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COPYRIGHT HOLDER PROTECTION ACT

WEDNESDAY, NOVEMBER 20, 1985

U.S. SENATE,
SUBCOMMITTEE ON PATENTS,
CoPYRIGHTS AND TRADEMARKS,
COMMITTEE ON THE JUDICIARY,
Washington, DC.

The subcommittee met, pursuant to notice, at 10:04 a.m., in room
SD-226, Dirksen Senate Office Building, Hon. Arlen Specter presid-
ing.

Staff present: Steven J. Metalitz, staff director and acting chief
counsel; Kenneth E. Mannella, counsel; Pamela S. Batstone, chief
glerk; a;nd Neal S. Manne, chief counsel (Subcommittee on Juvenile

ustice).

OPENING STATEMENT OF HON. ARLEN SPECTER, A U.S. SENATOR
FROM THE STATE OF PENNSYLVANIA

Senator SPECTER. Good morning, ladies and gentlemen. The hear-
ing will commence. With the authorization of the subcommittee
chairman, Senator Mathias, the Subcommitee on Patents, Copy-
rights and Trademarks of the Committee on the Judiciary will pro-
ceed with this hearing on Senate bill 1384, which deals with the
copyright issue and seeks to alter the 5to-4 decision of the Su-
preme Court of the United States in the Mills Music case.

This is a matter of great importance to those in the field. It is
my preliminary thought that the Supreme Court decision was not
sound and that, as a matter of legislative intent, it is appropriate
to have Senate bill 1384 clarify the intent of the Congress, which
would have the effect of reversing the Supreme Court decision.

Before coming to a final judgment on the matter, it seems appro-
priate to me that we proceed with the hearing and an inquiry into
all facets of the matter, and for that objective, we have scheduled
this hearing this morning, and we shall proceed at this time

[A copy of S. 1384 follows:]
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99TH CONGRESS
18T SESSION ° 1384

To amend the Copyright Act of 1976 to clarify the operation of the derivative
works exception.

IN THE SENATE OF THE UNITED STATES

JuNgk 27 (legislative day, JUNE 26), 1985

Mr. SpECTER introduced the following bill; which was read twice and referred to
the Committee on the Judiciary

A BILL

To amend the Copyright Act of 1976 to clarify the operation of
the derivative works exception.

Be it enacted by the Senate and House of Representa-
tives of the United Slates of America in Congress assembled,
That this Act may be cited as the “Copyright Holder Protec-
tion Act of 1985".

Sec. 2. Section 304(c)(6) of the Copyright Act of 1976
(17 U.S.C. 304(c)) is amended by adding at the end thereof
the following:

“(7) Notwithstanding any other provision of law,

O o =3 & T B W D =

where an author or his successor, as defined in subsec-
1

(=]

tion (c)(2), has exercised a right of termination pursu-



2
ant to this section and a derivative work continues to
be utilized pursuant to subsection (c)(6)XA) of this sec-
tion, any right to royalties from the utilization of the

derivative work shall revert to the person exercising
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the termination right.”.
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Senator SpecTER. I would like to recognize a distinguished
Member of Congress, the Honorable Howard L. Berman, U.S.
House of Representatives, from the 26th District of California.

Congressman Berman, we welcome your leadership on this im-
portant issue and look forward to your testimony.

STATEMENT OF HON. HOWARD L. BERMAN, A U.S.
REPRESENTATIVE FROM THE STATE OF CALIFORNIA

Mr. BErMAN. Thank you very much, Mr. Chairman.

I want to say how much I appreciate Senator Mathias setting
this hearing and your legislative effort in this area. I think it is an
important issue for the community that is affected by the Mills
Music case, and I commend you and the subcommittee for conduct-
ing these hearings.

I am in support of the legislation to amend the Copyright Act of
1976 in order to clarify the intent of Congress when it adopted the
“derivative works exception” to the termination provisions of sec-
tions 203 and 304 of the Copyright Act.

I approach this matter with great seriousness. When Congress
legislates in the area of copyright, we are exercising a responsibil-
ity explicitly charged to us by the Founding Fathers in the Consti-
tution. Equally important, I well understand the years of painstak-
ing effort and compromise that produced the landmark Copyright
Act of 1976.

It is for those very reasons that I introduced H.R. 3163. In Janu-
ary of this year, as you indicated in your opening statement, the
Supreme Court, in a closely divided 5-4 decision, in my opinion
misconstrued the intent of Congress with respect to a key provision
of the act and thereby deprived songwriters, authors, and other art-
ists of important benefits Congress meant them to have.

Frankly, as the members of this subcommittee are well aware, it
takes a fair degree of patience to master the intricacies of copy-
right law. But as you also well appreciate, the consequences of
copyright legislation and its interpretation by the Supreme Court
are serious indeed for the livelihoods of the tens of thousands of
creative artists whose works are protected by copyright.

I introduced H.R. 3163 to remedy an injustice effected by the Su-
preme Court. H.R. 3163 in the House has been referred to the
House Subcommittee on Courts, Civil Liberties, and the Adminis-
tration of Justice, on which I serve, and where I am working to
ensure the bili’s speedy consideration. In fact, I am hopeful that
that subcommittee will be holding hearings on this issue and on
my legislation soon after we come back in late January or early
February.

Your bill, Mr. Chairman, takes a different approach to rectifying
this judicial misconstruction, but both bills share the same objec-
tive. And I am delighted that two highly respected former Regis-
ters of Copyright, Barbara Ringer and David Ladd, support the po-
sition taken by you and me with regard to both congressional
intent in the 1976 act and the appropriate copyright policy.

I join with you in urging the subcommittee and the Congress to
promptly pass legislation to restore to the creators who enrich our

3
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cultural life the benefits we meant for them to have under our
copyright laws.

In the Supreme Court decision, Mills Music, the Court interpret-
ed the “derivative works exception” to the “termination of transfer
and licenses” provision of section 304(C). Section 304 extended the
duration of subsisting copyrights from 56 to 75 years, but it also
gave authors or certain of their heirs the right to terminate any of
the author’s grants of rights and to reclaim full copyright owner-
ship durigg the 19-year extension of the term. In so doing, Congress
determined that authors who struck unremunerative bargains with
their publishers when their works were in their infancy should
have the opportunity to renegotiate their old contracts.

However, Congress crafted the “derivative works exception” to
carve out a right of continued utilization of derivative works—
motion pictures, sound recordings. The “‘derivative works excep-
tion” was designed, it is generally agreed, to protect the owners of
such derivative works from having to renegotiate their rights and
thereby to protect the public’s interest, which is in having contin-
ued enjoyment of those derivative works.

When an author or his or her heirs exercises this terminate
right, the copyright reverts from the publisher to the persons filing
the termination, but the privilege of utilizing the derivative works
is retained by the producer, manufacturer, or distributor, as the
case may be, of the derivative work.

The question addressed by the Court in Mills Music was to whom
the owners of the derivative work must pay royalties. The amount
of royalties is not in question. T-at amount is provided for in their
licenses. Five members of the Supreme Court held that the publish-
er was still entitled to its share of the royalties; four members
strenuously dissented that such a conclusion would render mean-
ingless the termination right granted by the 1976 act and that, in.
stead, all royalties should go to the author or his heirs.

Justice White's dissent deserves special consideration because of
its clear explanation of the policy questions at stake, but I know
that you have a number of witnesses who are far more expert on
this issue than I, so I will not take the committee’s time to quote
from Justice White’s dissent, but I do think it is worthy of particu-
lar focus.

Shortly after the Mills Music decision, no less an authority than
Barbara Ringer, Register of Copyrights at the time of the drafting
and enactment of the Copyright Act of 1976, voiced her dismay at
the Mills Music decision, Since Ms. Ringer is going to be a witness
at this hearing today, I will not be so presumptuous as to quote
from her earlier statements on the subject, but I think her position
at that time and her respect in this field is entitled to considerable
weight on the question of the original intent of Congress in making
those changes,

While the Mills Music decision addressed only section 304 of the
Copyright Act, I think it is critically important to note that a
second provision of that act, section 203, is also subject to the iden-
tical “derivative works exception” construed by the Court in Mills.

Section 203 establishes that authors and their heirs may termi-
nate grunts made after January 1, 1978, at the end of a prescribed
period of years, subject to the ‘‘derivative works exception.” The

10
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legislative approach that I have initiated on the House side clari-
fies the ‘‘derivative worka exception” in both sections 304 and 203.
For Congress to address only section 804 would mean, as Ms.
Ringer has noted, that the impact of the Supreme Court’s errone-
ous decision could continue into the indefinite future—a result
which I think we should be trying to avoid.

One last point. Because of the complexity of the arrangements
involved in creating and distributing a motion picture, I want to be
perfectly clear in explaining what is and is not intended by this
effort to overturn the result reached in Mills Music.

The consequences of H.R 3163 are as follows with regard to
extant motion pictures. When an author of a novel terminates the
grant of motion picture rights, the distributor is not required to
pay to the euthors moneys payable under the distribution agree-
ment. Any and all agreements running between the producer and
the distributor, screenplay writer, actors, and profit participants,
and the numerous license agreements relating to television exhibi-
tion, theatrical exhibition, and other exploitation of the motion pic-
ture, pertain to the derivative work, not to the underlying copy-
right, and nothing in H.R. 3163 would disturb those arrangements.
Because the mction picture is a derivative work, not subject to ter-
mination, there can be no termination of the agreements between
the copyright proprietor of the motion picture and any other par-
ties relating to the exploitation of that motion picture.

The only instrument which can be terminated is the license from
the author to the motion picture producer of the underlying work.
By exercising that right when he or she becomes eligible to do so
under the terms of section 203(aX3) or section 304(cX3), the author
would gain the ability to relicense another producer to make a
motion picture of the same novel—bearing in mind that the author
would acquire this ability only after the passage of the many years
specified in sections 203 and 304.

In conclusion, I am delighted to support the legislation in the
Senate to overturn the Mills Music decision. I think America’s
songwriters and authors have created a multitude of works that
enrich our lives. In addressing ourselves to copyright legislation, it
is important that we bear in mind that the consequences of our ac-
tions ere just as important, if not more so, to the small, journey-
man writers, the creators of the less-than-blockbuster hits, as they
are for those relative few who have achieved great financial suc-
cess and public acclaimn.

In this case, we extended important benefits to creators in 1976
only to see those benefits snatched away by the Supreme Court’s
mistaken interpretation of our intent. In measuring the harm done
and the urgency of remedial action, I hope that we will remember
that the Mills Music issue dramatically affects the livelihoods of
thou?ands of individuals who are the lifeblood of our creative com-
munity.

Thank you again for the privilege of testifying today.

(Prepared statement follows:]
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Prerarep Statemant or Hon. Howaro L. BRrMAN, A U.S. RerazagntaTiAvE From
THE STATE OF CALIFORNIA

Mr. Chairman, I am here today to nuprort legislation to amend the Copyright Act
of 1976, in order to clarify the [ntent of Congress when it adopted the ° derivstive
works exception” to the termination provisions of sections 203 and 304 of the Copy-

ht Act.
nﬁ lprrouh this matter with great seriousness. When Congrees legialates in the
area of co] ht, we are exercising a responsibility cxplicltl{ charged to us by the
Founding Fathers in the Constitution. Equally important, I well unde the
m olf 8 taking effort and compromise that produced the landmark Copyright

It is for those very reasons that 1 introduced H.R. 3163. In January of this yesr,
the Supreme Court in a closely divided 5-4 decision misconstrued the intent of Con.
greas with respect to a key provision of the Act, and thereby dmrived songwriters,
authors, and other artists of important benefits Congrees meant them to have.

‘y. as the membera of this subcommittee are well aware, it takes & fair
degree of patience to master the intricacies of copyright law. But as you also well
appreciate, the consequences of coryr:ﬁht legislation and its interpretation by the
Supreme Court are serious indeed for the livelihoods of the tens of thousands of cre-
ative artists whose works are protected by eo‘fyrisht.

I introduced H.R. 8163 to remedy an injustice effected by the Supreme Court. H.R.
3163 has been referred to the House Subcommittee on Courts, Civil Liberties, and
the Administration of Justice, on which 1 serve, and where | am working to ensure
the bill's s y consideration.

Senator Specter’s bill, S. 1384, takes a different approach to this judicial
misconstruction, but both bills share the same objective. I am delighted t two
highly respected former Registers of Copyright. r and David Ladd,

support the position taken by Senator Specter and myweif with regard to both con.

oetor in wreing thi subsommition s the Conarese by rom Py peis Iecistetion

r in urging subcommittee and the Congress rom pass on

to restore to the creators who enrich our cultural life thpe benel{u we meant for
them to have under our copyright laws.

THE MILLS MUSIC DECISION

In the Supreme Court decision to which I refer, Mills Music Inc. v. Snyder, 105
S.Ct. 638 (1985), the Court interpreted the “derivative worka exception” to the “ter-
mination of transfer and licenses” provision in section 304(c). Section 304 extended
the duration of subsisting copyrights from 56 to 76 years, but also gave authors or
certain of their heira the right to terminate any of the author's granta of rights and
to reclaim full copyright ownership during the 19-year extension of the term. In 80
doing, Congress determined that authors who struck unremunerative bargains with
publishers when their works were {n their infancy should have the opportunity to
renegotiate their old contracta.

However, Congresa crafted the derivative works exception to carve out a right of
continued utilization of derivative works, such as motion pictures and sound record-
ings. The derjvative works exception was designed, it is commonly , to &owct
the ownera of such derivative works from having to renegotiate their rights, and
thereby to protect the public which, after all, has an interest in the continued enjoy-
ment of the derivative works.

When an author or his heirs exercise this termination right, the copyright reverts
from the publisher to the pervons filing the termination, but the privilege of utiliz-
ing derivative worka is retained by the producer, manufacturer, or distributor—as
the case may be—of the derivative work. The question addressed by the Court in
Mills Music was to whom the owners of the derivative work must pay royalties, The
amount of royalties is not in question; that amount is provided for in their licenses.
Five members of the Supreme Court held that the publisher was still entitled to its
share of the royalties; four members strenuously dissented that such a conclusion
would render meaninglesa the termination right granted by the 1976 act, and that
instead, all royalties should go to the author or his heirs.

Juatlco V{h tt:l': dissent boars quoting because of its clear explanation of the policy
qQuestions at s (-4

“The derivative works clause reflects an accommodation between two competing
concerns: that of providing compensation to authors, and that of promoting public
accoss to derivative works. The mqjorit{\ n;r:purcntly concludes that its interpreta-
tion of the Excoption doos justice to both of these concerns. But to promote public
access to oxisting derivative works, it ia nocessary to go no further than to allow the
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owners of these works to continue to disseminate them. The rights of middlemen to
receive royalties under terminated grants do not enter into the balance; regurdless
of who receives the royalties, the owner of the derivative work may continue to pay
the same rate, and public access to the work will be unimpeded.

“By going further than necessary to effect the goal of pronmoting access to the
arts, the ingjority frustrates the congressional purpose of compensating authors
who, when their works were in their infancy, struck unremunerative bargains.”

Shortly after the Mills Music decision, no less an authority than Barbara Ringer,
Register of Copyrights at the time of the drafting and enactment of the Copyright
Act of 1976, voiced her dismay at the Mills Music decision. In testimony before this
Subcommittee, Ms. Ringer stated that ‘The Mills case is not whint Congress intend-
ed, and . . . it represents a windfall for publishers at the expense of authors and
their families.” Pointing out that she drafted the provision in question, Ms. Ringer
asserted that “The Supreme Court decision seriously undercuts what Congress in-
tended and deprives authors of benefits that are rightfully theirs.”

While the Mills Music decision addressed only section 304 of the Copyright Act, it
is critically important to note that a second provision of the act, section 203, is also
subject to the identical *‘derivative works exception” construed by the Court in
Mills. Section 203 establishes that authors and their heirs may terminate grants
made after January 1, 1978, at the end of a prescribed period of years, subject to the
derivative works exception. My bill clarifies the ‘‘derivative works exception” in
both sections 304 and 203. For Congress to address only section 304 would mean, as
Ms. Ringer has noted, that the impact of the Supreme Court's erroneous decision
will continue into the indefinite future, a result I assume we would wish to avoid.

CONSEQUENCES FOR THE MOTION PICTURE INDUSTRY

Because of the complexity of the arrangements involved in creating and distribut-
ing a motion picture, I want to be perfectly clear in explaining what is and is not
intended by this effort to overturn the result reached in Mills Music.

The consequences of H.R. 3163 are as follows with regard to extant motion pic-
tures. When an author of a novel terminates the grant of motion picture rights, the
distributor is not required to pay to the authors monies payable under the distribu-
tion agreement. Any and all agreements running between the producer and the dis-
tributor, director, screenplay writer, actors, and profit participants, and the numer-
ous license agreements relating to television exhibition, theatrical exhibition and
other exploitation of the motion picture, pertain to the derivative work, and nothing
in H.R. 3163 would disturb those arrangements. Because the motion picture is a de-
rivative work not subject to termination, there can be no termination of the agree-
ments between the copyright proprietor of the motion picture and any other parties
relating to the exploitation of that motion picture.

The only instrument which can be terminated’is the license from the author to
the motion picture producer of the underlying work. By exercising that right when
he becomes eligible to do so under the terms of section 203(a) (3) or section 304(c) (3),
the author would gain the ability to relicense another producer to make a motion
picture of the same novel—bearing in mind that the author would acquire this abili-
ty only after the passage of the many years specified in sections 203 and 304.

CONCLUSION

I am delighted to support legislation to overturn the Mills Music decision. Ameri-
ca's songwriters and authors have created a multitude of works that enrich our
lives. In addressing ourselves to copyright legislation, it is important that we bear in
mind that the consequences of our actions are just as important, if not more so, to
the small, journeyman writers, the creators of the less-than-blockbuster hits, as they
are for those relative few who have achieved great financial success and public ac
claim. In this case, we extended important benefits to creators in 1976 only to see
those benefits snatched away by the Supreme Court’s faulty interpretation of our
intent. In measuring the harm done, and the urgency of remedial action, I hope that
we will remember that the Mills Music issue dramatically affects the livelihoods of
the thousands of individuals who are the lifeblood of our creative community. .

I want to thank Senator Mathias for the opportunity to address the subcommit-
tee, and I urge the subcommittee to take action to remedy this clear and unfortu-
nate injustice.

Senator SpecTER. Thank you very much, Congressman Berman.

13
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I believe that you would agree with me that the thrust of H.R.
1163 and Senate bill 1384 are the same, and we can work out the
draftsmanship without any difficulty?

Mr. Berman. Verv much so. I think they are both intended to do
exactly the same thing. Sort of on separate tracks, we both decided
to try—you, initially—and we, without actually knowing about
your bill at the time—attempted to rectify what we felt was the
misinterpretation. We have slightly different approaches, but I
think they can be easily ~econciled.

Senator SpecTER. Thui:ic you very much, Congressman Berman.
We very much appreciate your coming over to testify today.

Mr. BErmaN. Thank you. Mr. Chairman.

Senator SPECTER. Is Mr. Ralph Oman here at the moment?

[No response.]

Senator SpecTeEr. We had heard he might be a little late, so we
will proceed at this time,.

[Mr. Oman submitted the following statements:]

(B2
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STATEMENT OF RALPH OMAN

REGISTER OF COPYRIGHTS AND
ASSISTANT LIBRARIAN FOR COPYRIGHT SERVICES

Mr. Chairman and members of the Subcommittee, thank you for the
opportunity to appear here today, My colleagues and I in the Copyright Office
have studied the sparse legislative history of the termination clause of the
1976 Act, and we have concluded that the Specter bill is consistent with
congressional sentimeat during the reform process. So the Cupyright Office
weighs in in support of the goals of S, 1384, even though we might have some
suggestions for improving it, As you know, I've come directly from testifying
on the House side, so if any references to satellite dishes creep into my
testimony, please bear with me.

I am accompanied today by Dorothy Schrader, the General Counsel of the
Copyright Office, and Marilyn Kretsinger, a Senior Attorney on the General
Counsel's staff,

The bill addresses important issues, and in theory millions of dollars
ride on the outcome. If the bill passes it may well change dramatically the
way authors and publishers do business. And these changes might not
necessarily all be in the long-term interests of authors. But on balance, the
bill will restore to authors in a very narrow area of the law some Of the
bargaining power Congress thought it was giving them back in 1976,

The 1976 Act is in many ways a pro-authors' rights document: it gave
authors rights they never had before; it extended the length of the 1ife of
the author's copyright by many years; and, for the first time it made Juke box
operators and cable television companies pay the authors for using their
works.

Another of the rights the '76 Act gave authors and their families was
the right to recapture their copyrights, which they might have negotiated away
when they were young and foolish or when they were struggling artists with no
bargaining power, and they had to accept a publisher's “Take it or leave it*
offer. The '76 Act allows this recapture by letting the author terminate at
certain specific times any contract transferring his or her rights in the work

-~ to a publisher, to an agent, or to a friend.

15
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1 won't get into the details of the provision, 1'm sure that the
earlier witnesses have already done so.

The question we get Into today relates to 2 specific exception to these
new recapture rules, We know it as the derivative work exception. A
derivative work is a work based on an earlier work in the same or another

medfum -- a movie based on a novel, like Gone With the Wind; or a Sroadway

nusical based on a play, like Hello Dolly. Congress exempted these works from
the recapture provision te prevent hardship.

The situation we face is this: the author assigns his rights to a
publisher, including the right to make or authorize others to make derivative
works., In return for this arrangement, the author may get a lump sum payment,
say $20,000, or a smaller amount in return for 2 share of future royalties.
In turn, the publisher makes a derivative work or sells someone else the right
to make a derivative work. And that fee, or royalty, is paid to the
publisher. That royalty may be paid on a continuing basis, rather than a lump
sum. The author may not get a dime. (1'm simplifying this for the sake of
clarity.) Many years later, the author is free to terminate the publisher's
assignment, and the author oOr heirs can get back the copyright -- except for
the derivative works. The owner of the rights in the derivative work can
continue to use the work under the terms of the original contract. All the
derfvative work owner has to do fs continue to ~oyalties under the
contract with the publisher. And that brings us to \. astion raised by the
Specter bill and the Supreme Court decisfon -- who should get the royalty?

$.1384 would amend the derivative works exception by speci®ying that
“any right to royalties from the derivative work shall revert to the person
exercising the termination right."

Congress wrestled with these termination-recapture provisions for a long
time in an attempt to balance the interests of individual authors and their
transferees in a fairer way than the renewal provision of the old Copyright
law. The derivative works exceptior of the 1976 Act does not specify how
these royalties are to be disbursed; it only specifies that “a derivative work
prepared earlier may contirue to be utilized under the conditions of the
terminated grant.” In the Mills Music case the author's‘he1 rs terminated the

publisher's grant and recaptured the rights during the extended term. But
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the record company went on using the derivative work and paying royalties to
the publisher uUnder his contract. So the issue was Joined: who should
recelve the royalties from rocordings licensed by the music publisher under
the grant from the author. The Supreme Court held that the royalties for
continued use of a derfvative work should be disbursed under the terms of the
original contract between the author and the publisher. Or, simply stated,
all royalties did not revert back to the original author along with the other
rights; the author got a 50 percent split, in accordance with the terms of the
contract,

The question before the Senate today is how to resolve a dispute between
two classes of copyright proprietors; authors and publishers,

As 1've already said, evidence of congressional intent on this narrow
issue is very sparse, The most that can be said fs that Congress wanted the
authors to benefit from the windfall nineteen-year increase in the 1{fe of
existing copyrights. Congress wanted to stimulate creativity, and it seems
more likely that Congress wanted this windfall to go to the authors and not to
the publisher, It seems to me that the burden of showing the unfairness of
the proposed legislation should rest with the publisher,

In enacting the termination clause, Congress wanted to give authors more
money for their works that turned out to be popular and long-lived, Congress
gave them the chance to get a better deal than they did early in their careers
when they were untested and unknown. So a bill that achieves the goal of
5.1384 seems on balance an appropriate way to carry out the intent of Congress
in balancing the equities between authors and the publishers.,

Congress will also have to look at the constitutional issues raised by
the bill, especially in terms of impact on existing property rights. That is
not an area of expertise in the Copyright O0ffice, If you, find no
constitutional impediment, the Copyright Office would support the principle of
5.1384, I would suggest several refinements. I think the derivative works
exception of both the provision terminating subsisting copyrights in Chapter 3
and the provision terminating post January 1, 1978, copyrights in Chapter 2
should be amended, Direct amendment of the clause containing the exception
seems preferable to {ndirect amendment as You do in S, 1384, The latter

approach could trigger a new round of litigation to tlarify your

Jomsh
~I



O

ERIC

Aruitoxt provided by Eic:

' 13

‘clarification," Tho bill should 4lso he worded to ensure that the royalties
go to the person in whon the reverted rights vest.,  This person may be
different than the porson exercising the termination right,
The Copyright Office 1s prepared to help you work out thuse details,
Thank you, Ms. Schrader, Ms, Kretsinger and | will be pleased to

respond to any questions.

PREPARED STATEMENT OF Ratprn OMAN

REGISTER OF COPYRIGHTS AND
ASSISTANT LIBRARIAN FOR COPYRIGHT SERVICES

Mr., Chairman and members of the Subcomnittee 1 appreciate the
opportunity to appear here today and testify in support of the principle of
S. 1384, the "Copyright Holder Protection Act of 1985," This bill would amend
17 U.S.C. §304(c), the termination-reversion provision of the Copyright Act,
to provide that "any right to royalties from the utilization of the derivative
work shall revert to the person exercising the termination rignt.,"

The termination provisions are the result of considerable compromises
that attempted to ba’'ance the 1interests of individual authors and their
transferees in a fairer way than the renewal provision of the former Act.
Basically, the termination right was given authors in order to give them the
benefit of a long-1iv~d copyright that they might have cssigned to a grantee
for less than its worth at a time when the grantee had a more favorable
bargaining position, The derivative works exception to the termination
provision(s) was designed to protect those creators of derivative works who
had used the underlying copyrighted work to create a new work at considerable
expense.

The exception of the current Act does not specify how royalties are to
be disbursed; it only specifies that "a derivative work prepared earlier may
continue to be utilized under the conditions of the terminated grant." At
issue in the Mil1ls Music 1itigation was who should receive the royalties from
recordings 1{censed Dby the music publisher under a grant from the author.
Ultimately the Supreme Court held that the royalties for continued
utilization of a derivative work should continue to be disbursed under the
agreement that existed between the author and the publisher prior to the
author’s termination of the grant pursuant to 17 U.S.C. §304(c).

The extensfon of subsisting copyright created a windfall -- continued
copyright protection and profits for a popular work.

Evidence of congressional intent on this narrow issue is very sparse.
The most that can be said is that Congress wanted the authors to benefit from
the nineteen year extension of the term for subsisting copyrights. In
consonance with the underlying purpose of copyright, to stimulate creativity,
it is more likely that Congress intended this windfall as a reward to the
author instead of the publisher, The burden of showing the unfairness of the
proposed legislation should rest with the publisher,

18
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Mr. Chatrman and members of the Subcommittes 1 appreciate the
opportunity to appear here today and testify {n support of the principle of
S, 1384, the "Copyright lolder Protection Act of 1985," Thiy bil) would amend
17 U.5,C. §304(c)(6) the derivative works exception to the termination-
reversion provision of the Copyright Act, title 17 U,5,C,, by adding A new
subsection (7) that clarifles the operation of this exception,

A b1l in the cther body, H,R, 3163, would amend both the
derivative works exception found in 1/ U,5.C, §203 and the one f{n

§304(c)(6)(A).

INTRODUCT 10N

The 1976 Copyright Act contains a “recapture of rights" provision
that permits the termination of transfers and licenses executed by the author
on or after January 1, 1978, and reversion to the author or heirs, under the
conditions set out in 17 U.5.C. §203. The renewal provision of the prior
law 1/ was retained for subsisting copyrights but if the copyright is properly
renewed, the renewal term is extended for nineteen years §504(b). and section
304(c) permits the termination of transfers and )icenses executed by the
author or a statutory successor and reversion under the conditfons stated.

The conditions that must be met for termination of a grant under
§203 and those that must be met under §304, although very similar, differ to
some extent because of the constraints of the 1909 Act's renewal provision;
however, both §203 and §304 contain an identical derivative works 2/ exception

to the termination-reversion provisfons, §203(b)(1); §304(c)(6)(A).  This

........................

pYj Section 24 of the 1909 Copyright Act gave the author of a work copyright
protection for a maximum period of 56 years -- an {nit{a] 28 year term and a
renewal term of 28 years. Under the 1976 Act works created after January 1,
lggg( ?ay be protected for the life of the author plus fifty years. 17 U,S.C,
§302(a).

2/ A “"derivative work" is defined in 17 U,S.C. §101 as "a work based upon
one or more preexisting works, such as a translatfon, musical arrangement,
dramatization, fictionalization, motfon picture versfon, sound recording, art
reproduction, abridgement, condensation, or any other form in which a work may
be recast, transformed, or adapted....*
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axception becams & part of the termination provisieas in order to protect
those assipnees who had already prepared derivative works hefore the copyright
owner terminated a grant of rights under 17 U.S.C, H203(b)(1) or §304(c), The
reversion of righty in both cases 1s subjact to the following Yimitation:

A derivative work prepared under Aautharity of the

graot before ity termination may continue to be

uti)ized under the termy of the grant afLer ity

termination, but this privilege does not excend to the

preparation after the termination of other derivative

works based upon the copyrighted work covered by the

terminated grant.

17 1,5.C. 6203(b)(1): §304(c)(6)(A).

In January of this year, the Supreme Court ruled on a case
questioning the proper disbursement of royalties for derivative worky that
vcontinue to be utilized under the terms of the grant after ity
termination.” 3/ The exception itsell does not say anything about the payment
of royalties, but the Court carefully examined the statutory language and the
legislative history before deciding that the petitioner, a music publisher,
was entitled to share in the royalties generated by the continued utilization
of derivative works, sound recordings, that the publishers had 1icensed before
the composer's heirs terminated the grant under 17 U.S.C. §304(c). Thirteen
judges looked at this case; six of them -- five Supreme Court Justices and the
district court Judge -- felt that the disbursement of royalties shoulé be
governed by the author's contract with the music publisher, and seven ~- four
Supreme Court dJustices and three judges for the Court of Appeals for the
second Clrcuft -- felt all of the royalties should revert to the author,

The decisicn has been criticized by authors and composers and by
Barbara Ringer, former Register of Copyrights, in an appearance before this
subcommittee on April 17, 1985. On June 27, 1985, Senator Specter introduced
$.1384, a bil1 that adds a new subsection to §304 which specificqlly provides
that “any right to royalties from the utilization of the derivative work shall
revert to the person exercising the termination right.”

This question of how royalties should be divided under the

derivative works exception s a technical one involving the balanc1n§ of

---------- [ L T I P )

¥ Ni11s Music Inc. v. Snyder, 105 S.Ct. 638 (1985)
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equitien between twa types uf copyright proprietorst the compov -~ qr Author
of the original wark and the publishar or ather disyveminator wha «ay granted
rights to that work and subtequently Yicenyed derivative warks, 1he exception
appeary In 4 provigfon which, since It tnvolvey statutory restrainls on
transfer of peoperty and on  treegom of contract, required conyiderable
compromise {n order to reconcile apposing views, The campromive was reached,
morsover, av part of revolving the laryer fswues of 1 duration of copyrighty
recapture of the copyright by the authur and his or her heirs, either through
a renewdl provision or other reversion mechanism; and {f 3o, under what termy,

conditiony, and procedures Could recapture occue,

1. BACKGROUND TO CONTROVLRSY OVER DERIVATIVE WORK ROYALTIES

A, Legislative Wistory of Derivative Work Exception

1, Revision Period 1961-1965, Most of the discusyzion
concerning the derivative work exception occurred during this period. The
backdrop for the discussion was the debate regarding one of the crucial Issues
of any copyright Yaw: how long should copyright protection endure? Under the
Act of 1909 then in effect, copyright endured for 28 years from pyblication or
reyistratfon as an unpublished work, The right ended at that point unless the
copyright was renewed timely (that is, a renewa) registration made in the
Copyrignt Office within the 28th year of the first term). One of the major
revision issues therefore was whether the 56-year maximum term should be
extended, subsidiary, but equally important f{ssues were whether there should
be a single term of copyriant, and, {f so, would the author who sold his or
her copyright be able to recapture the copyright, notwithstanding any contract
to the contrary, In the context of this debate, derivative work users argued
that their investments in new versfons (e.g, motion pictures of novels)
prepared under license should not be jeopardized or perhaps destroyed by
reversion of 211 rights to the author or the author's heirs.

