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A series of Second Circuit cases issued over the past 40 years provides insights on the

scope of licenses involving new uses of copyrighted works in emerging technologies such

as e-books.

New Uses of Old Works: May a Licensee Exploit Previously Licensed Content
Without the Consent of the Copyright Owner?

By ANDREW BERGER

echnology continues to create attractive new prod-
T ucts, including e-books and iPods, that give users

access to a vast number of previously licensed
copyrighted works. But when a new product exploits
these works without the permission of the copyright
holder, litigation is likely, especially where the new use
has significant economic value.

The parties to the litigation are most often the copy-
right holder who licensed the copyrighted work and the
licensee who seeks to exploit the work in the new prod-
uct. The licensor claims that the license does not con-
template the new use. In response, the licensee asserts
the new use is simply an evolutionary or forward step
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in the presentation of the work and is therefore permit-
ted by the license.

Determining the scope of rights granted by a license
usually turns on the intent of the parties. But in most
new use cases there was no intent. When the license
was executed years before, the parties to the license
likely never thought about the new use. In the absence
of intent, how does a court resolve a new use issue
where the license fails to expressly authorize the use?

The three leading new use cases in the Second Cir-
cuit, Bartsch v. Metro-Goldwyn-Mayer Inc;' Boosey &
Hawkes Music Publishers Ltd. v. Walt Disney Co.,*> and
Random House Inc. v. Rosetta Books LLC,? provide
some answers. Each resolves the issue of the scope of
the license by focusing on the language of the copyright
holder’s grant of rights.

These cases indicate that a licensee may exploit the
copyrighted work without the consent of the copyright
holder if: (a) the grant is broad enough to encompass

1391 F.2d 150 (2d Cir.), cert. denied, 393 U.S. 826 (1968)

2145 F.3d 481 (2d Cir. 1998)

3150 F. Supp. 2d 613 (S.D.N.Y. 2001), aff’d, 283 F.3d 490
(2d Cir. 2002) (63 PTCJ 408, 3/15/02)
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the new use; (b) that use was not unknown at the time
the license was executed; and (c) the new use may rea-
sonably be said to fall within the medium described in
the license.* Further, the medium the courts appear to
be referring to is the method or form of distribution of
the copyrighted work.”

As discussed below, these cases provide some useful
guidance to licensors and licensees facing a new use is-
sue.

Bartsch

In Bartsch, the issue was whether a grant of motion
picture rights included the right to exhibit the film on
television. The motion picture license, executed in 1930,
included the right “to copyright, vend, license and ex-
hibit such motion picture . .. throughout the world.”®
When the movie version was televised, plaintiff sued,
claiming the telecast exceeded the scope of the license.

The circuit court affirmed the dismissal of the action.
The court admitted that “any effort to reconstruct what
the parties actually intended nearly forty years ago is
doomed to failure.”” The court instead focused on the
language of the g;rant, stating that it conveyed the
“broadest rights.”

The court rested that conclusion on its construction
of the word “exhibit.” The court stated that the right to
‘““ ‘[e]xhibit’ such motion picture ... throughout the
world’” “means to ‘display’ or to ‘show’ by any
method,” including on television, “and nothing in the
rest of the grant sufficiently reveals a contrary inten-
tion.”® The court thus permitted the licensee to *“ “prop-
erly pursue any uses which may reasonably be said to
fall within the medium as described in the license,” ”’
thereby avoiding “the risk that a deadlock between the
grantor and the grantee might prevent the work’s being
shown over the new medium at all.”*°

The Second Circuit added that “[i]f the words are
broad enough to cover the new use, it seems fairer that
the burden of framing and negotiating an exception
should fall on the grantor” at least when “the new me-
dium was [not] completely unknown at the time when
the contract was written.”'! The court also noted that
the “future possibilities of television were recognized”
at the time the license was signed.'?

Boosey

Boosey raised the issue whether a license to use a
song in a motion picture included the right to distribute
the motion picture on videocassette.'® In that case, Igor
Stravinsky licensed to Walt Disney in 1939 the “right ‘to
record [his music composition] in any manner, medium

4391 F2d at 155; 145 F.3d at 488; 150 F. Supp. 2d at 620-23

5 See Boosey, “[tlhe words of Disney’s license are more
reasonably read to include than to exclude a motion picture
distributed in video format,”145 F.3d at 487

6391 F.2d at 151

71d. at 155

81d. at 154

91d.

1071d. at 155

1 1d. at 154-55

121d. at 154

13145 F.3d at 485

or form’ for use ‘in [a] motion picture.” ”’!* After Boosey
was assigned the rights under this license, Boosey sued
Disney in 1991 alleging that its distribution of the mo-
tion picture in video format was not permitted by the li-
cense.'?

