occurred in 2003 when
a printer manufacturer, Lexmark, sued a rival company, Static Control Compo-
nents, that sold replacement toner cartridges. Lexmark’s printers contained a
software program that read information embedded on a chip in the toner car-
tridge. If the toner wasn’t “authorized” (made by Lexmark or a licensee), the
toner cartridge would not work in the printer. Static Control created Smartek
chips that sent a message to the Lexmark printer authorizing the use of its toner
cartridges. Lexmark argued that the Smartek chips circumvented Lexmark tech-
nology in violation of the DMCA. In March 2003, a district court in Kentucky
agreed with Lexmark and enjoined Static Control from selling its Smartek chip or
incorporating it in cartridges. (Lexmark International Inc. v. Static Control Com-
ponents Inc., 253 F.Supp. 2d 943 (E.D. Ky. March, 2003).) Fortunately, not all
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such extreme applications of the law have been validated. A federal court dis-
missed a case involving garage door openers, in which a company unsuccess-
fully argued that a competitor’s ability to offer universal remote control devices
was prohibited under the DMCA. (Chamberlain Group, Inc. v. Skylink Techs.,
Inc., 292 F. Supp 2d 1040 (N.D. Ill., 2003).)

Related terms: copy left; Internet and copyright; digital rights management; ElcomSoft, U.S.v.

digital rights management (DRM)
A term that encompasses various processes or methods of restricting usage of (or
access to) a copyrighted work. Initially DRM technologies were created solely
for software but since the late 1990s, they have been used in conjunction with
creative works such as music, books, databases, and movies. DRMs are imple-
mented at the discretion of the copyright owner. Cracking, reproducing, or tam-
pering with DRM technologies has resulted in several lawsuits, usually brought
under the Digital Millennium Copyright Act (which prohibits such activities). For
example, the DRM system used on DVDs known as Content Scrambling System
(CSS) was the subject of considerable litigation, as was the DRM system used to
limit copying of Adobe e-Books. Despite claims made by their creators, no DRM
has yet proven uncrackable.
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Related terms: Digital Millennium Copyright Act, Elcomsoft, U.S. v.

display a work, defined
The exclusive right to display an original work of authorship is one of the bundle
of rights that together form the overall copyright. (17 United States Code, Section
101.) The Copyright Act of 1976 defines “display” as: “to show a copy of it,
either directly or by means of a film, slide, television image, or any other device
or process or, in the case of a motion picture or other audiovisual work, to show
individual images nonsequentially” (as in movie previews).

EXAMPLE: Marylou photographs Juan’s copyrighted print for the purpose of
using it in her photography show. Because Juan has the exclusive right to display
his work, Marylou must obtain Juan’s permission before she displays the photo.

This particular copyright right is certain to become increasingly important as
more creative works are put into digital form for display through the Internet and
through the large online services which charge users for the time they spend
viewing displayed materials.

Related terms: copyright, explained.
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dramatic works, copyrights
In the copyright sense, a dramatic work is one that carries a story line and is
intended to be performed before an audience, either directly or through use of a
tangible medium such as paper, film, videotape, or videodisc. Dramatic works
include movies, plays, satires, comedies, and pantomimes. Like other original
works of authorship, they are fully protectable by copyright.

Related terms: original work of authorship.

duration of copyrights
How long a copyright lasts in the U.S. depends on when the work covered by
the copyright was first created or published:

e Works created on or after January 1, 1978. Under the Copyright Act of
1976, copyrights on works created on or after January 1, 1978 last for a
defined period of time. If the “author” is an individual, and the work appears
under that person’s name, the copyright lasts for the life of the author plus
70 years. If the “author” is an employer or the commissioner of a work
made for hire, or uses a pseudonym or remains anonymous, the copyright
lasts for 95 years from the date of publication or 120 years from the date
the work was first created, whichever comes first.

e Works created or published before January 1, 1978. If the work was
published before 1978, the copyright lasts for 95 years from the date of
publication, assuming the copyright was (or is) timely renewed (by filing a
renewal application with the U.S. Copyright Office). The copyright in works
created before 1978 lasts at least to December 31, 2047 if published before
December 31, 2002. All unpublished works created by authors who died
70 or more years ago are now in the public domain in the United States.
This is so whether the author was American or a non-American. Unpub-
lished works made for hire created more than 120 years ago are also in the
U.S. public domain.

Countries that are members of the Berne Convention and countries that have
signed the GATT treaty (which requires its members to honor the Berne
Convention’s copyright protection standards) extend copyright protection for the
life of the author plus a minimum of 50 years. The countries in the European
Union also extend copyright protection for the life of the author plus 70 years.

The value of works such as books, films, art, and songs (that is, their ability to
generate copyright fees) may last well beyond the term of the copyright, in
which case the author’s inheritors are out of luck. On the other hand, computer-
related works seem likely to be more short-lived, so copyright protection will
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probably last for more than enough time to protect them for their entire
commercial life expectancy.

Related terms: GATT (General Agreement on Tariffs and Trade); international copyright protection;
work made for hire, defined; Sonny Bono Copyright Term Extension Act; Eldred v. Ashcroft.

Below is a chart which shows the duration of copyrights for different publishing
dates.

Copyright Duration Chart

Date and Nature of Work Copyright Terms

Published before 1923

Published 1923-1963 and
never renewed

Published 1923-1963 and
timely renewed

Published between 1964-1977

Created 1978 or later
(whether or not published)

Created, but not published or
registered, before 1978

The work is in the public domain.

The work is in the public domain.

95 years from the date of first publication.

95 years from the date of publication (renewal
term automatic).

Single term of life plus 70 years (but if work is
made for hire or anonymous or pseudonymous,
95 years from the date of publication or 120
years from date of creation, whichever ends first).

Single term of at least life plus 70 years (but expired
if work remained unpublished as of December 31,
2002). If work is published before December 31, 2002,
copyright lasts at least to December 31, 2047.

Reprinted with permission from The Copyright Handbook, by Stephen Fishman (Nolo).

ElcomSoft, U.S. v.

The first criminal prosecution under the DMCA occurred in 2001 when pro-

grammer Dmitri Sklyarov was indicted by the U.S. government for creating and
distributing software that permitted owners of electronic books in Adobe soft-
ware format to copy and use the books without restrictions. The government al-
leged Sklyarov’s software violated the DMCA’s prohibition on making or selling
devices whose primary purpose is to disable copyright protections. Initially,
Adobe supported the prosecution but later backed away because of public out-


http://www.nolo.com/lawstore/products/product.cfm/ObjectID/6F6528E2-0A62-45E1-9C8C05F14A0D63CA

COPYRIGHT LAW: DEFINITIONS @

cry from the “open source” movement. At trial, a jury—convinced that
Sklyarov’s actions weren’t willful—acquitted him of all charges.

One result of the case was that the trial judge issued a pretrial ruling that the
DMCA “imposes a blanket ban on trafficking in or the marketing of any device
that circumvents use restrictions.” In other words, it doesn’t matter if Sklyarov’s
software was used solely to permit users to perform legal functions with elec-
tronic books—for example, to copy public domain materials, to use materials
under fair use rules, to make a backup copy, or to print the e-book in paper
form. If his software circumvented copy protection, it violated the DMCA. (U.S.
v. ElcomSoft, 62 U.S.P.Q. 2d. (BNA) 1736 (N.D. Cal. 2002).)

Related terms: copy left; Digital Millennium Copyright Act; digital rights management.

Eldred v. Ashcroft
During the past four decades, Congress has extended copyright terms eleven
times. After the Sonny Bono Copyright Term Extension Act added a 20-year term
extension, Eric Eldred and other users of public domain commercial materials
sued, claiming that Congress’s continual extensions of the copyright term vio-
lated the Constitution. In 2003, the U.S. Supreme Court disagreed and ruled the
20-year copyright extension did not violate the U.S. Constitution. (Eldred v.
Ashcroft, 123 S.Ct. 769 (2003).)

wn
=
S
£

Def

Related terms: copy left; duration of copyright; Sonny Bono Copyright Term Extension Act.

end-user license (aka EULA, shrinkwrap or clickwrap agreement)
Copyright owners, particularly software and website publishers, often want to
limit how purchasers use their products and services. For example, a software
maker may insist that customers only use its program for personal, not commer-
cial, purposes. To impose these restrictions, most publishers employ a contract
known as an end-user license agreement (EULA).

Some EULAs are known as “shrinkwrap licenses” because—at least in the early
days of software production—the user would consent to the EULA (visible on the
back of the package) by breaking the box’s shrinkwrap. A user who proceeds to
use the program is deemed to accept the terms. A user who doesn’t want to ac-
cept the terms can return the program to the manufacturer for a refund.

Another type of EULA is known as a “clickwrap agreement,” since the user
must click to accept the conditions before accessing a website or using software.

Initially, there was doubt as to whether EULAs could be enforced in court, es-
pecially if the provisions were inconsistent with the Copyright Act. The reason
for doubt is because the typical EULA isn’t negotiated between seller and pur-
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chaser at the time of sale, and so the purchaser shouldn’t be held to its terms, es-
pecially if the user must waive rights under the Copyright Act. For example,
some licenses may prohibit the user from copying the software, even though the
Copyright Act permits the purchaser to make an archival copy.

In 1996, a federal Court of Appeal ruled that shrinkwrap licenses are valid as
long as a user who disagrees with the terms can return the product for a refund.
The court also ruled that a license restricting rights that a purchaser would have
otherwise had under the Copyright Act is legal. (ProCD v. Zeidenberg, 86 F.3d
1447 (7th Cir. 1996).)

The same is true for clickwrap agreements: “clickwrap license agreements are
an appropriate way to form contracts.” (i.Lan Systems Inc. v. Netscout Service
Level Corp., 183 F. Supp. 2d 328 (D. Mass. 2002).) In a case involving America
Online, a court upheld a clickwrap agreement between AOL and a Massachu-
setts man requiring that legal disputes with AOL be settled in Virginia. (Hughes
v. AOL, 2002 U.S. Dist. LEXIS 9569 (D. Mass 2002).)

A EULA was not effective in a case involving the Adobe Software company. In
2001, a federal court ruled that, despite the language of an Adobe license agree-
ment, the purchaser of a bundle of Adobe software programs could resell the in-
dividual components (separate programs on CDs). (Softman Products Co. LLC v.
Adobe Systems Inc., 171 F.Supp. 2d 1075 (C.D. Cal. 2001).) The district court in
that case determined that Adobe had sold, rather than licensed, its products to
distributors, permitting the resale of the components under the first sale doctrine.

In 2000 federal legislation was enacted—the Electronic Signatures in Global
and International Commerce Act—which helped remove some of the uncer-
tainty that previously plagued e-contracts and prevented a contract from being
challenged simply because it was created electronically. Some proponents of
software licenses urged passage of the Uniform Computer Information Transac-
tion Act (UCITA), a proposed law that would legitimize all software licenses.
However, as of 2004, UCITA has been adopted in only two states, Virginia and
Maryland, and it has been virtually ignored as a potential for license enforce-
ment.

In 2002, the New York attorney general filed suit against Nework Associates, a
software company, claiming that provisions of its EULA censored speech and
prevented free discussion. Network Associates provided a EULA prohibiting any
reviewing or testing of its software without permission. When a computer maga-
zine published an unfavorable review, Network Associates sued for breach of
the EULA.
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Another company, as a condition of its EULA, prohibited reverse engineering
of its software. To the dismay of software programmers, a federal court upheld
this provision. (Bowers v. Baystate Technologies, Inc. 2003 U.S. App. LEXIS
1423 (Fed. Cir. 2003).)

Even more disconcerting for many scholars and consumers was the introduc-
tion of nonsoftware EULAs. For example, a book publisher used a shrinkwrap
agreement to prohibit the resale of books. A museum required viewers to waive
the right to claim fair use when copying material from its website. (Both of these
rights—resale and fair use—are permitted under the Copyright Act.)

Related terms: computer software, copyright of; licensing of copyrights; UCITA.

ephemeral recording
Under some circumstances, the Copyright Act permits making copies of works
for purposes of later transmission. For example, a disc jockey is permitted to
copy a song from compact disc to tape in order to prepare a radio broadcast.
These ephemeral recordings are commonly used in radio, cable, and Internet
broadcasting.
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exclusive copyright rights
The entire bundle of rights that a copyright owner is exclusively entitled to
exercise under the copyright laws. These rights consists of:
e the right to reproduce (copy) the work

e the right to prepare derivative works

e the right to distribute copies of the work
e the right to perform the work, and

e the right to display the work.

Related terms: copyright, explained; exclusive license, defined; infringement action, explained.

exclusive license, defined
An exclusive license, which must be in writing, is a valid contract in which a
copyright owner authorizes another person or entity (called the licensee) to
exclusively exercise one or more of the rights (or portion of such rights) that
belong to the copyright owner under the copyright. The licensee is said to
“own” the rights granted in the license and is often referred to as a “copyright
owner.”

EXAMPLE: Jeanette Pulaski, a U.S. author, publishes a successful cookbook
specializing in East African recipes. Aaron Smith believes the book will sell
well in other countries and approaches Jeanette for permission to sell it on the
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international market. Jeanette may choose to grant Aaron an exclusive license
to copy, distribute, and translate (prepare derivative works from) the book for
marketing in all countries outside of the U.S. She might, instead, license Aaron
to market the book only in one or a few countries—for example, France, the
Canadian province of Quebec, and all Caribbean and African countries where
French is a primary language. In addition to foreign rights, Jeanette is interested
in finding someone to help her market the book to cooking stores within the
U.S. To reach this market, she grants an exclusive license to a cookware whole-
saler. Finally, she exclusively licenses a cookbook publisher to publish and dis-
tribute the book to the book trade (exclusive of cooking stores) in the U.S.

Under an exclusive license, the licensee as a “copyright owner” has the right
to file an infringement action in court to stop all infringing activities, assuming
that the copyright was properly registered and the license was recorded with the
U.S. Copyright Office.

Related terms: copyright owner, defined; transfers of copyright ownership, generally.
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expedited registration
The U.S. Copyright Office has a special procedure to quickly register a work if a
copyright owner needs the registration to pursue a copyright infringement action
in federal court (no action may be filed without first registering the copyright).
Expedited registration—called “special handling” by the U.S. Copyright Office—
costs an additional $580 (as of March 2004).

Related terms: copyright infringement, defined; infringement action, explained.

expression, protection of, under copyright law
See copyright, explained; original work of authorship.

factual works, defined
Factual works are those that legitimately may be classified as nonfiction. Histories,
instruction manuals, trade catalogs, travel guides, and biographies are all ex-
amples of factual works. Under copyright law, factual works receive less protec-
tion than works of fiction because the underlying facts are legally considered to
be in the public domain. Therefore, factual works do not contain as much
protectable material as fictional works.

EXAMPLE: Tim writes a travel book on the Comoros Islands, a small island
country off the east coast of Africa. In this book, he catalogs all the usual
items, including lodging, tourist sites, and food. A year later, Alice publishes a
competing book that contains much of the same information plus some addi-



COPYRIGHT LAW: DEFINITIONS @

tional facts about the Comorean political system. Tim writes Alice, accusing
her of copyright infringement. Alice responds that she used Tim’s book to visit
the Comoros and that since his facts were remarkably accurate, she had no
choice but to include them in her book. Because facts such as those found in
Alice’s and Tim’s books are in the public domain, Alice has not infringed
Tim'’s copyright.

Related terms: Feist Publications Inc. v. Rural Telephone Service Co.; merger doctrine.

failure to deposit work
To properly register a copyright with the U.S. Copyright Office, the registrant
must deposit one or more copies of the underlying work. Failure to deposit
within three months after a demand for the deposit is made by the Registrar of
Copyrights will require the owner to forfeit the copyright application fee and
reapply. In that case, the owner will not be entitled to the original filing date.
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Related terms: copyright infringement, defined; registration of copyright, defined.

fair use, defined

Def

Certain uses of a work protected by copyright do not require permission of the
copyright owner when done for essentially noncommercial reasons.

The Copyright Act of 1976, as amended in 1992, authorizes any person to
make “fair use” of a published or unpublished copyrighted work—including the
making of unauthorized copies—in these contexts:

e in connection with criticism of or comment on the work
e in the course of news reporting

e for teaching purposes, or
e as part of scholarship or research activity.

As a practical matter, fair use is primarily an affirmative defense to a claim of
copyright infringement—that is, the defense is that even if infringement oc-
curred, there is no liability, because the infringing activity was excusable as a
fair use of the original work.

Whether or not a particular instance of copying without permission qualifies
as a fair use is decided on a case-by-case basis and depends on four basic
factors. These are:

e the purpose and character of the use, including whether such use is of a
commercial nature or for nonprofit, educational purposes

e the nature of the copyrighted work

¢ the amount and substantiality of the portion used in relation to the copy-
righted work as a whole, and
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e the effect of the use upon the potential market for, or value of, the copy-
righted work.

Below we examine each of these factors separately. Note that when we use
the term “defendant” we are referring to the person accused of infringement.

The first factor is considered the most important and requires an analysis as to
whether the use is transformative. That is, did the defendant change the original
by adding new expression or meaning? Did the defendant add value to the
original by creating new information, new aesthetics, new insights and under-
standings? If the use was transformative, this weighs in favor of a fair use finding.
In a parody, for example, the parodist transforms the original by holding it up to
ridicule. The brief use of photographs in a film was considered to be transformative
because the images were used in furtherance of the creation of a distinct aes-
thetic and overall mood. The defendant’s work doesn’t have to transform the
original work’s expression as long as the purpose is transformative, for example,
scholarship, research, education, or commentary.

When considering the second factor—nature of the copyrighted work—a court
will generally consider whether the work being copied is informational or enter-
taining in nature. As the Supreme Court indicated, “copying a news broadcast
may have a stronger claim to fair use than copying a motion picture.” Why?
Because copying from informational works such as scholarly, scientific, or news
journals encourages the free spread of ideas and encourages the creation of new
scientific or educational works, all of which benefits the public. In addition, a
defendant has a stronger case of fair use if material is copied from a published
work rather than an unpublished work. The scope of fair use is narrower with
respect to unpublished works because of the author’s right to control the first
public appearance of his expression.

As for the third factor—amount and substantiality of portion used—the more
that is taken from a work, the more difficult it becomes to justify it as a fair use.
For example, in one case the court found that copying more than half of an
unpublished manuscript was not considered a fair use. When considering the
amount and substantiality of the portion taken, the court considers not just the
quantity of the material taken but the quality of the material taken. Determinations
regarding “quality” or “substantiality” are subjective and may be difficult to
reconcile. For example, the copying of 1T minute and 15 seconds of a 72-minute
Charlie Chaplin film, used in a news report about the comedian’s death, was
considered substantial and not a fair use. However, in another case, the court
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determined that copying 41 seconds from a boxing match film was not substan-
tial and permitted it as a fair use in a movie biography of Muhammed Ali.

In certain rare cases, copying of a complete work may be considered a fair
use. (Universal City Studios v. Sony Corp., 464 U.S. 417 (1984).) For example,
the Supreme Court in the Sony case permitted the off-the-air copying of

complete television programs by consumers who owned video recorders (VCRs).

As for the fourth factor—effect of the use on the potential market—a judge
must consider the effect on the actual and potential market for the copyrighted
work. This consideration goes beyond the past intentions of the author or the
means by which the author is currently exploiting the work. For example, in one
case a photograph was adapted into a wood sculpture without the authorization
of the photographer. The fact that the photographer never considered converting
the photograph into a sculpture was irrelevant. What mattered was that the
potential market existed as demonstrated by the fact that the defendant earned
hundreds of thousands of dollars selling such sculptures.

Some uses are not considered to undermine the potential market. Copying a
magazine cover for purposes of a comparative advertisement is a fair use,
because the comparative advertisement does not undermine the sales or need
for the magazine. Similarly, a court found that the appearance of a poster in the
background of a television series for less than 30 seconds did not harm the
potential market for the poster.

Similarly, a court held that a search engine’s practice of creating small repro-
ductions (“thumbnails”) of images and placing them on its own website (known
as “inlining”) did not undermine the potential market for the sale or licensing of
those images. One of the reasons for this fair use ruling was that the thumbnails
were much smaller and of much poorer quality than the original photos and
served to index the images and help the public access them. (Kelly v. Arriba Soft
Corp., 336 F.3d 811 (9th Cir. 2003).)

In addition to these four fair use factors, a court may consider other factors, if
relevant. The drafters of the Copyright Act of 1976 were careful to advise that
the four fair use factors were intended only as a guideline and the courts are free
to adapt the doctrine to particular situations on a case-by-case basis.

A thorough and current source of fair use information is the Copyright & Fair
Use site (http:/fairuse.standford.edu) operated by the Stanford University Librar-
ies.

Related terms: copyright infringement, defined; infringement action, explained; published work,
defined; inlining.
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false representation in copyright registration application
A deliberate lie on a copyright registration form, such as a false statement that
no preexisting works are included in the work being registered, may invalidate
the legal effect and benefits of the registration. On the other hand, an innocent
mistake should not invalidate the registration if the copyright owner makes
timely moves to correct it.

Related terms: supplemental registration.

Feist Publications Inc. v. Rural Telephone Service Co.
In this court case, a publisher of a residential telephone directory sued a
competitor who had copied the directory verbatim. The Supreme Court ruled
that the original phone directory was not protected under copyright because:
e |t consisted of facts in the public domain (the residence and phone number
of each person listed in the directory).
e The information was not arranged in a creative manner (the listings were in
alphabetical order).
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Although Feist argued that it wasn't fair to allow a competitor to capitalize on
the labor and expense that had gone into the original directory, the Supreme
Court ruled that copyright only protects original expression, not labor and
expense. (Feist Publications Inc. v. Rural Telephone Service Co., 111 S.Ct. 1282
(1991).)

Related terms: compilations; computer databases, copyright of.

filtration test for determining substantial similarity
See Computer Associates Int’l v. Altai.

first sale doctrine

Under the Copyright Act of 1976, the purchaser of a legal copy of a copyrighted
work is generally entitled to treat that copy in any way he or she desires, as long
as the copyright owner’s exclusive copyright rights are not infringed. This means
the copy can be destroyed, sold, given away, or rented. A common example is
the rental of movie videos, where the store purchasing the videotapes is entitled
to rent them out without paying any royalties to the owner of the copyright
rights in the movie. If, however, the store made additional copies of the movie
and also rented them out, the underlying copyright would be infringed. The term
“first sale doctrine” comes from the fact that the copyright owner maintains
control over a specific copy only until it is first sold.

As with many areas of copyright law, there is some confusion as to the bound-
aries of the first sale doctrine. Two cases involving the framing of artwork seem
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to have arrived at different results. In one case, a company purchased a book of
prints by the painter Patrick Nagel and cut out the individual images in the book
and mounted them in frames for resale. The Ninth Circuit Court of Appeals in
California held that this practice was an infringement and was not permitted un-
der the first sale doctrine. (Mirage Editions, Inc. v. Albuquerque A.R.T. Co., 856
F.2d 1341 (1988). A similar result was reached in Greenwich Workshop Inc. v.
Timber Creations, Inc., 932 F.Supp. 1210 (C.D. Cal. 1996).)

In a different case, however, a company purchased notecards and mounted
them on tiles. A federal court in lllinois determined that this practice was not an
infringement and was permitted under the first sale doctrine. (Lee v. Deck the
Walls, Inc., 925 F.Supp. 576 (N.D. 1ll. 1996). The same result occurred in C.M.
Paula Co. v. Logan, 355 F.Supp. 189 (D.C. Texas 1973).) Under these rulings, a
person in California cannot mount individual images from an art book, while a

person in lllinois can mount individual notecards. Should it matter whether the
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object that is mounted is from an art book or from a note card? In the California
case, the justices felt that mounting the Nagel images separately created a de-
rivative work. In the Illinois case, the judge did not believe that mounting an im-

Def

age on a tile created a derivative work since the image was not altered or
modified.

Another first sale decision added some confusion regarding the rights of soft-
ware companies. A federal court ruled that the purchaser of a bundle of software
programs could resell the individual components (separate programs on CDs).
(Softman Products Co. LLC v. Adobe Systems Inc., 171 F.Supp. 2d 1075 (C.D.
Cal. 2001).)

There are exceptions to the first sale doctrine. As a result of lobbying by the
computer and music industries, the rental of computer programs and sound
recordings is prohibited. It is also not permissible under the first sale doctrine to
destroy a fine art or photographic work that meets the requirements of the Visual
Artists Rights Act (for example, signed and numbered photographs created in
limited editions of 200 or fewer copies).

Related terms: end-user license; work of visual art.

fixed in a tangible medium of expression
In the U.S. and most other countries, an original work of authorship first
qualifies for copyright protection when it is reduced to some physical form or
representation—that is, when it is fixed in a tangible medium of expression.
Under the Copyright Act of 1976, a work is considered fixed in a tangible
medium of expression when “its embodiment in a copy or phonorecord, by or
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under the authority of the author, is sufficiently permanent or stable to permit it
to be perceived, reproduced, or otherwise communicated for a period of more
than transitory duration.”

When a computer program is first reduced to paper or electronic patterns on a
disk, it becomes fixed in a tangible medium of expression and is protected under
the copyright laws. Similarly, when a song is recorded, a holograph photo-
graphed, a movie filmed, a video game recorded on tape, or an ornamental
design molded, each is fixed in a tangible medium of expression and protected
by copyright.

A work consisting of sounds, images, or both that is being transmitted live is
considered “fixed” if some record of the work is being made simultaneously
with its transmission. A live transmission of a baseball game is therefore subject
to copyright protection at the instant of transmission, because the images being
broadcast are also captured on videotape or sound recording.

Although copyright protection arises the instant a work becomes fixed, many
countries, including the U.S., allow the copyright owner to take additional steps
to strengthen this protection, such as including a correct notice of copyright and
registering the copyright with a government agency.