The Register of Copyrights' {nitfal Report on the General Revision of

the United States Copyright Law recommended a twenty year extension of the

21
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renewd) term tar subststing copyriyhts and noted fhe need ta haldnce Lhe
tnterasts involvesh

Wa ha)ipve there would bg 1ityle justification
tar lengthening the term ynleyy the author wr
hWis helrs were Lo recelve yome henat it from ¢,
At the same time, the interesty of their
avs lgnees mutt alig be considered,

§t_the astignee 1% nnligatan to_continue

pa{inJ ru;alﬂn ur . u Yol Wy ruveuua to the

Wor "ar WiV helry dur n?"ﬂw entfre Vife af
the ¢ tu» rTTnt. we would alTow Yhe avalgnment Lo
Temaln {n aflect dyring the added 20 years, On
the other hand, {f the authpr or nis heiry would
otherwise recefve no benefiy from the Yenytheney
term, we would terminate the assignment et the
ent 0f the 28th yoar ot the renewal term, even
It it purported to convey ownership for the
length of the copyright “and any extenyions
thereof®: the copyright for the remaining 20
yoars would then revert to the author or hiy
hetrs, &

Al though the 1961 Report did not refer to an exception from the author’y
reversion rlght for derivative worky, the reaction to the Register‘s
recommendationy shuws that a major controversy had arisen, The Motion Pictury
Association of America was disturbed that the Register's proposal for a
reversfonary provision provided for the termination of an astvignment of
renewal rights unless the assignee was ahligateq to pay royalties or a share
of the revenue from the work to the author during the proposed 20-yeasr
extension, 5/ Another commentator felt the proposed extension period was too
short and argued that any extension should revert to the author and his family

and should be {na)ienable. 8/

The 196) prelimirary draft bill had two sections that contained an

4 Report of the Register of Copyrights or the Genera)l Revision of the
Unfted gutes Copyright Law, Copyri ;:-t Law Revision, BJth Cong., Jst Sesy,
5758 {House Jua‘chry Comm. Print 135U [ReTeinafter cited as 1961 Report]),

(emphasts added).

5/ Discussion and Comments on Report of the Register of Copyrights on the
General Revision of the U.5. Lopyright Law. Copyright Law ﬁev‘sion Part 2,
88th Cor\g.. Ist sess. 350-!. lﬂcuse Juaichry Tomm, Print 1953) lﬁereinaher

cited as Copyright Law Revision, Part 2],

6/ 1d, at 392 (John Schulman, Chairman of the American Patent Law
Association Committee on Co;:yrigm).

22
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esception for derivalive warky, 2/ The wscoption was found tA §22 *Dyretion
of Copyrighti Subsisting Copyrights,® end 1A une alternatlive ta §l6
*Limitation on Transter at Copyright  Ownership,® B/ Tna waception faund n
3 atated

A derivative work prapared under the autharivy

wt & terminated transfer may, daspite such

termination, continue £9 be yeilized yader the

termy of vald transfer; homever, this privilege

mall  ngt estend to the making of ather

dertvative works enmluy\%s the wark Coversd by

the terminated transter, 2

Ine §16 exception way almost fdentical, 30/

Barbare Ringer, then the Asyvigtant Register of Copycights for Examining,
explatneg the wackyround to the twy alternatives for a termination provivion
found In §306. She observed that tnis termination provivion way based on the
Reqister's proposal, and that 1t had proved to he “one of the two or three
moyt controversial recommendations (n the antira Report,* My, Ringer surmed
up the three primary argumenty against such & propoval, other than the nyture
of copyright as property and the inviolability of contracts: (1) authors are
not 1n a weak bargaining position and need no ypecial protection; (2) users,
such as motion plcture producers and book publighers, contritute & yreat deal
to the success of a work, assume economic losses, should not lose thelir
property, and can't recoup thelr fnvestment in twenty years; (3) the proposal

would cloud the title of & number of copyrights and make them less valuable,

Seaqasrtrassesecscaansnene

1/ preliminary ODraft for Revised U.S. Copyright Law and Otscussions and
Comments on the Brali Copyright Taw Hovislon, Part J. [Houve JudTclary Comm,
rin ereinalter c'ica a3 CopyrTght Taw Revlvton, Part 3],

8/ Mrernative A which provided for sutomatic termination after 25 years
contained the exemption, Alternative B permitted an author or hiy legal
representative or heirs to bring an action to terminate the transfer if the
assignee’s profits are "strikingly disproportionate® to the share received by
the author or his successors., Id, st 15-16.

3/ Copyright Law Revision, Part 3, at 2i.

"As an exception to the provisions of subsection (a), & derivative work
prepared under the authority of 4 terminaced transfer may, despite the
reversion of rights, continue to be utilized under the terms of sald transfer:
however, this privilege shall not extend to the making of other derivative
works employing the work covered by the terminated transfer.” Id.at 16,
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She alya Aaled that autho v graups hed uryed (het Jimiting reversion (o
Lasey whefe Ghe quthors did nat coatisae fa recelye Fayalties vy tttusary
since ragdltiey cadly he 4 noaiha) paywent wade merely Lo ayvald termjastion,
In arder (0 mept these oritieisms, Allersative A ellmihated the Jumgl  yum
arstribution critertan, estended the perlod bufore turminatiun ta twerly:five
yeiry, and added a8 egception {Ral wity 1y purmiy the aaner of @ derivative work
to cuntinug 0 yee 1, LY/

Tnese changes did aul sppeste elther side, but weit af the criticiam
foured on the termination proviston(s) rether than the derfyative warls
esception, Allernative B wav censured 4y a provislon that would encourpqe
Vittgatton 32/ or was too fndefintte, 13/ 0n tha ather hand, Alternstive A
wey dencribad ag paternalistic 14/ and as giving aythors vpecial treqtment at
the eapante of publivhery who fared better under the eaisting law, 1%/

teveral publishing repretentatives uryed that Alvernative A was unfalr
to pudlishersy

The frylts of the pudlisher's yucceassful
bebong ‘o otners e "Tngeed "ty 411 others,
hecoute the licentea of the pudlisher rou\n;
MMy rights under subsection (b) of Alternative
A, with the royalties resulting from the license

presumably reveritng enuro“y to the author,
et¢., under tub,ection (a), 16/

.
wmecstwssywetece Tesssewn .
0

v 1d. at 2171-8, Altarrative B wsy based on an article that was being
contidered by the Federal Republic of Germany,

12/ 1d. at 219-80 (Colby for Motion Picturs Assoclation of America (MPAA)),
2813 TRanger, American Book Publishers Council); 292 (Wasserstrom, Magazine
Publishery Assoctation).

1y 1d. at 289 (Schulman),
1Y 1d. at 292 (Wasserstrom).

35/ See, e.g., id. at 2Bl1-) (Manges); 283 (Abeles, Music Publishersy
Protective Associef¥on, Inc.); 284-5 (Wattenberg); 319 (Abeles). Nritten
comments wefe also filed 1n which various publishers® groups and ths MPAA
opposed both altermatives. See 341.2, 388, See also, Further Oiscussions end

Comments on Preliminary Draft tor Revised UJS. Ty rTght Law, Lopyright Law
. ong, ess, ~5U; <364, (Royse Judiclary Tomm,
Print lggli [Rereinafter Copyright Law Revision, Part 4],

16/ Copyright Law Revision, Part 3, at 285; See also Abeles at 319,
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Aithier awamenlatud digued Wt 1t I6e aulhor hed desefalon,  uided
Aiternative B, be wauld haye the Lpportofilby tuw secuser  foul uf ald
Vi kg, VY

Limti baig, Guunyel tor o Butihuiy lesjue ot bierioa, eapiersed fhe
elew Thal Che Jdertval bye waidy cpetptiion shouly Le waiiveed "ty suvgd Vhase
tppes ut wifbd wHICh wityht legittadtel)y be enbitled Lo the Flght tu cunitigue
g hot-esthuatee Dragly u b1 abeen pf puObtenEd -~ wuidd SR ay mution
plebures, whith du fnenlye the tteatlon al grest  eajense af yoneltngng
few,* 187

At the nest ataye I the deviglon efturt, Section 16 ul tre Jycé
revintun D11l detined Alternattve A the perlod wias estended Lo Uhifly-tyve
yeary, tul the dertvative worby epieptlun temslned Lastoally the Sawe,
Section P& stUD eetended sutinhaling cupyrlghty fur 1Y years, permitged
Cerwination by the suthur, lejal tepfesentatlives, or helfs, and (unldtAed he
Samo derivative works eeception, 19/ Comments on the 1564 revision biI) agyth
veiitered un whelher or nut there shoulyd be § termingtion proviston fur either
SubIsling copyPighte or copyfiynts thyt wayld (oma tnata hclng stter the pew
Taw ment 10tg effect, On the whuly theve tomments merely repeat the positions

that alicady Nad bheen taden by tpporning interenty, S0

fhe enly reterpniey to
the Jertvaliye warky exceplion Concefied whigh Aegondaly propfletory of users
should be entitled Lo 18, There way o dI8cysston uf how royalties should be
shared,

Section 203 (8)(1) of the 1945 BH)) provided a derfvative work esception

that was bastcally the vame a4y that found 'n the 1964 b1 and the prelimingry

L Ry

LL N PR Y) (Wattenbery),

18/ 14, at 294: see also C

L . H opyright Law Reviston, Part 4, at 314 wh
urge:tzgaf *The motion pictere problem i s un!qJ} one, 'lt aléne.s:;:l:.;g
exce .

19/ 1964 Reviston 8111 with Discussions and Comment, Copyri ht Law Revisign
part §.7BIth Cong, 1t Sess,  (House Uuaiciary Tomn, Print 1855) (hereTnalter
Topyright Law Revision, Part 5), ‘

20/ see, e.q., | ;
m 1557§5t e .ra):ﬂ- at 222 (Abeles): at 154 (Wattenderg); at 163 (Manges);
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A Jeitadliee suit piegaicd wnldei dotbkoiity
wl The yisal Cafulg 10y Tetatidliuwi wiy onlliaae
ta Le Liliged wided the teiay ol thg yigat
sty Ty Betatastiiea, Ewb thly piatiege doer
ol ealedd  la  1bé  piepafdlien alier  Cke
tetiiadl Vo uf Uthick Jailodlled yoity Lared cpus
the supgbiyhiled oulp surefcd by Uhg Jeiataaled
yvahl,

Livg Gulh ealller geidvtont, trhe 1983 L) (uatarig 4 detinigles ot ¢
Tdefteatise wofb® R0 1R luded touid Feouf dbigs, €77

tid Reglatei's Supplemenlary Hepoft  deviribed the teinisdlivn  wof
Creseialin piotilea® sy the "#udt epplesler aig JUHPICGIT Tasue® tRiu, 4houl T8¢
dEatEIRg (have ut the reelyaluan progbas, <3 me buped thast:

AR Vapui Leil Juestlom arltey 8% |u wtethyr, V6 p
vase ahere  thelF Flyrls Ldee  alieady ftecon
tignaterfed, the ttatule thould glee The aulkur
uF h1y dependents of bppuflynily (o Lenefit fiud
the ealeniionR, the fesdvund touf allvelng o
teiwlnativa ot Lrgnglery ong diienses, ay yadcé
sectiun 20T, dre particylarly vruay 14 the Gate
ut Vhe e.\gnum term: (R gidtenrtyn 1s & rew
right tRat Congreay 1y €fugting fur the tirad
tism, and  thg  alated  uBleillye ot ke
corttitutienal clause 1V (6 teiwre G gFight
protection 1o suthurs,

2, keylston  Period 1985.197€, NPy tMa perlag A auster
cupfignt bills were Introdyced 1A bulh Pocses of Congrers and o nunler of
Fedrings were holg, byl the 1anguage of the dertedl lew worbt eui#plloh way At

hanged,  Althouyh cortatn gr: py were atit] oPposed Lo feeefiion of tighty,
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the derivative

palatable.”

25/

—

22

works exception had made the proposal

“tolerably

The House Report that accompanied H.R. 4347 summed up the reasoning and

purpose behind §203:

It was obvious at ihe 1965 hearings that »
certain accommodation among the affected
interests had been achieved vita respect to the
so-called ‘“reversion“problem dealt with 1in
section 203. The history of that development is
summarized fully and accurately in the
Register's Supplementary Report, and the
committee is aware of that history.

After careful consideration, the committee
has concluded that the reversionary provisions
of the present section on copyright renewal (17
U.S5.C. sec. 23) should be eliminated, and that
the proposed law should substitute fur them 2
provision safequarding authors against
unremunerative transfers. A provision of this
sort is needed because of the unequal bargaining
position of authors, resulting in part from the
impossibility of determining a work's value
until it has been exploited.

Section 203 of the amended bill reflects a
practical compromise that will further the
objectives of the copyright law while
recognizing the problems and legitimate needs of
all interests fnvolved. The constructive spirit
manifested by those who have contributed to this
compromise reflects credit on all those
responsible. .

The committee believes that the framework
and principal provisions of section 203 offer a
workable solution to the “reversion® problem,
and that their adoption would be in the public
interest, In its general provisions the section
attracted fairly wide support; and, while there
was some opposition on principle, motion picture
producers for their part indicated that they
cuould accept the compromise if it were not
substantially changed to the disadvantage of
their industry. The committee has adopted some
amandments in the details of section 203, which
have required a substantial amount of
redrafting, but the broad principles of the
compromise have been retained. 26/

25/

25/  Copyright Law Revision: Hearings on H.R. 4347, H.R. 4680, H.R. 6831,
H.R. €035 Before S. committee No. J c? The House Lomittee on the Judiciary,
gth tong., 1St Sess. 35+~

5J (prepared statement of the Motion Picture

Association of America).

R

H.Rep. No. 2237, 89th Cong., 2d Sess. 119 (1966) (hereinafter, the 1966
House Report).
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The Committee agreed with the Register's statement that arguments for
granting a right of termination are even more persuasive under section 304
than they are under section 203, 21/

In later hearings varfous amendments were proposed, but none of them
elaborated on the issue before us today. The Second Supplementary Report of
the Register of Copyrights noted:

Sectfon 203 1s a compromise that attempts
to balance the interests of individual authors
and thefr transferees in a fafrer way than the
present renewal provision, The subject fs
inherently complex, and the bargaining over
individual provisions was very hard indeed. The
result 1s an extremely fintricate and difficult
provision, but one that has appeared to have
gained general support. 28

Since the reports that accompanied the Copyright Bill enacted in 1976 do
not add anything to the 1966 House Report, the one unassailable observation fis
that Congress wanted the author to share in the extended term. 29/ Tre
derivative works exception is mentioned briefly in the general discussion of
section 203, and there 1s no discussion of royalty payments after termination
of the license. The Copyright Act only specifies that "a derivative work
prepared earlier may 'contfnue to be utilized' under the conditions of the

terminated grant, ....* 30/

B. The Mills Music Litigation

A music publisher's licensing agent brought an action in 1982 that

tested the “derivative works exception.” The heirs . one of the authors had

21/ 1d. at 136.

28/  second Supplementary Report of the Register of Copyrights on the General
Revision of the U.S. Copyright Law: 1975 Revision BI1V. CEapter X, p. 10.

29/ See, e.9., S. Rep. No. 473, 94th Cong. 1st Sess. 123 (1975); H.Rep. Mo.
1476, T4th Cong. 2d Sess. 140 (1976).

30/ S.Rep. Mo. 473 at 111; H.Rep, No. 1476 at 127.

28
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exercised their right to terminate a subsisting copyright under 17 U,S.C.
§304(c). The Harry Fox Agency, which had fissued licenses for mechanical
recordings of the song, wanted to knuw who should receive the
royalties from the sound recordings of works already licensed when the grant
was terminated: the author's heirs or the music publisher. Ultimately the
question went to the Supreme Court, 31/

On January 3, 1978, the widow and son of one of the co-authors of the
song exercised the right to terminate this co-author's grant to Mills of his
one-third interest. The heirs claimed that all of the royalties generated
from sound recordings of the composition, even those prepared by record
companies before the effective date of termination, should be paid to the
authors. Mills claimed that termination was ineffective against it under the
terms of the derivative works exception and that it cov® .nforce the
provisions of its contract with the record companies. This ccuoract divided
royalties 50-50 between the composers and Mills. In order tov rn.olve this
dispute, Fox brought an interpleader action. Mills and the Snyders (heirs)

brought counter and cross-claims and each moved for summary judgment.

After an exhaustive look at the revision materials, the legislative

31/ The subject of this 1itigation was the song, "Who's Sorry Now" composed
in the early 1920's. The three composers assigned their copyright in the song
to a publisher who registered the copyright in 1923. The publisher granted
1icenses to recording companies who paid royalties for the use of the song to
the publisher who then split these royalties with the composers.

In 1940 the authors assigned the renewal right including the exclusive
right to act as publisher to Mills. (The original publisher went bankrupt and
assigned the copyright to the defendant in this litigation, M{11s Music, Inc.
In 1932 Mil1s recorded its assignment as the exclusive copyright owner and
publisher for the balance of the original term.)

In 1958 in accordance with section 1(e) of the 1909 Act , Mills filed a
Notice of Use on Mechanical Instruments with respect to "Who's Sorry Now."
The Harry Fox Agency acted on Mills' behalf in issuance of 1licenses with
respect to mechanical recordings of the song.

Section 1(e) together with section 10l(e) of the 1909 Act, and its
successor §115, are known as the mechanical reproduction 11cense provisions
and an argument was made that the sound recordings prepared under the
arrangement between Mi11s and the Harry Fox Agency -was in the nature of a
compulsory license and not “under authority of the grant“ from the authors to
Mi11s. This argument was dropped before appeal.

29
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history, and the statute, District Court Judge Weinfeld concluded that the
publisher was protected by the derivative works exception. 32/

On appeal the Court of Appeals for the Second Circuit considered only
the rights to the mechanical royalties from phonograph records prepared and
licensed before the termination of the grant to the publisher, but sold after
the termination. The court unanirously reversed the decision below, holding
that the derivative works exception did not apply to music publishers. The

court based its decision on three propositions:

1. Mills is relying on two separate
grants, the grant from the authors to
Mills, the publisher, and the grant from
Mills to the record companies; but the
exception {s based on one, the grant from
the publisher to the record company.

2. Mills is not a utilizer of the derivative
work., Mills only 1licenses others 5
create and utilize derivative works., 33
The exception protects creators who
utilize derivative works.

3. The statute does not expressly address the
situation involved -~ a grant of rights to
use the derivative work by the grantee of
the author to a third party. 2%

Based on these propositions, the appellate court examined the purpose of

_the derivative works exception to determine what Congress would have intended

had 't faced the "more complex situation, typically found in the music
business, of a grant to a music publisher followed by subsequent grants to

licensees by the publishers to creators of derivative works." The court

32/ specifically, the court found that as to:

1. Relicensing of Sound Recordings: Mills could continue to license
new releases of old derivative works that 1t first licensed prior to
termination of the Snyder grant with royalties to be shared as before
termination.

2, Post-Termination Licenses: As to sound recordings prepared before
termination, but first Ticensed after termination, the exception did not

preserve Mills' right to issue the Post-Termination Licenses. Harry Fox
Agency, Inc. v. Mills Music, Inc., 543 F.Supp. 844, B868-9, 878 (S.S.N.V.
198

33 This is the court's characterization of Mills' role. In instances not

before the court, Mills might be a creator of derivative works, e.g9. music
arrangements.

34/ Harry Fox Agency Inc. v. Mills Music Inc., 720 F.2d 733 (2d Cir. 1983),
rev'd. sub nom. Mil1ls Music, Inc. v. Snyder, 105 S.Ct. 638 (1985).

au
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concluded that authors, not publishers, were the intended beneficlaries of the
termination provision and that the owners {creators) of derivative wor: were
the beneficiaries of the exception, 35/

On January 8, 1985, in a 5-4 decision the Supreme Court reversed the
court of appeals. 36/ As both the appellate court and district court has
done, the Supreme Court considered the revision materials, the legislative
history, and the statute itself, and conrluded that Congress did not intend to
draw a distinction between authorization. .0 prepare derivative works that are
based on a single direct grant and thos: that are based on successive grants,

The Court felt that the key to this “statutory puzzle® s an
understanding of the phrase "under the terms of the grant® as it {s used in
§304(c)(6)(A). The majority of the Court did not accept the court of appeal's
view that there were two grants and the exception only preserved one. The
Court noted that the word grant was used in the exception three times, that
the third reference had to refer to the author's grant to the publisher, and
that it is logical to assume that the same word has the same meaning in the
same sentence,

The Court also rejected the court of appeal's second proposition that
Mills is not a “utilizer® within the exception on the ground that the word
“utilized" cannot be separated from its context in the exception. Finally,
the Court rejected the appellate court's third proposition that Congress did
not consider the specific situation presented in Mills, The Court noted
references within the legislative history that indicated Congress was aware of
the prevalence of multiparty licensing arrangements in th.e mus ic-publishing
industry. The Court saw no reason to differentiate between & book publisher's
license to a motion-picture producer and a music publisher's 1icense to a
record company -- 1.e, to distinguish a so-called “creative® middleman from a

nonh-creative one.

36/ Mi11s Music, Inc, v. Snyder, 105 S, Ct. 638 (1985).
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Justice White, dissenting, 37/ accepted the majority's assertions that
the terminated grant is the original grant (Snyder-Mills), that the derivative
works finvolved were prepared under the Snyder-Mills grant, and that users of
these works may continue to utilize them under the specific terms of the
licenses 1{ssued by Mills, Justice White disagreed, however, with the
majority®'s extension of benefits to Mills a: well as the users of derivative
works. Justice White observed that the right to terminate the grant of
copyright covered “"any right under" that copyright and that it, therefore,
included the recapturing of Mills® right to share royalties.

The m.incrity felt that the legislative history did not support Mills'
claim to share in the royalties from derivative works. The minority noted
that, early in the revision process (1961-1964), comments by the Music
Publishers Association and the Music Publishers Protective Association,
implied that the royalties would revert entlirely to the author. In the
absence of any other "legislative history," directly relevant to this point,
the minority felt that these statements of {interested parties before the
Copyright Office could not be ignored. Justice White also noted that the
majority's decision would frustrate the congressional purpose of compensating
authors in those situations where an author has assigned his rights for a
one-time, lump-sum payment. 38/ Justice White argued that, with respect to
the extended term, both parties, the author and the grantee, have already
reaped the benefit of their bargain, and the only question is which one should

receive the windfall conferred by Congress.

------------------------

37/ 105 s.Ct. 633,652 (1985).

38/  One commentator has suggested that the situation might work against
authors 1n cases where the author {is to receive a set yearly payment
obligation from the motfon picture producer, and the motion pictiure producer
gives the right to produce the work to a second producer for a percentage,
Then {f the grant i{s teminated, the original producer would have no

c(:l;;ég;tion to make any payment to the author. 3 Nimmer on Copyright §11.02
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c. Post-Litigation Senate Hearing

On Apri) 17, 1985, Darbara Ringer, former Register of Copyrights,

appeared before this Subcommittee to urge Congres
issue and to redress the imbalance created by the
Ringer emphasized that the impact of the decision
the Mills case:

First: The decision

s to reexamine this important
Supreme Court decisfon. Ms,

went far beyond the facts of

applies not only

to musTc and sound recordings but also to every
conceivable type of copyrightable work and to

every conceivable type of deri

vative work that

can pe made from a copyrighted work.

Second: In the Mills case the author's

grant "to the publisher provi

ded for him to

receive 50 percent of the record royalties, and
his heirs will, under the decision, continue to
receive this share. But, especially in fields

other then music, the author

‘s grant to the

publisher or middleman-entrepreneur may not
provide for any author's share of royalties from
licensing rarticular kinds of derivative works.

If the pub
receive 100 percent of the
termination of the author’s
hollow mockery.,

isher or entrepreneur can continue to

royalties, the
grant becomes a

Third: The Mills case dealt with
section 304 and the 19-year extension of

subsisting renewal copyrights.

But the 1976 Act

contained a parallel and potentially far more

important provision in section
section, authors and their hei

203. Under that
rs may terminate

grants made after January 1, 1978 at the end of
a prescribed period of years, but subject to the
same “derivative works exception” as that
construed in the Mills decision, Thus, unless

the Supreme Court’'s ruling

is changed by

Congress, its {mpact will continue into the

indefinite future,

Fourth: Most {important of all, the

fssue Tn the Mills case raises

the fundamental

question of whom Congress s seeking to benefit
by means of the termination provisions in both
sections 304 and 203, Does it really mean to
benefit the holders of old contracts that go

back for generations, or does

it want to give

real, rather than_{illusory, benefits to authors

and their heirs? 39/

---------------- L LT T

33/ civil and Criminal Enforcement of the Copyright Laws: Hez “ing Before the

rks of the Senate Commitcee on

Subcommittee on Patents, Copyriohts and Tradema
the Judiciary, J9th Cong., 1st Sess. 83 (198
statement J,

33

5) (Barbara Ringer™s prepared
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Ms. Ringer's testimony summed up the revision process that led to the
termination provision and the exception and what she saw A3 the congressional
intent on this issue:

In my opinfon, the {intention of Congress was
that termination means termination. And {f the
entrepreneurs rights were only contractual -- {f
it did not create and own the derivative work {n
question -- then Congress i{ntended that the
entrepreneur's rights would be terminated.

assuming that the author went throuyh }}l the
statutory requirements for termination. 20/

Ite P *LS TO REVERSE MILLS MUSIC

On June 27, 1985, Senator Specter introduced S. 1384, a bill to clarify
the operation of the derivative works exception, In introducing the bill,
Senator Specter urged that since “the Court's sharply divided 5 to 4 decision
was based almost exclusively on its perception of Congress' intent, it s
wppropriate now for Congress to clarify its intent and alter the effect of the
decision in Mflls Music.” 41/ This bi1l would amend section 304(c)(6) by
adding a new SubSection:

(7) Notwithstanding any other provision of law,
where an author or his successor, as defined {in
subsection (c)(2), has exercised a right of
termination pursuant to this section and a derivative
work continues to be utilized pursuant to subsection
(c)(6)(A) of this section, any right to royalties from
the utilization of the derivative work shall revert to
the person exercising the termination right.

The Serate bill does not change any language in §304(c)(6); instead the
new subsection (7) adds the clarification that any rights to royalties for
derfvat ive works utilized pursuant to (c)(6)(A) following termination by an
author or his successor as defined in (c¢)(2) “shall revert to the person

exercising the terminated right."

........................

49/ 1d. at 93.

41/ Congressional Record, S. 8971 (June 27, 1985),

57-196 0 - 86 - 2

w
e
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The new subsection also would specify thst thiys right to royalties
exists "Notwithstanding sny other provision of law, .,,* It {s not clear what
{s moant by the opening phrase af the subsection; perhaps 1t was drafted to
emphasize that the royalties from derivative works would revert to the person
oxercising the terminated right ruegardless of any contractudl agraement
between the author and the assignee, or despite any other provision within the
Copyright Act, To accomplish 1ts pus>ose, moreover, the bil1 should ensure
that the royalties go to the persons {n whom the reverted rights vest (who may
be different than the person exercising the termination right),

The Senste bill does not amend the derivative work exception to §20),
which governs works first copyrighted under the current Act.

Congressman Berman has {introduced H.R. 3163 in the House which would
amend the derivative works exception found in both §203 terminations and §304
terminations by adding the following phrase within each existing derivative

works exception:

effective date of termination, all rights to
:::::c:hethe terms of any such license or other
contract and to receive royalties or other monies from
any such continued utiiization shall become the
property of, and such royalties or other monies shall
be payable to, the person or persons in whom the
reversion £ rights are vested under this
subsection. 42

If Congress concludes that the M{11s Music decision should be reversed,
the Copyright Office believes the derivative works exception of both §304{c)
and §203 should be amended, Direct amendment of the clause containing the
exception ({the technique of the House b111) seems preferable to indirect
amendment (the Senate b111). The latter approach may f{nvite further

litigation to test the “clarification.”

42/ The amendment to §203 refers to rights vested under this "section”
simply because of the different structure of 3203 as compared with §304.

35
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OBSERVATIONS ON THE DERSVATIVE NORKS EXCEPTION

A. ‘(_:Jqﬁrm”r_g'g\lonll l_rlgent

The derivative works exception does not mention royalties, and
there 13 no evidence in “pre-legislative® or legislative history that
efther the Copyright Office or Congress ever considered the specific
{ssue addrested in the Mills cate, The district court conclided that
the legisiative hitvtory was ambiguous:

There 1s no indication that either the drafters {n the
Copyright Office of these provisions or the Congress
specifically considered the Exception with reipect to
music publishers. In 811 of the Office’s panel
discussions and reports, any e11 of the hearings,
reports and other legislative materials regarding the
various bi1ls i{ntroduced in Congress, there {s no
discusston by either the Office or individual members
of Congress aboyt the termination of assignments or
the derivative works exception specifically as they
apply to music publishers. [t {s an unwarranted
assumption that Congress itself ever 9gave any thought
to the 1ssue., In addition, there 15 no discussion b
the Oftice or by any member of Congress of the genera
{ssue of whether the Exception applies to an author's
grantee who only authorizes others to make derivative
works and s not 13:.\! the owner or producer of the

derivative works, 43/

The only statements that remotely discuss royalties are by music
publishers very early {n the revision effort, as part of the debate
concerning the author's right to reversion in principle. These remarks
have been given different weights by the courts that have addressed
them. 84/  The Supreme Court made 2 Jjudicial determination of
congressional intent, which favored the publisher over the author.

1? the Court erred In fts finding of congressional intent, it did
so less in 1its parsing of §304(c) and fts history, than in fts

{nattention to the broad purposes of the 1976 revision, The underlying

543 F, Supp. B44, B56 (citations omitted).

See, 543 F, Supp. B9, 863-864; 720 Fad 733, 740, 105 S.Ct. 638, 648
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turpase of copyright legislatlon v to stimulate creativity, 1,e,, to
encouraye authory to creates  the )9 year extenvion of he term for
subdiating copyrights wav clearly a windfally 1n consonance with the
underlylng purposve of copyright legislation, Congrevs more likely than
not {ntended to reward the author and not the publisher.

In sny cave, excopt for ity possible stynificance tagarding the
conttitutionatity o ve legivlation, as discussed Tater, further
tortuous vxsmination uf tue “original® intent of the 94th Congress seems
less impartant than s review of the equities of the propoted legisiation
by the 99h Congress, It V. now that the Congress must make a decision
that the authors should recelve all royaltles due under the terms of

yranty that Qave been terminated,

B. The Equities

Unllke many of the copyricnt {ssues which have recently come
before this Subcommittee, the controversy to which this bl s
addressed {s not about whether copyriyht should or should not govern a
given activity, Rather, 1t 14s a dispute between two classes of
topyright proprietors: here, authors and publishers, 1In most instances
the copyright law does not distinguish among classes of copyright
owners, and for good reason, In creating a statutory form of private
property, Congress has largely left transactions concerning that
property to the participants. And, in the market, authors of proven
best sellers will usually get a better “deal® from a publisher than will
a beginner. Likewise, the composer of a perennfal hit tune will derive
more inccme than will the composer of a song which {g rarely performed
or recorded,

But the marketplace has not been the sole determinant of copyright
rewards over the long life of the copyright monopoly.  The renewal
provisions, which have beea supplanted 1in the present Jaw by the

termination provisions, have their origin in the Statute of Anne (1110).