The Second Circuit reversed the grant of summary
judgment to plaintiff on its infringement claim. The ap-
pellate court, echoing Bartsch, admitted the impossibil-
ity “many years after formation of the contract,” of
“ascertain[ing] the parties’ intent.””'® Instead, the court
stated “[w]hat governs under Bartsch is the language of
the contract. If the contract is more reasonably read to
convey one meaning, the party benefited by that read-
ing should be able to rely on it.”’!”

In reading the contract, the appellate court applied
“neutral principles of contract interpretation.” Boosey
stated its ‘“‘new-use analysis’’ neither “favors” nor “dis-
advantages” either party.'® The court took pains to
state that Bartsch had not adopted ““a default rule in fa-
vor of copyright licensees.”'® Boosey also rejected an
approach that “tilts against licensees.”?® Such an ap-
proach would give “rise to antiprogressive incentives,”
making movie “producers ... reluctant to explore and
utilize innovative technologies.”*!

Boosey found the “license ‘to record in any manner,
medium or form’ doubtless extends to videocassette re-
cording.”*? The court then went further and held that
the “right ‘to record in any . .. medium’ ... for use ‘in
[a] motion picture’ ”” was “broad enough to include dis-
tribution of the motion picture in video format,” “ab-
sent any indication in the Agreement to the contrary.”??
Under these circumstances, the court stated Stravinsky
should have added appropriate language to the license
“if he wished to exclude new markets resulting from
subsequently developed motion picture technology.”?*

In reaching this result, Boosey cited to and appeared
to follow?® the expansive definition of motion picture
expressed in Bourne v. Walt Disney Co.?® In Bourne,
the Second Circuit stated that a motion picture included
“a broad genus whose fundamental characteristic is a
series of related images that impart an impression of
motion when shown in succession. . . . Under this con-
cept the physical form in which the motion picture is
fixed—film, tape, discs, and so forth—is irrelevant.”%?

Applying this definition, Boosey concluded that video
format was simply one of the “subsequently developed
methods of distribution of a motion picture” and was
therefore permitted by the license.?® Boosey added that
“[i]f a new-use license hinges on the forseeability of the
new channels of distribution at the time of contracting,”
the licensee “has proffered unrefuted evidence that a

41d. at 484

15 1d. at 485

16 Id. at 488

171d. at 487

18 1d. at 487, 488 n. 4
91d. at 487

201d. at 488 n .4

21 1d.

22 Id. at 486

23 1d.

24 1d. at 487

25 Id. at 486

26 68 F.3d 621, 630 (2d Cir. 1995)
271d. at 630

28 Id. at 486
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nascent market for home viewing of feature films ex-
isted” when the license was executed.*®

Rosetta

In Rosetta, three authors licensed Random House the
right to “print, publish, and sell” their novels “in book
form.”3° Thereafter, Rosetta Books acquired from these
authors the right to publish their novels as e-books. A
day after Rosetta began selling their novels in e-book
form, Random House moved to enjoin the sale. The dis-
trict court denied the motion, finding that the authors
had not conveyed e-book rights to Random House.?!

The district court first noted that the authors’ licenses
to Random House distinguished between the “pure
content—i.e. ‘the work’— and the format of display—‘in
book form.”” The court stated that Random House’s
own dictionary “defines a ‘book’ as ‘a written or printed
work ... usually on sheets of paper’ ... and defines
‘form’ as ‘external appearance of a clearly defined
area.’ 32

The court then noted that the licenses gave Random
House additional rights to “publish book club editions,
reprint editions [and] abridged forms.”3* The court
concluded that Random House would not have required
these additional rights “if the phrase ‘in book form’”’
was as broad as Random House contended and “en-
compassed all [these] types of books.”3* The court also
relied on trade usage, noting that the phrase to ““ ‘print
...in book form’ is understood in the publishing indus-
try ... to be a ‘limited’ grant’ ” and ‘“‘generally” refers
to a “hardcover trade book.”®

The district court distinguished Bartsch and Boosey
because the grant language in those cases ‘“was far
broader than here.”?® The court added that the “ ‘new
use’ in those cases—i.e. display of a motion picture on
television [Bartsch] or videocassette [Boosey]—fell
squarely within the same medium as the original
grant.”>” In contrast, Rosetta observed the new use at
issue, “electronic digital signals sent over the
internet—is a separate medium from the original use—
printed words on paper.”’*® The court relied in part on
Random House’s expert who concluded ‘“‘that the media
[analog and digital] are distinct because information
stored digitally can be manipulated in ways that analog
information cannot.”3®

The court, mindful of avoiding an approach that
“ ‘tilts against licensees,’ ”’ stated “‘that the policy ratio-
nale of encouraging development in new technology”
was ‘“‘at least as well served by finding that the licen-
sors” retain e-book rights.*° “In the 215 century it can-
not be said that licensees such as book publishers and
movie producers are ipso facto more likely to make ad-

29 Id.

30150 F. Supp.2d at 614,
311d. at 624

32 Id. at 620

33 Id.

34 d.