Related terms: copyright, explained; international copyright protection; registration of copyright,
defined.

flow charts, registration of
Flow charts that constitute original works of authorship qualify for copyright pro-
tection and may be registered with the U.S. Copyright Office. When registering
flow charts, it is necessary to determine whether a Form TX or a Form VA is
more appropriate. Form TX (for nondramatic literary works) is used for flow
charts that communicate information primarily through text. Form VA (for visual
arts works) is used for charts that communicate information primarily through a
graphic arrangement of symbols and boxes.

Related terms: Form TX, described; Form VA, described; registration of copyright, defined.

Form CA, described
The U.S. Copyright Office requires Form CA for supplemental registrations,
including the correction of errors.

Related terms: registration of copyright, defined; supplemental registration; U.S. Copyright Office.
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Form PA, described
The U.S. Copyright Office requires Form PA to register all works involving the
performing arts, including dramatic works, audiovisual works (such as movies,
audio tapes, and training films), and CD-ROM-based multimedia products that
feature a graphical user interface. Samples of this and other copyright registration
forms are in the Forms section at the end of this part of the book.

Def

Related terms: musical works and copyright protection; registration of copyright, defined; U.S.
Copyright Office.

Form RE, described
The U.S. Copyright Office requires Form RE to renew copyrights on works first
published prior to January 1, 1978.

Related terms: duration of copyrights; registration of copyright, defined; U.S. Copyright Office.

Form SE (short, regular, and group), described
The U.S. Copyright Office provides several versions of the SE form for the
registration of works consisting of newspapers, serials, or periodicals, such as
magazines. Which form to use depends on a number of factors, including the
number of items to be registered, the period of time for which the items are to
be registered, and whether the constituent parts of the items are works made for
hire.

Related terms: registration of copyright, defined; U.S. Copyright Office.
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Form SR, described
The U.S. Copyright Office requires Form SR to register published and unpublished
sound recordings.

Related terms: musical works and copyright protection; registration of copyright, defined; U.S.
Copyright Office.

Form TX, described
The U.S. Copyright Office requires Form TX to register all works classified as
literary and nondramatic. These include books, poems, computer programs and
documentation, essays, and articles. Samples of this and other copyright registra-
tion forms are in the Forms section at the end of this part of the book.

Related terms: registration of copyright, defined; U.S. Copyright Office.

Form VA, described
The U.S. Copyright Office requires Form VA to register all sculptural or graphic
works, such as paintings, photographs, and designs. Samples of this and other

copyright registration forms are in the Forms section at the end of this part of the
book.

Related terms: pictorial, graphic, and sculptural works; registration of copyright, defined; U.S.
Copyright Office.

framing

Framing occurs when one website displays a Web page of another company
within a bordered area on its own site (similar to the “picture-in-picture” feature
offered on some televisions). For example, when a user enters a search engine
request, the search engine might display the contents of an online store within
the search engine’s website, framed by the search engine’s text and logos. When
a website is framed within another website, the URL or domain name of the website
within the frame is not displayed, and users are not able to bookmark the site.

Framing may trigger a dispute under copyright and trademark law theories
because a framed site arguably alters the appearance of the content and creates
the impression that its owner endorses or voluntarily chooses to associate with
the framer. In a 1997 lawsuit, TotalNEWS was sued by news providers for fram-
ing news content from media outlets such as CNN, USA Today, and Time. For
example, the content of a CNN Web page appeared within a frame packed with
advertising and information about TotaNEWS. The lawsuit settled and
TotaINEWS agreed to stop framing and to use text-only links.

A subsequent court fight involving two dental websites also failed to fully
resolve the issue. Applied Anagramic, Inc., a dental services website, framed the
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content of a competing site. The frames included information about Applied
Anagramic as well as its trademark and links to all of its Web pages. A federal
district court ruled that a website containing a link that reproduced Web pages
within a frame may constitute an infringing derivative work. The court reasoned
that the addition of the frame modified the appearance of the linked site and
such modifications could, without authorization, amount to infringement.
(Futuredontics Inc. v. Applied Anagramic Inc., 46 U.S.P.Q. 2d 2005 (C.D.
Cal.1997).)

Related terms: Internet and copyright; Digital Millennium Copyright Act; linking; inlining.

freedom of speech and copyright protection
The First Amendment to the U.S. Constitution prohibits the government from
placing restrictions on a person’s freedom of speech, except in certain situations.
One exception is found in the copyright laws, which prohibit speech that would
infringe on somebody’s copyright. For example, a court can issue an injunction
to prevent the publication of material that would damage a copyright owner by
infringing on a copyright.

But this protection is not absolute. Educators, news reporters, and scholars can
invoke the statutory defense of fair use when they use small amounts of copy-
righted material as part of teaching, criticizing, or commenting on the copy-
righted material.

Related terms: fair use, defined.

GATT (General Agreement on Tariffs and Trade)
Commonly known as GATT, the General Agreement on Tariffs and Trade is a
comprehensive free-trade treaty signed by 117 nations, including almost every
developed country. GATT created an international regulatory body known as the
World Trade Organization (WTO) to enforce compliance with the agreement.

GATT becomes effective in different countries at different times, depending on
when they enact it and the strength of their economies. For instance, GATT's
effective date in the U.S. was January 1, 1996, whereas the former Soviet Union
and Warsaw Pact members had to comply beginning in 2000 and the least
developed countries will have until 2006.

The part of GATT that affects copyright law (and other forms of intellectual
property) is contained in a special agreement known as Trade Related Aspects of
Intellectual Property Rights (TRIPS for short). Probably the most important provision
of the TRIPS agreement is that all members of GATT must now adhere to the
Berne Convention (except for the Berne requirement that moral rights be
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respected), even if they haven’t signed it. This means that 12 countries that were
not members of the Berne Convention—including Haiti, Indonesia, Kuwait,
Malaysia, and some of the countries of the former Soviet Union—now agree to
offer basic copyright protection under that treaty because of their GATT
membership.

Other important GATT provisions applicable to all members include:

e Live musical performances must be protected from unauthorized distribution
(bootlegging) through the means of fixing the performance in a tangible
medium (tape, video, and so on) or communicating the performance to the
public by wireless means.

e Computer programs are to be treated as literary works under the Berne
Convention.

* Works by foreign authors that entered the public domain in the U.S.
because of their failure to comply with U.S notice requirements in effect
prior to March 1989 are to have restored copyright protection.

e Substantive penalties for copyright infringement are to be provided, including
injunctive relief that prevents further infringement and adequate monetary
damages for past infringement.
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* Members must implement procedures that stop infringing materials from
crossing the borders of other member countries.

¢ Software copyright owners may prevent the commercial rental of their
protected works.

Related terms: Berne Convention; international copyright protection; restored copyright under
GATT; Universal Copyright Convention (U.C.C.).

grant of rights
When an author assigns all copyright rights to his or her publisher in advance of
publication, in exchange for future royalties or other payment, the phrase
commonly used is “grant of rights.”

Related terms: assignment of copyright; transfers of copyright ownership, generally.

graphic and pictorial works
See pictorial, graphic, and sculptural works.

HTML
HTML (Hypertext Markup Language) is a collection of computer symbols and
codes that are used to create documents that can be displayed on the Internet.
HTML works in conjunction with a Web browser—a software program such as
Opera or Internet Explorer that allows users to surf the Internet.
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ideas, not protected under copyright
Ideas as such are not protected through the copyright process. Only the actual
expression of an idea is subject to copyright protection.

EXAMPLE: Janice authors a new computer program that permits a homemaker
to keep a running inventory of household goods. If Kim likes the idea and in-
dependently writes a competing program, no copyright infringement has oc-
curred because Kim copied Janice’s idea, but not the expressive aspect of the
program.

Other legal doctrines, such as patent law and trade secret law, are available to
protect some ideas in certain contexts. For example, an idea that adds to a
business’s competitive position and is not generally known or used in the trade
may be treated as a trade secret, and others may be prevented from disclosing or

using it without permission. Similarly, an idea may qualify for protection as a
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utility patent if it is novel, nonobvious, and useful and has either been reduced

to practice (that is, demonstrated to work) or has been adequately described in a

Def

patent application. An idea for a design may also qualify for a patent if it is for a
nonfunctional ornamental design of a manufactured product.

Related terms: copyright and patent compared.
See also Part 1 (Trade Secret Law): ideas as trade secrets; idea submission.

identifying material, defined

To register a copyright, it generally is necessary to deposit at least one, and often

two, complete copies of the work with the U.S. Copyright Office. However,

some kinds of works (for instance, holographs and virtual reality scenarios) are
not easy to deposit. In other cases, the author may wish to maintain certain
ideas as trade secrets and fears their disclosure if a true or complete copy of the
work is to be deposited.

To accommodate the needs of registrants in these types of situations, the U.S.
Copyright Office will accept a deposit of only a portion of the work or a repre-
sentation of the entire work. The portion deposited is labeled as “identifying
material” in order to satisfy the deposit requirement in the copyright law.

Examples of identifying material include photographic prints, transparencies,
photostats, drawings, or similar two-dimensional reproductions visible without
the aid of a machine.

To deposit computer software, the U.S. Copyright Office will accept the first
and last 25 pages of a program as identifying material, if the program runs
beyond 50 pages. For databases, identifying material consists of a portion of
each file in the database.
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In addition to these rules, the U.S. Copyright Office is willing to provide
special relief for individual deposits on a case-by-case basis. For instance, if a
software developer wants to deposit source code but doesn’t want to disclose
certain trade secrets, the U.S. Copyright Office will allow the developer to black
out certain portions of the code so that it cannot easily be understood and
copied by potential infringers. Deposits accomplished under the special relief
doctrine are also considered to be “identifying material.”

Related terms: deposit with U.S. Copyright Office; object code, copyrights; source code, copy-
rights; special relief, defined.

importing of infringing works
U.S. copyright and customs laws authorize the U.S. Customs Service to prevent
material that infringes a U.S. copyright from entering the U.S. Under GATT, all
member countries are supposed to enact a similar procedure.

In the U.S., the procedure is supposed to work like this: The copyright owner
records his or her work with the U.S. Customs Service. Any imported copies that
are the same as or highly similar to the recorded works are temporarily seized.
The copyright owner is informed of the seizure and provided time in which to
obtain a court order barring the materials from being imported to the U.S.

As a practical matter, this remedy is seldom used, due to the inability of the
Customs Service to check imports carefully against recorded copyrights. How-
ever, Customs will act if alerted by the copyright owner.

The U.S. customs law also authorizes copyright owners to file a complaint
with the International Trade Commission to have infringing works excluded
from the U.S. on the ground their importation would constitute an unfair method
of competition.

Related terms: international copyright protection; international rules on notice of copyright.

indecent or immoral works, not protected
Copyright protection is not available for works that a court or the U.S. Copyright
Office deems to be indecent or immoral. Although in the past the U.S. Copyright
Office was commonly willing to reject registration of works on these grounds,
the tendency now is to accept registration for even fairly explicit material and to
let the courts decide the issue if anyone objects.

independent creation, defense to infringement action
When an author independently creates a work, it is considered original, even
though it may be highly similar to another work created by someone else.
Accordingly, if a defendant in an infringement lawsuit can prove independent



COPYRIGHT LAW: DEFINITIONS @

creation, the infringement action will fail, even if the plaintiffs have proved the
necessary elements for infringement (substantial similarity and access).

Although some situations are relatively clear-cut, there is also a large gray area
where it is difficult to tell whether subsequent works are independent creations
or derivatives of earlier ones. In the latter case, permission to use the earlier
work would be required.

EXAMPLE: Tim writes a book in English that is similar to one Antoine has
written in French, but it is not, strictly speaking, a translation. Is this an inde-
pendent creation? No, if the court finds that Tim’s book was based on the
French one, and yes, if the court finds that Tim’s book was created without
relying on or borrowing from Antoine’s book. Which of these results will
occur depends on the degree of similarity between the works, whether Tim
had access to Antoine’s work, and the probability of Tim’s independently
creating a similar work.

Determining whether a work is an independent creation or a derivative work

is especially difficult in the cases of:

e Computer graphics. Expression can easily be reduced to digital form,
allowing incremental modifications (called “morphing” in the case of
moving images) to be made easily, with the result that one expression can
be transformed into another without a clear line of demarcation.

e Musical sampling. Sounds can be digitally captured and then modified and
mixed to a point that the result has very little resemblance to any of the
original material.

Related terms: based on an earlier work; copyright, explained; copyright infringement, defined;
derivative work.

information in public domain
See public domain—copyright context.

infringement action, explained

A lawsuit brought against someone who uses a copyrighted expression without
permission is commonly known as an infringement action. Under the Copyright
Act, a copyright owner is entitled to file an infringement action in federal court
against a person who, without proper authorization of the owner:

¢ makes copies of a copyrighted work

e prepares derivative works from a copyrighted work

e distributes copies of a copyrighted work
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e displays a work protected by copyright, or
¢ performs any original work of authorship protected by the copyright.

To prevail in an infringement action, a plaintiff (copyright owner) must
establish that copying occurred. Because direct evidence of copying is almost
never available, the plaintiff usually must establish that the infringing work is
substantially similar to the infringed work and that the alleged infringer had ac-
cess to the infringed work in order to copy it.

If these elements are proven, the defendant (who allegedly infringed the copy-
right) has several defenses, including claims that:

e the work was the product of an independent conception, and is therefore
an original work of authorship

e the use falls under the “fair use” exception, or

e the defendant had permission to use the work.

Infringement actions offer the successful plaintiff the possibility of a wide
variety of judicial relief, depending on the circumstances and whether the work is
registered with the U.S. Copyright Office. Most important, the court is authorized
to grant immediate but temporary relief in the form of a temporary restraining
order and, pending a full-scale trial, more extended relief in the form of a
preliminary injunction. Either or both of these devices can halt publication or
distribution of the offending work.

The preliminary injunction can be vital to a copyright owner’s interests, since
a regular injunction (or permanent injunction) can only be obtained as a part of
a final judgment, which can take years. A preliminary injunction is relatively
easy to obtain, once substantial evidence has been presented to the court
showing a probability that an infringement is occurring.

In addition to court orders prohibiting further infringing activity, plaintiffs may
be awarded a money award known as damages. This can consist of actual losses
suffered as a result of the infringement and the profits realized by the defendant
because of the infringement. As an alternative to seeking damages and profits,
copyright owners who have timely registered their copyright may pursue statutory
damages, which can be awarded without any proof of harm or defendant’s
profits.

Copyright owners who timely register their copyright and/or record their
ownership interest also qualify to have their attorney fees and court costs paid
by an unsuccessful defendant. This alone can be a powerful incentive to register
the copyright at the earliest possible time.

Related terms: access; copyright infringement, defined; damages for copyright infringement; defenses
to copyright infringement; injunctions, copyright infringement; registration of copyright, defined.
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infringement of copyright
See copyright infringement, defined.

injunctions, copyright infringement
Once copyright infringement is established, courts often are willing to issue an
order (termed an injunction) to prevent the infringer from making or distributing
further unauthorized copies of the original work of authorship. To the extent that
the infringing work heavily relies on the infringed work, an injunction can have
a severely adverse economic impact on the infringer.

EXAMPLE: When Apple Computer Inc. obtained an injunction preventing
Franklin Computer from further copying the Apple Computer operating system,
Franklin was effectively unable to market its computers, because they would
not work without using the infringing material. (Apple Computer, Inc. v.
Franklin Computer Corporation, 714 F.2d 1240 (3d Cir. 1983).)
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[njunctions come in three forms:

e Temporary injunctions or temporary restraining orders (TROs). These are
technically restricted to a situation when the plaintiff is on the brink of
suffering irreparable injury and needs to stop some immediate action pend-
ing further consideration of the case. TROs generally only last for a week or
two until the court can consider whether to grant a preliminary injunction.

e Preliminary injunctions. Courts will issue a preliminary injunction if the

Def

plaintiff makes a strong showing that the plaintiff is likely to prevail at the
trial of the case and the plaintiff will suffer greater economic harm than the
defendant if such interim relief is not granted. Preliminary injunctions can
last as long as it takes to get to trial—sometimes years.

* Permanent injunctions. These are, as billed, permanent prohibitions against

using or distributing the unauthorized work.

Because courts generally presume that copyright infringement will cause
irreparable injury, they often issue TROs and preliminary injunctions if infringe-
ment appears likely. Nevertheless, the court will usually require the plaintiff to
post a bond to compensate the defendant for any harm caused by the injunction
if later on the defendant ends up winning the case. Whether or not preliminary
relief is granted, the court will determine after a trial whether injunctive relief is
appropriate on a more permanent basis.

As a practical matter, losing a preliminary injunction often spells defeat for the
defendant, regardless of the legal strength of the case. This is because few defen-
dants can afford to keep the allegedly infringing work off the market pending
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trial and also meet the costs of a full-blown defense to the infringement charges.
Because by definition a judge has already determined that infringement will
mostly likely be found to exist when the case goes to trial, defendants normally
find it economically prudent to settle early on the plaintiff’s terms and get on
with their business.
Related terms: Apple Computer, Inc. v. Franklin; damages for copyright infringement; infringement
action, explained.

inlining
Inlining (sometimes referred to as “mirroring”) is the process of incorporating a
graphic file from one website onto another website. In a case involving inlining,
an image search engine called ditto.com used inline links to reproduce full-
sized photographic images from a photographer’s website. By clicking on the
link, the user was presented with a window contain a full-sized image imported
from the photographer’s website, surrounded by the search engine’s advertising.
The lower court held that this inlining constituted copyright infringement—it
violated the photographer’s exclusive right to display his images. However, a
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court of appeals later reversed this ruling and sent the case back for review. So,
a final determination as to full-sized reproduction via inlining is not yet avail-
able (as of February 2004). However, the court of appeals did hold that that the
search engine’s practice of creating small reproductions (“thumbnails”) of the
images and placing them on its own website was permitted as a fair use. The
thumbnails were much smaller and of much poorer quality than the original

photos and served to index the images and thereby help the public access them.
(Kelly v. Arriba Soft Corp., 336 F.3d 811 (9th Cir. 2003).)

innocent infringement of copyright
Because the copyright laws afford protection to an original work of authorship
as soon as it has become fixed in a tangible medium of expression, copyright
infringement can easily be accidental. This is especially true if the copyright
owner has failed to place a copyright notice on the work.

EXAMPLE: Lester collects many materials from diverse sources while writing a
book about robot law. Among these is a July 6, 1995 article by Timothy
Witherspoon, a well-known employee of the National Institutes of Science.
No copyright notice is attached, and Lester assumes that the article is in the
public domain because of Witherspoon’s federal employment (works pub-
lished by the federal government are in the public domain). Accordingly,
Lester quotes freely from the article in his book, giving Timothy a full credit
line but no royalties.
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As it turns out, Timothy wrote the article on his own time and owns the
copyright in the article. Because the article was published after March T,
1989, the lack of a copyright notice does not affect the underlying copyright
in a work. However, since Lester’s infringement was inadvertent, Timothy will
probably not be able to collect damages from him for the use of the article
that occurred before Lester discovered that the article was protected by copy-
right. Further, Timothy may not even be able to prevent further publication
and sales of the infringing work (the book on robot law). But Timothy is likely
to get a court to require Lester, as a condition of permitting Lester to continue
his infringement, to pay Timothy a reasonable license fee for what is called a
“judicially imposed compulsory license.”

Whether a particular infringement qualifies as innocent varies from case to
case. For example, if Timothy’s article had a proper copyright notice on it, or if
the article had been registered with the U.S. Copyright Office, Lester could not
have claimed innocence. It is always wise to get an author’s permission for a
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work prior to use.

Innocent infringement should be distinguished from the fair use doctrine,
where infringement is excused because of the nature of the material and the
context in which it was used.

Related terms: fair use, defined; international rules on notice of copyright; omission of copyright
notice.

instructional text
A literary, pictorial, or graphic work that is prepared for use in day-to-day
instructional activities is an instructional text. For example, a textbook would be
an instructional text, but a novel used in a literature class would not be an
instructional text. Instructional texts are one of the enumerated categories listed
for determining whether a work can qualify as a commissioned work made for
hire. This distinction is important because if a work was commissioned and it
did not fall within one of the enumerated categories, it would not be a work
made for hire even if there was a signed agreement stating that the work was
made for hire. If a work qualifies as a work made for hire, the copyright is
owned by the hiring party, not the author.

Related terms: work made for hire, defined.

international copyright protection
Over 120 nations have signed treaties in which they agree to extend reciprocal
copyright protection to works authored by nationals of the other signing countries
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as well as works first published in one of the other signing countries. This
reciprocal approach is commonly called “national treatment.”

The two main copyright treaties are the Berne Convention and the Universal
Copyright Convention (U.C.C.), both of which the U.S. has signed. To the extent
the provisions of these two treaties overlap, the author is entitled to the most
liberal protection available—usually found in the Berne Convention.

In 1994-1995, most countries of the world ratified GATT (General Agreement
on Tariffs and Trade), which binds them to comply with the provisions of the
Berne Convention (except for its moral rights provision) whether or not they are
already members. The GATT treaty makes the Berne Convention by far the most
important international treaty; the U.C.C. will play an increasingly minor role in
international copyright protection.

Besides establishing reciprocal protection rights, the Berne Convention also
establishes the minimum protections that must be afforded and specifies that no
formalities—such as copyright notice—are required for gaining such protection.
The Berne Convention does not impose on any country a definition of what can
and cannot be copyrighted, but virtually all of the signatory countries (and GATT
members) will fully protect such traditional items as books, art works, movies,
and plays. In addition, GATT requires that all members treat computer programs
as literary works under the Berne Convention.

Related terms: Berne Convention; GATT (General Agreement on Tariffs and Trade); international
rules on notice of copyright; Universal Copyright Convention (U.C.C.).

international rules on notice of copyright
Authors seeking to invoke international protection under the Berne Convention
(authors in the U.S. and in most large industrialized nations, including all nations
that ratify the GATT treaty) need not apply any copyright notice to their works.

Authors seeking to invoke international copyright protection under the Univer-
sal Copyright Convention (the relatively few countries that have not signed the
Berne Convention or the GATT treaty) must use the following notice: “© (year of
publication) (author or other basic copyright owner).”

For example, the correct U.C.C. notice for this book would be: “© 2004
Stephen Elias and Richard Stim.” Or, if Nolo owned the copyright, the correct
notice would be: “© 2004 Nolo.”

Related terms: Berne Convention; international copyright protection.
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Internet and copyright
Copyright law is supposed to work the same on the Internet as it does in the
more tangible worlds of print and the fine arts. However, once works are put
into digital form and uploaded into cyberspace, keeping track of copyright own-
ership and enforcing copyright becomes difficult.

Def

Works cast in digital form can more easily be copied and modified than when
they exist on paper or canvas, and it can be difficult to know when the line be-
tween copyright violation and permissible copying of ideas has been crossed.
Also, once a work is posted on the Internet, it can simultaneously be copied by
millions of users in many different countries, even if the copying is illegal. There
is no practical way to reassert control over the work so that the copyright can be
meaningfully enforced.

In an attempt to establish some regulation and predictability for copyrights on
the Internet, Congress enacted the Digital Millennium Copyright Act (DMCA).
Among other things, the DMCA prohibits circumvention of digital antipiracy de-
vices and the removal of secret codes known as digital watermarks from digital
files. The DMCA also limits liability for companies that provide access to the
Internet (Internet Service Providers—ISPs) in the event that an infringing copy is
offered online. In addition, the DMCA establishes licensing standards by which
companies can webcast music (broadcast over the Internet).

Despite passage of the DMCA, technology has continued to outpace copyright
legislation, and new, unresolved issues have emerged in cyberspace such as
linking, framing, and file sharing. For example, website owners may be liable as
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copyright infringers for creating links to infringing materials. One company ran
into problems when framing—placing the contents of one website within a
frame of another website—because the process resulted in the creation of a de-
rivative work. Downloading music, particularly through the use of an Internet
technology known as MP3, has triggered litigation and debate as to what consti-
tutes infringement and fair use. In a case that awakened the world to the issue of
copyright law, Napster, a website that provides file sharing of MP3 files, was
sued by the recording industry in 2000. The company was forced to modify its
methods of providing file sharing in 2001, eventually folded and later emerged
as a paid service.

A similar result occurred when, in 2001, a programmer was prevented from dis-
tributing code that circumvented DVD technology allowing computer users to
copy DVDs. (Universal City Studios Inc. v. Corley, 273 F.3d 429 (2d Cir. 2001).)
Related terms: copy left; Digital Millennium Copyright Act; digital rights management; MP3; link-
ing; framing.

Internet service provider (ISP)
America Online, MSN, and Earthlink are all ISPs—businesses that provide
access to the Internet. ISPs may also offer services such as website hosting. ISPs
can sometimes be held accountable for copyright violations for material posted
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by subscribers and users but are usually protected by the provisions of the
Digital Millennium Copyright Act.

Related terms: Internet and copyright; Digital Millennium Copyright Act.

joint copyright ownership
See joint work.

joint work
Under the Copyright Act of 1976, a joint work is defined as “a work prepared by
two or more authors who intend to merge their contributions into inseparable or
interdependent parts of the whole.” (17 United States Code, Section 101.) The
U.S. Copyright Office will accept for registration works that meet this statutory
definition and will treat the authors as having equal rights to register and enforce
the copyright, regardless of what the joint authors arrange among themselves.

EXAMPLE: Tom Maris and Mary Tiger have a partnership agreement, under
which Tom owns three-fourths of the copyright and Mary one-fourth. If the
copyright is registered with the U.S. Copyright Office with Tom and Mary
listed as coauthors, they will be simply listed as coauthors without reference
to their independent, unequal ownership arrangement. However, the partner-
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ship agreement will govern issues that may arise between Tom and Mary,
such as who gets what share of the any royalties earned on the work, who is
entitled to license the work to others, and who can sue to enforce the copyright.

