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INTRODUCTION

GLOBAL OVERVIEW

The entertainment industries (for the purposes of this work, theatrical films, tele-
vision, records, music publishing, literary publishing, the theatre, and “new me-
dia”) continue to expand briskly all over the world. Indeed, the entertainment
industries are one of the few areas in which the United States enjoys a substantial
positive balance of trade. According to a 1999 study by the International Intel-
lectual Property Alliance, “the U.S. copyright industries contribute more to the
nation’s economy and employ more workers than any single manufacturing sec-
tor.” In the United States, the European Union, and other more developed
nations, the curve of expansion has flattened to the low- and medium-single digit
level for the most part (although television has boomed in Europe with the re-
laxation of governmentally imposed restraints on entry and theatrical film ticket
sales are increasing as theatres are upgraded and multiplexed in various coun-
tries). Markets such as Eastern Europe, Latin America, and Asia, once of sec-
ondary interest to the entertainment industries because of low levels of economic
growth and/or nonexistent or weak legal protection for copyright and other in-
tellectual property, are now emerging as the areas of greatest potential growth.
Moreover, the worldwide growth in the use of computers makes global the ex-
panded opportunities and accompanying problems confronted by those doing
business on the Internet.

Developments in the United States

Continuing Consolidation

Entertainment firms continue to consolidate, a trend which has accelerated as
the various technologies utilized by entertainment industries continue to con-
verge. Mega-mergers such as those between Time Inc. and Warner Communi-
cations Inc. at the start of the 90s, then The Walt Disney Company with ABC
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in the mid-90s, have been followed by the merger between existing entertain-
ment giants Viacom (MTV, Showtime, The Movie Channel, Paramount Pictures,
Blockbuster Video and Music) and CBS Inc. (CBS Network, Infinity Broadcast-
ing) and by mergers between entertainment “wannabes” such as AT&T and cable
majors TeleCommunications, Inc. and MediaOne and other telephone and cable
companies who seek to provide a wide range of information and entertainment
services via cable, as increases in modem speed and expanding bandwidth con-
tinue to open up new possibilities for delivering telephone, television and com-
puter services via a single provider. In January 2001, history’s biggest merger
(entertainment or non-entertainment) was completed: AOL and Time Warner.

In the recording field, the acquisition of PolyGram by Universal has resulted
in a powerhouse distribution engine whose combined labels (Uni, MCA,
PolyGram, A&M, Island, Mercury, and Interscope, among others) now account
for more than 25% of the U.S. market. The number two and four companies,
BMG and EMI, are at this writing in the process of creating a joint venture
which will control some 20% of the U.S. market.

Because of the market power of the conglomerates, the battle for “shelf space”
has accentuated. Production and marketing budgets at major film studios, for
example, have escalated (to an average of $54 million in 1998) as the result of
competition for top box office stars such as Jim Carrey, Tom Hanks, Tom Cruise,
Julia Roberts, and Harrison Ford, the need for ever-more-spectacular special
effects, and the need to capture the attention of potential attendees by booking
thousands of screens and spending an average of $30 million in 1998 to advertise
and promote the average U.S. studio theatrical release. Similarly eye-popping
cost increases have occurred in records, music publishing, literary publishing,
and the theatre.

New Players

With bigness comes smallness. Just as specialty stores and boutiques of various
types have thrived despite the decades-old head start of traditional department
stores, so non-traditional entertainment firms have stepped forward to fill per-
ceived gaps in the service provided to the public by the “majors.”

In theatrical films, Miramax, based in New York, made an early name for itself
in the “art house” film field. While still independently run, it is now owned and
financed by The Walt Disney Company, and, with films such as “Pulp Fiction,”
“The English Patient,” and “Shakespeare in Love,” Miramax has accounted for
more Academy Awards® during the 1990s than any other studio or production
company. Artisan’s “The Blair Witch Project,” produced for about $1 million, had
domestic ticket sales of $175 million, a figure equalled or exceeded by only a
handful of the two hundred or so films released by the major studios.

In records, a first album by an artist named Creed, released by a little company
called Wind-Up, opened at the #1 position on the Billboard Hot 200 LP chart,
fueled by a prerelease campaign focused on Internet promotion. Other indepen-
dently owned and/or administered companies, such as LaFace Records, Bad Boy
Records, and Curb Records, attained major chart and sales successes supported
by funding and/or disribution from the “majors.”

In some cases, this phenomenon is due to the fact that the majors cannot
afford to gear up to produce or market “art house” films and records, despite the
occasionally eye-popping sales levels achieved by low-budget “sleepers.” In some
cases, the success of smaller companies is due to the artistic vision and com-
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mercial imagination of entrepreneurial individuals who have rejected the more
bureaucratic processes which tend to characterize very large organizations.

The Internet has provided excellent examples of start-up companies which
have carved out niche markets for themselves (and floated initial public stock
offerings at occasionally startling prices), although many of them (e.g., Ama-
zon.com) have yet to earn any money and many have gone under (e.g., Digital
Entertainment Network). For smaller record labels, a young company such as
Emusic.com provides distribution which would be unavailable through the ma-
jors. At this writing, Emusic.com distributes more than 150 different labels.

If prior history is any guide, acquisitions and shakeouts will follow at some
point. Just as the major record companies have already bought up such inde-
pendents as Relativity (Sony) and Priority (EMI), it is probable that some of the
newer independents will similarly wind up affiliated with the conglomerates. By
the same token, it is likely that many of the Internet music sites (at this writing,
an estimated 80,000 in the U.S. alone) will combine with larger entities or dis-
appear. Nonetheless, economics and creativity will always fuel the entry of new
players in the entertainment industries.

Developments in the Rest of the World

The State of the International Market

The importance of world markets cannot be minimized: According to the Inter-
national Intellectual Property Alliance, the nation’s copyright industries (films,
records, publishing, software) became the leading U.S. export in 1997 with sales
of $60.8 billion. Worldwide audiovisual revenues are expected to increase by
about 70% on average for the period from 1995 to 2005, and the European
Commission believes that Europe’s market share will increase from 13% in 1995

to 21% in 2005.

Europe

Since the Maastricht Treaty, the European Union has become increasingly
interconnected. The common currency, the “Euro,” was introduced as a banking
concept in 1999, and will replace the currency of most member countries in
2002. Citizens of member states are already free to travel between and among
other member states with virtually no interference by customs or immigration
personnel. Companies like France’s Canal Plus, Britain’s BSkyB, Italy’s Fininvest
and Germany’s Bertelsmann and KirchGroup frequently make deals with each
other and with other entities outside of their own countries. Such arrangements,
together with various funds established by national and state governments to
support local productions and international co-productions pursuant to bilateral
and multinational treaties, have the potential to support an explosion of local
production, which may well reduce the market for U.S. television and film prod-
ucts in the countries affected. In December 1999, the EU Commission an-
nounced its “Media Plus” program, which would spend $348.3 million on
European film and television productions from inception to 2005.

While ethnic, linguistic and religious differences still present obstacles to a
single, unified entertainment market, the recent legal changes within the EU and
the growing “clout” of European conglomerates promises increasing competition
for U.S. producers and distributors.
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The situation in the former Soviet Union and the other countries which for-
merly made up the Soviet Bloc varies from country to country. For example,
Hungary and Poland have active legitimate entertainment industries, while piracy
is rampant in Poland and Russia and the International Federation of the Pho-
nographic Industry has identified Bulgaria as a major center of pirate CD pro-
duction.

Latin America

Spurred in part by an increasing commitment to copyright protection, Mexico,
Brazil, Argentina and several other Latin American countries have experienced
substantial growth in their entertainment industries. Although the Argentine
economy fell into recession as the government attempted to enforce austerity
measures to combat inflation, and the economies of Brazil and Argentina were
affected negatively by the deep recession which afflicted most Asian countries in
the late 1990s, on the whole the area experienced significant growth.

Asia

Here, too, increasing commitment to copyright protection has resulted in the
establishment of successful legitimate entertainment industries in countries such
as Taiwan, Singapore and Malaysia, which were once hotbeds of piracy. In Hong
Kong, which reverted to rule by the People’s Republic of China several years
ago, the entertainment industry remains strong, far stronger than that of the rest
of the People’s Republic, which has adopted—but does not seem to enforce—
copyright legislation. In countries such as Japan, Hong Kong, and Thailand, local
repertoire is far more important than foreign material; as a result, the multina-
tionals continue to expend major efforts to increase their presence in this area.
It is clear that the People’s Republic of China, India and Indonesia have enor-
mous potential (indeed, the potential for double digit annual growth) if strong
copyright and trademark regimes can be established and maintained.

The Enduring Presence of Protectionism

U.S. distributors, performing and recording artists, songwriters and music pub-
lishers have had to contend for many years with economic and cultural protec-
tionism in many of their best markets. In Canada, for example, radio and
television broadcasters are required to include a specified percentage of “Cana-
dian content,” i.e., materials created in and/or performed by Canadians, a policy
which has been in place for many years. Understandably, Canada—with a pop-
ulation only a tenth that of the U.S. and with most of those people living close
to the border with the U.S. (Canadians frequently characterize their country as
“three thousand miles wide and an inch deep”)—is concerned that its domestic
creative industries not be overwhelmed by those in the U.S. By the same token,
the members of the European Union—with France the most aggressively vocal—
also resent what they see as economic and cultural imperialism from the U.S.
During the Uruguay Round negotiations of the General Agreement on Tariffs
and Trade (GATT), U.S. negotiators tried—and failed—to secure a prohibition
against cultural protectionism. The 1994 treaty did accomplish a major aim of
the entertainment industries: member countries were required to provide and
enforce minimum standards of copyright and other intellectual property protec-
tion (the so-called “TRIPs” provisions—Trade Related Aspects of Intellectual
Property Rights.) However, U.S. television interests must still contend with the
EU “Television Without Frontiers” Directive, which requires that at least 50%
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of prime time programming “whenever practicable” be of EU origin. The French
government has long sought to eliminate the “whenever practicable” loophole,
but other EU governments have been resistant.

On the other hand, China, which has been campaigning to join the World
Trade Organization (the highly controversial supervisory organization established
by the GATT treaty) has agreed to increase the number of foreign films which
may be exhibited in China each year from 12 to 30. This is a small step, but it
is a sign.

Organization of the Fourth Edition

Because of the increasing technological convergence among, and interaction
between, various entertainment industries, it is clear that the degree of inter-
change of principles between and among the various industries which we sur-
vey is increasing rapidly: literary publishing, music publishing, records, films,
television, and, of course, the Internet and other new and emerging technolo-
gies. Even the theatre may be affected (for example, because many Broadway
productions are now financed by film companies with a view toward eventual
movie versions).

An introductory section dealing with attachments, preliminary injunctions and
summary judgments follows this overview. We included it because so many of
the cases in this book involve motions for preliminary injunction or for summary
judgment, and because the remedy of pre-judgment attachment can be very
useful in situations where one or more parties to an action may be less than
completely financially responsible, or where in personam jurisdiction over a par-
ticular defendant may not be available. We have therefore deleted from the cases
which follow those portions of the decisions that discuss the standards under
which preliminary relief may be granted, and the reader is invited to refer back
to the second part of the introduction when in doubt.

The main body of the book is divided into two parts: Part One, which deals
with general principles; and Part Two, which deals with specific industries.
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STANDARDS GOVERNING PRELIMINARY INJUNCTIONS,
MOTIONS FOR SUMMARY JUDGMENT, AND ATTACHMENTS

Introduction

The provisional remedies of preliminary injunction, summary judgment and writ
of attachment are particularly well-suited to the resolution of disputes in the
entertainment industry. Preliminary injunctions have been addressed in enter-
tainment cases involving Lanham Act §43(a),! copyright infringement,? right of
privacy,® the Cable Communications Act* and breach of personal service con-
tracts.” Motions for summary judgment have been addressed in entertainment
cases involving right of privacy,® copyright infringement,” breach of contract,®
libel® and declaration of rights.’® Writs of attachment have been addressed in
entertainment cases involving breach of contract,!* default,'? unpaid legal serv-
ices'® and breach of fiduciary duty.™*

The need for immediate judicial intervention to preserve the status quo and
to preserve funds sufficient to satisfy a judgment is the reason to resort to the
provisional remedies of preliminary injunction and attachment. The possibility of
resolving a dispute without the presence of the parties and on paper makes a
motion for summary judgment particularly useful. The parties can proceed with
their creative and exploitive efforts and the lawyers can deal with the legal issues
in their absence. The standards governing the provisional remedies of prelimi-
nary injunction, summary judgment and writ of attachment are discussed below.

Preliminary Injunction

A preliminary injunction is a provisional remedy particularly well-suited to the
entertainment industry because of its effect of preserving the status quo. A pre-
liminary injunction usually arises in the context of an identifiable subject matter
which is in danger of being removed or destroyed and is a means of securing
immediate judicial intervention, generally at the outset of a lawsuit and before
the commencement of discovery and a full trial on the merits. Although a seem-
ingly more rigid standard would seem to apply where First Amendment concerns
are implicated, the right to a preliminary injunction is also a personal right as
well as a real and intellectual property right.”> The purpose of a preliminary
injunction is to protect a party from irreparable harm or injury by maintaining
the status quo during the pendency of the lawsuit. Most jurisdictions require
that (i) a hearing be held (ii) upon notice to the adverse party and (iii) that the
party seeking the preliminary injunction post an undertaking, e.g., a bond. Under
the Federal Rules of Civil Procedure, the court may order the trial of the action
on the merits to be advanced and consolidated with the hearing of the application
for a preliminary injunction.’® On the state level, the preliminary injunction stat-
utes of California, New York and Tennessee are representative.'” Under the Fed-
eral Rules of Civil Procedure and the statutes of California,’® New York and
Tennessee, the court, in the exercise of discretion and upon a demonstration of
immediate irreparable harm or injury by the applicant, may grant a temporary
restraining order to preserve the status quo until the hearing on the application
for a preliminary injunction.'

In order to obtain a preliminary injunction, the applicant must demonstrate (i)
the existence of a cause of action with a reasonably identifiable subject matter
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other than a cause of action for money damages or a cause of action for a per-
manent injunction, (ii) a likelihood of success on the merits, (iii) irreparable injury
and (iv) a balancing of the equities in favor of the applicant.? The court has broad
discretion on an application for a preliminary injunction and may grant the relief
even in the absence of explicit irreparable harm, some courts presuming irrep-
arable harm if an aggrieved party proves a reasonable probability of success on
the merits.?' Even if a party makes this requisite showing, a preliminary injunc-
tion will generally be denied if a party has an adequate remedy at law.

Summary Judgment

A motion for summary judgment is also particularly well-suited to the entertain-
ment industry because it permits the procedural equivalent of a trial on the
merits to occur in a summary fashion on moving papers without the presence of
the parties. As in other industries, the entertainment industries are “time is
money_ industries. Entertainment professionals are creatively involved in acting,
touring, writing, staging, producing, directing and recording. More often than
not, there are delivery and/ or release deadlines to be met with respect to created
materials and little time available to participate in the judicial process. A motion
for summary judgment is an expeditious procedure which does not require the
presence of the actual litigants and thus is extremely useful when a party is able
to satisfy the prerequisites.

The Federal Rules of Civil Procedure? and comparable state statutes provide
for motions for summary judgment. The California, New York and Tennessee
statutes are typical in this area.> A motion for summary judgment allows a party
to move for summary disposition on a claim, counterclaim, or cross-claim when
that party believes that there is no genuine issue of material fact and that the
movant is entitled to judgment as a matter of law.?* Summary judgment thus
becomes the procedural equivalent of a trial on the merits.?

In order to secure summary judgment, the movant must demonstrate that no
genuine material issues of fact exist as to the pending claim, counterclaim, or
cross-claim and that the movant is therefore entitled to judgment as a matter of
law.26 An issue is “genuine” if a reasonable jury could possibly hold in the non-
movant’s favor with regard to that issue and a fact is material if it influences the
outcome under the governing law.?

The moving party essentially bears the burdens of production and persuasion.
The moving party’s initial burden of production is to demonstrate the absence
of a genuine material issue of fact.?® This burden may be met by showing the
absence of supporting evidence in the nonmoving party’s case. The moving
party’s second burden of persuasion, one that always remains with the movant,
is to convince the court that there is no necessity of a trial.?? Once the moving
party’s burden of production is met, the nonmoving party must then come for-
ward with explicit facts to show a genuine material issue of fact. The court’s role
on a motion for summary judgment is issue finding, not issue determination.>

Writ of Attachment

The writ of attachment is another provisional remedy well-suited to the enter-
tainment industries for two reasons: (1) it may be used to obtain quasi in rem
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jurisdiction when in personam jurisdiction does not exist and (2) it may be used
as a security device to preserve funds sufficient to satisfy a judgment.

The Federal Rules of Civil Procedure® and statutes in most jurisdictions pro-
vide for the provisional remedy of writ of attachment. Again, the statutes of
California, New York and Tennessee are typical in this area.®> A writ of attach-
ment can be particularly useful where the defendant is not a domiciliary of the
plaintiff’s chosen forum state. The presence or absence of constitutionally man-
dated minimum contacts determines whether or not quasi in rem jurisdiction
exists.

Factors which aid the court in granting a writ of attachment for security pur-
poses are (1) the existence or probability that the party against whom an attach-
ment is sought has received or will receive highly liquid assets and has the
financial sophistication to invest those assets in a manner that would make en-
forcement of a judgment difficult and (2) less than exemplary conduct by such
party.33

A writ of attachment will generally issue if plaintiff’s demand is for a money
judgment and defendant is a nondomiciliary of the state or it appears that de-
fendant, with intent to frustrate a judgment or defraud creditors, is seeking to
remove or secrete property from the state.
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Chapter 1

REPRESENTING TALENT

1.1 INTRODUCTION: A BUSINESS OF INTERMEDIARIES

Although many creative talents are also adept at handling the business aspects
of their professional lives (e.g., Mel Gibson, Jodie Foster and Michael Douglas,
in addition to being leading actors, are also successful producers), professional rep-
resentation is a hallmark of the entertainment industries, in which most of the busi-
ness dealings are undertaken by intermediaries. An established artist will usually
have a “team” of advisers: an agent, a personal manager, a business manager, and
an attorney. While there is no standard deal in any of these areas (the outcome be-
ing dependent upon the relative stature and bargaining power of the parties),
the combined fees of the artist’s representatives may aggregate in the neighbor-
hood of 30 to 40 percent of an artist’s gross receipts.

This chapter discusses issues which arise between talent and various types of
professional representatives.

No one at all familiar with the entertainment industries can fail to recognize
names such as “Creative Artists Agency,” “William Morris” and “ICM,”
heretofore the “big three” among the talent agencies. Indeed, at its peak, CAA
was the most powerful among the three. However, after CAA’s founders, Michael
Ovitz, Ron Meyer and Bill Haber, left the agency for other fields (Ovitz and
Meyer for brief tenures at Disney and Universal, respectively, and Haber to other
pursuits), CAA’s dominance declined substantially.

Ovitz and Meyer were not the first to move from “agent” status to “player”
status. A number of former agents have followed similar routes. Perhaps the
classic case is David Geffen who, after starting in the William Morris mailroom,
went on to found first Asylum Records (which he sold to Warner Communica-
tions, Inc.), Geffen Records (which he later sold to MCA Records in a deal valued
at over $500 million, only to see the value of his MCA shares balloon to over
$700 million when MCA was acquired by Matsushita), and to produce on Broad-
way (Cats, Dreamgirls) and for the screen (Little Shop of Horrors and Beetlejuice).
In his most recent move, Geffen became (along with Steven Spielberg and Jeffrey
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Katzenberg) a founding principal of DreamWorks SKG. Guy Mcllwaine of ICM
served for several years as chairman of Columbia Pictures. Indeed, Universal
Studios (formerly MCA) is the outgrowth of what was originally a talent agency
which drifted into film production as an outgrowth of successfully “packaging”
its various clients in movie deals (i.e., tying together the property, the writer, the
director, and the star players, and presenting them to the studio as a totality).

Agents are supposed to find work for their clients. (On the other hand, a
number of prominent actors—Paul Newman and Kevin Costner being two ex-
amples—have dropped their agents and make their own deals, utilizing only their
attorneys.)

“Personal managers” are a slightly different breed, at least theoretically. Al-
though they resemble the agents in their intimate involvement with the endless
dealmaking which characterizes the entertainment industries, genuine personal
managers are concerned with career development and will therefore be more
directed toward the day-to-day activities of their clients than are the agents. They
like to characterize their activities as “career direction,” a not-unjustified descrip-
tion as applied to effective personal managers.

The former chairman of the MCA Music Entertainment Group, Irving Azoff,
who was subsequently head of a recording joint venture with Warner Bros.
Records, came to prominence as the personal manager of such successful pop
music acts as the Eagles, Boz Scaggs, Dan Fogelberg, and the Go-Go’s. Larry
Thompson of Los Angeles successfully combined the roles of lawyer, personal
manager, and film and television producer. Jerry Weintraub, who managed
such diverse talents as Bob Dylan, Dorothy Hamill, and John Denver, also
produced films as diverse as Cruising, Oh, God, and The Karate Kid.

Because of the tendency on the part of personal managers toward intimate
involvement with career development and the creation of public personae for
their clients, managers sometimes assume almost Svengali-like relationships with
their clients. In recent years, in order to secure higher compensation (as well as
greater security) than that provided for under the “agency” rubric, many agents
have become managers, and have gone into business with their former agency
clients and others. Michael Ovitz’ Artists Management Group and Basic Enter-
tainment (formerly Brillstein-Grey Entertainment) are prime examples of this
trend. As we will see below, such activity appears to be perfectly legal in both
New York and California, so long as the venture is not a subterfuge.

In addition to “personal managers,” there are “business managers,” usually (but
by no means always) CPAs, who generally restrict themselves to financial aspects
of their clients’ careers. A fee of 5 percent of the artist’s gross receipts is common
(although, again, there is no standard deal and many business managers work on
an hourly basis or pursuant to other arrangements.) The business manager’s func-
tions can range from simple accounting services to paying the client’s bills, ad-
vising on investments, effectively running tours, and other extremely complicated
functions. A business manager has strong fiduciary obligations to the client, as is
illustrated by ABKCO Music Inc. v. Harrisongs Music, Ltd. which follows.

Agents seem to be the dominant dealmakers in the theatre, book publishing,
films, and television, although in many areas the roles overlap. For example,
Morton Janklow of New York City, a leading author’s agent, is also a prominent
attorney. However, attorneys and personal managers have for many years been
the predominant dealmakers in the fields of records and music publishing. This
may be due to the fact that records did not begin to develop into a truly major
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area of the entertainment industries until the 1950s, and did not receive a great
deal of attention from the agents until the attorney/manager pattern had become
established. It may also be due to the fact that each of the various entertainment
industries is a “people” business—a relatively small number of participants who
know and deal with each other constantly. Then, too, in California and New
York, fees are effectively limited to 10 percent of gross receipts (while personal
managers customarily receive anywhere from 15 to 25 percent, although in in-
dividual cases the fees may run higher or lower), and the California Labor Com-
mission will not approve an agent’s contract which does not require a measurable
level of performance: A certain amount of work must be secured on a regular
basis, or the artist can terminate the term of the agreement. These considerations
may act as something of a deterrent to the involvement of agents in records and
music publishing.

Attorneys play a major role in the entertainment industries. This is nothing
new. Variety’s lead story on July 25, 1990, headlined “LEGAL EAGLES RULE
THE ROOST” and subtitled “H’wood lawyers cut the big deals, but some doubt
they deserve the big cuts,” stated:

They cultivate extravagant personal lifestyles, pocket a hefty percentage of their
deals (rather than traditional hourly fees), and even hire their own press-agents. . . .
The new Hollywood lawyer has achieved unprecedented power and prestige in the
entertainment industry and a substantial number are earning more than $2 million
a year for their efforts. At the same time, they are earning critics who fret about
their power and practices. “Hollywood lawyers have become a self-perpetuating
oligarchy,” says one network president.

Clearly, a top entertainment attorney represents a combination of expertise,
experience, and relationships (sometimes translated as “clout”). Since the popu-
lation of each of the entertainment industries is relatively small, and the “pro-
ducer” (whether book publisher, record company, film studio, or otherwise) is
likely to be a well-financed multinational conglomerate, it is not hard to see why
this phenomenon has occurred. For their part, the producers have not been at
all loath to raid the ranks of the bar to fill top executive positions. Some examples:
the late Disney president Frank Wells; Sidney Sheinberg, former president of
MCA, Inc.; Thomas Pollock, former head of MCA’s Universal Pictures unit (now,
along with director Ivan Reitman, a principal of Montecito Picture Co., producers
of “Road Trip”); Clive Davis, the legendary CEO of Arista Records for twenty-
five years, Walter Yetnikoff, M. Richard Asher, and Peter Paterno, the respective
former chairs of CBS Records (later Sony Music Entertainment), PolyGram Rec-
ords, and Hollywood Records. As will be seen in Croce v. Kurnit, in the following
section, attorneys often find themselves in the midst of very complicated rela-
tionships in the music and record industries, and they may unwittingly undertake
quasi-fiduciary obligations to persons other than those who are formally their
clients, with potentially disastrous consequences.

1.2 ATTORNEYS

Attorneys are the predominant dealmakers in the record and music publishing
industries. As the following cases indicate, just whom a particular attorney may
be representing in a particular transaction can sometimes be confusing—and
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costly. In Croce v. Kurnit, which follows, the lawyer was a principal in a record
production company that had Jim Croce under contract. Later, the attorney han-
dled some of Croce’s legal and business affairs, leading to the later charge that
the lawyer had fiduciary duties to Croce and had breached these duties. In
McCauley Music v. Solomon, a lawyer was deemed negligent in failing to advise
a client of an impending option exercise date, even though the lawyer had never
represented the client with respect to the contract in question.

Because of their roles, attorneys often develop hostile relationships with in-
dustry executives in the course of their representation of various clients. As we
see in the following discussion of Engel v. CBS, aggressive representation some-
times produces a negative, even vindictive reaction at the company.

1.2.1 Ethical Considerations

Before proceeding to a consideration of case law, however, it is important to
comment upon several phenomena which recur with considerable frequency in
relationships between entertainment attorneys and their clients: (1) percentage
fees, (2) multiple client representation, and (3) participation in business deals
with clients. Each is the subject of professional conduct rules, and each has
resulted in client disputes. In the following portions of this chapter, we discuss
the New York and California rules, as well as the ABA Model Rules; however,
similar rules are likely to be found in virtually every state. Under DR 2-106B
[22 NYCRR § 1200.11] NY Disciplinary Rule DR 1-105 (all “NY” references
being to the June 30, 1999 edition), a lawyer admitted to practice in New York
is subject to discipline in New York “regardless of where the lawyer’s conduct
occurs.” Under State Bar of California Rules of Professional Conduct (“CA”) Rule
1-100(D)(1) (all “CA” references being to the January 2000 edition,) the Califor-
nia rules “shall govern the activities of members in and outside this state, except
as members lawfully practicing outside this state may be specifically required by
a jurisdiction in which they are practicing to follow rules of professional conduct
different from these rules,” and, under CA Rule 1-100(D)(2), the California rules
apply to the activities of lawyers from other jurisdictions “while engaged in the
performance of lawyer functions in this state.”

1.2.1.1 Percentage Fees

Frequently, an entertainment lawyer will insist upon a fee based upon a per-
centage of the client’s earnings, either because the client is short of funds at the
time the lawyer is retained, or because the lawyer has sufficient “clout” that he/
she/they are able to insist upon a percentage. Typically, the fee will be 5% to
10% of the client’s gross income from matters upon which the lawyer works.
Sometimes, the fee will be “capped” at a multiple of the attorney’s regular hourly
fee (e.g., no more fees are payable when the lawyer has received 150% of what
the attorney would have received had the client paid the lawyer’s regular hourly
rate for the hours worked) or on the basis of time or product (e.g., no more fees
are payable after the third anniversary of the commencement of a record deal,
or with respect to any records sold following release of the second album.) In
other cases, the fee continues indefinitely.

A percentage fee is not illegal. However, the fee provided to an attorney under
a client fee agreement is always subject to scrutiny. It is additionally noteworthy
that under NYSBA Lawyer’s Code of Professional Responsibility [22 NYCRR §
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1200.1 et. seq.] (references to “NY,” being to the Code as of June 30 1999, as
set forth in the New York Code, Rules & Regulations) “A lawyer shall not enter
into an agreement for, charge or collect an illegal or excessive fee.” CA Rule 4—
200 (no “illegal or unconscionable” fee, setting out eleven standards of measure-
ment); In California, the fee is subject to mandatory arbitration at the election
of the client. California Business & Professions Code §6200(c). NY DR 2-106A
(“A fee is excessive when, after a review of the facts, a lawyer of ordinary pru-
dence would be left with a definite and firm conviction that the fee is in excess
of a reasonable fee,” setting out eight standards of measurement); American Bar
Association Model Rules of Professional Conduct ("ABA,” references being to the
January 1999 edition) Rule 1.5 (“A lawyer’s fee shall be reasonable,” again with
eight standards of measurement. Contingent fee agreements must always be in
writing. California Business & Professions Code §6147. (Indeed, in California,
unless an attorney has a pre-existing working relationship with the client, the
client waives the requirement with full knowledge of Section 6147, or the client
is a corporation agreement must be in writing where total foreseeable client
expenses—including attorneys” fees—exceed $1,000. Id., §6148). See, also, NY
DR 2-106D [22 NYCRR §1200.11]; ABA Rule 1.5(c).

1.2.1.2 Multiple Client Representation

This generally takes two forms (a) representation of a performing or recording
group consisting of several members, (b) representation of a “package” of some
or all of the “above the line” personnel involved with a film or television project
(i.e., producer, director, writer, lead actors). Problems may arise where one or
more participants feel that other participants are receiving preferential treatment,
or where relationships between participants deteriorate over time (just to name
two frequent scenarios.)

The key to such representation is informed written consent after full disclosure
of actual or potential problems. Under CA Rule 3-310, potential problems include
existing “legal, business, financial, professional or personal relationship” with any
of the participants, or pre-existing relationships of these types where the attorney
“knows or reasonably should know” that the previous relationship “would sub-
stantially affect the member’s representation.” Without informed written consent,
an attorney shall not “[a]ccept representation of more than one client in a matter
in which the interests of the clients potentially conflict” or continue where such
interests “actually conflict,” accept representation of a client in a subsequent
matter where the interest of the client is adverse to that of a client in another
concurrent matter, or accept employment “adverse to the client or former client
where, by reason of the representation of the client or former client, the [attor-
ney] has obtained confidential information material to the employment.” Id.

New York has strict rules concerning conflicts of interest (which obviously can
apply both to the area of representation of multiple clients and to attorneys’
participation in business dealings with their clients, which is discussed in the
following subsection.) Under DR 5-101 [22 NYCRR § 1200.20]:

A lawyer shall not accept or continue employment if the exercise of professional
judgment on behalf of the client will be or reasonably may be affected by the
lawyer’s own financial, business, property or personal interests, unless a disinter-
ested lawyer would believe that the representation of the client will not be adversely
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affected thereby, and the client consents to the representation after full disclosure
of the implications of the lawyer’s interest.

In New York, a lawyer must decline multiple representation “if the exercise of
independent professional judgment in behalf of a client will be or is likely to be
adversely affected by the lawyer’s representation of another client, or it it would
be likely to involve the lawyer in representing differing interests.” DR 5-105B
[22 NYCRR § 1200.24]. However, multiple representation is permissible “if a
disinterested lawyer would believe that the lawyer can competently represent
the interest of each [client] and if each [client] consents to the representation
after full disclosure of the implications of the simultaneous representation and
the advantages and risks involved.” DR 5-105C [22 NYCRR §1200.24].

Interestingly, the ABA Model Rules adopt a more lenient standard than either
the California or New York rules. Under ABA Model Rule 1.7:

(a) A lawyer shall not represent a client if the representation of that client will be directly
adverse to another client, unless:

(1) the lawyer reasonably believes the representation will not adversely affect the
relationship with the other client; and
(2) each client consents after consultation.
(b) A lawyer shall not represent a client if the representation of that client may be ma-
terially limited by the lawyer’s responsibilities to another client or to a third person, or
by the lawyer’s own interests, unless:
(1) the lawyer reasonably believes the representation will not be adversely affected,;
and
(2) the client consents after consultation. When representation of multiple clients
in a single matter is undertaken, the consultation shall include explanation of the
implications of the common representation and the advantages and risks involved.

1.2.1.3 Participation in Business Deals with Clients

It is always risky for an attorney to go into business with a client where the
attorney performs legal services for the venture. If the venture turns sour, the
client will frequently seek to put the blame (and any attendant financial loss) on
the attorney. California deals with attorney/client business ventures in Rule 3—
300:

A member shall not enter into a business transaction with a client; or knowingly
acquire an ownership, possessory, security or other pecuniary interest adverse to a
client, unless each of the following requirements has been satisfied:

(A) The transaction or acquisition and its terms are fair and reasonable to the client and are
fully disclosed and transmitted in writing to the client in a manner which should reason-
ably have been understood by the client; and

(B) The client is advised in writing that the client may seek the advice of an independent
lawyer of the client’s choice and is given a reasonable opportunity to seek that advice;
and

(C) The client thereafter consents in writing to the terms of the transaction or the terms of
the acquisition.

NY DR 5-104A [22 NYCRR § 1200.23] is similar to the California rule, but is
somewhat stronger:
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A lawyer shall not enter into a business transaction with a client if they have dif-
fering interests therein and if the client expects the lawyer to exercise professional
judgment therein for the protection of the client, unless:

1. The transaction and the terms on which the lawyer acquires the interest are fair and
reasonable to the client and are fully disclosed and transmitted in writing to the client in
a manner that can reasonably be understood by the client;

2. The lawyer advises the client to seek the advice of independent counsel in the transaction;
and

3. The client consents in writing, after full disclosure, to the terms of the transaction and to
the lawyer’s inherent conflict of interest in the transaction.

ABA Model Rule 1.8 (a) has elements of both of the preceding rules:

A lawyer shall not enter into a business transaction with a client or knowingly
acquire an ownership, possessory, security or other pecuniary interest adverse to a
client unless:

(1) the transaction and terms on which the lawyer acquires the interest are fair and reasonable
to the client and are fully disclosed and transmitted in writing to the client in a manner
which can reasonably be understood by the client;

(2) the client is given a reasonable opportunity to seek the advice of independent consel in
the transaction; and

(3) the client consents in writing thereto.

Croce v. Kurnit, 565 F. Supp. 884 (S.D.N.Y. 1982)

SWEET, J.

This diversity action, a portion of which was tried to the court, presented facts
which evoked memories of A Star Is Born, except that the star in this case, James
Croce, died all too soon after his ascendancy. The complaint filed by Ingrid
Croce, his widow and heir (“Mrs. Croce”), a California resident, sought to obtain
certain damages from the defendants, citizens of states other than California,
arising out of an alleged breach of certain contracts as well as recission of the
contracts on the ground of fraud, and breach of fiduciary duty. On the findings
and conclusions set forth below, judgment will be granted to the defendants
dismissing the claims of unconscionability and breach of fiduciary duty against
Cashman and West and granting Croce’s breach of fiduciary claim against Kurnit.
The defendants’ motion for judgment notwithstanding the verdict is denied. . . .

James Joseph Croce (“Jim Croce”) was born in 1943 and in the course of his
schooling attended Villanova University. There he met Ingrid, who subsequently
became his wife, and also Tommy West, who became both his friend and, as it
developed, a business associate. During the college years Jim Croce sang, played
guitar and wrote songs, as did West.

After graduation from College, Jim Croce sought to shape a career out of his
interest in music, played and sang in coffee houses, and developed both his own
style and his own music. He managed to produce a record album entitled “Fac-
ets” containing certain of his songs which he performed. He sent the album to
Tommy and sought to interest the latter in his work.

West in the meantime also developed a career in music, producing, singing
and playing for commercials. He had met Cashman with whom he collaborated
as well as Kurnit, an attorney who had been working at ABC Records, Inc. By
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1968 all three, West, Cashman and Kurnit, were at CBS, Cashman, West in the
music department and Kurnit serving in the legal department. The two musicians
together with Eugene Pistilli (“Pistilli”) decided to enter the record business on
their own and set up CP & W for that purpose. Kurnit was also a participant in
the enterprise.

In the summer of 1968, while Kurnit was still at CBS, Jim and Ingrid Croce
arrived in New York, stayed with West, and met Kurnit, who was introduced to
them as “the lawyer.” West and the Croces discussed the possibility of CP & W
producing a record by Jim Croce. The outlines of the contractual arrangements
were discussed, the Croces returned to Pennsylvania and according to West,
proposed contracts were taken to them after their trip to New York and before
their return to New York on September 17, 1968. Whether or not that occurred
(Mrs. Croce maintains it did not), the Croces did not conduct any meaningful
review of the contract until September 17, 1968.

On that date the Croces were in New York again, staying with the Wests. They
met Kurnit for the second time. He outlined the contract terms to them in a two
to three hour meeting. According to Kurnit, there was no negotiation although
a minor change in the proposed contract was made. The Croces signed three
agreements, a recording contract with CP & W, a publishing contract with Blen-
dingwell and a personal management contract also with Blendingwell (“the con-
tracts”). The Croces were unrepresented, and they were not advised to obtain
counsel by Kurnit who signed the contracts on behalf of the corporate entities.
Kurnit was known to the Croces to be a participant with Cashman, Pistilli and
West in their enterprises. The Croces did not enter into any retainer agreement
with Kurnit, were never billed by him in connection with the contracts, and
aside from the meeting of September 17, received no advice from him concerning
the contracts.

The contracts that were executed on September 17, 1968 provided that Croce
would perform and record exclusively for CP & W, as well as the terms under
which all the Croce’s songs would be published and managerial services would
be provided for the Croces. The contracts placed no affirmative requirements on
the defendants other than to pay each of the Croces approximately $600 a year
and to make certain royalty payments in the event that music or records were
sold. The duration of the contracts was seven years if options to extend were
exercised by the defendants. All rights to the Croces’ musical performances and
writings were granted to the defendants. The management contract was assign-
able.

The expert testimony offered by Mrs. Croce focused on the effect of the as-
signability of the management contract, the lack of any objective threshold to be
achieved before the exercise of options, and the interrelationship of the three
contracts. In addition other significant provisions were cited as being unfavorable
to the Croces which would have been the subject of negotiation had the Croces
in September 1968 been represented by the expert retained in 1982. These in-
cluded the term of the contracts, the royalty rate and its escalation, a revision of
the copyrights, a minimum recording sides obligation, and the time for making
objections to royalty statements.

However, certain of the provisions which were under attack were also con-
tained in the forms published by various organizations involved in the entertain-
ment industry, and there was no evidence presented in this action, meticulously
prepared by able counsel on both sides, which established that the terms of these
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contracts differed significantly from others prepared by Kurnit on behalf of the
defendants. These contracts include many terms of art and are customarily the
subject of hard bargaining in the event that the artist and the producer both
have established economic power. Here, however, no significant changes were
made in the contracts as initially proposed by Kurnit on behalf of the other
defendants.

After the contracts were executed, the parties undertook their performance.
In the summer of 1969 the recording contract was assigned to Interrobang Pro-
ductions, Inc. (“Interrobang”), as was the management contract a year later. Cash-
west is the successor in interest to Interrobang. The management contract was
assigned to Showcase Management, a company in which CP & W had an interest,
a demonstration record was prepared (a “demo”) and thereafter Capital Records
undertook to produce a Croce recording under the direction of Nick Vanet. This
recording was published in the spring of 1969 and after its publication, Jim Croce
worked hard to promote it. By the winter of 1969-70 it was apparent the album
was a failure, and Jim turned to other pursuits.

In the fall of 1968 Kurnit represented the Croces in connection with a lease.
In April 1969 Kurnit listed his firm as the party to whom all ASCAP correspon-
dence for Croce should be sent. In January 1970 Kurnit executed a document
as attorney in fact for the Croces and also was involved in the dispute between
the Croces and their then manager.

Notwithstanding, on March 19, 1970 Jim and Ingrid, unhappy with the man-
agement with which they had been provided, sought legal advice with respect
to breaking the contracts. They retained Robert Cushman (“Cushman”) of Pep-
per, Hamilton & Schatz in Philadelphia. On June 9, 1970 Croce wrote to Kurnit
seeking to terminate the contracts and advising him that “Ingrid and I are getting
out of music.” In the summer of 1970, Cushman met with Kurnit and discussed
the grievances which the Croces had expressed to him, supported at one point
by a statement of Pistilli, which, according to Cushman, established that the
Croces had been defrauded. Some revisions and amendments to the contracts
were discussed.

In December 1970 Ingrid became pregnant, and Jim returned to songwriting
and performing. Thereafter, he sent material to West who expressed interest and
delight. Cushman requested a further retainer to pursue the revision or cancel-
lation of the contracts and never heard again from either of the Croces.

In the early part of 1971 West and Cashman worked with Croce and prepared
a demo. With Kurnit's help, they sold the idea of its production to ABC, inter-
ested an established management agency in Croce with the result that Interro-
bang delegated its management contract for Croce to BNB Associates, Ltd.
(“BNB”) in September 1971. Once the relationship with the defendants resumed
in 1971 and the birth of his son in September, Jim’s career began to move. His
work was well received and in April 1971, ABC records contracted to manufac-
ture, distribute and sell Croce records. Jim was on the road late in 1971 and
1972 promoting and performing. His career skyrocketed and until September 20,
1973 the future appeared halcyon for all concerned. During 1972 Kurnit repre-
sented Croce on matters other than the contracts.

On September 20, 1973, after a concert in Louisiana, Croce took off in a private
plane. The plane crashed in a thunderstorm, and Croce was killed.

Very shortly thereafter Kurnit visited Mrs. Croce and offered to represent the
estate and to take care of the wrongful death action arising from the crash. On



22« LAW AND BUSINESS OF THE ENTERTAINMENT INDUSTRIES

September 26, 1973, Kurnit became the attorney for the Estate and Mrs. Croce.
In connection with the wrongful death action, Kurnit later stated on the form
filed with the Appellate Division on October 4, 1973: “Ingrid Croce, and her
deceased husband, James J. Croce, have been my clients since 1968. I have been
their personal attorney in a majority of their legal matters.”

Kurnit served as counsel to the estate from September 26, 1973 until June 24,
1976. During the spring of 1976 Kurnit, on behalf of the defendants, had con-
sulted Donnenfeld and Brent, a Los Angeles law firm, with respect to a movie
proposal. Thereafter, at his request on June 24, 1976 that firm was substituted
for him as counsel for the estate.

In 1975, Mrs. Croce remarried and in the company of her husband discussed
with Kurnit the use of certain material which had not been the subject of the
contracts. These discussions, involving what the parties have termed “the estate
sides,” were the subject of the contract issues concerning the publication of “The
Faces I Have Been” album resolved by the jury’s Special Verdict. During these
discussions Kurnit represented CP & W and after the initial discussion, Mrs.
Croce retained Ivan Hoffman, an attorney, to represent her. Hoffman and Kurnit
exchanged correspondence, drafts and telephone calls. There is no evidence that
Hoffman was consulted about the contracts or Mrs. Croce’s rights which resulted
from the contracts. . . .

During the period from 1968 to date the defendants received approximately
$6.9 million as a consequence of the performance of the contracts. The recording
and entertainment career of Croce is not atypical, representing as it does, initially
a famine, and ultimately a feast. No expert who testified claimed the prescience
to determine in advance what records the public will buy or in what amount.
Though the returns on a successful record are unbelievably high, the risk of
initial failure is also high. Judgment, taste, skill and luck far outweigh the time
spent or the capital expended on any particular recording.

It is on these facts that Mrs. Croce’s claims of unconscionability and breach
of fiduciary duty must be resolved, as well as the defendants” affirmative defenses
of the statute of limitations and election of remedies. The claim of fraud has not
been pressed by Mrs. Croce, and indeed there is no proof of misrepresentation,
falsity or reliance except in connection with the fiduciary duty claims.

1. Representation by Kurnit

The claims of breach of fiduciary duty and procedural unconscionability are
based on the role and actions of Kurnit at the signing and during the performance
of the contracts. Indeed, the nature of Kurnit’s relationship with the Croces
determines whether this action is barred by the statute of limitations. Therefore,
this court will assess the September 17, 1968 transaction before proceeding to
the merits of each claim.

Mrs. Croce asserts that after Kurnit had been introduced to the Croces on a
prior occasion as “the lawyer,” Kurnit acted as the Croces’ attorney at the signing
of the contracts or in such a manner as to lead the Croces to reasonably believe
that they could rely on his advice. The Croces were aware of the fact that Kurnit
was an officer, director and shareholder of Blendingwell and Cashwest on whose
behalf Kurnit signed the contracts.

In light of the facts set forth above, Kurnit did not act as the Croces” attorney
at the signing of the contracts. Even in the absence of an express attorney-client
relationship, however, a lawyer may owe a fiduciary obligation to persons with
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whom he deals. . . . In particular, a fiduciary duty arises when a lawyer deals with
persons who, although not strictly his clients, he has or should have reason to
believe rely on him. . .. Kurnit's introduction as “the lawyer,” his explanation to
the Croces of the “legal ramifications” of the contracts which contained a number
of legal terms and concepts, his interest as a principal in the transactions, his
failure to advise the Croces to obtain outside counsel, and the Croces lack of
independent representation taken together establish both a fiduciary duty on the
part of Kurnit and a breach of that duty.

In Howard v. Murray, 43 N.Y.2d 417, 372 N.E.2d 568, 401 N.Y.S.2d 781
(1977), an action to rescind a mortgage, bond and option arrangement, an
attorney-client relationship had existed between the parties before the attorney
became a principal in the transaction. The court concluded that any doubt as to
whether an attorney-client relationship existed at the time of the transaction
“should readily have been resolved against the defendant, absent proof of a clear
and forthright statement to his clients that he was no longer their attorney and
that they should obtain outside counsel before continuing any negotiations.” Id.
at 422, 372 N.E.2d at 570, 401 N.Y.S.2d at 784. Although I conclude that Kurnit
did not act as counsel to the Croces before September 1968, the events sur-
rounding the execution of the contracts, in particular his failure to advise the
Croces to obtain counsel, establish the applicability of Howard v. Murray in
determining the obligations of Kurnit.

Moreover, the limits of the fiduciary relationship as defined in Penato v.
George, 52 A.D.2d 939, 383 N.Y.S.2d 900 (2d Dep’t 1976) apply. The court there
realized that the

exact limits of such a relationship are impossible of statement (see Bogert, Trusts
& Trustees [2d ed.], § 481). Broadly stated, a fiduciary relationship is one founded
upon trust or confidence reposed by one person in the integrity and fidelity of
another. It is said that the relationship exists in all cases in which influence has
been acquired and abused, in which confidence has been reposed and betrayed.
The rule embraces both technical fiduciary relations and those informal relations
which exist whenever one man trusts in, and relies upon, another.

383 N.Y.S.2d at 904-95. (citations omitted).

This definition of a fiduciary duty applies not only to Kurnit's relationship but
also on the facts of this case to West and Cashman, in whom the Croces placed
their trust. Before further addressing Mrs. Croce’s breach of fiduciary duty al-
legations, however, the defendants™ statute of limitations defense warrants ex-
amination. For these purposes, Kurnit's relationship with the Croces controls.

2. Statute of Limitations

The applicable statute of limitations is six years for fraud and breach of fidu-
ciary duty. N.Y. Civ. Prac. § 213(1) & (2)(McKinney). To avoid the time bar, Mrs.
Croce asserts that Kurnit's continuous representation of the Croces from Sep-
tember 17, 1968 to June 24, 1976 tolls the statute under the “continuous rep-
resentation” doctrine set forth in Greene v. Greene, 56 N.Y.2d 86, 436 N.E.2d
496, 451 N.Y.S.2d 46 (1982). In that case, the New York Court of Appeals held
that for statute of limitations purposes a cause of action against an attorney for
acts arising out of the attorney’s representation of the plaintiff does not accrue
during the period of that representation. . . .
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Although this court has determined that Kurnit did not act as the Croces’
attorney at the signing of the contracts, he did thereafter serve as their attorney
in related and unrelated matters. Indeed, in the retainer statement dated October
4, 1973, to the Judicial Conference of the State of New York referred to above,
Kurnit himself stated that his representation commenced in 1968, after the ex-
ecution of the contracts on September 18.

A lawyer’s “various activities” on [a client’s] behalf can be seen as part of a
course of continuous representation concerning the same or related problem. . . .
Although representing the Croces in a lease dispute is not related to the con-
tracts, the representation of the Croces by Kurnit stems from their relationship
arising from the contracts. Moreover, Kurnit’s listing on the ASCAP application,
his correspondence signed as “attorney-in-fact” regarding the songwriting con-
tract and his assistance in resolving claims with the Croce’s then-manager indi-
cate continuous representation concerning the performance of the contracts.
Kurnit’s representation of the Croces on unrelated matters emphasizes the trust
and reliance that the Croces placed in Kurnit as their attorney. Consequently, T
conclude that Kurnit's representation to the New York Judicial Conference sets
the date for the beginning of the tolling period as September 18, 1968.

Kurnit asserts, however, that Jim Croce’s consultation of Cushman on March
19, 1970 ends the toll. The rationale for the continuous treatment doctrine lends
credence to this assertion. Because a “relationship between the parties is marked
by trust and confidence . . . [because] there is presented an aspect of the rela-
tionship not sporadic but developing; . . . [and because] the recipient of the ser-
vice is necessarily at a disadvantage to question the reason for the tactics
employed or the manner in which the tactics are executed,” the continuous treat-
ment doctrine was extended to continuous representation. . .. However, Jim
Croce’s retention of Cushman in 1970 to attempt to terminate the contracts also
terminated the continuing representation by Kurnit.

Mrs. Croce argues that any interruption of the toll by the retention of Cushman
should end by December of 1970 when Jim Croce decided to work pursuant to
the contracts and discontinued any relationship with Cushman. However, once
Jim Croce consulted Cushman, he was no longer the disadvantaged client unable
to question or to pursue remedies for perceived wrongs. He inquired of his right
to terminate the contract and chose not to exercise them. Hence, I conclude that
the statute of limitations began to run on March 19, 1970 and continued to run
for three and one half years until Kurnit was appointed to represent the Estate
of Jim Croce.

Nonetheless, once Jim Croce died, his Estate had the right to pursue whatever
causes of action survived his death. By the September 26, 1973 appointment of
Kurnit as counsel to the Estate, the relationship between the Estate and Kurnit
was marked by confidence and trust, once again placing Kurnit in a fiduciary
relationship and making the continuing representation doctrine applicable as to
the Estate.

Moreover, in Pet, Inc. v. Lustig, 77 A.D.2d 455, 433 N.Y.S.2d 934, 935-36 (4th
Dep’t 1980), the court held that it “would not permit the statute of limitations
to run where the one claiming the benefit of the statute is the one charged in
law with the duty of asserting and enforcing the claim before the statute runs”
(citations omitted). In the instant case, Kurnit asserts the statute of limitations as
a bar to Mrs. Croce’s claims. However, once he was appointed counsel for the
Estate, he had the duty of asserting claims on behalf of the Estate. Although it
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is understandable that Kurnit did not investigate or pursue claims against his
own interest, he may not now claim the benefit of the statute of limitations.

Therefore I conclude that the statute of limitations was tolled for two years
and nine months from September 26, 1973 until June, 1976 when Donnenfeld
and Brent were substituted as counsel for the Estate. . ..

The statute of limitations ran for three and one half years from March 1970 to
September 1973 and for two years and one month from June 1976 to July 21,
1978, the date on which this action was filed. Hence I conclude that this action
is not barred by the statute of limitations.

3. Unconscionability and Breach of Fiduciary Duty

Mrs. Croce contends that the contracts were unconscionable. An unconscion-
able contract “affronts the sense of decency,” . . . and usually involves gross one-
sidedness, lack of meaningful choice and susceptible clientele. J. Calamari & J.
Perillo, Contracts § 9—40 (2d ed. 1977). A claim of unconscionability “requires
some showing of ‘an absence of meaningful choice on the part of one of the
parties together with contract terms which are unreasonably favorable to the
other party.” . ..

Additionally, Mrs. Croce alleges that defendants breached their fiduciary duty
to the Croces. A fiduciary relationship is bound by a standard of fairness, good
faith and loyalty. . . . Substantial testimony was adduced on the subject of the
inherent conflict presented by the control of the management contract by the
publisher. The management contract, of course, served only the interest of the
artist, although obviously the interest of the artist and his career were inextricably
interwoven with the publication and promotion of his product. For example,
BNB, when undertaking the assignment to manage Croce, immediately obtained
a royalty rate increase, of course, thus affecting its own compensation.

The significance of management contracts depends on the needs of artists,
some of whom are entirely capable of performing all the business and promotion
duties while others seek to concentrate solely on their artistic efforts. As the
relationship developed, Croce depended on his manager significantly, but the
conflict between the artist and the producer does not so completely overbalance
the mutuality of their interest as to make management and recording contracts
held or controlled by the same interests, as occurred here, in and of itself, de-
terminative of the issues of unfairness and unconscionability. Indeed, it was Kur-
nit who ultimately arranged for a separate management contract, albeit that the
contract with BNB barred the manager from urging the artist to terminate the
contracts.

As the facts stated above indicate, the contracts were hard bargains, signed by
an artist without bargaining power, and favored the publishers, but as a matter
of fact did not contain terms which shock the conscience or differed so grossly
from industry norms as to be unconscionable by their terms. The contracts were
free from fraud and although complex in nature, the provisions were not for-
mulated so as to obfuscate or confuse the terms. Although Jim Croce might have
thought that he retained the right to choose whether to exercise renewal options,
this misconception does not establish that the contracts were unfair. Because of
the uncertainty involved in the music business and the high risk of failure of new
performers, the contracts, though favoring the defendants, were not unfair. . ..
Therefore, I conclude that the terms of the contracts were neither unconscionable
nor unfair and that Cashman and West did not breach a fiduciary duty.