37
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They were Intended to peovide, among other things, the power Lo the
authur to recapture copyrights he or she had previously baryained away,
Ay Senator Specter stated when ha introduced S, 1384, the 94th Congress
recogni 2ed that both the impasaibility of predicting a work's value as
won 43 it has bheen created and the unequal hargaining power of most
authors Av aqainit most publ ishers were proper subjects for legivlative
redrevs. The question befure you today, Mr. Chairman, 18 whether
Congress shall continue to choose to seck to strengthen the hand of
authors <= bdoth Original and derivative authors <= in light of the
deciston 1n MI)1s Music, In short, “‘nuld the Yaw he made explicit to
the effect that the c¢lasy of iIntendet beneficlaries of all royalties
under the termination -ignts provisions consists exclusively of authors
and thelr helrs {and the other statutory renewal claimants) and that the
class of intended beneficiaries of the derivative worky exceptions
consists exclusively of those who create derivative works? The
alternative, as § see it, {5 to leave the status quo alone, {.6., to
grant to those primary publishers who, under assignments from the
author, themselves authorize the preparation of derivative works, a
substant{a) shield against termination,

In support of the status quo, publishers would presumably argue
that the derivative work exception, while of great significance,
constituted only part of one of a serfes of compromises regarding
duration of copyright: the decisions to extend the term of copyright
both transitionally for subsisting copyﬂghts. and permanently for new
copyrights; to allow the author under stated conditions to recapture the
copyright after a period of years; to exclude works for hire from the
recapture provisions; and to allow the continued utilization of
derivative works under the terms of the original grant. Some will argue
that 1t 1s not equitable to reverse the Supreme Court‘s finding on one
feature of the compromises regarding duration -- especfally in view of
the sparse evidence of any specific congressional intent opposed to the
Court's holding -- without re-examination of the case for any forced

reversion of property rights. Publishers could also argue that the
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tmpact of the Mills Muslc decistion hat been wipagyerated by authors,
Atter w1l 1y, aythory can terminate Vlcentod and recaplure Lhe eopyright,
They can Vicense new wies uf thelr waorks InCluding new derivative worky
that may Compete with the one Vicenved by the pub)isher, 45/ Authursg
can recefve all of the royalties from phonarecurds of derfvative sound
recordings llcensed post termination, Tnhey can share in the royalties
unde¢ the terms of the oeiginal grant 1n the cate of phonorecondy
1censed hofore termination (1f that grant 30 provides), and the muni-
publisher's right to royslties 13 limited to this lest narrow situetion,

Nevertheless, given that the function of the termination right 1s
to grant authors and thelir helirs a second chance at capturing o falr
thare of the revenus gyenerated by the saploitation of their works, @
b111 designed to achieve the goal of S, 1184 seemy on appropriate way of
balancing the equities between authors and the publishers of thelr
works, The function of the derivative works exception should not be to
freeze authors into disadvantageous positions, but to prevent capricious
rights owners from denying the public access to derivative works whose
preparation and performance was initially authorized. As Justice White
observed, the very purpose of the termination provisions s to provide
more compensation to those authors whose works are very long-lived than
their initial contracts would have provided. To leave the law as stated

by the majority in Mi1ls Music frustrates that purpote,

C. Constitutional Issue

It s clear that Congress had the suthority to determine who got

the royalties at the time the new right (extended term) was created in

45/ The author's right to license competing derivative works {s particularly
powerful outside of the music field. It {s less significant in the music
fleld because the public performance right 1s commonly 1icensed on a

nonexclusive basis anyway, and the mechanical reproduction right s subject to
& compulsory license,

39
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1976,  Now, huwever, $he Supreme Eudft hay interpreted the defleatio
wurty sispption end held thit publishers Rawg 8 rignt to the royaitiey
in aciurdance with the guntract uider whicn the derfvative wars 1y
wiiltged, Should Cungress Auve aneAd §I04 to clarity tnat suthury {and
thetr statutory renewal SuiCesnorsy) are tu fFecelve all of the rugaities
when derivalive works continee ta bLe uitilijed, the question eftgey
whether retroactive applicativa uof the amenged law (nterterey with ur

dlvests o vested right? 48/

The propoved amendmenl would ta Yegislation passed tu Cure dete(ls
1n prior leglylation,

Generglly, curative acty are made  necessary by

tnadvertence or error in the original snactment of 8

statute or 1ty admintstration . .+ . . Hecouse

curative legitlation ... 18 concerned \pvctnull{

with past eventy and trantpctions, all constitutiona

strictures on relroactive legisation are relevant,

Myt becaute the very reaton for curative leglstation

fs to fultil) and secure expectations rather than to

frustrate and defeat thea, the principlas governing

decision 81 to the validity of retroactive leu)hum

do not work to render curstive acts tnvalty, 27
In the instant case, 1t pasted, Lhe curattve ttatute will follow &
Judicial pronouncement ; consequently, |f the curative statute interferes
with vested rights, the statyle itself may be dec)ared ynconst ftutional.
48/ Thiy brings us back to the question of whether Che music publishers
have & vested interest in royalties patd for derfvative worky that
continue to be utilized after termination ynder the Milly dectston,

This ¥s not an edsy question since there is no clearcut definition
of vested rights. One commentator has sald that “settled expectations

honestly arrived at with respect to substantial 1interests ought not to

487 see Stancil v. United States, 200 F. Supp 36 (E.D. Va. 1961),
_:%;3) 2 SUTHERLAND, STATUTORY CONSTRUCTION, ld. §§41.11; 41.12,  (4th ed.
A8/ 14, §41.20 and §41,06.
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be defeated." 49/ Another commentator and several courts have
described the term as “conclusory," and indicated that the real question
fs one of reliance, "“How the challenger's conduct or the conduct of
others in his class, would have differed if the law in issus had applied
from the start,” 50/

Another court has sald that the due process challenge to a
retroa.ctive statute {s met by showing that the retroactive application
of the legislation f{s f{tself “justified by a rational legislative
purpose.” If so, “[t]he fact that the statute's retroactive application
imposes new duties and upsets otherwise settled expectations 1{s not
sufficient to {invalidate 1t ... unless the changes it imposes are
‘particularly harsh and oppressive.'" 5i/ This case concerns imposing
new duties on mine operators to make them responsible for compensating
families of injured employees. The consideration may be different in
matterc of private not public interest. 52/

An arguably analogous case s the 1itigation dnvolving a
construction of the Fair Labor Standards Act (FLSA). Following an
expansive Supreme Court interpretation of "work-week" Congress enacted a
new rule, whose purpose was retroactively to minimize employers from all
the suits pending or that could be brought under the Supreme Court
definition. If the Supreme Court view had been allowed to stand, the
effect would be to give large numbers of employees sizable “windfalls"
and impose on employers vast liabilities for which the market economy

had made no provision. Both federal and state courts were unanimous in

L R L T LY TEye PRy,

49/ sutherland, supra note 47, at §41,05.

50/ ses Hockman, “The Supreme Court and the Constitutfonality of Retroactive
Legistation,” 13 HARV, L. REV. 692, 697 (1960); Adams Nursing Home of

Williamstown, Inc. v. Mathews, 548 F2d 1077, 1081 (st Tir. 19777,

51/ North American Coal Corp. v. Campbell, 748 F2d 1124
= ’ » 1128 (6th .
1984) (citations omitted). { Cir

5 .
Ebz{ at%g_z_s:gfherland supra note 47 at §41.,05. But see, Hockman, supra note
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upholding the new rule primarily on the reas sning that the Supreme Court
decisfon “presupposed an opposite construction of the Act® and that,
therefore, the new legislation validated »anrecments “fulfilling raveer
than defeating expectations which ha. :ended formation of the
employment relationships prior to the J+° f the unforeseen eipansive
Supreme Court interpretation,” i.e., on .ne criterion which cnmorises
the traditional justification for “curative" legislation "t fuifills
rather than defeats reasonable expectations."” 5%

In a similar situation where the Court interpreted a FLSA
provision, Congress again enacted a subsequent act prescribing an
interpretation which produced results “deemed by Congress tn be
compatible with what the expectations of the parties had been at the
time when they negotiated the agreements." Again the retroactive
application was upheld. s

As one commentator has noted, "a retroactive statute, by remedying
an unexpected judicial decision, may actually effectuate the intzntions
of the parties.” 55/ The same commentator has observed that the true
test of constitutionality of a retroactive statute is whether a party
has changed its position in reliance upon the existing law or whether
the retroactive act gives effect to or defeats the reasonable
expectativ.s of the parties.” 56/

In making this determination a court considers three major

factor.:

1. The nature and strength of the public interest
served by the statute,

2. The extent to which the statute wmodifies or
abrogates the asserted preenactment right, and

Sutherland, supra not2 o7 at §41.05.

1d. see Addison v. Huron Steedoring Curp., 204 F2d 88 (2d Cir. 1953),

cert. denied, 346 U.S. 877.

55/

Hockman, “The Supreme Court and the Constitutionality of Retroactive

Legislation,” 73 HARV. L. REV 692, 693 (1960).

56/

Id. at “96.
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3. Ttc nature of the right which the statute
alters, 2L

In determining whether the proposed amendment to the derivat!ve
works provision is an unconstitutional interference with a vested right,
we must first resolve whether Mills (or any other affected music
publisher) has changed its position in reliance on the existing law,
The answer to this may be "Ko" 1n.M111s‘ case since the agreement under
which Mills received rights to the underlying work was made before
either the enactment of the derivative works exception or the Supreme
Court's interpretation of that exception. In other words heither
royalties nor an extended copyright term was foreseen by either party
and were, therefore, not part of the original bargain. 58/

The question then becomes whether the proposed amendment gives
effect to or defeats the reasonable expectation of the parties. Here
the issue is much more complex, Following termination, some publishers
apparently received royalties for the derivative works that continued to
be utilized under the preexisting contracts. Also, the Mills decision
reinforces the expectations that publishers were to be paid. Arguably,
then the amendment does cefeat a “"reasonable” expectation.

the other hand, it can also be argued that this expectation is
not r nable. A public interest 1s served in permitting Congress to
cure inadvertent defects in statutes or their adminiﬁtration. In such a
case the individual who claims that a vested right has arisen {s seeking
a windfall since if the provision had had the effect'Congress {ntended,
no user right would have arisen. Moreover the relative strengths of the
equities underlying competing claims are often relevant in determining

the validity of a partfcular application of a retroactive statute.

-------------------

It seems possible, however, that some publishers may have assigned their

royalty expectations to third parties since 1978, either before or after the

Mills Music decisfon. Did those third parties change position in reliance on
existing Taw?
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In many instances the public interest in retroactive legislation
{s sufficient to permit the abridgement of rights arising from private
contracts without there being a deprivation of due process. 59/  The
{nstant situation is one where the subject matter l{es within the
control of Congress, and the contract between the publisher and the
writer was made before Congress extended the copyright term. This {ssue
could, however, warrant further study. The Copyright Office is not
expert on constitutional law, and we have in any case had little time to
examine the question,

1f the}e s no constitutional impediment, 1 would suggest that the
burden of showing that the proposals to reverse Mills Husic are unfair
and unwise rests with the publishers. Authore should presumptively be
entitled to the full benefits of the recapture of their rights that
Congress legislated in 1976.

59/

See Home Building and loan Association v. Blaisdell, 290 U.s. 398

(1933)7 Block v, Hirsh, 256 U.S. 135 (1921).
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Senator SekcriR. Next, we will hear from Barbara Ringer,
former Register of Copyrights,

Thank you very much for joining us, Ms. Ringer. We appreciate
your being here, and we look forward to your testimony.

Ms. RiNnGgER. Thank you, Mr. Chairman.

Senator Specter. I might say that all prepared texts will be
made a part of the record, as is the custom of the committee and
the subcommittee, and to the extent practical, we would appreciate
your summarizing your testimony within the allotted time.

STATEMENT OF BARBARA RINGER, FORMER REGISTER OF
COPYRIGHTS, WASHINGTON, DC

Ms. RiNGER. Thank you, Mr. Chairman.

This is more or less what I plan to do. I have a 13-page statement
which I have filed for the record, and I will just make a few very
general remarks, if that is agreeable, and then will be open to any
questions that you have.

Senator SpecTeR. Fine. Thank you.

Ms. RINGER. At a hearing of this subcommittee on the criminal
and enforcement questions of the copyright laws on April 17, I was
kind of an extra added attraction. I broached the subject of the
problems raised by the Mills case because I feel very strongly
about them. I should say that I do not represent any interest here.
I am here strictly as a former Register of Copyrights who knows
something about the background of this subject.

On April 17 I did express my disappointment with the Mills de«i-
sion and what I consider its misconstruction of the “derivat ve
works exception” to the termination provisions of the 1976 act.

I must say that, since April, I have been gratified with what
action I have seen. As Congressman Berman has said, two good
bills have been introduced. They are not exactly the same, but
their thrust is exactly the same. We are now having a hearing in
the Senate, and I think there is a good chance that they will have
one, as he said, in the House next year.

And I think it is worthwhile. This is a very complex and difficult
subject. It is the sort of thing that makes people’s eyes glaze over
when you start trying to teli them what it is all about, but once
they get it, they get excited. And I think that the people that I
have seen most excited are authors and their families who, when
they realize what is going to happen to them, say, “Oh, my God.
How did this happen?”

As it stands, the decision takes money away from authors and
their families and gives it to entrepreneurs, who did not bargain
for it, did not expect it, and did nothing to deserve it.

Something needs to be done fairly quickly—by Congress, because
that is the only body that can do anything about this. Unless some-
thing is done, we are going to see some very drastic effects, I am
afraid. The decision, which sounds very limited upon its face, ap-
plies to all types of copyrighted works; it applies to all types of de-
rivative works made from all types of copyright works, and it ap-
plies to all uses where there is money coming in under these inter-
mediate license arrangements.
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I am not going to go over my whole statement, but there are
three points that I would like to make, very briefly.

I was involved ver closol%' with the drafting oIY the revision bill,
and it was my pen that dralted this section. Based on my personal
knowledge of what went into the drafting and the intention of Con-
gress with respect to it, I think this decision is just dead wromﬁ

Let me say first that, with respect to the added term—the 19
years that was added on to the maximum of 56 before the copy-
right would expire—Congress was very leery. This was a lot of
years being added. We were completely changing the duration pro-
vision and we were, in fact, finally bringing the United States into
line with the rest of the world with respect to duration. But that 19
years looked like a lot to be taking away from the public domain.

Some Congressmen who were ieery about it—and some of them
were very closely involved with the bill—were much more satisfied
when they realized that the money was not just going to go to the
same entrepreneurs who had been raking it in before—that there
were these termination provisions which were going to be available
to authors if they chose to make use of them.

This added term was brandnew. The entrepreneurs had not bar-
gained for it and did not expect it; they expected 56 years, and that
is all they were going to get under the old law. If that was a wind-
fall, as some people regarded it, I have absolutely no doubt that
what Congress intended was that that “windfall” was to go to the
individual authors and their families and not to these holders of
old contracts that in some cases went back to the turn of the centu-
ry.
The whole concept of termination was based on the principle
that it would go back to the author.

Second, as far as the future was concerned—the many copyrights
that came into existence after January 1, 1978, which was the ef-
fective date of the new law—there was a lot of negotiation among
the parties. The crucial year on this issue was 1964, which was
before the first hearing on revision in Congress. But there were
endless negotiations between the publishers and the authors on
how that issue was to be handled. The principle was finally agreed
to that contracts should terminate at some point. In other words,
the term was going to be life of the author plus 50 years, or in
some cases, 75 years or upward of 100 years. And the question was
how to deal with authors who have made unremunerative con-
tracts at the outset. Nobody—or almost nobody—knows what a
work is worth at the beginning. So the question was whether that
author should have the right to reclaim the copyright. And it was
agreed, fairly early on, that the author should.

Then the question was how long should publishers be given to ex-
ploit the works and get their investments back.

We started in our drafting in the Copyright Office with a period
of 20 years. In other words, in lieu of the complicated old renewal
provision, which I think most people were glad to see the end of,
we proposed that assignments would end after 20 years. The ques-
tion was whether or not contracts should be allowed to run on for
the life of the author plus 50 years, or 75 or 100 years, depending
on the circumstances, with the author never having a crack at get-
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ting his property back, or remaking the deal which he may have
made at the outsot.

After endless wrangling, we came out with about 35 years. There
are variations on this. But the point I am trying to make, Mr.
Chairman, is that this—was the agreement between the publishers
and the authors. At no point was it even dreamed that they would
be able to hook onto the royalties that were coming in through in-
termediate licenses.

There was an endless wrangle between the publishers and au-
thors over this 35-year period, and at no point was it suggested
that, if you had termination, there would be anything other than
real termination where the rights were cut off.

My last point is that the utilization of derivative works is the one
exception to this, but the derivative works exception was intended
as a privilege and not a right with no rights or privileges to the
middleman, who had nothing to do with creating or utilizing the
derivative work.

The Mills case has upset a carefully constructed statutory bal-
ance between authors, publishers, and creators of the derivative
work that not only hurts authors but undermines the copyright
law. I believe it is important that Congress do something about this
problem.

Thank you.

[Prepared statement follows:]
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PREPARED ST/ EMENT OF BARBARA RINGER
FORMER REG'STE® OF COPYRIGHTS

UMBANY

In Hi11a Hunie, Ine, v, Snyder. 105 3. Ct. 630, o nharply-di-
vidoed U, 8. Suprome Court rulod that, even aftor tormination of ita con-
trnet with an author, a publighoer can continue tn share royaltles
from the distribution of wound recordingn made by others, On tho
wisis of my porsoml knowledge of thu drafting and purpose behind
the "derivative worke exception” lo the temmination provisions of the
1976 Copyright Act, 1 boliove that tho Mills ducision 1g wrong. It
runs counter to Congressions? intent, and 1p seriounly projudicial
to the l;gltlmato rights of wuthors and their hoirs,

The Mills decislon not or + wvolves & great deal of monoy, but
1ia impact also goes far beyomd =he facts in the cave, 1t applies
to all types of copyrightable wor’ 3, to all types of derivative vorks
that can be made from copyrighted works, and to all conceivable uses
of those dorivative works. In many cases it will provide a wholly
unjustifiable windfall to publishers and othor middlemen-entrepre-
preneurs at the expense of authors aid their familles, Unlecs changed
by Congress, the inequities of the Mills decision will continue into
the indefinite future.

For thesc reasons I am gratificd oy the introiuction of the Speeter
B111, S. 134, and of the Berman Bill, H.R. 3163, both of which are
aimed at remedying this serious injustice, I strongly support both
bills in principle, and suggest consideration of the draft amendatory

lanzuage appenled to my full statcnent.
- & 0w

In January of this year the U.S. Supreme Court hapded down its
decision in ills Husic, Inc. v, Snyder, 105 5. Ct. 638, a cass invol-

ving the so-called "derivative works exception” to the ternination
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provistons of woclion J04 of the Copyripht. Act,  The coart rulod that,
aven aftor torstuatton of Yn contraol with an author, w o pubdiehor eag
contimo to nhave poyaltien from the dlnbritmtion of sound reeantings
made by othern,

T bolteve that thin deotnton runy eomntor to Congronsbona ) $ntont
and An weptounly preJudialal ta the Tegbtin dbo riphta of agthos, ang
thoty hotya, b therefosw aapport. the prinetplo enbadiod fn the Spoater
ML, Sy 130 whiieh $natmed at eedvonntng the tmboadaneo ereated by

the 1M11s duelaton,

The Tekeround of the Neeiuion

The Hilla cane crose under ection 5ot of the 1976 Copyrisht Act,
dealing with tho dur:tion of subsinting copyrightn alveady in existenca
vhen the new Jaw toak of feet,  Sectlon 304 extended tho total duriiton
of subsinting copyrlghts from 56 to 75 yearsp 1t also gave auths=s (or
certiin of thelr helrs) the vight to teminate any of the author's
grants of rights and to reclasm tull copyright Townership during the

19-ycar extenslon of the tern,

However, this right of teminition was made subject to an excep-
tion:

A derivative work prepared under authorlty
of the grant before its texmnination may con-
tinuo to be utllized under the terms of the
grant after its termination, but this privilezge
docs not extend to the preparation after the
termination of other derivative works based
upon the copyrighte@ work covercd by the ter-
ninated grant, 17 U,8,¢, 2 304(c)(8)(a}.

The work involved in the Nills case wag the 1923 song "#ho's Sorry
Now?", In 1940 the author, Ted Snyder, ar.slgn.cd his righis under the
copyright to the music publisher Mills Musie, Inz., tn exchange for
a commitnent to pay royaltles, including half of all net royaliies
received by the pudlisher from its licenses vith recomi coapznles. The
publisher in turn licensed various record conpanies to rake cound

recordings and to manufacture and distribute phonograph reconds of

the song,
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The aound vagordlugn made udor thane Momboy are "doriyvative
vorks” whioh are odnod and sxplolted by the vartotin rocord songenlon
Tevnnad by the polilinhors The putdinhierts rolo hore tn sarant fally
that of o nidtleman, nince Lt has nothing to do with the tallyy o Lhe
Juertvativa work or with the mamfecture wnd disteiution ot the
reconln vepeoduged from 1ty The publinhor van entitiod Lo collocl
recont Toyaltiog which, undue Yin Aprocnent with tho nuthor, 11 wn
ob1iged Lo divide equally with tho authar or Win riccotso=n, Thin
f1rLy-tifty opliL of record royaltlos b Wacen outhor and prliahy e

van standard o nonguriter conbraetna of the tiao,

The_ECfeat_of tho 19726 Statute
Under the new law, which came into ¢ffoct on January 1, 1974,
copyrights alroady in thoeir socond tern were nutomatleally extonded
by 19 yeara; the 1923 copyright in "Who's Sorry Now?" in thus sched-
uled to expire at tho ond of 1998, Taking advantage of the ternim-
tion provisions of coction 304, Ted Snyder's statutory helra at the
propor timo filed the neceysavy noticea of tcm\n;uon of his grant
to Nil1ls Musie, R
What weve the legal effecets of this act of termimation? There
seems to be general agreement as to the following concluslonst
First, tho publisher ceases to be the copyright owner
and the persons f£iling the texmination (in this case the :;uthor's heirs)
become the owners of the copyright.

A Sccond, the rocord compinlies can ontinue to manufacture
and distrib.uto records and tapes reproduced from sound recordings 2l-
ready made under their licenses with the publishcr.. A pound recoxdiing
1s a "derivative work” and, under the “"derivative works cxception,”

" the record conpanics clearly have the privilege of coatinuing to
utilize their recordings.
Third, the record companies must continue to pay the

same amount of royalties provided for in their llcenses.. They must |
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pry thone amovnty to pansone, it to vhom  Phin wan the quontion in
the I 1ta cane,
Thes Duebnton fu N0 vy Hayder

The Yasue faetigg tho Suapeeme Comr b S Qe I8 00 e v whot Hop
tho putittnher, who had nothing to do with the derlvative wark other
than aolleoting voyalties Leum 4ty wan otill sutitled to $ta rhire of
the yoyaltiea, or whother the Lormtnation of dbn grant means that all
royaltien chould go to tho suthor or hin holrn,

T bWnllova that Conprons neant the author to have thn tnll benefit
of tho copyright in thin wltuation. In a fivo-four dvcinton, tho Suprome
Conurt deoldod othorwine, holdlng that under the derivative worka oxecop-
tion tho publicher may continue to nhare the rbyult\cg gonumtod by
utilization of derivative works by othor llecensces, oven after the
author oxr hia hetralive recaptured the copyright, Thero was a ntrong
dissont for tho minority writton by Juatice Whito wlth which I agreas,

The decloton in M3lls Mustic, Ine, v, Snyder nottled questions of
statulory coastruction and ia now tho law of tho land, While I disagree °
with the majority's Intorpretation of the wording of tho uslatute, it
vould bo pointlesas for me to oift over tho complex tochuleal arguuents
on which the decision turnod. Technicalities asido, however, I bellove
that the regult reached in tho Millas case is not what Congross intended,
and that it roprescnts a windfall for publisﬁ;¥n at tho cxponse of
authors and their families.

Under this decision, authors and their helrs w11l be dcprived of
vonefits that Congress meant them to have, If, as I bellevo, the

decision runa counter to the legislative intent, then Congress should

revise the statute, [t should make clear that, follouing temlimtion,
the royalties from utilization of derlvativo works should go exclusively

to authors or thelr heirs,

The Scope and Importance of the Decision

As obszcurc and csoterle as this question may appear, it is 25 4z~

menge importance to much of the copyright community, It involves a

o1
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preat deal of nonsy, snd e fuprat goos far beyond the tacts In *he
W41y ean, Phors are Foov polnts Lo hs etdes hind

Firnty  Tow dectston ipplies nob undy to oo oot
wound rocontingn Wt aluo to overy conerivablo Lyps of capgeteate e
work and Lo vvery concolvalde typu of dertvat byn gk that cen B et
from n eopyriphted work,

flecondt In the MITA cee tha nuathor®n gt Lo e
publisher provided far him Lo recelve 50 percont of thoe vecost voydtus,
and i hetrn w11, under the decinton, continue Lo reentve thts oty
Put, onpecinlly tn flolda othor then nuato, the puthor'n praat 1o thes

-t
3

publinhor or niddlemin-catroprenogt nay not provide for any ov.te
whare of royaltiou {rom Neonadng particular hindy of dertvative vosies,
IL the publisher or eptrepronsur cin continue to roculvae 100 3 =t
of the royaltiea, the tomination of tho author's grant beceten &
hollow mockory,

Thinls Tho Milla cne dealt with geclion JUF ant ihs
19-year uxtenaion of pubsisting renowal copyrights, Tut the 1075 het
contained & pirallel and potentially far nore impovtant provisios: in

poction 203, Under that soction, authora and thelr helra nay tnmalnivia

grants mado after Jdanuary 1, 1978 at the end of & prescribed pa—ic
years, tut subject to the cue “derivative vorks exception" as oy
construed in the Milla decision, Thus, valess the Supreie Joari's
ruling is changed by Cdngrcss, 1ts impact #111 continue into the indef-
inite future,

Fourth: Most important of all, the issue in the iills
case ralses the fundamental question of whom Congress is seexing to
benefit by neans of the termination provisions in both sections 30k
and 203, Does it veally mean to benefit the holders of old contyacts
that go back for generations, or docs 1t want to glve real, rathex than

11lusory, benefits to authors apd their hoirs%.

The Question of Legislative History

Both the najority and minority opinions in tho Mills case dwelt

5y
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st Yanpth on the Tegtielative hintory of the slatutory pivvintois, o
cubJact oo b bl T obaves e peioona) Licededge,  TE Vu ono by ot that
I van lhe un'thnr al the proviston in quention, T the peear that 1t wag
my pean that drafted the Yangipa,  The cantent of the tecateat fan Prue
viatony had boen hinnered out Followtng Yengthy debaton and RARTRITES (TS
although the conproatpss had lwen roachod and the fesuen st fectivaly
pottInd Weforo Congrase took up the quention of pgensrul vovioctong of

the eopyright Taw An £ omal heartngn,  The Copyright 031es van tha
fnttial draftor of the enthiv reviston B0, tneluding the ter it ton
proviatona, and 1t ta tmportant to recognlve thatthas Capy Vo bt Gi-
fice, ag part of the Libmry of Congress, ta an sm of Con resy iy the
leginlative houneh,  Moreover, counnnl froq the commttteos chred «\th
capyripht vonponsthl N ties 30 both Housen played an active end coninaing
role in the vholo pruvceas that led to the d‘lVlnhlh'l"ni and draltis

of tho roviaion bill,

Loginlative Intents  The Nelation Detveen Longor Copyrisht Terws raq

——— LA DU ELDR AL

Terminatlon of Grunta

It 1a Important to recopgnive that tha right of tmminalton ,Lven
by Congresn to authors and their hoirs in thoe 1976 Act van not ot’ached to
anything alrcady in exialonce, In the caso of nectlon 30%, ths *xwaiae
ation applied only to tho 19-ycar extenslon or.uubzsluunu rencaal
copyrights--an entirely new torm of copyrlght‘ carved out of whas waull
otherviso  havo beon tho public domain, In the caso of section 203,
the {temination applied only to contracts written after the new 2:w
camo into effect, and that new law provided for A radically @i7 c—ent
and nuch longer term of drotection,. .
In bot.h cases Congress was granting a new right, and I oaitave it
is falr to cay that Congress would havo been extremely reluetant o
do this unloss it had been assured that individual authors would =% lmast
havo tho opportunity of enjoying the benofits of these new rights, If
the author's old and, in miny cases, unfalr contracts wero to te sve-

sorved vwithout any provision for tcmim'tion, 1 do not think Coni—oss

would have extended the length of the copyright temm,
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Fuithusianee, the coparicht ¢haiau of the Conctbtutinag ons
Congivat 1o eocarn to agtheng thy vachaaes adoht dn thele iy 5
Beootng toondnd that Poavaeaa vag s ncat g oottty noee 0 sta Wy
e Vager Bney 1 badiove thore ta o proadne guestbo, sa ta e ethee
h wew et conbd b gentod o cat bt en vt thian st 5y ot
for tany alboe copyeighits vl have been the v,

s Linlo purpeas 0f the tepatiatton vas 10 rake suse thzs 2 athary
r thete hetva had the oppnituntly to sensgotiale thete ol coto= ots,
vathor than nerely Totting the contiacts vun on Yhiuaeh the Yoo o~ i e
Ficht torn, i great pany cines, T bellove that the Hupie e 0 -y
destnton Wil et fuctively dutoat this purpaas,

|
LeeteYative Tntente The Means Cungress Chann to Protect the Bovesse-ty
af P nhnes apl Other, Tntensodiate bt topronsnry

As already noted, in the 1996 Act Cnn.-:rv;m viacted tuo 4t
types of teminationns (l) the voction 0 teminattiom ol =0s
coveripg the 19.year oxtenstlon of eabatuting rensval copyrighiag = 1
(2) the rection 203 temtnation of prunts nads ufter the effuaitia Lty
of the new law, Whilla thu tio mre elaoly rolatel, thay ot "e= 2o
envtaln taportant respectn,

h cimen tuvolving the £1rat type of teombe:tony the Y -lse
or othor grantes had reeoived evorything 1t over had any vigas 4o
expoet, Therv could bo no quention of allowing the (mntes wcro %fas
to recover its inveatnent, sinco 4t had alrcady had 56 y-ars 47 »i%¢a
to do so, and had never c«pected anything nore, The added 13-, =
term vas A new right ant Congress intonded $t to go to the futhnr or
tha author’s hetrs,

With respeet to the second typo of temimiton-~that 15, lx—ifina.
ations made under section 203 of grants execuled after Jupnuiee 2, 167240
tho thinking vas sonewhat different.  Congress had deelded Lo Sra ot
the old renwual provicion, uhich included the posuidility of rew- —siza
to the author or the author's heirs after 28 years, The renewal soo-

vision was far fron satisfactory in practice, but in sone cazes ‘4 g2

allow authors or their heirs to rccapture thelr copyrl ghts, In a'ns-
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doning renewals and creating a much longer copyright term (the iffe o
the nuthor plus 50 years, or even longor in. somo (nseu), Congres=s h23
to face this question: should an unremuncrailive or untair contrect
mada by the author at the beginning of a copyright be allowed to ~ung
on for upvards of 100 ycars without tho author and his family having
any further opportunity to bonefit from 1t? .

There were extremcly long and difficult negotiations ever tils
question, and they cventually produced a compromise agreement cozzisti-g
of two main principles:

(1) Authors and theirfamilies should have the opportunity s
+emminato grants made after tho new law comes into elfect, Wt orly
at the end of a stated period of years.

(2) _Starting when the gmnt is made, that period of years
should be long cnough to allow tho cntreprecncur to recover what cmld
rcasonably be expected as a rcturn on its investment, but not so long
as to constitute a windfall at the expense of tho anthor, {texr zore
extended discuasions a compronise wvas reached, and the period was se:
at 35 yecars, with some variations,It was in this vay that the *_::’:._:es‘._s'
of the entreprcneurial copyripght owner--the first grantee—--weve tzzen
into account: by according it a substantial perlod of time in which

to 1realize its investnent,

Lerislative Intent:  :i:c Question of Derivative Horks

HWith respect to terminations under both section 30% ani section
203, 1t was agreed after much discussion that the right of ternimation
should bo absolute and inalicnable, Authors and their heirs couid ro
longer sign away their reverslonary expectancy, as they had been
regularly induced to do under the rencwal scction of the 1909 Act. Zut
another question ..ad also been lurking behind the "old renewal provision:
when a derivative vork has been created and exploited during the Tirst
28-year term under Jicense from the copyright "ot:ner, what happens wben
the rcnewal copyright i the pre-exlsting work reverts to sonsone else?

The typical case, which also caused the most concern, inzolved
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a motion plcture derived from o copyrighted novel or play: if tre auzhor

€ the underlying work recaptured the renewal copyright, did tbls so2n

that the motion picture had to be taken out of distribution uniess &

new license vere obtained? - In some. cases, of coutse, the derivative

work 1s & more important or valuable property than the pre-existirg work,
.It was Tinally ogreed that, infalrness to the owner of the deriva-

tive work, and to avoid depriving the pu})lic of acecess to derivative

works in thia situation, a "derivative works exception"” should be written

into both sectlons 304 and 203. The purpose of the exeepiion was to

keep the derivative work in eirculation and not to deprive the owmzax

of the derivative work of the usc of ita own property. Thc snle Tene-

4 .~lary of the cxccption was intended to be the owner ofthc dexivzilive

4+ rk who vanted to continue utilizing it.