Related terms: coauthors.

laws, judicial opinions and model codes, copyrightable subject matter
There has long been a judicial consensus that neither the opinions of judges, nor
the statutes enacted by Congress or state legislatures, can be protected by copy-
right. This principle is derived from a Supreme Court opinion, Wheaton v. Pe-
ters, 33 U.S. 591 (1834). Although anyone is free to quote or reproduce these
statutes and legal opinions, various publishers and reporting systems have
claimed proprietary rights to the way these statutes and opinions are annotated
or organized. For example, West Publishing unsuccessfully argued that its page
numbering system could not be copied onto CD-ROM s by a rival publisher.
(Matthew Bender & Co. v. West Publishing Co., 158 F.3d 674 (2d Cir. 1998).)
These decisions and their underlying rationale—that the laws and opinions cre-
ated by public officials belong in the public domain—do not necessarily apply
to model codes. Model codes are regulations created by a private business and
which may later be adopted by a public entity. For example, the Southern Build-
ing Code Congress International (SBCCI) is a nonprofit organization that devel-
ops modern building, fire, and mechanical codes. These codes are adopted by
municipalities, and the SBCCI earns revenues by publishing and selling the
codes or licensing the codes for publication. In 1997, Peter Veeck, the operator
of a website, posted the building codes for two small towns in North Texas. The
SBCCI sued for copyright infringement. In 2002, the Fifth Circuit Court of Ap-
peals ruled that a company that creates a model code may not claim copyright
in it once the code has been adopted into law. (Veeck v. Southern Building
Code Congress International, Inc., 268 F.3d 298 (5th Cir. 2001).)

Related terms: factual works defined; merger doctrine; public domain—copyright context.

Library of Congress, deposit requirement
With few exceptions, under the Copyright Act of 1976, an author is required to
deposit at least one copy of his or her published work with the Library of
Congress. This requirement is automatically met if the work is registered with
the U.S. Copyright Office, which requires a deposit of either one or two copies
of the best edition of the work, depending on the type of work. However, even if
an author decides not to register a work with the U.S. Copyright Office, the
author generally has an obligation to make the Library of Congress deposit,
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except for computer programs and certain other types of works. Failure to make
the deposit carries no penalty unless the Library of Congress makes a demand.
In that case, failure to deposit within three months may result in a relatively
nominal fine.

Related terms: best edition of a work; deposit with U.S. Copyright Office.

license fee, payable by innocent infringer
See innocent infringement of copyright.

license recordation
See recordation of copyright transfers.

licensing of copyrights
A copyright license is a method by which the owner of a copyright gives
permission for another to use or copy an original work of authorship. Because
the essence of a copyright is the exclusive right to make copies, in order to
commercially exploit the product, a copyright owner often needs to pass this
and associated rights to a publisher or distributor.

A license may be either exclusive or nonexclusive and can be restricted by
territory, by time, by media, by purpose, or by virtually any other factor desired
by the parties. Exclusive licenses must almost always be in writing to be valid. In
all cases, licenses should be recorded with the U.S. Copyright Office.

Related terms: exclusive license, defined; transfers of copyright ownership, generally.

linking
Any component of a Web page that connects to another Web page or another
portion of the same Web page is a link. Clicking on underlined text or a graphic
image activates most links. For example, if a user clicks on the words Financial
Calculator or an image of a calculator, the user will be transported to a page that
contains a calculator. Links are sometimes called “hyperlinks.” Although it is not
a copyright violation to create a link, it is a violation of the law to create a link
that contributes to unauthorized copying of a copyrighted work if the linking
party knew or had reason to know of the unauthorized copying and encouraged it.

EXAMPLE: A website posted infringing copies of a church’s copyrighted
handbook at its site. The website was ordered to remove the handbook but
subsequently provided links to other sites that contained infringing copies of
the handbook. These links were different from traditional links because the
website knew and encouraged the use of the links to obtain unauthorized
copies. The linking activity constituted contributory copyright infringement.
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(Intellectual Reserve, Inc. v. Utah Lighthouse Ministry, Inc., 75 F. Supp. 2d
1290 (D. Utah 1999).)

A link that bypasses a website’s home page and instead goes to another page
within the site is often called a “deep link.” Some website owners object to the
use of deep links. They want all the people who use their website to go first to
the home page, usually because advertising is posted there. The use of deep
links can cost such a website advertising revenue. In one of the first cases of its
kind, Ticketmaster sued a competitor called Tickets.com partly because it linked
from its website to pages deep within Ticketmaster’s site. The court held that
deep linking does not violate the copyright laws, because no copying is in-
volved. However, the court held that Ticketmaster might have a claim against
Tickets.com on other legal grounds, such as violation of trademarks or unfair
business practices. (Ticketmaster Corp. v. Tickets.com, 54 U.S.P.Q. 2d 1344
(C.D. Cal. 2000).)

Many copyright experts believe that deep linking is not copyright infringe-
ment—after all, the author of a novel can’t prevent readers from reading the end
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first if they so desire, so why should a website owner have the right to determine
in what order a user can access a website? Some well-known websites such as

Amazon.com welcome deep links. However, if a commercial website has no
posting linking policy or says that deep links are not allowed, it’s wise to ask for
permission before deep linking. Why? Because many websites—even the lis-
tener-friendly National Public Radio—began asserting rights against deep linkers
both under copyright and trademark law principles. For example, in 2002, a
Danish court prevented a website from deep linking to a newspaper site. Until a
definitive court ruling establishes a precedent, it's wise to be prudent when cre-
ating deep links. In 2003, Germany weighed in on the issue when its federal
court ruled that deep linking was not a violation of German copyright law.
(Handelsblatt v. Paperboy, Federal Superior Court of Germany (Bundesgerichtshof)
17 July 2003.)

literary works, copyrights
“Literary works” is one of the broad categories of material protected under the
copyright laws. The phrase has little legal significance and is used primarily to
classify materials that must be registered with the U.S. Copyright Office on a
Form TX.

According to the U.S. Copyright Act of 1976, literary works are “works, other

than audiovisual works, expressed in words, numbers, or other verbal or
numerical symbols or indicia, regardless of the nature of the material objects,
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such as books, periodicals, manuscripts, phonorecords, film, tapes, disks, or
cards in which they are embodied.” (17 United States Code, Section 101.)

Examples of literary works include computer programs, books, poems, plays,
newspapers, magazines, software documentation, training films consisting
primarily of dialogue, and flow charts consisting primarily of text.

Related terms: registration of copyright, defined.

manufacturing clause
The manufacturing clause is a now-defunct U.S. statute that barred the importa-
tion of more than 2,000 copies of any nondramatic literary material written in
English by an American author, unless it had been manufactured in the U.S. or
Canada. The manufacturing clause has not been in effect since the 1980s.

mask work
See Semiconductor Chip Protection Act of 1984.

mechanical rights

The right to reproduce a song on vinyl recordings, cassette tape, compact disc,
or DVD (collectively known as phonorecords) is referred to as a mechanical
right. In contrast, broadcasting a song over the radio, TV, or Internet or incorpo-
rating a song in a movie, video, or video game is not a mechanical right; it is a
performance right.

Every time a song is “pressed” (or fixed) on a phonorecord, the songwriter is
entitled to a payment for this mechanical right, known as a mechanical royalty.
Mechanical royalty rates are set by law (known as the statutory rate), but artists

o
@
=i
=
=
)
=
w

and songwriters are free to negotiate a lower rate. The advantage of paying the
statutory rate is that an artist does not have to seek permission to record the song
provided that certain requirements are met (see compulsory license).

Why would a songwriter accept less than the statutory rate? Sometimes the
songwriter has no choice because it is a condition of a recording agreement or
because it is the only way to attract a specific artist to record the song.

Mechanical royalty rates are constantly changing. For example, it was common
in the 1970s for a songwriter to receive $.02 for every song pressed on a recording.
Below are the rates expected through the year 2006. The current mechanical
rate can be determined by calling the Copyright Office Licensing Division
(202-707-8150) or consulting the Code of Federal Regulations at 37 C.F.R.

§ 255. Two rates are provided: per song and per minute. The song owner is paid
whichever rate is higher.
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Table of Mechanical Royalty Rates

Years Per Song Per Minute
Jan. 1, 2004-Jan. 1, 2006 8.5 cents 1.65 cents
After Jan. 1, 2006 9.1 cents 1.75 cents

Related terms: compulsory license; music publisher.

merger doctrine
This rule was developed in and followed by the courts. It severely limits copy-
right protection—or denies it altogether—to a work that involves very little cre-
ativity if its ways of expressing the ideas in the work are very limited. When it is
very difficult to separate the expression in a work from the underlying ideas, the
two are said to merge. Under the merger doctrine, a work will only be protected
against verbatim copying, assuming there is any protectable expression at all in
the work.

The merger doctrine has been the basis for a series of court decisions that deny
protection to computer user interfaces, the best known of which is Computer
Associates Int’l v. Altai, 982 F.2d 693 (2d Cir. 1992). The merger doctrine also
applies to factual works such as histories, biographies, and scientific treatises.

Related terms: Computer Associates Int’l v. Altai; Feist Publications Inc. v. Rural Telephone Service Co.

microcode and copyright
Microcode is software embedded in a computer chip for the purpose of perform-
ing the computer’s basic purpose: to process information. One court has ruled
that microcode is subject to copyright protection. (NEC Corp. v. Intel Corp., 10
U.S.P.Q. 2d 1177 (N.D. Cal. 1989).) However, this protection is likely to be
limited to “virtually identical copying,” as it was in the Intel case, since micro-
code is very much determined by external constraints such as heat and space,
and the underlying unprotectable idea would therefore be merged with any
protectable expression in the code.

Related terms: computer software, copyright of; merger doctrine.
mistakes in registration, correction of
See supplemental registration.

money damages in infringement action
See damages for copyright infringement.
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moral rights
Every copyright owner who lives or publishes in a country that has signed the
Berne Convention is supposed to have moral rights that are personal to the
author and that cannot, therefore, be taken away or abridged. Sometimes
referred to by the French term “droit moral,” these rights include the author’s
right to:

e proclaim authorship of a work

e disclaim authorship of a work, and

e object to any distortion, mutilation, or other modification of the work that

would be injurious to the author’s reputation as an author.

Even though the U.S. is a signatory nation to the Berne Convention, it doesn’t
specifically recognize moral rights, taking the position that a number of different
U.S. statutes provide equivalent and adequate protection. For instance, Section
106 of the Copyright Act, as amended, provides that the artist of a work of visual
art (as defined by the statute) can control whether his or her name is on the art
and object if the integrity of the work is threatened. And under a federal statu-
tory scheme that primarily governs trademarks (known as the Lanham Act), an
author may sue anyone who misrepresents authorship.

Most art law experts believe this piecemeal approach to moral rights leaves
the moral rights provision in the Berne Convention largely unimplemented in
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the U.S. Although the moral rights provision of the Berne Convention applies to
all works of expression, it is seldom an issue in any area other than the visual
arts.

Related terms: Berne Convention; international copyright protection; work of visual art.
See also Part 3 (Trademark Law): Lanham Act.

motion pictures, copyrights
According to Section 101 of the Copyright Act of 1976, as amended, “Motion
pictures are audiovisual works consisting of a series of related images which,
when shown in succession, impart an impression of motion, together with
accompanying sounds, if any.” Motion pictures are entitled to copyright
protection under the audiovisual work category and may be registered with the
U.S. Copyright Office by using Form PA and depositing the best edition of one
complete copy.

Related terms: best edition of a work; registration of copyright, defined.

MP3
The most common system for music downloads from the Internet is known as
MPEG 1 Layer 3, or “MP3"” for short. MP3 technology compresses sound files so
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that approximately 60 minutes of music can be stored on 32 megabytes of com-
puter memory. The distribution of MP3 files is an infringement unless authorized
by the respective copyright owners. In 1998, the Rio appeared, the first hand-
held MP3 storage device. The music industry attempted to halt sales of the Rio,
arguing that the Rio failed to meet standards established in the Audio Home
Recording Act (AHRA). In 1998, a judge refused to issue an injunction halting
the sale.

Internet sites that facilitate the copying, transfer, or sale of unauthorized MP3s
have been the subject of lawsuits from the recording Industry. In 2000, both
MP3.com and Napster.com—a file sharing system—were the subjects of record
company litigation. In both cases, judges rejected fair use arguments and found
that the websites facilitated the distribution of unauthorized recordings. In other
words, even though a company does not store or offer unauthorized recordings
at its website, the company is still violating copyright law if it has established a
system that allows others to infringe copyrights.

By 2003, several legitimate—that is, authorized—distributors of MP3s (and
similar formats) began offering pay-to-use or subscription-based services. Most
notable was the Apple iTunes website that, within eight weeks of its debut, sold
five million musical downloads and become the leading site for acquiring legiti-
mate copies of songs. Despite its success—and despite lawsuits brought by the
RIAA against individual users of file sharing networks—file sharing sites offering
unauthorized copies, such as Kazaa, Morpheus, and Limewire, have continued
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to maintain their popularity with a large segment of Internet music fans.

Related terms: Audio Home Recording Act, Internet and copyright.

music publisher
Music publishers own song copyrights and collect revenue, handle business
formalities, sue infringers, and look for new ways to exploit songs. Music
publishers acquire ownership of song copyrights when the songwriter transfers
copyright ownership in exchange for payments or an ongoing royalty. Most
music publishers offer an upfront sum or “advance” to the songwriter and share
the revenue with the songwriter as the song earns money. That is, the songwriter
continues to earn a percentage of the revenue through the life of the copyright.
For example, even though Paul McCartney does not own the copyright in the
Beatles songs, he still receives revenue from the music publisher that now owns
the copyright.
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musical works and sound recordings distinguished
There are two types of copyrights for music: musical works copyrights, which
protect songs and compositions; and sound recording copyrights, which protect
the manner in which music is arranged and recorded—that is, the sounds fixed
on the recording. These forms of copyright protection create two overlapping
sources of income. Songwriters earn income from the exploitation of songs.
Recording artists and record companies earn money from the sale of recordings.
The same person or business can own both types of copyrights, but the musical
works copyright is usually owned by the songwriter or a music publisher, and
the sound recording copyright is usually owned by a record company.

Form PA is used to register published or unpublished musical works. Form SR
is used to register published or unpublished sound recordings such as a record,
cassette recording, or compact disc. In addition, Form SR would be used if the
author also wishes to simultaneously register the sound recording and underlying
musical work embodied on the sound recording.

national treatment
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This approach to international copyright protection, taken by the Berne
Convention and other major copyright treaties, requires a signatory country to

extend to nationals of other signatory countries the same copyright protection as
is extended to its own citizens.

Related terms: Berne Convention; international copyright protection.

new version
See derivative work; single registration rule.

New York Times v. Tasini
A group of freelance authors who wrote articles for the New York Times, Time,
and several other publications sued these publications when their articles were
reproduced without their consent on the LEXIS/NEXIS database and when micro-
film reproductions of the publications were also reproduced on two CD-ROM
products.

The freelance authors argued that their contracts did not grant permission for
these uses of the material. The publishers argued that the freelancers’ permission
was not required, because the act of placing the articles on electronic databases
constituted a revision of the original collective works. In 2001, the Supreme Court
rejected the publishers’ argument, reasoning that electronic databases such as
LEXIS/NEXIS are not revisions of collective works such as The New York Times,
because the databases store and retrieve articles individually—articles that are
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part of a vast database of diverse texts. They do not store intact copies of newspa-
pers or other collective works as originally published. In contrast, the court sug-
gested that microfilm copies of newspapers and other collective works are
revisions of the collective works because copies of entire intact editions are stored
together on the microfilm rolls. (New York Times v. Tasini, 533 U.S. 483 (2001).)

Under Tasini, permission from the writers would not be required if the republi-
cation in the new media qualified as a revision of the original collective work
(magazine, newspaper, or other publication). For example, permission would not
be needed if a newspaper, was published both in print form and online, since the
online edition would surely qualify as a revision of the original print edition.

But what about republishing articles and other materials on CD-ROMs? Are
these revisions? One court has said no. The case involved the publication on 30
CD-ROMs of every issue of National Geographic Magazine published from
1888 to 1996 (1200 in all). A freelance photographer sued National Ceographic,
claiming it didn’t have the right to make digital copies of his photos and place
them on the CD-ROM. The court agreed, holding that the CD-ROM was an en-
tirely new work—a compilation consisting of all the back issues—not a revision
of the original magazine issues.
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This result puzzled many copyright experts because the CD-ROM seemed to
be very similar to the microfilm that the Supreme Court in Tasini indicated
would be a revision because copies of intact editions were stored together.
Moreover, users of the CD-ROM retrieved individual articles as part of entire
magazine issues, not individually as was the case with the online databases in
Tasini.

Nevertheless, the Supreme Court refused to reverse the decision and, as a re-
sult, prudent publishers obtain permission to include freelance materials on CD-
ROMs where they haven't acquired such rights in advance. (Creenberg v.
National Geographic Society, 244 F.3d 1267 (11th Cir. 2001).)

As a result of Tasini, more publishers are requiring freelancers to transfer all
their rights, and librarians and archivists now have gaps in online databases to
which they subscribe.

news reporting, fair use
See fair use, defined.

nonexclusive license
A copyright owner grants a nonexclusive license when the owner (licensor)
authorizes another person or institution (the licensee) to exercise one or more of
the rights belonging to the owner under the copyright on a shared (nonexclu-
sive) basis. Legally, no transfer of copyright ownership takes place under a non-
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exclusive license, since the licensee shares the right with the original owner
and, perhaps, with additional nonexclusive licensees. Although a nonexclusive
license need not be in writing to be valid, most are.

EXAMPLE: Steve Rogers builds an electronic legal dictionary featuring intellec-
tual property terminology for the purpose of selling it to law firms. Rather than
sell the dictionary outright, Steve distributes it under nonexclusive licenses
that permit licensee law firms to make copies for use in personal computers
belonging to the law office staff (a site license). The nonexclusive license
prohibits a licensee from transferring the dictionary to another firm and
requires payment of a set amount each year for renewal of the license. Under
this arrangement, thousands of law firms might be nonexclusive licensees, but
none of them would be considered as a copyright owner, since none has the
exclusive right to use and therefore enforce the copyright.

Related terms: exclusive license, defined; licensing of copyrights.

notice of copyright
Often referred to as a “legend” or “bug,” a notice of copyright is the little “©”
plus the date of publication and author’s name.
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For works published in the U.S. after March 1, 1989, no such copyright notice
is required for copyright protection within the U.S. Nor is a notice required in
any of the other countries that have signed either the Berne Convention or

GATT. However, the notice is still useful to:
¢ remind others that the work is protected by copyright
e preclude the use of the “innocent infringer” defense in a copyright infringe-
ment case, and
¢ point a would-be user of the work in the right direction if he or she wants
permission to use it.

For works published in the U.S. prior to March 1, 1989, a copyright notice is
required to preserve the copyright in the work.

To provide adequate notice where such notice is desired, the copyright notice
must be placed where it will easily be seen by a person viewing the work—that
is, it must provide “reasonable notice of the claim of copyright.” Under guide-
lines published by the U.S. Copyright Office:

e For literary works, notice may appear either on the front or back of the title
page.

e For computer software, notice may appear on the disk or cassette or in the
program itself, or it may be placed to appear when the program appears on
the computer screen.
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e For audiovisual works, notice may appear on the screen with the credits.
¢ For phonorecords, audiotapes, and CD-ROMs, notice may appear on the
record cover or CD-ROM and tape enclosures.

There is no limit to the number of different places a copyright notice can
appear.

Related terms: defective copyright notice; innocent infringement of copyright; international rules
on notice of copyright; omission of copyright notice.

object code, copyrights
Most computers work through the use of compilers, which translate programs
written in a programming language (called source code) into a language that the
computer can recognize (called object code). The source code typically consists
of words and a formal grammatical syntax. The object code consists of ones and
zeros which, in all respects, are equivalent to the source code’s meaning and
syntax, but feed the program to the computer in a binary form (one = on and
zero = off) which the computer can then process and act on. This is very much
like translating a written message into short and long Morse Code signals for
telegraphic transmission.

Although object code is unintelligible to most human readers, the courts have
held that it qualifies for copyright protection as a form of expression and, as
such, can be registered with the U.S. Copyright Office. The reason to register
object code rather than source code is that because source code can be readily
understood by skilled readers, registering it may give away trade secrets that
have been maintained in the software.
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When someone registers object code rather than source code, the U.S. Copy-
right Office places the registration under what’s termed “the rule of doubt.” This
means that because the U.S. Copyright Office can’t read or understand what
was deposited, it expresses no opinion on whether the object code qualifies for
copyright protection. In short, the U.S. Copyright Office does not consider the
object code deposit the best edition of the underlying work and expressly favors
the source code as a computer program deposit instead.

The U.S. Copyright Office offers a number of alternatives to the deposit of
pure object code, which are designed to preserve trade secrets in a program
while providing the U.S. Copyright Office with something intelligible to its
employees. For example, acceptable deposits include parts of the source code
with strategic sections blacked out, or a mix of source code and object code.
Related terms: computer software, copyright of; deposit with U.S. Copyright Office; source code,

copyrights.
See also Part 1 (Trade Secret Law): trade secret, defined.
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omission of copyright notice
Although the use of a copyright notice on copies is no longer required in the
U.S. as of March 1, 1989, for many years previous to that, omission of the notice
voided copyright protections. A work of authorship published prior to January 1,
1978 without the proper notice of copyright qualified for no copyright protec-
tion. A work published between January 1, 1978 and March 1, 1989 without the
proper notice of copyright lost its copyright protection unless the work was re-
published after March 1, 1989. But even then, the old copies remained unpro-
tected unless the work was registered with the U.S. Copyright Office within five
years of its original publication and an earnest attempt was made to have correct

notices placed on all copies that were already distributed.

While works publicly distributed in the U.S. after March 1, 1989 do not need
a notice to protect the copyright, it is still a good idea to include one. If a copy-
right infringement lawsuit becomes necessary and the work has the correct
notice on it, the infringer will not be able to claim an innocent infringement—a
legal status that makes it far harder for the copyright owner to recover damages.

Under GATT, works that entered into the public domain in the U.S. because
they lacked a proper copyright notice may have their copyright restored if they
were otherwise protected by the Berne Convention when created.

Related terms: defective copyright notice; innocent infringement of copyright; notice of copyright.
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open source
Open source loosely describes software that is created free of proprietary rights
and royalty restrictions. Proponents of open source seek to collaborate and build
upon code freely and to provide the software to the public without restrictions.
There is an organized movement, the Open Source Initiative (OSI)
(www.opensource.org), that has established open source standards. Despite the
restriction-free premise of open source software, its proponents often take the
position that the software is subject to one of two general open source licenses:
a general public license (GPL) and a lesser-used general public license (LGPL).
One of the most popular open source software codes is Linux, an operating
system initially developed by Linus Torvalds that runs on various hardware plat-
forms including PCs and Macs. Because it is distributed for free, Linux has be-
come a popular choice for some operating systems. Several companies have

also been successful selling versions of Linux licensed under GPLs. However,
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the freedom associated with Linux (and the open source movement) has been

threatened by a rash of lawsuits by companies that own or claim to own copy-
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rights on portions or versions of Linux. One company, SCO, has taken the posi-
tion it is the owner of the underlying UNIX code and that anyone using Linux
who lacks a license from SCO is violating SCO's rights. The smoke has not
cleared yet on these lawsuits, and once these cases (and their appeals) have

ended, the fate of the open source movement should be clearer.

original work of authorship
Under the Copyright Act, an “original work of authorship” encompasses, with a
few exceptions, any type of expression independently conceived of by its cre-
ator. Authorship embodies a certain minimum level of creativity and originality.
But as long as a particular expression has been independently arrived at, it need
not be original in the sense of “new.” For example, if Thomas Dowel never
heard of or read One Flew Over the Cuckoo’s Nest, by Ken Kesey, but somehow
managed to write a play very similar to it, Dowel’s play would qualify as “origi-
nal” and would thus be subject to copyright protection. Of course, when one
work is very much like another, the odds favor the likelihood that copying oc-
curred.

Among the many creations that qualify as works of authorship are sheet
music, movies, records, tape recordings, video disc productions, laser disc
games, cartoons, artistic designs, magazines, and books. Computer software also
counts as a work of authorship, in both source code and object code form.
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A few categories of expression do not qualify as “original works of authorship”
either because they are too short to deserve copyright protection or they involve
little or no creativity or originality. Among these are titles of books, movies, and
songs; short phrases and slogans; printed forms; compilations of facts; and works
consisting entirely of information that is public domain property—for instance,
lists and tables taken from public documents or other common sources.

Related terms: compilations; Feist Publications Inc. v. Rural Telephone Service Co.

output of computer, copyrightability of
Many computer programs produce original works of authorship on the screen
that are individually protectable by copyright apart from the underlying program
code. For example, the computer game “Doom” produces characters that may
qualify for independent copyright protection. Other examples of protectable
computer output are computer-generated slides, music produced by a computer-
ized synthesizer, and laser light shows.

Related terms: computer software, copyright of.

overlapping transfers of copyright
Overlapping transfers of copyright rights occur when a copyright owner:

e transfers all or part of the same exclusive right to two or more separate
parties

e transfers an exclusive right when that right has already been the subject of
a nonexclusive license, or

e grants a nonexclusive license involving a right that has already been
transferred by an exclusive license.

The following rules determine ownership in these situations:

* In a case of conflicting exclusive rights, the first right granted is entitled to
the protection if the right is recorded in the U.S. Copyright Office within
one month of the underlying work’s publication (within two months if the
right was granted outside of the U.S.).

e If the exclusive right is not recorded on time, the first transfer recorded is
entitled to protection (even if it was the second one granted), as long as the
grantee received it in good faith (without knowledge of the earlier one).

e Whether recorded or not, a nonexclusive written license will coexist with a
later transfer of an exclusive right.
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e Whether recorded or not, a nonexclusive written license will coexist with
an exclusive right that was transferred earlier if both the grant of the non-
exclusive license occurred before the earlier transfer was recorded and the
recipient of the nonexclusive license did not know of the earlier exclusive-
rights transfer.