26 +« LAW AND BUSINESS OF THE ENTERTAINMENT INDUSTRIES

In considering procedural unconscionability this court notes that the instant
situation lacks the elements of haste and high pressure tactics. . . . Indeed, they
benefitted the Croces by millions of dollars. Thus Kurnit's actions do not rise to
the level of procedural unconscionability. Kurnit, however, as a lawyer and prin-
cipal, failed to advise the Croces to retain independent counsel and proceeded
to give legal advice to the Croces in explaining the contracts to them. These
actions, as discussed above, constitute a breach of the fiduciary duty Kurnit owed
the Croces. . ..

4. Remedy

Mrs. Croce seeks rescission of the contracts or more specifically termination
of the contracts on the date of judgment. Since Mrs. Croce sued for breach of
contract in Counts 4, 5 and 6, defendants assert that she is barred from seeking
rescission because of the doctrine of election of remedies, which prevents a party
who pursued two inconsistent theories from obtaining duplicative relief.

Although the doctrine of election of remedies does not preclude rescission, I
find that rescission is inappropriate on the facts of this case. The Second Circuit
has recognized that rescission is an extraordinary remedy, Canfield v. Reynolds,
631 F.2d 169, 178 (2d Cir. 1980), which is granted only where the breach is
found to be “material and willful, or, if not willful, so substantial and fundamental
as to strongly tend to defeat the object of the parties in making the contract.” . ..

The breach of fiduciary duty by Kurnit is not so fundamental as to defeat the
intent or purpose of the contract.

Moreover, the contracts have been performed. In attempting to return to the
status quo Mrs. Croce would have the defendants retain the money they received
under the contracts as compensation for their services and return the master
tapes and copyrights to her. Defendants oppose this remedy as unjust enrich-
ment. Although this court has difficulty perceiving how the status quo ante could
ever be determined, achieving this possibility does not make rescission appro-
priate when, as in the instant case, the breach of fiduciary duty is not a breach
going to the root of the contract.

Mrs. Croce is, however, entitled to damages resulting from Kurnit's breach of
fiduciary duty in failing to advise the Croces to seek independent counsel. Given
the bifurcated nature of this lawsuit, and the fact that, but for Kurnit's breach,
the second branch of Mrs. Croce’s complaint, claiming fraud, unconscionability,
and breach of fiduciary duty, would in all likelihood not have arisen, this court
assesses Mrs. Croce’s damages to be the costs and attorneys’ fees expended in
prosecuting those claims, and determines that Kurnit is liable for this amount.

McCauley Music Ltd. v. Solomon, Ontario (Canada) Supreme Court,
No. 34849/79

In an unreported case, a Toronto court imposed liability for negligence upon an
entertainment lawyer for failure to advise a client of an impending option exercise
date, although the lawyer had never represented the client with respect to the
particular contract under which the option arose.

Dan Hill (who was later to achieve great success with the recording of his own
composition “Sometimes When We Touch”) became friendly with Matthew
McCauley while at school. Dr. McCauley, Matthew’s father, was a composer,
conductor, and teacher, with a number of distinguished music industry credits.



REPRESENTING TALENT < 27

The McCauleys became involved with Hill's career, absorbing his expenses and
paying $50,000 to create recordings of his performances. Hill became close
friends with the McCauley family, and Matthew worked full time to promote
Hill’s career.

It became clear to the McCauleys that it would be appropriate for Hill to have
separate legal representation, and through Fiedler (a manager whom Hill had
met), Hill retained Solomon as his attorney. In May 1975, Hill (represented by
Solomon) signed recording and music publishing contracts with the McCauleys,
who were represented by an attorney named Newman (who represented the
McCauleys in general matters).

The agreements provided for fixed terms of one year with four one-year op-
tions, each exercisable by written notice at least 15 days prior to the commence-
ment of the next option year.

The McCauleys then decided to enter into a record distribution agreement
with GRT, a Canadian manufacturer. Newman represented the McCauleys, Sol-
omon represented GRT (as he had for the previous five years).

During the same month, Hill signed a management agreement with Finkel-
stein and Fiedler, who were represented by Solomon. Hill was unrepresented,
but signed a letter (prepared by Solomon) that he had elected not to seek separate
legal representation in connection with the management agreement.

The following month, Finkelstein & Fiedler succeeded in favorably renegoti-
ating Hill's contract with the McCauley company, with Newman acting for the
McCauley interests and Solomon for Hill. Later that year, the McCauleys (rep-
resented by Newman) negotiated an amendment to the GRT agreement (with
GRT represented by Solomon).

At about this time, the McCauleys (according to Judge Carruthers) became
“dissatisfied or disturbed with Newman’s expertise in handling matters which
related to the music business.” Thereafter, Newman continued to act for the
McCauleys with respect to “corporate affairs” and Solomon acted for them with
respect to certain music matters (although it was a matter of dispute as to whether
Newman also continued to represent them on some music matters).

The following year, Solomon represented the McCauleys in negotiating a for-
eign subpublishing agreement (which, of course, would also benefit Hill), which
was to have a term of three years. During the second year of the subpublishing
agreement, Solomon renegotiated the foreign subpublishing agreement, substi-
tuting a new contract with a three-year term (so that the overall subpublishing
term would be five years). Under the new subpublishing agreement, the Mc-
Cauley company received $300,000, of which half went to Hill. That same year,
Solomon negotiated a printed music license agreement on behalf of the Mc-
Cauleys.

At about that time, Matthew asked Solomon to prepare summaries of all of
McCauley Music’s contracts relating to Hill, but Solomon (after consultation with
Finkelstein) refused to do so.

During the summer of 1978, Finkelstein & Fiedler asked Solomon to review
Hill's contracts with McCauley Music to determine whether they had lapsed
because of McCauley's failure to formally exercise its options. (By this time, the
agreements had been in effect for almost four years, and neither side had made
an issue out of the fact that no option exercise notices had ever been given.)
Thereafter, Queen’s Counsel was retained to notify McCauley Music of Hill’s
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position that the agreements had lapsed. (Hill subsequently entered into a lu-
crative recording contract with a major U.S. record company.)

McCauley Music thereupon sued, claiming (1) that Finkelstein & Fiedler, Hill,
and Solomon were estopped by their conduct from asserting lapse on the basis
of absence of notice, (2) that Finkelstein & Fiedler had wrongfully induced Sol-
omon to fail to advise McCauley Music to pick up its options (with Hill being
vicariously liable for the actions of his managers), and (3) that Solomon was liable
for negligence for failure to give such advice.

Hill and Finkelstein & Fiedler settled with McCauley after the first day of
trial, and the case thereafter proceeded solely against Solomon. Solomon’s de-
fense stressed the fact that McCauley Music and Hill had always ignored the
absence of formal notice, and asserted that the McCauleys could have pressed
the issue of the continuing vitality of the Hill/McCauley agreements. In addition,
the defense asserted that Newman had the responsibility of advising the Mc-
Cauleys on option dates (since Newman had prepared the agreements for the
McCauleys and Solomon had never acted for the McCauleys vis-a-vis Hill), and
that Dr. McCauley’s experience in the music business was such that he, too, was
or should have been aware of them.

On the issue of McCauley’s acquiescence in Hill's departure, Judge Carruthers
stated “T do not think it lies in Solomon’s mouth now to maintain or suggest that
Hill may not in law be entitled to have terminated the agreements. It was Sol-
omon who, at the urging of Finkelstein & Fiedler, brought about this situation.”
Although indicating that “it would have been better” if Newman had specifically
directed Dr. McCauley’s attention, at the time the contracts were executed, to
the need to “diarize” option dates, Judge Carruthers did not consider this neg-
ligence on Newman’s part so as to make Newman liable for McCauley’s damages.
The problem, according to Judge Carruthers, lay in the fact that after the
McCauleys felt it necessary to go beyond Newman in “music matters, . . . Solo-
mon accepted them as clients on many occasions. From the point of the Mec-
Cauleys, Solomon thereafter provided the legal assistance they needed in this
area of their endeavours. Whether he was to work under a general retainer or
not is something I do not think ever entered their mind. When something came
up in the music field that required the attention of a lawyer, they turned to
Solomon. He never suggested that he could not help them, except once.” The
one instance, of course, was the request for the summaries of the Hill contracts.

The Court focused on the two occasions upon which Solomon had negotiated
foreign subpublishing agreements for the McCauleys, and stated that “it was
incumbent upon Solomon to satisfy himself that the [McCauley/Hill] publishing
agreement . . . was and could continue to be in full force and effect for the period
provided for therein, before beginning to negotiate for and obtain a ‘subpublish-
ing’ agreement.” The Court mentioned the fact that by his own admission, Sol-
omon had considered the option provisions of the McCauley/Hill agreement to
some degree at the time of the negotiations (although Solomon stated that he
only did so to satisfy himself that sufficient album commitments remained under
the McCauley/Hill agreement to satisfy the requirements of the subpublishing
agreement). He admitted that he overlooked the requirement that Hill be paid
$5000 in connection with the option exercises for 1977 and 1978. On cross-
examination:

Q. You just never addressed your mind at all. The question is: Would you now
regard it as your duty to give [the McCauleys] advice in that respect having just
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negotiated a valuable contract for them that depended on their keeping alive the
McCauley/Hill agreements?

A. Yes.

Q. All right. And you failed in that duty, didn’t you, because you forgot about
it?

A. Yes.

[The Court found that even if Solomon had never been involved with Hill or
Finkelstein & Fiedler, he would have been under this duty with respect to the
McCauleys (a position the Court found supported by an expert witness called on
behalf of Solomon). Further, the Court stated:]

... I am sure that had he been free to do so, Solomon would have done what
was necessary because that would be in keeping with the spirit of the relationship
which had existed between the McCauleys and Hill from the outset of their
getting together. Unfortunately for the McCauleys, at least, Solomon was be-
holden to others and in particular Finkelstein & Fiedler. If Solomon ever pos-
sessed any thought of correcting the situation, it was wiped from his mind by
his telephone conversations with Finkelstein & Fiedler. Their object was obvi-
ously to cut McCauley Music out of Hill's career and all that went with it. . ..
Rather than disassociate himself with this position, which under the circum-
stances, in my opinion, he should have done, Solomon helped Finkelstein &
Fiedler to gain their object.

[Judge Carruthers went on to note that the McCauleys were at all times aware
that Solomon represented Hill, Finkelstein & Fiedler, and GRT, and that Mat-
thew’s view was that it was the McCauleys’” responsibility to consider conflict-
of-interest issues. However, Judge Carruthers stated that “it is not the
responsibility of the client to be concerned about conflict of interest or potential
conflict of interest. It is the concern of the solicitor. . ..”

The problem, however, did not stem from conflict of interest, according to
Judge Carruthers, but, rather from the fact that Solomon “purely and simply did
not do that which he was required to do on his admission and for that reason
alone he is liable to McCauley Music for whatever damage it has sustained by
reason of that failure.” For this reason, Judge Carruthers declined to award pu-
nitive damages and referred the case to a special master to determine actual
damages.]

1.2.2 Additional Hazards for Counsel

The ethical problems discussed in the preceding section are not the only con-
cerns which entertainment lawyers face. It is axiomatic that an attorney is re-
quired to represent a client zealously. However, the entertainment industries are
full of powerful companies whose leaders are often upset by lawyers they per-
ceive as overly aggressive. In such a situation, an executive may yield to the urge
to punish an attorney for what may in truth be simply a case of the attorney
seeking to secure the best possible deal for a client. The long history of litigation
between Don Engel and CBS, Inc. is instructive in this area. Engel represented
Tom Scholz, the leader of a rock group named Boston. Although Boston had
enormous early success, there was ultimately a falling-out between Scholz and
Walter Yetnikoff, then Chairman of CBS Records. CBS sued Scholz, the group,
and the group’s former manager in New York, seeking $20,000,000 in damages.
Meanwhile, Engel, taking the position that the term of Scholz’s agreement with
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CBS Records had terminated, sought offers from other labels and ultimately
negotiated a deal for Scholz at MCA Records whereupon CBS commenced a
second suit in New York, this time against Scholz, the band, the band’s new
manager, MCA Records, and Engel. After winning a summary judgment in the
New York action with respect to the cause of action against him (he ultimately
recovered $6.5 million from CBS for his client as well,) Engel (whose practice
was—and remains—bicoastal) sued CBS and its attorneys in California for ma-
licious prosecution. The long history of this litigation is summarized in the
opinion of the New York Court of Appeal in Engel v. CBS, Inc., 93 N.Y.2d 195,
1999 WL 185099 (1999), which answered a question referred to the Court of
Appeal by the Second Circuit, which, relying upon such response, affirmed the
decision of the Southern District granting summary judgment to the defendants.
Engel v. CBS, Inc., 182 F.3d 124 (2d Cir. 1999).

Engel had sued in California because earlier New York case law indicated that
in order for an attorney to recover for malicious prosecution, the attorney would
have to demonstrate that the defendant had interfered with the attorney’s person
or property via a “provisional remedy” such as an arrest. California had no such
rule. However, New York law was deemed applicable, and the case ultimately
wound up in New York. The New York Court of Appeal rejected the idea that
an attorney had to suffer under a “provisional remedy,” but nonetheless required
“special injury,” some “concrete harm that is considerably more cumbersome
than the physical, psychological or financial demands of defending a lawsuit.”
This would achieve “the balance required between discouraging excess litigation
on the one hand and prohibiting the malicious use of the courts on the other.”
Nor would the court carve out a special rule applicable to suits against attorneys.
Turning to the particular case in hand, the Court of Appeal found that although
Engel and his clients had been put to additional expenditures of time and money,
“the burden did not form the critical mass necessary to be cognizable as special
injury.” Although CBS’s actions were “reprehensible,” Engel’s practice and rep-
utation did not suffer (indeed, they were, if anything, considerably enhanced by
his courage and tenacity).

Thus, Engel achieved a victory of sorts—for lawyers following after him. How-
ever, it is clear that punitive tactics by entertainment companies against attorneys
are still cause for concern.

NOTES

1. For an inside look at the early history of this case, see Don Engel, “Anatomy of a
Little Murder,” 1997-98 Entertainment, Publishing and The Arts Handbook 277 (St. Paul:
West Group, 1997).

2. One of Don Engel’s concerns was that defending the action against him might put
him in a conflict of interest vis a vis Scholz. Despite this, as the court observed, Engel
was able to discharge his duties to Scholz with total effectiveness. However, attorneys also
need to be concerned with matters which do not involve conflicts. “Complaints to griev-
ance committees about attorney conduct have escalated in recent years, and neglect has
been one of the most common complaints.” Dana D. Peck and James J. Coffey, “Unhappy
Clients May Lodge Complaints of Neglect Even When Malpractice Is Not an Issue,” NY
State Bar J. May/June 1999, p. 47. See DR 6-101(a)(3) [22 NYCRR §1200.30]; ABA Model
Rule 1.3; CA Rule 3-110.

3. Nor are conflicts with clients the only cause for concern. Attorneys change firms
with increasing frequency. “[A] modern-day law firm fixture [is] the revolving door.” Grau-
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bard Mollen Dannett & Horowitz v. Moskowitz, 86 N.Y.2d 112, 629 N.Y.S. 2d 1009(1995).
However, law partners owe each other a fiduciary duty of loyalty (which, of course, must
be balanced by their duties to their clients.) In this case, the firm’s partnership agreement
(to which the defendant was a party) was designed to make the firm’s clients “institutional”
rather than linked to a specific attorney; in this way, the members of the firm could expose
their clients to other attorneys in the firm without (at least in theory) risking losing those
clients in case of attorney defection. While the Graubard decision permits a departing
lawyer to inform his/her clients about a change of firm affiliation, “preresignation surrep-
titious” solicitation of clients is actionable.

4. Of course, an attorney who makes a lateral move and wishes to bring pre-existing
clients along must take care that this will not cause a conflict with the clients of the firm
to which the attorney moves. See Ellen R. Peck, “Career Transitions,” California Lawyer,
March 2000, p. 64.

5. Ethics materials are available from the following websites: www.law.cornell.edu/
ethics/listing. html (state-by-state), www.findlaw.com/0Itopics/14ethics/bars.html and www.
legalethics.com. ABA resources include its Center for Professional Responsiblity, www.
abanet.org/cpr/home.html, as well as summaries of ethics opinions, www.abanet.org/cpr/
ethicopinions.html.

1.3 AGENTS AND MANAGERS

1.3.1 Union Regulation of Agents

In the theatre, films and television, the activities of agents and unions are closely
interrelated. Although the collective bargaining agreements by which employ-
ment in these industries are governed are negotiated directly between the unions
and the producers, the overwhelming majority of working performers in these
industries are represented by agents, who, in turn, are heavily regulated by the
unions through their “franchising” systems, i.e., licenses under which agents
agree to abide by specific union regulations. If an agent lacks a union “franchise,”
the members of the subject union are not permitted to engage that agent to
represent them. One of the principal points upon which a union will insist is
that the agent not commission minimum salaries, i.e., “scale” payments, or
amounts received by way of reimbursement for such items as travel expenses in
connection with work.

In H.A. Artists & Associates, Inc. v. Actors’ Equity Assn, 451 U.S. 704 (1981),
the Supreme Court upheld the legality of Actor’'s Equity Association’s franchise
system against an attack by an association of theatrical agents under the antitrust
laws, specifically §§ 1 and 2 of the Sherman Act, 26 Stat. 209, as amended, 15
U.S.C. §§ 1 and 2. In an opinion by Mr. Justice Stewart, upholding the trial
court’s finding that Equity was protected by the statutory exemption from the
application of the antitrust laws, the Court characterized agents as “independent
contractors who negotiate contracts and solicit employment for their clients [and]
do not participate in the negotiation of collective-bargaining agreements between
Equity and the theatrical producers.” The existence of the franchise system was
not due to a conspiracy between Equity and theatrical producers, or between
Equity and the organization representing the agents. It was essentially a reflec-
tion of the exigencies of the business. “[A]n actor without an agent does not have
the same access to producers or the same opportunity to be seriously considered
for a part as does an actor who has an agent. Even principal interviews, in which
producers are required to interview all actors who want to be considered for
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principal roles, do not eliminate the need for an agent, who may have a greater
chance of gaining an audition for his client. .. .[and the absence of an agent
means that] an actor would have significantly lesser chances of gaining employ-
ment.” Moreover, said the Court, the Second Circuit had been correct in
“[rlelying on Musicians v. Carroll, 391 U.S. 99 [to conclude] that the agents were
themselves a “labor group,” because of their substantial “economic interrelation-
ship” with Equity, under which “the union [could] not eliminate wage compe-
tition among its members without regulation of the fees of the agents.” 622 F.2d,
at 650, 651. Accordingly, since the elimination of wage competition is plainly
within the area of a union’s legitimate self-interest, the court concluded that the
exemption was applicable.”

1.3.2 State Regulation of Agents

Both New York and California, the states with the largest concentrations in the
entertainment industries, have enacted legislation to control agents. At one time,
the California statute seemed to be directed at personal managers as well, but a
closer reading reveals that the statute applies only when the personal manager
is in fact engaged in, or committed to, seeking employment for the artist. The
language of the California statute was amended in the late 1970s to reflect more
accurately that agents are the ones being controlled.

Both states require licensing of agents. To be an agent and yet fail to register
and be licensed can carry severe consequences, as the statutes set forth in this
section reveal. Both licensed and unlicensed agents are affected by the legislation
in these two jurisdictions. However, they are affected differently, and statutory
and administrative exceptions provide considerable latitude.

Starting with the prototype, New York, a small but growing number of state
legislatures (most recently, Minnesota, in Minn. Stat. Ch. 184A, Entertainment
Services, enacted in 1993), have adopted statutes to regulate the activities of
“agents.” But who is an agent is open to question. For example, in the Pine case,
a “one-shot” effort at securing a recording contract resulted in a decision that
the “finder” was an agent, whereas in the Mandel case an attorney was found to
be a manager rather than an unlicensed agent.

This section presents portions of the relevant New York and California statutes,
then proceeds to consideration of pertinent parts of the statutes themselves and
cases interpreting the statutes.

1.3.2.1 New York General Business Law
§ 170. Application of article

This article shall apply to all employment agencies in the state.
§ 171. Definitions

Whenever used in this article:

1. “Commissioner” means the industrial commissioner of the state of New
York, except that in the application of this article to the city of New York the
term “commissioner” means the commissioner of licenses of such city.

2. a.“Employment agency” means any person (as hereinafter defined) who, for
a fee, procures or attempts to procure:

(1) employment or engagements for persons seeking employment. . . .
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3. “Fee” means anything of value, including any money or other valuable con-
sideration charged, collected, received, paid or promised for any service, or act
rendered or to be rendered by an employment agency. . . .

7. “Person” means any individual, company, society, association, corporation,
manager, contractor, subcontractor, partnership, bureau, agency, service, office
or the agent or employee of the foregoing.

8. “Theatrical employment agency” means any person . . . who procures or at-
tempts to procure employment or engagements for circus, vaudeville, the variety
field, the legitimate theater, motion pictures, radio, television, phonograph re-
cordings, transcriptions, opera, concert, ballet, modeling or other entertainments
or exhibitions or performances, but such term does not include the business of
managing such entertainments, exhibitions or performances, or the artists or at-
tractions constituting the same, where such business only incidentally involves
the seeking of employment therefor.

9. “Theatrical engagement” means any engagement or employment of a person
as an actor, performer or entertainer in employment. . . .

§ 172. License required

No person shall open, keep, maintain, own, operate or carry on any employ-
ment agency unless such person shall have first procured a license therefore as
provided in this article. Such license shall be issued by the commissioner of labor,
except that if the employment agency is to be conducted in the city of New York
such license shall be issued by the commissioner of consumer affairs of such city.
Such license shall be posted in a conspicuous place in said agency.

§ 173. Application for license . . .

b. The application for a license shall be accompanied by samples or accurate
facsimiles of each and every form which the applicant for a license will require
applicants for employment to execute, and such forms must be approved by the
commissioner before a license may be issued. The commissioner shall approve
any such forms which fairly and clearly represent contractual terms and condi-
tions between the proposed employment agency and applications for employ-
ment, such as are permitted by this article . . .

§ 174. Procedure upon application; grant of license

1. Upon the receipt of an application for a license, the commissioner shall
cause the name and address of the applicant, the name under which the em-
ployment agency is to be conducted, and the street and number of the place
where the agency is to be conducted, to be posted in a conspicuous place in his
public office. Such agency shall be used exclusively as an employment agency
and for no other purpose, except as hereinafter provided. The commissioner shall
investigate or cause to be investigated the character and responsibility of the
applicant and agency manager and shall examine or cause to be examined the
premises designated in such application as the place in which it is proposed to
conduct such agency. The commissioner shall require all applicants for licenses
and agency managers to be fingerprinted.

2. Any person may file, within one week after such application is so posted in
the said office, a written protest against the issuance of such license. Such protest
shall be in writing and signed by the person filing the same or his authorized
agent or attorney, and shall state reasons why the said license should not be
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granted. Upon the filing of such protest the commissioner shall appoint a time
and place for the hearing of such application, and shall give at least five days’
notice of such time and place to the applicant and the person filing such protest.
... If it shall appear upon such hearing or from the inspection, examination or
investigation made by the commissioner that the applicant or agency manager is
not a person of good character or responsibility; or that he or the agency manager
has not had at least two years experience as a placement employee, vocational
counsellor or in related activities, or other satisfactory business experience which
similarly tend to establish the competence of such individual to direct and op-
erate the placement activities of the agency; or that the place where such agency
is to be conducted is not a suitable place therefor; or that the applicant has not
complied with the provisions of this article; the said application shall be denied
and a license shall not be granted. Each application should be granted or refused
within thirty days from the date of its filing. . . .

§ 176. Assignment or transfer of license; change of location; additional locations

A license granted as provided in this article shall not be valid for any person
other than the person to whom it is issued or any place other than that designated
in the license and shall not be assigned or transferred without the consent of the
commissioner. . . . The location of an employment agency shall not be changed
without the consent of the commissioner, and such change of location shall be
indorsed upon the license. . . .

§ 185. Fees

1. Circumstances permitting fee. An employment agency shall not charge or
accept a fee or other consideration unless in accordance with the terms of a
written contract with a job applicant. . . . The maximum fees provided for herein
for all types of placements or employment may be charged to the job applicant
and a similar fee may be charged to the employer. . . .

2. Size of fee; payment schedule. The gross fee charged to the job applicant
and the gross fee charged to the employer each shall not exceed the amounts
enumerated in the schedules set forth in this section, for any single employment
or engagement, except as hereinabove provided; and such fees shall be subject
to the provisions of section one hundred eighty-six of this article. . . .

4. Types of employment. For the purpose of placing a ceiling over the fees
charged by persons conducting employment agencies, types of employment shall
be classified as follows: . .. Class “C”"—theatrical engagements; . . .

8. Fee ceiling: For a placement in class “C” employment the gross fee shall
not exceed, for a single engagement, ten per cent of the compensation payable
to the applicant, except that for employment or engagements for orchestras and
for employment or engagements in the opera and concert fields such fees shall
not exceed twenty per cent of the compensation. . . .

§ 187. Additional prohibitions

An employment agency shall not engage in any of the following activities or
conduct:

(1) Induce or attempt to induce any employee to terminate his employment
in order to obtain other employment through such agency;. .. or procure or
attempt to procure the discharge of any person from his employment.
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(2) Publish or cause to be published any false, fraudulent or misleading infor-
mation, representation, promise, notice or advertisement. . . .

(5) Send or cause to be sent any person to any employer where the employ-
ment agency knows, or reasonably should have known, that the prospective em-
ployment is or would be in violation of state or federal laws governing minimum
wages or child labor, or in violation of article sixty-five of the education law
relating to compulsory education or article four of the labor law, or, that a labor
dispute is in progress, without notifying the applicant of such fact, and delivering
to him a clear written statement that a labor dispute exists at the place of such
employment, or make any referral to an employment or occupation prohibited
by law.

(6) Send or cause to be sent any person to any place which the employment
agency knows or reasonably should have known is maintained for immoral or
illicit purposes; nor knowingly permit persons of bad character, prostitutes, gam-
blers, procurers or intoxicated persons to frequent such agency. . . .

(8) Engage in any business on the premises of the employment agency other
than the business of operating an employment agency, except as owner, manager,
employee or agent, the business of furnishing services to employers through the
employment of temporary employees. . . .

§ 189. Enforcement of provisions of this article

1. This article shall be enforced by the commissioner of labor, except that in
the city of New York this article and such sections shall be enforced by the
commissioner of consumer affairs of such city.

2. To effectuate the purposes of this article, the commissioner or any duly
authorized agent or inspector designated by such commissioner, shall have au-
thority to inspect the premises, registers, contract forms, receipt books, appli-
cation forms, referral forms, reference forms, reference reports and financial
records of fees charged and refunds made of each employment agency, which
are essential to the operation of such agency, and of each applicant for an em-
ployment agency license, as frequently as necessary to insure compliance with
this article and such sections; but in no event shall any employment agency be
inspected less frequently than once every eighteen months. The commissioner
shall also have authority to subpoena records and witnesses or otherwise to con-
duct investigations of any employer or other person where he has reasonable
grounds for believing that such employer or person is violating or has conspired
or is conspiring with an employment agency to violate this article or such sec-
tions.

3. To effectuate the purposes of this article, the commissioner may make rea-
sonable administrative rules within the standards set in this article. . . .

4. Complaints against any such licensed person shall be made orally or in
writing to the commissioner, or be sent in an affidavit form without appearing
in person, and may be made by recognized employment agencies, trade associ-
ations, or others. The commissioner may hold a hearing on a complaint with the
powers provided by section one hundred seventy-four of this article. . . . A daily
calendar of all hearings shall be kept by the commissioner and shall be posted
in a conspicuous place in his public office for at least one day before the date of
such hearings. The commissioner shall render his decision within thirty days from
the time the matter is finally submitted to him. The commissioner shall keep a
record of all such complaints and hearings.
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5. Following such hearing if it has been shown that the licensed person or his
agent, employee or anyone acting on his behalf is guilty of violating any provision
of this article or is not a person of good character and responsibility, the com-
missioner may suspend or revoke the license of such licensed person and/ or
levy a fine against such licensed person for each violation not to exceed $500.
Whenever such commissioner shall suspend or revoke the license of any em-
ployment agency, or shall levy a fine against such agency, said determination
shall be subject to judicial review in proceedings brought pursuant to article
seventy-eight of the civil practice law and rules. Whenever such license is re-
voked, another license or agency manager permit shall not be issued within three
years from the date of such revocation to said licensed person or his agency
manager or to any person with whom the licensee has been associated in the
business of furnishing employment or engagements. . . .

§ 190. Penalties for violations

Any person who violates and the officers of a corporation and stockholders
holding ten percent or more of the stock of a corporation which is not publicly
traded, who knowingly permit the corporation to violate sections one hundred
seventy-two, one hundred seventy-three, one hundred seventy-six, one hundred
eighty-four, one hundred eighty-four-a, one hundred eighty-five, one hundred
eighty-five-a, one hundred eighty-six, or one hundred eighty-seven of this article
shall be guilty of a misdemeanor and upon conviction shall be subject to a fine
not to exceed one thousand dollars, or imprisonment for not more than one year,
or both, by any court of competent jurisdiction. The violation of any other pro-
vision of this article shall be punishable by a fine not to exceed one hundred
dollars or imprisonment for not more than thirty days. Criminal proceedings
based upon violations of these sections shall be instituted by the commissioner
and may be instituted by any persons aggrieved by such violations.

Pine v. Laine, 321 N.Y.S.2d 303 (1st Dept. 1971)

PER CURIAM

Order of the Supreme Court, New York County, entered on September 30, 1970,
denying defendant’s motion for summary judgment, unanimously reversed, on
the law, the motion granted, and the complaint dismissed. The Clerk is directed
to enter judgment in favor of defendant dismissing the complaint, with costs.
Appellant shall recover of respondent $50 costs and disbursements of this appeal.

Plaintiff sues for $35,000 for work, labor, and services performed in arranging
a recording contract between the defendant and ABC Records. The Court at
Special Term determined that there was an issue of fact “as to whether the
plaintiff was acting as an employment agency or as the personal manager of the
defendant when he performed the alleged services for the defendant. ...”

Inasmuch as the plaintiff was not licensed as an employment agency pursuant
to Article 11 of the General Business Law, unless he comes within the exception
of § [171 (8)] as a personal manager where the seeking of employment is only
incidental to the business of managing, he may not recover. See Mandel v. Lieb-
man, 303 N.Y. 88, 100 N.E.2d 149 (1951).

It is clear that the defendant had a manager, and that the only service per-
formed by the plaintiff, although he sought to become the manager of the de-
fendant, was this one procurement of a recording contract.

Under the circumstances, plaintiff cannot come within the exception.
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NOTES

1. Tt has been observed that while New York law has been interpreted to provide only
a single exemption to licensing under the statute (that permitted for “incidental bookings™),
the statute’s language appears to contemplate two exceptions: First, there is the “business
of managing . . . artists or attractions.” In addition, it has been argued that the statute’s
language (“but such term does not include the business of managing”) could be held to
apply to nonmanagers such as producers, directors, or others who actually manage the
entertainment or performance (as distinguished from managing, the actual performer). See
Donald S. Zakarin, “Litigation Between Artists and Managers,” in Entertainment Litigation
(1988) (ABA Forum Committee on the Entertainment and Sports Industries, 750 No.
Lakeshore Dr., Chicago, Ill. 60611).

2. Although, as will be seen below, California provides exclusive original jurisdiction
over talent agency disputes to the Labor Commission, New York has no such statutory
procedure and such questions must be resolved via the court system. However, if a li-
censed talent agent is involved, revocation of the agent’s license can be a powerful lever
for the complaining client. Since revocation of a license by an administrative agency is a
quasi-judicial act, Matter of 125 Bar Corp. v. State Liquor Authority, 24 N.Y.2d 174 (1969),
the “substantial evidence” test applies, Matter of Older v. Board of Education, 27 N.Y.2d
333, 337 (1941).

Mandel v. Liebman, 100 N.E.2d 149 (N.Y. 1951)

[Max Liebman began his career staging weekend musical revues at a summer
camp in the Poconos. He moved on to produce “Your Show of Shows,” 90
minutes live every Saturday night, certainly the preeminent variety show in the
early years of TV and, arguably, still the best ever. In 1946, prior to his immense
success in TV, Liebman signed a contract with Mandel, a nonpracticing attorney
engaged in the business of personal management. The contract provided that
Mandel would act as Liebman’s “personal representative and manager” for five
years for compensation of 10 percent of gross receipts from contracts entered
into during the term as well as those extending beyond the term. The agreement
also provided that any income which might accrue to Liebman from the enter-
tainment business thereafter “shall be due to the opportunities now procured for
him” by Mandel.

Mandel had no express duties under the agreement. While the agreement
stated that Liebman “hereby employs” Mandel “to use his ability and experience
as such manager and personal representative in the guidance and furtherance”
of Liebman’s career, and “to advise him in connection with all offers of employ-
ment and contracts for services, and conclude for him such contracts,” the con-
tract went on to state that Mandel “shall only devote as much time and attention
to the activities and affairs” of Liebman as Mandel’s “opinion and judgment . ..
deems necessary.”

Two years later, the parties argued, and Mandel brought an action to recover
unpaid commissions. The lower court dismissed his complaint on the grounds
that the contract was an attorney’s retainer agreement, and that a client has the
right to discharge his attorney at any time, with or without cause, subject to
payment of quantum merit for services rendered. The appellate division upheld
the dismissal on the grounds that the agreement was unconscionable and
therefore void as against public policy, because “the plaintiff was not required
to render any services to defendant . .. and yet defendant was required to pay
plaintiff ‘what might be called a tribute in perpetuity.””

The Court of Appeals reversed and ordered a new trial.]
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CoNwAy, J.

It is commonplace, of course, that adult persons, suffering from no disabilities,
have complete freedom of contract and that the courts will not inquire into the
adequacy of the consideration. . . .

Despite the general rule, courts sometimes look to the adequacy of the con-
sideration in order to determine whether the bargain provided for is so grossly
unreasonable in the light of the mores and business practices of the time and
place as to be unenforceable according to its literal terms. . . . It has been sug-
gested that an unconscionable contract is one “such as no man in his senses and
not under a delusion would make on the one hand, and as no honest or fair man
would accept on the other.” . ..

There might be some force to the claim of unconscionability in the case at bar
if the contract could properly be construed as was done by the majority in the
Appellate Division. . .. We do not think that that is a permissible construction
under our decisions. See Wood v. Lucy, Lady Duff-Gordon, 222 N.Y. 88, 90-91.
... Even if the contract had merely provided that plaintiff was employed “as
personal representative and manager,” with no further description of his duties,
that would have been sufficient, for it could be shown that to these parties, in a
specialized field with its own peculiar customs and usages, that phrase was
enough to measure the entire extent of plaintiff’s required services. . . .

The further provision . . . that plaintiff “shall only devote so much time and
attention to [defendant’s] activities and affairs . . . as the opinion and judgment
[of plaintiff] deems necessary” must be given a reasonable interpretation conso-
nant with the purpose of the contract. . . . The provision seems merely to consti-
tute an attempt on the part of plaintiff to protect himself from excessive and
unreasonable demands upon his time. See Meyers v. Nolan, . .. 18 Cal. App. 2d
at page 323, 63 p. 2d at page 1217, where it was said: “The fact that the contract
provided that the managers could devote as much time to defendant’s affairs as
they deemed necessary does not destroy its mutuality. The very nature of the
business of the parties was such that representation of other actors was to be
expected. The clause was evidently inserted to avoid any misunderstanding on
the subject and to more clearly define the rights and obligations of the managers.”
Of course, as defendant urges, it is theoretically possible that plaintiff, under this
provision, could deem it necessary to devote no time to the activities and affairs
of defendant, but in that event, it is clear that plaintiff would not be performing
the contract but would be breaching it and foregoing his right to compensation.

Since plaintiff, as we hold, was required to render some service to defendant
under the contract, it cannot be said that the contract was unconscionable. . . . It
is not for the court to decide whether defendant made a good or bad bargain.
We fail to see how the contract can be described as one “such as no man in his
senses . . . would make” and “no honest or fair man would accept”. .. or one
which would “shock the conscience and confound the judgment of any man of
common sense” . . . or even one which is “so extreme as to appear unconscionable
according to the mores and business practices of the time and place” (1 Corbin
on Contracts, sec. 128, p. 400), particularly since, as we are told, without denial
the contract of May 8, 1946, is similar in most respects to contracts in current
and general use in the entertainment industry. . . .

There is thus no need at this time to discuss the measure of compensation
provided in the contract which the Appellate Division characterized as “a tribute
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in perpetuity.” We note only, without passing upon the matter, that a question
may be raised as to the validity or enforceability of one provision relating to
compensation. Defendant agreed that any future earning of his in the entertain-
ment world “shall be due to the opportunities now procured for him” by plaintiff.
This provision would seem to create a conclusive presumption that any employ-
ments obtained by defendant during the term of the contract, and any continu-
ance or renewal thereof thereafter, shall be deemed to have been due to the
efforts of plaintiff, entitling the latter to the agreed percentage thereon. Some-
what comparable provisions have been held unenforceable. ... The question,
however, is not presented on this record for, while defendant did testify as to
the amount of his earnings for the year in question and the different sources
thereof, there was no evidence as to which sources were referable to plaintiff’s
advice, guidance and assistance, and which were not. . . .

Finally, we do not think that the contract of May 8, 1946, at least upon its
face, may be held to be a retainer agreement between attorney and client with
respect to some matter in controversy under which the client may discharge the
attorney at any time. ... Here, plaintiff was employed as defendant’s personal
representative and manager, a position which might well have been filled by a
nonlawyer. As a lawyer, plaintiff might be called upon to use his legal training
in handling defendant’s affairs, but that is not sufficient, as a matter of law, to
transform an otherwise binding contract of employment into a contract at will
on the part of the employer. . . .

Likewise, it cannot be said as a matter of law that the contract was illegal and
void for the reason that plaintiff, in violation of section 172 of the General Busi-
ness Law, Consol. Laws, c. 20, was conducting a theatrical employment agency
without a license therefor. By express exemption in subdivision 4 of section 171
of the General Business Law, a person engaged in the business of managing
“entertainments, exhibitions or performances, or the artists or attractions consti-
tuting the same, where such business only incidentally involves the seeking of
employment therefor” is not required to be licensed. . . . It was specifically pro-
vided that “this contract does not in any way contemplate that [Mandel] shall act
as agent for the purpose of procuring further contracts or work for [Liebman],”
that [Mandel] was “not required in any way to procure” such contracts or work,
and that in the event [Liebman] “needs additional employment or work then an
agent shall be employed by [Liebman] to procure such employment, and the
services of said agent shall be separately paid for” by defendant. . . .

1.3.2.2 California Labor Code
(as amended by AB 1901, enacted September 1994)
Article 1: Scope and Definitions

§ 1700.1. Definitions—Engagements

As used in this chapter:

(a) “Theatrical engagement” means any engagement or employment of a person
as an actor, performer, or entertainer in a circus, vaudeville, theatrical, or other
entertainment, exhibition, or performance.

(b) “Motion picture engagement” means any engagement or employment of a
person as an actor, actress, director, scenario, or continuity writer, camera man,
or in any capacity concerned with the making of motion pictures.
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(c) “Emergency engagement” means an engagement which has to be per-
formed within 24 hours from the time when the contract for such engagement
is made.

§1700.2. Fee Defined

(a) As used in this chapter, “fee” means:

(1) Any money or other valuable consideration paid or promised to be paid for services
rendered or to be rendered by any person conducting the business of a talent agency
under this chapter.

(2) Any money received by any person in excess of that which has been paid out by him
for transportation, transfer of baggage, or board and lodging for any applicant for
employment.

(3) The difference between the amount of money received by any person who furnished
employees, performers, or entertainers for circus, vaudeville, theatrical, or other en-
tertainments, exhibitions, or performances, and the amount paid by him to such em-
ployee, performer, or entertainer. . . .

§ 1700.3. License, Licensee—Defined

As used in this chapter:

(a) “License” means a license issued by the Labor Commissioner to carry on
the business of a talent agency under this chapter.

(b) “Licensee” means a talent agency which holds a valid, unrevoked, and
unforfeited license under this chapter.

§ 1700.4. Talent Agency, Artists—Defined

(a) “Talent agency” means a person or corporation who engages in the occu-
pation of procuring, offering, promising, or attempting to procure employment
or engagements for an artist or artists, except that the activities of procuring,
offering, or promising to procure recording contracts for an artist or artists shall
not of itself subject a person or corporation to regulation and licensing under
this chapter. Talent agencies may, in addition, counsel or direct artists in the
development of their professional careers.

“Artists” means actors and actresses rendering services on the legitimate stage
and in the production of motion pictures, radio artists, musical artists, musical
organizations, directors of legitimate stage, motion picture and radio productions,
musical directors, writers, cinematographers, composers, lyricists, arrangers, and
other artists and persons rendering professional services in motion picture, the-
atrical, radio, television and other entertainment enterprises.

Article 2: Licenses

§ 1700.5. Talent Agency—Must Obtain License

No person shall engage in or carry on the occupation of a talent agency without
first procuring a license therefor from the Labor Commissioner. Such license
shall be posted in a conspicuous place in the office of the licensee. . . .

§ 1700.6. License Application—Contents . . .

The application must be accompanied by two sets of fingerprints of the appli-
cant and affidavits of at least two reputable residents, who have known, or been
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associated with, the applicant for two years, of the city or county in which the
business of the talent agency is to be conducted that the applicant is a person of
good moral character or, in the case of a corporation, has a reputation for fair
dealing.

§ 1700.7. License Applicants—Investigation

Upon receipt of an application for a license the Labor Commissioner may cause
an investigation to be made as to the character and responsibility of the applicant
and of the premises designated in such application as the place in which it is
proposed to conduct the business of the talent agency. . ..

§ 1700.21. Revocation, Suspension of License—Grounds

The Labor Commissioner may revoke or suspend any license when it is shown
that any of the following occur:

(a) The licensee or his or her agent has violated or failed to comply with any
of the provisions of this chapter, or

(b) The licensee has ceased to be of good moral character, or

(c) The conditions under which the license was issued have changed or no
longer exist.

(d) the licensee has made any material misrepresentation or false statement in
his or her application for a license.

§ 1700.22. Revocation, Suspension of License—Hearing, Procedure

Before revoking or suspending any license, the Labor Commissioner shall af-
ford the holder of such license an opportunity to be heard in person or by coun-
sel. The proceedings shall be conducted in accordance with Chapter 5
(commencing at Section 11500) of Part I of Division 3 of Title 2 of the Govern-
ment Code, and the commissioner shall have all the powers granted therein.

Article 3: Operation and Management

§ 1700.23. Contract Forms—Approval

Every talent agency shall submit to the Labor Commissioner a form or forms
of contract to be utilized by such talent agency in entering into written contracts
with artists for the employment of the services of such talent agency by such
artists, and secure the approval of the Labor Commissioner thereof. Such ap-
proval shall not be withheld as to any proposed form of contract unless such
proposed form of contract is unfair, unjust and oppressive to the artist. Each such
form of contract, except under the conditions specified in Section 1700.45, shall
contain an agreement by the talent agency to refer any controversy between the
artist and the talent agency relating to the terms of the contract to the Labor
Commissioner for adjustment. There shall be printed on the face of the contract
in prominent type the following: “This talent agency is licensed by the Labor
Commissioner of the State of California.” . . .

§ 1700.25. Licensee to Deposit Funds on Behalf of Artist in a Trust Fund

(a) A licensee who receives any payment of funds on behalf of an artist shall
immediately deposit that amount in a trust fund maintained by him or her in a
bank or other recognized depository. The funds, less the licensee’s commission,
shall be disbursed to the artist within 30 days after receipt. However, notwith-
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standing the preceding sentence, the licensee may retain the funds beyond 30
days of receipt in either of the following instances:

(1) To the extent necessary to offset an obligation of the artist to the talent agency that is
then due and owing.

(2) When the funds are the subject of a controversy pending before the Labor Commis-
sioner under Section 1700.44 concerning a fee alleged to be owed by the artist to the
licensee.

(b) A separate record shall be maintained of all funds received on behalf of an
artist and the record shall further indicate the disposition of the funds.

(c) If disputed by the artist and the dispute is referred to the Labor Commis-
sioner, the failure of a licensee to disburse funds to an artist within 30 days of
receipt shall constitute a “controversy” within the meaning of Section 1700.44.

(d) Any funds specified in subdivision (a) that are the subject of a controversy
pending before the Labor Commissioner under Section 1700.44 shall be retained
in the trust fund account specified in subdivision (a) and shall not be used by
the licensee for any purpose until the controversy is determined by the Labor
Commissioner or settled by the parties.

(e) If the Labor Commissioner finds, in proceedings under Section 1700.44,
that the licensee’s failure to disburse funds to an artist within the time required
by subdivision (a) was a willful violation, the Labor Commissioner may, in ad-
dition to other relief under Section 1700.44, order the following:

(1) Award reasonable attorney’s fees to the prevailing artist.

(2) Award interest to the prevailing artist on the funds wrongfully withheld at the rate of
10 percent per annum during the period of the violation.

(f) Nothing in subdivision (c), (d) or (e) shall be deemed to supersede Section
1700.45 or to affect the enforceability of a contractual arbitration provision meet-
ing the criteria of Section 1700.45.

§ 1700.26. Records Required

Every talent agency shall keep records in a form approved by the Labor Com-
missioner, in which shall be entered the following:

(1) The name and address of each artist employing such talent agency;
(2) The amount of fee received from the artist;

(3) The employment secured by the artist during the term of the contract between the
artist and the agency, and the amount of compensation received by the artist pursuant
thereto;

(4) Other information which the Labor Commissioner requires.

No talent agency, its agent or employees, shall make any false entry in any
such records . . .

§ 1700.32. Publication of Information, Advertisements

No talent agency shall publish or cause to be published any false, fraudulent,
or misleading information, representation, notice, or advertisement. All adver-
tisements of a talent agency by means of cards, circulars, or signs, and in news-
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papers and other publications, and all letterheads, receipts, and blanks shall be
printed and contain the licensed name and address of the talent agency and the
words “talent agency.” No talent agency shall give any false information or make
any false promises or representations concerning an engagement or employment
to any applicant who applies for an engagement or employment.

§ 1700.33. Prohibited Employment

No talent agency shall send or cause to be sent, any artist to any place where
the health, safety or welfare of the artist could be adversely affected, the character
of which place the talent agency could have ascertained upon reasonable inquiry.

§ 1700.34. Minors—Sending to Saloons Prohibited

No talent agency shall send any minor to any saloon or place where intoxicating
liquors are sold to be consumed on the premises.

§ 1700.35. Persons of Bad Character

No talent agency shall knowingly permit any persons of bad character, pros-
titutes, gamblers, intoxicated persons, or procurers to frequent, or be employed
in, the place of business of the talent agency.

§ 1700.36. Applications from Children—~Prohibited

No talent agency shall accept any application for employment made by or on
behalf of any minor, as defined by subdivision (c) of Section 1286, or shall place
or assist in placing any such minor in any employment whatever in violation of
Part 4 (commencing with Section 1171).

$ 1700.37. Contracts with Minors—Disaffirmance

A minor cannot disaffirm a contract, otherwise valid, entered into during mi-
nority, either during the actual minority of the minor entering into such contract
or at any time thereafter, with a duly licensed talent agency as defined in Section
1700.4 to secure him engagements to render artistic or creative services in motion
pictures, television, the production of phonograph records, the legitimate or liv-
ing stage, or otherwise in the entertainment field including, but without being
limited to, services as an actor, actress, dancer, musician, comedian, singer, or
other performer or entertainer, or as a writer, director, producer, production
executive, choreographer, composer, conductor or designer, the blank form of
which has been approved by the Labor Commissioner pursuant to Section
1700.23, where such contract has been approved by the superior court of the
county where such minor resides or is employed.

Such approval may be given by the superior court on the petition of either
party to the contract after such reasonable notice to the other party thereto as

may be fixed by said court, with opportunity to such other party to appear and
be heard.

$§ 1700.38. Employment under Strike Conditions

No talent agency shall knowingly secure employment for an artist in any place
where a strike, lockout, or other labor trouble exists, without notifying the artist
of such conditions.
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§ 1700.39. Fee Division with Employer—Prohibited

No talent agency shall divide fees with an employer, an agent or other em-
ployee of an employer.

§ 1700.40. Fees—Repayment

(a) No talent agency shall collect a registration fee. In the event that a talent
agency shall collect from an artist a fee or expenses for obtaining employment
for the artist, and the artist shall fail to procure such employment, or the artist
shall fail to be paid for such employment, such talent agency shall, upon demand
therefor, repay to the artist the fee and expenses so collected. Unless repayment
thereof is made within 48 hours after demand therefor, the talent agency shall
pay to the artist an additional sum equal to the amount of the fee.

(b) No talent agency may refer an artist to any person, firm or corporation in
which the talent agency has a direct or indirect financial interest for other serv-
ices to be rendered to the artist, including, but not limited to, photography,
audition tapes, demonstration reels or similar materials, business management,
personal management, coaching, dramatic school, casting or talent brochures,
agency-client directories, or other printing.

(c) No talent agency may accept any referral fee or similar compensation from
any person, association, or corporation, providing services of any type expressly
set forth in subdivision (b) to an artist under contract with the talent agency. . . .

§ 1700.44. Dispute Determination by Commissioner; Appeal

(a) In cases of controversy arising under this chapter the parties involved shall
refer the matters in dispute to the Labor Commissioner, who shall hear and
determine the same, subject to an appeal within 10 days after determination, to
the superior court where the same shall be heard de novo. . ..

(b) Notwithstanding any other provision of law to the contrary, failure of any
person to obtain a license from the Labor Commissioners pursuant to this chapter
shall not be considered a criminal act under any law of this state.

(c) No action or proceeding shall be brought pursuant to this chapter with
respect to any violation which is alleged to have occurred more than one year
prior to the commencement of the action or proceeding.

(d) It is not unlawful for a person or corporation which is not licensed pursuant
to this chapter to act in conjunction with, and at the request of, a licensed talent
agency in the negotiation of an employment contract.

§ 1700.45. Contractual Arbitration Provisions—Validity

Notwithstanding Section 1700.44, a provision in a contract providing for the
decision by arbitration of any controversy under the contract or as to its existence,
validity, construction, performance, nonperformance, breach, operation, contin-
uance, or termination, shall be valid:

(a) If the provision is contained in a contract between a talent agency and a
person for whom such talent agency under the contract undertakes to endeavor
to secure employment, or

(b) If the provision is inserted in the contract pursuant to any rule, regulation,
or contract of a bona fide labor union regulating the relations of its members to
a talent agency, and
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(c) If the contract provides for reasonable notice to the Labor Commissioner
of the time and place of all arbitration hearings, and

(d) If the contract provides that the Labor Commissioner or his authorized
representative has the right to attend all arbitration hearings.

Except as otherwise provided in this section, any such arbitration shall be
governed by the provisions of Title 9 (commencing with Section 1280) of Part 3
of the Code of Civil Procedure.

If there is such an arbitration provision in such a contract, the contract need
not provide that the talent agency agrees to refer any controversy between the
applicant and the talent agency regarding the terms of the contract to the Labor
Commissioner for adjustment, and Section 1700.44 shall not apply to controver-
sies pertaining to the contract.

A provision in a contract providing for the decision by arbitration of any con-
troversy arising under this chapter which does not meet the requirements of this
section is not made valid by Section 1281 of the Code of Civil Procedure.

Buchwald v. Superior Court of San Francisco, 62 Cal.Rptr. 364
(Cal.Ct.App. 1967)

ELKINGTON, ]J.

[Matthew Katz signed the members of the Jefferson Airplane to management,
recording and music publishing agreements. Disputes were to be resolved by
arbitration under the rules of the American Arbitration Association. The band,
however, sought to have the matter referred to the Labor Commisioner under
the legislative antecedent of the Talent Agency Act. Katz objected, because he
did not possess an agency license.]

The Act is a remedial statute. Statutes such as the Act are designed to correct
abuses that have long been recognized and which have been the subject of both
legislative action and judicial decision. ... Such statutes are enacted for the pro-
tection of those seeking employment. . . .

Since the clear object of the Act is to prevent improper persons from becoming
[agents] and to regulate such activity for the protection of the public, a contract
between an unlicensed [agent] and an artist is void. . . . And as to such contracts,
artists, being of the class for whose benefit the Act was passed, are not to be
ordinarily considered as being in pari delicto. . . .

[Under the management agreement form, Katz,] for a percentage of each pe-
titioner's earnings undertook, among other things, to act as “exclusive personal
representative, advisor and manager in the entertainment field.” The contract
contained a provision reading: “Tt is clearly understood that you [Katz] are not
an employment agent or theatrical agent, that you have not offered or attempted
to promise to obtain employment or engagements for me, and you are not obli-
gated, authorized or expected to do so.” . ..

[Despite the contractual arbitration clause, the band] filed with the Labor
Commissioner a “Petition to Determine Controversy,” alleging among other
things: “Complainants complain that in September of 1965, defendant [Matthew
Katz] acting as an [agent] and through false and fraudulent statements and by
duress, caused complainants to sign with defendant as an [agent]; that defendant,
prior to the time of signing said contracts, promised the complainants and each
of them that he would procure bookings for them; that defendant thereafter
procured bookings for them; that defendant thereafter procured bookings for the
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complainants and insisted that the complainants perform the bookings procured
by him; that complainants sought to procure their own bookings, and that defen-
dant refused them the right to procure their own bookings; that at the time that
said contracts were negotiated, defendant Matthew Katz was not licensed as an
[agent] ... ; that the contract presented to each complainant was not submitted
to the Labor Commissioner, State of California . . . ; that Matthew Katz has not
performed in accordance with [various sections] of the Labor Code ; that Mat-
thew Katz never rendered an accounting to the complainants for thousands of
dollars received by Mr. Katz for their services; that Matthew Katz has not allowed
complainants to inspect the books and records maintained by Matthew Katz with
respect to fees earned by the complainants and has cashed checks intended for
one or more of the above complainants for his own use and benefit.”