351d. at 621-22
36 1d. at 622

37 d.

38 Id.

39 Id.

401d. at 623

vances in digital technology than start-up compa-
: 9941
nies.

Adding little to the district court’s reasoning, the Sec-
ond Circuit held the denial of Random House’s request
for an injunction was not an abuse of discretion. The
court stated that the issue whether “the licenses” “ex-
tend to ebooks” required ‘‘fact-finding regarding . . . the
‘evolving’ technical processes and uses of an ebook . . .
and tilze reasonable expectations of the contracting par-
ties.”

Most Recent Developments in the E-book
Controversy

Ironically, Random House recently announced
e-book rights to the same older works created by the
authors who were successful in Rosetta.** By memo
dated December 11, 2009, Random House’s chairman
stated that it “considers contracts that grant the exclu-
sive rights to publish ‘in book form’ ... to include the
exclusive right to publish in electronic book publishing
formats.”** The memo made no reference to Rosetta.
Further e-book litigation may follow.

Conclusion

In sum, parties wishing to predict a new use outcome
may gain useful guidance from these cases.

First, a licensee may use a distribution format that
had not yet been invented and therefore was not in the
license if the language of the license may reasonably be
read to cover the new distribution format.

The grants in Bartsch and Boosey easily qualified be-
cause of their breadth. In Bartsch, the court found the
right to “exhibit” the motion picture included its ‘“‘dis-
play” “by any method,” including television.*®> In
Boosey, the court held the grant, to “record” the com-
position “in any manner” or “form” for use in a motion
picture extended to the movie’s distribution in video.*®
In contrast, the grant in Rosetta to “print . .. “in book
form” did not extend to the new use because the district
court found the means of distribution in the grant were
narrow.*’

Second, licensees are likely to prevail if they can
show that the new channel of distribution might have

411d.

42283 F.3d at 491-92. Although Judge Leval in Boosey
stated that in new use cases the Second Circuit applies ‘“neu-
tral principles of contract interpretation” favoring neither
party, the appellate court in Rosetta took a different and unex-
plained tack. Rosetta curiously stated that New York ‘“has ar-
guably adopted a restrictive view of the kinds of ‘new uses’ to
which an exclusive license may apply when the contracting
parties do not expressly provide for coverage of such future
forms.” But Rosetta did not overrule Bartsch and Boosey. In-
stead, Rosetta string cited those two cases preceded by the
“but cf.” signal. Id. at 491. Hopefully, further new use cases
will clarify.

*3 See |http://www.dailyfinance.com/story/company-news/

Elu_

book-rights-for-older-books-become-newest-battleground-in-

[publ/19276392/ and the link to the memo; last visited March 8,
2010

44 1d.

45391 F.2d at 155

46 145 F.3d at 487

47150 F. Supp. 2d at 623
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been foreseen by the licensor at the time the license was
executed. Thus, Bartsch noted that the future possibili-
ties of television were not unknown.*® Boosey referred
to a “nascent market for home viewing.”*?

Third, a broad grant usually means an equally broad
medium or form of distribution. In Bartsch, the grant
authorized multiple media distribution formats because
the grant permitted the licensee to display the motion
picture “by any method.”®° In Boosey, the grant to dis-
tribute the motion picture also translated into a broad
medium because of the loose definition of motion pic-
ture the court borrowed from Bourne.?*

48391 F. 2d at 154
49145 F.3d at 486
50391 F.2d at 154
51145 F.3d at 486

Finally, Rosetta offers licensors seeking to narrow
the grant a convenient road map. Trade usage or indus-
try custom may be used to limit the scope of the license.
Further, there may be separate grant language in the li-
cense setting forth other rights to the copyrighted
works. In that case, a court may find that such addi-
tional language would not have been necessary if, as
the licensee contends, the grant language it seeks to en-
force conveys all rights. Rosetta also indicates that a
finding for the authors-licensors does not necessarily
implicate antiprogressive incentives. That is because
the Internet may have helped licensors achieve some
parity with traditional licensees in developing ‘“new
technologies that will enable all to enjoy the creative
work in a new way.”>?

52150 F. Supp. 2d at 619
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