In the context of the Mills case, let us assume that Ted Snydex,
instead of granting righis to Mills Kusie, directly licensed the record
companies to make and distribute recordings. Under the exeeption, the
record companies would have the smtutorﬂy-;sanctioncd f:rivilcge of
oontinuing to exploit the sound xecordings a]:rcady made before ternina~
tion, provided the prescribed 1license fees continued to be paid to tle
author. The difference in the actual Mills case w;s that the record
companies had taken licenses, not from the author, but from the author's
grantee, Should this mean, as the Supreme Court I'1e1d, that the terminated
grant stays in effeet as far as toyslties from licenses given by the
author's grantece arc concernnd, and that the author is thus deprived
of the full share of royalties?

In ny opinion, the intention of Congress was that termination
should.mcnn .termination, In the Mills case situation the publisher
had alwady recelved everything Congress cver intended to give 1t, The
intended beneficliary of the cxeeption was not the entrepreneur who
had-originally licensed the work, but the owner of the derivative work
who was utilizing it, The middleman 1is not the owner of the derivative

work and 1s not utilizing anything, I believe that the Suprene
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Court decision serlously undercuts what Congress intended and deprives

authors of benefits that are rightfully thelrs,

.tutory Amendments: Problems of Drafting

Attached to this slatement is an addendum suggesting a drafting
¢ yproach somevhat different from that of either the Speotor or the Berman
Bill. The follovuing comments may be pertinent here:

(1) Since the language of the "derivative works exception"
appears in both sections 203 and 204 of the present law, I believe that
it is important to have parallel amendments to both scetions, The lills
decision certadnly construed both seetions; leaving the language of
section 203 untouched would seem inconsistent with the purpose of the
legislation and would perpetuate the problems now being eneountered
under scetion 304,

(2) 1In reaching its result in the M1lls case the Supreme Court
construed the meaning of the specific language of the "derivative works
exception” in a certain way, and that constructlon is now the law of
the land, If Congress wishes to re;erse the Hills result, it should
Tepeal the language that has been misconstrued, and should write com-~
pletely new language that clearly and unequivocally states its intention,
To leave the present language as part of the amendment could raise new

problems of construction and invite challenges on due process

grounds,

(3)¥1th respeet to terminated grants, the Mills deeision established
the leaal right of' publishers and other intermediate ceatrepreneurs to
collect or share in royalties from the utilization of derivative vorks
under pre-existing contracts. These are property rights, and to cut
them off where terminations have already benn effected would, at the
least, raisc constitutional questions of duc process, I believe that
the statutory amendment should be given a specific effectlive date, and
that the lcgiglatlon should make clear that rizhts under any grani ter-

ninated before that date are not affceted,
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ADDEND ]

Proposed alternative inguapge for amendnents to the "derivalive works
czception” in Voth sections 203 and 304

(Notet the introductory language and clause numbers
would differ in the two sections, butthe
basic provisions would be identical)

In all cases the reversion of rights is subject to thefollowing
1imitntionst

(1) When a derivative work, hesed on the copyrighted work
covered by the terminated grant, was prepared before the termination
under lawful authority of ihe grantor or grantee, the purson entifed
to utilize the derivative work immediately before the effeccive date
of termination shall, thercafter, have the privilege of mntinuing
such utilization under the following conditionss

(1) Subject to the provisions of paragraphs (i) and
(111) of this clause, the continued utilization shall conform
to ithe terms and conditions of the instrument under which
the derivative work was prepared;

(11) Notwithstanding any provisions of the instrument
under which the derivative work was prepared, specifying
the' recipient of royalties, shares or profits, or other
moneys payable under such instrument, any such royalties,
shares, or noneys shall be paid directly to, and shall be
the sole property of, the person or persons in vonm the
reverted rights in the copyrighted work are vested pur-
suant to clause of this subsection} and

{111) this privilege does not extend to the prepara-
tion after the termination of oth~r derivative works
based upon the copyrighted worl covered by the termin”.ed grant.

Froposed_section on effeetive date

SEC. . This Act shall come into effect on .
and shall have no effect on the right to receive royalties, share:
of profits; or other noneys under any grant terminated before that
date,
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Senator SpecTER. Ms. Ringer, thank you very much for your tes-
timony. I would like i;ou to stay at the table, and let us now hear
from the panel which we have scheduled next, and I will defer
questions until we have heard from the panel and have some op-
posing points of view.

I would like to now call Mr. Irwin Karp, counsel for the Authors
League of America; Mr. George David Weiss, president of the Song-
writers Guild of America; and Mr. Dean Kay, executive vice presi-
dent and general manager of Welk Music Group. Mr. Kay is going
to be accompanied by Michael Oberman, from the firm of Kramer,
Levin, Nessen, Kamin & Frankel in New York, which successfully
presented the Mills Music case.

Let us reverse the order of the panel, since we have already
heard two witn~sses testifying in favor of this legislation, and let
us turn first of all to you, Mr. Kay, if we may, to get un opposing
point of view,
taié:ilso, Mr. Oberman is welcome to pull up a chair and sit at the

e.
My compliments to you, Mr. Oberman, on your victory.
Mr. OBerMAN. Thank you.

STATEMENT OF A PANEL, INCLUDING DEAN KAY, EXECUTIVE
VICE PRESIDENT AND GENERAL MANAGER, WELK MUSIC
GROUP, SANTA MONICA, CA, ACCOMPANIED BY MICHAEL 8.
OBERMAN, COUNSEL, OF KRAMER, LEVIN, NESSEN, KAMIN &
FRANKEL, NEW YORK, NY; IRWIN KARP, COUNSEL, THE AU-
THORS LEAGUE OF AMERICA, INC, NEW YORK, NY; AND
GEORGE DAVID WEISS, PRESIDENT, SONGWRITERS GUILD OF
AMERICA, NEW YORK, NY

Mr. Kay. Thank you, Mr. Chairman.

I appreciate the opportunity to speak here today. My name is
Dean Kay, and I am the executive vice president and general man-
ager of the Welk Music Groux, a music publishing company head-
quartered in Santa Monica, CA.

I am also a songwriter. My best known work is “That’s Life,” a
so% made popular by Frank Sinatra.

e Welk Music Group is probably among the 10 largest music
publishing companies in the United States. As the head of the firm,
I am in a unique position, I believe, of being a songwriter who truly
understands the innermost day-to-day operations of a music pub-
lishing company. And as a consequence, I believe I can fairly de-
scribe il:» creative partnership between publishers and songwrit-
ers.

tg gave submitted a written statement, and as you have
stated——

Senator SpecTER. All written statements will be made a part of
the record, and we would appreciate your summaries within the 5
minutes.

Mr. Kay. Thank you, Mr. Chairman.

When I wrote “That’s Life,” the sonz did not go directly from my
lead sheet to public acceptance. I was entirely unknown at the
time, but I was lucky to have had a publisher who believed in my
song, kept it in mind and carried it around until it ultimately was
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brought to the attention of Frank Sinatra. From the time that Mr.
Sinatra recorded “That's Life,” I became established as a successful
songwriter and as a result have been able to build a career in the
music industry.

That, in a nutshell, is what music publishers do. They promote
songs and help songwriters. What my publisher did for me, the
Welk Music Group and many' other music publishers have done for
a host of others, Songs do not automaticalry come to the attention
of those who record, produce, and use music. There are hundreds of
thousands of songs out there, all competing for the attention of art-
ists, producers, and the public. The publisher’s job is to maximize
the value of the songs in his catalog, to get as many uses as often
as is possible—in recordings, advertising campaigns, movies, televi-
sion shows, and concerts. The job requires a substantial investment
in time, effort, and money. It also requires a willingness to take
risks with unknown songs and unknown songwriters, as well as a
recognition that most songs do not become hits or standards.

Let me give you some examples of what we do as music publish-
ers. We nurture talent. We presently have under contract 50 song-
writers. We give taany of them cash advances. We manage their ca-
reers. We advise them of commercial opportunities, provide them
with places to write, and provide them with modern recording stu-
dios to work in.

We promote our songs every day. I have a dozen people on the
street who do nothing but promote--not only the new songs, but
the catalog material as well. We have submitted, as an example for
your review, a publication that we call “Ideas.” It presents our
catalog in several different ways, each one designed to appeal to a
different need of potential music users.

We maintain close relationships with artists and dproducers and
users so that we can bring to a song the attention it deserves.

We even computerized our entire catalog, which currently is at
about 30,000 songs, so that we can present those eongs to producers
ir}xl any number of ways, according to any characteristics they might
choose.

We ¢. pecial promotions, as well. I think a good example is the
promotiv that we have carried on for this entire year, to celebrate
‘he centennial of the birth of Jerome Kern. Our investment in this
promotion has been to date about $150,000. It has resulted in 11
newly recorded albums featuring Kern’s work and the rerelease of
7 others, accounting for 291 releases of Jerome Kern’s titles durin
this year alone. Our promotion has also inspired a hit music
which is on its way to Broadway. It has also inspired the use of
Kern’s music on radio and television, worldwide, and new print
uses.

These kinds of activities are what keep the songwriting industry
active and profitable. Publishers are not passive middlemen who do
nothing but receive and count royalties. The publisher is the indus-
try's mover and shaker, one who sees to it that worthwhile songs
find as many uses as possible. I do not think it is unfair or unrea-
sonable to reward publishers for such activities. After all, you have
to promote a lot of songs to obtain even a small repertoire of stand-
ards that keep generating royalties over the years. It is the pub-
lishers’ share of these royalties that gives them the financial abili-
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ty and the incentives to encourage new talent and promote new
songs,

The songwriter and the publisher are partners in an enterprise
that has to be both creative and commercial if anybody is to bene-
fit. If the proposed bill becomes law, publishers would have less in-
centive and also less financial ability to promote songs. That surelv
would not be a good thing for songwriters, and it surely would ne
help those who recapture copyrights in songs, especially when the
songs approach termination,

Thaniz you very much.

[Submissions for the record follow:]
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PREPARED STATEMENT oF DEAN Kay

EXECUTIVE VICE PRESIDENT-GENFRAL MANACER,
WELK MUSIC GROUP

My name i Dean Kay. I am the Rxecutive Vice President~
General Manager of welk Music Group, a music publishing company
headquartered in Santa Monlica, California. I am also a nong-
writer. My best known work is probably the song "That's Life,"

popularized by Frank Sinatra.

Recause T am both a music publisher and a composer, I do
not approach the lssue at hand as a question of "us versus them"
or of who are the good guys and who are the bad. I am Intimately
aware of the contributions of both the songwriter and the pub~
lisher in the arduous process Of creating and exploiting a
commercially successful song. I therefore believe that the
proper approach in commenting on the bill is to focus on the
historic and on~going partnership between songwriters and music
publishers. I entirely disagree with and reject the notion that
music publishers are mere "middlemen” who passively reap the

rewards of songwriters' creativity.

The partnecship between songwriters and music publishers
has continuously resulted in the creation and dissemination of a
grand catalogue of musical compositions for the enjoyment of the
public and to the mutual betterment of songwriters and publishers
alike, The success of the partnership requires the activity of
both the writer and the publisher, activity that was depicted at
great length in the hear!néé leading to passage of the Copyright
Act of 1976, including its derivative works exception. District
Judge Edward Weinfeld and a majority of the Supreme Court in the

Mills Music case acknowledged that historic partnership, and it

should be recognized and protected in any consideration of an

amendment to the derivative works exception,

Although the publisher's role has been presented to
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Congresa by various witneasen i{n the paat, I want to reiterate
and amplify on thone presentations because attempts have beon
madoe to obncure the true natura of this role through the use of a

label. In the Milla Music came, the songwriter's heiro ~- not

the songwriter himgelf -~ tried to hang on music publishers the
pejorative term *"middlemen” and to suggest that publinhers are
nothing more *han pasaive recipients of undeserved royalties.
his attempt %o litigate through labels wap rebuffed, as should
be any eimilar attempt to seek legislative amendment through

inapt labels or misleading characterizatiuns.

It ia casy, though seldom fair, to attach labels to
people when attempting to minimize what they actually do. Stock
traders can be termed middlemen between purchasers and sellers,
but without these market makers few shares would change hands.
Merchants can be termed middlemen between manufacturers and
congumers, but {f retail promotional efforts were eliminated, few
goods would leave the factory. 1In earh {llustration, a look
behind the label reveals the important role played by one who
searches out a product, promotes it and makes cartain that it

reaches the public.

The Crucial Role Of Music Publishers

In the entertainment industry, as in every commercial
environment, a performance or a product has many contributors.
You cannot have a successful motion picture without a screenplay,
but the screenwriter cannot do it alone. On the creative side,
there are also the director, the designer, the cinematographer,
the technicians and, of course, the performers. On the financial
side, there are the producers, the distributors and the invest-
ors. It is only the blending of creators, risk-takers and

promoters that permits success.

It is the same in the music industry. You cannot have a

song without a composer, but you rarely have a performance or a
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recording without a munic publisher. When 1? wrote “That'sa I,ife,”
the rong did nov go drectly from my lead nheot to wide public
acceptance, any more than any other song becomen a hit juat
because a gongwriter haa thought up a clever lyric or a catchy
tune. lhetvecn composition and aucceun comen promotion, the
publisher'a key role. Fyen before tne £ng {n written, the
publishar often playn the equally vital cole of nurturing

creative talent,

Perhaps the clear :wt indication of the continulng vital-
iy of *ne publishers’ role is that scnqwiiters still enter into
agreemunts with publiohers. 1Indeed, songwriters literally line
up at our door, seeking our assistance. This is not surprising

once one understands what music publishers actually do.

Our role begins even before the first bar of a song has
been conceived. My ccmpany, for example, now has pome fifty
songwriters under contract. We manage their careers. We provide
them with cash advances to permit them to write. We maintain and
make available to them modern sound studios -~ including multi~
track recording equipment and state-of-the-art synthesizers --
where they can experiment and create. (We are currently con~
structing a new twenty-four track recording faclility in
Nashville.) By keening in touch with what is happening in the
industry, we try to steer the composers toward compositions that

will be commercially successful.

When a work has been created, the publisher begins to
promote {t. Welk currently maintains offices in Hollywood, Nash-
ville, New York and London from which to promote our songs. Some
dozen of our employees work full time in promotional efforts. We
teqularly produce demonstration recordings and, at times,
professionally recorded albums to get our songs before the
public. We also prepare what are known in the trade as “pitch

sheets.” A pltch sheet contains {nformation on currently popular
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munical attints, on the kinda of material each artist prefers, on
what produccra the artist works with, and on what muusical
preferunces those varioua producers might have., Our employeen
ate regularly In touch with producern asn woll an "a & r" (artint
and repertojre) reprenentativen of tecord companies., Over time,
woe have doveioped -~ and we work hard to pronerve =- harmonious
rolations with record, motion picture, telovinion and commercial

producern and with recording artiata,

The publisher'o promotional activities continue after a
song has first been recotded. While a record company might seek
to promote only {ts version of a song, a publisher strives to
exploit all veralons of the song itself throughout ita copyright
term, For example, through the efforts of Mills Muaic, there
were 419 recording licenses issued for "Who's Sorry Now" during

the twenty-eight year renewal term,

Welk Music Group now utilizes a comprehensive computer
library which can cross-reference a myriad of details of any of
our more than 30,000 songs, Through the computer, we can sort
out an¢ list songs to meet jurticular needs for stage, 2creen,
recording, advertising or any other use. And we do {t all the
time. Just recently, our Italian representative received an
indication of Interest In a country-western album. Though it
took us by surprise that Italy might have a market for such a
collection, our computer enabled us to provide a list of

selections overnight.

In addition, Welk regularly publishes listings of our
songs arranged under various headings, such as time periods.
This is designed to enable someone like a film or television
producer to pick, for example, period songs to match the setting
of an upcoming production or to draw from our catalogue songs to

meet any other defined need.

As some measure of the success of our ongoing promot-
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fonal activities, 1 pnote that, earlier this ysear, elyhteen of the
one hundred songa on Biitlboard's country musle chart == ineluding
aix of the top ten == wute pu’llshed by Welk. That is no colnefs

dence, It i8 prosf of the misilc publisher at work.,

Puhlishern also cngage In npeocial promations. At Welk,
we have recently apant some $°%4,000 to promote the worka of
Jerome Kern worldwide In connectlion with the centennial cele~
bration of his birth. oOur promotional activities included the
compilation of 1 flve-volume set of Kern recordings for broadcast
use only. Our efforts prompted the {ssuance of a Kern comremo-
rative atamp as well as the declaration by President Peayan of
"Jerome Ker Day.” This extennive promational offort hau been
extromely successful. It has stimulated the release of elghteen
albums totally devoted to the worke of Kern; eleven of them cun-
sisted of brind-new recordings. Our efforts also {noplrecd a 't
musical in London, "Kern Goes to Hollywood,"™ which ig expectad to

come to Broadway early next year.

Mills Music {s in the process of a similar form of prc-
motional activity. It has compiled a colléc‘!c. of cune hundred
of the top hits from its catalogue, and is disiributing so~~
5,000 copies of the r>llection to film compari+s, productis
panies, performing artists, managers, advertising agencles, «:
companies and every other potential group of musical dertision-
makers. (This collection. by the way, includes "who's Sorry
Now," the song in the Millsg Music lawsuit.)}) Mills's purpose {is
to place these songs before thcse whe will be selecting music for
advertising campaigns, films, television shows, night club acts,
and other vehicles. Mills's "top~hundred”™ sampler is typical of
the on-going promotional activitles that music publishers,

including Welk: routinely undertake.

Recently, Mills collaborated with two other publishers,

Robins Music and Tempo Music, to create the successful Broadway
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gonga by Duke Ellington and wupurted new intereat in that yreat
music. M{lla {a now planning to atage an off-Rroadway procuction
of the mualo of Mitchell Pariah, the lyriciet of such sonys aa
"fitarduat," “Stairway to the ftara," and "Deep Purple.” 1In a
nimilar vein, Walk haa created and die':ihutad around the natlon
a radio program that ahowcaaes the woire «f poh MeDill, one .f

our composers, who thia year wau NMI's top country songwriter.

Songwritete covld, of course, attempt on their own to
have theit works performed and recorded, but they would have to
devoto time to those activities that could oticiwlse be spent
creating thelr worka. A few do this. But the vast majority of
»ongs8 that win public ceptance emerge from the collaborative
efforce of songwriters and music publishers, with the writer
supplying melody and/or lyrics and the publisher supplying the
financial backing, crestive development, promotion and salee-
manship. If publishere must be called "middlemen,” we ghould at
least be given credit for truly being in the middle (that is, at
the center) of the proceas -- giving aid and direction at the
creative stage, arranging for uses of works once they are com-

posed, and providing financing throughout.

While the focus these days | “ten o records snd
tapes, music publishers also make im, ~ contributions {n the
areas of print and educational materials . e publisher facil-

itates dissemination of orchestral arrangements, band arrange-
ments, choral arrangements arnd follos. These have a special
place in the music industry., and provide composers with an extra

source of royalties.

The mu ‘0lisher's importance was confirmed by repre~
sentatives of t.. songwriters themselves in testimony hefore
Congress prior to ena.“ment of the 1976 Act. Burton I.ane, pre-

sldent of the American Guild of Authora and Composers, explained
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that “mout werlters capnat take the time to exploit the sangs they
wiite, Rvery moment {s preclous ta them in order to create,®

For that raason, composera have agreed to ehare royalties with
puhliahers “whose Job 1t 1a to publish and ewplolit the songs we

write, 1t |a a partnerahip arrangement which haw worked vary

Mell through the years,® Copyright Law Hevisloniy Hearlngsa on 8,
997 Lefote the Buhcomm, on Patentn, Trademarka and Copyrlghts of
the fienate Cun. on the Juliclary, 90th Cong., lut Bensa, RAD

(1967) (emphasis added).

The celehrated composer Marvin Hamliach, (n hia testi-
mony hefore Congrese, also atressed the contributlion of ths musie

publishera, lle atated:

1 tee]l that the arqument {s not with the
publiaher because when I +ent {nto New York
laat xoor to compnge the music for "A Chorua
Line. 1 did it ‘ith a new writer by the name
of EJ Kleban. He {8 not a proven wrlter
yet. He has been subsidized for the last few
years, been given money by a publishing
company to actually be able to live and to be
alloved to write.

I think that for every inatance where a
publisher, say, is a parson who does not help,
I think that there are a vast amount of people
who can tell you that there are people getting
pald without yet, you know, giving material,
juet by having faith in an individual, and,
obviously, £d Kleban now has proved that he s
good, and the publisher now has proved that it
was worth the investment.

1 just want to make sure that you under-
stand that the plight of the conposer ia not

up againet the publisher because we have had
great success with dealings with publishers.

Copyright Law Revision: Hearings on H.R. 2223 Belfore the
Subcomm. on Courts, Civil Liberties and Admin. of Justice of the

House Comm. of the Judiciary, 94th Cong., lat Sess. 1653 (191%5).

Let me add one further illustraticn close to home. My
own success as a songwriter and as a music publisher is due to
the efforts made on my behalf by Four Star Music, my music

publisher when I was entirely unknown. My publisher believed in
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a song I had written, kept it in mind and carried it around,
looking for just the right opportunity. Through his persistence,
the song came to the attention of Frank Sinatra. From the time
Frank recorded "That's Life," I became established as a succras-
ful songwriter and was able to build a career in the music
industry. What Four Star Music d4id for me Welk Music ~ and many

other music publishers -- have done for a host of others.

The Shared Royalities

Some have suggested that Judge Weinfeld and the Supreme
Court -- despite careful parsings of the language of the deriva-
tive works exception and painstaking analyses of the lengthy
legislative history ~- somehow misread in Mills Music what had
been intended by Congvess in that exception. The bills now
introduced in the Senate and House of Representatives jllustrate
that had Congress actually intended a different result, it could
have fashioned in brief compass the words required to carry out
that intention. In the end, though, the issue now before Con-
gress {s not really whether the courts were right or wrong in
interpreting the Act or in finding what Congress once intended.
It is the issue of whether anythi::. should now be done to rewrite
the law. In my view, the law as it now exists allows a fair
shazing of rewards among those who share in the creation of

successful songs.

Under the present copyright law, a music publisher
continues to share the benefits from utilization of pre-term-
ination derivative works created under licenses the publisher
issued prior to termination, provided, of course, that its
arrangement with the composer included a sharing of royalties.
The derivative works exception states that such sharing of
royalties from works licensed by the publisher prior to the
effective date of termination continues when these works are

utilized after termination. It is neither uvnfair nor
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inappropriste to allow a publisher to enjoy the fruits of his
contribution -~ a portion of the royalties arising from sound
recordings licensed during the time the publisher owned the

copyright and promoted the song.

On termination, on the other hand, the composer regains
full control of, as well as the entire stream ot revenues from,
all new uses of the song. The music publ.sher receives no
benefit at all from any new post~termination uses of the song,
even if these new uses are the result of past promotional
activities on the part of the music publisher or past efforts by
the music publisher to support and nurture the songwriter. Thus,
if a Linda Ronstad: or a Joan Morris —- two popular performers
who have been reaching into the repertory of standard hits --
were to record "who's Sorry Now" in a new collection of
standards, Ted Snyder's heirs would collect their full share of
mechanical royalties, and Mills Music would get no portion of

this share.

Present law recognizes and encourages the collaborative
efforts between composer and publisher. By permitting the music -
publisher to enjoy all rights under a grant for recordings it
licensed prior to an effective date of termination, the law
motivates the publisher to continue to promote the work
throughout the entire period of the grant. Bear in mind that the
publisher's share of the royalties is what enables the publisher
to finance the extensive promotional activities I have been
describina and to nur - creative talent. If publishers were to
be cut off from ¢ .hare in pre~termination derivative works,
they would have less incentive to promote works as termination
approached. The result might wel7 he to brea%. the momentum of
promotional activities and lessen the value of -he wor! reclaimed

by a composer or his hz2irs upon termination.

Left unchanged, present law does not undermine : ny

[nf]
{
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intended congressional policy. The Supreme Court specifically
found that Congress intended in the "termination provisions to
produce an accommodation and a balancing among various

interests.” ™Mills Music Inc., v. Snyder, 165 8, Ct. 638, 650 n.41

(1985). In this accommodation, an authci regains the right to
exploit his work and to receive all compensation from this new
exploitation, but the author does ndt gain new or enhanced
compensation from pre-termination derivative works. This is the
case even if, for example, an author's grant gave up the screen
rights to his book for a modest one-time payment and the book
later became the box office blockbuster of all time; under the
termination provisions, the author gains no benefit. In Mills
Husic, the composer continued %o receive at least fifty percent
of all royalties derived from pre-termination sound recordings
and gained entirely whatever income can be derived through the
creation of new derivative works or other future uses of his
song. Thus, the law currcntly leaves in place and gives effect
to agreements governing pre-termination derivative works, but

gives all future benefits for new uses to the authors.

The arrangement seen in Mjlls Music -~ which a host of
witnesses confirmed to Congress tc %e the standard within the
music industry -- provides for a fifty/fifty sharing of
mechanical royalties between composer and publisher. (These
days, sume songwriters receive an even higher percentage of the
royalties.) This is hardly the type of "unremunerative” grant
Congress was particularly addressing when it created the
termination right =- guch as a grant that releases all of a
writer's interest in a work in exchange for a modest and one-time
lump sum payment. 1In fact, lump sum transfers are virtually

unheard of in the music industry.

It is therefore not a "windfall™ if, at the polint the
composer regains ownership in the copyright, the publisher

continues to receive fifty percent of the royalties !.. ‘fforts
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havy helped to generate, continuing this ghared arrangement
through the balance of the nineteen-year extension term. In
effuct, the publisher and the writar continue to share in what
the publinher was responsible for promoting in the past and the
writer, upon terminat.on, recaptures all future use and
exploitation value witiiout any right by the publisher to ghare in

the new uses.

In the realities of the music business, composers have
much greater protection, and much greater bargaining power vis-a-
vis publishers, than may first appear. It is as misleading to
present songwriters as impecunious creaters st the mercy of
publishers as it is to label publishers as "middlemen."” The
exigtence of a fifty/fifty standard reflects the historic
partnership between composers and publishers, and the greater

than fifty percent share that some composer: receive today

reflects the ability to bargain above the standard.

Moreover, the ability of composer and publisher to
negotiate a transaction favorable to the publisher ic
significantly limited by the termination provisions of the
Copyright Act, for there is an inalienable right of termination
that the statute preserves for the composer and his heirs. wWhat
is more, under current law composers can, on a going forward
basis, seek agreements with publishers providing that in the
event of termination, 100% of the royalties from pre-termination
derivative works will go to the composer. Thus, a composer and a
publicher can decide by contract whether the composer will take
away the publisher's share of royalties on termination. In view
of the contribution made by publishers, there is no sound batis
for legislatively writing such a provision into every agreement
to license a work to a music publisher, and thereby extinguishing

the ability of the parties to address the issue as they see fit.

What is now being proposed is that, despite the
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accommodation and balancing of {ntere s reflected in current
law, an author or compomer sh.n:'® ' over "uony tight to
royalties” derived from the 1 + Y1 . of a pre-iermination
derivative work. Because of th. - :storic relationship between
songwriters and music publishers described ahnve and hecaune of
the close involvement of music publishers in the creation of many
successful songs, I gsubmit there Is no reason to reconstruct the

balance previously struck by congress.

To depart from the contractual axrangemeuts governing pre-
termination derivative worke might create uncerta‘ntlins in place
of now clearly settled law. Multi-party situations are by no
means limited to the music industry, and these airangements are
alnest certainly implicated by any change in the law. For
example, a motion picture deal frequently includes contracts
between and among an author of a book, & book publisher, the
producer and one or more distributors, in which a copyright might
be assigned and royalties allocated to meet a variety of tax and
financing considerations and to recognize the respective
contributions of each party to the ultimate creaticen of the motion
picture as a derivative work from the book. The law now leaves
intact, after termination, contractual arrangements governing
sucii pre~termination works, and the respective parties continue
to share in the proceeds generated from their joint creation,

consistent with their bargain.

I conclude where I began. I believe composers and
publishers have a shared interest and purpose. We work together
to create music that the public hears and enjoys. Congress, in
the 1976 Act, struck a series of bargains and compromises that
rc”_zcted and preserved the values of our mutual cooperative
endeavors. The Supreme Court in Mills Music affirmed this
accommodation of interests. The balance struck in 1676 and

reaffirmed this year should not be undone.
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THE WELK MUSIC GROUP

1,799 OCEAMN AVEHUL SUITE 8O0, SAHITA MORICA. CALFORMIA DOA01 (2 13) 451 5720 7/870 1607 IEX 8101
Doan Kay

Varr ol e v 0 bt
ot e

Decembuer 10, 1985

The Honorable Arlen Spector
United States Schate
Washington, p, C, 20510

Re: 5.1384
Dear Senator Specter:

Following my appearance at the hearing of November 20, 1985, I
forwarded to other music publishcers the statements submitted by
me and all of the other witnesses,

I have now received, in response, letters that concur in my
presentation.

In several instances, the letters also provide further illustra-
tion of the role of the music publisher and additional reasons why
the derivative works exception should not be amended.

I am erclosing copies of letters received from:
varner Bros. Musics

Chappell/Intersong Music Group U.S.A,;

Famous Music Publishing Company;

The Lowrey Group of Music Publishing Companies;
Peer-Southern Orcanization;

septemb usic Corp.:

Shapiro Berbﬁtein & Co., Inc.:

Jobete Music/ Co., Inc.;

<tBS Songs, nc., and

’ Acuff- Rose | ongs

pectfully rfquest /Ahat my letter and these responses be made
of the heafing record.

18 HARMS COMPANY 2. 1. »VOGUE MUSIC .+ «B1BO MUSIC PUBLISHERS « - +HALL-CLEMENT PUBLICATIONS « ¢« SOMEBOOY'S MUSIC
JACK AND Bitt MUSIC COMPANY ». »HARRY VON TILZER MUSIC PUBLISHING COMPANY -+ » «CHAMFA™* ¢ MUSICCORP + »
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‘B
WARNER BROS,
MUSIC

9000 Sunsal Bloulevard
Chuok Kays Penthouss
Chaitman of the Botrd Los Angeles, California 90009
Telex. (910) 400-2500
213-273-332)

VIA MESSENGER

December 3, 1985

Mr. Dean Kay

The Welk Music Group

1299 Ocean Avenue (Suite 800)
Ssanta Monica, CA 90401

Re: §.1384

Dear Dean:

Thanks for sending me a vop. Of your statement to the
Subcommittee on Patents, Copyri: t8 and Trademarks of the
Senate Judicliary Committee (as weil as the other statements and
submissions pro and con, 1including those of wuvarbara Ringer.
RAalph Oman, Richard Colby, Irwin Karp. and others).

believe that the U, S, Supreme
1 and that this result

We at Warner Bros. Musi
Court decided Mills Music
should not now be overturned lg

o

A Wamet Communicsiions Company

=3
A
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ouhiip st 3 chappell/intersong &

kot Muse i ATSAG

oy UAG 1 430 a0 music group—usa

Bty Ve o D

IHWINZ ROBINSON
Presidant

Dacember 2, 1985

Mr. Dean Kay

The Welk Music Group

1299 Ocean Avenue, Suite 600
Santa Monica, California 90401

Dear Dean:

I have read the statement of your position which you
precsented on behalf of music publishers at the November 20th
hearing of the Sehate Judiciary Committee Subcommittee on
copyrights chaired by Senator Arlen Specter (R-PA) relating
to S. 1384, the bill to legislatively reverse the Unitod
States Supreme Court in the Mills Music case.

I think the statement covers all of the important
aspects of our role as music publishers and I was particularly
interested in the fact that the two writers you quoted,
Burton Lane and Marvin Hamlisch, have both had long-term
agreements with Chappell.