Katz appeared and filed his answer to the petition in which he objected to the
jurisdiction of the Labor Commissioner. . . .

Admittedly, Katz was not licensed as an [agent].

The Act. .. defines “licensee” as an “[agent] which holds a valid, unrevoked,
and unforfeited license. . ..”

Certain sections . . . refer to “licensee” in such context that the word can rea-
sonably apply only to a licensed artists” manager. Other sections, including those
which are the subject of the Petition to Determine Controversy, refer to [agents]
in such manner that they apply reasonably to both licensed and unlicensed

[agents] . ..
Remedial statutes should be liberally construed to effect their objects and
suppress the mischief at which they are directed. . .. It would be unreasonable

to construe the Act as applying only to licensed artists” managers, thus allowing
an artists’ manager, by nonsubmission to the licensing provisions of the Act, to
exclude himself from its restrictions and regulations enacted in the public inter-
est. “Statutes must be given a reasonable and common sense construction in
accordance with the apparent purpose and intention of the lawmakers—one that
is practical rather than technical, and that will lead to wise policy rather than to
mischief or absurdity.” (45 Cal. Jur.2d, Statutes, § 116, pp. 625-626.)

We conclude that [agents] (as defined by the Act), whether they be licensed
or unlicensed, are bound and regulated by the Artists’ Managers Act. . . .

The Act gives the Labor Commissioner jurisdiction over those who are [agents]
in fact. The petition filed with the Labor Commissioner alleges facts which if
true indicate that the written contracts were but subterfuges and that Katz had
agreed to, and did, act as an [agent]. Clearly the Act may not be circumvented
by allowing language of the written contract to control—if Katz had in fact agreed
to, and had acted as an [agent]. The form of the transaction, rather than its
substance would control. . . .

The court, or as here, the Labor Commissioner, is free to search out illegality
lying behind the form in which a transaction has been cast for the purpose of
concealing such illegality. (Lewis & Queen v. N.M. Ball Sons, supra, 48 Cal.2d
141, 148.) “The court will look through provisions, valid on their face, and with
the aid of parol evidence, determine that the contract is actually illegal or is part
of an illegal transaction.” (1 Witkin, Summary of Cal. Law (1960) Contracts, §
157, p. 169.)

In support of his position that as a matter of law he is not an [agent] Katz cites
Raden v. Laurie, 120 Cal. App. 2d 778 [262 P.2d 61]. That case, decided in 1953,
concerned the Private Employment Agencies Act, sections 1550-1650 (also found
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in part 2, div. 6 relating to “Employment Agencies”) which at that time regulated
persons doing business as artists’ managers. . . .

The inapplicability of Raden v. Laurie to the instant controversy is obvious.
There, on a motion for summary judgment, no showing, prima facie or otherwise,
was made (as regards the contract sued upon or its subject matter) that Raden
had agreed to act, or had acted as an [agent] (or employment agency). The District
Court of Appeal found no evidence which would support a conclusion that the
contract was a sham or pretext designed to conceal the true agreement or to
evade the law. On the uncontroverted facts the court had jurisdiction over the
controversy and the Labor Commissioner did not. In the proceedings before us
a prima facia showing was made to the Labor Commissioner as to matters over
which he had jurisdiction. . . .

Applying to the [Talent Agency] Act the construction given to its sister and
parent statutes the following appears: The Act is broad and comprehensive. The
Labor Commissioner is empowered to hear and determine disputes under it,
including the validity of the [agent]-artist contract and the liability, if any, of the
parties thereunder. (See Garson v. Division of Labor Law Enforcement, 33 Cal.2d
861, 866 [206 P.2d 368].) He may be compelled to assume this power. (Bollatin
v. Workman Service Co., 128 Cal.App. 2d 339, 341 [275 P.2d 599].) In the set-
tlement of disputes the jurisdiction of the Labor Commissioner is similar to, but
broader, than the power of an arbitrator under Code of Civil Procedure sections
1280-1294.2. . . . The Labor Commissioner’s awards are enforceable in the same
manner as awards of private arbitrators under Code of Civil Procedure sections
1285-1288.8. . ..

Section 1700.44 of the Act is mandatory. It provides that the parties involved,
artists and [agent], in any controversy arising under the Act, shall refer the mat-
ters in dispute to the commissioner. . . .

Since the instant controversy was pending before, and was properly within the
jurisdiction of, the Labor Commissioner, the doctrine of “exhaustion of admin-
istrative remedies” applies. . . . This well known concept is expressed in Abelleira
v. District Court of Appeal, 17 Cal.2d 280, 292-293 [109 P.2d 942, 132 A.L.R.
715], as “where an administrative remedy is provided by statute, relief must be
sought from the administrative body and this remedy exhausted before the courts
will act. . .. It is not a matter of judicial discretion, but is a fundamental rule of
procedure laid down by courts of last resort, followed under the doctrine of stare
decisis, and binding upon all courts.” . . .

We hold as to cases of controversies arising under the [Talent Agency] Act
that the Labor Commissioner has original jurisdiction to hear and determine the
same to the exclusion of the superior court, subject to an appeal within 10 days
after determination, to the superior court where the same shall be heard de novo.
(See § 1700.44.) ... [Katz argued that the contractual provision for private arbi-
tration prevented application to the Labor Commissioner.]

This argument overlooks the basic contention of petitioners that their agree-
ment with Katz is wholly invalid because of his noncompliance with the Act. If
the agreement is void no rights, including the claimed right to private arbitration,
can be derived from it.

Loving & Evans v. Blick, supra, 33 Cal.2d 603, 610, states: “It seems clear that
the power of the arbitrator to determine the rights of the parties is dependent
upon the existence of a valid contract under which such rights might arise.”
[Citations.] . . .
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We conclude that petitioners are entitled, by way of certiorari, to the relief
sought by them. The orders of the superior court dated January 17, 1967 are
annulled. . . .

NOTES

1. In Raden v. Laurie, 262 P.2d. 61 (Cal. 1953), the alleged agent confined his activities
to working to develop the poise and skills of a young actress and to taking her around to
auditions where she might obtain work, without ever directly seeking to obtain employ-
ment for her.

2. Although the Buchwald court stressed substance over form, an agreement which on
its face indicates unlicensed agent activity will be held void regardless of the actual ac-
tivities undertaken by the representative, according to the decision of the Special Hearing
Officer in Ivy v. Howard, Labor Commission Case No. TAC 18-94 (1994).

The Buchwald and Raden cases served to establish parameters for determining
who was and who was not an “agent” in California. In the following proceeding,
we see the draconian punishments which might befall one who fell on the wrong
side of the line.

Pryor v. Franklin, Case No. TAC 17 MP114 Labor Commissioner,
State of California Division of Labor Standards Enforcement (August
18, 1982)

C. G. JosepH, Special Hearing Officer

[Franklin managed Richard Pryor from 1975 until 1980. In 1981 Pryor and his
“loan-out” corporation filed a Petition to Determine Controversy pursuant to
Labor Code § 1700.44. After the hearing the special hearing officer determined
that Franklin had acted as an unlicensed talent agency and that the agreement
between Franklin and Pryor was void and unenforceable as to Pryor. In addition,
the hearing officer ordered Franklin to repay $3,110,918 to Pryor.

Franklin had admittedly negotiated numerous agreements on behalf on Pryor.
In addition, testimony established that Franklin had promised to procure em-
ployment for Pryor and to negotiate the agreements therefor, in all fields of
entertainment. Franklin held himself out to third parties as Pryor’s “agent” and
resisted attempts by other agents to render agency services to Pryor on the
ground that he was already doing so. In addition, promptly after commencing
his duties on Pryor’s behalf, Franklin terminated Pryor’s attorney, accountant,
and other professional representatives.

Franklin was extremely active. He procured and attempted to procure em-
ployment for Pryor with Universal Studios, Paramount Pictures, 20th Century-
Fox, Columbia Pictures, Tandem Productions, Steven Krantz Productions, Rastar
Productions, Warner Bros. Records, NBC, and others. He also set up a U.S. live
concert tour of some 75 dates. Among the films in which Pryor appeared were
Silver Streak, California Suite, The Wiz, Car Wash, and Richard Pryor Live in
Concert. At all times, Franklin served as Pryor’s “sole and exclusive negotiator.”

In his defense, Franklin asserted that he had not solicited or initiated the
contacts which led to Pryor’s employment, but had merely reacted to the ap-
proaches of third parties. However, said the hearing officer, even if this were
true, “. . . the furthering of an offer constitutes a significant aspect of procurement
prohibited by law since the process of procurement includes the entire process
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of reaching an agreement.” If it were otherwise, the act would be gutted, partic-
ularly as to “the most sought after artists whose services are in the greatest
demand.”

However, the hearing officer found that Franklin had, in fact, initiated contacts
which led to the formation of contracts and that he had “often initiated requests
to amend and sometimes significantly change or replace an employment agree-
ment.”]

... Further, respondent’s both conceiving and implementing an “overall strat-
egy~ concerning Pryor’'s employment and career, represents an illustration of
Respondent’s dual activities in both advising, counseling or directing Pryor in
the development or advancement of his professional career, while at the same
time Respondent was engaged in procuring and attempting to procure employ-
ment for Pryor in various entertainment fields. . . .

[The hearing officer then characterized as a “blatant subterfuge” Franklin’s
assertion that he had served as Pryor’s attorney. Franklin was not licensed to
practice law either in Georgia (he had his office in Atlanta) or in California, where
Pryor resided and where Franklin performed many of his services. His contention
could therefore “invite both civil and criminal proceedings; . .. any underlying
contract for such services would be void and unenforceable.” However, because
of a failure of evidence on this point, the hearing officer stated:]

... we do not need to reach the question as to whether Respondent’s conduct
would have constituted a violation of the Act if he had been licensed to practice
law in the State of California—a professional status which would have rendered
him subject to another panoply of regulatory statutes, rules and judicial deci-
sions. . . .

[Franklin did handle some purely business and corporate matters, and as to
these business-management functions, no violation was seen. Further, Franklin
did not violate the act by referring legal and corporate matters to be handled by
attorneys. However, these were incidental activities, not the heart of the rela-
tionship between Pryor and Franklin. To decide otherwise, “we would have to
elevate form over substance, which would emasculate the Act and permit wide
ranging abuses through subterfuge and artifice.”

Franklin also used the leverage which accrued to him as Pryor’s representative
to secure employment for other entertainment clients, as well as employment
opportunities and consideration for himself. He was paid (and received credit)
as executive producer on some of Pryor’s films, although he was not required to
perform any services, evidencing “conflict of interest and blatant self-dealing.”

There was also evidence that Franklin did not account to Pryor for, or return,
some $1,850,000 of Pryor’s funds.

Therefore, according to the hearing officer:]

... In view of the unconscionable and continuing wrongful conduct by Re-
spondent, including numerous acts of embezzlement, fraud and defalcation while
acting in a fiduciary capacity, and in view of Respondent’s numerous violations
of the Act, we hold that this [sic] an appropriate case for the exercise of the
broadest remedy of restitution. . . .

[In an attempt to avoid this result, Franklin argued that Pryor was in pari
delicto, but the hearing officer rejected this argument and held that Franklin was
“solely culpable for the numerous violations of law” and that Pryor shared none
of the blame or guilt. In support, the hearing officer cited a 1975 memorandum
of law prepared at Franklin’s request discussing the act, which showed that the
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violations were not innocent. Therefore, Franklin was ordered to repay his com-
mission from inception, amounting to $753,217, as well as his executive producer
fees (which, the hearing officer reasoned, would have gone to Pryor if not di-
verted to Franklin), together with interest of $506,000 on the three amounts
(including the $1,850,000).

However, the hearing officer determined he had no jurisdiction over Pryor’s
investment funds which might have been misappropriated by Franklin subse-
quent to being invested, since these were not “related to the artist's employment
or the talent agency’s unlawful procurement activities.”)

Although the Pryor case might be read to indicate that a true manager cannot
participate in the negotiation process, this is not always the case, as the following
decisions illustrate.

Barr v. Rothberg, Case No. TAC 14-90 Labor Commissioner, State of
California Division of Labor Standards Enforcement (April 30, 1992)

S. M. KAYE, Special Hearing Officer

Introduction

Barr filed a petition to determine controversy against Rothberg . .. pursuant to
section 1700.44. Barr alleged that the parties had entered into an oral manage-
ment agreement in April of 1988; that pursuant to the terms of that oral agree-
ment Rothberg rendered services for Barr; that on or about November of 1989,
Rothberg made false and fraudulent representations in order to induce Barr to
execute a written management agreement; that as a result of the false and fraud-
ulent representations, Barr executed the written agreement; that during the pe-
riod of early 1988 through February of 1990, Rothberg acted as a talent agency,
procuring, offering, promising or attempting to procure employment for Barr;
that Rothberg was not licensed as a talent agency pursuant to the provisions of
sections 1700 et seq. and that Rothberg attempted to use the written and oral
agreement as a subterfuge to circumvent and evade the licensing requirements.
Barr prayed for the following relief:

1. An order determining that [Rothberg had] violated section 1700 et seq. of the Labor
Code;

2. A determination that the oral and written agreements were void and unenforceable and
that petitioners had no liability thereon and respondents had no rights or privileges
thereunder;

3. An accounting from [Rothberg] with regard to that received by [Rothberg] in connection
with services rendered by petitioner; . . .

[and other relief, including]

5. An order requiring [Rothberg to refund commissions] in an amount not less than
$265,000 . . .

Respondents filed an answer to the petition essentially denying the allegations,
while raising affirmative defenses and subsequently filed an amended answer
seeking affirmative relief.
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Discussion

... To conclude that Rothberg acted as a talent agent during the relevant
period requires a finding from all the evidence presented that Rothberg . . . en-
gaged in the procuring, offering, promising or attempting to procure employment
or engagements for Barr. . ..

[I]t is important to this discussion to understand what the parties intended
[their] relationship to be, and what it was. We note that Barr was represented
by a licensed talent agency [when the Barr-Rothberg relationship began,] the
Triad Agency.

It was clear from their first meeting, that Rothberg liked Barr, “was crazy about
her”, saw her as a movie star and wanted to see Barr achieve her desire to be a
“female Woody Allen”. Their testimony revealed that much of their discussions
revolved around Barr’s career goals, as well as Barr's work and personal prob-
lems.

Shortly after her relationship with Rothberg began, Barr terminated the Triad
Agency as her talent agent. Barr subsequently, but prior to the period at issue
here, hired the William Morris Agency as her talent agent. The William Morris
Agency continued to represent Barr through the period at issue here.

The William Morris Agency received a commission on Barr’s work, with one
exception, that of the “Roseanne” television show. [It was the Triad Agency that
“procured” the “Roseanne” television show for Barr. Barr was involved in the
show at the time she hired the William Morris Agency and the William Morris
Agency elected not to receive commissions on the “Roseanne” television show—
Eds.] We come now to the crux of this entire matter, the “Roseanne” show, the
renegotiation of the contract on that show and Rothberg’s role in the renegoti-
ation of that contract.

A number of meetings were held regarding the renegotiation of the “Roseanne”
television show. Those who attended the meetings included representatives of
the William Morris Agency, the Carsey-Werner Company as the producer of the
series, Arlyne Rothberg and Barry Hirsch who is an attorney with the firm of
Armstrong & Hirsch, specializing in entertainment law, particularly motion pic-
tures and television.

Although representatives of the William Morris Agency were present at the
meetings, Mr. Hirsch acted as the lead negotiator at these meetings. That some-
one other than the talent agency would take the lead in negotiations, is not
unusual. It is an accepted practice in the industry when considering the various
relationships, that of the client, the lawyer and the production company.

That Rothberg participated at the meetings is clear. That her efforts on Barr’s
behalf were goal oriented is also clear. Rothberg concentrated on the “creative”
issues, the writers, the producers, the “created by” credit and Barr being afforded
her due as a result of the success of the show.

What emerges from all of this is the conclusion that renegotiation meetings
were a joint effort on the part of Rothberg, Hirsch and the William Morris
Agency, collectively working on Barr’s behalf, not for the purpose of “procuring”
employment, but rather, to aid Barr in the achievement of the goals she desired.

Therefore, it is this hearing officer’s conclusion that the relationship . .. was
one of artist and personal manager and that was in fact what Rothberg and Barr
intended that relationship to be. Rothberg acted as a personal manager and not
as a talent agent. . . .
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In light of the resolution of this issue, any further discussion relating to the

parties” relationship is unnecessary. All other issues are moot. Accordingly, the
petition is dismissed. The relief requested by the parties is denied.

NOTE

Nor is it essential that the licensed members of the artist’'s “team” be present at all
times in order for a manager to participate safely in the process of securing employment
and negotiating the terms thereof. In Snipes v. Dolores Robinson Entertainment, Labor
Commission Case No. TAC 36-96 (1998), a manager whose involvement was pursuant to
a written request from a licensed agent (one of the statutory exceptions) was allowed to
conduct direct negotations.

Shortly before the decision of the Labor Commissioner in Barr v. Rothberg,
supra, the Commissioner decided Arsenio Hall v. X Management, Inc., TAC No.
19-90 (Jack Allen, Special Hearing Officer) (April 24, 1992), invalidating the
management agreement between Hall and X Management ab initio and ordering
X Management to repay commissions of more than $2 million. While that pro-
ceeding was pending, Robert Wachs, one of the principals of X Management,
brought an action challenging the constitutionality of the licensing provisions of
the Talent Agency Act. The Superior Court granted summary judgment to the
Labor Commissioner, which was affirmed in Wachs v. Curry, 13 Cal.App. 4th
616, 16 Cal. Rptr. 2d 496 (Ct.App. 2d Dist. 1993), which appeared to prescribe
a “center of gravity” test to be applied to the representative’s entire business. If
the representative’s overall business was not within the ambit of the Act, the
representative would not be considered an unlicensed agent even though per-
forming activities covered by the Act in a specific instance. However, a different
panel of the same court subsequently expounded a “bright line” theory—any
unlicensed activity was covered by the Act—in Waisbren v. Peppercorn Produc-
tions, Inc., 48 Cal.Rptr.2d 437 (Ct. App. 2d Dist. 1995). The “bright line” rule
was underscored in the decision which follows.

Park v. Deftones, 71 Cal. App. 4th 1465, 84 Cal. Rptr. 2d 616 (Ct.
App. 2d Dist.), reh. denied, 1999 Cal. LEXIS 5248 (1999)

NotT, ACTING P. J.

Dave Park appeals from the summary judgment entered against him in his action
for breach of contract and intentional interference with contractual relations. His
action arises from the termination of his personal manager contract by the Def-
tones, a music act . . . without paying him commissions which he asserts are due
him. In addition, Park alleges that after he secured a recording contract for the
Deftones with Maverick Records (Maverick), the record company and one of its
agents, Guy Oseary, purposefully interfered with Park’s contractual relationship
with the Deftones. The trial court granted summary judgment on the ground
that the management contract between the Deftones and Park was void, Park
having violated the Talent Agencies Act (the Act) by securing performance en-
gagements for the Deftones without being licensed as a talent agency. We affirm
on that ground.
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Procedural and Factual Background

Park filed this action in October 1996. . .. In February 1997, the Deftones filed
a petition before the Labor Commissioner, seeking to void the management
agreements. Park unsuccessfully sought dismissal of the petition as untimely filed.
The Labor Commissioner determined that Park had violated the Act by obtaining
performance engagements for the Deftones on 84 occasions without a license.
He issued an order stating that the personal management agreements entered
into in 1992, 1993, and 1994 were “null, void and unenforceable.” Park demanded
a trial de novo in the administrative proceeding. [Defendants] filed a motion for
summary judgment on the grounds that the undisputed facts showed that. ..
between September 1991 and September 1994, Park procured numerous per-
formances for the Deftones, and . . . was not a licensed talent agency during that
period . . .

Park opposed the motions [although he] admitted that he had obtained more
than 80 engagements for the Deftones. He asserted that the Deftones™ petition
before the Labor Commission was untimely filed and that his services did not
require a talent agency license because they were rendered without a commission
and were undertaken in order to obtain a recording agreement. The trial court
entered summary judgment in favor of all defendants.

Discussion

I. Timeliness

Park contends that the Deftones’ petition before the Labor Commissioner and
the defense based upon the Act are barred by the one-year statute of limitations
[prescribed in § 1700. 44, subd. (c) of the Talent Agency Act, because] the last
time he booked a concert for the Deftones was in August 1994 [and] that the
Deftones’ petition, filed in February 1997, was therefore not timely. Park con-
cludes that the Deftones may not rely upon the Act as a defense because Park’s
own action was filed more than one year after he last booked a concert for the
Deftones.

The Labor Commissioner, who is statutorily charged with enforcing the Act
(§ 1700.44, subd. (a)), found that the Deftones™ petition was timely because it
was brought within one year of Park’s filing an action to collect commissions
under the challenged [management agreement, for procuring the recording
agreement.] The Commissioner stated that the attempt to collect commissions
allegedly due under the agreements was itself a violation of the Act. (Moreno v.
Park (Jan. 20, 1998, Lab.Comr.) No. 9-97, p. 4.)

In construing a statute, the court gives considerable weight to the interpre-
tation placed on the statute by the administrative agency charged with enforcing
it. (Robinson v. Fair Employment & Housing Com. (1992) 2 Cal.4th 226, 234, 5
Cal.Rptr.2d 782, 825 P.2d 767.) The Labor Commissioner’s interpretation avoids
the encouragement of preemptive proceedings before it. It also assures that the
party who has engaged in illegal activity may not avoid its consequences through
the timing of his own collection action.

We conclude that the Labor Commissioner’s interpretation is reasonable, and
that the Deftones’ petition was timely filed.

I1. Incidental procurement of employment

The Act provides that “No person shall engage in or carry on the occupation
of a talent agency without first procuring a license therefor from the Labor Com-
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missioner.” (§ 1700.5.) A talent agency is “a person or corporation who engages
in the occupation of procuring, offering, promising, or attempting to procure
employment or engagements for an artist or artists, except that the activities of
procuring, offering, or promising to procure recording contracts for an artist or
artists shall not of itself subject a person or corporation to regulation and licensing
under this chapter. ...” (§ 17004, subd. (a).)

Unlike talent agents, personal managers are not covered by the Act. Personal
managers primarily advise, counsel, direct, and coordinate the development of
the artist’s career. They advise in both business and personal matters, frequently
lend money to young artists, and serve as spokespersons for the artists. (See
Waisbren v. Peppercorn Productions, Inc. (1995) 41 Cal. App. 4th 246, 252-253,
48 Cal.Rptr.2d 437.)

Park argues that as a personal manager his goal in procuring engagements for
the Deftones was to obtain a recording agreement. He contends that his actions
were therefore exempt from regulation. That position was rejected in Waisbren,
supra, 41 Cal.App. 4th at p. 259, 48 Cal.Rptr.2d 437. In Waisbren, a promoter
brought an action for breach of contract against a company engaged in designing
and creating puppets. The defendant moved for summary judgment on the
ground the parties’ agreement for the plaintiff's services was void because he
had performed the duties of a talent agent without obtaining a license. The plain-
tiff asserted that a license was unnecessary because his procurement activities
were minimal and incidental. He had also assisted in project development, man-
aged certain business affairs, supervised client relations and publicity, performed
casting duties, coordinated production, and handled office functions. In return,
he was to receive 15 percent of the company’s profits. Waisbren holds that even
incidental activity in procuring employment for an artist is subject to regulation
under the Act.

The reasoning of Waisbren is convincing. It relies upon the remedial purpose
of the Act and the statutory goal of protecting artists from long recognized abuses.
The decision is also based upon the Labor Commissioner’s long held position
that a license is required for incidental procurement activities. The court in Wais-
bren found the Labor Commissioner’s position to be supported by legislative
history and, in particular, by the recommendations contained in the Report of
the California Entertainment Commission, which were adopted by the Legisla-
ture in amending the Act in 1986. Wachs v. Curry (1993) 13 Cal.App. 4th 616,
16 Cal.Rptr.2d 496, relied upon by Park, does not further his cause. In Wachs,
the personal manager plaintiffs brought a declaratory relief action challenging
the constitutionality of the Act on its face. They took the position that the Act’s
exemption for procurement activities involving recording contracts violated the
equal protection clause and that the Act’s use of the term “procure” was so vague
as to violate due process. Wachs rejected both of those positions. It also inter-
preted the Act, which applies to persons engaged in the occupation of procuring
employment for artists, as applying only where a person’s procurement activities
constitute a significant part of his business. (Id. at pp. 627-628, 16 Cal.Rptr.2d
496.) The court did not define “significant part.” The court acknowledged that
“. .. the only question before us is whether the word ‘procure’ in the context of
the Act is so lacking in objective content that it provides no standard at all by
which to measure an agent’s conduct” (id. at p. 628, 16 Cal.Rptr.2d 496, italics
omitted). We agree with Waisbren that the interpretation stated in Wachs is
dictum and that even incidental procurement is regulated.
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II1. Absence of a commission

Park also contends that his procuring employment for the Deftones is not
regulated by the Act because he was not compensated for that work. We disagree.
Park’s 1993 and 1994 agreements with the Deftones expressly provided that Park
was to receive a 20 percent commission on all income earned from employment
that Park secured. Although Park stated in declaration testimony that he received
no commission for procuring engagements for the Deftones, the contracts appear
to provide for compensation. [Note in original: The agreements acknowledge that
Park is not a licensed talent agent and is under no obligation to procure em-
ployment for the Deftones.] In addition, Park would receive compensation for
his services ultimately from commissions for obtaining a recording contract for
the Deftones. Thus, it is not clear that Park should be treated as one who was
not compensated for his services.

Park’s position, moreover, is not supported by the language of the Act. The
Act regulates those who engage in the occupation of procuring engagements for
artists. (§ 1700.4 subd. (a).) The Act does not expressly include or exempt pro-
curement where no compensation is made. Waisbren states at footnote 6: “By
using [the term ‘occupation’], the Legislature intended to cover those who are
compensated for their procurement efforts.” (41 Cal.App. 4th at p.254, 48
Cal.Rptr.2d 437.) The issue of compensation, however, was not before the court
in Waisbren. The language in footnote 6 is dictum which we conclude is not
supported by the purpose and legislative history of the Act. One may engage in
an occupation which includes procuring engagements without receiving direct
compensation for that activity.

As explained in Waisbren, the purpose of the Act is remedial, and its aim goes
beyond regulating the amount of fees which can be charged for booking acts.
For example, an agent must have his form of contract approved by the Labor
Commissioner, maintain his client’s funds in a trust fund account, record and
retain certain information about his client, and refrain from giving false infor-
mation to an artist concerning potential employment. (See §§ 1700.23, 1700.25,
1700.26, 1700.32, and 1700.41.) Because the Act is remedial, it should be liberally
construed to promote its general object. (See Buchwald v. Superior Court (1967)
254 Cal.App. 2d 347, 354, 62 Cal.Rptr. 364.) The abuses at which these require-
ments are aimed apply equally where the personal manager procures work for
the artist without a commission, but rather for the deferred benefits from ob-
taining a recording contract.

In 1982, the Legislature created the California Entertainment Commission (the
Commission) to study the laws and practices of this and other states relating to
the licensing of agents and representatives of artists in the entertainment industry
in order to recommend to the Legislature a model bill regarding licensing. (See
Waisbren, supra, 41 Cal. App. 4th at p. 256, 48 Cal.Rptr.2d 437.) In 1985, the
Commission submitted its report to the Governor and the Legislature (the Re-
port). The Legislature followed the Commission’s recommendations in enacting
the 1986 amendments to the Act. (See Waisbren, supra, 41 Cal.App. 4th at p. 258,
48 Cal.Rptr.2d 437.) The Report [as to which the court took judicial notice, under
Evidence Code § 452 subd. (c)] states that the Commission reviewed and rejected
a proposal which would have exempted from the Act anyone who does not charge
a fee or commission for procuring employment for an artist. The Commission
concluded: “It is the majority view of the Commission that personal managers
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or anyone not licensed as a talent agent should not, under any condition or
circumstances, be allowed to procure employment for an artist without being
licensed as a talent agent, except in accordance with the present provisions of
the Act.” (Report, p. 6.)

The Legislature accepted the Report and codified the Commission’s recom-
mendations, approving the Commission’s view that no exemption should be cre-
ated for those who do not charge a fee for procuring employment for an artist.
We conclude that the Act requires a license to engage in procurement activities
even if no commission is received for the service.

ZEBROWSKI, J., and MALLANO, J. [Judge of the Los Angeles Superior
Court, assigned by the Chief Justice pursuant to article VI, section 6 of the
California Constitution], concur.

NOTE

Although, as the Park decision indicates, a considerable degree of elasticity appears to
be present in the one-year statute of limitations under Section 1700.44 (c), it is not infinite,
as illustrated by the decision in Styne v. Stevens, 78 Cal. App. 4th 17, 92 Cal.Rptr.2d 655
(Ct. App. 2d Dist. 2000), in which singer/actress Connie Stevens waited more than sixteen
months after being sued by her manager before raising the defense of unlicensed agency.
Styne had sued Ms. Stevens for commissions on income from sales of her “Forever Spring”
line of beauty products on the Home Shopping Network, products which were promoted
via Ms. Stevens” personal appearances on HSN.

But the situation is not “either/or.” It is possible for a personal manager to sign an artist
to a company owned by the manager and/or to go into business with a client under certain
circumstances, but the outcome will depend on the facts of the case. On June 22, 1959,
the Labor Commissioner issued an opinion letter stating that agreements for “packaging”
(i.e., the practice of assembling key elements of film and television packages such as
producer, director, writer and leading actors) did not require approval of the form utilized,
because such activity was of a “creative” nature and the form “contains nothing with
respect to the employment of an artist for the rendering of his personal services or for
the advising and counseling of artists in their professional careers.” On October 30, 1998,
the Labor Commissioner reaffirmed that he lacked jurisdiction over such agreements,
because packaging is akin to a “ ‘pitch’ that must be sold prior to any procurement of
employment.” Labor Commission jurisdiction would attach only thereafter. However, as
the following decision indicates, it is possible to go much further than packaging under
appropriate circumstances.

Chinn v. Tobin, Labor Commission Case No. TAC 17-96

MiLES E. LOCKER, Special Hearing Officer

Background

[Petitioners Chinn and Wampole signed an “Artist Agreement” and a “Personal
Management Agreement” with Respondent Tobin,] the owner of a business that
engaged in the recording and publishing of music . . .

Under the “Artist Agreement,” petitioners agreed to render their “exclusive
recording services” to [Tobin, who] would be the sole owner of all master re-
cordings [with] exclusive rights to manufacture records from those master re-
cordings [or license others to do so], and to permit the public performance of
these recordings; [and] would hold the publishing rights to any compositions
recorded by [Chinn and Wampole], and [Tobin] could subsequently assign all or
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part of these rights to a publishing company. In return, Respondent agreed to
commercially exploit and finance the production of petitioner’s recordings, and
to pay various recording costs, advances to petitioners, and royalties. The Artist
Agreement also provided that Respondent could produce, at his discretion, music
videos [which he would then own], with petitioners entitled to royalties based
on any profits that may result from the commercial exploitation of such videos.

Pursuant to the Artist Agreement, Tobin arranged for Petitioners’ use of a
professional recording studio and sound engineer, and secured and paid for the
services of session musicians to record with Petitioners. Tobin also undertook
efforts to promote Petitioners’ recordings with record industry executives and
with radio programmers through meetings and the distribution of promotional
CD recordings. Respondent paid over $43,000 for recording studio time [and
related services, equipment and materials.]

Under the “Personal Management Agreement,” [the term of which was coter-
minous with that of the Artist Agreement] petitioners agreed that Respondent
would serve [for a commission of 20% of their gross income from sources other
than the Artist Agreement] as their “exclusive personal manager” and “adviser”
[sic] .. .in connection with all matters relating to their careers, and, with their
approval] “[to] prepare, negotiate [and] consummate . . . any and all agreements,
documents, and contracts for Artist’s services [but that] Artist understands that
Manager is not an employment agent, theatrical agent, or artist’s manager, and
that Manager has not offered, attempted or promised to obtain employment or
engagements for Artist, and that Manager is not permitted, obligated, authorized
or expected to do so . ..”

[When Tobin sued Chinn and Wampole for breach of contract, they petitioned
the Labor Commissioner under Labor Code §1700.44, claiming that Tobin was
an unlicensed agent.]

Legal Analysis

... In essence, petitioners case boils down to the allegation that respondent
“procured employment” for Big Soul, within the meaning of Labor Code section
1700.4(a), by obtaining their songwriting services for his own music publishing
business [and that this constituted unlicensed agency activity.] ... No evidence
of any sort was presented to indicate that Respondent procured, offered, at-
tempted or promised to secure employment for Petitioners, with respect to Pe-
titioners’ song writing services, for any person or entity other than the
Respondent himself and Respondent’s music publishing business. We do not
believe that this would establish a violation . . . [Note: Although Labor Code sec-
tion 1700.4(a) exempts “procuring, offering, or promising to procure recording
contracts for an artist” from the scope of activities for which a talent agency
license is required, this exemption does not expressly extend to the procurement
of music publishing contracts. As with all remedial legislation, exemptions must
be strictly construed—Eds]. Respondent argues, however, that the rights granted
to him under the music publishing provision of the Artist Agreement are ex-
pressly defined to include only those musical compositions that are “recorded by
[Petitioners] under this [Artist] Agreement,” that these music publishing rights
fall within the statutory exemption for recording contracts. This argument ignores
the fact that music publishing and recording are two separate endeavors . . . [and]
music publishing and songwriting does not fall within the recording contract
exemption, regardless of whether the right to publish an artist’s music is limited
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only to compositions that are contained on that artist’s record . . . [A] person or
entity who employs an artist does not “procure employment” for that artist,
within the meaning of Labor Code section 1700.04(a), by directly engaging the
services of that Artist...[Unlike] the role an agent plays when acting as an
intermediary between the artist whom the agent represents and the third-party
employer who seeks to engage the artist’s services.

Petitioners” novel argument would mean that every television or film produc-
tion company that directly hires an actor, and that every concert producer that
directly engages the services of a musical group, without undertaking any com-
munications or negotiations with the actor’s or musical group’s talent agent,
would itself need to be licensed. . . . To suggest that any person who engages the
services of an artist for himself is [acting as an agent] is to radically expand the
reach of the Talent Agencies Act beyond recognition. . . . We can find nothing in
the legislative history of the Talent Agencies Act that would even remotely in-
dicate any legislative intent to require the licensing of employers who directly
offer employment to artists, and to construe the Act in such a manner would lead
to absurd results.

[The test, the SO stated, citing Hums v. Margie Ventures, Inc., 174 Cal.App. 3d
486 (1985) was] the substantive reality behind the contractual language. [In the
Margie case, the respondent] merely functioned as a loan-out company for pro-
viding Hums’ services to third party producers. [Here, petitioners] failed to pres-
ent any evidence, or offer of proof, that respondent ever procured or promised
or offered or attempted to procure employment for petitioners with any third
party. [Note: Petitioners did present evidence that Tobin “made several attempts
to obtain [major] label distribution for Big Soul and had contacts with at least
one European ‘subpublisher.” These activities were consistent with Tobin’s rights
under the Artist Agreement, with respect to his ownership of Big Soul’s record-
ings and compositions. Tobin was not negotiating with these record companies
and subpublishers to employ Big Soul, but, rather, to secure distribution. In this
respect, Tobin’s role was analogous to an independent television production com-
pany that hires actors and other necessary employees for the production, that
bears the expenses incurred in completing the production, that owns the movie
or television series that it produced, and that has the right to enter into distri-
bution agreements with networks for this movie or series. The Talent Agencies
Act does not require that an independent television producer be licensed to
engage in such activities. There is no reason to treat an independent music
producer any differently. And the evidence presented here leaves no doubt that
Tobin is a bona fide music producer, in contrast to the fictitious “theatrical pro-
duction” company that was created in Margie for the purpose of “loaning out”
the artist’s services to third party producers as a means of evading the Act’s
licensing requirements—Eds.]

[Nor was the arrangement disabled by the fact that Tobin had the right to
negotiate and consummate agreements under the Personal Management Agree-
ment, because the subject paragraph] grants this authority to Respondent “in
accordance with” another paragraph of the Agreement that states that Tobin “is
not permitted, obligated, authorized or expected” to obtain employment or en-
gagements for Big Soul, and that Tobin shall consult with Big Soul in the selec-
tion or engagement of any talent agent. . .. [t was the parties” intent that these
contract provisions be construed in a manner that complies with the Talent Agen-
cies Act.
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It is a basic principle of contract law that a contract must be given such an
interpretation as will make it lawful, if it can be done without violating the
intentions of the parties. (Civil Code section 1643.) [Because of the exemption
provided under Labor Code section 1700.44(d), Tobin could work with, and at
the request of, a licensed agent, and the Barr decision, above, we] therefore
construe paragraphs 3(c) and 7 of the Personal Management Agreement as allow-
ing Tobin to engage in only those procurement activities, and only under those
circumstances that are permitted by Labor Code section 1700.44(d).

NOTE

SO Locker’s observation concerning music publishing agreements should be of consid-
erable interest to attorneys, who regularly “shop” and negotiate such agreements: “Al-
though Labor Code section 1700.44(a) exempts ‘procuring, offering or promising to
procure recording contracts for an artist’ from the scope of activities for which a talent
agency license is required, this exemption does not expressly extend to the procurement
of music publishing contract...As with all remedial legislation, exemptions must be
strictly construed. . . . Music publishing and recording are two separate endeavors. . . . Mu-
sic publishing and songwriting does not fall within the recording contract exemption.”
(emphasis in original). Although the decision in Pryor v. Franklin, above, suggests that the
existence of an elaborate legislative licensing procedure for attorneys would immunize
them from the necessity to obtain licenses under the Talent Agencies Act, the Labor
Commissioner takes the position that attorneys are subject to the Act when negotiating
music publishing agreements. See Donald E. Biederman, “Agents v. Managers Revisited,”
1 Vand. J. of Ent. L. and Prac. No. 1, p. 5 (Spring 1999).

1.4 BUSINESS MANAGERS

The business manager can act in the simple role of paymaster, taking care of the
client’s bills, tax returns, and similar matters. Some business managers perform
the additional role of investment adviser, handling tax shelters, pension plans,
and other matters not directly related to the artist’s day-to-day financial functions.
Inevitably, the business manager is privy to the most intimate details of the
client’s economic life. As the following case indicates, a very high level of fidu-
ciary duty attaches to the role of business manager.

ABKCO Music, Inc. v. Harrisongs Music, Ltd., 722 F.2d 990 (2d Cir.
1983)

PIERCE, ].

[Bright Tunes Music Corporation sued George Harrison, (“GH”) and related en-
tities (“Harrison Interests”), claiming that GH’s song “My Sweet Lord” ("MSL”)
infringed Bright Tunes’ “He’s So Fine” (“HSF”).]

When this action was commenced, the business affairs of The Beatles, includ-
ing Harrison Interests, were handled by ABKCO Music, Inc. (ABKCO) and Allen
B. Klein, its President and “moving spirit.” ABKCO Music, Inc. v. Harrisongs
Music, Ltd., 508 F. Supp. 798, 799 (S.D.N.Y. 1981). ABKCO was Harrison’s busi-
ness manager during the initial stages of the copyright liability action herein, at
which time the litigation was handled for Harrison by ABKCO’s General Coun-
sel.

The following events preceded the instant appeal. Shortly after this action was
commenced in February 1971, Klein (representing Harrisongs Music, Inc. and
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George Harrison) met with Seymour Barash (President and major stockholder of
Bright Tunes) to discuss possible settlement of this lawsuit. Although Klein, at
trial, denied having specific knowledge of the details of this discussion, he tes-
tified that he had suggested to Barash, around February of 1971, a purchase of
the entire stock of Bright Tunes as a way to dispose of this lawsuit. Thus, in
1971, Klein was acting on behalf of Harrison Interests in an effort to settle this
copyright infringement claim brought by Bright Tunes, although no settlement
resulted.

Subsequent to the Klein-Barash meeting, Bright Tunes went into “judicial
dissolution proceedings.” This infringement action was placed on the district
court’s suspense calendar on March 3, 1972, and was resumed by Bright Tunes
(in receivership) in early 1973. Also in early 1973 (March 31), ABKCO’s man-
agement contract with The Beatles expired. Bitter and protracted litigation en-
sued between The Beatles and ABKCO over the winding down of management
affairs—a dispute that ended in 1977 with The Beatles paying ABKCO $4.2
million in settlement.

There is some disagreement as to whether further settlement negotiations took
place between Harrison Interests and Bright Tunes between 1973 and mid-1975.
It appears undisputed, however, that Harrison Interests” attorney at least initiated
settlement talks in the late summer of 1975; that in the period October 1975
through February 1976, settlement discussions took place between Bright Tunes’
counsel and counsel for Harrison Interests regarding settlement of this infringe-
ment action (an offer by Harrison Interests based on United States royalties);
and that those discussions were in the 50%/50% or 60%/40% range. These dis-
cussions culminated in a $148,000 offer by Harrison Interests in January of 1976
(representing 40% of the United States royalties).

At about the same time (1975), apparently unknown to George Harrison, Klein
had been negotiating with Bright Tunes to purchase all of Bright Tunes’ stock.
That such negotiations were taking place was confirmed as early as October 30,
1975, in a letter from Seymour Barash (Bright Tunes’ former President) to How-
ard Sheldon (Bright Tunes” Receiver), in which Barash reported that there had
been an offer from Klein for a substantial sum of money. The same letter ob-
served that “[Klein] would not be interested in purchasing all of the stock of
Bright Tunes . . . if there was any doubt as to the outcome of this litigation.”

In late November 1975, Klein (on behalf of ABKCO) offered to pay Bright
Tunes $100,000 for a call on all Bright Tunes” stock, exercisable for an additional
$160,000 upon a judicial determination as to copyright infringement. In connec-
tion with this offer, Klein furnished to Bright Tunes three schedules summarizing
the following financial information concerning “My Sweet Lord”: (1) domestic
royalty income of Harrisongs Music, Inc. on MSL; (2) an updated version of that
first schedule; and (3) Klein’s own estimated value of the copyright, including an
estimate of foreign royalties (performance and mechanical) and his assessment of
the total worldwide future earnings.

Barash considered the Klein offer only a starting point. He thought that a
value of $600,000 was more accurate and recommended a $200,000 call, based
on a $600,000 gross sales price. Also in December 1975, Barash noted, in a letter
to counsel for the Peter Maurice Co., that Harrison Interests” counsel had never
furnished a certified statement of worldwide royalties of MSL, but that from
conversations between Stephen Tenenbaum (accountant for several Bright Tunes
stockholders) and Klein, Bright Tunes had been given that information by Klein.
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Shortly thereafter, on January 19, 1976, Barash informed Howard Sheldon
(Bright Tunes™ Receiver) of the Klein offer and of the Bright Tunes stockholders’
unanimous decision to reject it. Barash noted that “[s]lince Mr. Klein is in a
position to know the true earnings of ‘My Sweet Lord,” his offer should give all
of us an indication of the true value of this copyright and litigation.” Sheldon
responded in a letter dated January 21, 1976, noting, inter alia, that Harrison’s
attorneys were informed that no settlement would be considered by Bright Tunes
until total sales of MSL were determined after appropriate figures were checked.

On January 30, 1976, the eve of the liability trial, a meeting was held by Bright
Tunes’ attorney for all of Bright Tunes’ stockholders (or their counsel) and rep-
resentatives of Ronald Mack. The purpose of the meeting was to present Bright
Tunes with an offer by Harrison Interests of $148,000, representing 40% of the
writers” and publishers’ royalties earned in the United States (but without relin-
quishment by Harrison of the MSL copyright). At the time, Bright Tunes” attor-
ney regarded the offer as “a good one.” 508 F. Supp. at 802. The Harrison offer
was not accepted, however. Bright Tunes raised its demand from 50% of the
United States royalties, to 75% worldwide, plus surrender of the MSL copyright.
The parties were unable to reach agreement and the matter proceeded to trial.

A three-day bench trial on liability was held before Judge Owen on February
23-25, 1976. On August 31, 1976 (amended September 1, 1976), the district
judge rendered a decision for the plaintiff as to liability, based on his finding
that “My Sweet Lord” was substantially similar to “He’s So Fine” and that Har-
rison had had access to the latter. Bright Tunes Music Corp. v. Harrisongs Music,
Ltd., 420 F. Supp. 177 (S.D.N.Y. 1976). The issue of damages and other relief
was scheduled for trial at a later date.

Following the liability trial, Klein, still acting for ABKCO, continued to discuss
with Bright Tunes the purchase of the rights to HSF. During 1977, no serious
settlement discussions were held between Bright Tunes and Harrison Interests.
Indeed, the record indicates that throughout 1977 Bright Tunes did not authorize
its attorneys to give Harrison a specific settlement figure. By November 30, 1977,
Bright Tunes’” counsel noted that Klein had made an offer on behalf of ABKCO
that “far exceeds any proposal that has been made by the defendants.”

On February 8, 1978, another settlement meeting took place, but no agreement
was reached at that meeting. Although it appears that everyone present felt that
the case should be settled, it also appears that there were no further settlement
discussions between Harrison Interests and Bright Tunes subsequent to that
date. The Bright Tunes negotiations with ABKCO, however, culminated on April
13, 1978, in a purchase by ABKCO of the HSF copyright, the United States
infringement claim herein, and the worldwide rights to HSF, for $587,000, an
amount more than twice the original Klein (ABKCO) offer. This purchase was
made known to George Harrison by Klein himself in April or May of 1978,
Harrison “was a bit amazed to find out” about the purchase. . . .

On July 17, 1978, ABKCO adopted Bright Tunes” complaint and was substi-
tuted as the sole party plaintiff in this action. In May 1979, Harrison Interests
obtained leave to assert affirmative defenses and counterclaims against Klein and
ABKCO for alleged breaches of fiduciary duty relating to the negotiation for and
purchase of the Bright Tunes properties. . . .

The damages decision was filed on February 19, 1981. ABKCO Music, Inc. v.
Harrisongs Music, Ltd., 508 F. Supp. 798 (S.D.N.Y. 1981). Having determined
that the damages amounted to $1,599,987, the district judge held that ABKCO’s
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conduct over the 1975-78 period limited its recovery, substantially because of
the manner in which ABKCO had become a plaintiff in this case. Particularly
“troublesome” to the court was “Klein’s covert intrusion into the settlement ne-
gotiation picture in late 1975 and early 1976 immediately preceding the trial on
the merits.” Id. at 802. He found, inter alia, that Klein’s status as Harrison’s
former business manager gave special credence to ABKCO’s offers to Bright
Tunes and made Bright Tunes less willing to settle with Harrison Interests either
before or after the liability trial. Moreover, the court found that in the course of
negotiating with Bright Tunes in 1975-76, Klein “covertly furnished” Bright
Tunes with certain financial information about MSL which he obtained while in
Harrison’s employ as business manager. The foregoing conduct, in the court’s
view, amounted to a breach of ABKCO’s fiduciary duty to Harrison. The court
held that although it was not clear that “but for” ABKCO’s conduct Harrison
Interests and Bright Tunes would have settled, he found that good faith nego-
tiations had been in progress between the parties and Klein’s intrusion made
their success less likely, since ABKCO’s offer in January 1976 was viewed by
Bright Tunes as an “insider’s disclosure of the value of the case.” Id. at 803.
Consequently, the district judge directed that ABKCO hold the “fruits of its
acquisition” from Bright Tunes in trust for Harrison Interests, to be transferred
to Harrison Interests by ABKCO upon payment by Harrison Interests of
$587,000 plus interest from the date of acquisition. . . .

ABKCO ... argues that ABKCO did not breach its fiduciary duty to Harrison
because (a) no confidential information was improperly passed from ABKCO to
Bright Tunes during the negotiations to purchase HSF, and (b) there was no
causal relationship between ABKCO’s actions and Harrison Interests’ failure to
obtain settlement. . . . [W]e reject appellant’s arguments and affirm the decision
of the district judge. . . .

There is no doubt but that the relationship between Harrison and ABKCO
prior to the termination of the management agreement in 1973 was that of prin-
cipal and agent, and that the relationship was fiduciary in nature. See Meese v.
Miller, 79 A.D.2d 237, 241, 436 N.Y.5.2d 496, 499 (4th Dep’t 1981). The rule
applicable to our present inquiry is that an agent has a duty “not to use confi-
dential knowledge acquired in his employment in competition with his principal.”
Byrne v. Barrett, 268 N.Y. 199, 206, 197 N.E. 217, 218 (1935). This duty “exists
as well after the employment is terminated as during its continuance.” Id.; see
also Restatement (Second) of Agency § 396 (1958). On the other hand, use of
information based on general business knowledge or gleaned from general busi-
ness experience is not covered by the rule, and the former agent is permitted to
compete with his former principal in reliance on such general publicly available
information. Byrne v. Barrett, 268 N.Y. at 206, 197 N.E. at 218; Restatement
(Second) of Agency § 395 comment b (1958). The principal issue before us in the
instant case, then, is whether the district court committed clear error in con-
cluding that Klein (hence, ABKCO) improperly used confidential information,
gained as Harrison’s former agent, in negotiating for the purchase of Bright
Tunes™ stock (including HSF) in 1975-76.

One aspect of this inquiry concerns the nature of three documents—schedules
of MSL earnings—which Klein furnished to Bright Tunes in connection with
the 1975-76 negotiations. Although the district judge did not make a specific
finding as to whether each of these schedules was confidential, he determined
that Bright Tunes at that time was not entitled to the information. 508 F. Supp.
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at 803. It appears that the first of the three schedules may have been previously
turned over to Bright Tunes by Harrison. The two additional schedules which
Klein gave to Bright Tunes (the detailed updating of royalty information and
Klein’s personal estimate of the value of MSL and future earnings) appear not
to have been made available to Bright Tunes by Harrison. Moreover, it appears
that at least some of the past royalty information was confidential. The evidence
presented herein is not at all convincing that the information imparted to Bright
Tunes by Klein was publicly available. Cf. Franke v. Wilischek, 209 F.2d 493,
495 (2d Cir. 1953) (former fiduciary precluded from using confidential informa-
tion in competition with former principal even if the information is readily avail-
able from third parties or by other means). Furthermore, the district judge was
in a better position to assess the credibility aspects of evidence bearing on this
question than we are.

Another aspect of the breach of duty issue concerns the timing and nature of
Klein’s entry into the negotiation picture and the manner in which he became a
plaintiff in this action. In our view, the record supports the position that Bright
Tunes very likely gave special credence to Klein’s position as an offeror because
of his status as Harrison’s former business manager and prior coordinator of the
defense of this lawsuit. See, e.g., letter from Barash to Sheldon, dated January
19, 1976 (“Since Mr. Klein is in a position to know the true earnings of My
Sweet Lord, his offer should give all of us an indication of the true value of this
copyright and litigation.”). To a significant extent, that favorable bargaining po-
sition necessarily was achieved because Klein, as business manager, had intimate
knowledge of the financial affairs of his client. Klein himself acknowledged at
trial that his offers to Bright Tunes were based, at least in part, on knowledge
he had acquired as Harrison’s business manager.

Under the circumstances of this case, where there was sufficient evidence to
support the district judge’s finding that confidential information passed hands,
or, at least, was utilized in a manner inconsistent with the duty of a former
fiduciary at a time when this litigation was still pending, we conclude that the
district judge did not err in holding that ABKCO had breached its duty to Har-
rison. . . .

In this case, Klein had commenced a purchase transaction with Bright Tunes
in 1971 on behalf of Harrison, which he pursued on his own account after the
termination of his fiduciary relationship with Harrison. While the initial attempt
to purchase Bright Tunes™ catalogue was several years removed from the eventual
purchase on ABKCO’s own account, we are not of the view that such a fact
rendered ABKCO unfettered in the later negotiations. Indeed, Klein pursued the
later discussions armed with the intimate knowledge not only of Harrison’s busi-
ness affairs, but of the value of this lawsuit—and at a time when this action was
still pending. Taking all of these circumstances together, we agree that appellant’s
conduct during the period 1975-78 did not meet the standard required of him
as a former fiduciary.

In so concluding, we do not purport to establish a general “appearance of
impropriety” rule with respect to the artist/manager relationship. That strict stan-
dard—reserved principally for the legal profession—would probably not suit the
realities of the business world. The facts of this case otherwise permit the con-
clusion reached herein. Indeed, as Judge Owen noted in his Memorandum and
Order of May 7, 1979 (permitting Harrison Interests to assert counterclaims),
“The fact situation presented is novel in the extreme. Restated in simplest form,
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it amounts to the purchase by a business manager of a known claim against his
former client where, the right to the claim having been established, all that
remains to be done is to assess the monetary award.” We find these facts not
only novel, but unique. Indeed, the purchase, which rendered Harrison and
ABKCO adversaries, occurred in the context of a lawsuit in which ABKCO had
been the prior protector of Harrison’s interests. Thus, although not wholly anal-
ogous to the side-switching cases involving attorneys and their former clients,
this fact situation creates clear questions of impropriety. On the unique facts
presented herein, we certainly cannot say that Judge Owen’s findings and con-
clusions were clearly erroneous or not in accord with applicable law.

Appellant ABKCO also contends that even if there was a breach of duty, such
breach should not limit ABKCO’s recovery for copyright infringement because
ABKCO’s conduct did not cause the Bright Tunes/Harrison settlement negotia-
tions to fail. See 508 F. Supp. at 803 & n. 15. Appellant urges, in essence, that
a finding of breach of fiduciary duty by an agent, to be actionable, must be found
to have been the proximate cause of injury to the principal. We do not accept
appellant’s proffered causation standard. An action for breach of fiduciary duty
is a prophylactic rule intended to remove all incentive to breach—not simply to
compensate for damages in the event of a breach. See Diamond v. Oreamuno, 24
N.Y.2d 494, 498, 248 N.E.2d 910, 912, 301 N.Y.S.2d 78, 81 (1969) (“[TThe func-
tion of [an action founded on breach of fiduciary duty] . . . is not merely to com-
pensate the plaintiff for wrongs committed by the defendant but . .. to prevent
them, by removing from agents and trustees all inducement to attempt dealing
for their own benefit in matters which they have undertaken for others, or to
which their agency or trust relates.” ”) (emphasis in original). Having found that
ABKCO’s conduct constituted a breach of fiduciary duty, the district judge was
not required to find a “but for” relationship between ABKCO’s conduct and lack
of success of Harrison Interests” settlement efforts.