Related terms: exclusive license, defined; nonexclusive license; recordation of copyright transfers.

ownership of copyright
See copyright owner, defined.

pantomimes and choreographic works, copyrights
See choreography and pantomime.

parody and fair use
Parody occurs when one work ridicules another well-known work by imitating it

in a comedic way. Because parody is a type of critique—that is, it comments on
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the work being parodied— it constitutes speech protected under the First
Amendment of the U.S. Constitution. However, to the extent that the parody
copies material protected by copyright, its publication may also be considered a
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copyright infringement. How do the courts reconcile these two opposite inter-
ests? The courts first decide whether a particular work qualifies as parody. If so,
the court then determines whether the work qualifies as a fair use. If it does,
then there is no copyright infringement.

To determine whether a work is a parody, the courts decide whether the work
actually comments on the original work or just invokes the original work as a
means of calling attention to itself in the marketplace. To quote from a leading
U.S. Supreme Court case in this area (Campbell v. Acuff-Rose, 510 U.S. 569
(1994)), the key question to be addressed in deciding whether a work is a parody
is whether the new work “adds something new, with a further purpose or differ-
ent character altering the first with new expression, meaning, or message; it asks
in other words whether and to what extent the new work is transformative.”

A good example of what makes a work transformative can be seen in the case
of Leibovitz v. Paramount Pictures Corp., 137 F3d 109 (2d Cir. 1998). In this
case, the Paramount motion picture company released an advertisement for the
movie “Naked Gun 33 1/3” that showed Leslie Nielsen’s face superimposed on
the famous nude photo of a pregnant Demi Moore (which originally appeared
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on the cover of Vanity Fair magazine). Annie Leibovitz, the photographer, sued
Paramount for copyright infringement. In holding the work to be a parody, the
Court held that the “ad may reasonably be perceived as commenting on the seri-
ousness and even pretentiousness of the original.” The Court went on to note
that the parody differed from the original “in a way that may, reasonably, be
perceived as commenting, through ridicule, on what a viewer might reasonably
think is the undue self-importance conveyed by the subject of the Leibovitz
photograph.”

Once a work is found to be a parody, the court then must go on to decide
whether the other tests used to determine fair use apply to the case. Briefly these
tests are:

e the purpose and character of the use, including whether such use is of a

commercial nature or is for nonprofit educational purposes

e the nature of the copyrighted work

e the amount and substantiality of the portion used in relation to the copy-

righted work as a whole, and

e the effect of the use upon the potential market for or value of the copyrighted

work.

It is often difficult to discern whether a work is a parody. Cases involving Dr.
Seuss and the book Gone with the Wind show just how difficult it can be to
know for sure. In the Dr. Seuss case, two authors wrote a book called The Cat
NOT in the Hat! A Parody by Dr. Juice. The book told the story of the O..
Simpson trial through poems and sketches similar to those in the famous The Cat
in the Hat children’s stories by Dr. Seuss. The work was narrated by Dr. Juice, a
character based on Dr. Seuss, and contained a character called “The Cat NOT
in the Hat.”

The owners of the copyrights in Dr. Seuss sued for copyright infringement. The
authors claimed that their work was a fair use of the Dr. Seuss stories because it
was a parody. They argued that by applying Dr. Seuss’s style to adult subject
matter, their work commented on the “naiveté of the original” Dr. Seuss stories
as well as on society’s fixation on the O.J. Simpson trial.

The court disagreed. It said that a parody was a “literary or artistic that imitates
the characteristic style of an author or a work for comic effect or ridicule. The
Cat NOT In the Hat! didn’t qualify, because the authors’ poems and illustrations
merely retold the Simpson tale. Although they broadly mimicked Dr Seuss’s
characteristic style, they did not hold it up to ridicule or otherwise make it an
object of the parody. The court opined that the authors used the Seuss charac-
ters and style merely to get attention or avoid the drudgery of working up some-
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thing fresh. It upheld an injunction that barred Penguin Books from distributing
12,000 books it had printed at an expense of $35,000. (Dr. Seuss Enterprises v.
Penguin Books USA, Inc. 109 F.3d 1394 (9th Cir. 1997).)

Four years later, the opposite result was reached by another court in a case in-
volving the legendary Civil War novel Gone with the Wind. The book, called
The Wind Done Gone, chronicles the diary of a woman named Cynara, the ille-
gitimate daughter of a plantation owner, and Mammy, a slave who cares for his
children. Without obtaining permission from the copyright owner of Cone with
the Wind, the author of The Wind Done Gone copied the prior book’s charac-
ters, famous scenes, and other elements from the plot and dialog and descrip-
tions. The Margaret Mitchell estate sued both the publisher and author for
copyright infringement.

The court held that The Wind Done Gone was protected by the fair use privi-
lege, and thus the Mitchell estate could not obtain a court order halting its publi-
cation. The court concluded that The Wind Done Gone was a parody because
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“its aim is to comment upon or criticize a prior work by appropriating elements

Def

of the original in creating a new artistic, as opposed to scholarly or journalistic,
work.” The Wind Done Cone satisfied this test because it was a specific criti-
cism of and rejoinder to the depiction of slavery and the relationships between
blacks and whites in Gone with The Wind. (Suntrust Bank v. Houghton Mifflin
Co., 268 F.2d 1257 (11th Cir. 2001).)

Related terms: copyright infringement, fair use.

patent and copyright
See copyright and patent, compared.

performing a work
The exclusive right to perform a work is one of the bundle of rights that make up
a copyright. Performing a copyrighted work without obtaining permission from
the copyright owner constitutes an infringement of copyright.

To perform a work publicly has a much broader meaning under copyright law
than the common concept of a performance. The drafters of the Copyright Act
stated that “to perform a work means to recite, render, play, dance, or act it, ei-
ther directly or by means of any device or process or, in the case of a motion pic-
ture or other audiovisual work, to show its images in any sequence or to make
the sounds accompanying it audible.” Section 101 of the Copyright Act states
that to perform a work “publicly” means that there is performance of the work
where the public is gathered or the work is transmitted or otherwise
communicated to the public. (17 United States Code, Section 101.)



@ PATENT, COPYRIGHT AND TRADEMARK

Examples of public performance include:

e A disc jockey plays a phonorecord in a nightclub.

e A novelist reads aloud from her work at a bookstore.

* A dancer presents a performance during halftime at a football game.

¢ A motion picture company authorizes a showing of its latest film.

e A songwriter performs an original composition at a nightclub.

* A radio station plays a record containing a copyrighted song.

¢ A television station broadcasts a television show.

e A cable TV company receives a television station broadcast and rebroad-
casts it via cable transmission.

The performance right does not extend to pictorial, graphic, or sculptural
works, because these works cannot be performed; they can only be displayed,
so these rights are covered by the display right. In 1994, the Copyright Act was
amended to include digital performance rights for sound recordings and to
prevent the bootlegging of live musical performances.

Related terms: copyright infringement, defined; exclusive copyright rights; public performance of a
work.
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performing music at a business
Performing rights societies collect fees from establishments where music is
performed, such as clothing stores, bars, or restaurants. The “performance” of a

song has a broad meaning encompassing live concerts; playing of a recording at
a business or club; and transmission of a song via radio, television, cable, or
digital signals.

Some businesses are exempt from these pay-for-play rules. Businesses that
play the radio or television do not have to pay performances fees if they meet
the criteria below:

e the business is a restaurant or bar under 3,750 square feet;
e the business is a retail establishment under 2,000 square feet; or

e the business, regardless of size, has no more than six external speakers, but

not more than four per room, or four televisions measuring 55 inches or
less, but not more than one per room.

The exemptions above apply only to establishments that play radio and
television. Establishments playing prerecorded music, such as compact discs,
must still pay performance fees. Permission is not required to play a song in a
record store or if the song is played via licensed jukebox.

Related terms: performing a work; performing rights societies; mechanical rights; musical works
and sound recordings distinguished.
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performing rights societies
The owner of a song controls the right to publicly perform it (known as the
“performance right”). The “performance” of a song has a broad meaning encom-
passing live concerts; playing of a recording at a business or club; and transmis-
sion of a song via radio, television, cable, or digital signals. Song owners earn
money whenever their song is performed (known as “performance royalties”).

[t would be impractical if the proprietors of radio and TV stations or nightclubs
had to contact each song owner for permission each time a song was publicly
performed. Performing rights societies were established in order to negotiate and
collect these fees. In the U.S., a song owner affiliates with one of three performing
rights societies: ASCAP, BMI, or SESAC. These societies act as agents for song
owners, surveying radio stations on a regular basis and using the surveys as a
basis for payments to songwriters. TV stations furnish logs of music played, and
agreements are also made with club owners where phonorecords are played or
with concert halls where live music is performed.

Related terms: performing a work; performing music at a business; mechanical rights; musical
works and sound recordings distinguished.

permission, getting
Many kinds of media publications—small and large—use words, music, and
imagery that are protected by copyright laws. Is permission required for all uses
of someone else’s work? For example, is permission needed to reproduce a photo
taken by a club member, a friend, or a relative? The short answer is, “yes.” Copy-
right protection extends to any original work regardless of who created it and
permission is required for reproduction, display, or distribution of the work.

The reason for acquiring permission is to avoid a lawsuit. The copyright owner
controls the use of the work, and a person who uses it without permission could
be sued for financial damages. If a friend or family member has consented to the
use, the concern over a lawsuit diminishes, as does the need for a written
permission agreement. An oral consent is valid, although an email or written
consent is preferred as it is easier to prove in the event of a dispute. Sometimes
the process of acquiring consent can be simplified by using the services of a
copyright clearinghouse.

[t is wise to operate under the assumption that all art, music, and writings are
protected by copyright law. A work is not in the public domain simply because
it has been posted on the Internet (a popular fallacy) or because it lacks a copy-
right notice (another fallacy). As a general rule, permission is needed to repro-
duce copyrighted materials including photos, writing, music, and artwork.
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Do not assume that clip art, shareware, freeware, or materials labeled “roy-
alty-free” or “copyright-free” can be distributed or copied without authorization.
Read the terms and conditions in the “click to accept” agreement or “readme”
files ordinarily accompanying such materials to be certain that an intended use
is permitted. One company failed to honor the terms of a clickwrap agreement
and was found liable for illegally distributing three volumes of software clip art.
Also, don’t assume that because a site permits the download of a story that this
story can be posted on another website. Each type of activity—emailing, copy-
ing, printing, and posting—requires authorization.

Permission is sometimes needed to reproduce a trademark including any
word, symbol, or device that identifies and distinguishes a product or service.
For example, the word “McDonald’s,” the distinctive yellow arches, and the
Ronald McDonald character are all trademarks of the McDonald’s company.
Permission would be needed to use these trademarks at a commercial website if
consumers are likely to be confused by the use or if the commercial use dam-
ages the reputation of McDonald’s.
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Related terms: clearinghouses, copyright; end-user license.

phonorecords, defined
The U.S. Copyright Act of 1976 defines phonorecords not only as the traditional
“record” but also as audio tape recordings, compact discs, laser discs, and any
future technology for reproducing sound. The statute covers “material objects in
which sounds, other than those accompanying ... [an] audiovisual work, are
fixed by any method now known or later developed, and from which the sounds

can be perceived, reproduced, or otherwise communicated, either directly or
with the aid of a machine or device. [It] ... includes the material object in which
the sounds are first fixed.” (17 United States Code, Section 101.)

An original work of authorship contained on a phonorecord may be registered
with the U.S. Copyright Office on Form SR.
Related terms: compulsory license; Form SR, described; registration of copyright, defined; musical
works and sound recordings distinguished.

photocopies and copyright law

With some exceptions, making even one copy of an original work of authorship
requires the copyright owner’s permission; copying without permission consti-
tutes infringement of the copyright and may entitle the copyright owner to seek
damages in federal court. However, the photocopy machine is a very familiar
part of life in America, and copyrights are frequently and massively infringed by
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its use. Also, when the copying is very limited and not for the purpose of making
money, the copying will usually be considered a fair use should an infringement
lawsuit be brought.

Because much photocopying occurs in private and doesn’t involve commer-
cial distribution, this type of infringement is seldom discovered. Also, unless the
copyright owner has been damaged in some manner or profits were gained from
the infringement, an infringement lawsuit is usually out of the question.

Nevertheless, in situations where photocopying is discovered by a copyright
owner and it appears that sales of the item being copied may be adversely
affected, a copyright lawsuit may be the result. For instance, in the case of Basic
Books, Inc. v. Kinko’s Graphics Corp., 758 F. Supp. 1522 (S.D. N.Y. 1991), a
group of seven major publishers obtained a $510,000 judgment against a dupli-
cating business for copying excerpts from books without permission, compiling
them into “course packets,” and selling them to college students.
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Related terms: copies, meaning under copyright law; fair use, defined; infringement action,
explained.

Def

pictorial, graphic and sculptural works
Works of expression using graphic and physical representations of objects and
ideas, rather than text, are entitled to copyright protection. The Copyright Act

covers “two-dimensional and three-dimensional works of fine, graphic, and ap-
plied art, photographs, prints and art reproductions, maps, globes, charts, tech-
nical drawings, diagrams, and models.” (17 United States Code, Section 101.)
To register pictorial, graphic, or sculptural works with the U.S. Copyright Office,
the owner should use Form VA.

The original design of a toy, package, implement, or other product can qualify
for copyright protection if it is created for expressive rather than functional pur-
poses. For instance, a pitcher designed as a unicorn may be subject to copyright
protection as long as the unicorn shape is not directly related to the pitcher’s
function—that is, the unicorn shape does not affect how the pitcher stores and
pours liquids. Whether or not a design is functional or expressive can only be
decided on a case-by-case basis.

Designs of an article of manufacture that are not functional may also qualify
for patent protection under a design patent.

Related terms: copyright and patent, compared; Form VA, described; registration of copyright,

defined.
See also Part 3 (Patent Law): design patents; Part 4 (Trademark Law); trade dress.
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piracy, defined
A colloquial term without legal significance, piracy is used to describe the
illegal activity of willful copyright infringers.

Related terms: copyright infringement, defined; criminal copyright infringement.

placement of copyright notice
See notice of copyright.

plagiarism, defined
Deliberately passing off somebody else’s original expression or creative ideas as
one’s own is colloquially known as plagiarism. Plagiarism can be a violation un-
der the copyright laws if original expression is copied.
Often, however, plagiarism does not violate any law but marks the plagiarist
as an unethical person in the political, academic, or scientific community where
the plagiarism occurs.

Related terms: copyright infringement, defined; original work of authorship.

preemption
Under Section 301 of the Copyright Act, states are prohibited from creating or
enforcing laws that are equivalent to any of the exclusive rights granted under
copyright law. This principle—known as preemption (or “pre-emption”)—is
sometimes used by a defendant in a lawsuit who claims that a state lawsuit
should be dismissed because it actually involves a right similar to copyright—for
example, a dispute involving the right of publicity or a shrinkwrap license.

preliminary injunctions
See injunctions, copyright infringement.

printed forms, not copyrightable
Printed forms do not usually qualify for copyright protection because they are
designed for recording information and do not in themselves convey information.

Related terms: copyright, explained; original work of authorship.

profits as damages

Profits reaped by an infringer as a result of a copyright infringement (called
defendant’s profits) are one possible element of monetary damages a court may
require the infringer to pay the copyright owner. Defendant’s profits will only be
awarded where these profits exceed the amount of profits lost by the copyright
owner as a result of the infringement.

To establish the amount of an infringer’s profits, the plaintiff copyright owner
first must prove the defendant’s gross profits from the sales of the infringing goods
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or services. The defendant then is entitled to deduct his or her demonstrable
costs from the gross revenues from selling the infringing material. The resulting
amount is then compared with the plaintiff’s lost profits, if any. Damages that
will be awarded will be the greater of defendant’s profits attributable to the
infringement or the plaintiff’s lost profits.

EXAMPLE: Janet clearly infringed Jeffrey’s copyright by stealing his dissertation
and publishing it first. Jeffrey proves that he lost $20,000 in publishers” advances
and royalties based on the reasonably anticipated sale of the dissertation as a
scholarly book. Because Janet’s publisher did a super job selling foreign rights,
she ended up with $35,000. Janet would have to pay Jeffrey $35,000, because
her profits were greater. However, if instead Janet’s net profits were only
$15,000, she would have to pay him $20,000 in his lost profits, because his
lost profits were greater than her actual ones.
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Related terms: damages for copyright infringement.

programs, computer, copyright of
See computer software, copyright of.

Def

pseudonym, copyright under a
The copyright laws define a “pseudonymous work” as one on which the author
is identified under a fictitious name. Copyright laws protect an author who
publishes a work under a pseudonym almost as well as (and in some cases better
than) they do an author who uses his or her real name. The main difference is
that the copyright will last 75 years for a pseudonymous work, instead of the
author’s life plus 50 years for an author-identified work.

Related terms: anonymous; author as owner of copyright; duration of copyrights.
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public domain—copyright context
Any work of authorship that is not protected under copyright law is said to fall
within the public domain. This means that anyone can use the work without
obtaining permission from the author or the author’s heirs. There are several
common reasons why works may be considered to be in the public domain:

e The work was published before 1923.

e The work consists solely of facts or ideas. (Facts and ideas are not protected
by copyright, although the means used to express them may be protected
to some extent.)

¢ The work was published before 1978 and lacked a proper copyright notice.
(But the copyright in many of these works has been restored.)

e The work was published between 1978 and 1989, the notice on the work
was defective, and inadequate efforts were made to correct the defects.
(Copyrights by non-U.S. authors covered by the Berne Convention that
expired for this reason can be restored under GATT.)

* The copyright owner deliberately placed the work in the public domain by
making a statement to that effect.

e The work was created by the federal government.

e The work was created before 1978 but not published before December 31,
2003.

Related terms: factual works, defined; Feist Publications Inc. v. Rural Telephone Service Co.;
original work of authorship; work of the U.S. Government, public domain; restored copyright under
GATT.

public performance of a work
Among the bundle of rights making up a copyright is the exclusive right to
publicly perform or display an original work of authorship. The Copyright Act
considers in part the right to: “1) perform or display it at a place open to the
public or at any place where a substantial number of persons outside of a nor-
mal circle of a family and its social acquaintances is gathered; or 2) transmit or
otherwise communicate a performance or display of the work ... to the public,
by means of any device or process ....” (17 United States Code, Section 101.)

Related terms: copyright, explained; copyright infringement, defined; exclusive license, defined.

published work, defined
Published and unpublished works are both entitled to copyright protection, but
some of the rules differ, such as:
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e The fair use defense is harder to use when unpublished works are involved,
because use of an unpublished work deprives its copyright owner of the
right to determine its publication date.

* The duration of a copyright in an unpublished work that is a work made for
hire or an anonymous or pseudonymous work can last up to 25 years
longer than if the work were published.

e The publication date sets the time running for a timely registration of the
copyright with the U.S. Copyright Office.

* A valid copyright notice on a published work can prevent the claim of
innocent infringement from being raised in a copyright infringement
lawsuit.

An original work of authorship is only considered published under the Copy-
right Act when it is first made available to the public on an unrestricted basis. It

is thus possible to display a work, or distribute it with restrictions on disclosure
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of its contents, without actually “publishing” it. However, if the work is dis-

played online, so that access by computer is widespread, the work would be
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considered published.

EXAMPLE: Andres Miczslova writes an essay called “Blood Bath” about the
war in Bosnia and distributes it to five human rights organizations under a

nonexclusive license that places restrictions on their right to disclose the
essay’s contents. “Blood Bath” has not been “published” in the copyright
sense. However, if Miczslova authorizes posting of the essay on the Internet, it
would be considered published.

The same rule applies for the posting of a website online. In 2002, a federal
court ruled that the posting of a website on the Internet amounted to publica-
tion. This ruling enabled the website owner to collect statutory damages from an
infringer who copied the website. (Cetaped.com v. Cangemi, 188 F. Supp. 2d
398 (S.D. N.Y. 2002).)

Related terms: fair use, defined; international copyright protection; notice of copyright; registration
of copyright, defined.

recordation of copyright transfers
When one or more exclusive copyright rights are transferred, it is important for
the recipient of the rights to record the transfer immediately with the U.S. Copy-
right Office. This is because the first to record has greater rights in the event of
conflicting or overlapping transfers.

Recordation also provides all persons with “constructive notice” of the transfer
of rights. This means that the law will presume infringers should have found out
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about it, even if they didn’t actually know. Without recordation, although the
owner of transferred rights can sue an infringer, it may be hard to prove that the
infringement was not innocent.

To record a transfer, the new owner must file with the U.S. Copyright Office a
written document describing the work involved and the transfer granted and
bearing the signature of the person granting the transfer.

Related terms: overlapping transfers of copyright; transfers of copyright ownership, generally.

recordings, copyright of
The U.S. Copyright Office calls all sound recordings “phonorecords,” no matter
what medium is actually used.

Related terms: phonorecords, defined.

Registrar of Copyrights
This is the official title of the person who heads the U.S. Copyright Office.

Related terms: registration of copyright, defined; U.S. Copyright Office.

registration of copyright, defined
Copyright protection automatically attaches to any work of authorship when it is
fixed in a tangible medium of expression. In other words, registration is not
required to obtain copyright. The author acquires copyright automatically once
the work is fixed. Such protection can be strengthened if certain affirmative steps
are taken, such as attaching a correct notice of copyright to the work and
registering the work with the U.S. Copyright Office. In fact, when one speaks of
copyrighting a work, this often means registering it.

Registration provides several distinct advantages in case of infringement:

e Registration is required before the copyright owner may file an infringement
action in court. If the copyright is not already registered, and litigation
becomes necessary, there will be a delay while the registration application
process goes forward (although expedited registration is possible for $500).
Registration is not required to file an infringement lawsuit for non-U.S.
works that meet the definition of Berne Convention works (that is, when
the author is a national of a Berne Convention country and the work was
first published in a Berne Convention country). (See 17 United States Code,
Section 101.) Registration is also not required to file an infringement law-
suit for works of visual art (fine art limited editions of 200 or fewer copies
as defined in 17 United States Code, Sections 101 and T06A).

e If a copyright is registered either before an infringing activity has begun, or
within three months of first publication of the work, the copyright owner
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may collect statutory damages for the infringement, plus attorney’s fees, if
the issue ends up in court. These benefits often make the difference
between an owner being able to afford litigation and having to forgo copy-
right rights.

* In an infringement action, the registered copyright owner is presumed to be
the actual owner, and the statements in the registration application are
presumed to be true. Such presumptions make it easier to present a viable
court case, because they put the burden on the other side to disprove the
plaintiff’s right to relief.

The registration process is relatively simple. The U.S. Copyright Office provides
a number of preprinted forms, with instructions, for different types of works:

e Form TX is used for all nondramatic literary works, including software code.

e Form PA is used for published and unpublished works of the performing.
arts such as musical and dramatic works, pantomimes, motion pictures,
and graphically based multimedia works on CD-ROM.

e Form VA is used for the visual arts.

e Form SR is used for sound recordings.

e Form SE (there are several variations) is used for serials like newspapers,
periodicals, and journals.

Several sample registration forms are contained in the Forms section at the
end of this part of the book. You can download these forms from the U.S. Copy-
right Office’s website at www.copyright.gov.

Once the form is filled out, it must be sent to the U.S. Copyright Office with a
proper deposit of the work itself, or with material that satisfactorily identifies the
work (called identifying material), and a relatively small filing fee ($30 as of
September 2000). The U.S. Copyright Office has specific regulations governing
what form the deposit must take for different types of works and, in the case of
items such as computer software, phonorecordings, and mask works, what kind
of identifying material will be accepted.

In individual cases, upon application for a good reason, the U.S. Copyright
Office grants “special relief” by waiving formal deposit or other registration
requirements. This means, for example, that the U.S. Copyright Office will
accept deposits in a different medium or form from what is normally required.
There are no specific rules for when specific relief will and will not be granted.

Assuming that the registration materials are properly completed, the U.S.
Copyright Office will normally register the work and send a certificate of regis-
tration. On the other hand, if information is either left out of the form or clearly
erroneous on its face (for instance, the date of publication is 100 years off), the
U.S. Copyright Office will send the form back and indicate how to correct it.
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If, after registration, information provided in the initial registration is incorrect
or needs to be updated, it is usually possible to correct it by filing a supplemental
registration form (Form CA).

Related terms: copyright infringement, defined; copyright owner, defined; deposit with U.S. Copy-
right Office; identifying material, defined; infringement action, explained; special relief, defined;
timely registration, defined.

registration of copyright license
See recordation of copyright transfers.

registration of copyrights in unpublished works
See unpublished work, copyrightability of.

reliance party, when copyright restored
See restored copyright under GATT.

renewal of copyright
See duration of copyrights.

restored copyright under GATT
Until the U.S. became a member of the Berne Convention in March 1989, works
originating in Berne Convention countries often lost their copyright in the U.S.
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because they failed to observe certain formalities required by the U.S. copyright
laws, such as copyright notices. Under the General Agreement on Tariffs and
Trade (GATT), copyright protection has been restored in all such works. However,
parties who used these restored works without permission in reliance on the fact
that they weren’t protected by copyright (called reliance parties) cannot be sued
for copyright infringement and may continue using the works under certain
circumstances if they pay a reasonable license fee to the restored copyright
owner under a type of compulsory license.

Related terms: GATT (General Agreement on Tariffs and Trade).

revocation of license

Most copyright licenses contain conditions under which the license must be
exercised. If these conditions are broken, the copyright owner generally has a
right to revoke the license. The license revocation should always be done in
writing. Any exercise of the licensed right after revocation will constitute an
infringement of the copyright.

Revocation of a license should not be confused with the right to terminate
transfers under the Copyright Act. In that situation (and in addition to any provi-
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sions in the license itself), the original copyright owner (or his or her heirs) has a
legal right to terminate any transfer after 35 to 40 years have passed.