There is absolutely no question in my mind that welk
Music’'s activities as well as thoce of many other publishers,
including ourselves, have made it vpossible for songwriters
to hone their skills and reach varying degrees of success
in our business,

I heartily support tne position you presented at the

hearing.
hest regards,
- N,
RIS
1ZR/mas

810 Seventh Avenue  New York NY 10019  (2i2)399-6920 (TELEX421749)

ERIC
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ECrivnges.
Famous Muslc Publishing Companles “*- 1985

SIONLY HEAMAN AL g
Fon A Vi Pt et s
e O R A Ut b e e

December 2, 1985

Mr. Dean Kay

The Welk Music Group

1299 Ocean Avenuus, Suite 80U
Santa Monica, CA 90401

Dear Dean:
We aupport the position you presented on behalf of music
publishera at the November 20, 1985 hearing of the Senate
Judiciary Committce Subcommittee on copyrighta charied by
Senator Arlen Specter (R-PA) relating to §.1384-the Bill
to legislatively reverse the U.S, Supreme Court's opinion
in the Mills Music Case.
Kindest regards.
Sincerely,
Al
L

Sldnéy Herman

SH:mm

“~ 1 Gult + Western Plaza New York, New York 10023/212-333- 3433 Cable £ amusic

"
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The
Lowery
Group

of Muske Publishlng
Comparles

Y01 Clalmant Rod, N €.
(st Cantyry Canter)
Allgtla, Unergls 20329

QN0

1
Ir
Lowery Mutic Company, Inc.

LowTwl, Ing.
Low 8, Ing.

Iocembyg 4y TS

M wan Ky

P o Lk Biesre atowg
L G Avegae
NI ]

Santd Moplet, b C 0l

et leam

L osuppont whaluoartodly the penition you presopted ab the Seaate guirecagy
subvommltlen Baeing chalrad by Sonator Spocter,

The pabil isher and compouey Crudy as0 onsyoldy patlierds A you aln aware,

wy aro publdudure of womr af Lhe biy sange to come uut of the Jouth I
Nover PicniSad You A fogo Carden," "Stormy," "Tracey " *Gamen oople lay,”
ote, Funewals Jave comy up ondy o o songa Dn oty youny cataluguer *Youy
Low" and "Do-iwp-A-lula . Tha pencwal un *Young love," which wax Number |
all over the wrld , were 1eadlly avgignod ta ug by the weitots who are atll
Living. On desdop-a-Lula, whizh alvo was a wotldwide hlt, v had to deal
w{th tinir hairs who were not fami)lar with all the work we had o oa
publisiwr {0 populagisli  tha sony And that v were soluly rexponaible fur
the Weiter and father ha 1y a rocotding contrat at Capitol upder the mame
of Geng yincent and The « ..o Caps, The lving writer, BIl) Dayls, teadily
auslyne; the renowal to g, while St took many ponths dualing withs aubilasices
chaal g Jawyots knuwing tho ronewas wag dio who had proyed on th youny-tard
Ay hriry, Ono vad sutting up a Publishing Comany, which ho was halt v
of to publish the aongs We finadly resolved It, but with mch concern

a}] of us who worked 50 hatd (0 mike the sony the success ft has becn. We
would truly have boon upsot IF wa thought the tewards for all tho work wy
had done i ¢he flafd of motion plctures, television, othes recordings, etc.,
would ba tho property of someons who, {n fact, had pothing lo do with the
dony.
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.'/N‘ Coor - Soulhern “ruuuuulmn
P ENECULIVE O3 LICE

December 3, 198)

Me. Dean Kay

The Welk Music Group
1299 Ocean Avenue
Suite /800

Santa Monlca, CA 90401

Dear Deant

Thank you for a copy of your statement at the hearing of the Senate
Judiciary Committee Subcommitter on copyrights relating to S 1384 - the
bitl which would reverse the Supreme Court's decision in the Mills Music
Case.

The statements you made are fair and just. We are in complete
agreement.

With kindest regards,

W e Pasy

Ralph Peer, 1l
President

RP/ps

6777 Hollywood Bivd. ® Los Anxeles, CA 90028 » (213) 469-1647 © Cuble: SOUTHAUNIC o TR 910 3214098
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Cable. MILLATAN

e(ﬂ/l lentber Alwsce Co .

IGOWEAT HIID ETHERY - NIW YOHK NY. 10010

2Ly 11708

Decomber 2, 1999

Mr, Dean Kay

The Welk Munic Group
1299 Ocean Avenuo
Suite 8OO

Santa Manica, CA 904ul

Dear Deant
We heartily agree with the position you presented on behalf of
music publishers at the ‘ovember 20, 19AS5 hearing of the Senate
Judiciary Committee Subccmmittee on copyrighta chaired by Senator
Arlen Specter (R-PA) relating to S.1384 - the Bill to legislative~
ly reverse the U,S. Supreme Court's opinion in the Mills Music
Caso.
Sincerely,

’ /’1 -,' g
"’7?.". (L'( A’«L/‘l)
STANLEY MILLS

SM:mp

81
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SHAPIRO, BEFRNSTEIN & CO
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Py lanl Yey

The Welk M ale g, aip
1999 (uean Avtage
Lulle 800

vanta manded, CA 40401

Ves Lentop .‘Qﬂ.'t\,;‘u [LIPHS
2.1

Loar Dean,

1 read your statment ca § 1364 with great intereat, ant cxyratylate
you for your luzi' and hoaest vresenration of the fiii

becAuse T have Leent on the front lines of the mua{c buaineus all my
wiult 11fs, 1 foel var: | volved with this lasue, Durlng the 19608 1
partiojpated in the oo .. ex task of ocopyright revislon, and as an
active wbilsher playe' 4 role in dlacussions that lead to meveral
najor camyromiseg necess..ry to get copytight reviaion accomplished,

It is still clear in my mind that a corpromise was struck whoreby
publishers would shate in the 19 yesr extended term on derivative
tights, Once that compromise was struck, the matter of duration waa
all settled, Thete was ro reason for further debate, and that's why
the legislative proceedings contain so little on this vital issue,

This company has been {n the hands of the same family since 1913 when
we vere founded, Oonsidering what we have contributed and createu
ovel the years, ! can only expteas &nazement at Anyone who would
describe us as “middlemen,® looked st very simly, a writer crested a
song 36 years aqo. Wa became a partper and worke) on that mong for 56
years (or 28 ywars if the partnefahip began during the renewal temm).
No matter how much one glorifies the sonsciter, no matter how
syrpathet ic one may be toward the person who wotks only with his mind,
I think that the writers are being greedy in Asserting that it is
right to stop this partnership on all work that has been done in the
past, and that they are to gut all of the roney during the 19 year
extended tem. It is equitable to continue to share tha fruits of
that partnership between the publisher and the vriter, That iz tw
compromise that wvas made. The writer still gets reversjona,. They own
the copyright for the next 19 {uu. and whatever they Create they
keep, In addition, they inherit the momentum of the song that wag
built uyp through the publisher'a efforts,

Ralph Oman, register of copyrights, points out in his statoment
that there is a constitutional issue about the proposed bill,
Well, after the Supreme Court decision, I have more than *reasonable
expectation® to be paid on derivative works (which incone my company
shares with the writers).

O
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SHAPIRO, BERNSTEIN & .. INC.

It is a brilliant accomplishment to write a hit song. As you and I
both know, it is also a brilliant accomplishment to be the publisher
of a hit song. It was our taste /hat discovered the song, that got it
rolling to begin with. It i8 our brains and creativity that got all
those records, printed all that music, got the song performed in films
and on television in commercials, etc, etc, whicn kept it alive. It
18 nost difficult for me to accept the arquovent that we are not
entitled to share in what we have also created. Our creativity is
symbiotic with the writers' creativity. Without them we would have
nothings without us they would have nothing.

By asserting that publishers should drop out conpletely during the
extended term, in effect you take away the publisher's incentive to
work on a song he is going to lose, say in five years, A publisher
might as well spend his mney on pomething brand new or with many
years to run on the copyright. That kind of negative incentive scems
to be a ytrange way to help writers.

Sincerelys”
5
Lecn Brettler
Executive Vice President

LB/ceb

83
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S+ v 1985

B@E@ MUSIE GOMPANY, Inc.

LESTER SILL
i'reside ¢

December 9, 1985

Mr. Dean Kay

Executive Vice President
General Manager

THE WELK MUSIC GROUP
1299 Ocean Avenue

Suite 800
- Santa Monica, CA 90401

Dear Dean:

We support the position you presented on behalf of music
publishers at the November 20, 1985 hearing of the Senate
Judiciary Committee Subcommittee on copyrighis chaired

by Senator Arlen Specter (R-PA) relating to %5.1384-the
Bill to legislatively reverse the U.S. Supreme Court's
opinion in the Mills Music Case.

Thank yqu very much for your efforts on behalf of this very
importagt cavse.

HOLLYWOOD: 6235 SUNSEY BOULEVARD., HOLLYWOOD. CALIFORNI. 90028 (213) 488-3643
NEW YORX: 187 W. 87TH STREET. SUITE 402, NEW YORK, NEW YORK 10019 (212} 381-7420
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CBS S@N GS
Apnl Music Inc

Blackwood Music Int

1801 Cantury Parx Wast

Cantury Cily, Cahlurmia 90067
1213) 5564780

Michaal Stewan
Prasident

NDecember 10, 1985

MR. DEAN KAY

THE WCLK MUSIC GROUP

1299 OCEAN AVENUE - SUITE 800
SANTA MONICA, CALIFORNIA 904n1

Dear Dean,

We support the pusition you presented on belic1f of music nublishers
at the November 20, 1985 hearing of the Senace Judicia. ommittee
Subcommittee on copyrights chaired by Sanator Arlen Specier (R-PA)
relating to S.1384-the Bill to legislatively reverse the U.S.
Supreme Court's opinion in the Mills Music Case.

Sircerely yours, -

HH

Michael Stewart

/1
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ACUFFROSE: December 10, 1985
! USIC
U
Mr. Dean Kay

Executive Vice Preaident
The Walk Muaic Group
1299 Ocean Avenue

Suite 800

Santa Monica, CA 90401

ke: Senate Bill 1384
De:r Dean:

Aan a vusic publisher with many years devoted to the
creation and dissemination of wusic. I have a clear
underatanding of and nzpreciation fur the important roles
played by each peraon involved in these activitiea,

1 have followed closely the recent efforta to reverae
with legislation the Supreme Court's decision in the Mills
Muaic case, and 1 am of the firm belief that such leglalation
1s 11l-adviaed.

You recently presented a cogent gtatement on behalf of
muaic publishers before the Senate Judiciary Coumittee
Subcommittee on copyrights which 18 considering S. 1384, and
we support your presentation and position.

The opportunities for creativitK and tha prospects for
reward to agl involved in making such creativity succeasful are
currently equitable and sound in the muaic field, Disrupting
the delicate balance which currently exists, we view as unwise
the ahortai%hted with potentially serious adverse implications
for the music business as a whole and each participant involved,

Reapectfully,

e
‘2111—7 /7/ 1 T

/healey H. Rose
President
WHR/nr

Acuti-Ross-Opryisnd Music, Inc.

2510 Frankiin Road, P.O. Box 40427, Nashwi'ip, TN 37204-0427, Telephone (615) 385-3031
Cable Acutiose Nas1LX-55-4366

Pudlishng Attiats of Opryland, USA

86
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THE WELK MUSIC GROUP

VY OLRAN A cHaE SUIE DD SARTA RS K 2 CTORNIA QAT (243) A%4.572 /8 10 1582 TEX 181914
Duan Kay

on Leans gt
e L g

Brecembe v 23, 1085

The llonorable Aclen g ec'er
United Staten genate
Washington, b.c., 20510

Res 5, 1384
Pear Senator Spectors

Subsequont to my letter to you of December 10, 1985 (copy
encloned), I have received comments from additional music
publishers, which concur with my presentation at the
November 20, 1985 hearings relating to the bill captioned
above.

I am enclosing copins of letters reccived from:

Almo Irving
Al Gallico Music Corporation
Theodore Presser Co.

TRO (7he, Kichmond organization)
I rpepectfully rfquest/that my letter and these responses
be /made part of fthe

Réspcct;fully y?ur A
TH sicEppur

T8 HARMS COMPANY '« +. «VOGUE MUSIC »+ +BIBO MUSICPUBLI 4ERS # A - HALL.CLEMENT PUBLICATIONS -«ts . - SOMEBODY § MUSIC
JACKAND BilL MUSIC COMPANY +. ». « HARRY VONILZER MUSIC PUBLISHING COMPANY » 2. - CHAMPAGNE MUSICCORP =

87
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e dre! December 16, 1985

Dean Kay .

Executive Vice President

The Welk Music Group

1299 Ocean AVenue -~ Ste. 800
Santa Monica, CA 90401

Dear Dean:

I understand that you testified before the subcommittee
on Patents, Copyrights and Trademarks of the Senate
Judiciary Committee on November 20th, 1985 on S. 1384.

I extend my thanks to you for taking the time to express
your point of view to members of the subcommittee.

I fully support the position you presented on behalf

of music publishers at the November 20th, 1985 hearing.

The proposed bill, S. 1384 would legislatively reverse

the U.S. Supreme Court's opinfon in te Mills Music Case.

I hope the members of the Senate Judiciary's Subcommittee

on copyrights (chaired by Senator Arlen Specter) were
receptive to your statement because it accurately reflects
the position of music publishers on the proposed legislation,

Thanks again for taking the initiative. You have rendered
a ve]ugble service to the music community.

- Sinc (e R
Lanke/Freed
LF/par

ERIC
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P
AL G aLLIco MUSIC CORPORATION MVERIY HULS CALIG 14wt
3 IR Y] g "t ] [T /.I'-u Hoslyyard
W ar Aol ],"‘(,;»:??:lf:gl('jl;(‘) New Yool Tty 1 (?\‘3)974‘.0\(,‘:

December 18, 1985

Mr. Dean Kay

Tho Welk Music Grows

1299 Occan Avenue (Sujite 800)
Saht Monica, Califoenia 90401

Re:  5.1384
Dea. Deand

Thanks for sending me a copy of your statement to
Subcommittee on Patents, Copyrights and Trademarks of
‘he Senate Judiciary Committee (as well as the other statcements
and submissions pro and con, including those of Barbara Ringer,
Ralph Oman, Richard Colby, Irwin Karp, and others).

B

We ot Al Gallico Mu=sic buelieve that the U,S5. Supreme
Court decided Mills Music correctly, and that this rosult
should not now be overturned legislatively,
sincergly, .
‘:’ ’ ,"(/4"“—'- JL—
nl Gallico
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L SECLiveort g
“eodord Teser(s,

1783.1945
TWO HUNDRED AND TWO YLARS OF MUSIC

[ — e e e e o vne e 25 s

December 10, 1084

United States Senntor Arlen Specter
3 Hart Bngldine
Waghington, DC 20510

Dear Senntor Specrer:

This letter {u to indicate my strong support for the position Dean
Kay presented at the November 20, 1985 hearing on S.1384 before the Senate
Judiciary Conmittee Subcommittee, 1 have read the varjous poaitions pre-
sented at that time and, based on my forty years' expericnce an o music
publasher o both Jerious and popular music, 1 concur completely with (he
statements made by Mr, Koy,

Thunk you for your consideration,
cerely,

wrnold Broida
President v

AB/sh s

T

e Presser Place, Bryn Mawr, Penrsuloeria 19010
(B 1Y RS WY
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) {Q The RICHMOND ORGANIZATION

10 Columbus Cirele, New Yorh, N.Y, 10019 /T¢1. 565-0589

Al Bmckmm anrral manegrt

December 11, 1985

Mr. Dean Kay

The Welk Music Group
1299 Ocean Avenue
Suite 800

Santa Monica, CA 9U401

Dear Deant

Thank you for the information kit on the progress being made with
respect to & decislon on “derivative rights".

1 am particularly lwmpressed with your couments at a Congressional
hearing becsuse 1 agree with you the "derivative right" is a right
to be retained by the publisher controlling the second term of
copyright--becauselfthe work "he wrought' during the years such
publisher controlféd the conposition and generated income for the
composer through promotion efforts, new recording activitices,
publication of various printed editions, etc, A lot of us should
be thankful for your efforts.

Sincerpely,

AB: es AL BRACKMAN
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Sonator Srrcerer. Thanlk you very much, Mr. Kay,

I would like to turn now to Mr. Irwin Karp, counsel to the Au-
thors Longue of America,

Mr. Alvin Doutsch is in the hearing room, as well. Mr. Deutsch,
we would be delighted to have you join the panel, if you are inter-
osted in doing o,

Mr. Dgurscn. Thank you, Mr. Chairman.

Sonator Srecter. Mr. Karp, please proceced.

STATEMENT OF IRWIN KARDP

Mr. Karp. Senator Specter, thank you very much for this oppor-
tunit{ to present the views of the Authors League, which is the na-
tional society of professional authors and dramatists.

I would like to submit a copy of my statement for the record, and
also I have attached to it two draft proposals, two 1-page drafts of
suggested changes in language.

The Authors League supports the bill. We think it is essential,
and we are grateful to you for introducing it, and to Representative
Berman for introducing his companion bill.

I do not think there would be any problem in working out lan-
guage changes. I think the important thing is the thrust of y.ur
bill and his bill.

Of the 18 judges who derided in Mills Music, T read the present
termination clause as me. .g exactly what your bill and Repre-
sentative Berman’s bill in .ifect say it meant. Unfortunately, five
of the six other judges were members of the Supreme Court, n~~es-
sitating an amendment to the copyright statute.

We, of course, ask that both bills amend sections 203 and 304,
and not be limited to section 304, because i1 the long run, section
304 will be much more important and will affect the rights of au-
thors for generations to come,

1 should note that the problems raised by the Mills Music deci-
gion 1 re not limited to songwriters. Many of our members are com-
posert for the stage and motion pictures and vre members of Mr.
Weiss’ organization as well, but authors of books and plays are also
very much affected, adversely, by the legislation.

I think it is clear that despite the Supreme Court’s reading of the
termination clause, which I think was narrow and totally wrong,
the real question is what Congress intended. And the record is
pretty clear that Congress intended that on termination, all rights
revert—as the clause says, all rights without exception revert to
the author or his or her heirs, and all that is left is a privilege—
not a right, but a privilege—=granted by the termination clause to
continue using a derivative work. That privilege is subject to cer-
tain conditions. The Supreme Court majority did not seem to un-
derstand that.

Another indication of congressional intent, aside from Ms. Ring:
er’s very convincing testimony of what she and the committec
meant when they drafted the bill, is the amendment which #as
made to thie termination clauses is at the request of the Authors
League. I describe it at page 4 of my statement. We asked that
Congress permit the t:rmination of nonexclusive as well as exclu-

9%
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sive licenses. The original deaft was Hmited to tho tormination of
exclusivo liconsen. Wo snid tho reason for that was that:

Wero publishers pormitted to continue enjoylng n nonoxelusive Heendo, they could
continue to sharo in the composers’ recording Tncomo after toriination.

Congress and the Copyright Office accopted that argument and
amended the section to include nonoxclusive licenses, and the Reg-
istor's report makes it cloar that the purpose was to cut off the
publishor’s opportunity to share in subsidiary rights royalties, in-
cluding recording royultios, after termination,

The publisher is indeed a middleman, rogardless of how little or
how much income or monoy hoe invests in promoting songs, 1 will
not take your time to discuss tho relative contributions, because it
is really irrelevant.

The termination clause clearly cuts off the righws of book pub-
lishers und many other users of copyrighted works, even though
they spend, in many cases, tar more than music publishers do, to
not only promote, but to produce and distribute copies of the work
of the author under the contract that has been terminated. It is to-
tally illogical to assume that Coniress would cut off the right of
the primary publisher, the publisher who is actually performing
the work of producing copies of the work, distributing them, an
selling them, cut off that right, but leave standing the right of the
same publisher in his role as a passive middleman to recejve royal-
ties from the work that other people produce, bused on the author's
derivative works.

I see the light is on——

Senator SPECTER. I took a little of your time earlier with an off-
stage whisper, so please proceed for another few minutes,

Mr. Kare. I would like to point out that the essenco of the termi-
nation clause, the very reason for it, is that there is unequal bar-
gaining power between authors and the users of their work.

One of the most unfair provisions that unequal bargaining power
imposes on authors in every media is the obligation to give the
publish=r a perpetual share of income derived from uses of the au-
thor’s ...k by third persons, such as a share of recording rights
income given to a2 music publisher, who does not make recordings,
does not promote recordings, does not sell recordings. They do this
bg' tying-in under their superior bargaining power the perpetual
sharing with the primary obligations they perform of publishing
the work.

Now, I cite at page 6 an example of the results of that bargaining
power which are not relevant here, but are evidence of its exist.
ence, and that is in the field of book publishing, sometking called
“the satisfactory manuscript clause,” which in effect reyuires au-
thors to labor for years under a contract which is really not a con-
tract if the p. “lisher chooses—based on its subject judgment of the
manuscript—ty terminate the cor‘ract and get back aflnzhe money
that it paid the author, leaving the author holding the bag.

I refer you to the opinion in a cace.called Harcourt, Brace, and
dJovanovich against Barry Coldwater, for an exposition of the un-
equal bargaining power in ts+ book publishing field, and that in-
equality runs the gamut of publishing—-—

Senator SpECTER. Who had the unequal power in that case?
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Mr. Kawr. Not Barry Goldwater; the book publishoer, Barry Gold.
walor was only an suthor in this cade, and senatovial prerogative
did not holp vory much,

Sonator Sererkr, And you are saying that Senator Goldwatoer
had the Jesser power of thoe parties?

Mur. Kare. Actually, he won thiy cano——

Senator Serc i, So he had the greator power of the partios,

Mr, Kane [continulug]. But he won it on the moerits and not be.
causo of his bargaining power.

I should also point out that 'hat samo incquality is what reully
led to the concept which was the basis of the tormination clause
That when an author granted motion picture rights in a novel or
ploy—und it is t} . author who always does it; the Supreme Court
najority misstated the realities of book publishing in that area—
when the nuthor does that, the inotion picture company taukes with
that right other rights—the right to use the play on telovision, the
right to use it in videocassettes, ot cetern—and the result of that
has been that, for decades, American authora of books and plays
have been unable to receive any share of the income that the
motion picture version of their work earned on television or in
cable broadcasting, or in cassettes, and have not even been able to
arrange for the brondcasting of stage versions of their plays, be-
cause the stage version had to be done on tape——

Senator SPECTER. Are you ahnost concluded?

Mr., Karp. I am finished. In inid-sentence, I stop.

Senator Sercter. Plense finish your sentence, Mr. Karp.

Mr, KArp. I am finished.

[Prepared statement follows:)

94



O

ERIC

Aruitoxt provided by Eic:

0

PROVARED STATEMUNT oF Wit KAp
COUNSEL TOR THL AHTHORS LEAGUE UF AMIRICA

Mi, Chaitman, my feme 58 bewin Karp. . en counsel tor e
Authors league of America, the national pociety of 16 OU profesio ol
dranat {ste and authota,  The Authora League appreciates thin
opportunity to preaent (e vieva on S which would amend one ot
the "terminat fon cladses” in the 1978 Copyright Act [ Section doete)
ot Title 17}, This mection provides that authors (o thels dmvediate
familie ay terminate transfors of pre- 1970 copyrighta in theat
wotks atter the S58-yeatr copyright term granted by the 1909 Act
enapling them to make new contracts during the turther 1Y years of
of protection a« fed by the 1978 Ace,

G, 1w’ % the "derivative works exception” of Sec
Juk{c) U wake it clesr that after :  aythor's contrect with a
publish-r (or other grantee) in terminated, the publisher is not
enti*'ed to receive any of the compensation paid by record companies,
fil. producera or othe-s for substquent utilization of derivative vorks
based on the author's aong, novel, etc., produced by suvh companies.
The detrivative rights exception gives the fil. or record company the
privilege of continuing to utilize its derivative work, provided it

makes any payments required by the grant under which it obrained

authority to use the author's song/novel/piay in its record/tilm,

Mills Music v.Snyder
In Mills Music. v. Snyder, 7 of the 13 judges who construed

the ptesent “"derivative rights exception” of Sec. 304 concluded it

had the effect which S, 1184 would make clear and implement; i.e,

afier an author terminates hia/her contract with a music or book
putlisher under Sec. 304, that ‘“middleman” publisher no longer can share
the '"yalties paid by others for their continued use of deriva{ive

works they made based on the author's song, novel, etc.

The other 6 judges said the derivative rights clause entitled the

Jo
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'mhll.hrl 1 the siiede {hined 4 tue pepiiiated T SRR | yoyeld

Cree el Bah detivat ive WorEe, atled I LT IR O Proagh dre

pablisher W, de Che Uhe Toague tuted 0 1te Lautt ot Aupeals

arteuw Ui ded, only @ Vaiddle wen whoo eqaired and then pieneed fu

the Vervnst (otiglanty ul fagm pyoduces The Fight vidginally eated 40

the gathet g dee the aapbet'e tieal bon
Howeve i, 4 ol the 6 Judpen aye wetbers vl the SYaprewe
Ceaft, Heiedpilaling o0 ameidnent al ner tpen Wl to yeattion acd

fuplesent The Congle.sional intent bun that the sattor Lo oy

Leifa) teteive ald of the Vorpeuatabe paid by progiedetote af ghoae

Jepivative wiirs g v Ee eds wlier (he ot ract bei e toe
author arnd the Tmiddis Cpabliaher wan cenminated,  1lhat amend
weel g e {to o prure U oaathots ot ditersty, dyamatic and
attist L well Ay compoarrs s oslme the Supreme Court
decisjon et them f & aubstant sl degree of protection
NN r vion Ulause

The & tt Aagu _l‘u.,t_l_\un on »ﬁ.‘l‘lrn‘..

I Authors Leagir ia grateful to Senator Spector ter
{et g his Bill to amend Sac, 30u{c),and 1t suppored the (IR
The + cogue belipves aome lengusge ~hanger ate needed 10 achieve its
purpose, and we have submitted a ptoposed reviafon to Senstor Spector
and the Subcommittee's sgafl. We do not believe there will be any
dillxccl(; in maving suitable changen.

The League also recommends that the 8111 be revise. to apply
a8 well to 5cc. 203, the companion provisa shich permits agthory to
terminate long-tern tranglers of copyrights made alter 1977, The
same consideratjons which warrant the amendaent ol Sec. 304 apply
to Sec. 203, and it will affect a vastly grester number ol copy-
rights, #nd suthors -~ all of those vho create vorks from and alter
Januaty 1, 1978. The Authors League alsfo expresses it appreciation
to Representative Howard Lerman for introducing & companion Bill.

~e Adthors League sSubmits that 5. 1384 should be enacted

for chus® teasons:

b

P et bog Lhe derivalive wilb
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Congressional Intent in 1976

The Authors League submits that Congress intended in 1976,
when it enacted the 1978 Copyright Revision Bill, that the termination
of copyright transfers under Sec. 304 would end the right of
middleman publishers to receive a share of royalties paid by film
companies or record companies for the "privilege" of utilizing
-~ after termination ~- the derivative work embodying the author's
song, play Or novel.

The unanimous Lourt of Appeals opinion, and Justice White's
opinion for four dissenting justices, support that conclusion.
As Justice White noted, for example, music-publishing industry represe;tatives
stated during the copyright revision proceedings that Sec. 304{(c)
would cut off a publisher's right to continuing receiving royalties
under its contract after the author terminated it.

Former Register of Copyrights Barbara Ringer, who wrote
Secs., 203 and 304, told the Subcommittee earlier this year she
believed the Supreme Court's Mills Music decision "runs counter to
Congressional intent and is seriously prejudicial to the legitimate
rights of authors and their heirs."”

Furthermore, the Copyright Office and Congress adopted a
revision of the original texts of Section 203 and 304 which wou}d
have been unnecessary had they intended that middleman publishers
contiasue receiving the share of royalties from derivative works fixed in
their contracts with authors after those contracts were terminated under
sections 203 or 304. The original texts only granted authors the right
to terminate contracts that transferred exclusive rights in their
works. The Authors League asked that the sections be amended to
extend the author's termination right to non-exclusive licenses as
well, to prevent a music publisher f{rom continuing to "share in a

composer's recording ... income "

after termination, by acquiring
a perpetual non-exclusive license (not subject to termination) as
well as the exclusive assignment of the author's copyright (which

could be terminated). Copyright Law Revision, Part 5, pp. 241245,

The League's proposal was adopted; Sections 203 and 304 were re-
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vised to include the right to terminate non-exclusive licenses "to
prevent a transferee from avoiding" the effact of the termination
clauses. Register's Supplementary Report; Copyright Law Revision, Part 6.
The Copyright Office and Congress were thus closing a loophole for

the very purpose of preventing publishers from sharing, among other
things, in royalties from recordings of authors' music, after

termination ... clearly neither intended that publishers be permit-

ted by Sections 203 or 304 to receive such income after their

contracts were terminated.

The Purposes of the Termination Clauses

The Authors League submits that the purposes of the
termination clause are defeated if publishers are allowed to
continue sharing in royalties paid by proprietors of derivative
works after authors terminate their contract under Secs. 304 and 203,

The House report on the 1976 Revision Bill said that the,
termination clauses were "needed because of the unequal bargaining
position of authors, resulting in part from the impossibility of
determining a work's value until it has been exploited.” H.R. Rep
No. 94-1476, at 124. Congress chose to redress the unfair results of
this unequal bargaining power -- e.g., contract terms Which
stripped authors of rights, or took from them an inordinate share of
the income their works produced, etc. -- by empowering authors to
terminate those contracts and recover their rights after the publisher
had had several decades to reap the benefits of the author's work.

One of the most unfair provisions which unequal bargaining power
imposes on authors in various media is the obligation to give the
publisher a perpetual share of income derived from uses of the
author's work by third persons who make films, records or other
derivative works embodying it. The middleman publisher acquires
that perpetual claim on income from works it does not create or
exploit by baldly tying-in the perpetual sharing clause as a condition
for its agreement to publish the work, Yet, as Ms. Ringer noted,
the royalties from other producers' derivative works-versions.of the

author's work may constitute the largest portion of irts earnings.

57-196 0 - 86 ~ 4 98
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But despite the Congressional intention that the termination clause give
authors the aole benefit of this income during the post-termination
period, the Supreme Court's reading of the "derivative rights
exception'" deprives authors of a substantial share of that income,
and often can do worse -- denying many authors any part of theae
post-term}nntion royalties from their writings and giving all of it
to the middleman publisher who simply licensed the author's right
to the actual producer/exploiter. This occurs where the adthor was
compelled to convey all of his rights to the middleman publisher
for a lump sum rather than a percentage of royalties. .

It mest be understood that inequality of bargaining power
is endemic in book publishing, motion pictures and other copyright~protected
media. With rare exceptions, authors are required to accapt a
number of blatently inequitable clauses in book publishing con-
tracts. One of the most notorious, for example, is the ''satisfactory
manuscript clause” that enables the publisher(i) to terminate the
the contract by deciding, subjectively, that a manuscript is not
"satisfactory" and (ii) to compel the author to return the advance
which is actually consideration for the grant of oxclusive rights
and for the months or years of work the author invested in writing

the work. A reading of the opinion in Harcourt Krace & Jovanovich

v. Barry Goldwater, 532 F. Supp. 613  (S.D.N.Y 1982) gives some
indication of publishers overwhelming bargaining power to exact
unfair terms from authors. Other results of inequal bargaining
power include egregious terms imposed by motion picture companies
in contracts with authors fpr the acquisition of motion picture
rights in their books and plays. This imbalance in negotiating
strength has for decades stripped American authors and playwrights
of any incume from television broadcasta of film versions of their
works, and denied them the right to license television or cable
broadcasts of their plays from pre-recorded productions in atage
format. (One of the errors in the Supreme Court's majority Mills
Music opinion is its assertion that grants of motion pj.ture

vights in literary works are made by the author's publisher. This
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is,not so. In the last several decades, one of the few standard
provisions which authors have been able to delete from publishers'
printed contracts is the clause conveying those rights to the :
publisher. Usually, the grant of film rights in a literary work
is made by its author. However, with the even-greater bargaining
strength a few major publishers have acquired through acquisitions
and mergers, even that right may be eroded.