ABKCO argues further that the offer to sell substantially what had been gained
in the purchase from Bright Tunes to Harrison for $700,000, and Harrison’s
rejection of that offer, see supra note 7, bars Harrison Interests from obtaining
a constructive trust in this action, per Turner v. American Metal Co., 268 A.D.
239, 50 N.Y.S.2d 800 (Ist Dep’t 1944) (where former fiduciary offers former
employer what he obtained in violation of fiduciary duty at price equivalent to
his cost of acquisition and former employer refuses offer, fiduciary not held liable
for breach of duty), appeal dismissed, 295 N.Y. 822, 66 N.E.2d 591 (1946). We
find this argument unpersuasive. First, in Turner, unlike the case at bar, there
was no finding of breach of fiduciary duty. Moreover, we find somewhat disin-
genuous ABKCO’s claim that a $700,000 offer was a “price equivalent to his cost
of acquisition,” which had been $587,000. In any event, it is unclear whether
that which ABKCO offered Harrison Interests was equivalent to that which
ABKCO had bought from Bright Tunes.

NOTE

In another unusual situation, the Second Circuit upheld liability imposed upon an at-
torney and a business manager for fraud, breach of fiduciary obligation, and civil RICO
(18 U.S.C. §§ 1962 (b), (c) and (d) (1988), providing for treble damages and attorneys’
fees). Bingham v. Zolt, 66 F.3d 553 (2d Cir. 1995.) The widow of reggae giant Bob Marley
was entitled to 10% of his estate plus a life estate in an additional 45%. According to the
court, the attorney, the business manager and the widow diverted millions from the estate
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to offshore accounts (according to them, in order to minimize estate taxes). Plaintiffs” claims
for negligence, gross negligence and conversion were time-barred. However, according to
the Second Circuit, the four-year RICO statute of limitations incorporates the “separate
accrual rule,” with each cause of action arising when the plaintiffs knew or should have
known of the defendants actions.






Chapter 2

TALENT CONTRACTS

2.1 INTRODUCTION

In the document-intensive business of entertainment, the acquisition of rights to
talent and the process of negotiating and drafting talent agreements go to the
heart of most legal and business transactions. A finished motion picture is deliv-
ered to the studio only after extensive contract negotiations and drafting for the
rights to the talent and services of screenwriters, consultants, a producer, a di-
rector, cinematographer, music supervisor, actors and actresses, and scores of
other individuals whose talents are required to complete a motion picture—those
who are generally credited in the main or end titles of the motion picture. Trans-
actions for rights to talent are complex and vital and are often negotiated under
difficult deadlines.

In each of the industries we examine, there are scores of ever-evolving and
highly detailed contracts for talent that constitute and formalize the “deal.” The
negotiation and drafting of these particular agreements, as well as the agreements
to secure rights which are discussed in Chapter 3, below, are the focus of law
practice for that segment of the bar known as “entertainment lawyers.” For other
industry lawyers, it is the litigation involving the enforcement of those contracts
that is the focus.

Much of the complexity of these entertainment industry contracts can be
traced to a number of persistent trends: innovation—the seemingly regular ap-
pearance of new technologies requiring ever more programming, and offering
attractive new markets for old programming, consolidation—the continuing trend
toward mergers and acquisitions on the part of existing entertainment conglom-
erates, internationalization—the increasing necessity to create programming
which appeals to a worldwide audience, and inflation—the steady climb in the
cost of programming. In addition to these factors, there are the factors of “un-
predictability” and “creativity.” If one looks across the spectrum of the enter-
tainment industries, a unique phenomenon becomes apparent: The businesses
are highly unpredictable with many failures and few successes. Most books,
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songs, records, plays, television series, and films are unsuccessful and lose money,
but those few that are successful become the blockbusters that will more than
offset the losses on the majority that fail. For example, the failure rate of records
(measured by whether or not a particular recording fails to recoup its recording
costs) has consistently been over 80 percent. Not only does the contract have to
cover the phenomena of innovation, consolidation, internationalization, and infla-
tion well into the future, it must also anticipate both the unlikely blockbuster
and the more likely flop and be relevant to both scenarios (or anything in be-
tween).

Added to these complications is the reality that we are not simply dealing with
an unpredictable, ever-evolving business—a business that is constantly being
challenged by changes in technology. We are dealing with a creative process in
which artistic vision is subjective and unpredictable. The clash between “art” and
“commerce” is a constant theme both in negotiations and in litigation involving
entertainment contracts, for the artistic value of any entertainment property or
talent is mostly subjective. Will (and can) the book publishing contract address
those situations where the publisher is unhappy with the book it has paid the
author to write, or where the record company does not wish to release the record
the artist has chosen to record, or where the director’s vision for the film becomes
diametrically opposed to that of the financing studio?

The form, length and number of contracts utilized in each of the various en-
tertainment industries are quite different, reflecting the very different businesses
that make up the entertainment industries. However, such contracts will contain
many common provisions and address similar issues and concerns. The contract
for the publication of a book may consist of a single document no greater in
length than the introduction to this book, while the contracts required in the
production of a major motion picture will number in the hundreds (or, in some
cases, thousands) of pages. In a motion picture deal, the lengthy negotiations and
eventual agreements may involve some or all of the following parties: the owner
of the underlying work, any persons whose lives (or, perhaps, properties) are
portrayed in the film, screenwriters, investors, a banking institution, a producer,
an “errors and omissions” insurance carrier, a completion guarantor, a director,
actors and actresses, stunt persons, choreographers, film composers, music pub-
lishers, record labels owning recordings in the film or releasing the soundtrack
record, and a distributor.

The contracts that constitute the deal generally fall into two broad categories:
Those that secure the necessary rights to produce the entertainment property
and those that secure the talent. Contracts which secure the talent are often
personal service contracts and include the acquisition of rights owned or con-
trolled by the talent. A book publisher, music publisher, record company, Broad-
way producer, television network, or film studio, in its efforts to develop and
deliver entertainment properties, will contract for both rights (in existing works)
and services (in future works or employment). For instance, a book publisher
may seek to secure a license agreement for the paperback rights to an existing
novel from its hardcover publisher which may also be the copyright owner, while
simultaneously entering into an exclusive personal service contract with the au-
thor for the writer’s next three (then-unwritten) books.

Contracts for rights usually involve either copyright law (an area that we will
touch upon but which is generally beyond the scope of this book) or personal
rights (which are addressed in Sections 3.2 through 3.5, below).
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A contract for services is more complex, subject to greater statutory restriction,
and more susceptible to potential conflict and resulting litigation for a number
of reasons. We are dealing with creative individuals, as opposed to pre-existing
property or personal rights and future creative services that may not meet (or
may exceed) expectations in industries where the future is highly unpredictable.
For these reasons, a basic understanding of contract law as applied to the practice
of entertainment law is essential, as is an in-depth understanding and grasp of
the unique aspects of personal service contracts and the interpretation and en-
forcement of those contracts.

In order to deliver the finished entertainment property, the “producer” (for
example, the book publisher, record company, or film studio) must first secure
the talents of the many individuals required to complete the project. Due to the
enormous financial commitments that most entertainment properties require to-
day (“inflation”), and in light of the fact that the book, the record, the television
pilot, sitcom, or feature film may be years in the making, many of these contracts
will be long-term exclusive personal service contracts. The unpredictability ele-
ment of entertainment may require the producer to structure the term of that
personal service contract on the basis of options. The inflation phenomenon may
give the talent the bargaining position to command payment of an extraordinary
fee and profit participation, regardless of whether their services are actually util-
ized (a so-called pay or play clause).

Unlike other industries, the entertainment industries are, to a large degree,
based upon unique, intangible, and often highly idiosyncratic talents of individual
performers or artists. This characteristic makes personal service contracts, from
the perspective of the producer, all the more essential and disputes relating to
their enforceability all the more heated. Without the individual songwriter and
the acquisition of certain rights in and to the songs he or she composes, the
music publishing company cannot do business. Likewise, the motion picture
company is in need of personal service contracts for many individuals in order
to produce a film, including actors, actresses, director, producer, cinematogra-
pher, and composer.

The entertainment industries utilize personal service contracts in a number of
different contexts. The duration of such contracts differs dramatically, depending
upon the particular industry, the financial commitment of the employer, and the
relative bargaining position of the parties. Traditionally, the term of a book pub-
lishing agreement with an author is based upon delivery of a satisfactory man-
uscript for a specific book, with an occasional option for the author’s next work.
In today’s record business, however, the label will generally require the artist’s
exclusive commitment for a term that can last many years, tied to delivery of
finished records—in many cases, up to eight or more albums.

Initially, the motion picture industry signed its talent to long-term personal
service agreements. Commencing in the 1920s, through what was known as the
“star system,” actors, actresses, directors, and writers typically signed exclusively
with one studio for a number of years. For example, in De Haviland v. Warner
Brothers Pictures, note the terms and conditions under which Olivia De Haviland
entered into an exclusive personal service contract with the studio for seven years
(see Section 2.3.1). With the decline of movie attendance in the 1940s and
thereafter, as the bargaining position of the stars increased and inflation raised
the stars’ salaries dramatically, the studios became less able (and also less willing)
to enter into long-term personal service contracts with talent. The trend in the



70 + LAW AND BUSINESS OF THE ENTERTAINMENT INDUSTRIES

film industry has been toward short-duration or nonexclusive personal service
contracts, and most actors, actresses, directors, and screenwriters today enter into
personal service contracts on a film-by-film basis.

Nonetheless, in recent years film studios have sought and secured long-term,
multi-picture contracts—often for seven- or eight-figure guaranties—with some
major directors, producers, actors, and actresses. Such an exclusive agreement
between producers Peter Guber and Jon Peters and Warner Bros. Pictures be-
came the subject of litigation and a highly publicized settlement between Warner
Bros. and Sony in the course of the latter’s acquisition of Columbia Pictures and
its effort to secure the services of Guber/Peters to run the studio. However,
exclusive long-term personal service contracts still are commonplace in the tele-
vision industry. They are used by both the networks and the independent tele-
vision producers engaged by the networks to produce and deliver episodic
television shows.

Some of the most intensive, publicized, and costly court battles in the enter-
tainment industries involve the enforcement of exclusive long-term personal ser-
vice contracts—and for good reason. In many instances, such contracts are
negotiated when the relative bargaining positions between the employer and
employee are unequal. These contracts, which affect the ability of talent to earn
a living, address the future services of a talent whose future success (or lack
thereof) cannot be anticipated at the time of execution. Finally, these contracts
deal with the subjective creative process, during which the parties may disagree
and an employee may unilaterally reach the conclusion that he or she can no
longer work with the employer and decide to seek work elsewhere. The enfor-
ceability of a personal service contract depends upon a number of issues, in-
cluding:

Existence of a formal contract between the parties

Whether such contract is in writing

Whether the services are exclusive or nonexclusive

Term of the agreement

Applicable statutory restrictions on the term

Provisions for options or extension of the term

Consideration flowing to the artist

Services to be performed by the artist

Effect and nature of a breach of the contract by artist or company

Availability and type of injunctive relief

Controlling state laws and possible exclusivity of the forum hearing any disputes con-
cerning the contract

State laws may dictate whether a formal contract exists between parties, under
what terms and conditions that contract may be enforced, and for how long such
contract may endure. The great majority of entertainment contracts negotiated
today are entered into and performed in the states of New York and California.
Because the entertainment industries are so firmly entrenched in those states,
extensive regulations of the entertainment industries exist in those jurisdictions.
Accordingly, a thorough understanding of the statutes of these jurisdictions is
essential in order to determine the ultimate validity or invalidity of a contract.
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Likewise, a significant number of personal services contracts in entertainment
are with minors, and the enforceability of such contracts is specifically contingent
upon the applicable statutes of the jurisdiction.

We will first discuss problems involving agreements with minors, whether
contracts need to be in writing and other problems encountered in making a
binding agreement. We then consider the terms and conditions of the personal
services contract and the remedies available under that contract.

2.2 CONTRACTS WITH MINORS

Additional considerations arise when a personal service contract involves a minor.
A child artist, whether ingenue or enfant terrible, is often vital to the success of
a production. Where the services of a minor must be obtained, the company
seeking the minor’s services will seek to secure either (or both) rights to future
services (that is, a personal service contract) or rights to performance or likeness
(that is, a release).

A minor’s right to disaffirm a contract (and the California provision for approval
of entertainment industry employment contracts for minors) is inapplicable to a
situation where a parent or next friend has executed a valid release (under §
3344 of the California Civil Code, which recognizes the validity of parental con-
sents to name or likeness releases), even though the subject was nude photo-
graphs of minor children published in Hustler magazine. See Faloona by
Frederickson v. Hustler Magazine, Inc., 607 F. Supp. 1341 (N.D.Tex. 1985), aff’d,
799 F.2d 1000 (5th Cir. 1986), reh’s denied, 802 F.2d 455 (5th Cir. 1986), cert.
denied, 479 U.S. 1088 (1987). A New York case with virtually the same facts and
holding as the Faloona by Frederickson decision in Texas is Shields v. Gross, 58
N.Y.2d 338, 448 N.E.2d 108, 461 N.Y.S.2d 254, (1983), which confirmed that
under New York law a minor could not disaffirm an otherwise valid written
consent from his/her parent or guardian that was specifically authorized under
New York Civil Rights Law §§ 50 and 51.

A company which enters a personal services or literary property contract with
a minor may also wish to contract with the minor’s parents. The provisions of
such an agreement may well include clauses in which the parents relinquish the
custody, control, or earnings of a minor, covenant that they will not interfere
with the performance of a minor’s services under the contract, and, in certain
circumstances, guarantee the obligation of performance by the minor. Generally,
these agreements are enforceable against the minor’s parents. In Lustig v.
Schoonover, 51 N.Y.S.2d 156 (N.Y. Sup. Ct. 1944) affd, 269 A.D. 830, 56
N.Y.S.2d 415 (1945), parents who had signed a management agreement could
not avoid liability even though the minor child subsequently sought to disaffirm
the contract.

Companies employing minors in the entertainment industries in California are
also subject to a number of administrative restrictions implemented to protect
the health and safety of minors. See California Administrative Code, Title 8,
Section 11750, et seq. In addition, the Screen Actors Guild has special provisions
with respect to the employment of minors in its basic agreement. See Akiyama,
“Employing Minors in the Entertainment Industry,” 1987 Entertainment, Pub-
lishing, and the Arts Handbook, 465. Also see Jacobson, “Minors’ Contracts in
the Entertainment Industry,” in Entertainment Law 355 (1989).

All states have general provisions that deal with minors’ contracts. Although
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definitions of a minor vary, a majority of state statutes now provide that a minor
is any person under 18 years of age. The following sections explore problems
with entertainment contracts involving minors in the states of California and New

York.

2.2.1 California Provisions on Minors

A contract in California between a minor and a talent agency is controlled by
the California Family Code. An agreement cannot be disaffirmed if the contract-
ing party seeking the services of the minor has complied with the court approval
provisions contained in the Family Code.

The age of majority in California has been 18 since 1971, under California
Civil Code § 25. It is incumbent on the employer to make an actual determination
of whether or not the employee is a minor. A minor’s misrepresentation of age
does not alter the consequences of dealing with the minor. See Lee v. Hibernia
Savings & Loan, 171 P. 677 (Cal. 1918), and Williams v. Leon T. Shettler Co.,
276 P. 1065 (Cal. 1929).

The major risk in entering into a contract with a minor is that generally the
contract is voidable at the option of the minor at any time, either before the
minor’s majority or within a reasonable time thereafter. The power to disaffirm
a contract, including a personal services contract, is embodied in California Fam-
ily Code § 6750.

When a valid contract is approved by the Superior Court in California (see
California Famiily Code § 6751), significant limitations are then placed on the
ability of a minor to disaffirm. The court-approval process is available with re-
spect to contracts in which a minor is employed “to render artistic or creative
services” in virtually any realm of the entertainment industry.

In California, a court-approved contract may extend to option periods. In War-
ner Bros. Pictures v. Brodel, 192 P.2d 949 (Cal. 1948), a minor attempted to
disaffirm the option period in an otherwise valid contract that had previously
been approved by the Superior Court. However, the Superior Court’s approval
of the contract was upheld, the option period was binding, and the minor’s later
attempt to disaffirm was denied.

2.2.2 New York Provisions on Minors

In New York, until 1983, a general statute provided for minors’ contracts, in-
cluding judicial approval of certain types of contracts (see old New York General
Obligations Law § 3-105). Under this statute, if a contract met the statutory
requirements and was duly approved by a court, the minor could not disaffirm
during his minority or upon reaching his majority. In 1983, § 3-105 was repealed
and replaced by New York Arts and Cultural Affairs Law § 35.03. The scope of
the act was narrowed to focus on minors entering entertainment, arts, and sports
contracts. (For contracts involving employment of children as models, see N.Y.
Arts and Cultural Affairs Law § 35.05.)

The means by which New York courts approve minors’ contracts and the con-
sequences flowing therefrom are sufficiently important to set forth basic provi-
sions of § 35.03, as follows:
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35.03. Judicial approval of certain contracts for services of infants; effect of
approval; guardianship of savings

1. A contract made by an infant or made by a parent or guardian of an infant, or a
contract proposed to be so made, under which (a) the infant is to perform or render
services as an actor, actress, dancer, musician, vocalist or other performing artist,
or as a participant or player in professional sports, or (b) a person is employed to
render services to the infant in connection with such services of the infant or in
connection with contracts therefor, may be approved by the supreme court or the
surrogate’s court as provided in this section where the infant is a resident of this
state or the services of the infant are to be performed or rendered in this state. If
the contract is so approved the infant may not, either during his minority or upon
reaching his majority, disaffirm the contract on the ground of infancy or assert that
the parent or guardian lacked authority to make the contract. A contract modified,
amended or assigned after its approval under this section shall be deemed a new
contract.

2. ...(c) No contract shall be approved unless (i) the written acquiescence to
such contract of the parent or parents having custody, or other person having cus-
tody of the infant, is filed in the proceeding or (i) the court shall find that the infant
is emancipated.

(d) No contract shall be approved if the term during which the infant is to perform
or render services or during which a person is employed to render services to the
infant, including any extensions thereof by option or otherwise, extends for a period
of more than three years from the date of approval of the contract. If the contract
contains any other covenant or condition which extends beyond such three years,
the same may be approved if found to be reasonable and for such period as the
court may determine.

(e) If the court which has approved a contract pursuant to this section shall find
that the well-being of the infant is being impaired by the performance thereof, it
may, at any time during the term of the contract during which services are to be
performed by the infant or rendered by or to the infant or during the term of any
other covenant or condition of the contract, either revoke its approval of the con-
tract, or declare such approval revoked unless a modification of the contract which
the court finds to be appropriate in the circumstances is agreed upon by the parties
and the contract as modified is approved by order of the court. . . .

3. (a) The court may withhold its approval of the contract until the filing of
consent by the parent or parents entitled to the earnings of the infant, or of the
infant if he is entitled to his own earnings, that a part of the infant’s net earnings
for services performed or rendered during the term of the contract be set aside
and saved for the infant pursuant to the order of the court and under guardian-
ship as provided in this section, until he attains his majority or until further order
of the court. Such consent shall not be deemed to constitute an emancipation of
the infant.

(b) The court shall fix the amount or proportion of net earnings to be set aside
as it deems for the best interests of the infant, and the amount or proportion so
fixed may, upon subsequent application, be modified in the discretion of the court,
within the limits of the consent given at the time the contract was approved. . . .

6. At any time after the filing of the petition the court, if it deems it advisable,
may appoint a special guardian to represent the interests of the infant. . . .

8. (a) The infant shall attend personally before the court upon the hearing of the
petition. Upon such hearing, and upon such proof as it deems necessary and ad-
visable, the court shall make such order as justice and the best interests of the infant
require. . . .

The case of Prinze v. Jonas, 345 N.E.2d 295 (N.Y.Ct.App. 1976), suggests a
cautionary note concerning the question of whethere judicial approval (or lack
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thereof) is the sine qua non of enforceability of a minor’s contract under New
York law. Although Prinze was decided under the New York General Obligations
Law, cited above, the provisions of that law are not materially different from
those of the recently enacted Arts and Cultural Affairs Law, particularly § 35.03.
Thus, there is no reason to believe that future New York courts will deviate from
the Prinze holdings.

In Prinze, the court recognized that a contract with a minor, even though it
could not be approved by a court under the then-applicable § 3-105, could
nevertheless still be found to be “reasonable and provident” to the minor, and
thus enforceable under N.Y. General Obligations Law § 3-101. Judicial approval,
therefore, was not necessarily a condition precedent to an enforceable contract
with a minor.

The Prinze court went even further in its evaluation of the enforceability of
an arbitration clause contained in the contract in dispute. The court held that its
function was merely to review whether the arbitration clause was reasonable. If
it was reasonable, the arbitrator, not the court, should rule on the ultimate va-
lidity of the contract itself. Thus, an arbitrator, called into the dispute only be-
cause of the contract clause, could then rely on that clause to establish
jurisdiction over the dispute and resolve the validity of the contract. The arbi-
trator could uphold or void the contract; even in voiding, the arbitrator was still
empowered to act because of the contract clause.

No New York court has faced this same conundrum under current law, but
there is little reason to believe Prinze v. Jonas is anything other than binding
precedent. Under the Arts and Cultural Affairs statutes, § 35.01 tracks the old §
3-101 as to “reasonable and provident” contracts in a minor’s business, and §
35.03 tracks the old § 3-105 as to the grounds for judicial approval of a contract.
A New York court reviewing an arbitration clause in a minor’s contract would
face essentially the same problems of reconciling various statutory provisions as
were analyzed and resolved in Prinze.

In New York, even if a minor has the right to disaffirm the agreement, are
commissions still due and owing under the terms of a personal management
agreement? As is demonstrated in the Scott Eden Management case that follows,
the minor’s ability to disaffirm may not extend to the fee for the “airplane ride”
then concluded.

Scott Eden Management v. Andrew Kavovit, 563 N.Y.S.2d 1001 (Sup.
Ct. N.Y. County 1990)

COPPOLA, JUSTICE

In this case of first impression, an infant actor has disaffirmed a personal services
contract. He thereby seeks to avoid responsibility to his manager for commissions
due in the future on income from performance contracts already obtained for
him by the manager.

The salient facts are not in dispute. In 1984, when defendant Andrew M.
Kavovit was twelve years of age, he and his defendant parents entered into a
contract with plaintiffs (“Scott Eden”) whereby Scott Eden became the exclusive
personal manager to supervise and promote Andrew’s career in the entertainment
industry. This agreement ran from February 8, 1984 to February 8, 1986 with
an extension for another three years to February 8, 1989. It provided that Scott
Eden was entitled to a 15% commission on Andrew’s gross compensation. “With
respect to contracts entered into by [Andrew] . .. during the term of this agree-
ment . . . [Scott Eden] shall be entitled to commission from the residuals or roy-
alties of such contracts, the full term of such contracts, including all extensions
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or renewals thereof, notwithstanding the earlier termination of this agreement.”
(Paragraph “Tenth” of the Agreement.)

In 1986, Andrew signed an agency contract with the Andreadis Agency, a
licensed agent selected by Scott Eden pursuant to industry requirements. This
involved an additional 10% commission. Thereafter, Andrew signed several con-
tracts for his services. The most important contract, from a financial and career
point of view, secured a role for Andrew on “As the World Turns,” a long-running
television soap opera. Income from this employment contract appears to have
commenced on December 28, 1987 and continues through December 28, 1990,
with a strong possibility for renewal.

One week before the contract with Scott Eden was to expire, Andrew’s attor-
ney notified Scott Eden that his “clients hereby disaffirm the contract on the
grounds [sic] of infancy . ..” Up until then, the Andreadis Agency had been for-
warding Scott Eden its commissions, but by letter of February 4, 1989, Andrew’s
father, David Kavovit, advised Andreadis that Andrew’s salary would go directly
to Andrew and that he would send Andreadis its 10%. Needless to say, no further
commissions were sent to Scott Eden.

The complaint seeks money damages for (1) all sums due plaintiffs for com-
missions relating to Andrew’s personal appearances prior to February 8, 1989,
the date of disaffirmance, (2) all sums due plaintiff for commissions with respect
to contracts entered into by Andrew in the entertainment or promotion fields
during the term of his contract with plaintiffs, “i.e., commissions from the resid-
uals or royalties of such contracts—the full term of such contracts—including all
extensions or renewals thereof”, and (3) $50,000 for tortious interference with
the relationship between plaintiff and the Andreadis Agency.

Issue was joined and examinations before trial were held. Defendants have
now brought this motion for summary judgment upon the ground that no gen-
uine, triable issues exist.

An infant’s contract is voidable and the infant has an absolute right to disaffirm
(General Obligations Law Sec. 3-101; Continental Nat. Bk. v. Strauss, 137 N.Y.
148, 32 N.E. 1066; Casey v. Kastel, 237 N.Y. 305, 142 N.E. 671; Joseph v. Schatz-
kin, 259 N.Y. 241, 181 N.E. 464; and see G.O.L. Sec. 3—107 with regard to the
absence of parental liability either as parties or guarantors.) This aspect of the
law of contracts was well-entrenched in the common law as early as the fifteenth
century (Williston on Contracts, Third Edition Section 223). In bringing this ac-
tion, and defending the motion, plaintiffs fully recognize the principle of law
involved here and in no way challenge the infant’s right to disaffirm. Rather,
plaintiffs rely upon a corollary to the main rule, which also evolved early in the
Common Law:

After disaffirmance, the infant is not entitled to be put in a position superior to such
a one as he would have occupied if he had never entered into his voidable agree-
ment. He is not entitled to retain an advantage from a transaction which he repu-
diates. “The privilege of infancy is to be used as a shield and not as a sword.” (Kent,
vol. 2, p. 240; Rice v. Butler, 160 N.Y. 578), Joseph v. Schatzkin, 259 N.Y. 241, 244,
181 N.E. 464.

As stated differently by the same Court in an earlier case involving an infant’s
disaffirmance:

The theory of a rescission is that the party proceeded against shall be restored to
his original position. The plaintiff cannot rescind if he retains in himself or withholds
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through another any fruit of the contract. Frances v. New York and Brooklyn Ele-
vated Railroad Co., 108 N.Y. 93, 97, 15 N.E. 192.

The restoration of consideration requirement found voice in CPLR 3004 which
states that the infant need not tender restoration of benefits received prior to
disaffirmance “but the court may make a tender of restoration a condition of its
judgment, and may otherwise in its judgment so adjust the equities between the
parties that unjust enrichment is avoided.” (See Williston on Contracts, Third
Edition Section 238, especially n. 9, as to the apparent historical setting of this
provision).

The restoration of consideration principle, as interpreted by the courts, has
resulted in the infant being responsible for wear and tear on the goods returned
by him. [Citations omitted.] In the event that the minor cannot return the benefits
obtained, he is effectively precluded from disaffirming the contract in order to
get back the consideration he has given. In Vichnes v. Transcontinental & West-
ern Air, 173 Misc. 631, 18 N.Y.S.2d 603) the infant paid the air fare from New
York to Los Angeles. On returning to New York she demanded the return of her
money. Appellate Term granted summary judgment to defendant because “there
is no basis for rescission here in view of the concession that the reasonable value
of the transportation was the sum paid by plaintiffs” (at 631, 18 N.Y.S.2d 603).

The parties have not cited, nor has the Court found, a case dealing with the
exact issue at bar, i.e. whether disaffirmance may void the contractual obligation
to pay agents” commissions without any concomitant exchange being made. How-
ever, an analogy may be drawn from the case of Mutual Milk & Cream Co. v.
Prigge, 112 App. Div. 652, 98 N.Y.S. 458). There, a minor had entered the employ
of the plaintiff as a milk wagon driver and had signed a contract which included
a restrictive covenant wherein the minor agreed not to solicit plaintiff’s customers
within three years after leaving plaintiff’s employ. Several months after entering
into the contract, the minor quit, pursuant to the terms of the contract, but then
went to work for plaintiff’s rival and solicited business from plaintiff’s customers.

The Appellate Division affirmed the issuance of an injunction against the mi-
nor, who had pleaded infancy in avoidance of the contractual obligations. The
court considered that the issue was not one of liability of an infant for a breach
of his contract, but whether an infant should be allowed to repudiate his contract
without restoring what he had received and, if restoration could not be made,
without being enjoined from making use of the information he had gained from
his employment by the plaintiff to the latter’s damage. The Court held that the
infant should be enjoined “from making use of that information, in violation of
his agreement made at the time when he desired and obtained employment, and
upon the faith of which he obtained the information and acquaintance.” The
Court further noted that “No man would engage the services of an infant if he
could not impose the same condition for his own protection against the use of
his formulas, trade secrets, and lists of customers that he could exact of an adult.”

The rationale of the Mutual Milk case is applicable to this case. The work a
personal manager does for and with his client is preparatory to the performance
contract. Once a performance contract has been signed, the personal manager is
entitled to his percentage fee, subject only to the condition subsequent that the
client performs and earns his fee. This is clearly the understanding in the in-
dustry, unlike, for example, the standard in the insurance field where the initial
commission is disproportionately high and the subsequent, smaller commissions
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are viewed as consideration for continued efforts in keeping the insurance con-
tract current. When the client signs a performance contract, it is with the un-
derstanding that the gross amount to be paid is not solely for him. It is the
expectation of all parties—the agent, the performer and, in this case, the soap
opera production company, that 15% of that gross amount belongs to the personal
manager. To the extent that the performer obtains that 15% for himself, he is
unjustly enriched.

Here, the position adopted by defendants is no different than that advanced
on behalf of the infant who had taken the airplane ride and wanted her money
back or the truck driver who had milked his employer’s efforts and tutelage and
then refused to honor his reciprocal commitment. In each case, the infant con-
sumed the fruits of the contract and refused to pay for that fruit, to the clear
prejudice of the other party. In this case, the infant will continue to reap the
benefits of his contract with plaintiff but is using his infancy as an excuse not to
honor the promise made in return for that benefit.

If the argument asserted by defendants were adopted by the Court, the infant
would be put in a position superior to that which he would have occupied had
he never entered into the contract with plaintiff. He would be retaining an ad-
vantage from the repudiated transaction, i.e., using the privilege of infancy as a
sword rather than a shield. Not only is this manifestly unfair, but it would un-
dermine the policy underlying the rule allowing disaffirmance. If the infant may
rescind the contract with the manager immediately after a lucrative performance
contract is signed, yet still retain the benefits of the performance contract, no
reputable manager will expend any efforts on behalf of an infant.

In this case, adjustment of the equities so as to prevent unjust enrichment, as
suggested by CPLR 3004, leads to the conclusion that defendants must continue
to pay to plaintiffs all commissions to which plaintiffs would be entitled under
their contract, as they become due. Thus, on the first two causes of action sum-
mary judgment is denied to defendants and is granted to plaintiffs to the extent
that they shall be restored to their original condition. Moreover, inasmuch as
plaintiffs will no longer be involved in the day to day personal management of
the infant, they will be entitled to periodic statements regarding Andrew’s income
and the sources thereof and they shall have the right to annual inspections of
the books and records kept with regard to Andrew’s income.

The third cause of action is dismissed. Plaintiffs have come forward with no
proof to buttress their conclusory claim that defendants have tortiously interfered
with their business relationship with the Andreadis Agency.

The Court notes that this entire situation may have arisen due to a misreading
of a statute which is related to the problem at hand but irrelevant to its deter-
mination. The affidavit of David J. Kavovit makes reference to Arts and Cultural
Affairs Law Sec. 35.03 as a bar to this action and that “T am advised that the
agreement was void at its inception by reason of the fact that its term, including
options to extend, exceeded a three year period of time.” (Par. 13).

Section 35.03 (formerly G.O.L. Sec. 3-105, formerly DRL Sec. 74) provides
for judicial approval of infants’ contracts in order to avoid later disaffirmance.
However, no such contract may be approved if it extends for a period of more
than three years, whether by option or otherwise. However, the purpose of the
statute was to limit the infant’s right to disaffirm. If there is no judicial approval,
for whatever reason, then the statute has no effect upon the infant’s contract or
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upon his right to disaffirm (Matter of Prinze, 38 N.Y.2d 570, 381 N.Y.S.2d 824,
345 N.E.2d 295).

2.3 CONTRACT DURATION

2.3.1 The California Seven-Year Statute

In the 1920s and 1930s, Hollywood movie moguls developed the “star” system,
which involved promotion of actors and actresses into something larger than life.
At heart, it was a way to exploit the public by heightening interest in the stars
and increasing the box office. As it developed, it was exploitation of the stars as
well. The trick was to find young talent, sign them to unconscionably long con-
tracts, and then hope that promotion and luck would make them stars in the
public perception.

The usual vehicle through which a young actor or actress entered the system
was a “studio” contract. In agreeing to a contract, the talent might be bound for
ten years or more, at a salary that would later prove to be well below market
value. At length, the California legislature tempered studio contracts by enacting
a seven-year limit on the studio’s ability to enforce personal service contracts.
Other protections, to both employer and employee, were added.

Today, California is unique with its limitations on the duration of personal
service contracts. Since so many entertainment transactions are subject to Cali-
fornia law, the California enactments require thorough analysis. We begin with
§ 2855 of the California Labor Code; then we discuss important cases that have
applied this legislation.

§ 2855. Enforcement of contract to render personal service; time limit

(a) Except as otherwise provided in subdivision (b), a contract to render personal
service . . . may not be enforced against the employee beyond seven years from the
commencement of service under it. Any contract, otherwise valid, to perform or
render service of a special, unique, unusual, extraordinary, or intellectual character,
which gives it peculiar value and the loss of which can not be reasonably or ade-
quately compensated in damages in an action at law, may nevertheless be enforced
against the person contracting to render such service, for a term not to exceed
seven years from the commencement of service under it. If the employee voluntarily
continues his service under it beyond that time, the contract may be referred to as
affording a presumptive measure of the compensation.

(b) Notwithstanding subdivision (a):

(1) Any employee who is a party to a contract to render personal service in the
production of phonorecords in which sounds are first fixed, as defined in Section
101 of Title 17 of the United States Code, may not invoke the provisions of sub-
division (a) without first giving written notice to the employer in accordance with
Section 1020 of the Code of Civil Procedure, specifying that the employee from
and after a future date certain specified in the notice will no longer render service
under the contract by reason of subdivision (a).

(2) Any party to such a contract shall have the right to recover damages for a
breach of the contract occurring during its term in an action commenced during or
after its term, but within the applicable period prescribed by law.

(3) In the event a party to such a contract is, or could contractually be, required
to render personal service in the production of a specified quantity of the phono-
records and fails to render all of the required service prior to the date specified in
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the notice provided in paragraph (1), the party damaged by the failure shall have
the right to recover damages for each phonorecord as to which that party has failed
to render service in an action which, notwithstanding paragraph (2), shall be com-
menced within 45 days after the date specified in the notice.

Also related to the issue of duration of employment are §§ 2924 and 2925 of
the Labor Code, covering, respectively, the rights of an employer and an em-
ployee to terminate. These sections are set forth in Section 2.3.2 below.

De Haviland v. Warner Brothers Pictures, 153 P.2d 983
(Cal.Ct.App. 1944)

SHINN, J.

Defendant has appealed from a judgment declaring at an end its contract for the
services of plaintiff as a motion picture actress. The ground of the decision was
that the contract had run for seven years, the maximum life allowed such con-
tracts by former Civil Code, section 1980, now section 2855 of the Labor Code.
It was executed April 14, 1936, for a term of fifty-two weeks and gave the em-
ployer the right to extend the term for any or all of six successive periods of
fifty-two weeks each. These options were exercised from time to time by the
employer so as to cover the entire contract period. The services commenced May
5, 1936, and, except as interrupted by certain periods of suspension, were con-
tinued to August 13, 1943. The present action was commenced August 23, 1943.
The contract gave the producer, defendant, the right to suspend plaintiff for any
period or periods when she should fail, refuse or neglect to perform her services
to the full limit of her ability and as instructed by the producer and for any
additional period or periods required to complete the portrayal of a role refused
by plaintiff and assigned to another artist. Plaintiff was to receive no compen-
sation while so suspended or thereafter until she offered to resume her work. It
was provided that the producer had the right to extend the term of the contract
at its option, for a time equal to the periods of suspension. There were several
such suspensions after December 9, 1939, and one suspension of thirty days
which plaintiff agreed to and which was occasioned by her illness. In each in-
stance defendant exercised its right to extend the term of the agreement. The
several periods of suspension totaled some twenty-five weeks. The facts as to the
suspensions are not in dispute; defendant’s right to impose them is not ques-
tioned. Plaintiff's reason for refusing the several roles was that they were unsuited
to her matured ability and that she could not faithfully and conscientiously por-
tray them. Her good faith and motives are not in issue, but according to the
contract the producer was the sole judge in such matters and she had to do as
she was told. The sole question is whether the provisions for suspension, and for
extension of the term of the agreement, were lawful and effective insofar as they
purported to bind plaintiff beyond seven years from the date her services were
commenced. If they were lawful, plaintiff still owes twenty-five weeks of service;
otherwise the contract came to an end May 5, 1943. . ..

If we are to accept defendant’s construction of [Sec. 2855] as amended, we
must add words to the phrase used in the proviso so that it would read “for a
term not beyond a period of seven years of actual service from the commence-
ment of service under it.” In fact, the words “of actual service” could have been
used appropriately after the word “term” and also after the words “seven years”
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if it had been the intention to do away with the limitation of seven calendar years
from the commencement of service. It is true that the exception in the first clause
of contracts for exceptional services, to which the proviso relates, suggests a
possible intention to take such contracts out of the general rule, but the proviso
itself is the enacting clause and the controlling one. It is the clause which de-
termines whether the general limitation was intended to be removed as to con-
tracts for exceptional services. Defendant’s contention is that there could have
been only one purpose in amending the section, namely, to allow the enforce-
ment against employees of contracts for personal services to the extent of seven
years of actual service, regardless of the time over which such services might
extend. With this we cannot agree. The difficulty with the argument, and which
we think is insurmountable, is that the Legislature has not used the words “of
service,” and the failure to use those or equivalent words is far more significant
as indicating the purpose of the enactment than the entire amendment as written.
We cannot believe that the phrase “for a term not beyond a period of seven
years  carries a hidden meaning. It cannot be questioned that the limitation of
time to which section 1980 related from 1872 to 1931 was one to be measured
in calendar years. It is conceded that contracts for general services are limited
to seven calendar years. The substitution of years of service for calendar years
would work a drastic change of state policy with relation to contracts for personal
services. One would expect that such a revolutionary change, even as applied to
a particular class of contracts, would be given expression in clear and unmistak-
able terms. . . .

We have not overlooked the earnest arguments of counsel as to whether a
producer of motion pictures should or should not have the right to the exclusive
services of an artist for a period of seven years of service. It is to be presumed
that the Legislature considered such matters in legislating upon the subject, but
the arguments do not aid us in determining what the code sections mean. While
the purpose sought to be accomplished in the enactment of a statute may be
considered as an aid to interpretation, the question whether the Legislature has
acted at all in a given particular must find answer in the statute itself. We think
the expressions of the various enactments cannot be bent to a shape that will fit
defendant’s argument, and that the several extensions of plaintiff’s contract due
to her suspensions were ineffective to bind her beyond May 5, 1943, seven years
after her services commenced.

A second contention is that if defendant had not the right under the code to
demand seven years of service, plaintiff has waived the right to question the
validity of the extensions, which carried beyond the seven-year period. By her
breaches of the contract, it is claimed, she brought into operation the provisions
for extension and is now estopped to avoid them. Defendant relies upon section
3513 of the Civil Code, reading as follows: “Anyone may waive the advantage of
a law intended solely for his benefit. But a law established for a public reason
cannot be contravened by a private agreement.” Defendant insists that the lim-
itations of said sections 1980 and 2855 were enacted solely for the benefit of
employees and not for a public reason, and may be waived. . ..

The fact that a law may be enacted in order to confer benefits upon an em-
ployee group, far from shutting out the public interest, may be strong evidence
of it. Tt is safe to say that the great majority of men and women who work are
engaged in rendering personal services under employment contracts. Without
their labors the activities of the entire country would stagnate. Their welfare is
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the direct concern of every community. Seven years of time is fixed as the max-
imum time for which they may contract for their services without the right to
change employers or occupations. Thereafter they may make a change if they
deem it necessary or advisable. There are innumerable reasons why a change of
employment may be to their advantage. Considerations relating to age or health,
to the rearing and schooling of children, new economic conditions and social
surroundings may call for a change. As one grows more experienced and skillful
there should be a reasonable opportunity to move upward and to employ his
abilities to the best advantage and for the highest obtainable compensation. Leg-
islation which is enacted with the object of promoting the welfare of large classes
of workers whose personal services constitute their means of livelihood and which
is calculated to confer direct or indirect benefits upon the people as a whole
must be presumed to have been enacted for a public reason and as an expression
of public policy in the field to which the legislation relates. . . .

The power to restrict the right of private contract is one which does not exist
independently of the power to legislate for the purpose of preserving the public
comfort, health, safety, morals and welfare. The power to provide for the comfort,
health, safety and general welfare of any or all employees is granted to the Leg-
islature by article XX, section 17 1/2 of the state Constitution. Enactments ex-
ercising the power have been upheld in many instances. ... The rights of
employees as now declared by section 2855 of the Labor Code fall squarely
within the prohibition of section 3513 of the Civil Code, that rights created in
the public interest may not be contravened by private agreement.

Finally, it may be pointed out that the construction of the code sections con-
tended for by defendant would render the law unworkable and would lead to an
absurd result. If an employee may waive the statutory right in question by his
conduct, he may waive it by agreement, but if the power to waive it exists at all,
the statute accomplishes nothing. An agreement to work for more than seven
years would be an effective waiver of the right to quit at the end of seven. The
right given by the statute can run in favor of those only who have contracted to
work for more than seven years and as these would have waived the right by
contracting it away, the statute could not operate at all. It could scarcely have
been the intention of the Legislature to protect employees from the consequences
of their improvident contracts and still leave them free to throw away the benefits
conferred upon them. The limitation of the life of personal service contracts and
the employee’s rights thereunder could not be waived. . . .

NOTES

1. An important aspect of the De Haviland decision is the unreported facts in the case.
The original contract with the studio was for a period of less than seven years. De Haviland
was a minor at the time of its execution, and accordingly, the contract was approved by
the Los Angeles Superior Court as being “just, fair and conscionable and to be in the best
interest of Olivia De Haviland.” The extensions of the term of the contract were occa-
sioned by her own breaches and refusals to perform. Warner Brothers, in its unsuccessful
appeal, argued:

On one occasion, Respondent [De Haviland] signed a written agreement approving the sus-
pension dates; on another occasion Respondent herself requested and received an extension
of the contract in order that she might absent herself from the studio for a period of four
consecutive weeks commencing February 16, 1942. ... Respondent alone is responsible for
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the term of her service extending one day beyond seven calendar years. She asked for it on
February 16, 1942. She benefitted by it.

If the statute can be waived, or if she can be estopped from hiding behind the statute,
whatever its meaning may be, then in this case that statute has been waived and the estoppel
exists. . .. Only a holding that L.C. 2855 is mandatory, absolute, and represents an expression
of public policy and was established for a public reason, can in this case justify the granting
of any relief herein to the artist.

2. In an unreported decision of the Los Angeles Superior Court filed in 1973, Lukas
aka Susan St. James v. Universal, No. C54945, a mid-term extension was litigated under
§ 2855. The employment contract with Universal provided for an initial term of 26 weeks,
with options for a possible total of seven years. Six months later, another employment
agreement of seven-year potential was executed, with a condition that the first contract
was terminated upon execution of the second. The issue raised by St. James and never
resolved in that case was whether she was obligated to perform beyond the initial seven-
year period under a second agreement, which she claimed was not negotiated “at arm’s
length.”

3. In Foxx v. Williams, 244 Cal. App. 2d 223, 52 Cal. Rptr. 896 (2d Dist. 1966), an issue
arose under § 2855. Dootone Records contended that § 2855 was inapplicable to its
recording contract with comedian Red Foxx because Foxx was an independent contractor,
while § 2855 applies only to an “employee.” Dootone had never withheld taxes on Foxx
or paid Social Security taxes or state disability assessments for him. Nor had Dootone
exercised any control over the creative aspects of Foxx’s material or performance. The
court nonetheless found § 2855 applicable. The first two contracts between Dootone and
Foxx had been denominated “contract for your personal services between Dootone Rec-
ords as the employer, and you as the vocalist, and we hereby employ you for the purpose
of making phonograph records.” Foxx recorded in the same manner under all three of his
contracts, even though the last contract did not contain the quoted language. However,
Dootone selected the times and places of recording, whether to invite an audience (and,
if so, whom to invite), and the equipment to be used in recording (which it operated).
The court distinguished Ketcham v. Hall Syndicate, Inc. (see below), because Ketcham
turned in completed cartoon strips, whereas Foxx’s efforts were not complete until worked
on by Dootone. The language of the earlier contracts, plus the consistent pattern of in-
volvement of Dootone in the recording process, was sufficient to permit the court to find
an employer-employee relationship which triggered the application of § 2855.

4. Lawyers have argued for years as to whether or not a mid-term renegotiation will
serve to start the California seven-year statute running anew. One school of thought holds
that only a “moment of freedom”—a release given under noncoercive circumstance—will
suffice. In other words, the artist must be free to walk out of the room without signing a
new contract so that the act of re-signing is perceived to be totally voluntary. Another
view holds that a renegotiation involving substantial new consideration, entered into to-
ward the end of a deal and for an independent business reason, should be sufficient to
restart the seven-year period. In the case of Melissa Manchester v. Arista Records, Inc.,
No. CV 81-2134 (C.D.Cal. Sept. 17, 1981), the court suggested (in an unpublished—and
later withdrawn—opinion by Judge Robert J. Kelleher) that if the latter criteria were met,
the statute could indeed be restarted. Manchester signed with Arista in 1973 while resid-
ing in New York. She later moved to California. In 1976, in order to obtain monies
($145,000) with which to fund a settlement with her manager and terminate their agree-
ment, Manchester entered into a further contract with Arista for an additional year at
Arista’s option, to follow the end of the term of the original agreement. Due to late delivery
of recordings by Ms. Manchester, Arista suspended the term of her agreement on several
occasions so that, by the time Arista purported to exercise its one-year option under the
1976 agreement, Arista claimed that Manchester owed it three LPs, two under the original
agreement and one under the additional agreement. Manchester refused to perform fur-
ther, citing Labor Code § 2855. Both contracts contained forum selection and/ or choice-
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of-law clauses selecting New York. Ms. Manchester, however, contended that to uphold
these would violate the strong California public policy underlying § 2855. The court,
however, was not persuaded and held that the forum selection clause of the 1973 agree-
ment should be enforced. The 1976 contract specified New York law but did not contain
a forum selection clause. The court rejected Manchester’s claim that the 1976 agreement
was an extension of the 1973 contract and thus also invalid because of the prohibition of
waiver of employees’ rights under § 2855. “This argument,” Judge Kelleher said, “would
effectively prevent an employee from entering into a new contract with his or her current
employer until after the completion of all obligations between them. The better course is
to consider the circumstances surrounding the formation of the new contract in each
situation. If the new contracts was entered into at or near the time of formation of the
earlier contract, and if the two contracts appear to have been entered into to avoid the
application of § 2855 to a single agreement, then they should be considered a single
contract for the purposes of § 2855. However, if the latter contract was entered into toward
the end of the first contract, it should be treated as a separate agreement for purposes of
§ 2855.” Each contract should be reviewed on a case by case basis, not under formalistic
contract law principles but “in light of the policy consideration underlying § 2855 to
protect employees.” The only tie between the two contracts was that “the 1976 agreement
is an option contract that Arista could exercise only if it had exercised all of its options
under the 1973 contract.” The second contract “was not entered into with the purpose of
evading the seven-year employment limitation of § 2855.”

5. In Adams v. Irving Music, Inc., Case No. BC 090519, Superior Court, Los Angeles
County, (unreported) Bryan Adams was granted summary judgment (effective as of 1991)
in a case in which the term of Adams’ songwriter agreement with Irving (which com-
menced in 1984) was contractually co-terminous with the term of Adams’ recording agree-
ment with Irving’s then-affiliate, A&M Records, Inc. The recording agreement had been
re-negotiated, and its term had been extended which, Irving claimed, also served to extend
the term of the songwriter agreement until 1993.

6. There have been no reported California cases involving the seven-year statute in
over a decade. Several highly publicized actions were initiated in the 1990s that would
have tested the limits of the seven-year statute in light of the critical and yet-unresolved
issue of midterm modification/extensions but all were settled. In Geffen Records, Inc. v.
Henley (No. BC073696 (Superior Court, Los Angeles County) Don Henley, who had
attained enormous success both as a member of the Eagles and as a solo artist on Geffen
Records sought in 1992 to invoke the statute to terminate of his 1984 solo agreement
(which had been modified in 1988). In Were Only In It For the Music v. Elektra Enter-
tainment (No. 9644007 Superior Court, San Francisco County), the group Metallica chal-
lenged the enforceability of their 1984 agreement under § 2855 even though the recording
agreement had a New York law and forum clause. We can only speculate as the the judicial
outcome of these cases as both of them were dismissed as part of out-of-court settlements.

7. For additional analysis of problems arising under California’s seven-year statute, see
Bushkin and Meyer, “The Enforcement of Mid-Term Extensions of Employment Agree-
ments Under California Labor Code Sec. 2855,” 15 Beverly Hills Bar Journal 385 (1980)
and “Employee Emancipation in California: The Seven Year Itch Under Labor Code
Section 2855, 56 Cal St B.J. (1981); Blaufarb, “The Seven Year Itch: California Labor
Code Section 2855,” 6 Comm/Entertainment L.J. 653 (1984).

8. See, also, Greenberg, “Seven Years to Like: The Flight for Free Agency in the
Record Business” 12 “Entertainment and Sports Lawyer” 1 (1994).

Ketcham v. Hall Syndicate, Inc., 236 N.Y.S.2d 206 (Sup. Ct. N.Y.
County 1962), aff'd, 242 N.Y.S.2d 182 (1963)

SPECTOR, JUSTICE

On January 24, 1951 the plaintiff (the creator of the cartoon panel entitled “Den-
nis The Menace”) and the defendant, then known as the Post-Hall Syndicate,
Inc., entered into an agreement for the syndication by Hall of the cartoon panels.
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The contract provided that the panels were to be delivered to Hall’s office in
the City of New York at least six weeks prior to the scheduled date of release.

The agreement further provided that its duration should be for the period of
one year with automatic renewals from year to year without notice unless the
plaintiff's share from syndication did not equal certain minimum stipulated
weekly payments, in which event either party had the right to terminate it.

There is no claim that the minimum returns have not been met. In fact, the
evidence is quite to the contrary, and it is uncontradicted that the payments are
now over five times the required minimum.

The parties performed under the contract from the date thereof until Decem-
ber 18, 1961 when the plaintiff wrote a letter to the defendant in which he
purported to cancel and terminate the contract as of March 11, 1962. However,
the plaintiff is still performing under the contract by reason of the provision in
the aforesaid letter of December 18, 1961, that if the cancellation were not rec-
ognized then the plaintiff would continue to perform until such right of cancel-
lation and termination should be established by litigation.

In answer to the plaintiff’s letter, on March 8, 1962, the defendant advised
the plaintiff that by reason of the payment of the minimum provided by the
terms of the contract that it would deem the contract renewed for the further
period of one year and that it would also deem it renewed from year to year
thereafter provided the stipulated payments had been made.

The plaintiff’s complaint seeks a declaratory judgment determining whether
the plaintiff has the legal right to terminate the contract on the grounds (a) that
it is for an indefinite term and that there is no mutuality; (b) that section 2855
of the Labor Code of the State or California provides that such a contract may
not be enforced beyond seven years from the commencement of the services;
and (c) that if the contract is governed by the laws of the State of California it
may be cancelled and terminated since it is no longer enforceable under the
aforesaid section of the Labor Code.

The questions of law are clearly defined and are (1) is the contract governed
by the laws of the State of New York or the State of California; (2) if the contract
is governed by the laws of California, is it terminable by reason of section 2855
of the Labor Code; and (3) is the contract, which calls for automatic renewals
upon the payment of certain minimums, voidable either by reason of indefinite-
ness or lack of mutuality. . . .

There is no decision of the California courts which has determined whether a
contract such as the one in question is governed by the above-quoted statute.
Defendant contends that the contract in question established a relationship not
of employer-employee but one of the status of an independent contractor and
that therefore the section relied on does not apply.

Section 2750 of Article 1 of Chapter 2 of said Code defines a contract of
employment as one “by which one, who is called the employer, engages another,
who is called the employee, to do something for the benefit of the employer or
a third person.”

Edwin S. Pillsbury, Esq., plaintiff’s expert on California law, testified on cross-
examination that the contract in question “does not establish, in my opinion, the
relationship of employer and employee in the strict sense”; and further testified
that this contract would fall within the category of “an independent contractor
relationship,” and that Mr. Ketcham was an independent contractor by reason of
the fact that there was no “right of supervision, direction and control.”
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Mr. Pillsbury, however, testified that section 2855 of the California Labor Code
applied to independent contractors. That the second sentence of section 2855
relating to contracts to “render service of a special, unique, unusual, extraordi-
nary, or intellectual character, which gives it peculiar value” had reference to
independent contractors and that Mr. Ketcham’s contract was of this type. How-
ever, he never stated the basis for his opinion, except that there was a strong
public policy (in California) “to the effect that an employee should be protected
by law against improvidently contracting his services away for a longer period
than seven years.”