Related terms: licensing of copyrights; termination of transfers.

rule of doubt
The U.S. Copyright Office allows object code to be deposited in connection
with a computer program registration. There is, however, an express understand-
ing that doubt exists as to whether the code qualifies for copyright protection
should litigation later ensue. In essence, the U.S. Copyright Office is saying,
“We will let you deposit object code, but since we can’t read or understand it,
we won’t commit ourselves as to its copyrightability.”

If the registration is accomplished under the rule of doubt, the copyright
owner may be unable to claim the presumption of ownership—an important
benefit of registration—should the issue end up in court because of an alleged
copyright infringement.

Related terms: computer software, copyright of; special relief, defined.

safe harbor
See Digital Millennium Copyright Act.

sampling
The digital recording process has made it possible to “sample” a portion of a
sound recording. These digital samples can be manipulated to replay once or
twice or repeat as a “loop” throughout a new recording. The use of a musical
sample may infringe both the musical works and sound recording copyright held
on the sampled music. Whether the use qualifies as an infringement depends
upon the portion sampled and its qualitative or quantitative importance to the
copyrighted work. Initially, the courts took a rigid approach prohibiting any use
of digital samples. However, in a 1997 case, a court determined that the rap
group Run DMC’s use of a drum sample from a 1973 recording was not infring-
ing. (Ruff ‘"N’ Rumble Mgmt. v. Profile Records, Inc., 42 U.S.P.Q. 2d 1398 (S.D.
N.Y. 1997).)

Although industry custom requires that two licenses be obtained to sample re-
corded music (from the sound recording and musical work owners), a federal
court ruled in 2002 that the use of a six-second flute sample, repeated through-
out a Beastie Boys song, “Pass the Mic” required permission only from the
sound recording owner, not from the composer. (Newton v. Diamond, 2002
U.S. Dist. LEXIS 10247 (C.D. Cal. 2002).)
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Sound recordings were not protected by copyright law until 1972. The use of
a musical sample from a work created prior to 1972 would not be an infringement
of a sound recording copyright, although it may be a violation of applicable
state laws. In order to avoid claims of infringement, popular artists seek sample
clearance from copyright owners.

Semiconductor Chip Protection Act of 1984
This statute protects semiconductor chip manufacturers against the unauthorized
copying or use of semiconductor chips and the templates that are used to manu-
facture them.

Semiconductor chips are a complex combination of tiny circuits that are
designed to manipulate electronic data. They are mass-produced from multi-
layered three-dimensional templates that are called “chip masks” in the trade
and “mask works” under the Semiconductor Chip Protection Act.

Mask works (and the resulting semiconductor chips) are very difficult and
expensive to design, but very easy to copy. Accordingly, semiconductor chip
manufacturers have long sought protection of these devices as a form of
intellectual property. Because technological advances in these chips have been
incremental in nature, most improvements have been considered obvious and,
therefore, not patentable. Before 1984, the chips did not qualify for copyright
protection, due to the fact that their design was considered functional rather
than expressive. To plug this gap, Congress passed the Semiconductor Chip
Protection Act.

Under this statute, the owner of the exclusive rights in the mask work (generally
the manufacturer) is given an exclusive ten-year right to:

e reproduce the mask work

e import or distribute a semiconductor chip product in which the mask work

is embodied, and

e license others to exercise these rights.

These rights are forfeited, however, if the owner fails to register the mask work
with the U.S. Copyright Office within two years of its commercial exploitation
anywhere in the world.

A party who innocently purchases a semiconductor chip product that has
been manufactured in violation of these exclusive rights is not liable for copy-
right infringement but must pay a reasonable royalty for each unit the innocent
party imports or distributes after notice of the infringement.

Related terms: computer software, copyright of; innocent infringement of copyright.
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shrinkwrap and clickwrap license
See end-user license.

simultaneous publication
Previous to March 1, 1989, the U.S. belonged to the Universal Copyright Con-
vention (U.C.C.) but not to the Berne Convention. If an author wished to obtain
protection under both the Berne Convention and the U.C.C., he or she could do
so by causing the initial publication of the work to simultaneously occur in the
U.S. and a Berne Convention country, such as Canada. In March 1989, how-
ever, the U.S. joined the Berne Convention, so U.S. authors have no further rea-
son for simultaneous publication.
Related terms: Berne Convention; international copyright protection; Universal Copyright Conven-
tion (U.C.C.).

single registration rule
The U.S. Copyright Office generally allows only one registration for each original
work of authorship. There are exceptions, however. A new registration is permitted
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when an unpublished work is later published. A new registration is also allowed
to substitute an author’s name.

Changes, updates, or translations of a given work will merit a second registra-
tion only if they are substantial enough in quantity or quality to qualify the work
as a new version. Practically, unless the modified work is significantly changed
or contains a great deal of new material, the original registration should provide

adequate protection. However, certain minor or technical changes in an existing
registration sometimes warrant filing a supplemental registration.

If a new version is registered, that registration only applies to the new material
contained in the work. The material taken from the original work is still covered
under the original registration.

Related terms: best edition of a work; supplemental registration.

site license
Some software publishers grant a single license to a company that allows a set
number of copies of the software to be installed on individual computers. For in-
stance, if a company with 100 employees wants its employees to use a
particular graphics program, it can either buy 100 copies of the program or try
to get a site license that would permit use of 100 copies of the software at a
reduced rate per copy.

Related terms: computer software, copyright of; end-user license; licensing of copyrights.
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software and copyrights
See computer software, copyright of.

Sonny Bono Copyright Term Extension Act
This Act, signed by the president on October 26, 1998, extends the copyright
term in the United States by 20 years of all works published after January 1,
1998. The act also extended the duration of the copyright term on works created
or published prior to 1978.
In 2003, the U.S. Supreme Court ruled that the 20-year copyright extension
did not violate the U.S. Constitution. (Eldred v. Ashcroft, 123 S.Ct. 769 (2003).)

Related terms: copy left; duration of copyrights; Eldred v. Ashcroft.

sound recordings, copyrights
See phonorecords, defined.

source code, copyrights
The computer program written by a programmer is usually called source code.
Source code is commonly written in a programming language (for instance,
COBOL, C++, Visual Basic) and contains not only the commands for the
computer, but also the programmer’s comments regarding the purpose and
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meaning of the different lines of code. It is relatively easy for a skilled computer
programmer to examine the source code for a particular program and figure out
how to produce the same result with a technically different program. Thus,
access to source code will reveal a program’s trade secrets and allow a com-
petitor to use its ideas in a competing program.

For this reason, programmers like to keep their source code as confidential as
possible. Accordingly, when registering a program with the U.S. Copyright
Office, many software authors prefer to deposit only object code, which is
extremely difficult to decipher because it appears in the form of ones and zeros,
hexadecimal, or some other inscrutable form.

Nevertheless, the U.S. Copyright Office considers a program’s source code to
be the best edition of the work and, accordingly, prefers it as a deposit. In fact,
the U.S. Copyright Office will accept a deposit of portions of the source code
with critical parts blacked out, or a mixture of source code and object code. But
the U.S. Copyright Office will also accept a deposit of the object code under
what is called the rule of doubt—that is, it has no opinion as to whether the
registered code qualifies for copyright protection, since it can’t read it.

Related terms: computer software, copyright of; object code, copyrights; registration of copyright,
defined; rule of doubt; open source.
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sovereign immunity
Sovereign immunity is a principle that a government is immune from civil suit or
criminal prosecution. For purposes of copyright, it refers to the fact that state
governments cannot be liable for copyright infringement. For example, in 2000
a suit was dismissed in which a man sued the University of Houston (a state-run
institution) for copyright infringement. (Chavez v. Arte Publico Press, 204 F.3d
601 (5t Cir. 2000).)

Neither the federal government nor local municipal or county governments
enjoy similar sovereign immunity. Moreover, civil copyright remedies can be
pursued against any government (federal, state, or local) employee who commits
infringement in their individual capacity. Finally, a state institution should not
assume it has carte blanche to commit copyright infringement. State laws vary,
and some states may waive or limit sovereign immunity in certain situations.

special relief, defined
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The U.S. Copyright Office sometimes gives a special variance to depart from its
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usual requirements for copyright registration or deposit. This variance is known
as “special relief.” Applicants for copyright registration may have one or many
reasons to seek exemptions from the formal requirements for registration and

deposits—for example, an unusual shape, size, or composition of the work to be
deposited or the need to maintain a trade secret expressed by the work. Often
the U.S. Copyright Office will grant such special relief to applicants who
request it and explain in a cover letter to their registration application why they
need it.
Related terms: best edition of a work; deposit with U.S. Copyright Office; registration of copyright,
defined.

states, copyright infringement suits against
See sovereign immunity

statute of limitations
A person accused of infringing another’s copyright, patent, or trademark may
argue in defense that the plaintiff waited too long to file suit—that is, they
violated the statute of limitations. In civil copyright cases, this limit provides that
you can't file suit more than three years after the discovery of the infringement,
or after it reasonably should have been discovered. (In criminal copyright cases,
the government must bring an action within five years after the infringement
occurred.) The theory behind the statute of limitations defense is that plaintiffs
can’t be allowed to “sit on their rights” and accumulate damages but must act
reasonably promptly to prevent further damage once it is discovered.
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Because it is not always easy to discover the existence of a copyright infringe-
ment, it’s fairly common to file a lawsuit after the three-year deadline, claiming
recent discovery. Unfortunately, the courts do not agree on what types of acts
start the calendar running for purposes of the three-year statute of limitations
period.

statutory damages under copyright act
See damages for copyright infringement.

substantial similarity, infringement
See copyright infringement, defined.

supplemental registration

Certain errors in a copyright registration may be corrected, changed, or ampli-
fied by filing a supplemental registration. Form CA is available from the U.S.
Copyright Office for this purpose.

Supplemental registration is appropriate for both trivial mistakes and more
serious errors, such as where:

e the author’s name was misspelled

e the author’s birth date was incorrect

e the title of the work has changed since the original registration

e the owner’s address has changed
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e an unpublished work was registered as published

e the author or copyright claimant was misidentified, omitted or has a
changed name (not because of a transfer), or

e some aspect of the application information needs clarification.

The first three of these situations are trivial and need not be changed for the
copyright to remain valid. An address change need not be noted for legal
purposes, but an accurate address will obviously enable potential licensees and
transferees to locate the copyright owner. The other errors, and the need to
correct them, are more important, because they affect both the validity of the
copyright and the owner’s ability to vindicate his or her rights in court.

Related terms: single registration rule.

Tasini
See New York Times v. Tasini

temporary restraining order (TRO)
See infringement action, explained; injunctions, copyright infringement.
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termination of transfers
For works published after January 1, 1978, any exclusive copyright right that has
been transferred by the author eventually may be terminated by the author, the
author’s surviving spouse, or the author’s children or grandchildren. The termi-
nation must occur after 35 years from publication of the work or 40 years after
the transfer is made, whichever comes first. However, such termination must oc-
cur within five years of the date the author or heirs become eligible to do so, or
the right to terminate is lost forever. This termination right does not apply to
works made for hire.

EXAMPLE: Bill Haywoode composes a song about robots who take over
factory jobs. Bill grants the rights to record and market the song to Ecotopia
Enterprises. The transfer takes effect January 1, 1995. When first published in
January 1996, the song becomes a classic, continuously recorded by a succes-
sion of artists. In 2031, Bill will have the right to terminate the “grant of rights”
and recapture full ownership of the copyright. However, if Bill fails to exercise
this option to terminate by 2036, he will lose it.
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Although all copyright transfers may be terminated through this process, any
derivative works that have been legally prepared in the meantime will continue

to belong to their authors, rather than reverting to the original copyright owner.
For instance, if under a broad grant of rights from Bill (which included the right
to use the song for all legal purposes) Ecotopia had prepared and marketed a
television series based on the song, all rights to the television series will remain
with Ecotopia or anyone to whom it transferred the series.

Related terms: exclusive license, defined; licensing of copyrights.

thin copyright
When a work features a limited number of original features, the copyright is said
to be “thin,” and the owner can only stop others from copying those original
features, not other unprotectible elements. For example, in one case, a Califor-
nia glass artist created glass-in-glass jellyfish sculptures. The works were suc-
cessful—some sold for hundreds of thousands of dollars—and another glass
artist who saw them began making similar works. The California glass artist
sued, but a court ruled against him, stating that he could not prevent others from
depicting the natural shape of jellyfish, their naturally bright colors, or their ver-
tical-swimming appearance. Nor could the artist prevent others from portraying
jellyfish in glass. On that basis, the artist had a thin copyright and could only
prevent near-exact duplications of his work. (Satava v. Lowry, 323 F.3d 805 (9th
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Cir. 2003).) A similar determination was made in a case in which a photogra-
pher of a vodka bottle claimed infringement when the vodka company used
similar lighting and setting to create a similar photograph. (Ets-Hokin v. Skyy
Spirits, 1998 U.S. Dist. LEXIS 15528 (N.D. Cal. 1998).)

timely registration, defined

To obtain all the benefits of registration, a work must be registered with the U.S.
Copyright Office within certain time limits. Timely registration entitles a copy-
right owner to statutory damages and attorney fees in an infringement suit,
which may make affordable a suit that is otherwise prohibitively expensive and
risky.

For a published work, timely registration must occur within three months of
first publication or before the infringement begins. For unpublished works, regis-
tration is timely as long as it occurs before the infringement begins.

Related terms: copyright, explained; registration of copyright, defined.

Trade Related Aspects of Intellectual Property Rights (TRIPS)
See GATT (General Agreement on Tariffs and Trade).

transfers of copyright ownership, generally
According to the Copyright Act, a transfer of copyright ownership is any grant of
an exclusive right, or an assignment, mortgage, exclusive license, or any other
conveyance of a copyright or of any of the exclusive rights constituting a copy-
right. A transfer includes almost any assignment of rights except a nonexclusive
license.

A transfer can involve the entire copyright or only a portion of it, since a copy-
right consists of a bundle of rights that can be divided. For example, a grant of
rights may be limited by time, geography, or media. The right to make copies of
an original work, the right to sell the work, the right to display the work, and the
right to make derivative works of the work are also separate transferable rights.

EXAMPLE: Ruth Gottfried writes a book called Nurse Ruth. She registers the
copyright with the U.S. Copyright Office and lists herself as the owner.
Although Ruth could publish and market the book herself, more likely she will
let others do the job for her. For example, she might execute a written license
giving Able Publishers the exclusive right to sell, display, and make copies of
the book. She may also transfer some or all of the remaining rights (for in-
stance, film, radio and TV, magazine, CD-ROM, Polish-speaking countries) to
Able, or she can choose to transfer some of them to others, retaining for her-
self only a few or perhaps only the exclusive right to make derivative works.
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In fact, an almost infinite number of transfers can occur for a copyrighted
work. The only prerequisites for a transfer of ownership are that:

e The transfer must be in writing.

e The transfer must be signed by the owner.

¢ The right transferred must be an exclusive one.

EXAMPLE 1: Ruth retains at least one of the exclusive copyright rights in the
book Nurse Ruth, so she remains the owner of the “copyright” as far as the
U.S. Copyright Office is concerned and continues to have her name on the
notice of copyright. Although Able Publishers may own a number (but not all)
of the rights and is considered a legal copyright owner, it owns only the
exclusive rights transferred in the license and is not named as owner in the
U.S. Copyright Office or on the notice of copyright.

EXAMPLE 2: Ruth decides to transfer all of her copyright rights in Nurse Ruth
to Able Publishers (including the right to make derivative works). Able is the
new “owner” in the U.S. Copyright Office and on the copyright notice. On the
other hand, if Ruth transfers all rights to Able except the derivative works,
which she transfers to someone else (her sister Edna, perhaps), Ruth will still
be the “owner,” even though she has transferred all her rights to other people.
This is because the U.S. Copyright Office considers the original owner to
remain the owner unless all of the copyright rights are transferred together to a
single person or entity.

Although transfers can be valid without being recorded with the U.S.
Copyright Office, it is better practice to record them. This record will serve as
evidence in case of an argument about the scope of the rights granted. Also, the
date of recordation helps determine which transfer prevails in case of over-
lapping transfers.

Related terms: overlapping transfers of copyright; recordation of copyright transfers.
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translation rights
See compulsory license; derivative work.

UCITA
The Uniform Computer Information Transaction Act (UCITA) was drafted by an
organization of law professors, judges, and attorneys in an attempt to create uni-
formity in the way in which courts treat software licenses. The Act legitimizes
software licenses, making them fully enforceable, including those licenses that
prevent reverse engineering of computer code. The UCITA has been adopted in
different forms in only two states, Virginia and Maryland. The Act has been met
with considerable opposition and has generated controversy in the software and
Internet community. (In 2003, the American Bar Association refused to endorse
it, and many legal experts predict the Act’s demise in coming years.)

Related terms: end-user license.

Universal Copyright Convention (U.C.C.)
This is an international copyright treaty that offers national treatment to any
work first published in a U.C.C. member country or by a national of any U.C.C.
country. In addition, it limits the formalities that a U.C.C. country may require to
confer copyright protection. A member country may require only that the work
carry this notice of copyright: “© (year of first publication) (name of the author).”
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The U.C.C. also requires that each member country offer a minimum copy-
right duration of at least the life of the author plus 25 years. With one exception,
each author is also given the exclusive right to translate his or her own work. If,
however, the work is imported to another U.C.C. treaty country and not trans-
lated within seven years of the work’s original publication, the government of
that country may authorize a translation into that country’s language under a
compulsory licensing system (along with payment of a fair fee).

Although the U.C.C. continues to have some importance in areas not covered
by the Berne Convention, the Berne Convention is normally the governing
international treaty, especially since the GATT treaty provides that all of its
signatories agree to be bound by the Berne Convention.

Related terms: Berne Convention; GATT (General Agreement on Tariffs and Trade); international
copyright protection.

unpublished work, copyrightability of
An original work of authorship that is fixed in a tangible medium of expression
but has not yet been published (made available to the general public without
restriction) automatically qualifies for copyright protection. Unpublished works
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may be registered with the U.S. Copyright Office, but the more common practice
is to wait until a work is published before registering. If the registration occurs
before an infringement of the unpublished works begins, the copyright owner
may recover statutory damages and possibly attorney’s fees.

Related terms: fair use, defined; published work, defined; registration of copyright, defined.

U.S. Copyright Office
Established by Congress, the U.S. Copyright Office—a branch of the Library of
Congress—oversees the implementation of the federal copyright laws. It issues
regulations, processes applications for registration of copyrights, and accepts
and (for some types of works) stores deposits made in connection with registra-
tion. The U.S. Copyright Office also issues opinions on whether certain types of
items are subject to copyright protection.
The U.S. Copyright Office may be reached at:
Registrar of Copyrights
U.S. Copyright Office
Library of Congress
Washington, DC 20559
Information Line: 202-707-3000
Forms Hotline: 202-707-9100
The U.S. Copyright Office also has a website (www.copyright.gov) where you
can download forms and find a great deal of information.
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version
See derivative work; single registration rule.

visual artists’ rights
See work of visual art.

webcasting
Webcasting is the digital audio transmission of music over the Internet. There are
various types of webcasting systems: interactive sites (in which the listener re-
quests music), passive sites (in which the station chooses the play lists), subscrip-
tion sites (in which listeners pay a fee), and nonsubscription sites. Webcasters can
also include terrestrial stations—commercial and noncommercial AM and FM ra-
dio stations—that simulcast musical programming over the Internet.

In 2002, the Copyright Arbitration Royalty Panel (“CARP”) delivered its report
recommending rates and terms for the statutory license for eligible
nonsubscription services. In order for these services to play recordings (includ-
ing simultaneous Internet retransmissions of over-the-air AM or FM radio broad-
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casts), a webcaster must pay a royalty of $ 0.07 per song played. Simulcasts of
noncommercial radio stations (AM or FM) result in a $0.02 per song royalty.

In December 2002, the Copyright Office announced an agreement between
rival webcasting groups which set rates for small commercial webcasters. Small
commercial webcasters—those who meet the eligibility requirements estab-
lished in 17 United States Code, Sections 112 and 114—may operate under
rates and terms set forth in the negotiated agreement, or they may operate under
the rules previously established by the Copyright Office.

website
A website is a collection of pages or documents located on the Internet. The
website is usually written in a computer language known as HTML and is ac-
cessed by typing in a domain name such as www.nolo.com. Although the website
is written in computer code, it incorporates, displays, and performs many media,
including text, photography, music, animation, sound, artwork, and movies. All of
these media may contain copyrightable expressions. To that extent, the website’s
creator must obtain permission to use these media. The unauthorized use of these
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materials is an infringement unless permitted as a fair use.

In turn, a website or Web page is protected under copyright law and may be
registered with the Copyright Office. The procedure for registration is established
in Copyright Circular 66, which is available at the Copyright Office website
(www.copyright.gov). Copyright protection for a website does not extend to the
layout or “look and feel” or design of the site. In other words, the website’s style

cannot be protected under copyright law. But it is possible that the style or style
features may be protected as trade dress under trademark laws.

work made for hire, defined
For purposes of the Copyright Act, a work made for hire is:
e a work created by an employee within the scope of employment, or
e certain works specified in the Copyright Act (see below) created by an
independent author under a written contract specifying that the project is a
work made for hire.

The importance of the work-made-for-hire concept is that copyright of a work
made for hire belongs either to the party who commissioned it or the employer
(depending on the situation), not the party who created it.

Works made for hire most typically result when an employee authors an
article, computer program, or other original work of authorship within the scope
of employment. This generally means that it is the kind of work the employee is
paid to perform, it is prepared substantially within work hours at the workplace,
and it is prepared, at least in part, to serve the employer.
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Unless an employer and employee agree otherwise, anything an employee
creates outside the scope of employment is not a work made for hire. This is so
even if the work arises out of the employee’s activities on the employer’s behalf.

EXAMPLE: Ned Sugimoto uses company time to write a training manual for his
employer. The employer owns the copyright in the manual as a work made for
hire. By contrast, if Ned used his own time to write the manual, Ned would
own the copyright, even though the manual’s main purpose was to help Ned'’s
employer.

Who is an employee for purposes of the work made for hire rule? If a court
determines that an employment relationship exists, even if the author is not
technically employed, the work made for hire rule treats the author as an
employee for the purpose of determining copyright ownership. The courts
examine 11 factors to decide whether an employment relationship exists. All of
the factors address who has the right to control the manner and means by which
the work is created:

1. the skill required to do the work
the source of tools and materials used to create the work
the duration of the relationship
whether the commissioning person has the right to assign additional
projects to the creative party
who determines when and how long the creative party works
the method of payment

N W N

who decides which assistants will be hired and who pays them
whether the work is in the ordinary line of business of the person who
commissions it

@ N o U

9. whether the creative party has his’her own business

10. whether the creative party receives employee benefits from the commis-

sioning person, and

11. the tax treatment of the creative party.

If there is no employment relationship, a work will still be considered a work
made for hire if both parties sign a written work for hire agreement and the work
fits within one of the following nine categories of works (17 United States Code,
Section 101):

1. a work specially ordered or commissioned for use as a contribution to a
collective work

2. a part of a motion picture or other audiovisual work, such as a screenplay

3. atranslation
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. a supplementary work

. a compilation

. an instructional text

. a test or answer material for a test
. an atlas, or

© 0 N O Ul K

. a sound recording.

EXAMPLE: The law firm of Elias & Stim plan to publish a series of educational
texts on copyright, trademark, and patent law. They hire Charles Contractor,
an author who is not employed by the law firm, to write the books. For the
law firm to own copyright as a work made for hire, Charles Contractor will
have to sign a work-made-for-hire agreement and the resulting texts must fall
within one of the enumerated work made for hire categories. It's possible that
the texts may qualify as “instructional texts,” but only if they are intended to
be used in day-to-day teaching activities. If the texts do not fall within one of
the enumerated categories, the works will not be works made for hire even
though a work-made-for-hire agreement has been signed. In that event, the
only other method by which the law firm could acquire copyright ownership
is if Charles granted an assignment.
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The duration of copyrights on works for hire is different from that on copy-
rights for author-owners. A copyright on a work made for hire lasts for the
shorter of 75 years from the date of publication or 100 years from the date of
creation.

Related terms: copyright, explained; duration of copyrights.

work of the U.S. government, public domain
All works prepared by an officer or employee of the U.S. government as part of
that person’s official duties are considered part of the public domain and are not
entitled to copyright protection. This rule does not apply to state or local govern-
mental employees.

Related terms: public domain—copyright context.

work of visual art
All art works (photos, paintings, and so on) are protected under copyright. But
certain visual art that is produced in a single copy or limited edition of 200 cop-
ies or fewer signed and numbered copies receives special protection under an
amendment to the Copyright Act known as the Visual Artists Rights Act (VARA).
(17 United States Code, Section TO6A.)
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VARA amends the Copyright Act by defining a “work of visual art” as: (1) a
painting, drawing, print, or sculpture, existing in a single copy, in a limited
edition of 200 copies or fewer that are signed and consecutively numbered by
the author, or, in the case of a sculpture, in multiple cast, carved, or fabricated
sculptures of 200 or fewer that are consecutively numbered by the author and
bear the signature or other identifying mark of the author; or (2) a still photo-
graphic image produced for exhibition purposes only, existing in a single copy
that is signed by the author, or in a limited edition of 200 copies or fewer that
are signed and consecutively numbered by the author.

VARA incorporates certain rules developed in Europe to protect the moral
rights of artists. European law grants certain rights to artists based upon moral
principles. For example, the creator of a work of fine art (or the artist’s heirs) can
share in subsequent sales of the work and can prevent the destruction or mutila-

tion of a work. Under these principles, known as droit de moral, the artist’s
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rights continue after the sale of the art. An unknown artist who sold a work

inexpensively could share in revenues if the work later appreciated in value.