Barbara Ringer noted another factor which indicates
that Congress intended the termination clauses to cut off a
middleman-publisher’s right to share in royalties paid by producers
of derivative works. As she told the Subcommittee, in adding !9
years to the existing term of pre-1978 copyrights

"Congress was granting a new right, and I
believe it is fair to say that Congress would
have been extremely reluctant to do this
unless it had been assured that individual
authors would at least have the opportunity
of enjoying the benefits of these new rights.
If the author's old and, in many cases,
unfair contracts were to be preserved without
any provision for termination, I do not think
Congress would have extended the length of
the copyright term.”

k ok ok &

" The basic purpose of the termination
(sections) was to make sure that authors or
their heirs had the opportunity of re-
negotiating their old contracts, rather than
merely letting the contracts run on through
the longer copyright term. In a great many
cases, I believe that the Supreme Court
decision will effectively defea: this
purpose,"”

The Purpose of The Derivative-Works Exception

The termination clauses provide that all rights in the
author's song, novel, play, etc. covered by the terminated contract
revert to the author on the termination date. [Sec. 304(c)(6); éec.
203(b0]. The derivative-rights exception provides that derivative
works based on the song, novel or play may continue to be utilized,
but this privilege is subject to the terms of the terminated grant.

The sole purpose of this exception, as made clear in the

legislative history, was to protect the rights of the company which
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created the derivative work. As Authors League pointed out in its
amicus brief, a company producing a motion picture based on a
novel, or a sound recording incorporating the author's song,
Creates a new and separate copyrighted work which contains much
original material in addition to the underlying novel or song.

The cost of that material -- all the other components of the film
or recording -~ vastly exceeds the price the film or recording
company paid to use the author's work. The premise of

the derivative-works exception was that the film or recording
company should not be prevented from continuing to utilize the new
work it created. Termination would , however, return to the auther
the right to make coniracts for other derivative works -~ films,
television programs, records, etc. -~ based on the song or novel or
play.

The purpose of the termination clause does not justify
allowing a middleman publisher to continue sharing in royalties
yielded arfter termination, from derivative works based on the
author's song, novel or play. The publisher had not created the
derivative work nor exploited it. It had nor contributed any
or paid for the original material that made the derivative film or
recording a separate copyrightable work. It had no interest in the
copyright in the derivative work.

In Mills Music, music publishers argued they were entitle;
to continue sharing derivative- works royalties because they
"exploited” the song before tarmination. But that was one of the,
very functions they were obliged to perform, as publishers, anq the
amount of their contribution -~ which is very much in dispute -- is
irrelevant to the application of the termination clause. Book
publishers, for example, spend far more than music publishers do in
publishing and promoting their authors' vorks, ye: Congress
determined that on termination all rights in those works revert to
their authors, regardless of the publisher's investment in producing
producing, distributing, and promoting the sale of, copies, It is

illogical to contend that while publishers concededly are cut off
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by termination from income in areas where they were the primary and
active exploiters of the author's work, they should be permitted to
continue receiving income from derivative works created and
exploited by other companies ~~ when they served the passive role
of middleman license. simply passing on by license to the record
company or other producer the author's right to use his/her
creation in the production of the de.ivative work.

Whatever the contribution made by music publishers in
establishing the popularity of songs they published before 1978,
they were rewarded during the 56 years prior to statutory
termination of their contracts -~ often quite handsomely -~ by
their contractual shatre of the income derived from recordings and
public performances of the songs, produced or performed by other
companies and individuals. These third-party uses created the
lion's share of their income. And it was in large measure due to
the invaluable and continuing promotional stimulus provided by
musicians, vocalists, broadcasters, night clubs and others who
repeatedly performed a song and often made hundreds of recordings of
it. Above all, music publishers earned their money because some of
the songs they published had great merit -~ which was the essence of

their continuing appeal to the American appeal over the years.

Conclusion

The Suprewe Court majority's interpretation of the derivative
rights exception rests solely on a narrow-visioned and incorrect
reading . It does not rebut the obvious fact, stressed by the
testimony of former Register barbara Ringer, the unanimous Circuit
Court opinion and Justice White's dissenting opinion, that Congress
intended the statutory termination of contracts by authors to cut off
the right of middleman-publishers to continue claiming, under their
terminated contracts, a share of the royalties paid by producers of
derivative works based on the authors’ underlying songs, novels,
plays or othe. works. For the reasons 1 have.discussed. the

Authors League urges the Subcommittee to recommend the enactment of
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Senator Spector's S.1384 which would reaffirm and implement the
Congressional intention underlying the termination clauses.
I thank the Subcommittee for allowing me to submit this

statement on behalf of the Authors League.

AMENDED SecTions ofF TiTLe 17, U.S.C.

AMENDED Sec. 203(b)(1) of Title 17, U.S.C.

(b) EFFECT OF TERMINATION ..... but with the
following limitacions:

(1) When a drivative woik, based on the copyrighted work
covered by the terminated grant, was prepared before the termination
under lawful authoricy of the grantor or the granctee, then:
the person encitled to utilize the derivative work immediately prior
to the éffective date of termination shall, thereafter, have the
privilege of continuing such utilization on these conditions:

(i) such continued utilization shall conform to the terms
and conditions of the instrument under which the creator of the
derivative work acquired authority to base it upon the copyrighted
work covered by the terminated grant; and

(ii) any royalties, shares of profits or other moneys
payable, under said instrumeat, "as consideraciou for the authorization
to prepare a derivative work based on the copyrighted work coveted by
the terminated grant shall, after the effective date of termination, be
paid to, and be the property of, the person or persons in whom the
reverted rights in said copyrighted work are vested pursuant to clause
| of this subsection; and

(iii) this privilege does not extend to the preparac ion after
the termination of other derivative works based upon the copyrighted

work covered by the terminated grant.
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AMENDED Sec. 304((c)(6)(A) of Title 17, U.S.C.

In all cases the reversion of rights is subject to the
following limitations:

(A) When a drivative work, based on the copyrighted work
covered by the terminated grant, v.$ prepared before the termination
under lawful authority of the grinfor or the graatee, then:
the person entitled to utilize the derivative work iomediately prior
to the effective date of termination shall, thereafter, have the
privilege of continuing such utiliza ic. ‘tieae ccrditions:

(i) such continued utilizaci = all conform'to the terms
and conditions of .the instrument under w. .i!i the creator of the
derivative work acquired authority to base it wpon the copyrighted
vork covered by the terminated granti and

(ii) ahy royalties, shares of profits or other mone}s
payable, under said instrume;t. as consideration for the authorization
to prepare a derivative work based on the copyrighted work covered by
the terminated grant shall, after the effective date of termination, be
paid to, and be the property of, the person or persons in whom the
reverted rights in said copyrighted work are vested pursuant to clause
6 of this subsection; and

(iii) ;his privilege does not extend to the preparation after
the termination of other derivative works based upon the copyrighted

vork covered by the terminated grant.
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Senator SPECTER. Thank you very much.

I would like now to turnto George David Weiss, president of the
Songwriters Guild of America.

Mr. Weiss.

STATEMENT OF GEORGE DAVID WEISS

Mr. Weiss. Thank you, Senator.

I am certainly grateful, like the other ple, for the opportunity
to talk about this issue. My name is (Pyg:rge David Weiss. I am
president of the Songwriters Guild of America, my position is an
unsalaried one, and I am a full-time songwriter.

I will submit to this committee a list of my major compositions in
support of my statement that songwriting has been my major
talent and sole occupation since I was a teenager, which was quite
a few years ago.

The pending legislation which seeks to overturn the 5-to-4 deci-
sion of the U.S. Supreme Court in Snyder v. Mills has the support
of every creator whose copyrights are properly exploited by the
media. Its purpose is struightforward—to close the loopholes in sec-
tions 203 and 304 by making crystal-clear that in enacting the 1976
copyright law Congress not only chamEioned the rights of creators,
but took into account the rights of those who employed the cre-
ators’ talents in other media.

The 1976 copyright law provides creators and users with new
rights. It enlarged the term of copyright protection, it returned to
authors, or their heirs, the copyrights previously assigned by them,
it preserves to motion picture and record companies their owner-
ship of derivative works.

Derivative work owners who use our copyrights may continue to
exploit such work as they did before the 1976 copyright law was
enacted, on the same terms and conditions as existed before termi-
nation.

The balancing of the elt;ity between creators and users is indeed
one of the major hallmarks of the 1976 act. New rights under copy-
right and new sources of income were recognized—that is, the obli-
gation of jukebox owners to recognize copyrights; the obligation of
educational TV and cable retransmitters to pay royalties for use of
copyrighted music.

While each of these newly recognized rights of users carries the
obligation to compensate the copyright proprietor, the latter is
similarly obliged to allow the user to exploit our works on a nonex-
clusive basis.

Therefore, the benefits of our talents are truly shared.

The fallacy underlying the Sufpreme Court’s decision is its failure
to recognize that Congress was focusing its attention on the creator
of both the original copyright and the derivative work. It did not
seek to remunerate the music publisher, who the circuit court of
appeals in its unanimous decision termed the middleman.

Nor is it my intention to argue, as would some, that the middle-
man music publisher is not entitled to the benefits of its contract
with the creator.

What I do argue is that Congress recognized that the middleman
has received its contractual benefits. It has received just rewards
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for its time and investment. The middleman has been deprived of
nothin%.

Why?

One: It has been fully remunerated for at least 28 years, and in
most cases, for 56 years,

Two: Its initial investment has long been paid off.

Three: The royalties in question accrue from the investment and
continued exploitation by the record companies, not the publishers.

Four: Indeed, in the overwhelming majority of cases, the original

ublisher of the song has disappeared, the shares of stock having

n sold to a conglomerate at a handsome profit—a profit, mind
you, in which the songwriter whose copyright is sold does not
share, despite some voicmgs of the word “partnership” between the
songwriter and the publisher. We do not share when the publisher
sells our product. .

Mills is a perfect case in point. Within the last 25 years, Mills
Music and its catalog have been acquired by a company called Util-
ities and Industries; then by a publicly traded trust; then, in rapid
succession, by Esquire Magazine, Gulf + Western, and most recent-
ly by Columbia Pictures, which is now a subsidiary of Coca-Cola.

The only loser under the Supreme Court’s decision is the song-
writer, or his or her statutory heirs, who alone of all these parties
must rely on a handful of copyrights to support their old age.

If a songwriter is very lucky, while he or she may write hun-
dreds of songs in a normal lifetime, only perhaps a handful will
become hits and even fewer standards. Those standards become the
writer’s social security and legacy to his or her family.

Of course, I agree that there are some singer-songwriters who
mz:i: have become millionaires, but No. 1, they are few in number,
and their financial well-being is derived primarily from their role
as a performing artist, not from their copyrights.

As conclusively demonstrated by the Songwriters Guild at the
1980 hearings before the Copyright Royalty Tribunal held to adjust
the mechanical rate, the annual mean income of our 4,000 to 5,000
members was between $5,000 and $7,500, taking into account our
royalties from all sources.

t is our view, which finds support in the position taken by the
Honorable Ms. Ringer, as Register of Copyrights at the time the
1976 law was enacted, that the act sought to primarily benefit the
creator-author. This, the U.S. Supreme Court failed to understand.

The 5-to-4 decision focused on facts never argued or discussed by
any of the litigants in any of their briefs, and in so doing, totally
misconceived the manner in which the music industry operates.

_The Court held that since the royalties payable by record compa-
nies were set in the mechanical license originally issued by Har
Fox Agency as agent for the original publisher, which issued a li-
cense, that that publisher was entitled to continue to receive royal-
ties after termination of its rights.

What the Court overlooked was that those licenses were issued
::y music publishers in their capacity as the then copyright proprie-

or.

However, once termination occurred and the publisher no longer
held any copyright, the rationale for its continued receipt of royal-
ties ended. Indeed, as we cited in our Supreme Court petition for
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review, the Court assumed that the entire mode of behavior of our
industry supported their premise. Untrue. There are many, many
situations where copyrights are assigned from one publisher to an-
other, and the Harry Fox Agency automatically pays royalties to
the new publisher at the rate established in the existing mechani-
cal license. It is an accepted fact of our industry; indeed, it is so
obvious that neither Fox nor Mills ever raised the issue of the me-
chanical license as a rationale for their alleged right to continue to
receive royalties, '

The rest of my remarks will be included in my major statement,
and I certainly thank you, sir, for this opportunity to talk.

[Prepared statement follows:]
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PREPARED STATEMENT OF OEORGE DAvID WEISS

SUMMARY

The Songwriters Guild of America, on behalf of its 4,300
songvriter Rmembers, urges the Committee to support s. 1384,
concerning $§ 203 and J04(c) of the Copyright Act.

These sections provide authors and their statutory
beneficiaries with the right to terainate grants made under
copyright for the extended 19 year tecra added by the 1976
Copyright Act to copyriqhts subsisting before 1978; and 13 yeats
after a qrant is made for vorks created after 1978. An exception
to the termination right is the right of ovners of derivative
vorks made from the original vork to continue to exploit such
derivative vorks made before the effective date of termination,

We have no quarrel vith the derivative work exception.
Rowever, the U.S. Supreme Court, in Mills Music Co. v. Sn der, 83
L. Ed, 24 556 (198%), recently held, in a case dealing vith aound
recordinga made prior to the effective date of termination, that
royalties payable by the record companies accruing after the date
of termination must be shared betveen the songwriter and his music
publisher pursuant to the terms of their nov terninated publishing
agreement.

We believe that the Court erred in {ts interpretation of the
1976 Copyright Act, its legislative history, and its policy of
extending protection to authors, in holding that the middleman
music publisher, vhose rights have been tetminated, is entitled to
participate in income earned from record sales after the date of
termination, vhere it is the record company, and not the music
publisher, which is the actual utilizer of a derivative vork.

1n our opinion, (which is supported by 4 Justices of the U.S.
Supreme Court and a unanimous decision of the U.S5. Coutt of
Appeals) it vas the intent of Congress in extending the original
56 year term of copyright to 75 years and allowing suthors to
recapture their copyrights for this extended 19 year term, to
benefit the authors or their statutory succeasors, snd the users
of derivative works (such as record and movie companies) who had
expended considerable time, effort, and talent in creating such
wotks; not the music publisher wvho is neither an owner of the
copytight nor the creator of & derivative vork.

By enacting the 1976 Copyright Lav, Congresa created a
delicate balance between the interests of authors and those vho
would properly exploit their copyright in the derivative market.
The Supreme Court has misconstrued that intent and upset this
delicate balance.

§. 1384 wvould amend §S 20) and 104(c) of the Copyright Act to
clarify such intent. We ask thia committae to recommand its
passaqe. .

A more extensive discussion of our position is set forth in
the accompanyinqg paper,

L) L] .
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1. I am George David VWeiss, a songwriter and president
of The Songwriters Guild of America, an organization heralded as
America's voice of the songwriter in contractual, legislative and
judicial matters. Our organization haa for over 50 years been the
spokesman, before Condress and the American public, in all areas
which vitally affect our ability both to create and to earn a
decent living from our creative gifts, which has nourished this

countty.

2. Contrary to popular belief, the overwhelming
majority of songwriters do not earn "megabucks". Their average
standard of living falls within the $5,000.00 - $7,500,00 range as
compensation for their creative genius. fThe vast majority are

required to seek outside means to support their talent.

3. Evidence of the above was fully documented in the
1980 hearings on the Mechanical Royalty Rate before the Copyright
Royalty Tribunal (CRT). As this Congress is aware, the 1976
Copyright Act, characterized by the then Register of Copyrights,
Barbara Ringer, as an "author's bill of rights" gave new
protection to all writers; created never before existing sources
of revenue; and eliminated many technicalities which served to
impede rather than promote copyright, At the séme time, that law
removed from creators - and songwriters in particular - areas of

exclusivity over their copyright in exchange for the right of

users to employ their works - non-exclusively - on payment of
royalties, certain of which were fixed by law and others of which
were subject to adjustment by the CRT. I cite as examples the
juke box royalties: the obligation of imposed or secondary
transmissions; the educational TV royalty and of course the
compulsory mechanical license governing the manufacture and sale

of phonorecords,

The compulsory royalty on mmechanicals has been with

109

O

ERIC

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

105

us since 1909 - then fixed at 2¢ for each record manufactured .nd
sold. After 66 yeara of living under this maximum royalty, the

1976 Act initially increased the rate to 2,75¢ and as a result of
the CRT hearings, the rate escalated in 1981 to 4¢ and in 1986 it

will reach Sg.

4. Even from this brief resume of the 1976 Act, it is
apparent that many compromises were effected in order to bring
about passage of a long overdue law. Thus, while requiring juke
box ownaers for the first time to pay royalties for their use of
our works, it set a fixed royalty on each box and gave them a
license to use our songs: similarly, while requiring cable
stations which rebroadcast distant signals to honor our
copyrights, they were given an absolute right to broadcast our

songs upon payment of royaltlies jnitially get by the 1976 act,

e
5. I believe that the compromises effected by the 1976

law - which may be characterized as a cession of exclusivity over
one's copyright for non-exclusive use by third parties in exchange
for a meaningful compensation, is valid and in most respects a
workable solution to conflicting needs., As we approach the 10th
anniversary of that law, I find few areas which have not worked

well or even better than Congress anticipated.

6. S 1384, with whick this hearing deals, involves one
of the compromises wrought by Congress. A hallmark of the 1976
Copyright Law was the creation of a new term of copyright
protection for all creators. The two term copyright of 28 years
which had endured since 1909 was supplanted by a term measured by
the Author's life plus 50 years thereafter. This term affected
all copyrights created after 1978. Existing works, including
songs, protected by copyright prior to 1978 were given a prolonged
statutory life of an additjonal 19 years. Thus, to be specific,
any song which was in its first or renewal terrn on January 1, 1978

would now be protected for 75 years rather than 56 years.
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7. One of the questiona posod to Congross in creating
the extended 19 years of protection was: Who would control the
additional 19 years? I believe that at this juncture I muat
furnish the Committeo with some insight into the "business of
mugic" in order that it bhetter understands the compromise {t

effected:

(A) In the world of music publishing as it existed in
the 19208 and 19308 -~ the time when the songs were written
whose copyrights are now reaching the 19 year extended term
songwrite ‘s (composers and lyricists) contracted with thelir
music publishers to publish and exploit their songs. 1In
exchange for royalties to be paid on uses secured by the
publisher, primarily sheet music and recordings the composer
and lyricist would vest rights in their publ!sher for the
initial and renewal copyright terms. If the song was
successful all parties would receive renumeration for the life
of the copyright. It is fair to say that the publisher always
received the larger share., Whatever royalty was allocated to
the creator was shared by the composer and lyricist., A
standard contract would provide for the composer and lyricist
together to share 3¢ or less for sheet music - ;hich was very
important in the 30s and between 10 and 33 1/3% of the

mechanical royalties earned from the sale of phonorecords, I

remind the Committee t the mechanical royalty for 66 years
was a maximum of 2¢, hich the music publisher, under the
cited contract, w ceive from 1,33¢ to 1.80¢ with the
composer and lyrici aring the rest.

(B) The contra nvariably endured for the two terms of

copyright, ie. 56 years. The Fred Fisher case held that so

long as the creator lived into the renewal period, there would

be no break in ownership by the publisher. only if the

composer or lyricist died before the renewal term could his or
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her statutory succossors (as defined in the 1909 law) succeed
to the copyright, free and clear of the contract. If the
publisher had taken the additional precaution of getting an
asosignment from the songwriters' spoufie and children when the
writers signed up, as was common, then the heirs never

recovered the copyright.

(C) Many publishing concracts dating from the 1920s and
30s even at that time contemplated the possibility of a new
copyright act. To protect against this possibility, it was
common for publishers to acquire rights for not only "the
initial and renewal term of copyright® but also "for any

additions and extensions thereof.”

8A. Recognizing that it would be unfair to leave the
ownership of the additional 19 years to the vagaries of the market
place - Congress exemplifying Register Ringer's description of the
proposed legislation as a "creator's bill of rights" sensibly
enacted Section 304(c), which provides in substance that the
author or his or her widow, widower or children can recapture the
copyright at the i the original 56 year period} by

terminating any ea...er grant.

8B. Such right of copyright recapture was not automatic
(indeed another compromise worked out by the Congress). To
reacquite the 19 year term, it was obligatory on the creator, if
living, or on his/her statutory successors, to send a Notice of
Termination to his/her music publisher and the U.S. Copyright

Of fice within a stated period.

9. If the law had ended there, this Committee would not
be meeting today. What had been needed was to balance the
equities between the creators and those seeking to employ the

fruits of creation. Congress quickly recognized that to allow the
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creator to recapture 100V of tho copyriqght could wreak havoe on
those who, in relianco on their righta, had uxpended largo gumg of
money in creating derlvative worka which employed the underlying
copyright, I need but clte as examples a motion picture producoar
who hap made a multi-million dollar film based on a novel, or a
record company that has recorded a sonqg. Each having oxpendad
time, effort, money and creative talent in producing a new work
woutd justifiably complain that it was unfair to allow the owner
of the original copyright cut off thoir rights to exploit their
new work.

To solve this problem, Congress added to the above
provision language which has now become known as the "exception"'

to wit:

"A derivative work prepared under authority
of the grant before its termination may continue
to be utilized under the terms of the grant after
its termination, but this privilege does not
extend to the preparation after the termination
of other derivative works based upon the
copyrighted work covered by the terminated

grant.” (77 U,S.C.5304(c)(6)(n).

BEach party to the equation is now fully protected -
each has had its rights secured and each is guaranteed the ability
to exploit his, her or its respective market place without

encumbrance,

10, We have now reached the nub of the problem.

In 1978, Ted Snyder and Marie Snyder, widow and son
respectively of the late Ted Snyder, co-author of the famous song
"Who's Sorry Now?” duly served a Notice of Termination on Mills

Music Inc.:; which became effective on January 3, 1980, By that
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action, the fSnydorn, on tho offoctivo date, reacquired a 100\
interopt in the lato Tod fnyder'n 1/3 intorent in this song, (The
co-authors and thoir statutory auccounors nome of whom norved
geparate noticeo of termination, wero not parties to the Snydor
l{tigation.) Cobles of the Snydern’ notice were sorved on the
appropriate parties and on the Harry FoX Agency Inc. The latter
has €or more than 50 ycara served the muaic publianing induatry au
its agent for issuing licenses to record companies who eloct to
record a misical composition. Thv Fox office thereafter collocts
royaltjea accruing on the sale of nuch records, and pay them to
the publisher, which, in turn, pays to the compoaser and lyricist

their respective contractual gharesn.

11, Following receipt of the Notice, Mills Music
challenged the right of the Snyders to receive the so-called
"publisher's phatre” of those mechanical royalties which emanated
from recordings made and distributed prior to the effective date
of termination and which were sold following the cffective date,
In order to determine the rightful ownership of the disputed
royalties, Fox commenced an interpleader action seeking a judicial

decision of the following issue:

Where a notice of termination had been
properly served on the original publisher which
had licensed recordings of "Who's Sorry How"
which royalties were derived from sound
recordings prepared before but sold after the
effective date of termination - was the original
publisher or the terminating party entitled to

those royalties,

12. Lest this Committee believe that it is only “olgd"

tecordings that are affected by the instant litigation, it must be
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notad that the aame {usue {a {nvolved (n recardings heing nade and

teloaned today,

Undar the 1976 Law, copyright epduren for %0 years
after tho creatnr'sa death, congreal, foating that creators in
qrant{ng rights to their publisners for “"the full term of
copyright® might, as undor the old law, be unable to rucaptury
ghulr rights, npecifiod in §203 that any qgrant made {n 1978 or

later could alao be terminated:

*falt any time during a period of flve years
beginning at the end of thirty-five yearas from
the date of execution of the grant; or, If the
grant covers the right of publication of the
work, the per{od beginy at the end of thirty-five
years from the Jdate of publication of the work
under the grant or at the end of forty years from
the date of execution of the grant. whichever

term ends earlier.™ (17 u.S.C §203(al)(3)),

Unlike the old renewal term, which could be
effectively assigned for the second term (unless the creator died
prior to the 28th year). both $304(c) and §203 provide tnat an

author cannot bargain away his right of termination.

*Termination of the grant may be effected
notwithstanding any agreement to the contrary,
including an agreement to make a will or to make
any future grant.* (17 U.S.C. §§203(a)(5) and
304(c)(5)).

Thus Congress overcanme the bar to a creator's
recapturing his rights created by the Fred Fisher case. Since the
language of §703 is jdentical to that contained in §304. the

effect on creators {s the same,
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13, The partiea to the Interpleader action t1)ed
oroad-mot tona far aumidry Jjudgement, In effeot they asked Lhe
Court, as a matter of law, to {nterprel the lapguage of the Act
and {ts Jegialative hiatary to determine which party was aptivled

to the disputed royaltien,

14, It {8 important to note that the courts wete not
presonted with {asuews telating to "ontitlement®, The agreed upon
facts, Atipulated by the partiea, oliminated any Jdincusslon as to
whether munic publishecs, having held copyrighes for 56 yeats,

still effectively uxploited themy whether the creators' original

grants to the publinhers provided for them to recoive a continuing
share of royalties from the sale of recorda; or whathor a
publisher was indeed responsible for initially securing the

recording at {ssue,

The parties to the action, which waa initially heard
by Judge Edward Weinfeld (U.S.D.C., §.D.N.Y.) sought an
interpretation of language and fintent which focused on the

background and meaning of Congressional legislation.

15, However, We believe that congress in reagsessing the
ultimate holding of the U.,S, Supreme Court, should take note of

certaln facts:

(a) No publisher will be deprived of any
anticipated income by the passage of S. 1384. The
publishers have received revenue for at least the first
28 years of copyright and, in the vast majority of cases,
for 56 years.

(b) TIf the 1976 Act did not extend the life of
expiring copyrighta for 19 years, these songs would have
fallen into the public domain for use, without

compenSation, by one and all.
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(el The vorging. publisher of a song (s unlikely ta
he its publisher 56 .. 0a bater, 5 ar 6 donglofepal s
P bEsning houses Faday conreat or adniniater the yase
maJoriey of pre and post 1976 major hits, M3)la Musio (s
A gond example nf what has happeaed ta t 4is Insdst ey,
Within the last 25 yeara, Mills Muste and 1tsa cataloie
have hoen acquired, by a company ¢allod Oty bt jea and
Industries) then by a pablicly traded tpuat, and then in
rapiy Huccession by Foquite Magaaine, Gulf and Wosrern,
and mopt recontly by Columbya Plctdres, which is now a .

subatdiary of Coca-caola,

Many tirma have bought and aold muyic oMmpLron -
atfording vach seller an adequate rteturn {n ita {nvestment .
However, the creatot or hidg/her famyly alone munst rely aolely on
the revenue from a handful of snongs to nupport themaelves and
their holrs.  Thoy do not recelve any extra compenyation of
payment when thelr nong 13 sold as pare of a cataloq, no matter
how important rhat sonq may be in that catalog. (To cite from the
facts of the Mills/Snyder case ~ prior to the termination, and in
particular from 1951 through 1980, 419 licenges were {saged to
recotd companies.) The qrosa royalties received by Mills in just

ton years, 1970 to 1980, wete $142,61),

16. We turn, albeit briefly, to the judicial history of

the Snyder/Mills case.

A U.S, District Court, 543 F, Supp. 844 (S.D.N.Y.
1982)

As stated, the 1976 Copyright Act entitles creators,
or thelr statutory successors, to recapture all rights under
copyright following the 56th year, if they send a timely notice of

termination. Appended to this right was the "Exception':
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*A darival ive work prepaped wider quthority
af the grant hetage fta Lepmipdt i f May cant [nug
to he 4tiliged ynder the terims of the grant attwr
e termpnat fon, byt this privile s does pol
vt end tuo the preparation afrer the tepmpnan fon
of other Jdagpivat tye waurka hdaaged upon the
vopyrighted warh coversd by the terminated

yrant,®

Invoking some duhious legialat ive histary, the
District court foynd that the terminology “under the terma uf the
qrant® way pot {ntended ta exclude musie pablisghars from ahar g
in toyaltiea earned attet tormination trem old sound recordings
The Couft held that the racord companied {asued thely recordinga
undetr Yicensea Crom Mi1la and Milla derived {ta authotity undet
grant trom the author; hence the record coMpanien were acting
under *authority of the qrant®, .Judqe Heinfeld found that bhecause
derivative worka age based on an underlying work, utilization of
the derivative work "involven® the copyright in the underlying
vork. Thuretore, the exception neceasarily limited the roversion
of those rights in the underlying work that are incident to thia
utdlization. Since the court tound that the lanquaqe of the
statute made no diastinction between grantees who make or own
dorivative works and those who license them, Judqe Weinfeld tound
that the exception made continued utilization subject to the tetms
of the grant and all parties to that grant were entitled to enjoy
the benefits from its utilization where the terms of the qrants so

provide.

The court reviewed the legislative history, which it
found ambjiguous at best. However, the Court found that it
evidenced a congresSional intent that {n specified situations the
penetit of the extension "should be shared"; the instant exception

in favor of derivative rights creators being an example of that
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intent, The caure'a emphaald on the word "ahafe' Jed jt tn
helieve that the sharing was fof the hepafit of ths teymypat ed
publidhers aw well ae the actual utiliger ut the derivative wark
{as diatipnet from a4 aharing only bharween the capyright propgiatar
and user), The court decyded that such aharind permita the aut hoy
tn rucuive that pagtion of the toyalttes o which hia conteaot
arlginally entitled hinm before tegminacian and, copeluydsd the
Court, thare wag nop valld reason for excluding music pyblisherd

from ahating in the bepet{ty of the extended tegm,

h. United fitates Couigt of Appeals, (720 .24 711,

P

Second Clecuit, 1982

The U,8. Civeult Coutrt, {n its unanimoua reversal of
the Weinfeld deciaion, focused on Judge Weinfold's statement,
*Congresa intended that in specified ajtuations the henef{te of
the extenajon [should] he ahared® as manifeated by the exception
itselt, which limits the reveralopnary riqhts of the authora, ‘The
Court of Appoals held that in viewing the Congresaional putpose,
it found no reference to sharing by a middleman music publisher
such as NMilla, The Court held that in preparing derivative works
the licensecen (i,e, the record companies) were relying on thoe
authority of the grant from Milla to them even though that
authority was oriqginally derived from Mills' contract with the
Snyders, This {8 buttressed by the fact that in the instant case
Mills had to rely on two grants, i,e, ttre original grant trom
Snyder, which gives it a 50% interest in the mechanical royalties,
and the subsequent license to the record companies from which

those royalties flow.

Since the only qrant which defines the ciltcumstances
under which the derivative work is to be prepared and utilized is
the mechanical license from Millae to the record company, it is the

terms of that grant to which the exception applies and preserves
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the gighed af the feanpy cuRpdn)es; pat the Santpgqat hetdech

spyder and Milla,

The Courr quies by faund that MiElla wad aat o
yeyliger of a derjvative work within the meanips) of this statyte,
There was notfiing (p the atatulory tanguaye Which gave Hilla, as a
middleman, any oonnevtion vith the undurlyi) copypighe,  Hecatide
Nills was nelther § utilider noe A COpYrIght awier, LLowas not

entitled Lo shara in any royaltiey,

ghe coutt found that norhing in the legialatiye
wldrary appeated to tndjcate that condress had addiedsed 4
tripartite aituation of this nature, Hince readonable mynds ¢ould
disagree about the intent of the language, the Court found that in
the conqreasional scheme underlying the Act, it was the author who
waa {ts prime benefictary and therafore apy doubt ahout the

sntended beneticiary whould he resolved {n favor of the author,

flowever onv seeks to partse the language of the
soction, one {a torced to conclude that the language contemplated
a a2in9le grant - between creator and the terminated party; and
that it doea not focus on the tripartite aituation under

discussion. If the statutory language had heen clear, not only

woyld there have been no need for litigation, buc there would néi‘
have been a majority of judgea who nltimately aqreed with our
understanding of congress' intent (N.B. Of the 13 judges who heard
the case, from the Diatrict to the Supreme Court, 7 supported the
cteators' understanding of the Congresiional intent and 6 were

opposed).

Faced with this lack of clarity in the statute, the
U.S. Court of Appeals focused on what I believe is the balancing,
ot what Judge Weinfeld calls the *sharing®, which is reflected in

the Act. It is a sharing or balancing of equities between the
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SwiEE O Ehe CLpyELYRE a6 §hase who woog) ot phobei by espdiy g 1a

the Gaibat prace;

I cantiaet ta i ne ALbdat e whegy aiy
Asapjitve i llveiaes has Jdoiwe Mot B} wase thaa
Boint, pubilicigce 44 Hotrgbiite 3 "L tea
Bory ur nuvel, 4 PEESOn Ml wleh fhe vabsent .t
the aultior has coeated alb vhel A Gl a4 eat o
Plotdre ridm will aryen have made Cont s 1but juns
Viverary, miajeal ang ECOHUNEC . 4o jfeal a5 o

dfwat el than (he e Inal quthog e
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invested aubatantial time, effort and money {n the preparation ot
“derivative works® and who are recoanied as such by the

°Excoption® engrafeed into the 1976 }aw,
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old landlord sells his building. The tenant cannot arque that he
will continue to pay the old landlord. He is bound to pay the new
landlord as a successor in intereat to his predecessor. The
Court, ignoring this, merely stated that since the mechanical
license 1 conferred no rights or privileges on the Snyders, they
gained notl'ing under those licenses. Since the licenses required
payment to Mills - Mills must continue to receive those payments
notwithstanding the fact éhat it is no longer a utilizer or a
copyright proprietor. The Court stated "The statutory transfer of
ownership of the copyrights cannot fairly be regarded as a

statutory assignment of contractual rights.”