Reliance is also placed by plaintiff on De Haviland v. Warner Bros. Pictures,
67 Cal.App. 2d 225, 153 P.2d 983. However, in that case the acting was per-
formed by the employee at the direction of her employer at places designated
by her employer. In this case, however, plaintiff’s performance was delivery by
him at the defendant’s New York office of six daily cartoon panels per week.
There was no supervision, plaintiff worked where he pleased. The provision re-
garding the quality of the panels is usual in certain types of sales or building
contracts and does not imply supervision.

Sidney Justin, Esq. defendant’s expert witness on California law, testified that
he was “very intensively” acquainted with the provisions of section 2855 by rea-
son of his employment in the legal department of Paramount Pictures Corp.
because the section involved all of the employment contracts of the studio. He
testified that the contract was one “to furnish materials” and similar to contracts
between motion picture producers and distributors, whereas the contract in the
De Haviland case, supra, was “a typical employment contract.” He testified that
the sole purpose of section 2855 “was to protect employees” and that there were
no provisions of the Labor Code which he could find which govern independent
contractors. He testified that although the word “employee” was not used in the
second sentence of section 2855 (relating to unique services) it must be read into
it. Since the third sentence commences: “If the employee voluntarily continues
his service under it...,” the conclusion is inescapable that the word employee
must be read into the second sentence.

Furthermore, it should be noted that the first sentence of section 2855 refers
to “employee.” “Employee” is defined by the same Labor Code in section 350(b)
as follows:

(b) “Employee” means every person including aliens and minors, rendering actual
service in any business for an employer, whether gratuitously or for wages or pay
and whether such wages or pay are measured by the standard of time, piece, task,
commission, or other method of calculation and whether such service is rendered
on a commission, concessionnaire, or other basis.

It should also be noted that the defendant is not an “employer” as defined by
section 350(a) of the Labor Code as follows:

(a) “Employer” means every person engaged in any business or enterprise in this
State, which has one or more persons in service under any appointment, contract
of hire, or apprenticeship, express or implied, oral or written, irrespective of
whether such person is the owner of the business or is operating on a concession-
naire or other basis.
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The above definitions add additional weight to the conclusion of the defen-
dant’s expert, whose opinion seems more compelling. The court adopts his in-
terpretation of the statute that the sentence is only intended to include employees
and would exclude independent contractors.

It is obvious that under the usual rules of statutory interpretation the provi-
sions of section 2855 would apply only to the normal employer-employee rela-
tionship and not to situations where one of the parties was an independent
contractor.

Since the second sentence was not interpreted by the California courts, I
believe that we can accept our own definition of an independent contractor as
laid down by our Court of Appeals in Hexamer v. Webb, 101 N.Y. 377, 385, 4
N.E. 755, 757:

The test to determine whether one who renders service to another does so as a
contractor or not is to ascertain whether he renders the service in the course of an
independent occupation, representing the will of his employer only as to the result
of his work, and not as to the means by which it is accomplished. Shearm. & Redf.,
Neg. 76. In Blake v. Ferris, 5 N.Y. [48] 58, within the rule last stated, it is held
that when a man is employed in doing a job or piece of work with his own means,
and his own men, and employs others to help him or to execute the work for him,
and under his control, he is the superior who is responsible for their conduct, no
matter for whom he is doing the work. To attempt to make the primary principal
or employer responsible in such cases would be an attempt to push the doctrine of
respondeat superior beyond the reason on which it is founded. . . .

The evidence also establishes that the parties by their own conduct never
considered the relationship to be that of employer-employee. There was never a
withholding by the defendant for income taxes or social security; the plaintiff
paid all the expenses of producing the cartoons; and the plaintiff in filing his
Federal income tax return paid the “self-employment tax” which was measured
by the income received from the defendant.

The contract provides that: “Should Ketcham become incapacitated or unable
to deliver the material . . . or in the event of the decease of Ketcham, he or his
executors shall have the privilege of employing substitute services to prepare the
materials” or that the defendant “shall have the privilege of securing substitute
services.”

In either event Ketcham (or his estate) was still to receive the benefits of the
contract (less the cost of the substitute).

Ketcham was not an employee and the contract is at best one for his services
as an independent contractor. Indeed in most of its aspects it is more a contract
of sale or a contract to supply a product rather than services.

There is yet another reason for holding the California Statute inapplicable. The
New York Conflict of Laws rules require a finding that the contract is governed
by New York Law, under the theory of “center of gravity” or the “grouping of
contacts.” Defendant’s office is and was in New York, all of its operations (other
than traveling salesmen) are conducted in New York, including the mat makers,
the editorial work, financial work, photo-engravers, etc. Performance of the con-
tract by plaintiff was to be by delivery of the panels at defendant’s New York
office. The contract was signed in New York by defendant and by “Kennedy
Associates, Inc. by John J. Kennedy as agents for Hank Ketcham.” The verified
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complaint sets forth that Kennedy Associates, Inc. “executed the contract as agent
for the plaintiff.” Plaintiff prepared the panels at various residences during the
years following the execution thereof. Indeed the place where plaintiff or his
substitute was to prepare the panels was of absolutely no significance. The most
important contact was the place of delivery, the fixed place where all of defen-
dant’s work had to be performed. New York was the place of most significant
contact when the contract was signed, was so during the intervening years and
is today, and therefore New York law governs. . . .

The first, second and third affirmative defenses have been proven and
therefore the California statute will not be applied.

Since we have decided that the California law is inapplicable, the remaining
questions to be determined are whether the contract is indefinite and does it
lack mutuality.

The issue of mutuality poses no problem. Plaintiff’s argument that the contract
lacks mutuality of obligation is adequately answered by a comparison of the facts
in this case and those in Wood v. Lucy, Lady Duff-Gordon, 222 N.Y. 88, 118
N.E. 214. In this case, the defendant was expressly obligated to produce certain
minimum payments to keep the contract in force, whereas in the Wood case,
supra, the court merely implied an obligation on plaintiff’s part to use its best
efforts. There is thus certainly more basis for finding mutuality than existed in
Wood, where the Court of Appeals found mutuality.

Whether or not the contract is indefinite presents a more difficult question
and is probably the most important problem to be resolved in this case. The
question, however, is not whether the contract is for an indefinite term, it is
whether the contract, by its terms, is indefinite as to its duration. If it is, then
judicial construction is necessary and thus plaintiff should prevail because it is
well settled in New York, that a contract will not be construed to require per-
petual performance where another construction is available. . . . Absent a fixed or
determinable duration or an express provision that the duration is perpetual, the
contract is one terminable at will. . ..

The contract in the case at bar is not indefinite as to duration. Paragraphs 4,
5 and 6 provide specifically for termination by either party upon the happening
of certain events. The contract provides that it “shall be for a period of one year
... and shall renew itself automatically from year to year for additional periods
of one year each without the giving of notice by either party to the other, except
that each of the parties shall have the right to terminate this agreement at the
end of any one year period hereof . . . in the event” that plaintiff’s share fell below
the stipulated amount and the defendant at its sole discretion, to avoid a termi-
nation of this agreement, failed to advance the difference in the minimum stip-
ulated amount.

The plaintiff asserts that these provisions render the contract indefinite be-
cause they include no specific date for the termination of the contract. This,
however, is not the kind of indefiniteness which renders the contract voidable,
since specific provision is made for termination. It is this specificity which de-
stroys the plaintiff’s case. The contract is for one year and renewable from year
to year, but this, from the terms of the contract itself, appears to have been the
intention of the parties. The paragraphs regarding termination clearly provide for
automatic renewal and just as clearly give the defendant the right to keep the
contract alive in the event certain requirements for automatic renewal are met.
It was the intention of the parties that the contract should run so long as the
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minimum receipts were realized and that during such period that neither party
should be able to desert the other. The strip started as an idea and both parties
were to be integral parts of its development, the plaintiff by his creative ability
and the defendant by his promotion and salesmanship. The terms of the contract
are clear and unambiguous and freely signed by the plaintiff and his agent.

That contracts providing for perpetual performance are not invalid is undoubt-
edly the law of New York, although no precise holding on this point can be found
among the New York cases . ..

For contracts which had no calendar fixed date of termination but were held
as contracts for a definite term, see Matter of Exercycle v. Maratta, 11 A.D.2d
677, 201 N.Y.S.2d 885, affd. 9 N.Y.2d 329, 214 N.Y.S.2d 353; Ehrenworth v.
George F. Stuhmer & Co., 229 N.Y. 210, 214, 215, 128 N.E. 108, 109; Deucht v.
Storper, City Ct., 44 N.Y.S.2d 350, 351. In Exercycle, the contract provided for
continuation until the employee voluntarily leaves the employ of Exercycle. In
Ehrenworth, the contract was for “as long as the plaintiff . . . remained in busi-
ness.” In Deucht, the employment was to be for so long a time as defendant
“continued to employ workers, trained, developed and gathered by plaintiff.” (See
Warner-Lambert Pharmaceutical Company Inc. v. John J. Reynolds, Inc. [S.D.,
New York, 1959] 178 F. Supp. 655, 661.) . . .

The defendant, therefore, must prevail. Contracts which are vague as to their
duration generally will not be construed to provide for perpetual performance,
but where, such as the case here, the contract is not vague, no judicial construc-
tion is necessary. . . .

NOTES

1. Of course, where substantive terms are expressed vaguely, enforcement will be de-
nied. The circumstances under which a court rules a contract’s terms fatally indefinite are
increasingly rare. A more likely result is for the court to use interpretative aids to resolve
the ambiguities and save the contract. These include (1) the express language of the
contract as understood in a legal context; (2) the extent to which the parties performed
under the agreement and the understandings under which they performed, both stated
and implied; (3) the parties” dealings in past transactions; and (4) custom and usage in the
specific entertainment industry involved. The prevailing judicial view is that if the parties
can reduce their understandings to writing, ambiguities will be resolved if at all possible.
A deal should not be voided if its terms can be saved by interpretation. However, en-
forcement was denied in Candid Productions v. International Skating Union, 530 F.
Supp. 1330 (S.D.N.Y. 1982). Candid, a producer of televised sporting events (mostly skat-
ing), sought specific enforcement of a contract which (Candid claimed) gave it exclusive
televison rights to the World Championships. Candid had dealt with the ISU for sixteen
years. Earlier contracts between the parties had provided that they would “negotiate in
good faith the terms and conditions by which [Candid’s] rights [would] be extended,” and
if the parties did not agree, ISU would “then be free to offer these rights to a third party
under the same terms and conditions last offered to Candid.” However, if ISU was willing
to accept less favorable terms and conditions, it would give Candid the opportunity to
secure the deal on those terms and conditions before ISU offered the deal to third parties.
However, ISU refused to sign the contract which became the subject of the action unless
the first refusal clause was deleted. In its place, the parties substituted a provision that
ISU would not negotiate any further contracts for the rights for the World Championships
after 1979 without first negotiating in good faith with Candid. However, ISU apparently
began negotiations with CBS before commencing negotiations with Candid, and ultimately
granted CBS the exclusive right to broadcast the World Championships. Candid claimed
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that ISU had breached its agreement to negotiate with plaintiff in good faith. In its motion
for summary judgment, ISU did not contest this claim; it didn’t matter, they argued: the
good faith negotiation clauses upon which Candid relied were so vague and uncertain as
to be unenforceable. The court agreed. Candid argued that the court should imply, “as a
requirement of good faith negotiation a duty by ISU: (1) to disclose information material
to Candid’s ability to formulate offers; (2) to make offers and counter-offers; and (3) to
continue negotiations for a sufficient minimum period of time before signing with another
to permit Candid a fair opportunity to overcome in all respects the comparative attrac-
tiveness of competitive proposals. To imply such terms, however, would be to impermis-
sively make a contract for the parties rather than to enforce any bargain the parties
themselves may have reached. . . . [I]t is particularly inappropriate to imply the terms pro-
posed by Candid for in effect Candid is asking the Court to reinsert into the contract the
specific obligation that ISU expressly rejected by its demand, agreed to by the plaintiff,
that the first refusal clause containing such requirement be deleted from the contract.”
The court also rejected Candid’s alternative negative-injunction argument that the good-
faith-negotiation clause contained “an express negative covenant that mandates that ISU
[would] not negotiate with others before it [had] negotiated in good faith with Candid.”
However, the court said, “[wlhether ISU was bound to negotiate exclusively with Candid
before negotiating with anyone else, as the alleged negative covenant would require, does
not relieve or assist this Court in its burden to find some standards by which to judge the
parties’ performance. Indeed, such negative covenant only worsens the situation for the
negotiation clauses are silent as to the length of time such exclusive negotiation period is
to run.” The principle that “ “a mere agreement to agree’ is unenforceable for indefiniteness
where material terms are left open for future resolution [applies] here with added force
for not only one item but all terms have been left open for future negotiation. . . . To issue
a decree of specific performance, as plaintiff requests, would require the Court to enter
into the realm of the conjectural. An agreement to negotiate in good faith is even more
vague than an agreement to agree. An agreement to negotiate in good faith is amorphous
and nebulous, since it implicates so many factors that are themselves indefinite and un-
certain that the intent of the parties can only be fathomed by conjecture and surmise.”

2. For further discussion of obligations of good faith and fair dealings, see MacNeil,
“Power of Contract and Agreed Remedies,” 47 Cornell Law Quarterly 495 (1962); Burton,
“Breach of Contract and the Common Law Duty to Perform in Good Faith,” 94 Harvard
Law Review 369 (1980); Comment, “Has the Right of First Refusal Been Thrown to the
Wolves?” “American Broadcasting Co. v. Wolf,” 1 Cardozo Arts and Entertainment Law
Review 137 (1982).

3. In Sellers v. American Broadcasting Co., 668 F.2d 1207 (11th Cir. 1982), the Court
of Appeals dismissed an action in which the plaintiff attempted to enforce an “exclusive
story” agreement he had made with Geraldo Rivera of ABC on contract and misappro-
priation grounds. The exclusive story involved information that Elvis Presley had died
from an overdose of drugs, a theory which the court found neither novel, unique, nor
original so as to afford the plaintiff protection under the misappropriation doctrine. Fur-
thermore, the “contract” of the plaintiff was unenforceable as it was too vague and indef-
inite as to the information which Sellers was to provide regarding Elvis’s death.

The plaintiff’s entire contract read as follows:

I, Larry L. Sellers, do hereby agree not to release this exclusive story to any reporter other
than Geraldo Rivera or any network other than ABC until the network has first released said
story within a reasonable period of time or thirty days. Once the story has been released,
other media firms may be contracted by Larry Sellers.

I, Geraldo Rivera, do hereby agree to grant Larry Sellers all copy-write [sic] privileges of
the exclusive Elvis Presley story and full claim for the discovery of the story by acknowl-
edgement in any media use made of it from this day forth.

If the story is accepted for further investigation, all expenses incurred by Larry Sellers will
be reimbursed by ABC.

Should the story be proven false, this contract is hereby null and void.



90 « LAW AND BUSINESS OF THE ENTERTAINMENT INDUSTRIES

4. See also De Laurentiis v. Cinematografica de Las Americas, 215 N.Y.S.2d 60, 9 N.Y.2d
503 (1961).

2.3.2 Statutory Termination Rights in California

Circumstances change, and the initial intentions of parties to a transaction shift
as well. When one party to a contract believes another party is not fulfilling the
bargain, the simmering dispute begins a perceptible movement toward the
courts. The pages of such publications as Variety, The Hollywood Reporter, and
Billboard constantly chronicle the filing of breach of contract lawsuits. Stars walk
out. Producers renege. Directors revolt.

While most suits are settled, some go the legal distance. These provide guide-
lines to advise others what to expect if their later disputes find a legal forum. As
the following cases suggest, settling a dispute may be a good deal less painful
than vindicating one’s rights in court. However, if a legal fight it will be, it is
best to have had competent contract drafting in the first place. That is the starting
point. If that fails, then some of the limitations under which courts operate must
be confronted.

This section on the circumstances of breach is a natural lead-in to the following
sections that examine the remedies each side can realistically seek when the other
party is in breach. Since breach and remedies for breach go hand in hand, this
section examines remedies as well.

Every breach does not give rise to a right to terminate or rescind the agree-
ment. In addition, many agreements include a “right to cure” provision that will
require the party alleging a breach to notify the other party of the alleged breach,
and only if the breach is not “cured” within the stated period of time will there
be deemed to have been a breach of the contract. In California, the traditional
“hornbook” contract law principle that a “material breach” is required in order
for the non-breaching party to rescind the contract is superseded (as it applies
to personal service contracts) by California Labor Code §2925. We begin our
discussion with California Labor Code §2924, which permits an employer to
discharge an employee, and with the decision in the Goudal case, interpreting
that section.

Section 2924. Employment for a specific term; grounds for termination by employer; . . .
An employment for a specific term may be terminated at any time by the employer
in case of any willful breach of duty by the employee in the course of his employ-
ment, or in case of his habitual neglect of his duty or continued incapacity to
perform it. . . .

Goudal v. Cecil B. De Mille Pictures Corp., 5 P.2d 432 (Cal.App.Ct.
1931)

FRICKE, JUSTICE PRO TEM

This is an appeal from a judgment for plaintiff in the sum of $34,531.23 in an
action to recover damages for breach of a contract of employment entered into
in April, 1925. Under this agreement respondent was employed by appellant as
a motion picture actress for one year beginning May 19, 1925, with the option
to appellant of four yearly extensions of the contract, each yearly extension to be
at a specified substantial increase in compensation. Respondent entered upon
her duties, and appellant twice exercised its option, extending the period of
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employment to May 18, 1928. On September 10, 1927, respondent was dis-
charged by appellant. The basic question in this case is whether such termination
of the employment of respondent was wrongful or whether it was justified by
acts of the respondent violative of the terms of the contract. The trial court found
that respondent had not violated the contract, and that her discharge was not
justified.

Many of the alleged violations of the employment contract set forth in appel-
lant’s brief are either not supported by the references to the transcript due either
to counsel drawing inferences not justified by the testimony or to the fact that
the references are to the testimony of Cecil De Mille as to what he told respon-
dent had been reported to him, testimony which, while perhaps admissible on
another theory, is pure hearsay so far as its being proof of the conduct of re-
spondent is concerned. As an example of the misinterpretation of the evidence
may be cited appellant’s statement that “Mr. Howard testified that in two specific
instances she refused to follow the directions of the director.” When we examine
the reference to the transcript, we find the testimony of Mr. Howard to be that
in one scene Miss Goudal appeared disturbed, and did not perform the scene as
he thought her capable of performing it, and that, in another instance, “She
played the scene in a manner well enough for me to accept it and put it in my
picture as a part of the picture but not in a manner I think fully as good as she
was capable of playing it.” Even the viewing of the testimony through the rose-
colored glasses of the advocate can hardly justify counsels’ statement that this
was a refusal to perform a part of the contract.

The claim that respondent failed or refused to perform her parts as requested
is based upon many incidents set forth in detail in the record. They relate to
occasions when the respondent, instead of unquestioningly performing as di-
rected by the director in charge, called attention to inconsistencies, inaccuracies,
possible improvements, or lack of artistic quality in the performance called for
as they appeared to her. In some instances this resulted in the suggested change
being made by the director without argument; in other cases the change was
made after some argument between them. In most instances where the director
did not make the suggested change it appears that respondent took the question
up with the president of the appellant corporation, and in a substantial number
of instances he agreed with her and the changes were made. In other instances
he did not agree. This presents the question, Was respondent compelled by the
contract to go through her scenes as a mere puppet responding to the director’s
pull of the strings, regardless of whether or not he pulled the right or the wrong
string, or was she called upon by the language and spirit of the contract to give
an artistic interpretation of her scenes, using her intelligence, experience, artistry,
and personality to the ultimate end of securing a production of dramatic merit?
We believe that the latter is the correct interpretation. Suggestions and even
objections as to the manner of enacting the various scenes, when made in good
faith, were in the interest of the employer; in fact, it appears from the testimony
that they were welcomed and encouraged in many instances, and, prior to com-
mencing work, the president of appellant informed respondent that he did not
want mannikins to work for him, that he wanted thinking people, and that, if she
would explain to him why she wanted to do a thing in a particular way, he would
appreciate it. By the very wording of the contract “it is agreed that the services
of the artist herein provided for are of a special, unique, unusual, extraordinary
and intellectual character.” Even without the evidence contradicting that of ap-
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pellant, the trial court was more than justified in finding that it was not true that
respondent had refused or failed to perform her part of the contract.

Some of the incidents, stressed by appellant as instances of a failure of respon-
dent to perform her contract, turn out, when reference is had to the transcript, to
be dependent upon the opinion of the director as to whether respondent per-
formed to the best of her ability; others were dependent upon the feeling of the
particular director as to whether he was or was not satisfied. The declarations of
several of the directors as to their dissatisfaction with the work of respondent is
rather inconsistent with the testimony elsewhere of one of them that the picture
“White Gold,” in which respondent performed under his direction, was “the best
picture I ever will make,” and the testimony of the director of her last picture,
that he considered it one of his best American pictures. When considering the
testimony of the directors who expressed dissatisfaction with the performance of
her parts by respondent, one may well wonder who was temperamental and out
of step when we note in connection therewith that in the picture in which Cecil
De Mille directed Miss Goudal there was no trouble whatever. There is, further-
more, a conflict in the evidence as to whether the performance given by respon-
dent was to the best of her ability and of an artistic character. In this conflict the
trial court was fully sustained in its findings against appellant.

The remaining ground urged as justifying her discharge is that respondent on
certain occasions was late in arriving on the sets at the time designated by her
employer. The instances cited were explained by the testimony for respondent
as being due, not to any neglect or intentional absence, but to duties relating to
costumes which had been voluntarily assumed by respondent with the approval
of appellant, though not required by the contract, delays in appearing on the set
due to the necessary consumption of time in the donning of a special wig, and,
in the last picture, the only one made after the exercise of the last option by
appellant to re-employ respondent for another year, delays due to the large num-
ber of costumes used, in one instance, a failure of her maid who forgot an article
of clothing, and the delay of appellant in delivering to respondent the script,
which determined the costumes required. It should also be noted that as to this
last picture the director in charge, when respondent expressed regret at being
late, stated to her that he understood, and that never before had he had as little
trouble as he had with her. The case of May v. New York Motion Picture Cor-
poration, 45 Cal. App. 896, 187 P. 785, so strongly relied upon by appellant, is
easily distinguishable from the case at bar. The fact that the maximum salary
under the contract of the plaintiff there was $125 per week as compared to the
maximum salary of respondent of $5,000 per week sufficiently discloses the com-
parative skill of the respective artists. In that case also the plaintiff repeatedly
was from one and a half to two hours late in arriving at the place of employment,
on at least one occasion failed to appear after she had been notified by telephone,
and on the three days preceding her discharge failed to appear for work at all,
her reason for not appearing on those days being that her contract did not require
her presence, a reason not sustained by the court’s interpretation of the contract.
The May Case involved the willful disobedience of a reasonable order incident
to the employment justifying the plaintiff’s discharge. There is in the case at bar
no willful tardiness nor invalid excuse for absences, the instances of tardiness
here being covered by the general description that those delays were occasioned
by the requirements of the scenes to be enacted on those particular days, delays
while respondent was actually engaged in performing her employer’s business.
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It may also be noted that the references to alleged breaches of the contract
consist largely of incidents prior to May, 1927, when appellant, for the second
time, had exercised its option to continue and extend the contract for another
year, and by which time respondent had completed seven of the eight pictures
in which she performed for appellant. It is rather difficult to reconcile as sincere
the appellant’s criticism and faultfinding as to respondent’s services in the pic-
tures made during the two years prior to May, 1927, with the fact that in that
month appellant voluntarily availed itself of its option to secure the talents and
services of respondent for another year. Particularly is this significant when we
consider that the salary under the latter option would amount to $39,000 more
than respondent’s salary for the preceding year. This circumstance alone would
fully justify the trial court in considering as of little or no weight the testimony
as to alleged breaches of contract prior to May, 1927. The exercise of the option
not only evinced a desire on the part of appellant to retain respondent’s services,
but expressed an approval of the manner in which she had performed her services
in the past, and was an indication that a continuation of the former services was
desired. Having thus placed the stamp of approval upon respondent’s conduct
and services as rendered prior to May, 1927, it is not reasonable that a contin-
uance of such services and conduct was unsatisfactory, and, from appellant’s
viewpoint, constituted a breach of the contract warranting respondent’s dis-
charge. Furthermore, the exercise of the option may be considered as a decla-
ration by act that the past conduct of the artist was not such conduct as was
intended by the contracting parties as a justification for the termination of the
contractual relations. This would be particularly true where, as here, the duties
of the performing party are described in the contract by such general phraseology
as that the artist shall render the services “conscientiously” and “artistically.” Tt
might well be said that an artist who performed her part as directed without
remonstrance or suggestion, in spite of the fact that the action was inartistic,
crude, and illogical, would not be rendering services either conscientious or ar-
tistic in character, while the artist who made an effort to secure a change in the
action to produce an artistic result would be complying with the letter and spirit
of the contract. These matters and the intent and good faith of the respondent
were matters of fact to be passed upon by the trial court, and, since their decision
adversely to appellant is sustained by the evidence, the findings of the trial court
are not subject to review here.

To constitute a refusal or failure to perform the conditions of a contract of
employment such as we have here, there must be, on the part of the actress, a
willful act or willful misconduct (May v. New York Motion Picture Corp., 45 Cal.
App. 396, 187 P. 785; Ehlers v. Langley & Michaels Co., 72 Cal. App. 214, 221,
237 P. 55), a condition which is absent when the actress uses her best efforts to
give an artistic performance and to serve the interests of her employer. The trial
court was fully warranted by the evidence in finding that respondent neither
failed nor refused to perform the services required of her under the contract.

Even in the most menial forms of employment there will exist circumstances
justifying the servant in questioning the order of the master. Would the discharge
of a ditch digger be justified if, instead of immediately driving his pick into the
ground at the point indicated, he in good faith suggested to the employer that
the pipes they were to uncover lay on the other side of the highway? And when
the employment is of the services of “a special, unique, unusual, extraordinary
and intellectual character,” as is agreed by the contract here under consideration,
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to be rendered “conscientiously, artistically and to the utmost of her ability,”
sincere efforts of the artist to secure an artistic interpretation of play, even though
they may involve the suggestion of changes and the presentation of argument in
favor of such changes, even though insistently presented, do not amount to willful
disobedience or failure to perform services under the contract, but rather a com-
pliance with the contract which basically calls for services in the best interests
of the employer. What may in the case of the extra girl be rank insubordination
because of a refusal to do exactly what she is ordered to do by a director may
be even praiseworthy co-operation in the interests of the employer when the
refusal is that of an artist of the exceptional ability expressly stipulated in the
contract here before us.

Appellant’s final point is that respondent is precluded from recovery because,
after her discharge, she failed to seek other employment. The testimony of re-
spondent is that, after her discharge, she held herself in readiness to perform
her part of the contract, and did not try to secure employment elsewhere. We
are referred to no evidence, and appellant’s brief concedes that there is none,
that respondent could, with reasonable diligence, have secured other suitable
employment during the remaining period of the agreement other than, as found
by the trial court, that, after the Ist day of January, following her discharge, it
should have become evident to her that appellant would not accept her services
and that the circumstances showed that she did not diligently seek other em-
ployment which she could have obtained. Under this finding the trial court lim-
ited the recovery to the period ending January 1, 1928, and, pursuant to a
stipulation, deducted therefrom the sum of $3,000 received by respondent from
other employment.

“The measure of recovery by a wrongfully discharged employee is generally
and primarily . . . the agreed wage for the unexpired part of the term; and the
burden is upon the employer to rebut this presumption by proof that the damages
sustained were actually less.” Gregg v. McDonald, 73 Cal. App. 748, 757, 239 P.
373, 376. “The measure of damages in such cases is the amount of the salary
agreed upon for the entire period of service, less the amount which the servant
has earned or with reasonable effort might have earned from other employment.”
Boardman Co. v. Petch, 186 Cal. 470, 484, 199 P. 1047, 1051; Seymour v. Oel-
richs, 156 Cal. 782, 801, 106 P. 88, 97, 134 Am. St. Rep. 154. The case last cited
calls attention to the fact that, where the action is brought before the expiration
of the period of employment provided by the contract, the action is not to recover
wages due, but for damages for breach of contract, and that: “The measure of
damages is, therefore, prima facie, the contract price.” The burden was on the
defendant to show, not only that respondent remained unemployed, but also that
she could by diligence have secured suitable employment elsewhere. Rosenber-
ger v. Pacific Coast Ry. Co., 111 Cal. 313, 318, 43 P. 963. Conceding that the
proof would warrant the inference that respondent did not seek other employ-
ment, such proof would not establish that respondent could have secured other
employment. Appellant failed to sustain the burden placed upon it by the law,
and there is no proof which would warrant a reduction in the amount of damages
awarded by the judgment. . . .

The judgment is affirmed.

NOTES

1. The company in the Goudal case could have minimized its contractual liability by
including in the employment agreement a so-called pay or play clause, which would have
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given the company the right to discharge her by paying some liquidated sum. An example
of such a clause may be seen in Parker v. Twentieth Century-Fox Film Corporation (Section
5.3.1).

2. See Mason v. Lyl Productions, 69 Cal.2d 79, 443 P.2d (1968) (producer not entitled
to discharge actress from television series for failure to comply with unreasonable order).

3. See also Loew’s Inc. v. Cole, 185 F.2d 641 (9th Cir. 1950), cert. denied, 340 U.S.
954 (1951), in which the court held that while MGM had the right to fire writer Lester
Cole, one of the defiant “Hollywood Ten” who refused to cooperate with the House Un-
American Activities Committee investigation into alleged Communist influences in the
film industry, MGM did not have the right to suspend the term of Coles” agreement at
the same time.

Section 2925. Employment for specified term; grounds for termination by employee.
An employment for a specific term may be terminated by the employee at any time
in case of any willful or permanent breach of the obligations of his employer to him
as an employee.

Warner Brothers Pictures, Inc. v. Bumgarner, 17 Cal.Rptr. 171
(Cal.App.Ct. 1961)

FOURT, JUSTICE

This is an action by Warner Bros. Pictures, Inc., hereinafter referred to as “War-
ner,” for a declaration determining the status of a contract between Warner, as
the employer, and James Bumgarner, also known as James Garner, hereinafter
referred to as “Garner,” as the employee. Garner cross-complained for damages
for breach of the contract. The judgment declared the contract terminated as of
March 10, 1960, and allowed Garner as damages the sum of $1,750.00. Both
parties have appealed. Warner appeals “. . . from the judgment . . . and from the
whole thereof.” Garner appeals “. .. from that part of the judgment. .. to wit,
Subdivision 3 providing that plaintiff and cross-defendant pay to defendant the
sum of $1,750.00, with interest thereon at the rate of 7% per annum from March
10, 1960 up to the date of the judgment. Defendant and cross-complainant does
not appeal from the rest of the judgment as set forth in Subdivisions 1, 2 and 4
thereof.”

A résumé of some of the facts is as follows:

Warner is a producer of motion pictures of different types for showing in
theatres or on television. Garner is an actor who had been employed by Warner
since 1955 under successive contracts, the latest of which, and the one with
which we are here concerned, was made February 27, 1959, hereinafter referred
to as “Garner Contract.” The Garner Contract, among other things, contained a
so-called force majeure clause.

Effective mid-January, 1960, the Writers Guild of America, West, Inc. declared
a strike against Warner and many other producers. The writers™ guild is an or-
ganization or union composed of the writers of scripts or screen plays for both
theatrical and television motion pictures. The strike continued from January until
June 20, 1960.

The present controversy arose when Warner, on March 2, 1960, regarded the
situation as of that time as a casualty within the force majeure clause and notified
Garner that as of March 3, 1960, his compensation would be discontinued by
reason thereof.

The chronology of significant dates is as follows:
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January 16, 1960—Television and feature writers struck against many feature and tele-
vision producers, including Warner.

March 2, 1960—Warner elected to suspend payment of compensation to Garner alleging
existence of a “casualty period” under the employment contract.

March 8, 1960—Garner objected to suspension claiming that no casualty period existed
and demanded payment of salary.

March 9, 1960—Warner refused to pay salary after Garner’s demand.

March 10, 1960—Garner informed Warner that Warner was in breach of contract and
that he elected to treat employment contract as terminated.

June 20, 1960—Writers’ guild strike ended.

When the writers’ strike commenced Warner was producing ten television
programs or series. A series consisted of successive episodes involving the same
main characters and exhibited on television at weekly or other regular intervals.
One of such series was known as “Maverick,” with Garner as one of the main
characters therein.

Each television episode was a motion picture filmed from a script. A script is
in the form of a play with dialogue, and of the correct length to make the required
episode. Scripts are written from stories, the latter being basic literary material.
A script is the working tool. Scripts are the product of screen writers, and prac-
tically all of such script writers are members of the screen writers” guild. Stories
are furnished to such writers by the producing company and form the basis of
the required script. . . .

The preparation of motion pictures by plaintiff was not prevented, materially
hampered or interrupted by reason of the writers’ strike; the production of mo-
tion pictures by plaintiff was not prevented, materially hampered or interrupted
by reason of the writers’ strike; and the completion of motion pictures by plaintiff
was not prevented, materially hampered or interrupted by reason of the writers’
strike.

A large amount of statistical data was introduced to show the effect of the
writers” strike on the preparation, production, and completion of theatrical and
television motion pictures. The evidence shows and Warner concedes that “. ..
there was at all times during the strike, both before and after March 3rd, some
activity at the Studio, and some preparation, production or completion of motion
pictures were at all times going on in some way and to some extent and with
respect to some pictures or series.” The evidence supports the finding. . . .

As already pointed out, the provisions of paragraph 15 of the contract are in
the disjunctive and contain several alternatives. The first alternative relating to
Warner’s general activity has heretofore been discussed. Another alternative con-
tained in paragraph 15 is that . ..if the production of any motion picture or
other production to which Artist is assigned hereunder shall be suspended, in-
terrupted or postponed by any such cause, . . . (the continuance of any such event
being hereinafter designated as the ‘“casualty period’), then, during the continu-
ance of such casualty period, Producer shall not be obligated to make any weekly
payments to Artist....”

The trial judge in his “Memorandum Decision” made it clear that he construed
the above alternative provision of paragraph 15 as not being applicable to Mav-
erick (i.e. any Warner’s production). The memorandum provides in pertinent part
as follows:
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The court will find that the provision “or if the production to which Artist is assigned
hereunder shall be suspended, interrupted or postponed by any such cause” means
the lending or assignment of the services of Artist pursuant to Paragraph 13 to a
producer other than Warner Bros. and does not mean “assignment” of the Artist to
one of Warner Bros. productions.

Initially it must be noted that there was no finding made concerning whether
Garner was “assigned” to a production by Warner. The court did find (Finding
XV) that “The production by plaintiff of the ‘Maverick™ series was not suspended,
interrupted or postponed by reason of the writer’s [sic] strike.” (Emphasis
added.) . ..

An examination of the record discloses that there is substantial evidence to
support the trial court’s determination (Finding XV) that “The production by
plaintiff of the “Maverick™ series was not suspended, interrupted or postponed by
reason of the writer’s [sic] strike.”

As of March 2, 1960, Warner had completed production on the Maverick series
for 1959-1960 and had filmed one “extra” episode which was not scheduled to
be telecast until September 25, 1960. In the past, Warner had not started pro-
duction until May or June or later, with respect to the next air date season, and
producer Trapnell testified that when he took over as Maverick producer on June
15, 1959, there was not a single completed script for the 1959-1960 season, yet
Warner met its September 12 air date. Warner's executives knew that production
on the Maverick series for the 1960—-1961 season would ordinarily not begin until
May, at the earliest, and that May production would, as the trial court found
(Finding XVII), allow the maximum time necessary to meet the 1960-1961 air
date commitments. The facts must be related to the manner by which Warner
conducted its business.

On March 3, 1960, Warner had approximately 14 “Hermanos” [“Hermanos” is
“brothers” in Spanish—Eds.] writers available in its television department; at
least one of the 14 had done work on a Maverick script previously. Warner had
at least two stories suitable for development into Maverick scripts and, judging
by both past and subsequent events, it could write a Maverick script in 15 days,
or possibly rewrite an old script in as little as five days. Furthermore, the head
of the television department indicated on direct examination that Warner *
may have had other [Maverick and Cheyenne] scripts in at this point but I don’t
think so.”

We believe that the evidence, taken as a whole, shows that Warner was able
to obtain scripts when Warner wanted them and that production of Maverick
was not suspended, interrupted or postponed by reason of the writers’ strike. . . .

At the conclusion of the arguments by counsel, the Reporter’s Transcript dis-
closes that the trial judge made the following statement:

The Court: Well, I am satisfied from the evidence that Warner Bros. did not have
justification for laying Mr. Garner off on March 2nd. I think that is indicated by
the testimony even of the plaintiff’'s witnesses and particularly Mr. Warner.

The trial judge in his “Memorandum Decision” stated in pertinent part as
follows:
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The court will find that plaintiff was not justified in stopping the payment of de-
fendant’s salary, under the provisions of paragraph 15 of the contract, for the reason
that the preponderance of the evidence does not establish that a “casualty period”
in fact existed; and for the further reason that the refusal to pay Garner’s salary was
in bad faith as evidenced, in part, by the manner in which the Bob Hope Show
transaction [In which Garner was “loaned out” to the Bob Hope Show as a guest
star—Eds.] was handled. Plaintiff’s act in refusing to pay defendant’s salary justified
Garner in treating the refusal as a total breach of the contract.

When the dispute arose as to the rights of Warner Bros. to suspend Garner’s
salary, it could have protected itself by paying the salary and recouping the amount
paid—if the suspension was justified—under the provisions of the second paragraph
of numbered paragraph 17 of the contract.

A reasonable inference can be drawn from all of the evidence that Warner
knew that it would not be in any trouble with respect to Maverick unless it could
not start preparing another episode by May 1, 1960 (at the very earliest, since
one 1960-1961 episode was already completed). Warner did in fact start prepa-
ration on two episodes in late April and by June 15 (at least three months prior
to the first air date and still before the end of the writers™ strike) had completed
“preparation” and “production” on four “Maverick” episodes, was filming a fifth,
and had four scripts in preparation.

Finally, Warner asserts as its last contention that “If Warner erroneously in-
terpreted the contract, its action did not constitute a serious and total breach
justifying a termination by Garner.”

Warner’s contention cannot be sustained. When Warner informed Garner that
it elected not to pay Garner the stipulated weekly salary, Warner’s act constituted
a refusal, without cause, to pay an employee his compensation. The employee’s
right to terminate the contract where there has been a wrongful refusal to pay
compensation is established by both the statutory and case law of this jurisdiction.

Labor Code section 2925 provides that “An employment for a specified term
may be terminated by the employee at any time in case of any wilful or per-
manent breach of the obligations of his employer to him as an employee.” (Em-
phasis added.) As set forth above, the trial judge in his “Memorandum Decision”
stated that the “breach in this case was wilful.”

In May v. New York Motion Picture Corp., 45 Cal.App. 396, the court defined
“wilful” in connection with what is now Labor Code section 2924, and stated at
page 404 in part as follows, 187 P. 785, at page 788.

In civil cases, the word “willful,” as ordinarily used in courts of law, does not
necessarily imply anything blamable, or any malice or wrong toward the other party,
or perverseness or moral delinquency, but merely that the thing done or omitted
to be done was done or omitted intentionally. It amounts to nothing more than this:
That the person knows what he is doing, intends to do what he is doing, and is a
free agent. Benkert v. Benkert, 32 Cal. [467] 470; Towle v. Matheus, 130 Cal. [574]
577, 62 Pac. 1064; 40 Cyc. 944. . ..

Having disposed of Warner’s contentions raised on its appeal from the judg-
ment, we now turn to Garner's contentions on his limited appeal from the judg-
ment. . ..

Garner, on April 26, 1960, filed an “Amended Cross-Complaint (Damages for
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breach of contract; Injunction).” As set forth above Garner was awarded the sum
of $1,750 plus interest, and Garner’s appeal is from that award.

The basis for the trial court’s determination that Garner was entitled to judg-
ment in the sum of $1,750 is succinctly set forth in his “Memorandum Decision”
as follows:

This brings us to the question of Garner’s right to recover damages.

It must be remembered that Garner was not discharged. (Emphasis added.)

As was said in Percival v. National Drama Corp., 181 Cal. 631, p. 638 [185 P. 972]:
“The evidence does not show that the defendant refused to permit the plaintiff to
render any services. The most that can be said of it is that defendant did not require
any services of plaintiff. This fact, unless accompanied by some affirmative act in-
dicating a discharge, is not sufficient proof thereof.”

When Warner Bros. notified Garner his salary would be suspended he (under-
lining shown) treated it as a breach of the contract. Warner Bros. was still anxious
for him to render services under the contract.

The law is that if an employee is discharged his remedy is an action for damages.
Where he has not been discharged but merely has been prevented by the employer
from working, he need not treat the contract as broken but may sue on the contract
and recover the agreed compensation. But in order to recover the agreed compen-
sation he must be ready, able and willing to perform.

In this case, after declaring a breach of the contract, Garner refused to recognize
it and refused to render services to or for Warner Bros.

Therefore, while Garner had the right to terminate the contract, he does not have
the right to recover damages. The right he had was the option to quit his employ-
ment and sue for the salary then due, or of continuing in the employ of Warner
Bros., and sue for his salary as it accrued. . . .

Garner terminated the contract about one week after the commencement of the
term, and he is entitled to be paid for that period. (Emphasis added.)

In accordance with the foregoing the court will find and conclude: that the con-
ditions that would have warranted Warner Bros. to suspend Garner’s salary did not
exist; that Garner was justified in terminating the contract; that Garner does not
have the right to recover damages for breach of contract because he terminated the
contract and was unwilling to perform further; that Garner has the right to recover
one week’s salary, i.e., $1,750.00, and his costs of suit. . . .

In the light of the evidence, the findings of fact based thereon and the con-
clusions of law which flow from the findings, it is clear that the trial court cor-
rectly determined the amount of damages to which Garner was entitled, unless
this court holds as a matter of law that Warner’s suspension of Garner’s salary
payments constituted a “wrongful discharge.”

It is stated in Percival v. National Drama Corp., 181 Cal. 631, 637-638, 185
P. 972, 974

A discharge cannot be effected by a secret, undisclosed intention on the part of the
master. It must be done by some word or act communicated to the servant. “No
set form of words is necessary; but any words or acts which show a clear intention
on the part of the master to dispense with the servant’s services, and which are
equivalent to a declaration to the servant that his services will be no longer ac-
cepted, are sufficient.” (26 Cyc. 987.) . .. [Tlhe authorities declare that mere failure
of the master to pay wages to the servant does not amount to a discharge. (Citations.)
Such failure or refusal to pay merely gives the servant the option of quitting his
employment and the right to sue for the salary then due and unpaid, or of continuing



100 + LAW AND BUSINESS OF THE ENTERTAINMENT INDUSTRIES

in the service, with the corresponding right to require and enforce payment of the
salary as it accrues. (Emphasis added.)

Even when the refusal to pay is accompanied by a refusal to permit the servant
to perform the duties it has been held that no discharge was shown. . . .

The Percival case has been cited in later cases as authority to the effect that:
(1) nonpayment of compensation in itself is not a discharge. . . . (2) no set words
or language are necessary to constitute a discharge provided the circumstances
show a disclosure of an unequivocal intention on the part of the employer to
dispense completely with the services of the employee. .. .and (3) one of the
factors entering into determining such intent would be whether the employer
has gone out of business. . . .

We are not prepared to hold as a matter of law that the suspension by Warner
constituted a discharge. Without belaboring the point we believe that the trial
court, upon the evidence presented, was correct in its determination.

For the reasons stated, the judgment, and the whole thereof, is affirmed.

NOTES

1. For an excellent commentary on the ramifications of the Bumgarner decision, see
Frackman, “Failure to Pay Wages and Termination of Entertainment Contracts in Cali-
fornia,” 52 S. Cal. L. Rev. 333.

2. Because Garner did not seek employment elsewhere during the duration of the
litigation, injunctive relief was not sought, and it remains unresolved whether an employer
may obtain an injunction against an employee who is seeking to terminate the employment
agreement under Section 2925.

3. It also remains unresolved whether an employee’s rights under Section 2925 would
be subject to a contractual “right to cure” as, arguably, such a provision could be deemed
an unenforceable waiver of a public policy Labor Code provision.

4. An employer faced with the facts of Warner Bros. v. Bumgarner might be best served
to pay the wages of the employee “under protest.”

5. The following provisions for the title “Force Majeure: Defaults and Remedies” ap-
pear in a recent record company/music production agreement:

(a) If Company’s performance hereunder is delayed or becomes impossible or commercially
impracticable by reason of any force majeure event, including, without limitation, any act of
God, fire, earthquake, strike, civil commotion, acts of government or any order, regulation,
ruling or action of any labor union or association of artists affecting Company and/or the
phonograph record industry, Company, upon notice to Producer, may suspend its obligations
hereunder for the duration of such delay, impossibility or impracticability, as the case may
be. In the event any force majeure suspension exceeds six (6) consecutive months, Producer
may terminate the term of this agreement upon ten (10) days written notice to Company;
provided, that any such termination by Producer shall be effective only if the force majeure
event does not affect a substantial portion of the United States recording industry, in no way
involves Producer’s or Artist’s acts or omissions, and Company fails to terminate the suspen-
sion within ten (10) days after its receipt of Producer’s notice. Company shall not withhold
payment of royalties during any such suspension unless the force majeure event materially
impairs Company’s ability to calculate and/or pay royalties.

(b) Each of the following shall constitute an event of default hereunder:

(i) Artist's voice and/or playing ability becomes impaired as determined by a physician
reasonably designated by Company and Producer (provided that Producer shall not thwart
Company’s rights under this paragraph 11(b) by failing to designate a physician) or Artist
ceases to seriously pursue Artist’s career as an entertainer or Producer attempts to assign this
agreement except as permitted hereunder or Producer and/or Artist fails, refuses or neglects
to fulfill any of their respective material obligations hereunder.

(ii) In the event Producer or Artist commences a voluntary case under any applicable bank-
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ruptey, insolvency or other similar law now or hereafter in effect or consents to the entering
of an order for relief in any involuntary case under such law or consents to the appointment
of or taking possession by a receiver, liquidator, assignee, trustee or sequestrator (or similar
appointees) of Producer or Artist or any substantial part of Producer’s or Artist’s property or
Producer or Artist makes any assignment for the benefit of creditors or takes any act (whether
corporate or otherwise) in furtherance of any of the foregoing.

(iii) If a court having jurisdiction over the affairs or property of Producer or Artist enters a
decree or order for relief in respect of Producer or Artist or any of Producer’s or Artist's
property in an involuntary case under any applicable bankruptcy, insolvency or other similar
law now or hereafter in effect or appoints a receiver, liquidator, assignee, custodian, trustee
or sequestrator (or similar appointee) or Producer or Artist or for any substantial part of
Producer’s or Artist’s property or orders the winding up or liquidation of Producer’s or Artist’s
affairs and such decree or order remains unstayed and in effect for a period of fifteen (15)
consecutive days.

(c) On the occurrence of any event of default, Company, in addition to its other rights or
remedies, may, by notice to Producer, elect to (i) suspend its obligations to Producer
hereunder for the duration of such event (except that Company shall not suspend its obligation
to pay royalties earned hereunder if Producer’s failure to perform Producer’s obligations is
caused by reasons beyond the reasonable control of Producer), (ii) terminate the term of this
agreement by written notice to Producer given at any time (whether or not during a period
of suspension based on such event or based upon any other event), and thereby be relieved
of all liability other than any obligations hereunder to pay royalties in respect of Masters
delivered prior to termination and/or (iii) require Artist to render Artist’s exclusive recording
services (and Artist’s services as an individual Producer to the extent required hereunder)
directly to Company in accordance with Artist’s inducement letter.

(d) Producer acknowledges that its performance and the services of Artist hereunder, and the
rights granted Company herein, are of a special, unique, extraordinary and intellectual char-
acter which gives them peculiar value, the loss of which cannot be reasonably or adequately
compensated in damages in an action at law, that a breach by Producer or Artist hereunder
from, or to render performances due to Producer hereunder for, any party or person other
than Producer, including, without limitation, any successor in interest to Producer. Company
shall be entitled to seek injunctive and/or other equitable relief to prevent a breach of this
agreement by Producer and/or Artist, which relief shall be in addition to any other rights or
remedies which Company may have, whether for damages or otherwise.

2.4 CONTRACT FORMALITY: AVAILABILITY OF INJUNCTIVE
RELIEF

As stated in the reply memorandum of Warner Bros. Pictures in the preliminary
injunction phase of the Guber/Peters litigation arising out of Sony’s acquisition
of Columbia Pictures, “[D]reams and expectations do not constitute an agree-
ment.” The entertainment industries exist on ideas turned into deals. When an
idea is “hot,” immediate action is desired. Parties rush to agree, and, in the
process, desire at times outraces common sense. The “deal,” as it turns out, is
strictly verbal, or there are scattered memos but no single, final, formal written
agreement. The question then becomes, did the parties actually reach agreement?
Is there really a contract, with the final writing only a memorial of the deal
already concluded? Is there a sufficient writing to satisfy the applicable statute
of frauds? If the production proceeds as envisioned, these questions are moot.
There is no problem because the idea becomes a deal that produces a success,
and everyone is happy.

But at other times, dreams die early, when the great concept does not live up
to expectations, management changes, or better opportunities are seen elsewhere.
In those circumstances, the deal sours, the parties go to war, and inevitably the
questions involving contract formality become pressing inquiries. The following
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three cases illustrate these problems when one party to a transaction must argue
that a contract exists without the benefit of a signed written agreement.

2.4.1 The New York Experience

Metro-Goldwyn-Mayer, Inc. v. Scheider, 43 A.D.2d 922, 352 N.Y.S.2d
205 (App. Div. 1st Dept. 1974), aff'd, 40 N.Y.2d 1069, 360 N.E.2d 930,
392 N.Y.S.2d 252 (1976)

... In September, 1971, plaintiff, a producer of films, and ABC, a television
broadcaster, made an agreement, pursuant to which plaintiff was, at ABC’s option
to be exercised after receipt of a script, to make a pilot film to be the precursor,
if ABC exercised a second option to that effect, of a television series to be broad-
cast by ABC either in the fall of 1972 or the next mid-season. By trade custom,
if ABC opted for the series for fall (September) commencement of broadcast of
the series, filming would be required to start no later than June; if for mid-season
(January) commencement, then filming would start in November. Plaintiff then
entered into an oral agreement, the basic terms of which were arrived at on or
about September 30, 1971, with defendant, an actor, to play the lead in both the
pilot, should ABC opt to have it made, and in the making of the series, and
possible yearly series for five years, should ABC decide to proceed. As requested
by defendant to relieve him of unnecessary commitments, it was further agreed
that, if ABC decided not to proceed and so advised plaintiff, plaintiff’s option to
command defendant’s services would cease. Agreed sums were to be paid de-
fendant, depending on the extent of the work.

In February, 1972, the pilot having been made, and accepted, ABC decided
to proceed. Defendant was notified by plaintiff to report no later than June 5,
1972, to start filming in time for commencement of broadcast by September 15.
Defendant refused. Plaintiff promptly instituted this action to enjoin defendant
from working for others, and for damage for the breach. Defendant interposed a
defense of Statute of Frauds, claiming the contract not to be performable within
a year (section 5-701[1], General Obligations Law). Trial Term sustained the
defense. We hold the agreement by its terms to have been performable within
a year. ABC controlled the cutoff date and could have terminated the agreement
at any option stage. Nor is it unusual for a third party to govern the possibility
of performability of a contract. . . . In any event, as the dates turned out, as chosen
by ABC and ordered by plaintiff, performance for this series would have been
complete before the first broadcast date, less than a year from the first agreement.
And ABC retained an option to stop then or to go on from year to year thereafter.
Thus, the contract was terminable at any time within a year whenever ABC
chose. . .. The Statute of Frauds is not applicable and cannot serve to defeat
plaintiff’s claim.

NOTES

1. Several additional factors not evident from this decision are relevant. At the time
of the initial negotiations between MGM and Scheider, Scheider was a relatively unknown
actor who had had a minor part in the movie Klute and a supporting role in the film The
French Connection, which was at that point in time unreleased. After filming the pilot to
the TV series for MGM (entitled “Munich Project”) in November of 1971, Scheider met
with William Friedkin, the director who was about to shoot the film The Exorcist, and it
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may very well have been possible that Scheider wanted to star in that film at the time he
refused to start filming the TV series. Also, given the release and critical acclaim received
by The French Connection, it is safe to say that Scheider’s stock (and salary) had gone up
considerably since the initial negotiations.

The oral agreement reached between MGM and Scheider provided that Scheider would
receive $20,000 for the pilot and, for any subsequent series, $5000 per episode in the first
year, with escalations in subsequent years. The damages awarded to MGM for breach of
contract were based upon the difference between the amount MGM would have paid to
Scheider under the contract for the series and the $183,488 paid to the replacement actor,
Robert Conrad, for the eight produced episodes of the program. The difference of
$120,888 with interest, was awarded to MGM.

2. This is a New York decision. Had the case been determined under California law,
the result, as to injunctive relief, would clearly have been different under California Civil
Code § 3423 (see Section 2.4.2.)

3. The preceding MGM case can be contrasted with Sawyer v. Sickinger, 366 N.Y.S.2d
435 (1975), 47 A.D.2d 291 (1975), in which the plaintiff sued for injunctive relief to compel
the defendant to specifically perform an oral agreement which allegedly granted to the
plaintiff the exclusive option to acquire the defendant’s motion picture and the related
motion picture rights in a novel and to pay 1.5 percent of the producer’s share of net
profits from that motion picture. Such an agreement would seem to be incapable of per-
formance within one year, and thus unenforceable under the statute of frauds. In the
Sawyer case, correspondence of the attorney for the plaintiff distinguished ongoing ne-
gotiations with a view toward a possible contractual relationship from the actual existence
of a bona fide contract. The court, referring to New York law, found that the alleged
obligation to pay a percentage of profits was continuing, was not subject to termination
by either party, and, accordingly, could not be performed within one year.