Def

The U.S. refused to recognize moral rights for most of the twentieth century.
However, in order to join in an international treaty known as the Berne
Convention, Congress amended the Copyright Act in 1990 to include VARA.
VARA incorporates two of the features of European droit de moral: attribution

and integrity. Attribution is the right to claim or disclaim authorship of a work.
That is, the artist has a right to demand that credit be given or that credit be
removed from an artwork. The right of integrity is the right to prevent distortion,
mutilation, or other modification of the work. These rights are independent of
the other rights granted under copyright law.

What'’s Protected & What’s Not Protected by VARA

Protected by VARA Not Protected by VARA

A limited edition of 20 copies of a A silkscreen image reprinted on 1,000
silkscreen, numbered and signed by posters.

the artist.

A sculpture of Noah’s ark. Miniature replicas of Noah'’s ark sold by

a mail-order company.

What happens if an oil painting is reproduced in a museum booklet or in a
magazine review? Does that mass production remove the work from VARA sta-
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tus? No, the artist could still exert VARA rights over the oil painting. However,
the artist could not prevent destruction or mutilation of the reprints in the book-
let, because these would not be covered by VARA, although they would still be
covered under normal copyright principles.

Under Section 106A, the creator of a work of visual arts can prevent the
“intentional distortion, mutilation, or other modification of that work which
would be prejudicial to his or her honor or reputation.” This is the most power-
ful right granted under the VARA provisions. For example, if a collector buys a
limited edition photograph (that is, less than 200 prints were made), the collector
cannot destroy it without permission from the artist. If the work is destroyed, the
artist can sue under VARA and recover damages.

The rule regarding destruction does not apply if: (1) the work was created
prior to enactment of the VARA provisions on December 1, 1990; (2) the artist
specifically waives the rights in a written statement signed by the artist and
owner of the artwork; or (3) the destruction or modification results from the
passage of time or because of the materials used to construct the work. For
example, certain works such as ice sculptures and sand sculptures self-destruct,
and the owner would have no obligation to affirmatively prevent such destruction.

Under certain circumstances, the person who employs an artist or commissions art-
work acquires copyright ownership. This principle is known as work made for hire.
If artwork is created as work made for hire, there are no VARA rights. That is, al-
though normal copyright law applies to the work, neither the artist nor the person
commissioning the work can claim rights of integrity or attribution under VARA.

The rights granted under VARA—attribution and integrity—are not transferable.
Only the artist can exert these rights. Although copyright protection normally
lasts for the life of the author plus 70 years, the rights granted under VARA only
last for the life of the artist. That is, once the artist has died, the work can be
destroyed under VARA without the destroyer seeking consent from the artist’s
estate.

Keep in mind as well that, as one court put it, “Not every artist has rights un-
der VARA, and not everything called ‘art’ is protected by such rights.” When an
artist attempted to claim rights under VARA for a political banner commissioned
by an advocacy group, a court noted that Congress has specifically excluded ad-
vertising and promotional materials and that the banner, even though it involved
political advertising, was within this exemption. (Pollara v. Seymour, 344 F.3d
265 (2d Cir. 2003).)
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Some states such as California have passed more comprehensive statutes
regarding art preservation and resale. Under the California statute (California
Civil Code Sections 986-989), for example, an artist is entitled to five percent of
the resale of a work of fine art. These rights survive for 20 years after the death
of the artist. New York and eight other states also have laws that grant certain
rights to artists.

Related terms: Copyright Act of 1976; work made for hire.
World Trade Organization (WTO)
See GATT (General Agreement on Tariffs and Trade).

World Wide Web and copyright
See Internet and copyright; Digital Millennium Copyright Act.
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Sample Form PA (front)

FORM PA

For a Work of the Performing Arts
UNITED STATES COPYRIGHT OFFICE

REGISTRATION NUMBER

PA Fal
EFFECTIVE DATE OF REGISTRATION

—tl L SELS

DO NOT WRITE ABOVE THIS LINE. IF YOU NEED MORE SPACE, USE A SEPARATE CONTINUATION SHEET.
TITLE OF THIS WORK ¥

And Then You Die
PREVIOUS OR ALTERNATIVE TITLES ¥

NATURE OF THIS WORK ¥ Sea instuctiars

Screenplay
NAME OF AUTHOR ¥ DATES OF BIRTH AND DEATH
Year Born W Year Died ¥
9 _pavid Griffith 1935

Wi this contribution b the work a AUTHOR'S NATIONALITY OR DOMICILE WAS THIS AUTHOR'S CONTRIBUTION TO

“work made for hire™? Nama of Cruntry THE WORK H the areswer 1o ether
O'ves on{c.n.m ok U.S.A. Atioriyimous? OYes K No S oo o
X MNo Domiciled ink Pecudonymous? [ Yes X No  Insietions.

NATURE OF AUTHORSHIP Briefly describe nature of material created by this author in which copyright is claimed. W

NOTE Entire text

Undar the law NAME OF AUTHOR ¥ DATES OF BIRTH AND DEATH
tne “author” of Year Born W Year Died W
a "work magce
for hire” is
generaly 08 W this contribution to the worka  AUTHOR'S NATIONALITY OR DOMICILE WAS THIS AUTHOR'S CONTRIBUTION TO
Il
e amaiaies  workmade for hire"? Narme of Coundry THE WORK lHh s o it
[age Instrue- LI Wes orJ Citizen of B Anony 57 [ Yes [ No .\.e!‘?:ezl?;;;“

e LOiNo Bomiciled ink Pseudonymous? _ []Yes [] Ny _Instnuctions
‘_'\‘"?;:e!h'zlr:::, NATURE OF AUTHORSHIP Briefly describe nature of material created by this author in which copyright s claimed. W

chack “Yas" in
Ine space

providad gve  MAME OF AUTHOR ¥ DATES OF BIRTH AND DEATH
e amployar Year Born W Year Died ¥
|or other C
person for
whom tha work Was this contribution to the work a AUTHOR'S NATIONALITY OR DOMICILE WAS THIS AUTHOR'S CONTRIBUTION TO
was nrena.:ell) “work made for hire™? Marme of Country THE WORK I# he answer lo efher
e 0 Yes oﬂ[Cilim" of Anonymous? CiYes [l Mo XS gmsionsie
L?a::ael;‘; dates Do Domiciled ik Preudonymous? 1 Yes [ No  Inetnictions
of birth and NATURE OF AUTHORSHIP  Briefly describe nature of material created by this author in which copyright is claimed. W
death blank,
YEAR IN WHICH CREATION OF THIS DATE ANTI NATION OF FIRST PUBLICATION OF THIS PARTICULAR WORK
1 WORK WAS COMPLETED 1n|;|ﬂgn_nmm Completa thia infc Mot e Ty Yearjp
€ 2004 Avans T oae has e st A Nation

COPYRIGHT CLAIMANTIS) Name and address must be given even if the claimant is the same as APPLICATION RECEIVED
the author given in space 2, 'W

David Griffith Eﬁ ONE DEPOSIT RECEIVED
SR 666 Hollywood Blvd. ub
i

elors comaiing Hollywood, CA 90000 §§ TWO DEPOSITS RECEIVED
the space

TRANSFER If the claimantis) named here in space 4 is (are} different from the author(s) named in 53

space 2, give a brief staterment of how the clai i) obtained ship of the copyrig) OE FUNDS RECEIVED

o
MORE ON BACK p * Complata sl applicabla spacas (numbars 5-9) cn the raversa sida ol this page. [0 NOT WRITE HERE
* Sen detaled instructians. = Sign the fom at lina &

Pagetel ____ pages




COPYRIGHT LAW: SAMPLE FORMS @

Sample Form PA (back)

EXAMINED BY FORM PA
CHECKED BY
FOR
3
CORRESPONDENCE COPYRIGHT
a8 OFFICE
USE
ONLY
DO NOT WRITE ABOVE THIS LINE. IF YOU NEED MORE SPACE, USE A SEPARATE CONTINUATION SHEET.
PREVIOUS REGISTRATION Has registration for this work, or for an earlier version of this work, already been made in the Copyright Oifice?
[ Yes (2 No If your answer is “Yes,” why is another registration being sought? (Check appropriate box.) W I your answer is “no,” go to space 7,
a. 7] This is the first published edition of a work previously registered in unpublished form.
b. L] This is the first application submitted by this author as copyright claimant.
. [ This is a changed version of the work, as shown by space 6 on this application,
I your answer is "Yes,” give: Previous Registration Number W Year of Registration ¥
DERIVATIVE WORK OR COMPILATION Complete both space 6a and 6b for a derivative work; complete only 6b for a compilation.
Preexisting Material Identify any proexisting work or warks that this work is based on or incorporates, W a

Sew instrutions
bafara camplating

this space.
Material Added to This Work Give a brief, general statement of the material that has been added to this work and in which copyright is claimed. ¥ b

DEPOSIT ACCOUNT 1f the registration fee is to be charged to 4 Deposit Account established in the Copyright Office, give name and number of Account.
Name ¥ Account Number ¥

CORRESPONDENCE Give name and address to which cor lence about this application should be sent.  Name/ Address/ Apt/ City /State/ 217 ¥

David Griffith
666 Hollywood Blvd.
Hollywood, CA 90000

Area code and deylima talegbana numbar | 213 666-6666 Fax number P | |
Emall B

CERTIFICATION* |, the undersigned, hereby certify that Lam the Rauthar
Chisck dilif oiie o O other copyright claimant
[Towner of exclusive rightish

W
€
=~
=}
bk
=
(=L
£
(-3
)

Clauthorized agent of
Name ol author or ciher copyngnt clalmant, or ownar of sxclusne rightis) A
of the work idenlified in lhis appl and thal the slal Ls made by me in Lhis application are correct Lo the best of my knowledge.
Typed or printed name and date W 1 this appli wives a date of publi b space 3, da nol sign and submil it before that date.
David Griffith vaey, May 1, 2004
Handwritten signature (X1 ¥
(i
Certificate v
will be . , ,
mailed in David Griffith
window .
ammlnpe NumbenStreat/Apt ¥ Nenrafundaba filing tea In cneck o money
to this 666 Hollywood Blvd. Qe paysbin1o Fapklaral Gepyriotes
address: SR ¥
T
Hollywood, CA 90000 | T e e Avansin, S E.
D.C. 20858-6000

TR i

*17 LLS.C. & 506(e): Any parson wha knowingly makes A talse raprasentation of & mataral fact in the apalicanan for capynght ragessration prasidad for by sachon 408, or in any wrtten stataman fled in
sonnection wilh the application, shall ba fred not more than $2,500. i X
fonmlcn Wil an 516, GOVERNMENT PRINTING OFFIGE: 1030454671156
WES REV! June 1398
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Sample Form TX (front)

For a Nondramatic Literary Work
UNITED STATES COF‘YHIrgHT OFFICE
REGISTRATION NUMBER

A TXU
EFFECTIVE DATE OF REGISTRATION

" Dy Yox

DO NOT WRITE ABOVE THIS LINE. IF YOU NEED MORE SPACE. USE A SEPARATE CONTINUATION SHEET.

TITLE OF THIS WORK ¥

A Fish Story
PREVIOUS OR ALTERNATIVE TITLES ¥

PUBLICATION AS A CONTRIBUTION 1f this work was published as a contribution to a periodical, serial, or collection, give information about the

collective work in which the contribution appeaned. Title of Collective Work ¥

If published in a periodical or serial givee. Volume ¥ Number ¥ lTssue Date ¥ On Pages ¥

NAME OF AUTHOR W DATES OF BIRTH AND DEATH

Year Born 'W Year Died W
ol _Felix Founder 1955

Was this contribution to the work a AUTHOR’S NATIONALITY OR DOMICILE WAS THIS AUTHOR'S CONTRI BUTION TO

“work made for hire™? Name al Gouniry THE WORK 1t ;e answer ta aliher
O Yes or Citizen of > U.S.A. Anonymous? CYes X Ne ?\L;':—‘;‘eu;;;‘
XNo Domiciled ik Pseudonymous? _ [J¥es X No mstructions,

NOTE

Undar tha law,

NATURE OF AUTHORSHITP Briefly describe nature of material created by this author in which copyright is claimed. W
Entire text of unpublished novel

this *avihor® of NAME OF AUTHOR ¥ DATES OF BIRTH AND DEATH
A “work mada b Year Born ¥ Year Died W
far hire” is

1h
amployer, n:l Was this contribution ta the wark a AUTHOR'S NATIONALITY OR DOMICILE WAS THIS AUTHOR'S CONTRIBUTION TO
the amplayes “wark made for hire™? 08 0k o CoLmey THE WORK it the answer 3 aither
:is:nunjlr‘sF‘:x:‘inv [ Yes DR{ Chtinctle ? i D'es O Ne ?Y'::'B:;u;alamu'g
patalibie O No Domiciled inb Pseudonymous? [ Yes [ Ne  fmeciions.

work 1nat was

“made for hire®
chack "Yas" in
the epace

NATURE OF AUTHORSHIP Brietfly describe nature of material created by this author in which copyright is claimed, W

TRANSFER If the claimantis) named here in space 4 is fare) different from the authoris) named in
speice 2, give s brief skbterment oF how e clatmant(s) obtairied owrwership of the ropyFight, ¥

FUNDS RECEIVED

proviced, give MNAME OF AUTHOR ¥ DATES OF BIRTH AND DEATH
Tng emgicyar Year Born ¥ Year Died ¥
{or othar C
persan lor
e oK Was this contribution to theworka  AUTHOR'S NATIONALITY OR DOMICILE WAS THIS AUTHOR'S CONTRIBUTION TO
25 ‘Authar-of  “work made for hire”? Narms af Causiry THE WORK 1t me answer to ahar
Il:::.:a‘l:‘: and [ Yes Oﬂ{ Citizen of B \ 3 OYes O No :ILLI:E;;”;:‘:;E
space lor dales 0 No Domiciled ink: Peudonymous? [ Yes [] No _fsineions.
Stblrhand NATURE OF AUTHORSHIP Briafly describe nature of material crealed by this authos in which copyright is claimed. W
YEAR IN WHICH CREATION OF THIS DATE AND NATION OF FIRST PUBLICATION OF THIS PARTICULAR WORK
a WORK WAS COMPLETED Thia information -y Gomplate ths ine Mzt e Doy Yearp
2004 Avear inall casge has besn pul blished. o naticn
COPYRIGHT CLAIMANTI(S) Name and address must be given even if the claimant is the same as APPLICATION RECEIVED
the author given in space 2. %
Felix Founder ¥~ ONEDEPDSIT RECEIVED
1000 Bonito Way 5
S6a Insinuctions gm
Detore compiating Tampa, FL 10000 E2 Two DEPOSITS RECEIVED
this spaca, I—ﬂ
2k
gﬂ

MORE ON BACK p « Complate all applicable spaces (numbers 5-3) on the reverse sigs of this page. DO NOT WRITE HERE
+ Sea detailed Instnctions. + Sigrha farm &t Ing & Paga 1ol
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Sample Form TX (back)

EXAMINED BY FORM TX
CHECKED BY
FOR
CORRESPONDENCE EOBEIGHT
Yes OFFICE
USE
ONLY

DO NOT WRITE ABOVE THIS LINE. IF YOU NEED MORE SPACE, USE A SEPARATE CONTINUATION SHEET.
PREVIOUS REGISTRATION Has registration for this work, or for an earlier version of this work, already been made in the Copyright Office?
O Yes [XNo I your answer is “Yes,” why is another registration being sought? (Check appropriate bos.) W
a. [ This is the first published edilion of a work previously regi d in unpublished form.

b. [ This is the first application submitted by this author as copyright claimant.
¢ O This is a changed version of the wark, as shown by space & on this application,
If vour answer is "Yes,” give: Previous Registralion Number p Year of Registration b

DERIVATIVE WORK OR COMPILATION
Preexisting Material Identify any preesisting work or works that this work is hased on or incorporates, % a

Sow instructions

bafore
Material Added to This Work Give a briel, general statement of the material that has been added to this work and in which copyright is claimed, W blhii space.
DEPOSIT ACCOUNT 1f the registration fee is to be charged o a Deposit Account established in the Copyright Office, give name and number of Account.
Name ¥ Account Number W
CORRESPONDENCE Give name and address to which c pond about this application should be sent.  Mame/ Address/ Apt/City /State/ZIF ¥ l)

Felix Founder
1000 Bonito Way
Tampa, FL 10000

Araa cods and dayume telprone omter . (813) 123-4567 i
Emai b
CERTIFICATION? 1, the undersigned, hereby certify that 1 am the Kauthor

[l other copyright claimant

Check only one p

[ ewner of exclusive right{s)

of the work identified in this application and that the T ade
By me in this application are correct to the best of my knowledge,

[ autherized agent of
Mames o author or oihes copyrighl cisimant. o owner al exclusive ightis) &

Typed of printed name and date W If Us application gives a date of publicalion in space 3, do not sign and submil it before Lhat date,

May 1, 2004

W
€
=~
=}
bk
=
(=L
£
(-3
)

Felix Founder

G Handwritten signature {X] ¥

e B B e e e e e e e T

Date p

omgle bl ranEssAry Spacas
N your appicalicn In space 8

=
E-3
‘|

Certificate | namevw
will be

sriited i Felix Founder

window g % -

it NumbsrrStreevagt ¥ . 2 leﬁ:r&‘aﬁﬂlﬂg&eﬂ Inmmnlmmwomer
7 of Copyngh

s 1000 Bonito Way 2 B s

address: CityState/ZIP ¥

Tampa, FL 10000 £

riary ol Congress
Copymight Office

m Aoanue, SE.
Washingion, D .C. 205585000

s o

“17 UL3.C, § 506(e): Any persan who knawingly makos 2 fzise reprosentabon of a matedal fact in the aspication far coayright registration provided far by section 408, or in any wiiter staternent fild i carmection
wih the eppication, shall be finet not mors than 52,500
June 1989—200,000

WEB REV: June 1363

#U.5. GOVERNMENT PRINTING OFFICE. 1998-454-879/49
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Sample Form VA (front)

Under the law
the ‘author’ of
o "work made
for hire" is
genarally the
employer, nat
the employee
(88 Inslruc-
tions). For any
pert of this
wark thal wag
“made lor hire®

check “Yes" in

the space
providad, give
the employer
for other
persan for
wham the wark
was prapared)
a5 "Author” of
that part, and
leave the
spaga for dates
of birth and
death blank.

Sae Instuctons
balare completing
this spaca,

TITLE OF THIS WORK ¥

All About Everything

FORM VA @

For a Work of the Visual Arts
UNITED STATES COPYRIGHT OFFICE

REGISTRATION NUMBER

VA VAL
EFFECTIVE DATE OF REGISTRATION

Month [u] Weapr
- -

LDOROT WRITE ABOVE THISLINEAFYOU NEED MOBE SEACE, USEA SEPARATE CONTINUATION SHEET,

NATURE dl' THIS WORK W Sse instructions

Photographs

PREVIOUS OR ALTERNATIVE TITLES ¥

Publication as a Contribution 1 his work was published as a contribution 10 a pesiodical, serial, oe collection, give infoermation about the collective work in which the

contribil

i uppeared Title ol Collective Waork ¥

IF published in 3 periodical or serial give: Volume W Number ¥

NAME OF AUTHOR ¥

Tssue Date W On Pages W

DATES OF BIRTH AND DEATH

. Year Borm W Year Died W
-/ Mike Minolta 1940
Wik this contribistion to the work o mhnré-: Nflinnaﬁiy or Domicile ‘Was This Author's Contribution to the Work
fon el v & of Country P s It 1het arswes to aither
work LJS': e U.S.A. Ancnymuous? - Yeu BINO g oiestanas
oR Pscudonymous? 1¥es [ No ‘Yo see datailed
X Mo Domiciled in B netructions.
NATURE OF AUTHORSHIP Check appropriate bogies). See instructions
O 3-Dimensional sculpiure O Map [ Technical drawing
[ 2-Dimensional artwork X Photograph O Text
[ Reproduction of work of art Cllewelry design [ Architectural work
NAME OF AUTHOR 7 DATES OF BIRTH AND DEATH
- Year Born W Year Died W

Author’s Nationality or Domicile
Harme of Country

Woas this contribution o the woek 2
“work mde Tor hire™!

Was This Authoer's Contribution to the Work
It tha answer to sither

o s? "
O¥es OR Citizen ot B Anonymon OYes ONo ihise quesins i
Peeudongmess? [ Yes [0 No  "Yes) ses etalled
O Ne Domiciled in B mstuctions.
NATURE OF AUTHORSHIP Check appropriste hoxjes). See
1 3-Dimensional sculpiure I Map [ Teehnical drawing
O 2-Dimensional artwork [ Photograph O Text

[ Reproduction of work of art 7 Jewelry design

Year in Which Creation of This Work Was

. Completed This infermation Camplete this information
| 2004 must be given L0 ONLY i this work
A vaer in all cases. has been published.

COPYRIGHT CLAIMANT(S) Name and address must be given even if the claimant is the same as the

author given in space 2. W
Mike Minolta
100 Grant St.
Chicago, IL 50000

[ Architectural work

Date and Nation of First Publication of This Particular Work

Month May oeyp 11 vearp 2004
U.S.A. o Natian
APPLICATION RECEIVED .

ONE DEPOSIT RECEIVED

TWO DEPOSITS RECEIVED

Transfer If the claiman{s) numed here in spa
Beriiel snntetnet ol how the clabmant(s) obtained ownership of the copyright, ¥

MORE ON BACK p = Compiate all applcable spaces (rumbears 5-8) an the reverse side of this page
« Sign the lom at fne &

= Sea dutalad inglrictians.

e 4 is (are) different from the authos(s) nnmed in space 2, glve a

FUNDS RECEIVED

DO NOT WRITE HERE

OFFICE USE ONLY

D0 NOT WRITE HERE

Page 1 af pages
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Sample Form VA (back)

EDBY FORM VA

EX
CHECKED BY
R — FOR
CORRESPONDENCE COPYRIGHT
Yes OFFICE
USE
ONLY

DO NOT WRITE ABOVE THIS LINE. IF YOU NEED MORE SPACE, USE A SEPARATE CONTINUATION SHEET.

PREVIOUS REGISTRATION Has registration for this work, or for an eardier version of this work, already been made in the Copyright Office?
Ll ¥es [3rNo IF your answier 1 “Yes.” why is another registeation being sought? (Check appropriate box. ) W

a1 [ This is the first published edition of o week previously registens] in unpublished form,
b O
€. [l This is a changed version of the work. as shown by space 6 on this application.

0 o answer i “Yes” give: Previous Registration Number W Year of Registration W

i the first application submitted by this suthor as copyright claimant.

DERIVATIVE WORK OR COMPIL
a. Preexisting Materlal [demily any pr

ATION Complite both spoce i amd &b for i derivitive work; complete only &b for o compilition
ing work or works that this work B4 based on or incorporates,

~ Baa instuciions
belons comaletrg
this space

I, Material Added to This Work Give o brief, general stterment of the material that has boen added o this work amd in which copyright is elaimed. W

DEPOSIT ACCOUNT 1f the registration fee is to be chirged 1o a Depesit Account established in the Copyright Office, give name and mumber of Account,
Name ¥ Avcount Numher ¥

CORRESPONDENCE Give name and address to which comespondence about this application should be sent.  Name! Address! ApuCiny/Stae/ZIP W

Mike Minolta
100 Grant St.
Chicago, IL 50000

Ares code and daytim telephans umber e (312 555-5555 Faxrumber B | )
Emmail B

CERTIFICATION® |, the undersigned, hereby cortify that 1 am the
K author
check enly onc Ll other copyright claimant

[ owmer aof exelusive right(s)

[ authorized agent of
Nama of authar ar athar copyright clakmant, ar cwnar af exchisve ngljs) &

af the wark identified in this application and that fhe i by me in this application are correct b fhe best of my knowledge,

(75}
£
=
=}
[N
=
.
=
(-3
)

Typed or printed name and date ¥ 1f thi= application gives a date of publication in space 3, do not sign and submit it befare that date.
Mike Minolta patep July 1, 2004

Handwritten signature (X] ¥

X
“ Gomplels &t

Carificats. Tiuemery {an your apalieanan o space &
mailed in Mike Minolta
window - 1. [
envelopeto il ?D_'Ear:ﬁ.l&é‘d;lemlirygk;m chick or maney
this 100 Grant St. g D;E;{i?«;lzngfgsm Coppnahts
address:

WS&'.H.&'ZIF' X Library of Corgrass

Chicago, IL 50000 L

D.C. 20EEG-6000

o for copynght raqisirmtion arovidad for by sactan 409, or |n any wilen siatement fred in connection

ANy person who snowngly Makes a false rpresentalon of & material fact in the applic
with tha applicatian, shall ba fined not mara than §2,500

June 1959—100,000 SULS. GOVERNMENT PRINTING OFFICE: 189845487971
WEB REV: June 1959







Jtatutes

Copyright Law

COPYRIGHT ACT OF 1976. The following selected federal statutes are part of the
Copyright Act of 1976, as amended, set out in Title 17 United States Code, Sections
101-810, 1001-1010.

§ 101. Definitions
This statute defines commonly used terms in the Copyright Act of 1976, as amended.

Except as otherwise provided in this title, as used in this title, the following terms and their
variant forms mean the following:

An “anonymous work” is a work on the copies or phonorecords of which no natural person
is identified as author.

An “architectural work” is the design of a building as embodied in any tangible medium of
expression, including a building, architectural plans, or drawings. The work includes the overall
form as well as the arrangement and composition of spaces and elements in the design, but
does not include individual standard features.

“Audiovisual works” are works that consist of a series of related images which are intrinsically
intended to be shown by the use of machines or devices such as projectors, viewers, or electronic
equipment, together with accompanying sounds, if any, regardless of the nature of the material
objects, such as films or tapes, in which the works are embodied.

The “Berne Convention” is the Convention for the Protection of Literary and Artistic Works,
signed at Berne, Switzerland, on September 9, 1886, and all acts, protocols, and revisions
thereto.

The “best edition” of a work is the edition, published in the United States at any time before
the date of deposit, that the Library of Congress determines to be most suitable for its purposes.
A person’s “children” are that person’s immediate offspring, whether legitimate or not, and

any children legally adopted by that person.