In contrast, the dissenters, Justices White,
Brennan, Marshall and Blackmun, focused upon the protection

accorded the utilizer of the derivative work. They pointed out

that the statute, while protecting the royalty rate that prevailed
before the author's termination, did not identify the recipient of
the royalty - that being a matter of total indifference to the
record company. That the Mills/Snyder contract provided for a
50/50 payment was entirely irrelevant to protecting the utilizer

of the derivative work. ’

The dissent stated that the entire thrust of the
derivative rights exception was to overrule th long held opinion
that where a renewal copyright reverted to an author, t 2
derivative rights owner had to stop exploiting the original work.
In this context the middleman - who is neither a copyright

proprietor or creatsr - plays no role.

It is appropriate to quote from Justice White's

dissenting opinion:

“The right to torminate defined in §304(c)

encompasses not only termination of the grant of
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copyright itself, but also termination of the
grant of 'any right under' that copyright.
Surely this termination right extends to
recapturing the right previously given to the
grantee, in this case Mills, to share in

royalties paid by licensees.

"The utilizers' sole interest is in
maintaining the royalty rate that prevailed
before the author's termination of the grant; the
identity of the party who receives that royalty
is a matter of indifference to them. 1In this
case, the utilizers, Mills' licensees, were not
parties to the agreemant between Mills and the
snyders. They were contractually obligated to
pay royalties to Mills, but were not involved in
any division of royalties beyond that point. It
is strange, to say the least, to hold, as the
Court does today, that the terms of utilization
by the licensee include the agreement between
Mills and Snyder to divide royalties, an
agreement that is entirely irrelevant to

protecting utilization of the derivative work.

The majority claims that it is essential to
read the Exception as preserving Mills' rights
because the terms under which the derivative
works are utilized identify Mills, or Fox, as
Mills®' agent, as the recipient of the royalties.
It is surely true that the licenses say this, bu%
that is a surprisingly weak reed on which to rest
a judgment of this Court. It can mean only that,
if the utilizer of the derivative work wishes to

continue to pay royalties to Fox, he may do so.
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Fox, after collecting the royalties and deducting
its fee, will be obligated to forward the
toyalties to the rightful owners of the

copyright, the Snyders."

Turning to the legislative history the dissent

stated:

"The legislative history of the Exception is
scanty, and it contains no express consideration
of the multiple-grant situation that confronts us

in this case....

"The majorit; places great emphasis on
indications tral Congress was aware of
mult i-party arrangements in the movie and
music-publishing industries, positing from this
awarencss an intention to eXtend the benefits of
the Exception to middlemen such as Mills. But
the majority cites not one word to indicate that
congress did in fact contemplate such a result
when it enacted the Exception. On the contrary,
when the Exception was being drafted by the
Copyright Office, the hypotheticals offered to
illustrate its operation were cast in terms of
the motion picture industry and assumed that the
creator of the underlying work, a story or novel,
would deal directly with the creator of the

derivative work, a film,

"That middlemen such as music publishers
were to be excluded from the benefits conferred
by the Exception is strongly supported by

statements to that effect by music publishers
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themselves, made in the discussions that took
place before the Copyright Office. When a
version of the Exception first appeared in the
1964 preliminary draft bill, representatives of
the music publishing industry protested. A
representative of the Music Publishers
Association of the United States stated that
under the proposed exception, 'the royalties
resulting from the license presumably rever(t)
entirely to the author.' A spokesman for the
Music Publishers Protective Association construed
the exception as being 'for the benefit of
everyone acquiring rights under a cupyright other

than the publisher.’

"As the majority acknowledges, the principal
purpose of the extension of the term of copyright

and the concomitant termination provisions ~ to

which the derivative works clause forms an
exception - was to benefit authors. Under the
1909 Copyright Act, copyright subsisted in two
twenty-eight-year terms, with renewal available
to the author at the end of the first term. This
right of renewal was intended to allow an author
who had underestimated the value of his creation
at the outset to reap some of the rewards of its
eventual success. That purpose, however, was
substantially thwarted by this Court's decision

in Fred Fisher Music Co. v. M, Witmark & Sons,

318 U.S. 643 (1943). As a result of that
decision, an author might assign, not only the

initial term of the copyright in his work, but

126

ERIC

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

122

also the repewal term. Th.i, a3cignees were ablo
to demand the aasigr. at of hoth terr. at the
time when the value of the coupyrigh e work was

most uncertain,

*"The termination prov.,: .ons of the 1976 Act
were designed to correct this situation. They
guarantee to an authcr or his heirs the right to
terminate a gront and any right under it

'notwithstanding any agreement to the contrary.'

The House Report accompanying the Act explained
that '[a] provision of this sort is needed
because of the unequal bargaining position of
authors, resulting .in part from the impossibility
of determining a work's value until it has been
exploited.' The termination provisions,
therefore, clearly favor authors' interests over

those of grantees such as music publishers,

"By going further than necessary to effect
the goal of promoting access to the arts, the
majority frustrates the congressional purpose of
compensating authors who, when their works were
in their infancy, struck untemunerative
bargains. That such frustration will result is
clearest in the situation, not uncommon in the
music 1ndustry, where an author has assigned his
rights for a one-time, lump-sum bayment. Under
the majority's interpretation of the exception,
the publisher-middleman Qould be free to continue

to collect all royalties accruing during the
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extended ninetoen-year copYright term, and the
author would receive nothing., Whilue my
interpretation of the Exception results I{n the
author's recelving more than he would have
received under the torminated grant, such a
result 18 the very objective of the teriination

provisions,

*To allow authors to recover the full amount
of derivative-works royalties under the Exception
is not to alight the role of middlemen such as
music publishers in promoting public access to
the arta,. Achieving that fundamental objective
of the copyright laws requires providing
incentives both to the creation of works of art
and to their dissemination. But the need to
provide incentives is inapposite to the
circumstances of this case, because the rights at
issue are attached to a term of copyright that
extends beyond what was contemplated by the
parties at the time of the initial grant. In
1940, when Ted Snyder and Mills entered into
their royalty-division agreement, neither party
could have acted in reliance on the royalties to
be derived from the additional nineteen-year term
created by the 1976 Act. In this situation, the
author and the grantee have each already reaped

the benefit of their barcain, and the only

question is which one should receive the windfall

conferred by Congress. The considerations that
should govern the allocation of a windfall are«

not those of ptdvidlng incentives but those of

providing compensation. And the legislative

history of the renewal and termination provisions
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{ndicates a congrenaional purpose to compensate
authora, not thelr grantees, In attompting to
claim for {tnelf the henefits of Lhe dotivat{ive
works exception, Milla beara the burden of
ptoof. In my view, it has fallen far short of

carrying that burden,®

The gravamen of our complaint is that the Supreme
Court majority made the language of the Harry Fox license the

focal point of its decision, hut it misunderstood that lanquage.

The fact is that the language has never been
construed in the music industry as the Supreme Court construed
it. On the contrary, whenever copyright to a musical composition
has changed hands, voluntarily or involuntarily, on notification
of the change Fox has paid royalties to the new copyright owner or
his designee, The language in the Fox license¢ mentioned above has
only governed the frequency of payment and the basis of

calculating royalties,

The clearest illustration is the common Situation
where copyright ownership has changed at the end of the first term
of copyright. If an author has granted to a publisher rights for
only the first 28-year term of copyright, after the first term the
renewal copyright reverts to the author or his statutory heirs (as
defined by the Copyright Act), and they may grant the renewal
copyright to a different publisher, Even though an author may
have granted both initial and renewal term rights to a publisher,
if the author dies before the end of the first term of copyright,
his statutory heirs may renew the copyright and also assign the
renewal tc¢ a new publisher, 1In either case, the consistent
practice of Fox has been t pay all royalties earned after the
renewal to the new publisher. Fox does not issue a new license or

change the existing license; it requires no documentation beyond
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contirmation that tho change {n copyrlagh ownoerihip han noegrred,

ALl munie publiahers aceept and participate {n rhio nravi fee,

In deternining the payee of royaliion, PFox has
followed the provisiions of ¢he statutory compuliory licenae, whone
terms are incotporated In the prox licongn, The atatutory licenno
requires rovalties earned upen “phonotecords mado and dintributed
to be paid to the owner of the muuic copyright at the time of

discribution (17 U.5.C. §115(c); 1909 Act §1(n)).

When the lanquage of the Fox license {a understood
as {t han consistencly becn applied, the major premine of the
Court's decision disappears., If {t is accepted that. as we
contend, the "grants® preserved by the Exception ate the Fox
licenses, there i{s both "a contractual [and] a atatutory haaia for
paying [all] of the derivative works royalties to the Snyders®" (83
L. Ed. 2d at 568). That basis is the compulsory license ptovision

of the Copyright Act, as incorporated into the Fox licenses,

We belive that five Supreme Court justices have
thwarted the will and intent of Congress; and on behalf of all
Creators wWe seek redress., We are pleased that two former
Registers of Copyright and the present Register support our

position.

We only ask this Committee and the Senate to return
to Us what they originally intended: unencumbered ownership of
our revetted copyrights during the 19 years extended term and for
the balance of the life of new copyrights after their 35th year
subject always to the required sending of the Notice of
Termination, and the rights of the record companies and like users

to continue to exploit our crteations,
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Senator Sekers, Thank you, Mr, Welss,

Speaking for myself, 1 do not know that tho issue of congression.
ol intent is o vory dominant one in this hearing, because the Court
how already said what the congressional intent is, and 1 think that
what wo are going to be looking for on this legislation is the state.
nment of public po 0{.

So let me begin with you, Ms. Ringer, where you articulate really
on policy grounds the position that there was nol o bargaining for
the benefit, there was not an expectation of the benefit, and there
wis not anything done to deserve the benefit.

It might help the discussion if you would amplify those conclu.
slons a8 you see the undorlying policy considerations with the spe-
cific cage. Take an illustrative case and run through the factual
context under the Supreme Court’s decision of the case, contrasted
with the way you think it ought to be for the policy reasons you
have stated.

Ms. RiNGer. The Mills case is probably as good an example as
any. Let me say at the outset that I do not in any way take issuv
with what music publishers do. 1 think that they do a lot of good,
and it is a worthy industry, and all that. The fact is that this was a
1923 co’lggright. and in 1923 the Mills Co. expected to get at most 56
years. They bargained for that; they got it. And here we are, way
up in the 1980's, and as Mr. Weiss has very eoffectively pointed out,
the company has passed through many hands. None of those people
that were bargaining then had anything to do with the use of the
work in 1985, or in 1980, or whenever the facts arose in the case.
. The simple fact is that any business—not just businesses involv-
ing copyrights—when it makes an investment, plans how it will get
the return back on that investment. And we, as I indicated in my
statement, looked very deeply into some kind of meaningful
number of years that would ensure that the J)ublisher would get a
fair shake. The publishers themselves agreed to 35 years in 1964,
when this provision was drafted.

Senator Specter. Mr. Kay, what is your response?

Mr. Kay. Well, first I would like to say that we have acquired
several music publishing companies, and we pick up the gauntlet
and run with it to promote and continue to get as much value as
possible out of the songs. What we do, I think, benefits songwriters
and, of course, benefits ourselves.

We definitely are partners in the situation, continue to be——

Senator SpecTer. How about Ms. Ringer’s comment about 1923
and 1956 bring you to 1979, but not beyond?

Mr. Kay. In some of the catalogs that we have acquired, there
are agreements existing that date back well into the first 28 years
of copyrights that do deal with the issue of extension of the copy-
rights. These contracts were negotiated at that particular time by
knowledgeable people on both sides. I believe that publishers and
writers did anticipate an extension in copyright terms, because
U.S. law was so antiquated and has not come in line with the laws
throughout the rest of the world—50 years past the death of the
writer. They certainly did anticipate that there were going to be
extensions in many cases.

So I believe that——

Senator SpecTer. Well, absent an express extension, then what?
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Mr. Kav. Well, again, in my own experlence, for the longth of
time that I have been in this particular business, extension has
hooep antlclrut.od. We have ncquired catalogs based on the pssump.
tion that there would bo an extension of copyright and that wo
would participate in that oxtension. All we ure really asking to
participate in now are thoso derivative works that existed prior to
tho ond of the b6-your torm that wo helped to promote, and wo con-
tinuo to holp to promote.

We will, of course, continue to J)romotu those works into the 19-
f'our terms, and it gets more and more important for music pub-
ishers to bo involved in this aren of promotion of existing copy-
rights or existing liconsed works, because n(;min. one of our major
functions is to keep our catalogs alive and the writers' catalogs
alive, as well.

Senator Svkcrer. Mr. Karp, Mr. Kay presses hard the issue of
pertnership, contribution, merit on the part of his side of it. What
do you think? You had said ecarlior that you thought that was
really not germane, not relovant.

Mr. Karp. I do not think it is relevant, first because the termina.
tion clause unquestionably cuts off the rights of publishers who
invest large, vast sums of money in creating and distributing a
work, whoen it is not a derivative work, but “the” work. They are
cut off after the 56 Xeurs of copyright.

No one bargained a nickel more because they put the phrase in
the contract or any extensions thereof.

I should point out that a music publisher, book pub!isher, or any
other publisher does not have to worry about termination——

Senator SpecTER. Have you ever tried to strike the clause “or ex-
tensions thereof”' and found no argument?

Mr. Karp. No; no one could do it.

Senator SpecTER. No one could do it? Why not?

Mr. KARp. Because they did not have the power to do it.

Senator SpecteR. Did you ever try?

Mr. Karp. Yes, I am sure people have tried.

Senator SPECTER. You have tried?

Mr. KARP. Yes. I tried to take out the clause “and any renewal
thereof,” and a book fublisher told me, “I have never signed a con-
tract like that in my life.” But my point——

Senator SPECTER. And you did not storm out of the room?

Mr. KARe. One of the things I try to point out in my statement is
that there are many clauses that authors in their right minds will
not take, if they have any choice, but they do not have a choice.

Let me make this {)oint, though, Senator Specter. Any music
publisher or book publisher can, if it wants to do what other em-
ﬁ!oyers do, avoid termination by taking on the economic burden of

iring a writer and paying the writer a salary whether or not the
work is successful.

But publishers of books and music do not do that because the
risk is far too great, and therefore it is the author who really
makes the investment and takes the risk. And because the author
does that, the author as an independent contractor becomes the
copyright owner.

This whole debate would be ended if publishers said:
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Fwant this wark forever; therefore, L amy sgresing to hive you, und 1 am golng to
pay you o walary, und whether this book yout spent 3§ yenrs writing i g hit or o flop,
you ean minke 3 100,000 frony iy,
| You will not find a publishor willing to do that, nor a musice pub.

{shier.,

Where thuy do hire writors as employees, they do not hive o ter-
mination clause problem.

Mr. Kay. May I respond, Senator?

Senator Sekerenr. Yes, pleaso do.

Mr. Kav. Wo pay over §200,000 a year in advances and salaries
o writers wo have under contract to support them in their nctivi-
es. We have writers in whom | belleve In that we've been in the
htol?r to the tune of about $50,000 to $100,000; we keep them on
staff,

1 have n writer that | think is wonderful who has been with me
for T years but who hus yet to earn his keep—and I will continue
to believe in him. | have writers who have been fortunate enough
to become millionaires as a result of our combined efforts, and I
have writers who are, as I said, in the hole.

I think that we do support a creative team, and the monoys that
arqtgeneratcd by copyrights, we plow back into helping new song-
writers,

Senator Specter. Mr, Weiss, what is the issue of hardship? We
talk about a balancing of the equities. How has the Mills Music de-
cision impacted in an adverse way, if at all, on writers?

Mr. Weiss, Well, let me start by citing my experience as a song-
writer when I began. There is no such thing as equal bargnininﬁ
power. To begin with, a song is such an ephemeral thing, it is suc
a blind item, I could walk in with “The Star-Spangled Banner,”
and nobody is going to know it until it is out on the market and it
becomes a hit, and people say, “‘Oh, I love that national anthem.”
But before that, nobody knows.

And when I walk in with that song, I cannot bargain with the
publisher and say, “Well, I have got ‘The Star-Spangled Banner’
and therefore I want such-and-such a deal and such-and-such an
advance,” or a bonus. There is no such kind of bargaining power.
Plus the fact that at the end of the period of the 56 years, these
songs—were it not for the new copyright law—these songs would
have gone into public domain. And it was because Congress wanted
the songwriters to finally reach that point of bargaining power—
after 56 years, you would know swhether or not you had a national
anthem on your hands—they decided, well, it is time we gave this
power to the writer at the end of that period.

And we have—forgive me if I use the term—widows, children,
who are supposedly in line to receive this money back. If you want
to call it a windfall, be my guest. But now, with this 5-to-4 decision,
it is kind of an irony, It is like Swiss cheese. We own something,
but we do not own it. It has been given back to us by the Congress,
but there are so many holes in it that we are not going to own it,
because these publishers will continue to claim royalties on those
copyrights. Well, it is a current hardship, but it is going to affect
every song, not only those renewal for those 19 years, but every
song that is and ever will be written by every songwriter. If the
publisher who has it in the first period of time continues to receive
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royalties when the contract expires, then there s no oqunl bargain.
Inig position whatsoever for the songwriter.

Sonator Seecre, All right. Thunk you all very much,

Does anybody olse huve anything they would like to say before
wo conclude?

Mr. Kanr. I would just like to add one polnt. I turn back to hook
l)ubllshhm. because we should not lose almht of the fact thuat this
sine iy not limited to music and composors, nor Is the performance
of one publishor who may bo exemplary——

Senator Seecter. You want to turn back to book publishers. Sen.
ator ((l)oldwutor may have n question for you, Mr, Karp, for the
record.

Mr. Kaur. I would be glad to nnswer it, as long as It iy on book
publishing and not tho defense budget.

The point | was tgolng to make is this: As Mr. Weiss snid, and he
was toeolutely right, there is no equality of bargaining, and as a
result, authors grant rights in porpetuity to publishers~such as
the right to license paperback editions of the author's book. The
author gives that for the life of the copyright. When the publigher
has the right, with its superior bargaining power, it nevor grants
such a license to a papergzck book publisher; it only grants a li-
cense for O or 7 years.

The reason is very simple. Harper & Row has a lot more power,
Random House has a lot more power, than almost any author that
deals with them. They can get much more from the author than
they are willing to give to some other user. And this is true all
across-the-board, and this is what termination clauses were at-
tempting to remedy.

Mr. ORerMAN. Senator, may I add one comment?

Senator SprcTiR. Yes.

STATEMENT OF MICHAEL S. OBERMAN

Mr. OBerMAN. In the course of his statement, Mr. Weiss indicat-
ed that the realities of the music industry were not put before the
courts in the course of the litigation. That was because the courts
were not called upon to make a policy judgment. That had been the
task of Congress. The courts were called upon, and did attempt, to
determine what had been congressional intent. Our briefs in the
Mills Music case set forth at length an explanation of what that
intent was. We have submitted a set of the briefs. And I do submit
that each time one comes back to Judge Weinfeld’s opinion in the
district court, it becomes clear that he attempted, antf I think suc-
cessfully so, to show what had been intended by Congress—a bal-
ancing and accommodation of interests as between creators, pub-
lishers, and other users.

Senator SPECTER. Mr. Oberman, you are representing that the
Supreme Court did not consider the underlying merits of the situa-
tion, but only congressional intent?

Mr. OBERMAN. Essentially so. The case was decided on summary
judgment. There was no factual record developed as to what the
various roles were in the industry. Instead, the parties marshaled
from the very lengthy legislative history what had been presented
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to Congresa in an effort to help the Court determine what Congresa
had understood, considered and intended hy the legislation,

|Submissions of Mr. Obepmun, subsequently subiite. ! b
record, follow:]
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No. 83-1153
In The
SUPREME COURT OF THE UNITED STATES
October Term, 1984

A4

MiLLs Music, INc.
Petitioner,

—against—
MARIE SNYDER and TED SNYDER, JR.,

d/b/a TED SNYDER Music PusLisHING Co.,
Respondents.

On Writ of Certiorari to the United States
Court of Appeals for the Second Circuit

—

RESPONDENTS’ PETITION FOR REHEARING

Respondents request that this Court grant rehearing and re-
consider its decision rendered on January 8, 1985, or in the al-
ternative remand the case to the District Court, because this
-Court’s decision rests on an erroneous factual premise. This case
was decided on cross-motions for summary judgment, on the as-
sumption that there were no material factual issues. However,
industry-wide construction of and practice concerning the li-
censes issued by the The Harry Fox Agency (“Fox”) are con-
trary to this Court’s construction of those licenses.

Respondents contended that the “terms of the grant” which
are preserved by the Derivative Works Exception (17 U.S.C.
§304(c)(6)(A)) are the licenses from Fox to the recording
companies, and that on termination the Snyders stepped into
Mills’ shoes with respect to those licenses. The Court’s principal
reason for rejecting that contention was its finding that if the
Fox “licenses are examined scparately from that earlier grant
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[from Snyder to Mills], they merely require that royalty pay-
ments be made to Mills or to Fox as the collection agent for
Mills” (slip opin. p. 13). Based on that finding, the Court con-
cluded:

“If, as the Court of Appeals held, the Exception limits
the relevant terms of the grant to those appearing in the
individual [Fox] licenses, two rather glaring incongruities
would result. * * * Second, and of greater importance,
there would be neither a contractual nor a statutory basis
for paying any part of the derivative works royalties to the
Snyders. (Slip. opin. p. 13).

“The licenses issued to the record companies are the
source of their contractual obligation to pay royalties;
viewed apart from the 1940 grant, those licenses confer no
rights on the Snyders. * * * The Snyders' status as owner
of the copyright gives them no right to collect royalties
by virtue of the Exception from users of previous author-
ized derivative works.* * * The statutory transfer of owner-
ship of the copyright cannot fairly be regarded as a stat-
utory assignment of contractual rights. (Slip. opin. p. 14).

“The contractual obligation to pay royalties survives the
termination and identifies the parties to whom the payment
must be made. If the Exception is narrowly read to exclude
Mills from its coverage, thus protecting only the class of
“utilizers” as the Snyders wish, the crucial link between the
record companies and the Snyders will be missing, and the
record companies will have no contractual obligation to
pay royalties to the Snyders.” (Slip. opin. pp. 15-16; see
also dissent p. 3).

The Court’s finding appears to be based on the standard
provision in Fox licenses which reads, with minor variations:

“1. You shall pay royalties and account to us as Agent
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for and on behalf of said Publisher(s) quarterly on the
basis of records manufactured and sold;” (JA 26; see also
JA 23, 81).

The fact is, however, that that language has never been con-
strued in the music industry as this Court construed it. On the
contrary, whenever copyright to a musical composition has
changed hands, voluntarily or involuntarily, on notification of
the change Fox has paid royalties to the new copyright owner
or his designee. The language in the Fox license quoted above
has only governed the frequency of payment and the basis of
calculating royalties.

It has been the consistent practice within the music industry
that payment of royalties under Fox licenses has always fol-
lowed changes in ownership of the copyright in the musical com-
position, and has not been restricted to the publisher named in
the license. This is true whether the: change in ownership was
voluntary or involuntary, by assignmunt or by operation of law.
Thus the clause is understood to require payment of royalties
to the copyright owner, whomeve: he may be, when the royalty
is generated.

The clearest illustration is the common situation where copy-
right ownership has changed at the end of the first term of copy-
right. If an author has granted to a publisher rights for only
the first 28-year term of copyright, after the first term the renewal
copyright reverts to the author or his statutory heirs (as defined
by the Copyright Act), and they may grant the renewal copy-
right to a different publisher. Even though an author may have
granted both initial and renewal term rights to a publisher, if
the author dies before the end of the first term of copyright, his
statutory heirs may renew the copyright and alsc assign the re-
newal to a new publisher. In either case, the cousiscent practice
of Fox has been to pay all royalties earned ait:r the renewal
to the new publisher. Fox does not issue a new liccnse or change
the existing license; it requires no documentation beyond con-
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firmation that the change in copyright ownership has occurred.
All music publishers accept and participate in this practice.

In determining the payee of royalties, Fox has followed the
provisions of the statutory compulsory license, whose terms are
incorporated in the Fox license. The statutory license requires
royalties earned upon “phonorecords made and distributed” to
be paid to the owner of the music copyright at the time of dis-
tribution (17 U.S.C. §115(c); 1909 Act §1(e)).

In short, although the Fox license form modifies the statutory,
“self-executing” compulsory license in such respects as frequency
and rate of payment of royalties, it does not modify the provi-
sions of the statutory compulsory license as to the recipient of
royalties.

To put it another way, the term in the Fox license that has
governed the payee of royalties has been the language which
incorporates the provisions of the statutory compulsory license
(e.g., JA 23, 26, 81); designation of Fox “as Agent for and
on behalf of said Publisher(s)” has been treated by Fox and
by music publishers as merely descriptive of Fox’s role, and not
as an exception to the statutory provision under which the right
to mechanical royalties follows the music copyright. For this rea-
son, as the respondents have contended, upon termination the
Snyders stepped into Mills’ shoes with respect to the receipt of
royalties under the Fox licenses.

When the language of the Fox license is understood as it has
consistently been applied, the major premise of the Court’s de-
cision disappears. If it is accepted that, as we contend, the
“grants” preserved by the Exception are the Fox licenses, there
is both “a contractual [and] a statutory basis for paying [all} of
the derivative works royalties to the Snyders” (Slip opin., p.
13). That basis is the compulsory license provision of the Copy-
right Act, as incorporated into the Fox licenses.

The facts as to the practice of Fox and of the music industry
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are described in the annexed proposed affidavit of Lewis M.
Bachman, Executive Director of The Songwriters Guild, based
on his 25 years of experience in the music industry, as an ac-
countant and as representative of both music publishers and song-
writers. Mr. Bachman has reviewed and approved his proposed
affidavit; and respondents offer to submit such affidavit, exe-
cuted by Mr. Bachman, in this Court or upon remand. More-
over, we do not believe there can be any dispute as to the facts
he describes, and we are confident that if inquiry as to those
facts is made to Fox, they will be confurmed by Fox itself.

Fox’s construction of its licenses supports respondents’ posi-
tion and is consistent not only with the terms of those licenses,
but also with prior judicial construction of copyright licenses.
In April Productions, Inc. v. G. Schirmer, Inc., 308 N.Y. 366,
126 N.E. 2d 283 (1955), the New York Court of Appeals held
that even though a publisher of a musical composition agreed
to pay royalties without any time limit to the party from whom
the publisher obtained the rights, its royalty obligation to that
party ceased at the end of the first term of copyright, when
ownership of the renewal copyright passed to the writers’ stat-
utory heirs. Thereafter, the publisher was required to pay only
the owners of the renewal copyright or their assignees. The April
Productions holding and its implications for the entire question
of derivative rights were well understood by the draters of the
1976 Copyright Act. See Ringer, “Renewal of Convright,” 86th
Cong., 2d Sess., Copyright Law Revision, Studi:- nrepared for
the Subcom. on Patents, Trademarks and Copyr . of the Sen-
ate Judiciary Committee, Study No. 31 (Comm. Jrint 1961),
168.

The facts as to the meaning of the Fox license language were
not discussed in the lower courts or in the briefs before this
Court because they were not material under the approaches
taken below. Neither the District Court nor the Court of Ap-
peals rested its decision on the Fox licenses’ designation of Mills
as “publisher”. And in this Court, Mills itself stated, “Mills does
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nat rely or need to rely on lts licenses to the record com-
punies . . ." (Petr’s Br., p. 20).

1-or the reason stated above, respondents respectfully request
that this Court grant rehearing and reconsider its decision or in
the alternative remand the case to the District Court.

February 1, 1985
Respectfully submitted,

HaroLp R. TYLER, JR.

(Counsel of Record)

PATTERSON, BELXNAP, WEBB
& TYLER

30 Rockefeller Plaza

New York, New York 10112

(212) 541-4000

Attorneys for Respondents

FReDERICK T. DaAvis

RoperT P. LoBue
FREpERICK F. GREENMAN, JR.
LINDEN AND DEUTSCH

Of Counsel
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PROPOSED AFFIDAVIT

STATE OF NEW YORK
COUNTY OF NEW YORK %

Lewis M. Bachman, being duly swurn, states:

1. I am Executive Director of The Songwriters Guild (for-
merly known as the American Guild of Authors and Composers
and the Songwriters Protective Association). I make this affi-
davit in support of Respondents’ Petition for Rehearing.

2. Thave been engaged in the music industry for more than
25 years, successively as an accountant, as a representative of
music publishers, and as a representative of songwriters. As a
Certified Public Accountant and an employee of Kalish, Rubin.
roit and Co., C.P.As, I audited music publishers from 1959
through 196S. From 1966 through November of 1972 [ was As.
sistant Controller and then Controller of The Aberbach Group
of Music Publishing Companies, comprising approximately one
hundred domestic music publishing companies. From Decem-
ber 1972 to the present I have been Executive Director of The
Songwriters Guild (“the Guild"). In the latter position, I have
represented not only songwriters, but also approximately one
hundred publishing companies owned by members of the Guild,
as part of the Guild's Catalog Administration Program.

3. Throughout my career I have dealt continuously with The
Harry Fox Agency (“Fox"). I am quite familiar with its prac-
tices concerning the payment of mechanical royalties (i.e., those
derived from the manufacture and sale of phonograph records
and tapes). [ have also discussed those practices with others in
the music industry upon innumerable occasions. My statements
in this affidavit are based upon my knowledge of these practices,
derived through my 25 years of professional experience.

4. Iam familiar with the language in the standard Fox “me-
chanical” license form issued to record companies, which states,
with slight variations:

“You shall pay royalties and account to us as Agent
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for and on behalf of sald Publisher(s) quarterly on the
basis of records manufactured and sold.”

That language has never been understood by Fox, by music
publishers, or by others In the music industry to determine the
party to whom Fox pays mechanical royalties, when copyright
to the musical composition changes hands. Instead, Fox has al-
ways determined the payees of such royalties on the basis of
ownership of copyright in the music.

5. For as long as I have been engaged in the music in-
dustry, it bas been the practice of Fox that, when it is notified
that ownership of copyright in a musical composition which is
the subject of a mechanical license has changed hands, the royal-
ties earned after the change of ¢+ nership are paid to the new
copyright owner or his designee. This is true regardlcss of the
reason for the change in ownership. In particular, it is true 3:-
gardless of whether that change takes place by assignment or
by operation of law.

6. As an illustration, when copynght ownership changes at
the end of the first term of copyright because the owners of the
renewal copyright assign the renewal to a new publisher, the
standard practice is for the new publisher to notify Fox of the
change. Fox then contacts the old publisher to confirm that the
change has taken place. Upon confirmation or other determina-
tion that. the ownership of the copyright bas changed hands,
Fox then pays all mechanical royalties earned after the renewal
to the new copyright owners, pursuant to the mechanical li-
cense entered into by the prior music publisher. It does not mat-
ter that the licenses under which those royalties were earned may
have been issued long before the renewal and may name the old
publisher; royalty payments after renewal are governed by owner-
ship of the music copyright.

Lewis M. Bachman
Sworn to before me this

- dayof ____ 1985
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tlonorabla Arlen Opecter
United Otatos Genato
Washington, D.C. 20510

Rt 3, 1184
Pear Genator Jpectert

I vory much appreciated your coutteny in pormitting me
to joln bean Kay on the panel of November 20, 198% ai: to

participate in the discusslon on 3. 1184,

I write to elaborate on the subject I briefly addreased
at the heoaring =~ the treatment of Congresalonal intent in the

Mills Music opiniona. I highlight below those portions of the

opinions and briets in that case which discuas Congress' intent,
in enacting the Copyright Act of 1976, to accommodate a varlety
of interests. I then add a few observations about the reach of

the Supreme Court's decision in Mills Music and about the bill.