4. If it is established that the parties did not intend their agreement to be binding
until in writing and signed, there is no enforceable oral agreement. See Scheck v. Francis,
26 N.Y.2d 466, 311 N.Y.S.2d 841 (1975).

5. However, a course of conduct may create a contractual obligation, even where a
formal written contract is contemplated, especially if the party desiring to enforce the
contract has taken action in reliance on the agreement with knowledge of the other party.

6. Under certain circumstances, a court may determine that a basic agreement has
been entered with the understanding of the parties that certain terms will be agreed upon
at a later time. A court, faced with such an agreement, may enforce the contract and
require the parties to reasonably negotiate those additional terms. Contrast the ruling in
Scheider with that in American Broadcasting Company, Inc. v. Wolf (see Section 6.3).

7. Agreements that transfer ownership of copyright or grant an exclusive license in a
copyright—which would include virtually all book publishing, music publishing, record,
and motion picture and television acquisition agreements—must be in writing to be en-
forceable under copyright law. The Copyright Act of 1976, 17 U.S.C. § 204 (a) provides:
“A transfer of copyright ownership, other than by operation of law, is not valid unless an
instrument of conveyance, or a note or memorandum of the transfer, is in writing and
signed by the owner of the rights conveyed or such owner’s duly authorized agent.” The
Act defines a “transfer of copyright ownership” as: “an assignment, mortgage, exclusive
license, or any other conveyance, alienation, or hypothecation of a copyright or any of the
exclusive rights comprised in a copyright, whether or not it is limited in time or place of
effect, but not including a nonexclusive license” (17 U.S.C. § 101.)

8. Singer-songwriter John Mellencamp filed an action against his music publisher
seeking the return of copyrights to his songs. In one of the causes of action, Mellencamp
argued there existed an oral agreement which provided that copyrights to his songs would
be conveyed back to him. As evidenced in the decision of Mellencamp v. Riva Music, Ltd.
(see Section 5.2.1), the statute of frauds barred Mellencamp’s argument.

9. See, also, Jillcy Film Enterprises, Inc. v. Home Box Office, 593 F. Supp. 515
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(S.D.N.Y. 1984) in which Plaintiff, Jillcy Film Enterprises, Inc., a Canadian corporation
that was formed for the purpose of producing a film documentary of the making of “The
Terry Fox Story” sued HBO for breach of an oral agreement (which was found to be
within the statute of frauds and, therefore unenforceable) and breach of a letter agreement
between Jillcy and HBO the relevant terms of which were:

(a) HBO gave Jilley the right to film a documentary of the filming of “The Terry Fox Story.”

(b) Within six weeks after the commencement of the film, Jillcy was to submit some rough
footage of the documentary that had been filmed up to that point.

(c) For a period of up to 90 days after the delivery of that rough footage, the parties agreed
to “negotiate exclusively and in good faith with respect to the terms and provisions relating
to the distribution, exhibition or other exploitation of the documentary.”

(d) Finally, the parties agreed that “in the event that you and we do not reach agreement,”
Jilley would not use the documentary in the United States for the duration of the copyright
in the documentary.

Citing the Candid decision (see Section 2.3.1), the Court concluded “[blecause no def-
inite, objective criteria or standards against which HBO’s conduct can be measured were
provided in the July 21, 1982 letter agreement, the provision is unenforceable on the
grounds of uncertainty and vagueness and should be dismissed.”

10. See also Rock Tours, Ltd. v. Kiss (a partnership) and Kiss Organization, Ltd., 84
Civ. 0011-CLB (U.S. Dist. S.D.N.Y. 1985)

11. Entertainment transactions often move so quickly that the deal, as it evolves on car
phones and fax machines, is weeks or months ahead of the fully executed contracts that
memorialize the agreement. Problems occur when the contracts do not reflect the under-
standing of the parties, due either to verbal modification of the agreement or ambiguities
in the agreement itself. In these circumstances the parol evidence rule, an old and settled
principle of law that generally provides that a party may not offer proof of a prior or
contemporaneous negotiation or oral statement to contradict the clear meaning of the
unambiguous terms of a written agreement, takes on significance. If the intent of a contract
is clear from the language of the document, parol evidence is not admissible. If, however,
the underlying contract is ambiguous, the parties may submit parol evidence concerning
the facts or circumstances regarding intent of the parties. See Meinrath v. Singer Co. 482
F. Supp. 457 (S.D.N.Y. 1979), aff'd, 697 F.2d 293 (2d Cir. 1982).

2.4.2 California Injunction Statutes

In reviewing the various statutory provisions of states heavily involved in the
entertainment industries, most particularly California, the company’s ability to
enforce a personal services contract must be considered when the contract is
initially entered into. Under certain statutes, an artist may have a right to ter-
minate a contract for cause, which would obviously relieve the artist of the duty
to perform under that contract. This remedy is to be distinguished from an artist’s
ability to cease performing and remain free from an injunction on other statutory
grounds.

The collective California statutes may represent to the artist the only realistic
opportunity to terminate the personal services contract prematurely and, like-
wise, may create an enormous number of pitfalls that the company may be subject
to that ultimately may restrict or prevent enforcement of the agreement.

Two sections of the California statutes, California Civil Code § 3423 and Cal-
ifornia Code of Civil Procedure § 526 were, prior to 1994, collectively referred
to as the “$6,000 per year statute.” Since the extensive revisions to § 3423 en-
acted by the California Legislature in 1994 the two statutes are now called the
“$9,000 plus” statute. The statutes basically provide that in order to provide the
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basis for injunctive relief, a contract must be in writing, provide for services that
are unique and extraordinary, and provide for a minimum compensation (which
was, until 1994, at the rate of not less than $6,000 per year).

It is obvious that, without injunctive relief, the validity, importance, and po-
sition of the exclusive personal services contract in the entertainment industry
are significantly undermined. While the motion picture studio, record company,
music publishing company, or television studio may still seek damages against
the breaching artist, a negative injunction may be the only effective remedy in
ultimately enforcing the personal services contract.

It is important to note that the $9,000 plus per year rule is not a mandatory
condition placed on all employers but, ultimately, inclusion of that clause in all
entertainment service contracts would have a significant economic effect on the
entertainment industry and its constituent personnel.

We consider first two important sections of the California Civil Code. Then
we turn to three cases that applied the earlier $6,000 per year statute.

§ 3390. Obligations not specifically enforceable

The following obligations cannot be specifically enforced:
1. An obligation to render personal service;
2. An obligation to employ another in personal service; . . .

The amended Cal Civ Code § 3423 (1994) is as follows:

§ 3423. When injunction may not be granted

An injunction may not be granted: . ..

(e) To prevent the breach of a contract the performance of which would not be
specifically enforced, other than a contract in writing for the rendition of personal
services from one to another where the promised service is of a special, unique,
unusual, extraordinary, or intellectual character, which gives it peculiar value, the
loss of which cannot be reasonably or adequately compensated in damages in an
action at law, and where the compensation for the personal services is as follows:

(1) As to contracts entered into on or before December 31, 1993, the minimum
compensation provided in the contract for the personal services shall be at the rate
of six thousand dollars ($ 6,000) per annum.

(2) As to contracts entered into on or after January 1, 1994, the criteria of sub-
paragraph (A) or (B), as follows, are satisfied:

(A) The compensation is as follows:

(i) The minimum compensation provided in the contract shall be at the rate of
nine thousand dollars ($ 9,000) per annum for the first year of the contract, twelve
thousand dollars ($ 12,000) per annum for the second year of the contract, and
fifteen thousand dollars ($ 15,000) per annum for the third to seventh years, inclu-
sive, of the contract.

(i) In addition, after the third year of the contract, there shall actually have been
paid for the services through and including the contract year during which the
injunctive relief is sought, over and above the minimum contractual compensation
specified in clause (i), the amount of fifteen thousand dollars ($ 15,000) per annum
during the fourth and fifth years of the contract, and thirty thousand dollars ($
30,000) per annum during the sixth and seventh years of the contract. As a condition
to petitioning for an injunction, amounts payable under this clause may be paid at
any time prior to seeking injunctive relief.

(B) The aggregate compensation actually received for the services provided under a
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contract that does not meet the criteria of subparagraph (A), is at least 10 times the
applicable aggregate minimum amount specified in clauses (i) and (ii) of subparagraph
(A) through and including the contract year during which the injunctive relief is sought.
As a condition to petitioning for an injunction, amounts payable under this subpara-
graph may be paid at any time prior to seeking injunctive relief.

(3) Compensation paid in any contract year in excess of the minimums specified in sub-
paragraphs (A) and (B) of paragraph (2) shall apply to reduce the compensation otherwise
required to be paid under those provisions in any subsequent contract years . . .

In the following excerpt, Robert M. Dudnik explains the workings of §3423 as
revised in 1993. Prior to January 1, 1994, an employer had to guarantee the
performer compensation at the rate of $6,000 per annum. This article explains
the sliding scale/optional multiple process that applies to contracts executed on
or after January 1, 1994. This article is reprinted with permission from the No-
vember 1993 issue of the Entertainment Law & Finance Newsletter © 1993
NLP IP Company.

The Newly Revised California Injunction Statute

By Robert M. Dudnik*

[Aln injunction may be issued if the compensation criteria of either subparagraph
(€)(2)(A) of Section 3423 (“subparagraph (A)”) or subparagraph (e)(2)(B) of Section
3423 (“subparagraph (B)”) are fulfilled.

Injunctions Under Subparagraph (A)

The changes to the law mandated by subparagraph (A), when it is read with
paragraph (e)(3) of Section 3423, involve: a sliding scale of guaranteed minimum
compensation for each year of the contract, with the first year starting at $9,000; a
requirement that specified additional compensation, over and above the guaranteed
minimum, shall actually have been paid starting with the fourth year of the contract;
a provision that compensation paid in any year in excess of the minimum specified
for that year shall apply to reduce the compensation otherwise required to be paid
in any subsequent contract years; and a provision permitting the employer to satisfy
the actual payment requirement—as distinguished from the guaranteed minimum
requirement—by making payment at any time prior to seeking injunctive relief.

Chart 1 illustrates the compensation requirements under a literal reading of sub-
paragraph (A) as it is supplemented by paragraph (e)(3):

Chart 1
Contract Year Minimum Amount That Must Amount that Must
Guarantee Have Actually Been Have Actually Been

Paid During The Year Paid From Inception
In Which Injunction Is Through Filing For
Sought Injunction

1 $9,000 0 0

2 $12,000 0 0

3 $15,000 0 0

*Robert M. Dudnik is a partner in the Los Angeles office of Paul, Hastings, Janofsky & Walker. He
served as record company counsel in the MCA Records, Inc. v. Newton-John case. He was assisted
in preparing this article by Judith Kline.
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4 $15,000 $30,000 $ 66,000
5 $15,000 $30,000 $ 96,000
6 $15,000 $45,000 $141,000
7 $15,000 $45,000 $186,000

Note: $ paid in any year in excess of ~ Note: Payable at any
minimum required to be paid for that  time prior to filing for
year will reduce payment require- injunction

ment for later years

Injunctions Under Subparagraph (B)

Subparagraph (B) permits the employer to obtain an injunction where the guar-
anteed minimum compensation requirement of subparagraph (A) is not satisfied;
indeed, it permits an injunction even where the contract provides for no guaranteed
compensation, so long as certain amounts are actually received by the performer
each year. Subparagraph (B) is thus a total departure from the prior law.

Chart 2 illustrates the compensation requirements under a literal reading of sub-
paragraph (B) as supplemented by paragraph (e)(3).

Chart 2

Contract Year Amount That Must Have Been Amount That Must Have Been
Actually Received During The Actually Received From
Year In Which Injunction Is Inception Through Filing For
Sought Injunction

1 $ 90,000 $ 90,000

2 $120,000 $ 210,000

3 $150,000 $ 360,000

4 $300,000 $ 660,000

5 $300,000 $ 960,000

6 $450,000 $1,410,000

7 $450,000 $1,860,000
Note: $ paid in any year in ex-  Note: Payable at any time
cess of minimum required To prior to filing for injunction

be paid for that year will re-
duce payment requirement for
later years

Comments on the New Law

Subparagraph (A)(i)’s guaranteed minimum compensation requirement appears to
provide that unless the contract guarantees the specified minimum during each year
of its term, no injunction may issue (unless, of course, the requirements of subpar-
agraph (B) are satisfied). In other words, if a five-year contract provided for no
guarantee during its first year, but set forth the required guaranteed minimums for
its remaining four years, it would appear that no injunction could properly issue
under subparagraph (A) during any contract year, even if the actual payment re-
quirements of subparagraph (A)(ii) were satisfied . . .
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With respect to the actual payment requirements of both subparagraph (A)(ii) and
subparagraph (B), it would be surprising if royalties and other forms of contingent
compensation could not be included in determining whether these requirements
have been met. Not so clear, however, is the extent to which recording fund pay-
ments may be included. It would seem that the portion (if any) of a recording fund
not actually utilized by the artist in recording his or her album should be included
in determining the amount of compensation paid. However, determining what that
portion amounts to could prove very difficult for record companies. One solution
would be to contractually obligate artists with recording fund deals to submit state-
ments under oath with respect to the amount expended in producing their albums
within a specified period after delivery. Whether tour support payments may be
included in determining the amount paid is an open question.

If on the first day of a contract year a performer states that he or she will no
longer perform and intends to sign with a competitor, the employer may have to
make a substantial payment under subparagraph (A)(ii) or subparagraph (B) to cover
the full payment requirement for that particular year, since there is no provision
for pro-rating. If the employer makes such a payment but fails to obtain the in-
junction, a question would arise as to whether it could include the payment in its
claim for damages.

Another question arises from the annual payment requirements of subparagraph
(e)(ii) and the “crediting” provision in paragraph (a)(3). To illustrate, assume that a
performer with a contract that satisfies the guaranteed minimum requirement of
subparagraph (A)(i) is actually paid $14,000 during the first contract year, $17,000
during the second, and $20,000 during the third. If this performer threatens to sign
with a competitor during the fourth year, the question would arise as to what, if
anything, the company must pay to satisfy the fourth year’s $30,000 payment re-
quirement of subparagraph (e)(ii), given the “crediting” provided for in paragraph
(a)(3), and given the fact that the performer was paid $51,000 during the first three
years, $15,000 of which was in excess of the guaranteed minimum. It could be
argued that: the company need only pay an additional $15,000, since $15,000 in
excess of the guaranteed minimum was paid during the first three contract years;
the company need pay nothing, since the company paid $51,000 during the first
three years despite the fact that the actual payment requirement during the first
three years is zero; or the company must pay $30,000 on the ground that because
there is no actual payment requirement during the first three years, what was ac-
tually paid is irrelevant for crediting purposes.

Although the discussions of the $6,000-per-year guarantee in the following
cases are no longer in effect, the decisions are still relevant to any discussion of
the availability of injunctive relief under §3423. The Newton-John case illustrates
the hazards of terms based on fixed time periods, and the Brockert case illustrates
that the references in §3423 to the stature of the artist are not mere boilerplate.

MCA Records, Inc. v. Newton-John, 90 Cal.App. 3d 18, 153 Cal.Rptr.
153 (1979)

FLEMING, ].

Defendant Olivia Newton-John, a singer, appeals a preliminary injunction re-
straining her from recording for anyone other than plaintifft MCA Records while
MCA’s action is pending “or until April 1, 1982, if that date shall occur during
the pendency of this action.” . . . [Ms. Newton John's agreement gave her control
over the recording process, and provided advances of] $250,000 for each record-
ing received during the initial two years, and an advance of $100,000 for each
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recording received during the option years. The cost of producing the recordings
would be borne by defendant. [The court rejected Ms. Newton-John’s argument
that she could not be enjoined from recording for third parties because MCA
did not guarantee that she would net at least $6,000 every twelve months, be-
cause that would permit her to spend her way out of the deal. However, the
court would not accept the injunctive period prescribed by the trial court.]

Defendant contends she cannot be suspended by plaintiff and at the same time
enjoined from rendering personal services for others. . .. But defendant has not
been suspended. She is still free to record for plaintiff, and, in the event she
chooses to record, nothing in the agreement relieves plaintiff from its obligation
to compensate her . . . [Tlhe grant of a preliminary injunction lies within the dis-
cretion of the trial court...and an explicit finding of irreparable harm is not
required to sustain the trial court’s exercise of that discretion. . . . In requesting
injunctive relief plaintiff alleged that if defendant were permitted to record for
a competitor, it would suffer irreparable injury, both in loss of profits and loss
of goodwill. This allegation was supported by substantial evidence that defen-
dant’s services are unique. Absent any indication to the contrary, we can presume
from the trial court’s order granting the preliminary injunction that the court did
in fact find that irreparable injury would be imminent unless the injunction were
granted. . . . [However, Ms. Newton-John] contends that even if the court did not
err in granting a preliminary injunction, it erred in authorizing the preliminary
injunction to extend beyond the five-year term of the agreement. Plaintiff re-
sponds, in effect, that so long as defendant fails to perform her obligations under
the contract, the term of the agreement, and thus of the preliminary injunction,
may be extended until the seven-year statutory maximum has elapsed. (Lab.
Code, §2855.)

Because a period of five years has not yet passed since defendant began her
employment on April 1, 1975, the issue of the availability to plaintiff of injunctive
relief after April 1, 1980, is technically premature. Nevertheless, we consider the
language in the preliminary injunction extending its possible duration to April 1,
1982, inappropriate for two reasons:

First, if defendant had performed under the contract, plaintiff would not be
entitled to prevent her from recording for competitors at the end of the five-year
term of the agreement. We have grave doubts that defendant’s failure to perform
her obligations under the contract can extend the term of the contract beyond
its specified five-year maximum. . . .

Second, the injunction appealed here is merely a preliminary injunction, whose
sole function is to preserve the status quo pending a final judgment in the action.
... Plaintiff’s general duty to exercise due diligence in the prosecution of its
action and to bring it to conclusion within a reasonable time (Code Civ. Proc.,
§§ 581a, 583) is particularly strong when, as here, the cause involves injunctive
and declaratory relief (see Code Civ. Proc., §§ 527 and 1062a, which give priority
to such actions). To the extent the phrase “until April 1, 1982” suggests that
plaintiff, without taking further action, may prevent defendant from recording
for competitors until 1982, the phrase is misleading.

The order for preliminary injunction is modified by deleting the phrase, “or
until April 1, 1982, if that date shall occur during the pendency of this action,”
and as so modified, the order is affirmed.

NOTE

Largely as a result of this case, recording and music publishing companies changed
their contract forms so that each period of the term would run for the longer of a stated
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time (usually twelve months) or until delivery of a specified number of recordings or
compositions. In this manner, the issue of suspension (and the permissible length thereof)
would no longer arise.

Although the payments required in order to secure an injunction under the
amended §3423 are considerably higher than those formerly required under the
earlier version of the statute, the employer must still demonstrate the requisite
status. As the following case indicates, unless the talent has been the subject of
an “auction” (i.e., multiple companies have been in the bidding for his/her/their
services) or the artist has a proven track record, the company may encounter
difficulties with the “status” branch of the statute.

Motown Record Corporation v. Brockert, 160 Cal.App. 3d 123, 207
Cal.Rptr. 574 (1984)

JOHNSON, ACTING PRESIDING JUDGE

[The court held that Motown did not comply with the then-applicable $6000/per
annum guarantee requirement of §3423 because the contract merely reserved to
Motown the option to guarantee such payments. However, the court also ad-
dressed the issue of whether or not Teena Marie was of sufficient stature to
warrant application of §3423, and held that she was not.] In 1976, [when she
signed with Motown,] she was an unknown in the music business. Her experience
consisted of singing with local bands at weddings, parties, and shopping centers
and roles in school musicals. She had written some songs but none had been
recorded or released commercially . . . Between 1979 and 1980 Teena Marie re-
corded four albums for Motown. All were successful. Indeed her fourth and last
album, “Tt Must Be Magic,” achieved gold record status, selling more than
400,000 copies . . .

[On the issue of whether Teena Marie was of sufficient stature to meet the
uniqueness requirements of §3423, wle begin our review with Lumley [v. Wag-
ner, (1852) 42 Eng. Rep. 687]. Johanna Wagner was not an unknown member of
a chorus line at the time her case arose. She was one of Europe’s best known
opera singers, niece of Richard Wagner and “cantatrice of the Court of His Maj-
esty the King of Prussia.” . . . Her contract with Lumley called for her to perform
at Her Majesty’s Theatre in London twice a week for three months at the rate
of 100 pounds per week; a significant sum considering the wage of a unionized
bricklayer in London at the same time was less than two pounds per week. (23
Encyclopedia Britannica, supra., at p. 270.)

It was not uncommon for courts of that time to distinguish Lumley v. Wagner
on the ground that there the services of an exceptional artist and a considerable
sum were involved. Among the best known of these cases are Whitwood Chem.
Co. v. Hardman, supra, 2 Ch. 416 In Whitwood, Lindley, L.]. stated, “T look
upon Lumley v. Wagner rather as an anomaly to be followed in cases like it, but
an anomaly which it would be very dangerous to extend.” (2 Ch. at p. 428.)]
Arthur v. Oakes (7th Cir. 1894) 63 F. 310 . .. and Dockstader v. Reed (1907) 121
App.Div. 846 [106 N.Y.S. 795]. In Dockstader the court refused to enjoin the
defendant from singing for another company noting, inter alia, “The salary agreed
to be paid defendant was quite moderate, and indicates that his part was quite
ordinary, and manifestly could be easily filled.” (106 N.Y.S. at p. 797.)] Thus, at
the time section 3423 was amended there was a discernible trend toward en-
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forcing negative covenants against the “prima donnas” but not the “spear carri-
ers.” (See Carter v. Ferguson (1890) 58 Hun. 569 [12 N.Y.S. 580, 581]; and see
generally, 11 Williston on Contracts, supra, § 1450, pp. 1042-1043; 5A Corbin
on Contracts, supra., §1209, p. 417; 4 Pomeroy, Equity Jurisprudence (5th ed.
1941) § 1343, p. 943.)

Aside from the Lumley line of cases there is an even older judicial tradition
which helps to explain why the California Legislature sought to limit injunctive
relief to performers of star quality. A fundamental reason why courts will not
order specific performance of personal services contracts is because such an order
would impose on the courts a difficult job of enforcement and of passing judg-
ment upon the quality of performance. (See 11 Williston on Contracts, supra, §
1423, pp. 782-783; 5A Corbin on Contracts, supra, § 1204, p. 400; Poultry Pro-
ducers etc. v. Barlow, supra, 189 Cal. 278, 288-289; Light, supra, at p. 143.) As
Corbin observes in his treatise, “An artist does not work well under compulsion,
and the court might find it difficult to pass judgment upon the performance
rendered.” (5A Corbin, supra, § 1204, p. 400.)

As the court in Lumley candidly admitted, it had no power to compel Madame
Wagner to sing at Lumley’s theatre but the injunction prohibiting her from per-
forming elsewhere might well accomplish the same result. (42 Eng. Rep. at
p- 693.) Thus there is a danger an artist prohibited from performing elsewhere
may feel compelled to perform under the contract and, under the stress of the
situation, turn in an unsatisfactory performance. This would lead to further liti-
gation between the parties on the adequacy of the artist’s performance; the very
thing the courts traditionally sought to avoid. (See, e.g., Bethlehem Engineering
Export Co. v. Christie (2d Cir. 1939) 105 F.2d 933, 935 [125 A.L.R. 1441] (Hand,
J.).) There is less likelihood of this conundrum arising if the performer is of great
renown. Such a performer may well choose not to perform rather than risk her
reputation by delivering a sub-par performance. . . .

It is no answer to say that by the time Motown and Jobete sought injunctive
relief to enforce the exclusivity clauses Teena Marie had become a star. Motown
and Jobete did not contract with a star. By their own admission they contracted
with a “virtual unknown.” Nothing in section 3423 prevents the companies from
seeking damages from Teena Marie for breach of the exclusivity clause. . . . That
section merely says for reasons of public policy the exclusivity clause of a contract
can only be enforced by injunction when the contract is with a performer of
requisite distinction as measured by the compensation the employer is willing to
pay. . .. Moreover . . . allowing the companies, once they judge the artist to have
achieved star quality, to enforce the exclusivity clause by injunction would violate
the concept of fundamental fairness which is also embodied in section 3423. ...
This is quite clear when section 3423 is read in connection with Civil Code
section 3391, subdivision 2, which provides specific performance cannot be en-
forced against a party as to whom the contract is not “just and reasonable.” Taken
together those sections demand a minimum standard of fairness as a condition
on equitable enforcement of an exclusivity clause in a personal services contract.

“As one grows more experienced and skillful there should be a reasonable
opportunity to move upward and to employ his abilities to the best advantage
and for the highest obtainable compensation.” (De Haviland v. Warner Bros.
Pictures (1944) 67 Cal.App. 2d 225 [153 P.2d 983], 235.) “[A]ny agreement that
limits a person’s ability to follow his vocation must be strictly construed.” (Lemat
Corp. v. Barry, supra, 275 Cal. App. 2d at pp. 678-679.) Therefore, “[aln injunc-
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tion which forbids an artist to accept new employment may be a harsh and
powerful remedy. The monetary limitation in the statute is intended to serve as
a counterweight in balancing the equities.”

2.5 CREDIT ISSUES

Although it is estimated that he produced more than 300 films during his brief
semi-legendary career, MGM’s Irving Thalberg (who later was the model for
Monroe Stahr in F. Scott Fitzgerald’s The Last Tycoon) never accorded himself
the customary producer billing, because in his opinion credit one awarded oneself
was worthless.

This may have worked well for Thalberg, who enjoyed a unique status in 1930s
Hollywood, but later generations of creative personnel have learned that billing
often translates into work and money. This is why it is not unusual to see bill-
boards upon which one actor’s name is on the left above the title (known in the
trade as “first position”), a second actor’s name appears just to the right, but
above the name of the first actor, while a third actor’s name appears on the far
right and slightly below the name of the first actor. Some years ago, Cary Grant
and Sophia Loren resolved the first position problem by agreeing that on half
the billboards, Grant’s name would appear on the left, while Loren’s name would
appear on the left on the rest of the billboards, a very practical resolution (but
one which is rarely utilized).

All matters this important produce disputes, and credit issues are no exception.
The legal principles used to resolve such disputes are derived from two sources:
(1) contract law, when the affected parties have entered into agreements con-
cerning credit, and (2) statutory and common law, when the affected parties have
not entered into such agreements.

2.5.1 By Contract

Because of the importance of credit in the entertainment industry, credit often
is one of the subjects specifically covered by contract. Sometimes such contracts
are negotiated individually directly between the affected parties, as were the
contracts in the Gold Leaf and Tamarind Lithography cases which follow. On
other occasions, credit provisions appear in collective bargaining agreements
such as the Writers” Guild of America agreement which is at issue in the Fer-
guson case below.

Where contractual provisions concerning credits exist, there is no doubt they
are perfectly valid and enforceable. Questions have arisen, however, concerning
(1) whether a contract requiring that credit be given actually does exist; (2) what
remedies are available if the credit provisions of individually negotiated contracts
are breached; and (3) whether there is a right to judicial review of credit deter-
minations made by arbitrators pursuant to collective bargaining agreements.
Cleary v. News Corp. deals with whether a contract for credit existed at all. The
Gold Leaf and Tamarind cases deal with the remedies issue. The Ferguson case
contains an excellent description of the credit determination standards and pro-
cedures that are used by the Writers Guild pursuant to the WGA collective
bargaining agreement, and with the issue of judicial review of the credit deter-
minations of union arbitrators.



TALENT CONTRACTS -« 113

Cleary v. News Corp., 30 F.3d 1255 (9th Cir. 1994)

WILL, SENIOR DISTRICT JUDGE (sitting by designation)

Dr. James W. Cleary sued News Corporation, the [parent company of
HarperCollins and Scott, Foresman and Company, the] publishers of Robert’s
Rules of Order, ... for alleged...breach of contract....The district court
granted summary judgment in favor of the defendants. . . . For the following rea-
sons, we affirm.

L Background

During the 1960s, James W. Cleary helped revise Robert’s Rules of Order for
Scott, Foresman and Company. When the 1970 edition was published, Dr. Cleary
was listed on the title page as having assisted the named author, Sarah Corbin
Robert, along with Henry M. Robert III and William J. Evans. The work was
republished in 1980 and once again title page credit was given to Cleary, Robert
ITI, and Evans. The most recent edition was published in 1990. The title page
for this edition was virtually identical to the 1970 and 1980 versions with the
most notable change being the omission of Dr. Cleary’s name. Upon learning of
the omission, Dr. Cleary initiated this lawsuit. . . .

Many of the facts underlying this litigation are undisputed. Currently in its
ninth edition, Robert’s Rules of Order is one of the leading sources of parlia-
mentary law in the United States. Robert’s Rules was first published in 1876 by
General Henry Martyn Robert; he has been listed as the author of every edition
of Robert’s Rules since. After General Robert’s death, members of the Robert
family maintained ultimate authority over any changes. Robert’s Rules Associa-
tion, successor-in-interest to General Robert’s rights, owns the copyright to each
edition.

In 1960, Sarah Corbin Robert, General Robert’s daughter-in-law, began work-
ing on what was to become the 1970 edition of Robert’s Rules. Sarah Robert’s
son, Henry M. Robert III, and William J. Evans became involved in the writing
and editing of the 1970 edition. In 1961, Dr. James W. Cleary was retained by
Scott, Foresman to provide a critique of the previous edition of Robert’s Rules,
and in 1965, Cleary was retained as Advisory Editor to the revision.

Curtis Johnson, an employee of Scott, Foresman, testified at his deposition
that prior to entering into the contract, Scott, Foresman had orally agreed to
give title credit to Cleary. Johnson stated that, in light of the low royalty rate,
“right from the start [name credit] was the inducement that was supposed to
persuade Dr. Cleary to do the work.” ... Johnson also testified that, in fact, he
did offer Cleary title credit. Most relevant to this appeal is a letter dated May
19, 1965, and addressed to Cleary, in which Johnson discusses the proposed
royalty terms at some length and concludes, “We will, of course, appropriately
credit you in the new edition, as well.” . ..

Subsequently, however, on September 3, 1965, Cleary entered into an agree-
ment with Scott, Foresman concerning his role in the revision. Cleary agreed to
validate the then-existing copy for the 1970 edition, to compile and complete
copy for three chapters, and to write new copy for two chapters. In return, Scott,
Foresman agreed to pay Cleary a royalty of three-quarters of one percent of the
net receipts from sales of the 1970 edition, with Scott, Foresman reserving the
right to adjust the royalty rate with respect to future editions of the book to
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reflect the amount of original work prepared by Cleary that remained in any
subsequent edition. The contract specified that Cleary was retained on a work
for hire basis and that the heirs of General Robert would retain all rights in
Robert’s Rules and in the copyright. The contract did not mention giving Cleary
any title credit for the 1970 edition or any subsequent editions.

Cleary began working on the revision. According to Cleary, Sarah Robert had
completed a mere outline of the work and Robert IIT was not producing usable
material. Therefore, Cleary wrote a large amount of the new edition, which was
subsequently edited by Sarah Robert and, because of her rapidly declining
health, by Robert I1I. Cleary testified that he had contributed approximately forty
percent of the final edition, Robert III had contributed forty percent, and Evans
had contributed twenty percent.

In 1980, Scott, Foresman published a new edition, with minor revisions. Scott,
Foresman provided Cleary with an opportunity to review the changes; none of
Cleary’s proposed changes were incorporated into the new edition. Cleary con-
tinued to receive title credit and three-quarters of one percent royalties for sales
of the 1980 edition.

The most recent edition, referred to as the 1990 edition, was published in late
1989. It is undisputed that Cleary did not participate in the preparation of the
1990 edition. After the 1990 edition was published, Cleary learned that his name
had been deleted from the title page, although he was still acknowledged in the
introduction. Sarah Corbin Robert was still listed as the author, although she had
died in 1972, and Robert IIT and Evans were listed as providing assistance. . . .

Dr. Cleary has continued to receive three-quarters of one percent royalties on
sales of the 1990 edition. As part of an attempted settlement of this case, the
title page of subsequent printings of the 1990 edition after the first printing listed
Cleary as providing assistance just as in the 1980 version.

II. Discussion

....Cleary claims that Scott, Foresman breached its contract when it failed
to give him title credit in the 1990 edition of Robert’s Rules. A viewing of the
evidence in the light most favorable to Cleary makes it apparent that, prior to
entering into the contract, Scott, Foresman had agreed to give Cleary title page
credit. The contract itself, however, does not contain an attribution clause and
does not mention named credit.

The parol evidence rule prohibits introduction of extrinsic evidence of a prior
or contemporaneous agreement which would vary or contradict the clear and
unambiguous language in a contract. . . . Notwithstanding, if “the language con-
tained in the contract is ambiguous or silent as to essential terms then oral tes-
timony may be properly admitted into evidence.” . . . Courts will examine all the
surrounding facts and circumstances of the case to determine if the contract was
intended to be the complete and final expression of the parties” intent. . . .

Cleary claims that the contract was not a complete and final expression of the
parties” intent because the parties intended to give Cleary title credit in the 1970
edition and subsequent reprintings. We note initially that, even if the attribution
clause, though not included in the written agreement, could somehow be deemed
a material term of the 1965 contract, neither the 1980 nor the 1990 editions were
covered by that contract. Cleary apparently attempts to circumvent this hurdle
by arguing that the contract ambiguously refers to the term “Work™ by not spec-
ifying even the general contents of the work, but this argument is undermined
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by the clear language of the contract. The contract specifically defines the nature
of the work, prescribes the number of chapters that Cleary was to produce, and
provides for dates of completion. Further, the contract provides, “On any revised
edition of the Work, the Publisher shall consider a further retention of the Ad-
visory Editor’s services.” In using the term “Work,” Scott, Foresman clearly was
referring exclusively to the work-in-progress which became the 1970 edition of
Robert’s Rules.

Notwithstanding, even if we were to conclude that the terms of the 1965
contract applied to the 1980 edition and subsequent editions, we are unper-
suaded by Cleary’s attempts to prove that the contract was ambiguous as to a
material term. Oral testimony may be introduced if the language in the contract
is silent as to a material term. . .. Yet, according to Cleary’s own testimony, he
knew there was no provision granting him credit . . . , yet he signed the contract
anyway. At his deposition, Cleary testified that at the time the contract was signed
“it was not important that there be name credit, but it became in my mind more
and more important as my involvement grew and grew by considerable degrees
over the period of the ensuing years.” . . . Even viewed in the light most favorable
to Cleary, these facts indicate that he did not consider an attribution clause an
essential term of the contract. Cleary was aware that the term was not in the
contract and did not consider it important at the time. Therefore, oral testimony
may not be used to introduce that term into the contract.

Cleary also argues that the parties implicitly intended to grant him a right to
name credit. This hidden meaning is established, Cleary asserts, by the fact that
in prior editions, Robert’s Rules was published with title credit given to contrib-
uting authors. We find this argument unpersuasive. The contract does not men-
tion name credit in any manner, and thus is not ambiguous on its face. In
addition, we have already noted that under a valid work for hire arrangement, a
publisher is under no obligation to provide attribution, unless such a right has
been specifically reserved in the contract. Vargas v. Esquire Inc., 164 F.2d 522,
526 (7th Cir. 1947). In its contract, Scott, Foresman included a work for hire
clause and did not include an attribution clause. From this, it is fair to conclude
that Scott, Foresman did not intend to contract to give Cleary name credit. To
now introduce an attribution clause would be to introduce a term which would
contradict the clear language of the contract.

Finally, Cleary argues that the defendant’s subsequent acts of attributing au-
thorship to Cleary in the 1970 and 1980 editions evince a contractual understand-
ing that name credit would be provided. Subsequent conduct of the parties may
be considered when it does not contradict the plain meaning of the contract. . . .
Because Cleary relinquished authorship as well as copyright ownership when he
signed the work for hire provision, subsequent conduct and circumstances in-
dicating an intent to provide attribution are in direct conflict with the work for
hire agreement and cannot be considered. Evidence of Scott, Foresman’s sub-
sequent acts of attribution only indicates that they were complying with their
previous representation that they would include his name even though they were
under no contractual duty to do so. At the time of contracting, Cleary could have
insisted that the agreement contain an attribution clause for the 1970 and sub-
sequent editions; he then could have enforced that contractual right had Scott,
Foresman failed to give him name credit.

Accordingly, because the plaintiff seeks to introduce extrinsic evidence which
would vary the unambiguous language of the contract, we conclude that the trial
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court properly granted summary judgment to the defendants with respect to
Cleary’s breach of contract claims.

Gold Leaf Group, Ltd. v. Stigwood Group, Ltd., Sup. Ct. N.Y. County,
Case No. 11768/78 (October 4, 1978)

Rusin, J.

[After years of relentless concertizing but meager record sales, Peter Frampton
was propelled to the forefront of the record world when his live album, “Framp-
ton Comes Alive,” sold some 12 million copies. On the basis of his new celebrity
status, Frampton was signed to appear in the film version of Sgt. Pepper’s Lonely
Hearts Club Band. The Bee Gees, a very successful group for many years but
hardly of the first rank, were also engaged to appear in the film. Obviously,
Frampton was entitled to—and secured a promise of—first billing. Between the
time the two artists were signed and the time the picture was to be released,
two phenomena occurred: Frampton’s record sales took a precipitous nosedive,
while the Bee Gees soared to the top of the heap with “Saturday Night Fever,”
the soundtrack that sold some 27 million copies. The producer of the film had a
change of heart concerning billing. This led to injunctive proceedings, and to the
following unpublished opinion of Special Term.—Ed.]

Plaintiff [Peter Frampton’s loan-out corporation] moves this court for an in-
junction, pendente lite, restraining defendant . . . from violating the written con-
tractual “billing” rights of Peter Frampton (Frampton). . . .

The film took approximately two years to make at a cost of over $12,000,000.
A significant part of the production package is an “original motion picture sound-
track” record album. The total cost of the project, which encompasses the film
and record and includes promotion, now exceeds $20,000,000.

Plaintiff seeks a temporary injunction to prevent defendants from advertising
the movie and the record in a manner according . .. “the Bee Gees” the same
billing credit as Frampton. While the film itself credits Frampton “top billing,”
the advertising as to the film and record accords “the Bee Gees™ billing alongside
and to the right of Frampton. Frampton claims that he has the right to have his
name appear above “the Bee Gees” in connection with 1) the billing of the film,
2) the advertising of the film, 3) the art work on the cover of the record, 4) the
advertising for the record and, 5) merchandising and subsidiary rights in con-
nection with the film.

It appears that the billing provision of a contract is material in that it is not
just a matter of status or prestige, but serves to protect and enhance the future
marketability and commercial value of a star performer. . .. [Aln agreement was
signed wherein in Paragraph 4 the credit status of Frampton is set forth as
follows: “Artist shall receive the sole star billing above the title of the photoplay
in a size of type one hundred per cent of the credits of any other person.” In a
subsequent modification, it was agreed that the Bee Gees name could be billed
above the title, but below that of Frampton. . ..

The language of the agreement, even as modified by the parties, gives Framp-
ton sole star billing in the photoplay. It is further apparent that plaintiff consid-
ered Frampton’s star billing to be of prime importance and would have withheld
its consent to the agreement had its artist not been so recognized.

Defendant attempts to convince the court that billing alongside but to the left
of the Bee Gees is recognized as “first star billing.” However, the agreement
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gives to Frampton “sole star billing” and plaintiff is entitled to a fulfillment of
its contractual obligations. The court is aware of defendants” desire to accord its
clients a greater star status as the result of their sudden surge of popularity
originating from the motion picture Saturday Night Fever. However, in view of
the contractual obligations, there is sufficient showing to enjoin defendant from
billing or advertising the Bee Gees, other than on a line below Frampton, and
in a size, type and prominence no greater than his in any billing or advertising
concerning the [film]. . ..

The motion addressed to the record [album] presents a different problem.
While it may have been the intention of the plaintiff to have paragraph 4 of the
agreement apply to the soundtrack recording, the agreement is not clear and
convincing in this respect. Another agreement dated January 21, 1977, between
defendants’ recording subsidiary, RSO Records, Inc. and Frampton’s [record
company], A & M Records, Inc. provides that Frampton’s name be billed “in the
same manner as the names of other artists are utilized in connection with said
album.” Furthermore, an agreement signed March 13, 1978, concerning world-
wide merchandising and subsidiary rights is silent as to billing and advertising.
There is, also, a question of whether plaintiff acquiesced in the design of the
record album jacket. The proof required of defendants, for the purpose of this
motion, is merely that they need only raise doubts of that likelihood that plaintiff
will ultimately succeed in the action. It is incumbent upon plaintiff to come forth
with clear and convincing evidence dispelling such doubts. As to the soundtrack
recording, this the plaintiff has failed to do. . ..

Accordingly, the motion for an injunction pendente lite is granted as to the
motion picture and denied as to the soundtrack recording. . . .

Tamarind Lithography Workshop, Inc. v. Sanders, 143 Cal.App. 3d
571, 193 Cal.Rptr. 409 (1983)

STEPHENS, J.

The essence of this appeal concerns the question of whether an award of damages
is an adequate remedy at law in lieu of specific performance for the breach of
an agreement to give screen credits. Our saga traces its origin to March of 1969,
at which time appellant, and cross-complainant below, Terry Sanders (hereinafter
Sanders or appellant), agreed in writing to write, direct and produce a motion
picture on the subject of lithography for respondent, Tamarind Lithography
Workshop, Inc. (hereinafter referred to as Tamarind or respondent).

Pursuant to the terms of the agreement, the film was shot during the summer
of 1969, wherein Sanders directed the film according to an outline/treatment of
his authorship, and acted as production manager by personally hiring and su-
pervising personnel comprising the film crew. Additionally, Sanders exercised
both artistic control over the mixing of the sound track and overall editing of the
picture.

After completion, the film, now titled “Four Stones for Kanemitsu,” was
screened by Tamarind at its 10th anniversary celebration on April 28, 1970.
Thereafter, a dispute arose between the parties concerning their respective rights
and obligations under the original 1969 agreement. Litigation ensued and in
January 1973 the matter went to trial. Prior to the entry of judgment, the parties
entered into a written settlement agreement, which became the premises for the
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instant action. Specifically, this April 30, 1973, agreement provided that Sanders
would be entitled to a screen credit entitled “A Film by Terry Sanders.”

Tamarind did not comply with its expressed obligation pursuant to that agree-
ment, in that it failed to include Sanders” screen credits in the prints it distrib-
uted. As a result a situation developed wherein Tamarind and codefendant
Wayne filed suit for declaratory relief, damages due to breach of contract, emo-
tional distress, defamation and fraud. Sanders cross-complained, seeking damages
for Tamarind’s breach of contract, declaratory relief, specific performance of the
contract to give Sanders screen credits, and defamation. Both causes were con-
solidated and brought to trial on May 31, 1977. A jury was impaneled for pur-
poses of determining damage issues and decided that Tamarind had breached
the agreement and awarded Sanders $25,000 in damages.

The remaining claims for declaratory and injunctive relief were tried by the
court. The court made findings that Tamarind had sole ownership rights in the
film, that “both June Wayne and Terry Sanders were each creative producers of
the film, that Sanders shall have the right to modify the prints in his personal
possession to include his credits.” All other prayers for relief were denied.

It is the denial of appellant’s request for specific performance upon which
appellant predicates this appeal.

Since neither party is contesting the sufficiency of Sanders’ $25,000 jury award
for damages, the central issue thereupon becomes whether that award is neces-
sarily preclusive of additional relief in the form of specific performance, i.e., that
Sanders receive credit on all copies of the film. Alternately expressed, the issue
is whether the jury’s damage award adequately compensates Sanders, not only
for injuries sustained as a result of the prior exhibitions of the film without
Sanders” credits, but also for future injuries which may be incurred as a result
of any future exhibitions of the film without his credit. Commensurate with our
discussion below, we find that the damages awarded raise an issue that justifies
a judgment for specific performance. Accordingly, we reverse the judgment of
the lower court and direct it to award appellant the injunctive relief he now
seeks.

Our first inquiry deals with the scope of the jury’s $25,000 damage award.
More specifically, we are concerned with whether or not this award compensates
Sanders not only for past or preexisting injuries, but also for future injury (or
injuries) as well.

Indeed, it is possible to categorize respondent’s breach of promise to provide
screen credits as a single failure to act from which all of Sanders’ injuries were
caused. However, it is also plausible that damages awarded Sanders were for
harms already sustained at the date of trial, and did not contemplate injury as a
result of future exhibitions of the film by respondent, without appropriate credit
to Sanders.

Although this was a jury trial, there are findings of facts and conclusions of
law necessitated by certain legal issues that were decided by the court. Finding
of fact No. 12 states:

“By its verdict the jury concluded that Terry Sanders and the Terry Sanders
Company are entitled to the sum of $25,000.00 in damages for all damages suf-
fered by them arising from Tamarind’s breach of the April 30th agreement.” The
exact wording of this finding was also used in conclusion of law No. 1. Sanders
argues that use of the word “suffered” in the past tense is positive evidence that
the jury assessed damages only for breach of the contract up to time of trial and



TALENT CONTRACTS -« 119

did not award possible future damages that might be suffered if the film was
subsequently exhibited without the appropriate credit. Tamarind, on the other
hand, contends that the jury was instructed that if a breach occurred the award
would be for all damages past and future arising from the breach. The jury was
instructed: “For the breach of a contract, the measure of damages is the amount
which will compensate the party aggrieved, for the economic loss, directly and
proximately caused by the breach, or which, in the ordinary course of things,
would be likely to result therefrom” and “. .. economic benefits including en-
hancement of one’s professional reputation resulting in increased earnings as a
result of screen credit, if their loss is a direct and natural consequence of the
breach, may be recovered for breach of an agreement that provides for screen
credit. Economic benefits lost through breach of contract may be estimated, and
where the plaintiff [Tamarind], by its breach of the contract, has given rise to
the difficulty of proving the amount of loss of such economic benefit, it is proper
to require of the defendant [Sanders] only that he show the amount of damages
with reasonable certainty and to resolve uncertainty as to the amount of economic
benefit against the plaintiff [Tamarind].”

The trial court agreed with Tamarind’s position and refused to grant the in-
junction because it was satisfied that the jury had awarded Sanders all the dam-
ages he was entitled to including past and possible future damages. The record
does not satisfactorily resolve the issue. However, this fact is not fatal to this
appeal because, as we shall explain, specific performance as requested by Sanders
will solve the problem.

The availability of the remedy of specific performance is premised upon well
established requisites. These requisites include: A showing by plaintiff of (1) the
inadequacy of his legal remedy; (2) an underlying contract that is both reasonable
and supported by adequate consideration; (3) the existence of a mutuality of
remedies; (4) contractual terms which are sufficiently definite to enable the court
to know what it is to enforce; and (5) a substantial similarity of the requested
performance to that promised in the contract. . ..

It is manifest that the legal remedies available to Sanders for harm resulting
from the future exhibition of the film are inadequate as a matter of law. The
primary reasons are twofold: (1) that an accurate assessment of damages would
be far too difficult and require much speculation, and (2) that any future exhi-
bitions might be deemed to be a continuous breach of contract and thereby create
the danger of an untold number of lawsuits.

There is no doubt that the exhibition of a film, which is favorably received by
its critics and the public at large, can result in valuable advertising or publicity
for the artists responsible for that film’s making. Likewise, it is unquestionable
that the nonappearance of an artist’s name or likeness in the form of screen credit
on a successful film can result in a loss of that valuable publicity. However,
whether that loss of publicity is measurable dollar wise is quite another matter.

By its very nature, public acclaim is unique and very difficult, if not sometimes
impossible, to quantify in monetary terms. Indeed, courts confronted with the
dilemma of estimating damages in this area have been less than uniform in their
disposition of same. Nevertheless, it is clear that any award of damages for the
loss of publicity is contingent upon those damages being reasonably certain, spe-
cific, and unspeculative. . . .

The varied disposition of claims for breach of promise to provide screen credits
encompasses two schools of thought. On the one hand, there is the view that
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damages can be ascertained (to within a reasonable degree of certainty) if the
trier of fact is given sufficient factual data. (See Paramount Productions, Inc. v.
Smith (9th Cir. 1937) 91 F.2d 863, cert. den. 302 U.S. 749 [82 L.Ed. 579, 58
S.Ct. 266].) On the other hand, there is the equally strong stance that although
damages resulting from a loss of screen credits might be identifiable, they are
far too imponderable and ethereal to define in terms of a monetary award. (See
Poe v. Michael Todd Co. (S.D.N.Y. 1957) 151 F.Supp. 801.) If these two views
can be reconciled, it would only be by an independent examination of each case
on its particular set of facts.

In Paramount Productions, Inc. v. Smith, supra, 91 F.2d 863, 866-867, the
court was provided with evidence from which the “. . . jury might easily compute
the advertising value of the screen credit.” (Id., at p. 867.) The particular evidence
presented included the earnings the plaintiff/ writer received for his work on a
previous film in which he did not contract for screen credits. This evidence was
in turn easily compared with earnings that the writer had received for work in
which screen credits were provided as contracted. Moreover, evidence of that
artist’s salary, prior to his receipt of credit for a play when compared with earn-
ings received subsequent to his actually receiving credit, was “. .. if believed,
likewise sufficient as a gauge for the measure of damages.” (Id., at p. 867.)

In another case dealing with a request for damages for failure to provide
contracted-for screen credits, the court in Zorich v. Petroff (1957) 152 Cal. App. 2d
806 [313 P.2d 118] demonstrated an equal awareness of the principle. The court
emphasized “. .. that there was no evidence from which the [trial] court could
have placed a value upon the screen credit to be given plaintiff as an associate
producer. (Civ. Code, § 3301.)" (Id., at p. 811.) Incident to this fact, the court
went on to surmise that because the motion picture which was at the root of the
litigation was an admitted financial failure, screen credit, if given, “. .. could
reasonably have been regarded as a detriment to him.” (Id., at p. 811.)

At the other extreme, it has been held that failure to give an artist screen
credit would constitute irreparable injury. In Poe v. Michael Todd Co., supra,
151 F.Supp. 801, the New York district court was similarly faced with an author’s
claim that his contractual right to screen credit was violated. The court held:
“Not only would money damages be difficult to establish, but at best they would
hardly compensate for the real injury done. A writer’s reputation, which would
be greatly enhanced by public credit for authorship of an outstanding picture, is
his stock in trade, it is clear that irreparable injury would follow the failure to
give screen credit if in fact he is entitled to it.” (Id., at p. 803.)

Notwithstanding the seemingly inflexible observation of that court as to the
compensability of a breach of promise to provide screen credits, all three cases
equally demonstrate that the awarding of damages must be premised upon cal-
culations, inferences or observations that are logical. Just how logical or reason-
able those inferences are regarded serves as the determining factor. Accordingly,
where the jury in the matter sub judice was fully apprised of the favorable rec-
ognition Sanders” film received from the Academy of Motion Picture Arts and
Sciences, the Los Angeles International Film Festival, and public television, and
further, where they were made privy to an assessment of the value of said ex-
posure by three experts, it is reasonable for the jury to award monetary damages
for that ascertainable loss of publicity. However, pecuniary compensation for
Sanders” future harm is not a fully adequate remedy. (See Rest., Contracts, §
361, p. 648.)
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We return to the remaining requisites for Sanders” entitlement to specific per-
formance. The need for our finding the contract to be reasonable and supported
by adequate consideration is obviated by the jury’s determination of respondent’s
breach of that contract. The requisite of mutuality of remedy has been satisfied
in that Sanders had fully performed his obligations pursuant to the agreement
(i.e., release of all claims of copyright to the film and dismissal of his then pending
action against respondents). (See Civ. Code, § 3386.) Similarly, we find the terms
of the agreement sufficiently definite to permit enforcement of the respondent’s
performance as promised.

In the present case it should be obvious that specific performance through
injunctive relief can remedy the dilemma posed by the somewhat ambiguous
jury verdict. The injunction disposes of the problem of future damages, in that
full compliance by Tamarind moots the issue. Of course, violation of the injunc-
tion by Tamarind would raise new problems, but the court has numerous options
for dealing with the situation and should choose the one best suited to the par-
ticular violation.

In conclusion, the record shows that the appellant is entitled to relief consist-
ing of the damages recovered, and an injunction against future injury. . . .

NOTE

A union member’s right to credit can be decided pursuant to the union’s internal pro-
cedures. Ferguson v. Writers Guild of America, West, Inc., 226 Cal.App. 3d 1382, 277
Cal.Rptr. 450 (1991) involved a claim by Ferguson that his credit for “Beverly Hills Cop
IT” had been improperly diluted. The WGA arbiration panel awarded the following credits:
“Screenplay by Larry Ferguson and Warren Skaaren; Story by Eddie Murphy & Robert
D. Wachs.” He asked the court to issue a peremptory writ of mandate requiring the
Writers Guild to set aside its credit determination and give Ferguson sole screenplay
credit and sole story credit, which was denied, the denial being affirmed by the Court of
Appeal. (The “screenplay” is “the final script (as represented on the screen) with individual
scenes and full dialogue, together with such prior treatment, basic adaptation, continuity,
scenario, dialogue, and added dialogue as shall be used in and represent substantial con-
tributions to the final script” and a “story” is “all writing representing a contribution
distinct from screenplay and consisting of basic narrative, idea, theme or outline indicating
character development and action.”)

Writing credits are determined under the WGA’s basic agreement with the Alliance of
Motion Picture and Television Producers, the producers’ trade organization as well as the
WGA'’s credits manual (to which all members adhere by joining the WGA.) It is very
common for several (even many) writers to work on the same project at different stages.
When the project is completed, WGA notifies all the writers of the credits proposed by
the studio. Any or all of the writers may request arbitration under the WGA credit manual.
Arbitration is conducted by a panel of three WGA members, who are unknown to the
applicant or to each other.