A “collective work” is a work, such as a periodical issue, anthology, or encyclopedia, in
which a number of contributions, constituting separate and independent works in themselves,
are assembled into a collective whole.

A “compilation” is a work formed by the collection and assembling of preexisting materials
or of data that are selected, coordinated, or arranged in such a way that the resulting work as a
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whole constitutes an original work of authorship. The term “compilation” includes collective
works.

“Copies” are material objects, other than phonorecords, in which a work is fixed by any
method now known or later developed, and from which the work can be perceived, reproduced,
or otherwise communicated, either directly or with the aid of a machine or device. The term
“copies” includes the material object, other than a phonorecord, in which the work is first
fixed.

“Copyright owner,” with respect to any one of the exclusive rights comprised in a copyright,
refers to the owner of that particular right.

The “country of origin” of a Berne Convention work, for purposes of section 411, is the
United States if—

(1) in the case of a published work, the work is first published—
(A) in the United States;
(B) simultaneously in the United States and another nation or nations adhering to
the Berne Convention, whose law grants a term of copyright protection that is
the same as or longer than the term provided in the United States;

(C) simultaneously in the United States and a foreign nation that does not adhere to

the Berne Convention; or

in a foreign nation that does not adhere to the Berne Convention, and all of the
authors of the work are nationals, domiciliaries, or habitual residents of, or in
the case of an audiovisual work legal entities with headquarters in, the United
States;

(2) in the case of an unpublished work, all the authors of the work are nationals,
domiciliaries, or habitual residents of the United States, or, in the case of an
unpublished audiovisual work, all the authors are legal entities with headquarters in
the United States; or

(3) in the case of a pictorial, graphic, or sculptural work incorporated in a building or
structure, the building or structure is located in the United States.

For the purposes of section 411, the “country of origin” of any other Berne Convention work
is not the United States.

A work is “created” when it is fixed in a copy or phonorecord for the first time; where a work
is prepared over a period of time, the portion of it that has been fixed at any particular time
constitutes the work as of that time, and where the work has been prepared in different versions,
each version constitutes a separate work.

A “derivative work” is a work based upon one or more preexisting works, such as a translation,
musical arrangement, dramatization, fictionalization, motion picture version, sound recording,
art reproduction, abridgment, condensation, or any other form in which a work may be recast,
transformed, or adapted. A work consisting of editorial revisions, annotations, elaborations, or
other modifications which, as a whole, represent an original work of authorship, is a “derivative
work.”

A “device,” “machine,” or “process” is one now known or later developed.

A “digital transmission’ is a transmission in whole or in part in a digital or other non-analog
format.

To “display” a work means to show a copy of it, either directly or by means of a film, slide,
television image, or any other device or process or, in the case of a motion picture or other
audiovisual work, to show individual images nonsequentially.

An “establishment” is a store, shop, or any similar place of business open to the general
public for the primary purpose of selling goods or services in which the majority of the gross

(D
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square feet of space that is nonresidential is used for that purpose, and in which nondramatic
musical works are performed publicly.

The term “financial gain”’ includes receipt, or expectation of receipt, of anything of value,
including the receipt of other copyrighted works.

A work is “fixed” in a tangible medium of expression when its embodiment in a copy or
phonorecord, by or under the authority of the author, is sufficiently permanent or stable to
permit it to be perceived, reproduced, or otherwise communicated for a period of more than
transitory duration. A work consisting of sounds, images, or both, that are being transmitted, is
“fixed” for purposes of this title if a fixation of the work is being made simultaneously with its
transmission.

A “food service or drinking establishment” is a restaurant, inn, bar, tavern, or any other
similar place of business in which the public or patrons assemble for the primary purpose of
being served food or drink, in which the majority of the gross square feet of space that is non-
residential is used for that purpose, and in which nondramatic musical works are performed
publicly.

The “Geneva Phonograms Convention” is the Convention for the Protection of Producers of
Phonograms Against Unauthorized Duplication of Their Phonograms, concluded at Geneva,
Switzerland, on October 29, 1971.

The “gross square feet of space’”” of an establishment means the entire interior space of that
establishment, and any adjoining outdoor space used to serve patrons, whether on a seasonal
basis or otherwise.

The terms “including” and “such as” are illustrative and not limitative.

An “international agreement”” is—

(1) the Universal Copyright Convention;
(2) the Geneva Phonograms Convention;
(3) the Berne Convention;
(4) the WTO Agreement;
(5) the WIPO Copyright Treaty;
(6) the WIPO Performances and Phonograms Treaty; and
(7) any other copyright treaty to which the United States is a party.

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 unitary whole.

“Literary works” are works, other than audiovisual works, expressed in words, numbers, or
other verbal or numerical symbols or indicia, regardless of the nature of the material objects,
such as books, periodicals, manuscripts, phonorecords, film, tapes, disks, or cards, in which
they are embodied.

“Motion pictures” are audiovisual works consisting of a series of related images which, when
shown in succession, impart an impression of motion, together with accompanying sounds, if
any.

To “perform” a work means to recite, render, play, dance, or act it, either directly or by
means of any device or process or, in the case of a motion picture or other audiovisual work, to
show its images in any sequence or to make the sounds accompanying it audible.

A “performing rights society”” is an association, corporation, or other entity that licenses the
public performance of nondramatic musical works on behalf of copyright owners of such
works, such as the American Society of Composers, Authors and Publishers (ASCAP), Broadcast
Music, Inc. (BMI), and SESAC, Inc.
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“Phonorecords” are material objects in which sounds, other than those accompanying a
motion picture or other audiovisual work, are fixed by any method now known or later devel-
oped, and from which the sounds can be perceived, reproduced, or otherwise communicated,
either directly or with the aid of a machine or device. The term “phonorecords” includes the
material object in which the sounds are first fixed.

“Pictorial, graphic, and sculptural works” include two-dimensional and three-dimensional
works of fine, graphic, and applied art, photographs, prints and art reproductions, maps, globes,
charts, diagrams, models, and technical drawings, including architectural plans. Such works
shall include works of artistic craftsmanship insofar as their form but not their mechanical or
utilitarian aspects are concerned; the design of a useful article, as defined in this section, shall
be considered a pictorial, graphic, or sculptural work only if, and only to the extent that, such
design incorporates pictorial, graphic, or sculptural features that can be identified separately
from, and are capable of existing independently of, the utilitarian aspects of the article.

For purposes of Section 513, a “proprietor”” is an individual, corporation, partnership, or
other entity, as the case may be, that owns an establishment or a food service or drinking
establishment, except that no owner or operator of a radio or television station licensed by the
Federal Communications Commission, cable system or satellite carrier, cable or satellite carrier
service or programmer, provider of online services or network access or the operator of facilities
therefor, telecommunications company, or any other such audio or audiovisual service or
programmer now known or as may be developed in the future, commercial subscription music
service, or owner or operator of any other transmission service, shall under any circumstances
be deemed to be a proprietor.

A “pseudonymous work” is a work on the copies or phonorecords of which the author is
identified under a fictitious name.

“Publication” is the distribution of copies or phonorecords of a work to the public by sale or
other transfer of ownership, or by rental, lease, or lending. The offering to distribute copies or
phonorecords to a group of persons for purposes of further distribution, public performance, or
public display, constitutes publication. A public performance or display of a work does not of
itself constitute publication.

To perform or display a work “publicly” means—

(1) to perform or display it at a place open to the public or at any place where a
substantial number of persons outside of a normal circle of a family and its social
acquaintances is gathered; or
to transmit or otherwise communicate a performance or display of the work to a
place specified by clause (1) or to the public, by means of any device or process,
whether the members of the public capable of receiving the performance or display
receive it in the same place or in separate places and at the same time or at different

B

times.

“Registration,” for purposes of sections 205(c)(2), 405, 406, 410(d), 411, 412, and 506(e),
means a registration of a claim in the original or the renewed and extended term of copyright.

“Sound recordings” are works that result from the fixation of a series of musical, spoken, or
other sounds, but not including the sounds accompanying a motion picture or other audiovisual
work, regardless of the nature of the material objects, such as disks, tapes, or other
phonorecords, in which they are embodied.

“State” includes the District of Columbia and the Commonwealth of Puerto Rico, and any
territories to which this title is made applicable by an Act of Congress.

A “transfer of copyright ownership” is an assignment, mortgage, exclusive license, or any
other conveyance, alienation, or hypothecation of a copyright or of any of the exclusive rights
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comprised in a copyright, whether or not it is limited in time or place of effect, but not including
a non-exclusive license.

A “transmission program” is a body of material that, as an aggregate, has been produced for
the sole purpose of transmission to the public in sequence and as a unit.

To “transmit” a performance or display is to communicate it by any device or process
whereby images or sounds are received beyond the place from which they are sent.

A “treaty party”’ is a country or intergovernmental organization other than the United States
that is a party to an international agreement.

The “United States,” when used in a geographical sense, comprises the several States, the
District of Columbia and the Commonwealth of Puerto Rico, and the organized territories under
the jurisdiction of the United States Government.

A “useful article” is an article having an intrinsic utilitarian function that is not merely to
portray the appearance of the article or to convey information. An article that is normally a part
of a useful article is considered a “useful article.”

The author’s “widow” or “widower” is the author’s surviving spouse under the law of the
author’s domicile at the time of his or her death, whether or not the spouse has later remarried.

A “work of visual art” is—

(1) a painting, drawing, print, or sculpture, existing in a single copy, in a limited edition
of 200 copies or fewer that are signed and consecutively numbered by the author,
or, in the case of a sculpture, in multiple cast, carved, or fabricated sculptures of
200 or fewer that are consecutively numbered by the author and bear the signature
or other identifying mark of the author; or
a still photographic image produced for exhibition purposes only, existing in a
single copy that is signed by the author, or in a limited edition of 200 copies or
fewer that are signed and consecutively numbered by the author.

A work of visual art does not include—

(A) (i) any poster, map, globe, chart, technical drawing, diagram, model, applied
art, motion picture or other audio-visual work, book, magazine, newspaper,
periodical, data base, electronic information service, electronic publication,
or similar publication;

(i) any merchandising item or advertising, promotional, descriptive, covering,
or packaging material or container;
(iii) any portion or part of any item described in clause (i) or (ii);

(B) any work made for hire; or

(C) any work not subject to copyright protection under this title.

A “work of the United States Government” is a work prepared by an officer or employee of
the United States Government as part of that person’s official duties.

A “work made for hire” is—

(1) a work prepared by an employee within the scope of his or her employment; or

(2) a work specially ordered or commissioned for use as a contribution to a collective

work, as a part of a motion picture or other audiovisual work, as a translation, as a

supplementary work, as a compilation, as an instructional text, as a test, as answer

material for a test, or as an atlas, if the parties expressly agree in a written instrument
signed by them that the work shall be considered a work made for hire. For the

purpose of the foregoing sentence, a “supplementary work” is a work prepared for
publication as a secondary adjunct to a work by another author for the purpose of
introducing, concluding, illustrating, explaining, revising, commenting upon, or

B
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assisting in the use of the other work, such as forewords, afterwords, pictorial illus-
trations, maps, charts, tables, editorial notes, musical arrangements, answer material
for tests, bibliographies, appendixes, and indexes, and an “instructional text” is a
literary, pictorial, or graphic work prepared for publication and with the purpose of
use in systematic instructional activities.

The terms “WTO Agreement”” and “WTO member country”” have the meanings given those
terms in paragraphs (9) and (10), respectively, of section 2 of the Uruguay Round Agreements
Act. A “computer program’’ is a set of statements or instructions to be used directly or indirectly
in a computer in order to bring about a certain result.

§ 102. Subject matter of copyright: In general
This statute sets out the types of creative works that are and are not protected by copyright.

(a) Copyright protection subsists, in accordance with this title, in original works of authorship
fixed in any tangible medium of expression, now known or later developed, from which
they can be perceived, reproduced, or otherwise communicated, either directly or with
the aid of a machine or device. Works of authorship include the following categories:

1) literary works;

2) musical works, including any accompanying words;

3) dramatic works, including any accompanying music;

4) pantomimes and choreographic works;
)
)
)

U1

pictorial, graphic, and sculptural works;

6) motion pictures and other audiovisual works;

7) sound recordings; and

8) architectural works.

(b) In no case does copyright protection for an original work of authorship extend to any

(
(
(
(
(
(
(
(

idea, procedure, process, system, method of operation, concept, principle, or discovery,
regardless of the form in which it is described, explained, illustrated, or embodied in
such work.

§ 103. Subject matter of copyright: Compilations and derivative works

This statute describes when and how copyright protection applies to works consisting in whole or in
part of preexisting materials.

(@) The subject matter of copyright as specified by section 102 includes compilations and
derivative works, but protection for a work employing preexisting material in which
copyright subsists does not extend to any part of the work in which such material has
been used unlawfully.

The copyright in a compilation or derivative work extends only to the material contributed
by the author of such work, as distinguished from the preexisting material employed in
the work, and does not imply any exclusive right in the preexisting material. The copy-
right in such work is independent of, and does not affect or enlarge the scope, duration,
ownership, or subsistence of, any copyright protection in the preexisting material.

C

§ 104. Subject matter of copyright: National origin
This statute addresses when works created by citizens or nationals of other countries, or works first
published in other countries, are entitled to protection under the U.S. copyright laws.
(@) Unpublished Works.—The works specified by sections 102 and 103, while unpublished,
are subject to protection under this title without regard to the nationality or domicile of
the author.
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(b) Published Works.—The works specified by section 102 and 103, when published, are
subject to protection under this title if—

(1) on the date of first publication, one or more of the authors is a national or domiciliary
of the United States, or is a national, domiciliary, or sovereign authority of a foreign
nation that is a party to a copyright treaty to which the United States is also a party,
or is a stateless person, wherever that person may be domiciled; or

(2) the work is first published in the United States or in a foreign nation that, on the
date of first publication, is a treaty party; or

(3) the work is a sound recording that was first fixed in a treaty party; or

the work is a pictorial, graphic, or sculptural work that is incorporated in a building

or other structure, or an architectural work that is embodied in a building and the

building or structure is located in the United States or a treaty party; or

the work is first published by the United Nations or any of its specialized agencies,

or by the Organization of American States; or

(6) the work comes within the scope of a Presidential proclamation. Whenever the

President finds that a particular foreign nation extends, to works by authors who are
nationals or domiciliaries of the United States or to works that are first published in
the United States, copyright protection on substantially the same basis as that on
which the foreign nation extends protection to works of its own nationals and
domiciliaries and works first published in that nation, the President may by
proclamation extend protection under this title to works of which one or more of the
authors is, on the date of first publication, a national, domiciliary, or sovereign
authority of that nation, or which was first published in that nation. The President
may revise, suspend, or revoke any such proclamation or impose any conditions or
limitations on protection under a proclamation.

For purposes of paragraph (2), a work that is published in the United States or a treaty party
within 30 days after publication in a foreign nation that is not a treaty party shall be considered
to be first published in the United States or such treaty party, as the case may be.

(c) Effect of Berne Convention.—No right or interest in a work eligible for protection under
this title may be claimed by virtue of, or in reliance upon, the provisions of the Berne
Convention, or the adherence of the United States thereto. Any rights in a work eligible
for protection under this title that shall not be expanded or reduced by virtue of, or in
reliance upon, the provisions of the Berne Convention, or the adherence of the United

=

“G

States thereto.

(d) Effect of phonograms treaties.—Notwithstanding the provisions of subsection (b), no
works other than sound recordings shall be eligible for protection under this title solely
by virtue of the adherence of the United States to the Geneva Phonograms Convention or
the WIPO Performances and Phonograms Treaty. [Note: This subsection takes effect
upon the entry into force of the WIPO Performances and Phonograms Treaty with respect
to the United States.]

§ 106. Exclusive rights in copyrighted works
This statute specifies the separate rights that make up the bundle of rights protected by copyright.

Subject to sections 107 through 120, the owner of copyright under this title has the exclusive
rights to do and to authorize any of the following:

(1) to reproduce the copyrighted work in copies or phonorecords;

(2) to prepare derivative works based upon the copyrighted work;
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(3) to distribute copies or phonorecords of the copyrighted work to the public by sale or
other transfer of ownership, or by rental, lease, or lending;

(4) in the case of literary, musical, dramatic, and choreographic works, pantomimes,
and motion pictures and other audiovisual works, to perform the copyrighted work
publicly; and

(5) in the case of literary, musical, dramatic, and choreographic works, pantomimes,
and pictorial, graphic, or sculptural works, including the individual images of a
motion picture or other audiovisual work, to display the copyrighted work publicly.

(6) in the case of sound recordings, to perform the copyrighted work publicly by means
of a digital audio transmission.

§ 106A. Rights of certain authors to attribution and integrity

This statute provides authors of works of visual art with certain rights commonly known as moral
rights—such as the right to claim or disclaim authorship and the right to prevent mutilation or distortion
of a work. It addresses such issues as the duration of these rights and the circumstances under which
they may be waived.

(a) Rights of Attribution and Integrity.—Subject to section 107 and independent of the
exclusive rights provided in section 106, the author of a work of visual art—

(1) shall have the right—

(A) to claim authorship of that work, and

(B) to prevent the use of his or her name as the author of any work of visual art
which he or she did not create;

(2) shall have the right to prevent the use of his or her name as the author of the work
of visual art in the event of a distortion, mutilation, or other modification of the
work which would be prejudicial to his or her honor or reputation; and

(3) subject to the limitations set forth in section 113(d)[not provided in this desk
reference], shall have the right—

(A) to prevent any intentional distortion, mutilation, or other modification of that
work which would be prejudicial to his or her honor or reputation, and any
intentional distortion, mutilation, or modification of that work is a violation of
that right, and

(B) to prevent any destruction of a work of recognized stature, and any intentional
or grossly negligent destruction of that work is a violation of that right.

(b) Scope and Exercise of Rights.—Only the author of a work of visual art has the rights
conferred by subsection (a) in that work, whether or not the author is the copyright
owner. The authors of a joint work of visual art are co-owners of the rights conferred by
subsection (a) in that work.

(c) Exceptions.—(1) The modification of a work of visual art which is a result of the passage
of time or the inherent nature of the materials is not a distortion, mutilation, or other
modification described in subsection (a)(3)(A).

(2) The modification of a work of visual art which is the result of conservation, or of the
public presentation, including lighting and placement, of the work is not a destruction,
distortion, mutilation, or other modification described in subsection (a)(3) unless the
modification is caused by gross negligence.

(3) The rights described in paragraphs (1) and (2) of subsection (a) shall not apply to
any reproduction, depiction, portrayal, or other use of a work in, upon, or in any
connection with any item described in subparagraph (A) or (B) of the definition of
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“work of visual art” in section 101, and any such reproduction, depiction, portrayal,
or other use of a work is not a destruction, distortion, mutilation, or other modifica-
tion described in paragraph (3) of subsection (a).

(d) Duration of Rights.—(1) With respect to works of visual art created on or after the effec-
tive date set forth in section 610(a) of the Visual Artists Rights Act of 1990, the rights
conferred by subsection (a) shall endure for a term consisting of the life of the author.

(2) With respect to works of visual art created before the effective date set forth in
section 610(a) of the Visual Artists Rights Act of 1990, but title to which has not, as
of such effective date, been transferred from the author, the rights conferred by
subsection (a) shall be coextensive with, and shall expire at the same time as, the
rights conferred by section 106.

(3) In the case of a joint work prepared by two or more authors, the rights conferred by
subsection (a) shall endure for a term consisting of the life of the last surviving
author.

All terms of the rights conferred by subsection (a) run to the end of the calendar year

in which they would otherwise expire.

(e) Transfer and Waiver.—(1) The rights conferred by subsection (a) may not be transferred,
but those rights may be waived if the author expressly agrees to such waiver in a written
instrument signed by the author. Such instrument shall specifically identify the work, and
uses of that work, to which the waiver applies, and the waiver shall apply only to the
work and uses so identified. In the case of a joint work prepared by two or more authors,
a waiver of rights under this paragraph made by one such author waives such rights for
all such authors.

(2) Ownership of the rights conferred by subsection (a) with respect to a work of visual art is
distinct from ownership of any copy of that work, or of a copyright or any exclusive right
under a copyright in that title work. Transfer of ownership of any copy of a work of visual
art, or of a copyright or any exclusive right under a copyright, shall not constitute a
waiver of the rights conferred by subsection (a). Except as may otherwise be agreed by
the author in a written instrument signed by the author, a waiver of the rights conferred
by subsection (a) with respect to a work of visual art shall not constitute a transfer of
ownership of any copy of that work, or of ownership of a copyright or of any exclusive
right under a copyright in that work.

(4

§ 107. Limitations on exclusive rights: Fair use

This statute describes the circumstances under which a work protected by copyright may be used
without the copyright owner’s permission—commonly known as the fair use doctrine.

Notwithstanding the provisions of sections 106 and 106A, the fair use of a copyrighted work,
including such use by reproduction in copies or phonorecords or by any other means specified
by that section, for purposes such as criticism, comment, news reporting, teaching (including
multiple copies for classroom use), scholarship, or research, is not an infringement of copyright.
In determining whether the use made of a work in any particular case is a fair use the factors to
be considered shall include—
(1) the purpose and character of the use, including whether such use is of a commercial
nature or is for nonprofit educational purposes;
(2) the nature of the copyrighted work;
(3) the amount and substantiality of the portion used in relation to the copyrighted work as a
whole; and
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(4) the effect of the use upon the potential market for or value of the copyrighted work.
The fact that a work is unpublished shall not itself bar a finding of fair use if such finding is
made upon consideration of all the above factors.

§ 108. Limitations on exclusive rights: Reproduction by libraries and archives

This statute sets out the conditions under which libraries may legally copy materials protected by
copyright without permission from the copyright owner.
(a) Except as otherwise provided in this title and notwithstanding the provisions of section
106, it is not an infringement of copyright for a library or archives, or any of its employees
acting within the scope of their employment, to reproduce no more than one copy or
phonorecord of a work, except as provided in subsections (b) and (c), or to distribute
such copy or phonorecord, under the conditions specified by this section, if—
(1) the reproduction or distribution is made without any purpose of direct or indirect
commercial advantage;

(2) the collections of the library or archives are (i) open to the public, or (ii) available
not only to researchers affiliated with the library or archives or with the institution of
which it is a part, but also to other persons doing research in a specialized field; and

(3) the reproduction or distribution of the work includes a notice of copyright that

appears on the copy or phonorecord that is reproduced under the provisions of this
section, or includes a legend stating that the work may be protected by copyright if
no such notice can be found on the copy or phonorecord that is reproduced under
the provisions of this section.
The rights of reproduction and distribution under this section apply to three copies or
phonorecords of an unpublished work duplicated solely for purposes of preservation and
security or for deposit for research use in another library or archives of the type described
by clause (2) of subsection (a), if—
(1) the copy or phonorecord reproduced is currently in the collections of the library or
archives; and

2

(2) any such copy or phonorecord that is reproduced in digital format is not otherwise
distributed in that format and is not made available to the public in that format
outside the premises of the library or archives.

The right of reproduction under this section applies to three copies or phonorecords of a
published work duplicated solely for the purpose of replacement of a copy or
phonorecord that is damaged, deteriorating, lost, or stolen, or if the existing format in
which the work is stored has become obsolete, if—

c

(1) the library or archives has, after a reasonable effort, determined that an unused
replacement cannot be obtained at a fair price; and

(2) any such copy or phonorecord that is reproduced in digital format is not made
available to the public in that format outside the premises of the library or archives
in lawful possession of such copy.

For purposes of this subsection, a format shall be considered obsolete if the machine or
device necessary to render perceptible a work stored in that format is no longer manufactured
or is no longer reasonably available in the commercial marketplace.

(d) The rights of reproduction and distribution under this section apply to a copy, made from

the collection of a library or archives where the user makes his or her request or from
that of another library or archives, of no more than one article or other contribution to a
copyrighted collection or periodical issue, or to a copy or phonorecord of a small part of
any other copyrighted work, if—
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(1) the copy or phonorecord becomes the property of the user, and the library or
archives has had no notice that the copy or phonorecord would be used for any
purpose other than private study, scholarship, or research; and

(2) the library or archives displays prominently, at the place where orders are accepted,
and includes on its order form, a warning of copyright in accordance with require-
ments that the Register of Copyrights shall prescribe by regulation.

(e) The rights of reproduction and distribution under this section apply to the entire work, or
to a substantial part of it, made from the collection of a library or archives where the user
makes his or her request or from that of another library or archives, if the library or
archives has first determined, on the basis of a reasonable investigation, that a copy or
phonorecord of the copyrighted work cannot be obtained at a fair price, if—

(1) the copy or phonorecord becomes the property of the user, and the library or
archives has had no notice that the copy or phonorecord would be used for any
purpose other than private study, scholarship, or research; and

(2) the library or archives displays prominently, at the place where orders are accepted,
and includes on its order form, a warning of copyright in accordance with require-
ments that the Register of Copyrights shall prescribe by regulation.

Nothing in this section—

=

(1) shall be construed to impose liability for copyright infringement upon a library or
archives or its employees for the unsupervised use of reproducing equipment
located on its premises: Provided, That such equipment displays a notice that the
making of a copy may be subject to the copyright law;

(2) excuses a person who uses such reproducing equipment or who requests a copy or
phonorecord under subsection (d) from liability for copyright infringement for any
such act, or for any later use of such copy or phonorecord, if it exceeds fair use as
provided by section 107;

(3) shall be construed to limit the reproduction and distribution by lending of a limited
number of copies and excerpts by a library or archives of an audiovisual news
program, subject to clauses (1), (2), and (3) of subsection (a); or

(4) in any way affects the right of fair use as provided by section 107, or any contractual
obligations assumed at any time by the library or archives when it obtained a copy
or phonorecord of a work in its collections.