I vespectfully request that thig letter be made a part of the

hearing record.

Congressional Intent

Withesses who testified at the hearing In favor of the
bill argued that the Supreme Court had misinterpreted the intent
of Congress in enacting the derivative works exception and ucrged
that pagsage of the blll was necessary In order to make certain
that the intent of Congress will be carried out. In my view,
this la a faulty starting point, for two reasons. Flrst, the

intent ascribed to Congress simply ls not reflected in the
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legialative Nlatoryy it ta lpacourate to aoncluds that passage of
the bijl woulg advance a olear mandate ot an sarlisr Congresn,
fuound, In Any event, Congress may at thid junoture =~ suhject to
the Conatietutiopal 3lmjtations ddencifled by the Heylster ot
Copyr bttty -~ deolda what the law should he, irragpeotive uf what
may have Lecn Intended fur the Copyrlght Act ak an sarlier

point.  Recagniging that the wubjeet of prior Conyresslonal
Intent may he af little consaquence in the prfesent hearing, |
nonethelens now turn to it, simply to respond to other sub-
minnlona, For the policy insues to he conaldervd, § refer to Mr.
Kay'n statement and tastimony, which show why no change {n the

law i35 inlicated,

The Supreme Court lound, as had the District Court, that
Congresna had not intended to exclude mualc puhlishera from a
continuing participation in mechanical royaltliaa generated hy
pre-termination sound recordings prepared under license trom
them. Instead, hoth Courts concluded that a continued sharing of
royalties reaults from an attempt by Congress to balance and
accommodate the needs and interosta of authors, publishers and

other users, See Milla Munle, Inc, v, fnyder, 105 3, Ct, 610,

650 n.41, 651-52 (1985); 543 F. Supp., B44, 857-61 (S.D.N.Y.
1982) .,

The District Court and Supreme Court majority palnstak-
ingly reviewed and welghed the extensive presentations made
betore Congreps between 1965 and 1976 by music publiahers and
songwriters on thelr respective roles and thelr relationship.
Those presentations, which informed the Congress that enacted the
der {vative works exception, are entirely consistent with the
testimony recently glven by Mr. Kay. Both music publishers and
songwriters affirmed the important function played by music pub-
lishers in supporting creative talent and in promoting musical
compositions. Some of these presentations were marshalled in the
maln brief for petitioner (at pages 32-35). The Supreme Court

specifically referred to portions of this testimony in reaching

its declsion., 105 5, Ct, at 649 n.37. These presentations lent

power tul support to the conclusion that Congress should not be
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duemed 1o have intended the secduaion ob wdobe pabdtehoia tioom
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o adddefon vo reviewing the specile presental foia on
the partnefahip betwesn ausio publjshess and camposers, and i an
et tort ts detarafne how Condiana (ntended tha der lvat ive wayka
gurapl o Lo apply Vo thuba qrodpa, the Cousta atdan canadblaged a
mofe gqeneral quoeatinng whi was to be fiafta b b ted Ly thy dag fvat (v
wirky escaption and, even mora junatally, hy the Copytight Ace?
fhoue wha erfticize the Hills Mas(e decjaton say thar the Hupreme
Court migaed the haos - tarpose of Che 1976 Act, which they aay
wad Lo favor authore,  HoweVer, the legialative hiutory of the
Act =« a4 the pletrelel Coure and majorlry opinlond demonsttato --
revualn no such alngular purpose,  on the contrary, the logiula-
tive hidtory confirma a Conjgreaalonal revoqnitliom that the jros

ern of vpeating and diaseminat tn) woths pnvolves a variety of
patticipanta apd a Congresuslonal Intent to crteate sultable {ncens
tives for all pacticipants In tria process, See 1 % 8. Ct. ar
6501 Belof for Potitloner at 17-39, A3 Judjo Welnfold guccinctly
ntatedi

[The gongweiter's hoira) prous that Congtusy

extonded the renewal torm of copyright for 19

additional yearn [or the 00le beparfit of

authora, and Ltas recapture under the terminas

tion provinsions was {ntended to confer upon

suthors the exclusive benetit of the oxten-

slon.

It may readily be acknowledged that the
extension perlod Is (ntended to bonefit the
suthor, "the fundamcntal bencficlary of copy-

right under the Constitution.,” Protection of
authors and thelr dependents |a one of several

— e =

. In reaching the conclusion that music publishera are not
excluded from the scope of the derivative works exceptlon,
the Courts did not adjudicate the respective rol:3 of song-
weiters and music publishers in the muslc Industry. Aa
Justice Stevens noted, "[als a matter of fact -- or ol
judiclal notlce -- we are {n no position to cvaluate the
function that each music publisher actually perforrm: in the
macketing of each copyrighted song." 105 §. Ct. at 651,
This was a case of statutory construction, aided by findings
on Congreasional intent. The controvVersy was submitted to
the District Court on cross-motions for Summary judgment
predicated on stipulated facts; the parties agreed not to
litigate how the industry actually worked. See Joint
Appendix at g83. For this reason, there was no factual basis
in the record on which to dlsmiss music publlishers as “merc
middlemen,” as dld the opinlon of the Court of Apneals and
the dlssent {n the Supreme Court.

149



146

Teisang sPe S fially ddentificd an tee oo
Wikied pwprniita A iekpeangbieg Lha V376 ACt g
taagthaniing vhe dusatjon of vy ight,  ine

al JuAants fui yianting adtlaia 4 signt ot
Lusminakl. 4 ate uhdjactuljivd as buiiy eape-
Vidbly pessdasive 4 ta thae watlended teia,
since {8 Feprasents &4 Cukpletdly fev prupuliy
S Lght,  Howayaj, this Jdocs aut wedii thay
aythary vaye intended to e bhe wevldsiye
funefioiarive 0F LEe wat®RIIOA, O Che -
tsary, she dpatute and jts ledinjative hiatirgy
vleasly avidence that, whaie the authiosr hag
sudjdned hiad Copysight, Congiees jatended tuat
i spwvibfied ajtuatfous the henetits ut tha
aytotaioy he atidped, Thia iutent 4 wani-
foated iy the v-({ {derivative wibby] Eeavep-
Tdomty A 2apreds Limisat bon upnny St fdyead 330
b rdghee Lo adthiof e ujket tardiaatien, the
[hairat) claim that the belainatyan pooviatons
conter the entifs Lensflt of the eslenal.oi
ity adtiuela Alune Bleply VJlnies the Ceceg-
Tlone 3 13 a8 wmuch a part ur the statyte ag
13 the glyht of gaversiun, They ale iPaog i
alila,

The facm]ubitel’s hojtol alou jynige
Caprded atatesents bn the jejlslative tiystay
PnCating that the Ler®minAtian piuvialaas
sopesent an acCukmadatism b the vartiua
fntetvats {ayalved., Thedo olatawetle al w
that while The praoviatonsg are fntendel t o
Denefit authote and thels tanilies by giving
thes an nppn;lunlty Ta shiate 4n the tenelf ity
ol the gitendad toim, thel nldjoetls walo
ald0 FaUayRLEad. The atalemonts Tuls 3 cais
alitent theme thraughaut the Wizt uy,

G4 PO Suppe At 837258 (foatnotes veltted) ., Jee alaoe (4, st Bha-.

6.
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hag been made In thils neaving atiiut lagialative {rntent way
aldrenged by Jadge Hofnleld L Win axhayative teview of e

taglalative hlwtory,®

Two of the witnessrs who appeare) at the hearing,
Darhara Ringer and lrwin Karp, drew on thelr own {nvolvemsnt in
the pre-leqislative hiatory of the 1976 Act -- that i1, ths pre-
liminary drafting efforta that precedsd Introduction ot *in
Congreas == to support thelr positions on Cangresalnna® 'n. at,

They state that music publishers were nat to henafit from the

» It has Leen noted that 7 of the 1) judjes who conasjdered tae
Mills Muslc case ruled ajalnst Mills, Such judicial nage-
counting 15 of little value, The law of the 1and s a1 the
Supreme Court majority finds lt., On the sudbject of Canjres-
sional intent, the District Court opinion is, by far, the
M.t exhaustive analysis. The Court of Appeals opinioen, in
sharp contrast, makes little reference to what waa actually
sald by or to members of Congress.
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exception. Since the hearing, however, another partliclipant {n
that process, Richard Colby, has submitted a statement which
reaches the opposite conclusion. It would serve little purpose
at this Stage to survey those who worked with, or within, the
Copyright Office as a proposed bill was prepared for submission
to Congress. To the extent the Intent of Congress prior to
enactment of the 1976 Act is viewed as significant in the consid-
eration of the present bill, the legislative history should co~-
trol, rather than the varied personal recollections of what
occurred two decades ago. See also 543 F. Supp. at 863-67 (find-
ing no meaningful support in the pre-legislative history for the

songwriter's heirs' position).

This subject of Congressional intent should not be con-
cluded without reference to the language of the derivative works
exception. The Supreme Court majority, as well as the District
Court, attempted to read and construe the words of the exception
as written, without torturing them. 105 S. Ct. at 646-47; 543 F.
Supp. 853-55. The Court of Appeals and the Supreme Court dis-
senting opinions embraced policy arguments, with far less con-
slderation of the actual words enacted. 1In the end, perhaps the
clearest indication of Congressional intent comes not from the
legislative history bu: from the legislative directive -~ the
statute itself. And the plain words of the statute enacted in
1976 -~ in sharp contrast to the language now offerec to amend

the law ~~- support the continued sharing of royalties.

The Reach of Mills Music

some of the witnesses who testified in favor of the bill
arqued that, unless Mills Music is overturned, the termination
right will have been rendered ineffective. The argument fails to
measure the true reach of either Mills Music or of the derivative

works exception.

The 1976 Act gives an author and his helrs a valuable
right upon termination: to regain control over the copyright for
all future exploitation. But this reversionary right, by f{ts

specific terms, {s made subject to an Iimportant limitation =-- the
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decivative works exception. With respect to pre-termination
derivative works made by another, an author's compensation is not
to be enhanced upon exercise of the termination right; the status
quo is preserved, cven i it reflects an improvident grant by the
author. Thus, it is undisputed that if an author conveyed to a
motion picture producer the screen rights in a novel for a one-
time lump sum payment, the author and his heirs will receive
nothing more upon termination =- no matter how successful .r
long-1lived thc motion picture that was made from the novel. This
is how the exception was intended to work. See 543 F. Supp. at

861-62.

1t is important to emphasize that Mills Music does mt

bear on the primary right encompassed by termination: the recap-
ture of a copyright for purposes of future exploitations. The
author who long ago conveyed motion picture rights in his novel
for a lump sum will still regain the sequel or remake rights,
even though he can never renegotiate his deal with respoct to

a pre-termination motion picture made from his novel. A song-
weiter who all along has received 50 percent of the royalties
generated on sound recordings licensed by a music publisher will,
after termination, have complete control over new sound record-~
ings. Additionally, the songwriter gains control over new print
uses of the song. Thus, it is linaccurate to suggest that, unless
Mills Music is reversed, the termination right is of no value.
The legislative history and the language of the exception show
that the derivative works exception was a limitation on the right
of termination, and that the benefits to an author upon termina~
tion come from new uses of his work, not from pre~termination

derivative works.

Had Mills Music -- as grantee of the copyright in "wWho's
Sorry Now" from Ted Snyder -- itself made sound recordings, under
the derivative works exception Snyder or his heirs would not have
the right to renegotiate the terms of the deal with Mills
Music. By the same token, where the initial grantee has sub-
licensed the right to make a derivative work, the author has no

right to increased income from utilization of the pre-termination
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derivative work beyond the terms of his grant under which that
derivative work was made. There Is no baols {n the leglslative
hlagtory to guggest that Congress intended any other result, 105
S. Ct. at 645, 649-50. On the contrary, the standard practice of
the music {ndustry -~ {llustrated by Mills Music -~ does not
present the type of "unremunerat{ve® transfer the termination
right was [ntended to remedy. Sece Brief for Pet{tlioner at 44-
45. At all times, both before and after termination, the author
or his he{rs) recelves 50% of the royalties derived from the

utilizat{on of sound recordings licensed by the mus{c publisher,*

Perhaps recognizing that the 50-50 arrangement of the
music {ndustry does not provide a compelling case for remed{al
legislation, several of the witnesses who testified {n favor of

the bill referred to the effect of Mills Music outside of the

music industry. 1t was suggested certaln authors would -~ {p
other gituations -- be severely prejudiced. But these sugges-

tions reflect overstatements.

Agaln, to the extent an author makes a grant to the
utilizer of a derivative work (such as the motion picture p-o-
ducer), the term{nation right does not undo the author's grant.
Mills Music has no bearing on that situation; the proposed bill

would not help the author. Mills Music only applias when an

author conveys a copyright or rights thereof to a grantee yho in
turn sublirenses the right to create and utilize a derivative
work. Such licensing occurs routinely in the music industry,
where routinely the author's share of the royalties {s 508. No
spez{fic examples have been, as yet, offered which reveal an

author being disadvantaged by an unremunerative grant {n a si{tua-

—_—

* Some suggestion has been made that 50-50 was not the standard
practice, The arrangement in Mills Music, portrayed {n the
stipulated facts as standard, provlded for the even division
of royalties between the publisher and each of the three
songwriters. 543 F. Supp. at 847. This standard practice
has also been presented to Congress {n the past. See Brief
for petitioner at 30-31.

In his statement, George David Weiss states that the gross
royalties received by Mills Music from "Who's Sorry Now" for
the years 1970-80 were $142,633; {n fact, Mills conveyed 50%
of these royalties to the songwriters., See Joint Appendix
at 35.
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tlon that io covercd by Mills Muslc and would be covered by the

bill.

To legislate in order to remedy unopecifled evils out-
slde the music industry seems hardly warranted, especlally where
the bill could create new uncertaintles. As construed by Mills
Music, the 1976 Act preserves the gtatup guo with ruspect to the
utilization of pre-termination derivative works; grants made by
authors and sublicenses made thereunder are unaffected by ter-
mination. On the other hand, the bill, if enacted, would super-

sede portions of contractual relationships, leading to per .aps

il.ogical results. S5ece 105 S. Ct. at 647.*

Those urging the bill's passag: should be expected to
present a more detailed depiction of actual multiple grant
arrangements outside the music industry that are implicated by
Mills Music and that would -- and should, for policy reasons =-
be affected by the bill., If the status quo is to be undone, the
consequences should be understood in advance. Proposed legisla-
tion that would transfer "all royalties"” to an author could wreak
havoc where multiple arrangements were made for allocations of
royalties, particularly if the new law required a differentiation
among the roles played by participants in the creation of a
derivative work. The words "middleman" and "entrepreneur® have
been projected in the Mills Music litigation and in this hearing
in an effort to define who, from the author's point of view,
should be excluded from a sharing in royalties. But if actual
arrengements in the enterc:ainment industry are examined, it is

nost likely that the proposal to depart from the status quo =-- in

The decision of the Supreme Cour: was based, in part, upon
the interrelationship between the contractual arrangements
entered by Snyder with Mills and those of Mills with record
companies (the latter being . so-called "Harry Fox
license"). The Court found that continued payment of any
royalties to Snyder's heirs denended on the continuation of
both agreements. 105 S. Ct. a* 647-48. Mr. Weiss contends
that the Supreme Court misconstrued how the Harry Fox license
should be read to conform to industry practices; he argues
that, even if the Snyder-Mills grant is extinguished, the
record companies' payments would flow to the Snyders. This
precise argument now made by Mr. weiss formed the sole basis
of a petition for rehearing subritted to the Supreme Court:
the petition was denied withonut dissent.
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ordwr to deny royalties to "middlemen® and “entreproncurp® ~-
would rilse a host of losues and potentlal litlgations. Seo
Briof for Petitioner at 31-32 (discunsing implications of deci-

slon to motion plcture and book publishing indusotries).
Conclualon

In oum, I respectfully submit that the legislative
history, properly we.ghed and evaluated, does not reveal elther a
single-minded i{tention to favor authors to the detriment of all
other particlipants In the cteatlve process or to deny music pub-
1ishers the beneflit of the derlvative works exceptlion. For this
reason, music publishkers do not bear any burden of showing that

the proposal to reverse Mills Mualc is unfalr or unwisa.

Instead, the most appropriate question 1s whether, in light of
the lengthy and dellberative process that led to that package of
accommodations known as the Copyrlight Act of 1976, Congress
should now rewrite one amall portion of the law and disadvantage
music publishers, in order to redress inequities that remaln
unprover and without consideration of the potentlal consequences

outside che music industry that remaln undefined.

Respegtfully yours,
&
b /.,/r'./r, _/1"-“'
Michael S, Oberm::-‘_\‘\\h\\\\N

155

ERIC

Aruitoxt provided by Eic:



161

Mr. Deutsch. Senator, I am not going to extend this hearing,
other than to say we have covered this fully in our presentation to
the committee, 1t is not the congressional intent, but facts of the
music publishing industry, which the Supreme Court raised on its
own, never covered in our briefs, but that is more fully covered in
our submission to the committee.

Thank you.

Mr. Wess. Finally, I would like to say that if we are talking
about Judge Weinfeld, we must also recognize that 7 out of the 13
honorable judges were on our side.

Senator SPECTER. Thank you all very much.

[Whereupon, at 11:02 a.m., the subcommittee was adjourned.)
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ADDITIONAL SUBMISSIONY FOR 1. \_CORD

RICHARD coLBY
ATTORNEY
19653 Valdez Drive
Tarzana, California 91356
818) 996-7217

November 20, 1985

Senator Charles McC. Mathias, Jr.

Chairman, Subcammittee on Patents,
Copyrights and Trademarks

Ocnmittee on the Judiciary

United States Scnate

Washington, D.C. 20510

Dear Senator Mathias:

I am honored to accept your invitation to submit this Written
Statement of my views in connection with the Hearing to be held by the
Subcormittee ¢(n November 20, 1985, on S. 1384 (99th Cong. 1lst Sess.),
the proposed Copyright Holder Protection Act introduced by Senator
Arlen Specter on June 27, 1985. The Bill would prospectively reverse
the rule in Mills Music, Inc. v. Snyder, et al., 105 S. Ct. 638,

224 uspQ 313, 53 U. S. Law week 4035, W mg subdivision (7) at the
end of Section 304(c) (6) of Title 17 of the United States Code, the
Copyright Act of 1976, P.L. 94-553, 90 Stat. 2541-2602, as amended.

Section 304(c) (6) (A) and new subdivision (7) would together read
as follows:

304(c) (6) (A). A derivative work prepared under the authority

of the grant before its termination may continue to be utilized

under the temms of the grant after its temmination, but this

privilege does not extend to the preparation after the
termination of other derivative works based upon the copyrighted

work covered by the terminated grant.

(7) Notwithstanding any other provision of law, where an
author or his successor, as defined in subsectian (c)(2),

(153)
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hag exereised a right of tomination pursuwant to thin scction
and a dorivative work continues to bo utilized pursuant to
mboection (c) (6) (A) of this section, any right to royalties
from the utilization of the derivative work shall revert to

the person exercising the termdnatio. right,

1 am generally mware of a similar Bill rending in the House of
Representatives, H.R. 3163 (99th Cong., 'ci Sess., Aujqust 1, 1985) by
Congressman Howard L. Berman of California. I will have occasion in
this Statement to refer to Mr. Berman's roemarksa, as reported in the
Congressional Record when introducing his Bill.

I am a member of the California and New York Bars; Adjunct
Professor of Law at Pepperdine University School of Law, Malibu,
Califomia; Chalrman of the Copyright cammittee of the Intellectual
Property Section of the State Bar of Califomia; Chairman 1982-85 of
various Copyright Subcammittees of the Patent, Trademark and Copyright
Section of the American Bar Association. I have formerly been employed
in the Legal Departments of various motion picture campanies, music
publishing and record campanies, and a broadcasting campany, but am
semi~retired at present,

I am not acting on behalf of any organization with which I am or
have been assoclated. I am submitting these views solely in my
personal capacity, at the invitation of the Committee. I attach to this
Statement a three page list of my Published Writings, including, at
items 8 and 20, my Written Statements and Testimony before the House
Camittee on the Judiciary in 1963, and before Senate Camnittee on the
Judiciary in 1942, on the drafting of the Copyright Act of 1976, and
on a Bill, S, 2044 (97th Cong. 2d Sess.) which would have amended the
1976 Act.

I believe that Mills Music v. Snyder was correctly decided by the
Supreme Court on Janvary 8, 1985. I will assume that the Camittee is
familiar with the 5-4 Opinion for the Court by Justice Stevens and with
the Dissenting Opinion by Justice White, I shall also amit any comment
at this tire on the language of the Bill, although I have same doubt
that the words “shall revert" are satisfactory with respect to the
“royalties" or payments that would otherwise be made by contract --

the "grant" referred to in section 304(c) (6) ().

I also expect that the witnesses before the Cam’ttee, and other
Written Statements being filed with the Committee, will adequately present
legislative arguments supporting or opposing S. 1384 or supporting or
q:posg:g the Opinions in Mills Music v. Snyder, on legal and business
grounds.

Rather, I hope in this Statement to present useful views based on
my participation in the development of the Copyright Act of 1976
("1976 Act") during the early years of that development during 1962
through 1965, and based on my experience in the years I have practiced
law under the 1909 Act and the 1976 Act.

I shall first address the "original intention" of the drafters of
the 1976 Act. As noted by Congressman Berman at pages E 3783-3784 of the
daily Gongressional Record for August 1, 1985, Barbara Ringer, Register
of Copyrights at the time of the final drafting and enactment of the
1976 Act, testified about Mills Music v. Snyder at the Hearing in April
1985, before the Senate subcamittee on Patents, Copyrights and Trademarks.
Ms. Ringer said in part that:

The Mills case is not what Congress intended,
and ... it represents a windfall for publishers
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at tho oxpenno of authors and thoir familles ...
Tho Supromo Court declsion soriously undorcuts
what Congreas intonded and depriveon authors of
benefitn that aro rightfully theirs.

Mi. Ringer also submittod a Writton Statement aftor that Hearing in
which sho writes thats

It {8 no secrot that 1 was tho author of thic
provision in queation, i{n the scnoe that it was
my pen that drafted the language. Tho amtut
of the termination provisions had been hanmored
out following lengthy debates and discussions,
although the compromises had been reached and
the issues effectively settled before Congress
took up the question of general revision of

the copy zight law in formal hearings.

As one of those who participated in those meetings and learings in
vhich the termination provisions "had been hammered out following lengthy
dcbates and discussions (at which) the carmprumises had been reached and
the {ssues effectively settled," perhaps I can offer samo light on tho
underlying legislative history and intent of Congress.

My views in this regard have previously been published in part in
my article entitled Helen Sousa pbert, Mary Baker Eddy and Otto Harbach —-
The Road to a Copyright Term of Life Plus Fifty Years, 6 Camunications
and the Law 3 {No. 3, June 1984), also published in 10 New Matter 2
(Jourmal of the Intellectual Property Section of the State Bar of
California, No. 1, Spring 1985). I attach a reprint of my article for
inclusion in the Transcript of this Hearing, for the convenience of the
Camnittee.

The heart of my understanding of the intent of the Congress is that
the "status quo" should be maintained with respect to all contractual

arrangements atf the continued utillzation of the app e
derivative work, t a sound recording or a motion picture -~ "under

terms of the grant."

This analysis is ably set forth in the Briefs for Petitioner Mills
Music to the Supreme Court: Main Brief at 47, Reply Brief at 3, 5, 7
(in footnote 4) and on page 1.

In my opinion, the 94th Congress which passed the 1976 Act had the
same intent as the 87th Congress which adopted P.L. 87-668, the first
Qopyright Term Extension Act of 1962. This intention was expressed in
the House and Senate Reports supporting P.L. 87-668, quoted at length
in my Helen Sousa Abert article to the effect that:

Existing contractual arrangements ... will not be impaired by
this interim extension; the status quo will be maintained for
all persons having an interest in these copyrights, H.R. Rep.
No. 87-1742 at 2 (1962).

The Report of the Senate Judiciary Committee, Sen. Rep. No. 87-1888
at 2 (1962) is to the same effect.

This intention as to the 1976 Act was noted in Justice Stevens' Opinion
for the Court in Mills Music v. Snyder, at the text of his Opinion
accanpanying note 40:

The "terms of the grant" as existing at the time of termination
govern the author's right to receive royalties; those terms are
therefore excluded from the bhundle of rights that the author may
seek to resell uninpeded by any all-advised prior camnitment.

Thus, I conclude that the "original intention" of the 94th Congress

15y
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wat the aane i that of the 07th Congrons, and, romect fully, that haibars
Wnger's udmutanding of the "capramison hametwd out ol lawlig Jenathy
debaton and diacussfons” {8 "ono on which rvanonablo mnds may woll difter,”
to quote tho Court of Appealn in thiy case, 720 I, 2d 13) <@ 735,

I will concluds thin Statemont with a brief cament on current
rractiaeg, ag 1 underatand tham, In tho motion picture induntry an to
the aues inuing distribution of sudi dorivative workay ninas tho Bill,

e 1384, v ld affoct all fonm of dorivative works, inelwling notion
pioturen, wnd not only round recordings which are the subject of Mlln

Mule v. snydor.

Yy geroral viws, rummarized bolow, on tho continuing distribution
' slorlvative works are to bo net forth in ny new article entitled:
ROUAMER Revisited: "Roar Window," Copyright Reversions, Nencwals,
Torndnations, bDeravative Works and Fair Use, boing published in the
March 1986 j1asuo of Peopperdine Law Roviow. when publiched, T will be
pleaged to rend a reprint to you for tho use of tho Cammittcc.

The 1963 licarings of tho Panocl of Copyright Consultants to the
Library of Congress roflect the {industry practices being addresscd by
this legislation, including my testimony at the 1963 Hearings cited at
footnoto 73 of the Opinion of tho District Court in this case by Judge
Edward Weinfold, 543 F. Supp. 844 at 860, also quoted in Copyright lim
Revision Part 3 at 278-81 (a 1964 Print of House Camittoc on the
Judiciary) s also sece Qulby, Sane Essentials in Oopyright pevision for
Motion Pictures, an Addreus to the American Bar Assoclation Section of
Patent, Trademark and right Law, 1963 Section Proccedings 72, and
11 Bulletin of The Copyright Society of the U.S.A. 19 (1963).

That the "Exception" clause in question was meant to impact motion
picture derivative works, see the discussion in footnote 34 of Judge
Weinfeld's “characteristically thorough opinion" at 543 F. Supp. 844
at 852-853, 720 F. 2d 733 at 734. Experience also teaches that a motion
picture grant fram an author may be reassigned, perhaps several times
depending on financing arrangements, to the ultimate producer of the
motion picture derivative work. Each motion picture rights assignor may,
and will frequently, invest heavily of its money and creative talent to
help get the project on the screen. Those intermediate and usually very
cawplex financlal arrangements (sametimes called tum-around arrangements)
need not directly concern the author of the underlying novel or play or
script, who locks to his original two party contract (whose payment
obligations may have been assumed by the subsequent assignees.)

This is as comon a situation in the motion picture industry as in
the music publishing and record manufacturing businesses. See the
discussions of these relationships in Judge Weinfeld's Opinion, 543 F.
Supp. 844 in note 88 and 862 and 863, and in the Opinion of the Court
of Appeals for the Secord Circuit in this case, 720 F. 2d 733 at 742.

That the results argued for, and proposed in S. 1384, could lead to
unintended results, sre M. Nimmer, 3 Nimmer on Copyright section
11.03 (B) at page 11-18.5 (1985), and Professor Nimmer's By ef to the
Second Circuit Court of Appeals in this case on behalf of National Music
Publishers Association as Amicus Curiae at pages 10-11.

. I would conclude, as did Judge Weinfeld, that the result achieved
in Mills Music v. Snyder should not be upset as being fully consistent
with EE. policies reflécted in the Constitution, "to encourage the
productxgn and dissemination of artistic works for the general public
good" (citations amitted), 543 F, Supp. 844 at g62.

Respectfully yours,

Bexnl 2L

Richard Colby
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(.];CI“/i ll, (.L‘lill(s “Publishing Corp.

A thatmidiaty oF Conmbaia s huron Inchisties e

flurton L Litwin
Vica Prenntont

December 10th, 1ORS

lonorabte Arten Specter
United States Sennte
Washington e 20010

i 8.13484
Dear Senntor Spectery

As the Viee-restdent of Mills Musle Ine,, one of the parties to the Mills v, Sayder casve,
1 regret that lopg-standing business travel conimitments made it impossible for me to attend
the recent hearing in Washington on K.1384, | would welcome the opportunity to testify
at any future hearings which may take place, However, having read the various statements
which were submitted to the Committee. | do feel it necessary to exproess several comments
of my own in thisletter.

1 continue to belleve, as 1 did at the outset of the Milts vs. Snyder litigation, that the position
of & music publisher us a result of the Supreme Court declsion is entirely conslstent with
the moral bslance and the compromive of economic interests developed by Congress in
the 19768 Copyright Aet,

The pejorative reference to music publishers as mere "middlemen” is o distortion of the
realities of our industry. It overlooks the fact that the publishers still are the ones who
Incur the financlal risk and absorb all expenses and overhead in the publisher's share of
income derived from copyrights. Yet we share gross receipts in virtually all cases on a
50 - 50 basis with our composers and authors, We accept this and recognize it as tne hature
of our business, It is still the music publishers who have the obllgation and the cxpertise
to evatuate new music and to guide that music and ts composers and authors into the most
productive creative and commercial channels, and thus exercise the business responsibility
vested in them by the creators of music.

To paraphrase a popular television stockbroker commercial ,*We the music publishers make
our money the hard way - we carn jt!"

It is certainly not the purpose of this letter to attempt to rebut item by item the comments
raised at the hearing by persons having other polnts of view. lowever, I must comment
on a statement made by Mr. George David Welss . He accurately stated that Mills Music
has experienced a series of corporate parental changes, and presently, through Belwin Mills
Publishing Corp., is owned by Columbia Pictures Industries Inc.

1776 Broadway. New York, N.Y 10019-9998
Telephone: 212 245-1100

Telex: 423665

Cables BELMILPUB—New York
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Teeetwe bOth, TURY

tivhoruhle Arlen Bpeeter

/.2

Mr, Welss' statement sttemptod to convey n negntive context to such corporate avolutions,
Tho cane In precisely the opposite,  Wih un executive and professjonal wtnfl lotnlly
aminbted ta the continued promotion and use of catalog thateris) and our great cataloyg
standards of the puast 30 yours, we aro in o far botter position toduy than in decados past
to fUlfil the expectutions of our composers and authors, Fhe corporate strength and industry
position of & major international production and marketing organtzation cannot be Klowed
aver in an, altempt to convoy the linpression that the old days werto tho best days,
Iersonally, | luve welcomed the eatry of this company into the Columbla Plctures family,
and the gpening of new patha of music use in the telavision and motion picture Industries.

Just ux & brief example, ono of the first supportive acta to follow the Columbia Plclures
acquisition of Delwin Mills was the developlaent of a budget for production of a sampler
record albuin containing 100 of t~ fop hits from the Helwli Milly catalog - HU of which
arn cntalog stendards! This zampler aibum will be circulated to music users and music
decisfon makers in all flelds of the eutertainment industry, for the purpose of expanding
and generating commercial uses of the catalog,

As we polnted out in our brief to the Supreme Court, the essenco of the derivative rights
clause of the 1976 Copyright Act was u recognition of the necessity and desirability of
n reconcilintion and compromise between the conflicting interests of tho publishers, film
producees «nd other users and the composers, authors and thelr fumilies. That (s the hea*
of the mattert a cumpromise of economic interosts and a recognition of the part that hua
been played and will contiiue to be played Ly tt.e economic participants,

The publishers are hot pawlve rndule.nen aor robber barons and the composers are not
groedy or maltreated victinis, Wa are all part of a1 Industry that requires as much cffective
Interplay as possible amongst the creators unh the professionals, especially in this day and
ago of Hlegal appropriation and clectronie thievery of copyright-protected materials,

Everyone has a part to play in the pattern r ! success, We will continue to plsy our part
as we have for over 50 years In the creation an . enhancement of popular muslc.

Thank you for your pa.cent consideration of thes: comments, U respectfully ask that this
letter be included in **«c hearing record.

Rospcclfully« your.,
e oo !
oy ' \
Mttt (e U,
Burton L. Litwin

Bllavh

57-196 (164)
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