Eligible arbitrators are WGA members “with credit arbitration experience or with at
least three screenplay credits of their own.” Each party “can peremptorily disqualify a
reasonable number of persons from the list. From the remaining potential arbitrators, the
secretary selects three, endeavoring to select individuals experienced in the type of writing
involved in the particular case [and] delivers to the three arbitrators all script, outline,
and story material prepared or used in the creation of the screenplay, together with source
material (writings upon which the screenplay or story is based) [as well as the production
company’s statement of tentative credits]. ... [EJach participant in the credit arbitration
may examine them to assure the inclusion of everything he or she has written. Any dispute
over the “authenticity, identification, sequence, authorship or completeness” of literary
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material to be included is resolved by a special three-member committee, which conducts
for that purpose a prearbitration hearing, at which all affected writers may present testi-
mony and other evidence.” The contending writers may also submit confidential state-
ments to the WGA, which turns them over to the arbitrators. . . . The three arbitrators
hold no hearing, and they deliberate independently of each other. Indeed, each [normally]
remains unaware of the identity of the other two . .. Each arbitrator notifies the secretary
of his or her determination. The secretary then informs the parties of the decision of the
majority of the arbitrators.” A dissatisfied writer may ask that the determination be put
before a “policy review board” drawn from the WGA’s credits committe, but the board’s
function is “solely to detect any substantial deviation from the policy of the Writers Guild
or from the procedure set forth in the credits manual.” If such deviation is found, the
board can “direct the arbitration committee to reconsider the case or to order a fresh
arbitration by a new triumvirate.” It cannot “reverse the decision of an arbitration com-
mittee in matters of judgment. A decision of the policy review board approving a credit
determination is final.”

The court agreed with the WGA that under the AMPTP basic agreement and the WGA
credits manual, “disputes over writing credits for feature-length photo-plays are nonjus-
ticiable.” The WGA membership “have agreed among themselves (by approving the cred-
its manual) and with the producers’ association (by entering into schedule A of the basic
agreement) . . . that the credit-determination process can be handled both more skillfully,
more expeditiously, and more economically by Writers Guild arbitration committees than
by courts. The finality provisions of schedule A and the credits manual, quoted earlier,
demonstrate the Writers Guild membership’s intention that credit disputes be resolved
without resort to ruinously expensive litigation. The scope of judicial review in a particular
case, then, is limited to a determination whether there has been a material breach of the
terms of the credits manual, which binds the Writers Guild as well as its members . . . [a]
limited scope of review is similar to that employed in judicial review of more traditional
arbitrations. There the court does not review the merits of the arbitrators’ award; it ex-
amines only whether the parties in fact agreed to submit their controversy to arbitration,
whether the procedures employed deprived the objecting party of a fair opportunity to
be heard, and whether the arbitrators exceeded their powers. (See Code Civ. Proc., §§
1286-1286.8. .. .)

With respect to Ferguson’s claims of procedural irregulatirites, “we bear in mind that
the procedures employed in the present arbitration have already been reviewed for cor-
rectness by the Writers Guild’s own policy review board. The court accords considerable
deference to the decision of the policy review board, because of its members’ expertise
in the interpretation and application of: the basic agreement and the credits manual.”

The court was not receptive to Ferguson's claim that he was entitled to know the
identity of the arbitrators. The WGA rules were well-known and of long standing, and its
practice was “supported by important and legitimate considerations, including the neces-
sity that arbitrators be entirely freed from both real and perceived dangers of pressure,
retaliation, and litigation. . . . While it is unusual to have an arbitration procedure in which
the parties cannot appear in person before the arbitrators and cannot learn the arbitrators’
identities, discovery of the names of the arbitrators in a Writers Guild credit arbitration
could serve no legitimate function. Ferguson apparently wishes to ask the arbitrators, inter
alia, to explain and justify their conclusions regarding the various writers’ contributions
to the final screenplay. Even when an arbitration is conducted under more familiar rules,
though, such as the commercial arbitration rules of the American Arbitration Association,
the losing party is not permitted to conduct an inquisition into the arbitrators’ thought
processes in reaching their award. . . .”

2.5.2 By Statute/Common Law

Though credits often are provided for by contract, that is not always the case.
When credit disputes arise where no contract provisions exist, such disputes are
resolved by referring to principles of statutory or common law.
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Usually, such disputes have arisen because an author, artist or performer has
been denied a credit he or she wants. Vargas v. Esquire, Smith v. Montoro and
Lamothe v. Atlantic Recording all are examples of such cases and are reproduced
below. Vargas shows that in the absence of a contract, the general rule is that
there is no statutory or common law right to claim credit; though that case was
decided almost a half-century ago, the case discussed in the note that follows
Vargas shows that it is still good law. There is, however, an exception to the
general rule that arises when credits are not simply omitted but are affirmatively
misrepresented. The Smith, Lamothe and Cleary cases that follow all deal with
credit misrepresentation.

One further development of significance has occurred since Vargas was de-
cided: the enactment of the Visual Artists Rights Act of 1990 [codified at 17
U.S.C. §§ 101 (definition of “work of visual art”) and 106A]. Tt is applicable only
in a very narrow and specific class of cases—those involving certain works of
visual art—but those are important and often valuable works, and that Act is
excerpted below as well.

In a surprising number of cases, credit disputes also have arisen where credit
was given to someone who did not want it. The Shostakovich, Ken Follett and
Stephen King cases below are cases of this type.

2.5.2.1 Right to Claim Credit

Vargas v. Esquire, Inc., 164 F.2d 522 (7th Cir. 1947)

MAJOR, CIRCUIT JUDGE

This appeal is from an order, entered December 17, 1946, dismissing plaintiff’s
complaint and supplemental complaint for failure to state a cause of action.

Plaintiff, an artist, sued to enjoin the reproduction of certain pictures made by
him and delivered to defendant, a publisher, upon the ground that the same
were wrongfully used in that they were published without the signature of plain-
tiff and without being accredited to him. Plaintiff also sued for damages on ac-
count of such publication alleged to violate his contract and his property right
in the pictures and unfairly to represent them as the work of others. Defendant
moved to dismiss on the ground that the plaintiff at the time of publication had
no property right in the pictures and no right to control or to direct their dis-
position.

The facts alleged by the complainant center about and relate largely to two
contracts of which the plaintiff and defendant were parties. The complaint sets
forth that in June, 1940, the parties entered into a contract, “Exhibit A,” attached
to and made a part of the complaint, wherein and whereby plaintiff was employed
as an artist for three years, to produce art work for use by defendant in its
publication and also for use in publications of a commercial nature, for a certain
monthly compensation and in addition thereto a certain percent of the proceeds
realized by defendant for work of a commercial nature. Under this contract plain-
tiff made and delivered certain pictures, one of which was reproduced each
month, beginning October 1, 1940, in the magazine Esquire, published by de-
fendant. Plaintiff also made and delivered twelve pictures each year, beginning
in the fall of 1940, for a calendar published and sold the following year by de-
fendant.

At first the pictures furnished bore plaintiff’s name or signature, “Vargas,” and
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they were reproduced and published with his name thereon. Later, by agreement
of the parties, the name “Vargas” was changed to “Varga.” Thereafter, the pic-
tures made by plaintiff and published by defendant were called “Varga Girls,”
and the name of the plaintiff appearing thereon was “A. Varga.” The name was
used only in connection with pictures made by plaintiff and was thus used by
the defendant until March 1, 1946. No name was on the pictures when they
were furnished by plaintiff to the defendant.

The contract “Exhibit A,” expired on June 30, 1943, but plaintiff continued to
furnish pictures to defendant without a contract, which were published in the
same manner as when the contract was in force, until May 25, 1945, when the
parties entered into a second contract, “Exhibit B,” attached to and made a part
of the complaint.

On or about January 14, 1946, plaintiff notified the defendant that he was no
longer bound by the contract, “Exhibit B,” and refused to longer furnish it with
pictures. Defendant at that time had twenty pictures made by plaintiff which
had not as yet been published. On February 11, 1946, plaintiff caused to be
instituted in the United States District Court an action by which he sought a
cancellation of such contract. On May 20, 1946, the court entered its decree,
allowing the relief sought by the plaintiff, finding among other things that the
contract had been fraudulently obtained by defendant and ordering the same
cancelled and set aside as of January 10, 1946.

It was alleged that by reason of such publication by the defendant persons
seeing said magazine came to know the work of the plaintiff and that as a result
plaintiff became known to millions of persons, acquired a world-wide reputation
and his name, “A. Varga,” likewise became known throughout the world.

The complaint alleged that on March 1, 1946, the defendant published its
magazine, Esquire, which contained a two-page reproduction of a picture made
by the plaintiff. At the top thereof instead of the words, “The Varga Girl,” ap-
peared the words, “The Esquire Girl.” The reproduction did not bear plaintiff’s
signature, “A. Varga,” or any other signature. The supplemental complaint made
a similar allegation as to a picture produced by plaintiff appearing in Esquire for
the month of May, 1946. It was also alleged in the supplemental complaint that
on October 1, 1946, defendant published a certain calendar enclosed in an out-
side envelope on which appeared the words and figures, “The 1947 Esquire
Calendar 35 Copyright Esquire Inc. 1946 Printed in U.S.A.” On the envelope
was a reproduction of a picture painted for defendant by plaintiff. The calendar
contained in said envelope was composed of the reproduction of twelve pictures
of plaintiff made and intended to be used for the Varga Esquire 1947 calendar.
Each of the said pictures bore the words, “The Esquire Girl Calendar.” None of
such pictures carried plaintiff’'s name or any name, word or legend indicating
them to be the work of plaintiff or any other person.

All the pictures used by the defendant both in its magazine and in connection
with its 1947 calendar were furnished by plaintiff to the defendant in accordance
with the terms of “Exhibit B,” prior to the time that plaintiff gave notice of its
cancellation. All of such pictures had been paid for by the defendant in accor-
dance with the terms of the contract, and as to those used in defendant’s mag-
azine, plaintiff had no further monetary interest. As to those used in connection
with defendant’s calendar, plaintiff was entitled to a share of the proceeds derived
from the sale thereof. There is no allegation, however, and no claim that defen-
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dant had refused to pay or is likely to refuse to pay to plaintiff his share of such
proceeds.

It was further alleged that there was a duty upon the defendant to refrain from
publishing reproductions of plaintiff’s pictures without their bearing his signature
and giving him due credit; that defendant, in violation of its duty in this respect,
published plaintiff’s work without using his name and without giving him credit
therefor, and that the same constituted a misrepresentation in that it represented
the pictures to be the work of another and not that of plaintiff.

“Exhibit A” (the first contract) expired long prior to the inception of the instant
controversy and we think it is of little consequence insofar as it affects the issues
for decision. The rights of the parties must be determined from “Exhibit B” (the
second contract), which was in effect at the time that plaintiff furnished the
pictures to defendant which were reproduced by it subsequent to the time that
plaintiff gave notice of cancellation of such contract.

In a preamble to “Exhibit B,” it is stated that Vargas for approximately three
years had been preparing and furnishing to Esquire drawings for use by Esquire
in connection with its publications and other printed merchandise:

“In connection with certain of these drawings, the name ‘Varga,” ‘Varga Girl,’
and similar names have been given national publicity by Esquire and have be-
come well known to the public. Vargas acknowledges that the success of the
drawings has been due primarily to the guidance which Esquire has given him
and to the publicity given to them by Esquire’s publications. . ..”

The contract, after expressing the desire of the parties to enter into an agree-
ment defining their mutual rights and obligations, contains a paragraph around
which this controversy revolves and which we think is determinative of the issues
involved. It provides:

“Vargas agrees for a period of ten years and six months, beginning January 1,
1944, as an independent contractor, to supply Esquire with not less than twenty-
six (26) drawings during each six-months’ period. . . . The drawings so furnished,
and also the name ‘Varga’, ‘Varga Girl,” ‘'Varga, Esq.,” and any and all other names,
designs or material used in connection therewith, shall forever belong exclusively
to Esquire, and Esquire shall have all rights with respect thereto, including
(without limiting the generality of the foregoing) the right to use, lease, sell or
otherwise dispose of the same as it shall see fit, and all radio, motion picture and
reprint rights. Esquire shall also have the right to copyright any of said drawings,
names, designs or material or take any other action it shall deem advisable for
the purpose of protecting its rights therein.”

Plaintiff’s principal contention is that the publication of the reproductions of
paintings produced by him, without his name appearing thereon, without credit
to him and without any name appearing thereon, violated an implied agreement
that the defendant would not do so. Plaintiff concedes that the contract defines
defendant’s rights in the pictures, but in his brief argues “that despite its broad
generality, despite the fact that the defendant took all rights in the pictures, it
is bound by the implied agreement not to publish them in the manner com-
plained of.”

Plaintiff cites and relies upon a number of cases in support of this alleged
implied agreement. Uproar Co. v. National Broadcasting Co., 1st Cir., 81 F.2d
373; Kirke La Shelle Co. v. Armstrong Co., 263 N.Y. 79, 188 N.E. 163; Manners
v. Morosco, 252 U.S. 317, 40 S.Ct. 335, 64 L.Ed 590. We have read these cases,
and without attempting to discuss them in detail, we think they are inapplicable
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to the instant situation. In each of them an author signed a contract or license
which conferred on the other party certain limited rights in a literary reproduc-
tion and reserved for the author the balance of the rights therein. The holding
in each of these cases is to the effect that where certain of the rights to a literary
composition were conferred and other rights retained, it would be implied that
the author could not use the rights retained in such a way as to destroy or
materially injure the rights conferred. Such a contractual situation is in marked
contrast to that of the instant case where the plaintiff by plain and unambiguous
language completely divested himself of every vestige of title and ownership of
the pictures, as well as the right to their possession, control and use. The lan-
guage by which the extent of the grant is to be measured, “shall forever belong
exclusively to Esquire, and Esquire shall have all rights with respect thereto,
including (without limiting the generality of the foregoing) the right to use, lease,
sell or otherwise dispose of the same as it shall see fit,” would appear to leave
no room for a contention that any right, claim or interest in the pictures remained
in the plaintiff after he had sold and delivered them to the defendant. Not only
did plaintiff by the contract divest himself of all title, claim and interest in such
drawings and designs, but also in the names “Varga,” “Varga Girl,” “Varga Es-
quire,” when used in connection therewith.

Of the many cases where it has been sought to engraft an implied condition
upon the terms of a written instrument, we like the rule announced in Domeyer
v. O’Connell, 364 I11. 467, at page 470, 4 N.E.2d 830, 832, 108 A.L.R. 476, where
the language used is pertinent to the instant situation. The court stated:

“The rules concerning the construction of contracts are so well established as
to require but brief attention. The object of construction is to ascertain the in-
tention of the parties. . .. That intention is to be determined from the language
used in the instrument and not from any surmises that the parties intended
certain conditions which they failed to express. Where there is no ambiguity in
the language used, from that, and that alone, may the intention of the parties be
gathered. . . . An implied intention is one necessarily arising from language used
or a situation created by such language. If such intention does not necessarily
arise, it cannot be implied. On the other hand, absence of a provision from a
contract is evidence of an intention to exclude such provision.” As already shown,
we think there is no ambiguity in the granting language of the contract, nor can
there be an implied intention from the language thus employed of an intention
of the parties of any reservation of rights in the grantor. The parties had been
dealing with each other for a number of years, and the fact that no reservation
was contained in the contract strongly indicates that it was intentionally omitted.
Such a reservation will not be presumed; it must be expressed and clearly im-
posed. Grant v. Kellogg Co., D.C., 58 F.Supp. 48, 51, affirmed 2d Cir., 154 F.2d
59.

Plaintiff advances another theory which needs little discussion. It is predicated
upon the contention that there is a distinction between the economic rights of
an author capable of assignment and what are called “moral rights” of the author,
said to be those necessary for the protection of his honor and integrity. These
so-called “moral rights,” so we are informed, are recognized by the civil law of
certain foreign countries. In support of this phase of his argument, plaintiff relies
upon a work by Stephen P. Ladas entitled “The International Protection of Lit-
erary and Artistic Property” (page 575, et seq.). It appears, however, that the
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author’s discussion relied upon by plaintiff relates to the law of foreign countries.
As to the United States, Ladas in the same work states (page 802):

“The conception of ‘moral rights” of authors so fully recognized and developed
in the civil law countries has not yet received acceptance in the law of the United
States. No such right is referred to by legislation, court decision or writers.”

What plaintiff in reality seeks is a change in the law in this country to conform
to that of certain other countries. We need not stop to inquire whether such a
change, if desirable, is a matter for the legislative or judicial branch of the gov-
ernment; in any event, we are not disposed to make any new law in this respect.

Plaintiff’s third and last contention is that the manner of reproduction by de-
fendant of plaintiff's work was such as to constitute a misrepresentation and was
unfair competition. The concurring opinion of Mr. Justice Holmes in Interna-
tional News Service v. Associated Press, 248 U.S. 215, 246, 247, 39 S.Ct. 68, 63
L.Ed. 211, 2 A.L.R. 293; and Fisher v. Star Co., 231 N.Y. 414, 433, 132 N.E.
133, 136, 19 A.L.R. 937, are the only cases cited and relied upon as supporting
this contention. We think that neither case affords any support for such theory.
In both, the holding as to unfair competition rested on the premise that the
defendants, without the consent or approval of the plaintiffs, had taken and used
to their own advantage something in which the plaintiffs had a property right—
more specifically, that the defendants had pirated or stolen plaintiff’s property
and used it in their business in competition with that of the plaintiffs. It is difficult
to discern how there could be any pirating or unlawful taking of property in the
instant case in view of the rights (heretofore discussed) which the plaintiff by
contract conferred upon the defendant.

Plaintiff argues that the use of “Esquire Girl” as a title for the pictures was a
representation that the author was someone other than the plaintiff. We do not
agree with this contention. The title used was the name of the well-known and
widely circulated magazine in which they were published, and we think the
public would readily recognize the word “Esquire” referred to such magazine
and not to the name of an artist.

More than that, as already shown, it was provided in the contract that both
the pictures and the name “shall forever belong exclusively to Esquire, and Es-
quire shall have all rights with respect thereto, including . . . the right to use . . .
or otherwise dispose of the same as it shall see fit.” This was the basis both upon
which plaintiff was paid for his pictures and upon which Esquire acquired their
possession and ownership. Under these circumstances, we are of the view that
there was no unfair competition by the defendant in the manner of their use.

The order appealed from is affirmed.

NOTE

In Cleary v. News Corp., 30 F.3d 1255 (9th Cir. 1994), a portion of which is reproduced
above, the plaintiff also alleged claims under California state law for unfair competition
and infliction of emotional distress. The district court granted summary judgment in favor
of the defendants on those counts as well, and the Court of Appeals affirmed. The court
ruled that the Ninth Circuit “has consistently held that state common law claims of unfair
competition and actions pursuant to California Business and Professions Code § 17200
are ‘substantially congruent” to claims made under the Lanham Act.” For reasons explained
in the portion of Cleary reproduced below, the court held the plaintiff's Lanham Act claim
had been properly dismissed, and thus its state law unfair competition claims had been
as well. In support of his infliction of emotional distress claims, the plaintiff asserted that
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Scott, Foresman had “deleted his name unilaterally and without notice to him” and that
it had “failed to make a bona fide attempt to determine whether his name could be deleted
at their discretion.” The court, however, ruled that the “tort of intentional infliction of
emotional distress requires a showing of outrageous conduct resulting in severe emotional
distress. . . . Cleary has failed to produce sufficient evidence establishing either outrageous
conduct, severe distress or, for that matter, any other element of this cause of action.”
Thus, the court ruled that summary judgment had been granted properly on this issue
too.

Smith v. Montoro, 648 F.2d 602 (9th Cir. 1980)

PREGERSON, CIRCUIT JUDGE

This is an appeal from a judgment granting defendant’s motion to dismiss under
Fed.R.Civ.P. 12(b)(6) for failure to state a federal claim. The district court held
that the complaint did not allege facts sufficient to constitute a violation of section
43(a) of the Lanham Act, 15 U.S.C. § 1125(a). Appellant argues that the district
court erred since the acts alleged in the complaint are the economic equivalent
of “palming off,” or misuse of a trade name, thus meeting the district court’s
standard for stating a claim under section 43(a). For the reasons stated below,
we reverse.

Background

Paul Smith contracted to star in a film to be produced by Producioni Atlas
Cinematografica (“PAC”), an Italian film company. The contract allegedly pro-
vided that Smith would receive star billing in the screen credits and advertising
for the film and that PAC would so provide in any subsequent contracts with
distributors of the film. PAC then licensed defendants Edward Montoro and Film
Venture International, Inc. (“FVI”) to distribute the film in this country under
the name “Convoy Buddies.” Plaintiff complains, however, that Montoro and FVI
removed Smith’s name and substituted the name of another actor, “Bob Spencer,”
in place of Smith’s name in both the film credits and advertising material. Plaintiff
alleges that, as a result of defendants’ substitution, plaintiff has been damaged in
his reputation as an actor, and has lost specific employment opportunities.

The complainant sought damages under several theories, including breach of
contract, “false light publicity,” violation of section 43(a) of the Lanham Act. . ..
There being no diversity of citizenship, federal subject matter jurisdiction was
based solely on plaintiff’s Lanham Act claim. . ..

In proceedings held on May 1, 1978, the district judge explained his “tentative
view” that defendants” motion should be granted and the complaint dismissed as
“not stating a valid cause of action under the Lanham Act.” While noting “there
are many diverging interpretations of the Lanham Act” and that “some courts
give a broad construction to it regarding it as a remedial kind of statute,” the
judge stated that “[i]t is my view . .. that the Lanham Act is limited in its scope
and intent to merchandising practices in the nature of, or economically equivalent
to, palming off one’s goods as those of a competitor, and/or misuse of trademarks
and trade names.” According to the district court, the acts alleged in the com-
plaint are not the economic equivalent of palming off or misuse of a trademark
or trade names. The acts are more in the nature of breaches of contract or tort
which are properly the subject of state law. There is certainly in this case no
intent to divert a competitor’s business by misleading consumers. Plaintiff’s claim
is not that his name was misused, but that it wasn’t used at all. Therefore, the
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nature of the misrepresentation alleged in this case, in my view, is not within
the intended scope of the statute.

As an “alternative ground” for dismissal of the Lanham Act claim, the district
court indicated that “there is an issue additionally of the plaintiff’s standing to
bring this suit under the Lanham Act since the plaintiff is not in any sort of
competition with the defendants.” Shortly after the hearing, the court issued a
minute order stating that defendants” motion to dismiss was granted. Judgment
was entered on May 5, 1978. . ..

Discussion

A. Elements of a Claim under Section 43(a)

Section 43(a) of the Lanham Act, 15 U.S.C. § 1125(a), forbids the use of false
designations of origin and false descriptions or representations in the advertising
and sale of goods and services. See New West Corp. v. NYM Co. of Cal., Inc.,
595 F.2d 1194, 1198 (9th Cir. 1979). The statute provides in pertinent part as
follows:

Any person who shall affix, apply, or annex, or use in connection with any goods
or services . . . a false designation of origin, or any false designation or representation
... and shall cause such goods or services to enter into commerce . . . shall be liable
to a civil action . . . by way person who believes that he is or is likely to be damaged
by the use of any such false designation or representation.

Appellant argues that defendants violated section 43(a) by affixing or using “a
false designation or representation,” i.e., another actor’s name in place of appel-
lant’s, in connection with the movie’s advertising and credits. Appellant claims
standing under section 43(a) as a person “who believes that he is or is likely to
be damaged” by the use of another actor’s name in place of his. Thus, appellant’s
claim, although one of first impression, appears to fall within the express language
of section 43(a).

The district court appears to have rejected appellant’s argument on the ground
that, to state a claim under section 43(a), a complaint must allege merchandising
practices “in the nature of, or economically equivalent to, palming off . . . and/or
misuse of trademarks and trade names.”

“Palming off” or “passing off” is the selling of a good or service of one’s own
creation under the name or mark of another. See 2 J. McCarthy, Trademarks
and Unfair Competition § 25.1 (1973); 1 R. Callman, Unfair Competition, Trade-
marks and Monopolies, § 18.2(b)(1), at 294 (1980 Supp. to 3d ed.). Passing off
may be either “express” or “implied.” Express passing off occurs when an en-
terprise labels goods or services with a mark identical to that of another enter-
prise, or otherwise expressly misrepresents that the goods originated with
another enterprise. Implied passing off occurs when an enterprise uses a com-
petitor’s advertising material, or a sample or photograph of the competitor’s prod-
uct, to impliedly represent that the product it is selling was produced by the
competitor. 1 R. Callman, supra. Such practices have consistently been held to
violate both the common law of unfair competition and section 43(a) of the Lan-
ham Act. See id.; 2 J. McCarthy, supra, § 25.1; and cases cited infra.
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To the extent that the district court’s standard for section 43(a) claims could
be read as limiting such claims to cases of palming off, such a narrow rule would
be contrary to established case law. As one commentator has explained, the law
of unfair competition and trademarks “has progressed far beyond the old concept
of fraudulent passing off, to encompass any form of competition or selling which
contravenes society’s current concepts of fairness’....” 2 J. McCarthy, supra, §
25:1. See also, e.g., L & L White Metal Casting Corp. v. Joseph, 387 F.Supp. 1349,
1356 (E.D.N.Y. 1975) (“The purpose of [section 43(a)] was to create a new federal
cause of action for false representation of goods in commerce in order to protect
persons engaged in commerce from, among other things, unfair competition,
fraud and deception which had theretofore only been protected by the common
law. While this section is broad enough to cover situations involving the common
law ‘palming off” of the defendants’ products by the use of the plaintiff’s photo-
graphs, it is also comprehensive enough to include other forms of misrepresen-
tation and unfair competition not involving ‘palming off.” ”) (citations omitted).

The district court’s ruling was entirely consistent with the vast majority of
section 43(a) cases, however, to the extent that it indicated that a section 43(a)
claim may be based on economic practices or conduct “economically equivalent”
to palming off. Such practices would include “reverse passing off,” which occurs
when a person removes or obliterates the original trademark, without authori-
zation, before reselling goods produced by someone else. See “Borchard, Reverse
Passing Off—Commercial Robbery or Permissible Competition?”, 67 Trademark
Rep. 1 (1977). Reverse passing off is accomplished “expressly” when the wrong-
doer removes the name or trademark on another party’s product and sells that
product under a name chosen by the wrongdoer. See 1 R. Callman, supra, §
18.2(b)(1). “Implied” reverse passing off occurs when the wrongdoer simply re-
moves or otherwise obliterates the name of the manufacturer or source and sells
the product in an unbranded state. Id.

In the instant case, appellant argues that the defendants™ alleged conduct con-
stitutes reverse passing off and that appellant’s complaint therefore stated a sec-
tion 43(a) claim even under the district court’s own standard. Appellees argue,
however, that the protection afforded by the Lanham Act is limited to “sales of
goods” and does not extend to claims that a motion picture shown to the public
might contain false information as to origin.

The short answer to appellees” argument is that the Lanham Act explicitly
condemns false designations or representations in connection with “any goods or
services.” The prohibitions of this section have been applied to motion picture
representations. See, e.g., Dallas Cowboys Cheerleaders, Inc. v. Pussycat Cinema
Ltd., 467 F. Supp. 366 (S.D.N.Y.), aff'd, 604 F.2d 200 (2d Cir. 1979). Moreover,
the names of movie actors and other performers may, under certain circum-
stances, be registered under the Lanham Act as service marks for entertainment
services. See, e.g., Re Carson, 197 U.S.P.Q. (BNA) 554 (Trademark Trial & App.
Bd. 1977); Re Ames, 160 U.S.P.Q. (BNA) 214 (Trademark Trial & App. Bd. 1966).
Although appellant has not alleged that his name is registered as a service mark,
registration of a trademark or service mark is not a prerequisite for recovery
under section 43(a). See New West Corp. v. NYM Co. of California, Inc., 595
F.2d 1194, 1198 (9th Cir. 1979) (“To recover for a violation of this section it is
not necessary that a mark or trade-mark be registered. The dispositive question
is whether the party has a reasonable interest to be protected against false ad-
vertising.”) (citations omitted).
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Appellant’s allegations of “reverse passing off” are analogous to those of other
complaints which have been held to state a cause of action under section 43(a).
For example, in Truck Equipment Service Co. v. Fruehauf Corp., 536 F.2d 1210
(8th Cir.), cert. denied, 429 U.S. 861 (1976), a farm equipment manufacturer used
photographs of a competitor’s grain trailer in its sales literature. In the photos,
the competitor’s labels were removed and the trailer was labeled as a product of
the defendant. The court rejected the defendant-appellant’s contention that the
use of the photos was not a false representation prohibited by section 43(a),
holding that the practice was “of the same economic nature as trademark in-
fringement.” 536 F.2d at 1216. The court also noted that “The use of another’s
product, misbranded to appear as that of a competitor [i.e., reverse passing off],
has been repeatedly found to be ‘a false designation of origin” actionable under
section 43(a).” Id.

In John Wright, Inc. v. Casper Corp., 419 F.Supp. 292 (E.D.Penn. 1976), aff d
in relevant part sub nom. Donsco, Inc. v. Casper Corp., 587 F.2d 602 (3d Cir.
1978), the court stated that section 43(a) “prohibits Teverse palming off," i.e.,
conduct whereby the defendant purchases or otherwise obtains the plaintiff’s
goods, removes plaintiff’s name and replaces it with his own.” 419 F. Supp. at
325. Similarly, in FRA S.p.A. v. SURG-O-FLEX of America, Inc., 415 F.
Supp. 421 (S.D.N.Y. 1976), the court denied a motion to dismiss, and reaffirmed
its previous grant of a preliminary injunction, based on allegations that a bandage
manufacturer’s former distributor violated section 43(a) by continuing to sell
boxes of the manufacturer’s bandages, after termination of the distributorship, by
pasting the distributor’s trademark over the manufacturer's name. Finally, in
Matsushita Electric Corp. v. Electric Corp. v. Solar Sound Systems Inc., 381 F.
Supp. 64 (S.D.N.Y. 1974), the court found a “clear violation” of section 43(a)
based on the defendant’s conduct in slightly modifying the control panel on
plaintiff’s radio, removing plaintiff’s nameplate to substitute defendant’s, and
scraping off the embossed labeling on the back.

According to appellant’s complaint, defendants not only removed appellant’s
name from all credits and advertising, they also substituted a name of their own
choosing. Appellees” alleged conduct therefore amounts to express reverse pass-
ing off. As a matter of policy, such conduct, like traditional palming off, is wrong-
ful because it involves an attempt to misappropriate or profit from another’s
talents and workmanship. Moreover, in reverse palming off cases, the originator
of the misidentified product is involuntarily deprived of the advertising value of
its name and of the goodwill that otherwise would stem from public knowledge
of the true source of the satisfactory product. See Borchard, supra, at 4; 1 J.
McCarthy, supra, § 3:5; F. Schechter, “The Rational Basis of Trademark Protec-
tion,” 22 Trademark Bull. 139, 144-45 (1927), reprinted in 60 Trademark Rep.
334, 337 (1970). The ultimate purchaser (or viewer) is also deprived of knowing
the true source of the product and may even be deceived into believing that it
comes from a different source. Borchard, supra, at 4-5.

In the film industry, a particular actor’s performance, which may have received
an award or other critical acclaim, may be the primary attraction for moviegoers.
Some actors are said to have such drawing power at the box office that the
appearance of their names on the theater marquee can almost guarantee financial
success. Such big box office names are built, in part, through being prominently
featured in popular films and by receiving appropriate recognition in film credits
and advertising. Since actors” fees for pictures, and indeed, their ability to get
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any work at all, is often based on the drawing power their name may be expected
to have at the box office, being accurately credited for films in which they have
played would seem to be of critical importance in enabling actors to sell their
“services,” i.e., their performances. We therefore find that appellant has stated a
valid claim for relief under section 43(a) of the Lanham Act.

B. Standing under the Lanham Act

As an alternative ground for dismissal, the district court raised the issue of the
plaintiff’s standing to sue, on the ground that appellant was “not in any sort of
competition” with the defendants. On this appeal, appellees contend that appel-
lant has no standing to sue under the Lanham Act since appellant is not a mem-
ber of a “purely commercial class.” We reject this argument and hold that
appellant is entitled to press his claim for “false representation” in federal court
under section 43(a).

On its face, section 43(a) gives standing to sue to “any person who believes
that he is or is likely to be damaged.” See L’Aiglon Apparel Co. v. Lana Lobell,
Inc., 214 F.2d 649, 651 (3d Cir. 1954) (“It seems to us that Congress has defined
a statutory civil wrong of false representation of goods in commerce and has
given a broad class of suitors injured or likely to be injured by such wrong the
right to relief in the federal courts.”). The word “person” in section 43(a) includes
“juristic persons” (e.g., firms, corporations, unions, and associations) as well as
“natural persons.” 15 U.S.C. § 1127. Moreover, the plaintiff under section 43(a)
need not be in actual competition with the alleged wrongdoer. See Fleischmann
Distilling Corp. v. Maier Brewing Co., 314 F.2d 149, 151 (9th Cir.), cert. denied,
374 U.S. 830 (1963); F.E.L. Publications, Ltd. v. National Conference of Catholic
Bishops, 466 F. Supp. 1034, 1044 (N.D.Ill. 1978); Mortellito v. Nina of California,
Inc., 335 F. Supp. 1288, 1294 (S.D.N.Y. 1972).

The Second Circuit has ruled that section 43(a) does not give standing to
consumers. Colligan v. Activites Club of New York, Ltd., 442 F.2d 686 (2d Cir.),
cert. denied, 404 U.S. 1004 (1971). This reading of section 43(a) has been sharply
criticized. See, e.g., 2 J. McCarthy, supra, § 27:5. At any rate, however, it is clear
that appellant, as one in the business of providing his talents for use in the
creation of an entertainment product, is uniquely situated to complain of injury
resulting from a film distributor’s misidentification of appellant’s contribution to
the product. According to one commentator, the “dispositive question” as to a
party’s standing to maintain an action under section 43(a) is whether the party
“has a reasonable interest to be protected against false advertising.” 1 R. Callman,
supra, § 18.2(b), at 625 (3d ed. 1967). See also New West Corp. v. NYM Co. of
Calif,, Inc., 595 F.2d 1194, 1198 (9th Cir. 1979). The vital interest of actors in
receiving accurate credit for their work has already been described. Accordingly,
we hold that appellant has standing to sue in federal court based on defendants’
alleged violation of section 43(a). . . .

Conclusion

As the district court stated, a section 43(a) claim may be based on practices or
conduct “economically equivalent” to palming off. We find that appellant did
state such a claim by alleging that defendants engaged in conduct amounting to
“express reverse palming off.” Since appellant also has standing to sue under
section 43(a), the district court’s dismissal of the complaint for failure to state a
federal claim is reversed. . . .
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Lamothe v. Atlantic Recording Corporation, 847 F.2d 1403 (9th Cir.
1988)

THOMPSON, CIRCUIT JUDGE

Robert M. Lamothe and Ronald D. Jones appeal from the district court’s grant
of summary judgment in favor of Robinson L. Crosby and Juan Croucier, and
Atlantic Recording Corp., Marshall Berle, Time Coast Music, Ratt Music, Chap-
pell Music Co., Rightsong Music, Inc., Stephen Pearcy, Warren de Martini, Rob-
ert Blotzer, and WEA International, Inc. The district court held that summary
judgment was appropriate because Lamothe and Jones failed to establish that
section 43(a) of the Lanham Act, 15 U.S.C. § 1125(a), provides relief to co-authors
whose names have been omitted from a record album cover and sheet music
featuring the co-authored compositions. Because the court concluded that no
federal cause of action existed, the court also dismissed the plaintiffs’ pendent
state law claims for an accounting, defamation, and misattribution of authorship.
We .. .reverse. ...

II. Facts

Viewing the evidence in the light most favorable to Lamothe and Jones, the
nonmoving parties, the facts pertinent to this appeal are that Lamothe, Jones and
Crosby are co-authors of two songs entitled “Scene of the Crime,” and “I'm
Insane.” These works were composed while Lamothe, Jones and Crosby were
members of a band called Mac Meda. After Mac Meda disbanded, Crosby joined
another musical group called RATT. While Crosby was a member of RATT, he
and Juan Croucier licensed the songs at issue to Time Coast Music, which in
turn sub-licensed the songs to other of the defendants in this case, including
Atlantic Recording. In 1984, Atlantic released an album by the group RATT
entitled “Out of the Cellar,” which included the recordings of the songs “Scene
of the Crime” and “T'm Insane.” Because of the popularity of this album, the
music and lyrics for all compositions on the album were released in sheet music
form by the sub-licensee Chappell Music Co. In both versions (album and sheet
music), authorship of the music and lyrics of “I'm Insane” was attributed solely
to Robinson Crosby and the music and lyrics of “Scene of the Crime” were
attributed to Robinson Crosby and Juan Croucier. Neither Robert Lamothe nor
Ronald Jones received credit for their roles in the writing of these songs.

II1. Analysis

... The principal issue on appeal is whether Lamothe and Jones have stated
a claim under section 43(a) of the Lanham Act. ...

The Lanham Act’s prohibition of false designations or representations reaches
either goods or services sold in interstate commerce. Smith v. Montoro, 648 F.2d
602, 605 (9th Cir. 1981). It has been applied to motion picture representations,
id., and the defendants cite no case holding that it does not similarly reach
musical compositions. We also note that “[t]o recover for a violation of [section
43(a)] it is not necessary that a mark or trade-mark be registered. The dispositive
question is whether the party has a reasonable interest to be protected against
false advertising.” Id. (quoting New West Corp. v. NYM Co. of Cal., 595 F.2d
1194, 1198 (9th Cir. 1979)); see also Smith, 648 F.2d at 605 n.3 (collecting cases
describing reach of section 43(a)). Finally, we recently have made clear that in



134 + LAW AND BUSINESS OF THE ENTERTAINMENT INDUSTRIES

cases involving false designation, the actionable “conduct must not only be unfair
but must in some discernable way be competitive.” Halicki v. United Artists
Communications, Inc., 812 F.2d 1213, 1214 (9th Cir. 1987). In the present case,
the plaintiffs clearly have a legitimate interest in protecting their work from being
falsely designated as the creation of another. The defendants do not dispute that
the plaintiffs and Crosby are competitors in the relevant market. Having deter-
mined that the plaintiffs have an interest protected by the Lanham Act, we turn
our attention to whether the defendants” conduct in this case constitutes a vio-
lation of section 43(a).

1. Prohibited Conduct Under Section 43(a)

... The Lanham Act applies to two different types of unfair competition in
interstate commerce. The first is “palming off” or “passing off,” which involves
selling a good or service of one person’s creation under the name or mark of
another. Smith v. Montoro, 648 F.2d 602, 604 (9th Cir. 1981). Section 43(a) also
reaches false advertising about the goods or services of the advertiser. U-Haul
Int’l, Inc. v. Jartran, Inc., 681 F.2d 1159, 1160 (9th Cir. 1982). Because we con-
clude that Lamothe and Jones, for purposes of surviving a motion for summary
judgment, have produced evidence satisfying the elements of a “reverse passing
off” claim, we need not decide whether the defendants™ actions also constitute
false advertising.

2. Passing Off

[In] [tlhe leading case in this circuit discussing the “passing off” doctrine em-
bodied in section 43(a) Smith v. Montoro, 648 F.2d 602 (9th Cir. 1981).. ..

[wle concluded . . . that by deleting Smith’s name from the film and advertising
materials and substituting the name “Bob Spencer,” the defendants had engaged
in express reverse passing off.

... In the present case, taking the allegations of the complaint as true, the
defendants engaged in express reverse palming off, by which they deprived La-
mothe and Jones of recognition and profits from the release of the two songs that
were their due.

The defendants” argument on appeal, reduced to its simplest form is that there
can be no express reverse passing off when the designation of a product’s source
is partially correct. Defendants argue that the failure to attribute authorship to
Lamothe and Jones is a “mere omission,” which is not actionable under section
43(a). We disagree. We do not read the “falsity” requirement in origination cases
so narrowly that a partially accurate designation of origin, which obscures the
contribution of another to the final product, is a permissible form of competition.
[n2—Several of the cases relied on by the defendants are not applicable to this
case. In those cases, removal of identifying letters or symbols from the product
of another manufacturer has been said not to violate the Lanham Act. . . . In this
case, however, the defendants did not simply remove all trace of the source of
the product, which might itself be actionable as implied reverse passing off. . ..
Rather the defendants applied an incomplete designation of the songs™ source.
Thus, the implied reverse passing off cases on which the defendants seek to rely
are not applicable.] . ..

In the present case, the defendants unilaterally decided to attribute authorship
to less than all of the joint authors of the musical compositions. Had the defen-
dants decided to attribute authorship to a fictitious person, to the group “RATT,”
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or to some other person, this would be a false designation of origin. It seems to
us no less “false” to attribute authorship to only one of several co-authors. . . .

The policies we identified in Smith, namely, ensuring that the producer of a
good or service receives appropriate recognition and that the consuming public
receives full information about the origin of the good, apply with equal force
here. An incomplete designation of the source of the good or service is no less
misleading because it is partially correct. Misbranding a product to only partially
identify its source is the economic equivalent of passing off one person’s product
under the name or mark of another. And the Smith case makes clear that in
assessing section 43(a) claims, courts are to consider whether the challenged
“practices or conduct [are] ‘economically equivalent” to palming off.” Smith, 648
F.2d at 605.

3. Liability of Licensees

... Atlantic Recording and the other licensees or sublicensees of Crosby and
Croucier argue that even if Lamothe and Jones have stated a section 43(a) claim,
they cannot be held liable because they are licensees. We disagree. Some of the
licensees may have been involved in affixing an incomplete designation of au-
thorship. These licensees would be liable under section 43(a) regardless of knowl-
edge. See 15 U.S.C. § 1125(a). The express language of section 43(a) also imposes
liability upon those who “with knowledge of the falsity of such designation of
origin, cause or procure the same to be transported or used in commerce.” Id.
The licensees have cited no case holding that a licensee is exempt from the
prohibitions of the Lanham Act. Whether the licensees affixed the incomplete
authorship or had knowledge of the false designation of origin are matters best
left to the trier of fact to resolve.

IV. Conclusion

Because we conclude that Summary judgment was inappropriate, we reverse
the decision of the district court and remand the case with instructions to rein-
state Lamothe’s and Jones’s federal causes of action. . . .

NOTE

Relief under Section 43(a) is essentially dependent on commercial injury. In the absence
of customer confusion or evidence of intentional deception, a plaintiff cannot recover
damages under Section 43(a). Bernbach v. Harmony Books, 48 U.S.P.Q.2d 1696, 1998 WL
726009 (S.D.N.Y. 1998) (Copyright Office registration erroneously listed a co-author; how-
ever, book as published listed only plaintiff, who made no showing of customer confusion
or economic harm).

As noted above, Dr. Cleary failed in his attempts to vindicate his claimed con-
tractual credit rights, and to recover for unfair competition and infliction of emo-
tional distress. As we see now, he also failed to convince the courts that he had
a claim under Section 43a of the Lanham Act.

Cleary v. News Corp., 30 F.3d 1255 (9th Cir. 1994)

WILL, SENIOR DISTRICT JUDGE (sitting by designation)

Dr. James W. Cleary sued News Corporation [the parent company of
HarperCollins and Scott, Foresman and Company], the publishers of Robert’s
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Rules of Order, under the Lanham Act, 15 U.S.C. § 1125, for alleged misattri-
bution of his work product. . . . For the following reasons, we affirm.

L Background

[The facts of this case are reproduced in the portion of this opinion that appears
above in the section of this book dealing with the right to claim credit by contract.
See Section 2.5.1.] . ..

The parties” primary factual disagreement focuses on the extent of the revisions
in the 1990 edition. The new edition was printed in a larger print type, which
changed the pagination. Cleary insists that any other changes were minor. In
evidence is a list of “buzz words™ with special significance only to Cleary, that
have remained in virtually identical places in the book. . .. In his declaration in
opposition to summary judgment, Cleary acknowledged that reviewers of the
1990 edition listed “14 important areas of revision” between the 1970 and 1990
editions. However, he asserts that these changes consist merely of additional
words, sentences or paragraphs; other than these few changes, he claims the text
is essentially the same as the 1970 version. Scott, Foresman, on the other hand,
insists that the 1990 edition is a major revision, and that the entire revision was
prepared by Robert III and Evans.

In evidence are two reviews of the 1990 edition, both published in Parliamen-
tary Journal. ... The reviewers each characterize the new edition as a book-
selling strategy, but discuss new and substantial changes in the edition. Also
included in evidence is a list of changes compiled by the Registered Parliamen-
tarian of Southern California. . .. This list, covering approximately the first half
of the 1990 edition, records each of 73 changes made since the 1980 edition. . . .

A. Lanham-Trademark Act Claim

Section 43(a) of the Lanham Act prohibits the use of false designations of origin
and false representations in the advertising and sale of goods and services. Smith
v. Montoro, 648 F.2d 602, 603 (9th Cir. 1981). Cleary argues that the defendants
violated § 43(a) when they removed his name from the title page of Robert’s
Rules, after crediting him for twenty years.

Scott, Foresman argues that because Cleary signed a contract containing a
“work for hire” agreement, Scott, Foresman had no obligation to provide title
credit in the 1970 edition, or any subsequent edition. Under copyright law, a
work for hire clause vests all authorship rights in the employer. 17 U.S.C. §
201(b). Consequently, because the employer is considered the author of the work,
once authorship rights are relinquished through a work for hire contract provi-
sion, the right to attribution is also relinquished unless that right is reserved
explicitly in the contract. See, e.g., Vargas v. Esquire, Inc., 164 F.2d 522, 524—
27 (7th Cir. 1947) (holding that an artist could not claim a right of attribution
against a magazine sounding in contract or unfair competition where the artist
granted the magazine all rights to his drawings in exchange for monthly com-
pensation); Nelson v. Radio Corp. of Am., 148 F. Supp. 1 (S.D.Fla. 1957) (denying
a singer a right to attribution in the absence of an agreement to provide label
credit, where the court found a master-servant relationship between the singer
and the recording company).

Cleary’s contract with Scott, Foresman contained an explicit “work for hire”
clause and did not mention giving Cleary title credit. ... Thus, when Cleary
agreed to “work for hire,” Scott, Foresman became the author of all material
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written by Cleary and, therefore, under the contract was not obligated to provide
Cleary with title credit for his work.

Without conceding the point, Cleary argues that even if he did not have a
contractual right to attribution, the Lanham Act nevertheless protects against
misattribution. This Circuit has long recognized a form of misattribution or “re-
verse passing off” in the context of § 43(a) of the Lanham Act. See Summit Mach.
Tool Mfg. Corp. v. Victor CNC Sys., Inc., 7 F.3d 1434, 1437 (9th Cir. 1993); Shaw
v. Lindheim, 919 F.2d 1353, 1364 (9th Cir. 1990); Lamothe v. Atlantic Recording
Corp., 847 F.2d 1403, 1406 (9th Cir. 1988); Smith v. Montoro, 648 F.2d 602, 607
(9th Cir. 1981). “Reverse passing off” or “reverse palming off” occurs when a
product is mislabeled to mask the creator’s contribution. Moreover, “failure to
attribute authorship to a co-author resulting in only partially accurate designation
of origin constitutes reverse palming off within the ambit of Section 43(a).” Ro-
senfeld v. W. B. Saunders, 728 F. Supp. 236, 243 (S.D.N.Y.) (citing Lamothe, 847
F.2d at 1407), off d, 923 F.2d 845 (2d Cir. 1990).

Cleary argues that removing his name from the title page after giving him
credit for twenty years is “reverse passing off,” since Scott, Foresman omitted
his name from the title page of the 1990 edition even though it is essentially the
same text as the earlier versions that bore his name. Thus, Cleary urges this
Court to hold that the Lanham Act protects an author against an inaccurate
designation of authorship despite the fact that the author expressly contracted
away the right to attribution.

This circuit has never considered the rule urged by Cleary. Consistent with
Cleary’s argument, the case law does suggest that the Lanham Act does not create
a duty of express attribution, but does protect against misattribution. See, e.g.,
Morita v. Omni Publications Int’l Ltd., 741 F.Supp. 1107, 1114 (S.D.N.Y. 1990)
(citing Lamothe v. Atlantic Recording Corp., 847 F.2d 1403 (9th Cir. 1988)),
vacated, 760 F.Supp. 45 (1991); see also 2 Paul Goldstein, Copyright § 15.24.2.2
(1989) (“even an author who has no right against nonattribution may have a right
against misattribution [under section 43(a) of the Lanham Act].”). Yet none of
these cases involved situations where the original author had contracted away
attribution rights through a work for hire clause, and Cleary has failed to cite
any case which directly supports his proposed rule.

In fact, the case most nearly on point is Vargas v. Esquire, Inc., 164 F.2d 522
(7th Cir. 1947). . ..

Vargas, however, was decided prior to the enactment of the Lanham Act.
Moreover, in Vargas, Esquire, after several years of publishing the artist’s pic-
tures with his signature, began publishing his pictures without it. By contrast, in
this case, Scott, Foresman, after several years of attributing assistance authorship
to Cleary and two other authors, removed Cleary’s name and published the 1990
edition with only Robert III's and Evans’ names. Consequently, Vargas did not
consider the precise issue posed in this case: whether a right against misattri-
bution can be found despite a work for hire agreement when the party with
whom the Lanham Act plaintiff initially contracted actually gave that plaintiff
attribution credit.

We need not decide, however, if the Lanham Act grants Dr. Cleary a right
against misattribution in the context of this case. Assuming arguendo that he
originally possessed such a right and did not contract it away through the work
for hire agreement, we conclude that it was not violated by Scott, Foresman.

This circuit has established a rigorous test for proving “reverse passing off”
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under the Lanham Act. It is not enough that the misattributed material is “sub-
stantially similar;” instead, there must be “bodily appropriation.” Shaw, 919 F.2d
at 1364. . ..

While adopting a “bodily appropriation” test in “reverse passing off” cases, we
have not provided an exact definition of “bodily appropriation” in those cases. In
Shaw, we cited Smith and Lamothe for the proposition that the “reverse passing
off” doctrine is limited to two situations:

Reverse passing off is accomplished “expressly” when the wrongdoer removes the
name or trademark on another party’s product and sells that product under a name
chosen by the wrongdoer. “Implied” reverse passing off occurs when the wrongdoer
simply removes or otherwise obliterates the name of the manufacturer or source
and sells the product in an unbranded state.

... However, in Summit, we recognized that “ Ta] defendant may also be guilty
of reverse palming off by selling or offering for sale another’s product that has
been modified slightly and then labelled with a different name.”” 7 F.3d at 1437
(quoting Roho Inc. v. Marquis, 902 F.2d 356, 359 (5th Cir. 1990)).

In the copyright context we have defined “bodily appropriation” as the “cop-
ying or unauthorized use of substantially the entire item.” Harper House, Inc. v.
Thomas Nelson, Inc., 889 F.2d 197, 205 (9th Cir. 1989). We consider this defi-
nition useful in the Lanham Act context, because, consistent with our decisions
in Shaw and Summit, it recognizes that slight modifications of a product might
cause customer confusion, while products which are merely generally similar will
not.

While the 1990 edition of Robert’s Rules is similar in many respects to the
1970 edition, the changes between the editions are not so slight that the 1990
edition can be considered a “bodily appropriation” of the 1970 edition. Cleary
correctly argues that “a Lanham Act Section 43 [claim] can [not] be lawfully
defeated by resort to the sprinkling of a few neat sentences here and there or
the making of trivial deletions.” He then concludes that his “textual work product
has been bodily carried over to the so-called new 1990 Edition.” ... But the
evidence establishes that the revisions to the 1990 edition were more significant.
The preface to the 1990 edition states that the “text of the previous edition
remains intact except where specific revisions or insertions have been made” and
then lists 14 “important areas of revision.” Further, in a review of the 1990
edition, Bernard Sussman noted:

There are, however, some additions, and contrary to the usual hype there are also
some changes from the rules previously taught. Already a number of parliamentar-
ians have distributed helpful lists of changes, corresponding page numbers, and
other notes about the new edition.

... In another review, Dr. Greg Phifer carefully delineated all 14 areas of revision
and concluded, “Evans and Robert add more explanations, more definitions, more
rules to memorize—more of everything.” . ..

Viewing the evidence in the light most favorable to Cleary, which must include
the reviews of the 1990 edition, we are persuaded that there were, at the least,
some major changes between the 1970 and 1990 editions. Even if Cleary com-
pletely wrote fifteen of the twenty chapters contained in the 1970 edition as he
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claims . .., the vast majority of the twenty chapters were revised in some way
in the 1980 and 1990 editions. Granted some of these revisions involved merely
changing words, but many of them involved additional sentences, paragraphs, or
pages of explanation, and some changes, although brief, reversed or altered pre-
vious rules. These changes would put readers on notice that this new edition is
not merely a near verbatim copy of the 1970 edition expanded through a larger
print type. Because the 1990 edition is more than a slight modification of the
1970 edition, the district court properly granted summary judgment as to Cleary’s
Lanham Act claim. [n4—We note that where the plaintiff complains of misattri-
bution of a work that consists solely of revisions to a previous work, the more
appropriate approach might be to consider whether the revisions written by the
plaintiff were bodily appropriated, instead of whether the work as a whole was
a bodily appropriation. Under this approach, the plaintiff would prevail if he
could establish that his part of the book was included in the new edition in
verbatim or near verbatim form. However, while Cleary stated that he wrote
fifteen of the twenty chapters, he never established which chapters he actually
did write. In addition, as discussed above, significant changes were made to the
majority of chapters, leading us to conclude that the portions of the 1970 edition
written exclusively by Cleary were not bodily appropriated.]