(g) The rights of reproduction and distribution under this section extend to the isolated and
unrelated reproduction or distribution of a single copy or phonorecord of the same
material on separate occasions, but do not extend to cases where the library or archives,
or its employee—

(1) is aware or has substantial reason to believe that it is engaging in the related or
concerted reproduction or distribution of multiple copies or phonorecords of the
same material, whether made on one occasion or over a period of time, and
whether intended for aggregate use by one or more individuals or for separate use
by the individual members of a group; or
engages in the systematic reproduction or distribution of single or multiple copies or
phonorecords of material described in subsection (d): Provided, That nothing in this
clause prevents a library or archives from participating in interlibrary arrangements
that do not have as their purpose or effect, that the library or archives receiving such
copies or phonorecords for distribution does so in such aggregate quantities as to
substitute for a subscription to or purchase of such work.

B
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(h) (1) For purposes of this section, during the last 20 years of any term of copyright of a published
work, a library or archives, including a nonprofit educational institution that functions as
such, may reproduce, distribute, display, or perform in facsimile or digital form a copy or
phonorecord of such work, or portions thereof, for purposes of preservation, scholarship,
or research, if such library or archives has first determined, on the basis of a reasonable
investigation, that none of the conditions set forth in subparagraphs (A), (B), and (C) of
paragraph (2) apply.

(2) No reproduction, distribution, display, or performance is authorized under this
subsection if—
(A) the work is subject to normal commercial exploitation;
(B) a copy or phonorecord of the work can be obtained at a reasonable price; or
(C) the copyright owner or its agent provides notice pursuant to regulations
promulgated by the Register of Copyrights that either of the conditions set forth
in subparagraphs (A) and (B) applies.
(3) The exemption provided in this subsection does not apply to any subsequent uses
by users other than such library or archives.

(i) The rights of reproduction and distribution under this section do not apply to a
musical work, a pictorial, graphic or sculptural work, or a motion picture or
other audiovisual work other than an audiovisual work dealing with news,
except that no such limitation shall apply with respect to rights granted by
subsections (b) and (c), or with respect to pictorial or graphic works published as
illustrations, diagrams, or similar adjuncts to works of which copies are
reproduced or distributed in accordance with subsections (d) and (e).

§ 109. Limitations on exclusive rights: Effect of transfer of particular copy or
phonorecord
This statute:

e sets out what is known as the first sale doctrine—which permits the rightful owner of a copy
of a copyrighted work to sell the copy to another party, and

e describes the circumstances under which a copy of a protected work may be rented, leased
or displayed to others without the copyright owner’s permission.

(@) Notwithstanding the provisions of section 106(3), the owner of a particular copy or
phonorecord lawfully made under this title, or any person authorized by such owner, is
entitled, without the authority of the copyright owner, to sell or otherwise dispose of the
possession of that copy or phonorecord. Notwithstanding the preceding sentence, copies
or phonorecords of works subject to restored copyright under section 104A that are
manufactured before the date of restoration of copyright or, with respect to reliance
parties, before publication or service of notice under section 104A(e), may be sold or
otherwise disposed of without the authorization of the owner of the restored copyright for
purposes of direct or indirect commercial advantage only during the 12-month period
beginning on—

(1) the date of the publication in the Federal Register of the notice of intent filed with
the Copyright Office under section 104A(d)(2)(A), or
(2) the date of the receipt of actual notice served under section 104A(d)(2)(B), which-
ever occurs first.
(b)(1)(A) Notwithstanding the provisions of subsection (a), unless authorized by the owners of
copyright in the sound recording or the owner of copyright in a computer program
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(including any tape, disk, or other medium embodying such program), and in the case of
a sound recording in the musical works embodied therein, neither the owner of a particular
phonorecord nor any person in possession of a particular copy of a computer program
(including any tape, disk, or other medium embodying such program), may, for the
purposes of direct or indirect commercial advantage, dispose of, or authorize the disposal
of, the possession of that phonorecord or computer program (including any tape, disk, or
other medium embodying such program) by rental, lease, or lending, or by any other act
or practice in the nature of rental, lease, or lending. Nothing in the preceding sentence
shall apply to the rental, lease, or lending of a phonorecord for nonprofit purposes by a
nonprofit library or nonprofit educational institution. The transfer of possession of a law-
fully made copy of a computer program by a nonprofit educational institution to another
nonprofit educational institution or to faculty, staff, and students does not constitute
rental, lease, or lending for direct or indirect commercial purposes under this subsection.
(B) This subsection does not apply to—

(i) a computer program which is embodied in a machine or product and which
cannot be copied during the ordinary operation or use of the machine or product;
or

(ii) a computer program embodied in or used in conjunction with a limited purpose
computer that is designed for playing video games and may be designed for
other purposes.

(C) Nothing in this subsection affects any provision of chapter 9 of this title.

(2)(A) Nothing in this subsection shall apply to the lending of a computer program for non-

profit purposes by a nonprofit library, if each copy of a computer program which is
lent by such library has affixed to the packaging containing the program a warning
of copyright in accordance with requirements that the Register of Copyrights shall
prescribe by regulation.

Not later than three years after the date of the enactment of the Computer Software
Rental Amendments Act of 1990, and at such times thereafter as the Register of
Copyright considers appropriate, the Register of Copyrights, after consultation with
representatives of copyright owners and librarians, shall submit to the Congress a
report stating whether this paragraph has achieved its intended purpose of maintain-
ing the integrity of the copyright system while providing nonprofit libraries the
capability to fulfill their function. Such report shall advise the Congress as to any
information or recommendations that the Register of Copyrights considers necessary
to carry out the purposes of this subsection.

E

(3) Nothing in this subsection shall affect any provision of the antitrust laws. For purposes of

the preceding sentence, ‘antitrust laws’ has the meaning given that term in the first section
of the Clayton Act and includes section 5 of the Federal Trade Commission Act to the
extent that section relates to unfair methods of competition.
Any person who distributes a phonorecord or a copy of a computer program (including
any tape, disk, or other medium embodying such program) in violation of paragraph (1) is
an infringer of copyright under section 501 of this title and is subject to the remedies set
forth in sections 502, 503, 504, 505, and 509. Such violation shall not be a criminal
offense under section 506 or cause such person to be subject to the criminal penalties set
forth in section 2319 of title 18.

(c) Notwithstanding the provisions of section 106(5), the owner of a particular copy

lawfully made under this title, or any person authorized by such owner, is entitled,
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without the authority of the copyright owner, to display that copy publicly, either
directly or by the projection of no more than one image at a time, to viewers present
at the place where the copy is located.

The privileges prescribed by subsections (a) and (c) do not, unless authorized by the
copyright owner, extend to any person who has acquired possession of the copy or
phonorecord from the copyright owner, by rental, lease, loan, or otherwise, without
acquiring ownership of it.

Notwithstanding the provisions of sections 106(4) and 106(5), in the case of an
electronic audiovisual game intended for use in coin-operated equipment, the
owner of a particular copy of such a game lawfully made under this title, is entitled,
without the authority of the copyright owner of the game, to publicly perform or
display that game in coin-operated equipment, except that this subsection shall not
apply to any work of authorship embodied in the audiovisual game if the copyright
owner of the electronic audiovisual game is not also the copyright owner of the
work of authorship.

=

°

§ 117. Limitations on exclusive rights: Computer programs

This statute governs when copies of computer programs may be made without permission from the
copyright owner.

(@)

(b)

(c)

(d)

Making of additional copy or adaptation by owner of copy.—Notwithstanding the
provisions of section 106, it is not an infringement for the owner of a copy of a computer
program to make or authorize the making of another copy or adaptation of that computer
program provided:

(1) that such a new copy or adaptation is created as an essential step in the utilization
of the computer program in conjunction with a machine and that it is used in no
other manner, or

(2) that such new copy or adaptation is for archival purposes only and that all archival
copies are destroyed in the event that continued possession of the computer
program should cease to be rightful.

Lease, sale, or other transfer of additional copy or adaptation.—Any exact copies pre-
pared in accordance with the provisions of this section may be leased, sold, or otherwise
transferred, along with the copy from which such copies were prepared, only as part of
the lease, sale, or other transfer of all rights in the program. Adaptations so prepared may
be transferred only with the authorization of the copyright owner.

Machine maintenance or repair.—Notwithstanding the provisions of section 106, it is
not an infringement for the owner or lessee of a machine to make or authorize the making
of a copy of a computer program if such copy is made solely by virtue of the activation of
a machine that lawfully contains an authorized copy of the computer program, for
purposes only of maintenance or repair of that machine, if—

(1) such new copy is used in no other manner and is destroyed immediately after the
maintenance or repair is completed; and

(2) with respect to any computer program or part thereof that is not necessary for that
machine to be activated, such program or part thereof is not accessed or used other
than to make such new copy by virtue of the activation of the machine.

Definitions.—For purposes of this section—

(1) the “maintenance” of a machine is the servicing of the machine in order to make it
work in accordance with its original specifications and any changes to those specifi-
cations authorized for that machine; and
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(2) the “repair” of a machine is the restoring of the machine to the state of working in
accordance with its original specifications and any changes to those specifications
authorized for that machine.

§ 120. Scope of exclusive rights in architectural works
This statute governs when architectural works may be reproduced, altered or destroyed.

(a) Pictorial representations permitted.—The copyright in an architectural work that has
been constructed does not include the right to prevent the making, distributing, or public
display of pictures, paintings, photographs, or other pictorial representations of the work,
if the building in which the work is embodied is located in or ordinarily visible from a
public place.

(b) Alterations to and destruction of buildings.—Notwithstanding the provisions of section
106(2), the owners of a building embodying an architectural work may, without the
consent of the author or copyright owner of the architectural work, make or authorize the
making of alterations to such building, and destroy or authorize the destruction of such
building.

§ 201. Ownership of copyright
This statute explains who initially owns the copyright in a work.

(@) Initial Ownership.—Copyright in a work protected under this title vests initially in the
author or authors of the work. The authors of a joint work are co-owners of copyright in
the work.

(b) Works Made for Hire.—In the case of a work made for hire, the employer or other person
for whom the work was prepared is considered the author for purposes of this title, and,
unless the parties have expressly agreed otherwise in a written instrument signed by
them, owns all of the rights comprised in the copyright.

§ 204. Execution of transfers of copyright ownership
This statute sets out the requirements for transfers of copyright ownership (assignments).

(@) A transfer of copyright ownership, other than by operation of law, is not valid unless an
instrument of conveyance, or a note or memorandum of the transfer, is in writing and
signed by the owner of the rights conveyed or such owner’s duly authorized agent.

(b) A certificate of acknowledgement is not required for the validity of a transfer, but is prima
facie evidence of the execution of the transfer if—

(1) in the case of a transfer executed in the United States, the certificate is issued by a
person authorized to administer oaths within the United States; or

(2) in the case of a transfer executed in a foreign country, the certificate is issued by a
diplomatic or consular officer of the United States, or by a person authorized to
administer oaths whose authority is proved by a certificate of such an officer.

§ 205. Recordation of transfers and other documents

This statute sets out the procedures for recording a copyright transfer and establishes a set of priorities
in case of conflicting transfers.

(@) Conditions for Recordation.—Any transfer of copyright ownership or other document
pertaining to a copyright may be recorded in the Copyright Office if the document filed
for recordation bears the actual signature of the person who executed it, or if it is accom-
panied by a sworn or official certification that it is a true copy of the original, signed
document.
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(b) Certificate of Recordation.—The Register of Copyrights shall, upon receipt of a document
as provided by subsection (a) and of the fee provided by section 708, record the document
and return it with a certificate of recordation.

(c) Recordation as Constructive Notice.—Recordation of a document in the Copyright
Office gives all persons constructive notice of the facts stated in the recorded document,
but only if—

(1) the document, or material attached to it, specifically identifies the work to which it
pertains so that, after the document is indexed by the Register of Copyrights, it
would be revealed by a reasonable search under the title or registration number of
the work; and

(2) registration has been made for the work.

(d) Priority Between Conflicting Transfers.—As between two conflicting transfers, the one
executed first prevails if it is recorded, in the manner required to give constructive notice
under subsection (c), within one month after its execution in the United States or within
two months after its execution outside the United States, or at any time before recordation
in such manner of the later transfer. Otherwise the later transfer prevails if recorded first
in such manner, and if taken in good faith, for valuable consideration or on the basis of a
binding promise to pay royalties, and without notice of the earlier transfer.

(e) Priority Between Conflicting Transfer of Ownership and Non-exclusive License.—A
non-exclusive license, whether recorded or not, prevails over a conflicting transfer of
copyright ownership if the license is evidenced by a written instrument signed by the
owner of the rights licensed or such owner’s duly authorized agent, and if—

(1) the license was taken before execution of the transfer; or

(2) the license was taken in good faith before recordation of the transfer and without
notice of it.

§ 302. Duration of copyright: Works created on or after January 1, 1978

This statute sets out the duration of copyright protection for works created in or after 1978. The duration
depends on the date of creation or the date of publication, and on the nature of the authorship. The
statute governing the duration of works created before 1978 is not included in this desk reference.

(@) In General.—Copyright in a work created on or after January 1, 1978, subsists from its
creation and, except as provided by the following subsections, endures for a term
consisting of the life of the author and 70 years after the author’s death.

(b) Joint Works.—In the case of a joint work prepared by two or more authors who did not
work for hire, the copyright endures for a term consisting of the life of the last surviving
author and 70 years after such last surviving author’s death.

(c) Anonymous Works, Pseudonymous Works, and Works Made for Hire.—In the case of an
anonymous work, a pseudonymous work, or a work made for hire, the copyright endures
for a term of 95 years from the year of its first publication, or a term of 120 years from the
year of its creation, whichever expires first. If, before the end of such term, the identity of
one or more of the authors of an anonymous or pseudonymous work is revealed in the
records of a registration made for that work under subsections (a) or (d) of section 408, or
in the records provided by this subsection, the copyright in the work endures for the term
specified by subsection (a) or (b), based on the life of the author or authors whose identity
has been revealed. Any person having an interest in the copyright in an anonymous or
pseudonymous work may at any time record, in records to be maintained by the Copy-
right Office for that purpose, a statement identifying one or more authors of the work; the
statement shall also identify the person filing it, the nature of that person’s interest, the
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source of the information recorded, and the particular work affected, and shall comply in
form and content with requirements that the Register of Copyrights shall prescribe by
regulation.

(d) Records Relating to Death of Authors.—Any person having an interest in a copyright
may at any time record in the Copyright Office a statement of the date of death of the
author of the copyrighted work, or a statement that the author is still living on a particular
date. The statement shall identify the person filing it, the nature of that person’s interest,
and the source of the information recorded, and shall comply in form and content with
requirements that the Register of Copyrights shall prescribe by regulation. The Register
shall maintain current records of information relating to the death of authors of copy-
righted works, based on such recorded statements and, to the extent the Register considers
practicable, on data contained in any of the records of the Copyright Office or in other
reference sources.

(e) Presumption as to Author’s Death.—After a period of 95 years from the year of first
publication of a work, or a period of 120 years from the year of its creation, whichever
expires first, any person who obtains from the Copyright Office a certified report that the
records provided by subsection (d) disclose nothing to indicate that the author of the work
is living, or died less than 70 years before, is entitled to the benefit of a presumption that
the author has been dead for at least 70 years. Reliance in good faith upon this presumption
shall be a complete defense to any action for infringement under this title.

§ 401. Notice of copyright: Visually perceptible copies

This statute explains the proper form for a copyright notice, as well as when, where and why a copy-
right notice should be placed on a work of expression.

(@) General Provisions.—Whenever a work protected under this title is published in the
United States or elsewhere by authority of the copyright owner, a notice of copyright as
provided by this section may be placed on publicly distributed copies from which the
work can be visually perceived, either directly or with the aid of a machine or device.

(b) Form of Notice.—If a notice appears on the copies, it shall consist of the following three

elements:

(1) the symbol © (the letter C in a circle), or the word “Copyright,” or the abbreviation
“Copr.”; and

(2) the year of first publication of the work; in the case of compilations or derivative
works incorporating previously published material, the year date of first publication
of the compilation or derivative work is sufficient. The year date may be omitted
where a pictorial, graphic, or sculptural work, with accompanying text matter, if
any, is reproduced in or on greeting cards, postcards, stationery, jewelry, dolls, toys,
or any useful articles; and

(3) the name of the owner of copyright in the work, or an abbreviation by which the
name can be recognized, or a generally known alternative designation of the owner.

Position of Notice.—The notice shall be affixed to the copies in such manner and location

as to give reasonable notice of the claim of copyright. The Register of Copyrights shall

prescribe by regulation, as examples, specific methods of affixation and positions of the

~

(c

notice on various types of works that will satisfy this requirement, but these specifications
shall not be considered exhaustive.

(d) Evidentiary Weight of Notice.—If a notice of copyright in the form and position specified
by this section appears on the published copy or copies to which a defendant in a copy-
right infringement suit had access, then no weight shall be given to such a defendant’s
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interposition of a defense based on innocent infringement in mitigation of actual or
statutory damages, except as provided in the last sentence of section 504(c)(2).

§ 402. Notice of copyright: Phonorecords of sound recordings

This statute governs how, when, where and why to place a copyright notice on a phonorecord (the
media on which sounds are fixed for the purpose of distribution essentially, and reproduction).

(@) General Provisions.—Whenever a sound recording protected under this title is published
in the United States or elsewhere by authority of the copyright owner, a notice of copy-
right as provided by this section may be placed on publicly distributed phonorecords of
the sound recording.

(b) Form of Notice.—If a notice appears on the phonorecords, it shall consist of the following
three elements:

(1) the symbol ® (the letter P in a circle); and

(2) the year of first publication of the sound recording; and

(3) the name of the owner of copyright in the sound recording, or an abbreviation by
which the name can be recognized, or a generally known alternative designation of
the owner; if the producer of the sound recording is named on the phonorecord
labels or containers, and if no other name appears in conjunction with the notice,
the producer’s name shall be considered a part of the notice.

(c) Position of Notice.—The notice shall be placed on the surface of the phonorecord, or on
the phonorecord label or container, in such manner and location as to give reasonable
notice of the claim of copyright.

(d) Evidentiary Weight of Notice.—If a notice of copyright in the form and position specified
by this section appears on the published phonorecord or phonorecords to which a
defendant in a copyright infringement suit had access, then no weight shall be given to
such a defendant’s interposition of a defense based on innocent infringement in mitigation
of actual or statutory damages, except as provided in the last sentence of section
504(c)(2).

§ 405. Notice of copyright: Omission of notice on certain copies and phonorecords

This statute describes the legal consequences of failing to put a valid copyright notice on a published
work. The consequences are different for works published before and after March 1, 1989.

(@) Effect of Omission on Copyright.—With respect to copies and phonorecords publicly
distributed by authority of the copyright owner before the effective date of the Berne
Convention Implementation Act of 1988, the omission of the copyright notice described
in sections 401 through 403 from copies or phonorecords publicly distributed by authority
of the copyright owner does not invalidate the copyright in a work if—

(1) the notice has been omitted from no more than a relatively small number of copies
or phonorecords distributed to the public; or

(2) registration for the work has been made before or is made within five years after the
publication without notice, and a reasonable effort is made to add notice to all
copies or phonorecords that are distributed to the public in the United States after
the omission has been discovered; or

(3) the notice has been omitted in violation of an express requirement in writing that, as

a condition of the copyright owner’s authorization of the public distribution of
copies or phonorecords, they bear the prescribed notice.
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(b) Effect of Omission on Innocent Infringers.—Any person who innocently infringes a
copyright, in reliance upon an authorized copy or phonorecord from which the copyright
notice has been omitted and which was publicly distributed by authority of the copyright
owner before the effective date of the Berne Convention Implementation Act of 1988,
incurs no liability for actual or statutory damages under section 504 for any infringing
acts committed before receiving actual notice that registration for the work has been
made under section 408, if such person proves that he or she was misled by the omission
of notice. In a suit for infringement in such a case the court may allow or disallow
recovery of any of the infringer’s profits attributable to the infringement, and may enjoin
the continuation of the infringing undertaking or may require, as a condition of permitting
the continuation of the infringing undertaking, that the infringer pay the copyright owner
a reasonable license fee in an amount and on terms fixed by the court.

(c) Removal of Notice.—Protection under this title is not affected by the removal, destruction,
or obliteration of the notice, without the authorization of the copyright owner, from any
publicly distributed copies or phonorecords.

§ 407. Deposit of copies or phonorecords for Library of Congress

This statute covers requirements for depositing a published work with the Library of Congress, which
is done through the U.S. Copyright Office.

(@) Except as provided by subsection (c), and subject to the provisions of subsection (e), the
owner of copyright or of the exclusive right of publication in a work published in the
United States shall deposit, within three months after the date of such publication—

(1) two complete copies of the best edition; or

(2) if the work is a sound recording, two complete phonorecords of the best edition,
together with any printed or other visually perceptible material published with such
phonorecords.

Neither the deposit requirements of this subsection nor the acquisition provisions of subsection

(e) are conditions of copyright protection.

(b) The required copies or phonorecords shall be deposited in the Copyright Office for the
use or disposition of the Library of Congress. The Register of Copyrights shall, when
requested by the depositor and upon payment of the fee prescribed by section 708, issue
a receipt for the deposit.

(c) The Register of Copyrights may by regulation exempt any categories of material from the
deposit requirements of this section, or require deposit of only one copy or phonorecord
with respect to any categories. Such regulations shall provide either for complete exemp-
tion from the deposit requirements of this section, or for alternative forms of deposit
aimed at providing a satisfactory archival record of a work without imposing practical or
financial hardships on the depositor, where the individual author is the owner of copy-
right in a pictorial, graphic, or sculptural work and (i) less than five copies of the work
have been published, or (ii) the work has been published in a limited edition consisting
of numbered copies the monetary value of which would make the mandatory deposit of
two copies of the best edition of the work burdensome, unfair, or unreasonable.

(d) At any time after publication of a work as provided by subsection (a), the Register of
Copyrights may make written demand for the required deposit on any of the persons
obligated to make the deposit under subsection (a). Unless deposit is made within three
months after the demand is received, the person or persons on whom the demand was
made are liable—
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(1) to a fine of not more than $250 for each work; and

(2) to pay into a specially designated fund in the Library of Congress the total retail
price of the copies or phonorecords demanded, or, if no retail price has been fixed,
the reasonable cost of the Library of Congress of acquiring them; and

(3) to pay a fine of $2,500, in addition to any fine or liability imposed under clauses (1)

and (2), if such person willfully or repeatedly fails or refuses to comply with such a
demand.

(e) With respect to transmission programs that have been fixed and transmitted to the public
in the United States but have not been published, the Register of Copyrights shall, after
consulting with the Librarian of Congress and other interested organizations and officials,
establish regulations governing the acquisition, through deposit or otherwise, of copies or
phonorecords of such programs for the collections of the Library of Congress.

(1) The Librarian of Congress shall be permitted, under the standards and conditions set
forth in such regulations, to make a fixation of a transmission program directly from
a transmission to the public, and to reproduce one copy or phonorecord from such
fixation for archival purposes.

Such regulations shall also provide standards and procedures by which the Register

of Copyrights may make written demand, upon the owner of the right of transmission

in the United States, for the deposit of a copy or phonorecord of a specific transmission
program. Such deposit may, at the option of the owner of the right of transmission in
the United States, be accomplished by gift, by loan for purposes of reproduction, or
by sale at a price not to exceed the cost of reproducing and supplying the copy or
phonorecord. The regulations established under this clause shall provide reasonable
periods of not less than three months for compliance with a demand, and shall allow
for extensions of such periods and adjustments in the scope of the demand or the
methods for fulfilling it, as reasonably warranted by the circumstances. Willful failure
or refusal to comply with the conditions prescribed by such regulations shall subject
the owner of the right of transmission in the United States to liability for an amount,
not to exceed the cost of reproducing and supplying the copy or phonorecord in
question, to be paid into a specially designated fund in the Library of Congress.

Nothing in this subsection shall be construed to require the making or retention, for

purposes of deposit, of any copy or phonorecord of an unpublished transmission

program, the transmission of which occurs before the receipt of a specific written

demand as provided by clause (2).
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No activity undertaken in compliance with regulations prescribed under clauses (1)
or (2) of this subsection shall result in liability if intended solely to assist in the
acquisition of copies or phonorecords under this subsection.

§ 411. Registration and infringement actions

This statute requires, with some exceptions, that a copyright be registered with the U.S. Copyright
Office before a lawsuit for copyright infringement may be filed.

(a) Except for an action brought for a violation of the rights of the author under section
106A(a), and subject to the provisions of subsection (b), no action for infringement of the
copyright in any work shall be instituted until registration of the copyright claim has been
made in accordance with this title. In any case, however, where the deposit, application,
and fee required for registration have been delivered to the Copyright Office in proper
form and registration has been refused, the applicant is entitled to institute an action for
infringement if notice thereof, with a copy of the complaint, is served on the Register of
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Copyrights. The Register may, at his or her option, become a party to the action with
respect to the issue of registrability of the copyright claim by entering an appearance
within sixty days after such service, but the Register’s failure to become a party shall not
deprive the court of jurisdiction to determine that issue.

(b) In the case of a work consisting of sounds, images, or both, the first fixation of which is
made simultaneously with its transmission, the copyright owner may, either before or
after such fixation takes place, institute an action for infringement under section 501,
fully subject to the remedies provided by sections 502 through 506 and sections 509 and
510, if, in accordance with requirements that the Register of Copyrights shall prescribe
by regulation, the copyright owner—

(1) serves notice upon the infringer, not less than ten or more than thirty days before
such fixation, identifying the work and the specific time and source of its first
transmission, and declaring an intention to secure copyright in the work; and

(2) makes registration for the work, if required by subsection (a), within three months
after its first transmission.

§ 412. Registration as prerequisite to certain remedies for infringement

This statute establishes the penalty for failure to timely register a copyright with the U.S. Copyright
Office and states when a registration will be considered timely.

In any action under this title, other than an action brought for a violation of the rights of the
author under section 106A(a) or an action instituted under se