Parenthetically, we note that, even if we were to apply a less demanding “con-
sumer confusion” standard as urged by the appellants and employed by the Sec-
ond Circuit, among others, Cleary would not prevail. In Rosenfeld v. W. B.
Saunders, 728 F. Supp. 236 (S.D.N.Y.), aff d, 923 F.2d 845 (2d Cir. 1990), a case
strikingly similar to this one, the plaintiff claimed that the editor of a medical
treatise’s third edition failed to give proper credit to the author of the treatise’s
first edition, and had thus engaged in reverse passing off. Denying the claim for
injunctive relief, the district court held that the edition’s editor had accurately
described the author’s prior participation in the preface to the new edition, mit-
igating any possible confusion. The court also emphasized that the work was not
a “mass market” book; sophisticated purchasers of reference works are generally
aware that “a treatise by definition typically builds upon previous works in the
field. ...” Id. at 244.

Robert’s Rules, like the medical treatise at issue in Rosenfeld, is not a “mass
market” book. Its audience is apt to be highly sophisticated, and likely to be
familiar with earlier editions of the work. Moreover, Cleary’s past contribution
to the 1970 edition was mentioned accurately, if briefly, in the 1990 introduction.
Accordingly, the district court did not err when it granted summary judgment
to the defendants on the Lanham Act claim. . . .

Artists Visual Rights Act of 1990, Copyright Act §§ 106A and 101 (17 U.S.C. §§
106A and 101)

§106A. Rights of certain authors to attribution and integrity

(a) Rights of attribution and integrity. . . . [TThe author of a work of visual art—

(1) shall have the right—(A) to claim authorship of that work. . . .

(3) The rights described in paragraph [ ] (1). .. of subsection (a) shall not apply
to any reproduction, depiction, portrayal, or other use of a work in, upon, or in any
connection with any item described in subparagraph (A) or (B) of the definition of
“work of visual art” in section 101. . ..
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(e) Transfer and waiver.

(1) The rights conferred by subsection (a) may not be transferred, but those rights
may be waived if the author expressly agrees to such waiver in a written instrument
signed by the author. Such instrument shall specifically identify the work, and uses
of that work, to which the waiver applies, and the waiver shall apply only to the
work and uses so identified. In the case of a joint work prepared by two or more
authors, a waiver of rights under this paragraph made by one such author waives
such rights for all such authors.

(2) Ownership of the rights conferred by subsection (a) with respect to a work of
visual art is distinct from ownership of any copy of that work, or of a copyright or
any exclusive right under a copyright in that work. Transfer of ownership of any
copy of a work of visual art, or of a copyright or any exclusive right under a copy-
right, shall not constitute a waiver of the rights conferred by subsection (a). Except
as may otherwise be agreed by the author in a written instrument signed by the
author, a waiver of the rights conferred by subsection (a) with respect to a work of
visual art shall not constitute a transfer of ownership of any copy of that work, or
of ownership of a copyright or of any exclusive right under a copyright in that work.
§101. A “work of visual art” is—

(1) a painting, drawing, print, or sculpture, existing in a single copy, in a limited
edition of 200 copies or fewer that are signed and consecutively numbered by the
author, or, in the case of a sculpture, in multiple cast, carved, or fabricated sculp-
tures of 200 or fewer that are consecutively numbered by the author and bear the
signature or other identifying mark of the author; or

(2) a still photographic image produced for exhibition purposes only, existing in
a single copy that is signed by the author, or in a limited edition of 200 copies or
fewer that are signed and consecutively numbered by the author.

A work of visual art does not include—

(A){i) any poster, map, globe, chart, technical drawing, diagram, model, applied
art, motion picture or other audiovisual work, book, magazine, newspaper, period-
ical, data base, electronic information service, electronic publication, or similar pub-
lication;

(ii) any merchandising item or advertising, promotional, descriptive, covering, or
packaging material or container;

(iii) any portion or part of any item described in clause (i) or (ii);

(B) any work made for hire; or

(C) any work not subject to copyright protection under this title.

2.5.2.2 Right to Disclaim Credit

Shostakovich v. Twentieth Century-Fox Film Corp., 196 Misc. 67, 80
N.Y.S.2d 575 (Sup. Ct. N.Y. County 1948)

KocH, JusTICE

Plaintiffs are composers of international renown. They are citizens and residents
of the Union of Soviet Socialist Republics. Defendant, a domestic corporation
has produced a picture known as “The Iron Curtain” which is now being exhib-
ited in theatres throughout this country. In the public mind, this title has come
to indicate the boundary between that part of Europe which is under the sov-
ereignty of, occupied by or under the influence of the U.S.S.R., as distinguished
from the rest of the continent. The picture depicts recent disclosures of espionage
in Canada attributed to representatives of the U.S.S.R. There is shown, prelim-
inarily, but not as part of the picture proper, as is customary in the showing of
motion pictures, the names of the players, the producer, the cameramen, and
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similar informative data. Included is this statement: “Music—From The Selected
Works of the Soviet Composers—Dmitry Shostakovich, Serge Prokofieff, Aram
Khachaturian, Nicholai Miashovsky—Conducted by Alfred Newman.” Such prac-
tice in the theatrical, advertising and kindred businesses is known as giving a
“credit line.” During the picture, music of the several plaintiffs is reproduced,
from time to time, for a total period of approximately 45 minutes. The entire
running time of the film is 87 minutes. The use of the music can best be de-
scribed as incidental, background matter. Aside from the use of their music nei-
ther the plot nor the theme of the play, in any manner, concerns plaintiffs. In
addition to the use of their names on the “credit lines” the name of one plaintiff
is used when one of the characters in the play is shown placing a recording of
this particular plaintiff’s music on a phonograph. Again this is incidental, the
name is mentioned in an appreciative, familiar fashion, the impression given
being that the character has come upon a record of a composition which he
recognizes and appreciates hearing. All the music, it is conceded, for the purposes
of this motion, is in the public domain and enjoys no copyright protection what-
ever.

Plaintiffs seek to enjoin pendente lite and permanently the use of their names
and music in the picture and in any advertising or publicity matter relating to
it. Only one cause of action is set forth in the complaint. Primarily, libel and
violation of the Civil Rights Law are charged. It may also be that the allegations
can be construed to spell out causes for (a) the deliberate infliction of an injury
without just cause and (b) a violation of plaintiffs’ moral rights as composers. In
addition to the injunctive relief a money judgment is asked.

On this motion plaintiffs base their rights to relief on these grounds: (1) the
provision for injunctive relief contained in § 51 of the Civil Rights Law; (2) the
injunctive power of this court to restrain publication of defamatory matter (Kous-
sevitzky v. Allen, Towne & Heath, 272 App.Div. 759, 69 N.Y.S.2d 432); (3) the
deliberate infliction of an injury without just cause (Advance Music Corporation
v. American Tobacco Co., 296 N.Y. 79, 70 N.E.2d 401, and (4) the violation of
plaintiffs” moral rights as composers. The Doctrine of Moral Right, etc., 53 Har-
vard Law Review, 554.

The application must be denied insofar as relief is sought under § 51 of the
Civil Rights Law. In Jaccard v. R. H. Macy & Co. Inc., 265 App.Div. 15, 37
N.Y.S.2d 570, it was held that the use of a designer’s name in advertising the
sale of a dress copied without her consent from her original, uncopyrighted de-
sign was not an invasion of the right of privacy protected by §§ 50 and 51 of the
Civil Rights Law. While the analogy between a dress design and plaintiffs” music
might be considered unfortunate by some, the legal principle is the same. Plain-
tiffs” compositions are similarly unprotected and the use of their names in con-
junction therewith is, therefore not subject to restraint under the Civil Rights
Law. The lack of copyright protection has long been held to permit others to use
the names of authors in copying, publishing or compiling their works. Clemens
v. Belford Clark & Co., C.C., 14 F. 728.

Passing to the right to injunctive relief restraining the publication of alleged
libelous matter, it is first noted that under the ancient doctrine of this state there
was no right to enjoin the publication of defamatory matter. Koussevitzky v. Allen,
Towne & Heath, 188 Misc. 479, 68 N.Y.S.2d 779. In affirming the denial of
injunctive relief in that case however, the Appellate Division, 272 App.Div. 759,
69 N.Y.S.2d 432, 433, in this department said, in a per curiam opinion: “Our
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affirmance . . . should not be construed as a determination by this court that in-
junctive relief may not be had to restrain the publication of defamatory state-
ments in a proper case.” Two questions are, therefore, presented for
consideration: (1) have plaintiffs been libeled; (2) if so, is this a proper case in
which to grant injunctive relief. The gravamen of plaintiffs’ charge is that by the
portrayal of the espionage activities of the representatives of the U.S.S.R. in
Canada and by the depicted disowning of these activities by one of these rep-
resentatives a picture with an anti-Soviet theme has been published. The use of
plaintiffs’ music in such a picture, it is argued, indicates their “approval,” “en-
dorsement” and “participation” therein thereby casting upon them “the false im-
putation of being disloyal to their country.” The court in the presence of and
with the consent of counsel for both sides has seen the picture. There is no
ground for any contention that plaintiffs have participated in its production or
given their approval or endorsement thereto. It is urged that the use of plaintiffs’
names and music “necessarily implies” their consent, approval or collaboration
in the production and distribution of the picture because “the public at large
knows that living composers receive payment for the use of their names and
creations in films.” The error in this reasoning is in the necessary implication.
No such implication exists, necessarily or otherwise, where the work of the com-
poser is in the public domain and may be freely published, copied or compiled
by others. Jaccard v. Macy & Co. Inc., supra; Clemens v. Belford, Clark & Co.,
supra. In the absence of such implication the existence of libel is not shown and
the drastic relief asked cannot be granted. Such is likewise the ruling if plaintiffs’
contention is that they are being used, unwillingly, as a means to disseminate
libelous matter. In such a case the pre-requisite of exercising the injunctive
power would again be a clear showing of the existence of libel.

The third and fourth grounds will be considered together. There is no longer
any doubt that the deliberate infliction of a wilful injury without just cause is
actionable. Advance Music Corporation v. American Tobacco Co., supra. The
wrong which is alleged here is the use of plaintiffs’ music in a moving picture
whose theme is objectionable to them in that it is unsympathetic to their political
ideology. The logical development of this theory leads inexcapably to the Doc-
trine of Moral Right (53 Harvard Law Review). There is no charge of distortion
of the compositions nor any claim that they have not been faithfully reproduced.
Conceivably, under the doctrine of Moral Right the court could in a proper case,
prevent the use of a composition or work, in the public domain, in such a manner
as would be violative of the author’s rights. The application of the doctrine pres-
ents much difficulty however. With reference to that which is in the public
domain there arises a conflict between the moral right and the well established
rights of others to use such works. Clemens v. Belford Clark & Co., supra. So,
too, there arises the question of the norm by which the use of such work is to
be tested to determine whether or not the author’s moral right as an author has
been violated. Is the standard to be good taste, artistic worth, political beliefs,
moral concepts or what is it to be? In the present state of our law the very
existence of the right is not clear, the relative position of the rights thereunder
with reference to the rights of others is not defined nor has the nature of the
proper remedy been determined. Quite obviously therefore, in the absence of
any clear showing of the infliction of a wilful injury or of any invasion of a moral
right, this court should not consider granting the drastic relief asked on either
theory. The motion is accordingly denied in all respects.
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NOTE

Subsequent to the breakup of the Soviet Union, recordings featuring famed cellist Mstis-
lav Rostropovich were licensed for U.S. distribution by a purported successor to the former
government’s state recording agency. The artist objected to such distribution. In Rostro-
povich v. Koch International Corp., 34 U.S.P.Q.2d 1609, 1995 U.S.Dist. LEXIS 2785; 1995
U.S. Dist. LEXIS 10696 (S.D.N.Y. 1995), the court held that Rostropovich was entitled to
a jury trial on the issue of whether the size and prominence of Rostropovich’s name and
likeness on the covers of CDs embodying his recordings were sufficient to constitute a
false endorsement under Section 43(a) of the Lanham Act.

Follett v. Arbor House Publishing Co., Inc., 497 F. Supp. 304 (S.D.N.Y.
1980)

SWEET, DISTRICT JUDGE

This action presents questions arising out of the intended publication by Arbor
House this fall of a book, The Gentlemen of 16 July, which Arbor House intends
to attribute to Follett as principal author, “with Rene Louis Maurice,” a pseu-
donym for three French authors. Follett has written Key to Rebecca, which will
also be published by New American this fall, and seeks to restrain Arbor House
from publishing The Gentlemen of 16 July and from using the currently proposed
authorship attribution. Arbor House seeks to restrain Follett, Morrow, and New
American from disparaging The Gentlemen of 16 July and its authorship attri-
bution. The principal statute involved is section 43 of the Lanham Act, 15 U.S.C.
§ 1125, and in varying degrees counsel agree that there is no directly relevant
precedent.

The issue for decision is both unique and fascinating, requiring the court to
consider the practices in the publishing industry with respect to authorship at-
tributions, the meteoric rise of Follett as a novelist, the distinction between cre-
ating and editing a literary work, and ultimately, the effect of all of this on the
public. Based upon the evidence that has been presented by highly skilled coun-
sel, at least one of whom has authored as well as litigated, an injunction must
issue requiring Arbor House to indicate that The Gentlemen of 16 July is a work
of nonfiction written by Rene Louis Maurice with Ken Follett, with attribution
to be equal and in chronological order—that is, with Rene Louis Maurice first.
The following constitutes the court’s findings of fact and conclusions of law.

Despite the difficulty in reaching the ultimate conclusions relating to creativity
and publishing integrity, the facts revealed by the testimony and the exhibits are
largely undisputed.

On July 16, 1976, Albert Spaggiari and his confederates began tunnelling un-
der the streets of Nice, France. By July 19, 1976, they had reached their goal, a
bank vault, and had removed some 60 million francs of property in various forms.
Subsequently, certain of the confederates were apprehended, as was Spaggiari.
On March 10, 1977, by a dramatic leap from a courthouse window, Spaggiari
escaped. These events were, of course, chronicled in the press at the time.

Shortly after the theft, three French journalists collaborated on a book-length
account of these events. This account was published in France as “Cinq Milliards
au Bout de 'Egout” under the attribution Rene Louis Maurice, the pseudonym
of the three reporters. Jean Claude Simoen certified in May 1977 that he was
the author of this work. Be that as it may, Clemens von Bezard, the director and
principal owner of the Star Agency Establishment (“Star”), a Liechtenstein com-
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pany engaged in publishing, acquiring and licensing literary rights, entered into
negotiations with Simoen. As a consequence of those negotiations, Bezard testi-
fied that he acquired the right to publish the account outside France. Bezard
translated the account into German and had it translated into English by Jeffrey
Robinson.

In the summer of 1977, Bezard communicated with his agent in England,
Burnett Rigg, to arrange for publication of the account by a British publisher.
As a consequence of Rigg’s efforts, William Collins Sons & Company Ltd. (“Col-
lins”) purchased the account for publication by Fontana Paperbacks, a division
of Collins.

At the same time, Follett became involved, also through Rigg who acted as
his agent. Follett had started his literary career by working as a reporter. By
1977 he had written ten books, including one children’s novel and two thrillers,
seven of which had been published under a byline other than Ken Follett. To
further his knowledge of his profession, he had sought and obtained employment
as an editor and had progressed to a position as deputy managing director of a
publishing house.

Rigg suggested to Collins and Star that Follett be given the translation to
review and, according to the final agreement between Star and Collins, to edit
the work and prepare it for publication. On July 12, Follett wrote to Rigg sug-
gesting that considerable work was required, including restructuring the story,
bringing style to the writing, exploiting the drama, developing the characters and
filling in gaps. On August 5, 1977, Simon King, on behalf of Collins, agreed to
pay Follett 850 pounds “for refashioning the typescript” as Follett had suggested,
on condition that Follett visit Nice to obtain background material. Thereafter
Follett went to work to revise the manuscript which was subsequently published
under the title The Heist of the Century.

Follett is an efficient, careful and diligent ex-reporter and editor. Fortunately
for this writer, his work is carefully detailed and explicit. First, he prepared his
“schema” for rewrite, a six-page document posing certain questions to which
Follett sought answers. He sent this to Bezard, and it was followed up by a trip
to Nice in September 1977.

In Nice, Follett was met by Bezard. They visited certain of the locations re-
ferred to in the account and were joined by Carolyn Atkinson, then a part-time
employee of Bezard. The next day, Saturday, was spent without progress on the
assignment, but on Sunday, Bezard, Follett and Atkinson met with Rene Cenni,
one of the journalists who had written the French account. Atkinson translated
and Follett meticulously recorded Cenni’s answers to the questions posed in the
“schema.” During this working luncheon, Follett requested by-line credit from
Bezard, a request casually and quickly granted in order not to raise the issue in
Cenni’s presence.

On his return Follett worked daily for twelve days using the Robinson trans-
lation, a second translation of the French account, newspaper clippings, his own
notes and the “schema.” The work when completed contained between 42,000
and 43,000 words on 160 printed pages. It was submitted to Rigg on September
26, 1977. King’s response in late November characterized the work as a “rewrite,”
“splendid,” and “terrific.”

Notwithstanding this reaction, the question of copyright and attribution was
not so satisfactorily resolved. King refused Follett's requested copyright, citing
Rigg, but agreed to credit Follett on the title page. Follett insisted on a copyright
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for his “rewrite,” claimed a further financial interest in the book, and implied
that legal action would be taken to enforce his position. Letters were exchanged
and then on May 22, 1978, David Grossman, Follett’s London agent, assured
King that no copyright claim would be made by Follett, and that the attribution
of “Rene Louis Maurice with Ken Follett” on the title page would be satisfactory
to Follett.

The Heist of the Century was published in England in the fashion just de-
scribed, namely “Rene Louis Maurice with Ken Follett” on the title page, and
the pseudonym alone on the cover. It was thereafter offered to at least seven
publishing houses in the United States by Zuckerman in May 1978. No publi-
cation ensued, and New American declined the book again in the fall of 1979.

Also in the fall of 1977, Follet contracted for the publication in the United
States of his book Storm Island, which had already come out in England. It was
retitled Eye of the Needle, and Arbor House, the publisher, embarked upon a
campaign to promote the book. The book was a great success, achieving best
seller status, and possessed what Donald Fine, the president and chief executive
officer of Arbor House, described as “narrative drive.” It was in the view of this
reviewer an exciting spy story, laid in England during World War IT with a
challenging plot animated, as Follett explained, not only by external events but
also by the characters of the protagonists. This was particularly so with respect
to its dramatic denouement.

Arbor House obtained an option for Follett’s next book, ultimately titled Triple,
a tale involving espionage relating to the establishment of nuclear capacity by
Israel. Follett had also conceived of a plot relating to Marshal Rommel’s desert
campaign and the espionage and counterespionage which was involved. Fine
liked the World War II plot better than Triple and urged Follett to let Arbor
House publish it. However, Follett decided to proceed with Triple partly, ac-
cording to Fine, to avoid being typed as an author writing only about the World
War II period. Triple was submitted to Arbor House in outline form late in 1978,
and the manuscript was delivered early in 1979. A dispute over editing ensued,
Follett threatened litigation to bar certain changes in the manuscript, the matter
was resolved, and Triple was published successfully, completing Follett’s obli-
gation to Arbor House.

Follett then contracted with New American for future works and received an
advance against royalties of $3,000,000 for his next three books. He delivered
the first of these, Key to Rebecca, the desert campaign book, early this year and
its publication this fall was announced to the trade in the spring. Key to Rebecca
will be a volume of 384 pages to be sold for $12.95.

In May 1980, Star, still claiming possession of the rights to The Heist of the
Century, retained Meredith to represent its interests in the United States. On
May 13, Star sent Fine the book to review for publication. Shortly after reading
it, Fine determined to publish the book as The Gentlemen of 16 July and entered
into a contract with Star which provided for a $25,000 advance royalty payment.
Fine knew of New American’s plans for the publication of Key to Rebecca in the
fall.

Arbor House has prepared a jacket for The Gentlemen of 16 July that has the
following authorship attribution.

by the author [of] TRIPLE and EYE OF THE NEEDLE
KEN FOLLETT
with Rene Louis Maurice
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Only Follett's name is listed on the spine portion of the jacket. The Gentlemen
of 16 July is expected to constitute 208 printed pages and to sell for $9.95.

No cases have been brought to the attention of the court relating to the ques-
tion of attribution, and the testimony established contrasting practices in the
publishing industry. Different attributions which frequently are used include “as
told to,” “by,” “with,” and co-authorship. One witness testified that there is no
difference between “by” and “with” with respect to attribution. There are in-
stances of publication of books under the name of one author actually written by
another, without attribution, or written entirely by one author with principal
attribution to another. These attributions are arrived at by negotiations with the
authors and the direction of the publisher. There was testimony that if the pub-
lisher possesses all the rights, the attribution is at his discretion.

Both Arbor House and Morrow plan to promote their respective Follett books
vigorously, have announced their intentions to the trade, and have invested sub-
stantial sums in the promotion and publication of their respective books. Both
books are scheduled for release this fall. All parties agree that the critical and
public success of each book will substantially affect sales of the other. No testi-
mony concerning public opinion was presented, and it is difficult, if not impos-
sible, to conceive how such evidence could be obtained as events now stand.

Much of the evidence, naturally, centered on an analysis of Follett's work
which resulted in the The Heist of the Century, retitled for United States pub-
lication as The Gentlemen of 16 July, including a line-by-line comparison of Fol-
lett's product and its principal predecessor, the Robinson version. What is
without challenge is that Follett added to the previous versions a prologue, an
epilogue, chapter headings, about half a page of analysis of Spaggiari’s psychology
obtained conveniently from a next-door neighbor of Follett’s who was a psy-
chologist, and details obtained from Cenni. It is also conceded that Follett elim-
inated the frequent use of flashback in favor of a chronological march of events,
and made alterations to Anglicize the references. In addition, the work was re-
written, and characterizations were sharpened. . . .

While there are a number of instances of re-writing of this kind, which enhance
the personalities of the characters for the reader, the characterizations themselves
remain essentially the same as depicted by the French authors. The incidents
reported are unchanged though the sequence is altered so that each follows
chronologically. There can be no doubt that to the reader of the English language,
The Heist of the Century is a more compelling version of the historical events
surrounding the Nice bank robbery than the Robinson translation. . . .

Although hired to edit according to the Star/Collins agreement, Follett did
more. Fine, a concerned and capable editor who is justly proud of his ability to
discern works of quality and even to improve them, drew the line between ed-
iting and authorship on a practical level. He noted that authors do not permit
editors to obtain authorship credit, as a practical matter, even if the revisions are
substantial. Here, Follett in fact rewrote the work. The language and presentation
of the work were substantially improved and altered. Follett sought and obtained
some authorship credit, though less than he felt he had earned at the time. . . .

Although the parties have attempted to frame the issues in this case in differ-
ent, and in some respects contradictory fashion, the controlling question is
whether the attribution to Ken Follett as the principal author of The Gentlemen
of 16 July constitutes a false representation and false designation of origin. . . .

In Gieseking v. Urania Records, Inc., 17 Misc.2d 1034, 155 N.Y.S.2d 171 (N.Y.
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Co. Sup. Ct. 1956), the court suggested that an author has a right under the New
York Civil Rights law to ensure that any attribution to him accurately reflects his
contribution to a manuscript. The court stated, “A performer has a property right
in his performance that it shall not be used for a purpose not intended, and
particularly in a manner which does not fairly represent his services.” By analogy,
it may well be that Follett is entitled to an accurate description of his role in
preparing The Gentlemen of 16 July. Any rights which he may hold in this regard
are co-extensive with his right under the Lanham Act, discussed below.

Arbor House and Meredith contend that the Lanham Act issues in this case
are controlled by a determination as to whether Follett’s version of The Heist of
the Century was copyrightable under the Copyright Act, 17 U.S.C. §§ 101 et seq.
They urge that Follett’s version could have been copyrighted, since in a non-
fiction work such as The Heist of the Century, the right to obtain a copyright
derives from the form of words in which events are recounted, and not from the
interpretation of the events themselves. See Hoehling v. Universal City Studios,
Inc., 618 F.2d 972 (2d Cir. 1980). Arbor House and Meredith point out that the
form of the manuscript after Follett's editing differs substantially from that which
he received as to the words used, the order of events, the development of char-
acters and the depiction of events, so that Follett’s edited version was copyright-
able. . ..

However, the analysis of whether an editing or rewriting of an existing man-
uscript is copyrightable should not control the Lanham Act issue presented here.
... Although an edited version would apparently be copyrightable so long as the
editor’s alterations were more than “merely trivial,” it could still be misleading
to designate that editor as the principal author of the work. Thus the fact that
Follett sought and might have been entitled to obtain a copyright interest in his
edited version is not dispositive of the issue before the court.

The parties have submitted conflicting evidence as to trade practices in the
publishing industry. Meredith and Arbor House contend that if an individual
makes a contribution to a literary work which bears certain indicia of authorship,
that person can be described as an author and the form of attribution rests within
the discretion of the publisher. Follett, New American and Morrow have pre-
sented evidence that even the substantial revisions performed by Follett amount
to no more than what is customarily performed by freelance editors. They con-
tend that such alterations rarely, if ever, result in the editor’s receiving authorship
credit.

These industry practices are largely irrelevant to the issues in this case. Even
if an attribution of authorship were consistent with industry practices, it would
nevertheless be illegal under the Lanham Act if it misrepresented the contri-
bution of the person designated as author.

The key issue, then, is whether the designation of authorship which Arbor
House proposes to utilize on the cover of The Gentlemen of 16 July constitutes
a violation of section 43(a) of the Lanham Act, 15 U.S.C. § 1125(a). . . . Section
43(a) is designed to provide a statutory cause of action for false description or
advertisement of goods by any person likely to be injured by such description
or advertising. . . . In order to determine whether a description or representation
is false, a court should first assess the meaning of particular representations and
then determine whether the claims made are false. . .. Where a description con-
cerning goods is unambiguous, the court can grant relief based on its own find-
ings of falsity without resort to evidence of the reaction of consumers of the
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goods. . . . Moreover, in order to obtain injunctive relief under the Lanham Act,
a plaintiff need only establish a “likelihood of confusion or a tendency to mis-
lead.” . ..

The attribution of authorship of The Gentlemen of 16 July as designated on
the cover and title page of the book and in Arbor House’s advertisements, con-
tains an unambiguous representation that Follett is the principal author of the
book. The name Ken Follett is printed in bold typeface approximately 15 mm.
high. The subtitle, “with Rene Louis Maurice,” is printed in much smaller type
and is only 6 mm. in height. Above Ken Follett's name, the notation “by the
author of TRIPLE and EYE OF THE NEEDLE” appears in type 4 mm. high.
The name Ken Follett appears on the spine of the book unaccompanied by any
reference to “Rene Louis Maurice.” This attribution clearly indicates that Ken
Follett is the principal author of the book.

The concept of authorship is elusive and inexact. Although I do not presuppose
to offer a definitive analysis of qualities which give rise to authorship, some such
definition is essential to a resolution of the issue before the court. The parties
have cited no cases in which the concept of authorship has been carefully dis-
sected, and this court has discovered none.

Arbor House and Meredith contend that Follett is the principal author of The
Gentlemen of 16 July because of his substantial contribution to the form of the
book. The actual words used in the final draft were supplied in large measure
by Follett. Follett altered the method of telling the story by shifting the chro-
nology and removing flashbacks. The characters are more vividly portrayed in
Follett’s edited version than in the draft he received. Follett has modulated the
unfolding of events carefully in order to achieve what Fine described as “nar-
rative drive” and to enhance the dramatic effect of the plot. Follett’s contribution
bears certain indicia of authorship. His alterations were substantial, and the fin-
ished product bears the mark of his style and craftsmanship.

Yet, these refinements are not sufficient to render Follett the principal author
of the book. Authorship connotes something more than style, form and narrative
approach. It includes a special element of creativity, of the definition of scope
and content. In this case, Follett received a fixed plot, a cast of characters and
a set of themes and reworked these elements to make them more palatable and
comprehensible to the intended audience. He neither conceived the framework
or format of the book, nor played a substantial role in selecting the material to
be included. Almost every significant occurrence, personality and theme can be
traced directly to the materials from which Follett worked.

As a result, although Follett’s revisions may have been more substantial than
those which an editor would ordinarily perform in correcting, polishing and re-
vising, it is misleading to depict him as the principal author of The Gentlemen
of 16 July. His contributions display none of the special creative attributes which
are associated with authorship. Thus, the representation that Follett is the prin-
cipal author of the book is literally false. . . .

The Lanham Act. . .is designed not only to vindicate “the author’s personal
right to prevent the presentation of his work to the public in a distorted form,”
... but also to protect the public and the artist from misrepresentations of the
artist’s contribution to a finished work.

Based on the facts found and legal conclusions reached, judgment will be
granted in favor of Follett, Morrow and New American. Although the court must
proceed cautiously in dictating the form of presentation of The Gentlemen of 16
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July, some accommodation is essential to assure that the public will not be misled
by the attribution of authorship, yet protect Arbor House’s legitimate commercial
interests in publication of the work. Arbor House will be required to give equal
attribution to Rene Louis Maurice and Ken Follett, in that order, and to indicate
on the cover and jacket that the work is non-fiction. . . .

King v. Innovation Books, 976 F.2d 824 (2d Cir. 1992)

MINER, CIRCUIT JUDGE

[The lower court granted famed author Stephen King preliminary injunction in
favor of plaintiff-appellee Stephen King, agreeing with King that defendants had]
falsely designated him as the originator of the motion picture “The Lawnmower
Man., . .. The injunction, which prohibits any use of King’s name “on or in con-
nection with” the movie, encompasses two forms of credit to which King ob-
jected: (i) a possessory credit, describing the movie as “Stephen King’s The
Lawnmower Man,” and (ii) a “based upon” credit, representing that the movie
is “based upon” a short story by King. For the reasons that follow, we affirm the
district court’s order to the extent that it prohibits use of the possessory credit,
but reverse the order to the extent that it prohibits use of the “based upon”
credit.

Background

In 1970, King wrote a short story entitled “The Lawnmower Man” (the “Short
Story”) [which] involves Harold Parkette, a homeowner in the suburbs. Parkette
begins to neglect his lawn after an incident in which the boy who usually mows
his lawn mows over a cat. By the time Parkette focuses his attention again on
his overgrown lawn, the boy has gone away to college. Parkette therefore hires
a new man to mow his lawn. The lawnmower man turns out to be a cleft-footed,
obese and vile agent of the pagan god Pan. The lawnmower man also is able to
move the lawnmower psychokinetically—that is, by sheer force of mind.

After starting the lawnmower, the lawnmower man removes his clothing and
crawls after the running mower on his hands and knees, eating both grass and a
mole that the mower has run over. Parkette, who is watching in horror, phones
the police. Using his psychokinetic powers, however, the lawnmower man directs
the lawnmower after Parkette, who is chopped up by the lawnmower’s blades
after being chased through his house. The Short Story ends with the discovery
by the police of Parkette’s entrails in the birdbath behind the home. In 1978,
King assigned to Great Fantastic Picture Corporation the motion picture and
television rights for the Short Story. The assignment agreement, which provided
that it was to be governed by the laws of England, allowed the assignee the
“exclusive right to deal with the [Short Story] as [it] may think fit,” including the
rights

(i) to write film treatments [and] scripts and other dialogue versions of all de-
scriptions of the [Short Story] and at all times to add to[,] take from[,] use[,] alterf,]
adapt . .. and change the [Short Story] and the title[,] characters[,] plot[,] theme][,]
dialoguel,] sequences and situations thereof. . . .

(ii) to make or produce films of all kinds . .. incorporating or based upon the
[Short Story] or any part or parts thereof or any adaptation thereof.
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In return, King received an interest in the profits of “each” film “based upon”
the Short Story.

In February 1990, Great Fantastic transferred its rights under the assignment
agreement to Allied [one of the defendants, another UK-based company, which]
commissioned a screenplay for a feature-length film entitled “The Lawnmower
Man.” The screenplay was completed by August 1990, and pre-production work
on the movie began in January 1991. By February 1991, Allied began to market
the forthcoming movie by placing advertisements in trade magazines and jour-
nals. The picture generally was described as “Stephen King’s The Lawnmower
Man,” and as “based upon” a short story by King. Actual filming of the movie
began in May 1991. About one month later, Allied, through its United States
subsidiary, licensed New Line, a domestic corporation with offices in New York
and California, to distribute the movie in North America. The licensing agree-
ment was concluded in California, and a press release announcing the distribu-
tion deal was issued from that state as well. New Line initially paid $250,000 for
the distribution rights, with an additional $2.25 million to be paid thereafter.

King learned of the forthcoming movie in early October 1991, from an article
in a film magazine. He then contacted Rand Holston, an agent handling King’s
film rights, in an attempt to gather information about the film; asked Chuck
Verrill, his literary agent, to obtain a “rough cut” of the movie; and instructed
Jay Kramer, his lawyer, to inform Allied that King did not like the idea of a
possessory credit (a form of credit apparently portended by the article).

By letter dated October 9, 1991, Kramer advised Allied that King “did not
want” a possessory credit to appear on the film. Kramer also requested a copy
of the movie and the tentative movie credits King was to receive. In another
letter to Allied dated October 21, 1991—written after Kramer secured a copy of
the movie’s screenplay—Kramer advised that “we emphatically object” to the
possessory credit contained in the screenplay, and noted that he had yet to re-
ceive a copy of the tentative credits.

It appears that King learned of New Line’s involvement with the film in No-
vember 1991. On King’s direction, Verrill contacted New Line for a copy of the
film. Verrill was informed that a copy would not be available until January 1992.
Verrill contacted New Line again on February 6, 1992, but this produced no
copy of the film either. Kramer and Holston shortly advised New Line, in a
February 18, 1992 telephone call with New Line’s President of Production Sara
Risher, that King was “outraged” that the movie was being described as “Stephen
King's The Lawnmower Man.”

In a February 28, 1992 letter, Kramer again insisted to Risher that the pos-
sessory credit was a “complete misrepresentation,” and attached copies of the
October 1991 letters sent to Allied. As of this time, New Line had paid the
balance of the price due to Allied for purchase of the distribution rights, had
expended about $7.5 million in advertising and marketing costs, and had become
committed to release the movie in theaters throughout North America.

On March 3, 1992—four days or so before release of the movie in theaters—
King viewed a copy of the movie in a screening arranged by Allied and New
Line. The protagonist of the two hour movie is Dr. Lawrence Angelo. Experi-
menting with chimpanzees, Dr. Angelo develops a technology, based on com-
puter simulation, known as “Virtual Reality,” which allows a chimp to enter a
three-dimensional computer environment simulating various action scenarios. Dr.
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Angelo hopes to adapt the technology for human use, with the ultimate goal of
accelerating and improving human intelligence.

Eventually, Dr. Angelo begins experimenting with his technology on Jobe, who
mows lawns in Dr. Angelo’s neighborhood and is referred to as “the lawnmower
man.” Jobe, a normal-looking young man, is simple and possesses a childlike
mentality. Dr. Angelo is able greatly to increase Jobe’s intellect with Virtual
Reality technology. However, the experiment spins out of control, with Jobe
becoming hostile and violent as his intelligence and mental abilities become
super-human. In the build-up to the movie’s climax, Jobe employs his newly
acquired psychokinetic powers to chase Dr. Angelo’s neighbor (a man named
Harold Parkette) through his house with a running lawnmower, and to kill him.
The police discover the dead man’s remains in the birdbath behind his home,
and, in the climax of the movie, Dr. Angelo destroys Jobe.

The film and advertising seen by King contained both possessory and “based
upon” credits. On the evening of March 3, after viewing the film, King wrote to
Holston:

I think The Lawnmower Man is really an extraordinary piece of work, at least
visually, and the core of my story, such as it is, is in the movie. I think it is going
to be very successful and T want to get out of the way. I want you to make clear
to [the] trolls at New Line Pictures that I am unhappy with them, but I am shelving*
any ideas of taking out ads in the trades or trying to obtain an injunction to stop
New Line from advertising or exploiting the picture. I would like to talk to you
late this week or early next about doing some brief interviews which will make my
lack of involvement clear, but for the time being, I am just going to step back and
shut up.
*At least for the time being.

In a March 23, 1992 letter, Kramer again advised Allied of King’s “long stand-
ing objection” to the possessory credit, and also took note of “the apparent failure
of [Allied] to inform New Line of Mr. King’s objection until the movie was about
to be released.” However, no objection to the “based upon” credit ever was
registered until May 20, 1992. From March through May 1992, New Line ex-
pended another $2.5 million in promotion and entered into certain hotel movie
and television commitments, as well as home video arrangements.

King initiated the instant suit on May 28, 1992, seeking damages as well as
injunctive relief. He claimed that the possessory and “based upon” credits vio-
lated section 43(a) of the Lanham Act, see 15 U.S.C. § 1125(a), as well as the
New York common law of unfair competition and contracts, the New York Gen-
eral Business Law, and the New York Civil Rights Law. A motion for preliminary
injunction was made on June 3, and a hearing was held on June 29.

The district court agreed with King on all of his claims and granted the in-
junction on July 2, concluding that the possessory credit was false on its face,
that the “based upon” credit was misleading, and that the irreparable harm el-
ement of a preliminary injunction action had been satisfied. The equitable de-
fenses of laches, estoppel and waiver interposed by Allied and New Line were
rejected.

The injunction prohibited use of King’s name “on or in connection with” the
motion picture, and by its terms encompassed both the possessory and “based
upon” credits. The injunction applied to distribution of the film by Allied abroad
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as well as by New Line in North America, either in theaters or on videocassette
or on television. We granted appellants’ application for a stay pending this ex-
pedited appeal, but conditioned the stay upon suspension of use of the possessory
credit. At oral argument counsel for New Line informed us that the videocas-
settes of the movie now in circulation contain only the “based upon” credit.

Discussion

L. Likelihood of Success on the Merits . . .
A. The Possessory Credit

We perceive no error in the district court’s conclusion that King is likely to
succeed on the merits of his objection to the possessory credit [under Section
43(a) of the Lanham Act, 15 U.S.C. § 1125(a) (1988)]. The district court was
entirely entitled to conclude, from the testimony at the preliminary injunction
hearing, that a possessory credit ordinarily is given to the producer, director or
writer of the film; and that the credit at a minimum refers to an individual who
had some involvement in, and/or gave approval to, the screenplay or movie itself.
In contrast to other films for which he has been given a possessory credit, King
had no involvement in, and gave no approval of, “The Lawnmower Man” screen-
play or movie.

Under the circumstances, therefore, the arguments advanced by [defendants]
as to why the possessory credit is not false—that the other movie credits make
clear that King was not the producer, director or writer of the film, and that
King has in the past received a possessory credit where he merely approved in
advance of the screenplay or movie—do not alter the conclusion that King is
likely to succeed on his challenge to the possessory credit. Appellants also con-
tend that King offered no evidence of public confusion in relation to the posses-
sory credit. As will be detailed in our discussion of irreparable harm, however,
there was some such evidence offered. In any event, as the district court rec-
ognized, no evidence of public confusion is required where, as is the case with
the possessory credit, the attribution is false on its face. See PPX Enterprises,
Inc. v. Audiofidelity Enterprises, Inc., 818 F.2d 266, 272 (2d Cir. 1987) (citations
omitted).

B. The “Based Upon” Credit

As the district court recognized, a “based upon” credit by definition affords
more “leeway” than a possessory credit. The district court nevertheless concluded
that the “based upon” credit at issue here is misleading and likely to cause
confusion to the public, reasoning in essence that the “climactic scene from the
Short Story is inserted into the film in a manner wholly unrelated to the Plot of
the film,” and that the credit “grossly exaggerates” the relationship between the
Short Story and the film. While particular findings of fact are subject to the
clearly erroneous standard of review, we have said that the weighing of factors
in “the ultimate determination of the likelihood of confusion is a legal issue
subject to de novo appellate review.” Hasbro, Inc. v. Lanard Toys, Lid., 858 F.2d
70, 75-76 (2d Cir. 1988) (citations omitted) (Lanham Act trade mark claim). We
believe that in so heavily weighing the proportion of the film attributable to the
Short Story in the course of finding the “based upon” credit to be misleading
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and confusing, the district court applied a standard without sufficient support in
the testimony and applicable law.

John Breglio, an attorney of the law firm of Paul, Weiss, Rifkind, Wharton &
Garrison specializing in entertainment law, testified as an expert witness for King.
Breglio opined that the term “based upon,” in the context of royalty obligations
under King’s assignment agreement, was not identical to the term “based upon”
in a movie credit. After speaking of a test of “substantial similarity” between the
literary work and movie, and opining that there was not substantial similarity
between the Short Story and the film, Breglio went on to state that the industry
standard for determining the meaning of a “based upon” movie credit is very
similar to that used by copyright lawyers in examining issues of copyright in-
fringement. Breglio further explained that this standard involved looking “at the
work as a whole and how much protected material from the underlying work
appears in the derivative work.”

Indeed, in cases of alleged copyright infringement it has long been appropriate
to examine the quantitative and qualitative degree to which the allegedly in-
fringed work has been borrowed from, and not simply the proportion of the
allegedly infringing work that is made up of the copyrighted material. See Harper
& Row v. Nation Enterprises, 471 U.S. 539, 565-66, 85 L. Ed. 2d 588, 105 S.
Ct. 2218 (1985) (citing Sheldon v. Metro-Goldwyn Pictures Corp., 81 F.2d 49, 56
(2d Cir.) (L. Hand, J.), cert. denied, 298 U.S. 669, 80 L. Ed. 1392, 56 S. Ct. 835
(1936)). Accordingly, the propriety of the “based upon” credit should have been
evaluated with less emphasis on the proportion of the film attributable to the
Short Story, and with more emphasis on the proportion, in quantitative and
qualitative terms, of the Short Story appearing in the film. Where a movie draws
in material respects from a literary work, both quantitatively and qualitatively, a
“based upon” credit should not be viewed as misleading absent persuasive coun-
tervailing facts and circumstances. Our concern is the possibility that under the
district court’s apparent approach, substantially all of a literary work could be
taken for use in a film and, if unrelated ideas, themes and scenes are tacked on
or around the extracted work, a “based upon” credit would be deemed mislead-
ing.

In the case before us, the apparent “core” of the ten page Short Story—a
scene in which a character called “the lawnmower man” uses psychokinetic pow-
ers to chase another character through his house with a running lawnmower and
thereby kill him—is used in the movie. In both the movie and the Short Story,
the remains of the murdered man (who is named Harold Parkette in both works)
are found in the birdbath by the police; the two police officers in both works
have the same names and engage in substantially similar dialogue. As King him-
self described it, “the core of my story, such as it is, is in the movie.” The red
lawnmower seen in the movie also appears to be as described in the Short Story.
A brief reference to the Pan mythology of the Short Story appears in the movie
as well; dialogue between Jobe and another character includes a reference to
“Pan pipes of the little people in the grass.”

We recognize that several important and entertaining aspects of the Short
Story were not used in the film, and that conversely the film contains a number
of elements not to be found in the Short Story. However, when the resemblances
between the Short Story and the motion picture at issue here are considered
together, they establish to our satisfaction that the movie draws in sufficiently
material respects on the Short Story in both qualitative and quantitative aspects.
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Nor are there any persuasive countervailing facts or circumstances in the rec-
ord to lead us away from the conclusion that the “based upon” credit is proper
in this case. King himself apparently was not bothered much (if at all) by the
“based upon” credit, in marked contrast to his sustained and strong objections
to the possessory credit, until shortly before he initiated this suit. He has not
pointed us to evidence in the record of industry or public perception of, or
confusion over, the “based upon” credit beyond the thoughts offered by Breglio.
Professor George Stade, Vice Chairman of the English Department at Columbia
University and King’s other expert witness, did opine that, despite similarities,
the movie was not based upon the Short Story. However, even Professor Stade
indicated at one point in his testimony that “substantial” portions of the Short
Story appear in the film.

In Gilliam v. American Broadcasting Companies, Inc., 538 F.2d 14 (2d Cir.
1976), we found a violation of section 43(a) by the ABC television network, which
had aired, under license from the BBC, the “Monty Python’s Flying Circus”
programs of the British comedy group. Monty Python’s agreement with the BBC
gave the comedy group substantial control over any editing by the BBC. See id.
at 17. However, ABC on its own substantially edited the programs it aired under
the BBC license, so as to eliminate many thematically essential and humorous
portions of the original programs. See id. at 24-25 & n.12. King suggests, in
disputing the legitimacy of the “based upon” credit, that Allied’s treatment of
the Short Story is analogous to ABC’s editing in Gilliam.

However, at issue in Gilliam were original Monty Python programs which were
edited by ABC and then rebroadcast as Monty Python’s work. We specifically
noted that Monty Python was being “presented to the public as the creator of a
work not [its] own, and [made] subject to criticism for work [it] has not done.”
Id. at 24 (quotation omitted). While Gilliam certainly supports the view we have
taken of the possessory credit, the case is not very helpful in evaluating the
accuracy of a “based upon” credit, which by definition deals with altered and
derivative works.

It is undoubtedly the case that King’s assignment agreement does not permit
Allied to use King’s name fraudulently, and we express no view as to the degree
of overlap between the term “based upon” in the King assignment agreement
and the term “based upon” in a theatrical credit. However, we do note that the
agreement contemplates substantial alterations to the Short Story, and even ob-
ligates Allied to give King credit in the case of a film “based wholly or substan-
tially upon” the Short Story. We think that King would have cause to complain
if he were not afforded the “based upon” credit.

IL. Irreparable Harm

As the district court observed, a presumption of irreparable harm arises in
Lanham Act cases once the plaintiff establishes likelihood of success on a claim
of literal falseness, as King has established with respect to the possessory credit.
... Nothing in the record persuades us that the district court erred in concluding
that this presumption was not rebutted.

Appellants contend that any presumption of irreparable injury was rebutted
because King delayed in seeking relief. However, the greatest conceivable delay
attributable to King is about eight months: from early October 1991, when he
first learned of the movie, to early June 1992, when he moved for a preliminary
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injunction. During that time, however, King, through his agents, contacted Allied
and New Line and repeatedly objected to any use of a possessory credit, and
attempted to obtain the screenplay, tentative credits and film for viewing. This
is not conduct that undercuts a sense of urgency or of an imminent threat, and
indeed the circumstances in this case contrast with those in which we have found
a delay negating the presumption of irreparable harm.

In Citibank, N.A. v. Citytrust, 756 F.2d 273 (2d Cir. 1985), for example, we
held that an irreparable harm presumption was negated where New York’s Ci-
tibank delayed bringing suit for nine months after having notice that Connecti-
cut’s Citytrust intended to open a branch in the New York area. We pointed out
that Citibank made no effort to verify the opening of Citytrust’s branch, made
no objection concerning the branch, and had made no real objection to Citytrust’s
advertising in New York media markets in past years. . . . Also to be considered
is that a great deal of King’s alleged delay was attributable to problems in ac-
quiring a copy of the film from appellants. See Horgan v. MacMillan, Inc., 789
F.2d 157, 164 (2d Cir. 1986) (expressing doubt that plaintiff delayed unduly in
seeking preliminary injunctive relief where only “general intentions™ of alleged
copyright infringer were known and plaintiff had trouble obtaining advance copy
of alleged infringer’s work).

The March 3 letter written by King to Rand Holston, in which King indicated
that he was impressed by the movie and that he was “shelving” legal action,
together with apparently similar remarks made by King to counsel at that time,
could be viewed as countering an irreparable harm presumption. However, the
district court did not accept this argument, and we are unable to find error in
this under all the circumstances. While King refers in the letter to shelving action
against New Line’s advertising of the picture, King does not say in the letter
that he is shelving action against Allied or action in relation to the credits ap-
pearing in the movie itself. Further, because of the references in the letter to
“at least for the time being” and “at this time,” King’s reactions as of March 3
could be viewed as tentative in nature. Indeed, shortly after King’s March 3
letter was written, Kramer again wrote to Allied to reiterate King’s “long standing
objection” to the movie’s possessory credit.

Appellants also suggest that the presumption of irreparable harm was rebutted
because King himself enjoyed the movie, continues to be a popular literary figure,
and was unable to specify particular financial injury. However, we have observed
that the irreparable harm in cases such as this often flows not so much from
some specific reduction “in fact” to an individual’s name or reputation, but rather
from the wrongful attribution to the individual, in the eye of the general public,
of responsibility for actions over which he or she has no control. . . .

In this connection, King testified to the obvious point that his name and artistic
reputation are his major assets, and offered into evidence certain unfavorable
reviews of the movie. These reviews tended to discuss the movie in possessory
terms and portray the work as a kind of failure on the part of King personally—
persuasive evidence of the type of damage and confusion caused by the posses-
sory credit. One reviewer, for instance, who thought the movie uninspiring, com-
mented sarcastically: “Coming next week to a theater near you: Stephen King’s
Grocery List.” Another review began with the statement that “Steven [sic] King’s
latest film, The Lawnmower Man, continues to reinforce the impression that he
and Hollywood just don’t work well together.” . . .
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Conclusion

The order of the district court granting a preliminary injunction is affirmed to
the extent it prohibits use of the possessory credit, but reversed to the extent it
prohibits use of a “based upon” credit.

Artists Visual Rights Act of 1990, Copyright Act §§ 106A and 101 (17 U.S.C. §§
106A and 101)

§106A. Rights of certain authors to attribution and integrity

(a) Rights of attribution and integrity. . . . [T]he author of a work of visual art—

(1) shall have the right— ... (B) to prevent the use of his or her name as the
author of any work of visual art which he or she did not create;

(2) shall have the right to prevent the use of his or her name as the author of the
work of visual art in the event of a distortion, mutilation, or other modification of
the work which would be prejudicial to his or her honor or reputation. . . .



Chapter 3

ACQUISITION OF RIGHTS:
RIGHTS OF PERSONALITY
AND IDENTITY

3.1 INTRODUCTION

Every entertainment project begins at the same point: the acquisition of rights.
It would seem at first that the only rights which need to be acquired are rights
to various types of literary, artistic, dramatic or musical property, but—especially
in today’s world of “docudramas” and “mockumentaries,” of “reality program-
ming” and merchandising—personal rights are involved on a regular basis. In
this chapter, we consider defamation, privacy, publicity, and rights akin to trade-
mark and moral rights. In reading the cases in the various sections which follow,
it is apparent that real-life situations do not divide so neatly into separate clas-
sifications. The invasion of a celebrity’s persona may require a response using
not one but several legal theories. Thus, as considerations flow from one section
to the next, it is important not only to study each theory in its own right, but to
compare the various theories as well.

3.2 PERSONAL RIGHTS: DEFAMATION

3.2.1 In General

Defamation includes both libel and slander. The traditional distinctions between
written defamation (libel) and oral (slander) have become obscured as new tech-
nologies take the spoken word and transfix it in a tangible medium. While im-
portant in a close scrutiny of the overall law of defamation, the often anomalous
distinctions between libel and slander need not be explored for purposes of this
discussion. We are concerned with defamation as it exists in the totality of ele-
ments that bear on personal rights of people engaged in or affected by the en-
tertainment industries.

The overall definition of defamation is best framed by the Restatement (Sec-
ond) Torts, § 558. This section provides:
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To create liability for defamation there must be:

(a) a false and defamatory statement concerning another;

(b) an unprivileged publication to a third party;

(c) fault amounting at least to negligence on the part of the publisher; and

(d) either actionability of the statement irrespective of special harm or the exis-
tence of special harm caused by the publication.

A defamatory statement is one that likely will cause damage to the reputation
of an individual. If the statement, although false, is so absurd that no one would
believe it, there is no resulting damage to one’s reputation. Or if a celebrity
already has a certain reputation, a falsehood simply enforcing that reputation
might not be defamatory. But this raises tricky questions and the defamatory
nature of the statement may be problematical.

Moreover, California (for one) distinguishes between statements which are de-
famatory on their face (libel per se) and statements which are only defamatory
when taken together with extrinsic material (libel per quod). Civil Code § 45 (a).
In the former case, a plaintiff need demonstrate only shame, humiliation and
embarrassment. In the latter case, a plaintiff must demonstrate “special damages.”
Civil Code § 48(a). “Much hinges, then, on whether a statement can be under-
stood as libelous without the need of inducement (explanation of extrinsic facts
or surrounding circumstances that make a statement defamatory) or innuendo
(an interpretation of ambiguous language showing that it has a defamatory mean-
ing.)” “Peabody v. Barham, 52 Cal. App. 2d 581 (1942); Washer v. Bank of Amer-
ica, 21 Cal.2d 822 (1943).” Julie J. Bisceglia, “Libel Per What?” L.A. Daily
Journal, June 8, 1998, P. 7. If a defamatory statement is oral rather than written
(i.e., slander), the plaintiff need not prove special damages.

On the issue of libel per se versus libel per quod, New York law is similar to
that of California Aronson v. Wiersma, 65 N.Y.2d 592 (1985); Newsday, Inc. v.
C. L. Peck Contractor, Inc., 87 A.D.2d 236, 451 N.Y.S.2d 415 (1st Dept. 1982);
Sterling Doubleday Enterprises, L. P. v. Marro, 238 A.D.2d 502, 656 N.Y.S.2d
676 (2d Dept. 1997).

3.2.2 Fact versus Opinion

Of course, it is axiomatic that only a statement of fact can be actionable. However,
it is not always easy to pinpoint what is fact and what is opinion. However, it is
not always easy to spot the difference. For example, in Rinaldi v. Holt, Rinehart
& Winston, Inc., 42 N.Y.2d 369 (1977), cert. denied, 434 U.S. 1969, an article
entitled “The Ten Worst Judges in New York” was not defamatory in stating that
judges were “incompetent,” but could be defamatory in stating that they were
“probably corrupt.” On the other hand, in Milkovich v. Lorain Journal, 497 U.S.
1, 1990 U.S. LEXIS 3296 (1990), a statement by a sportswriter in his “TD Says”
column that a high school wrestling coach had lied at a hearing into an altercation
at a wrestling match was seen as implying that the coach had perjured himself,
and therefor as constituting a factual statement rather than an expression of opin-
ion. In Daniel Goldreyer, Ltd. v. Dow Jones & Company, Inc., 678 Misc.2d 453,
1998 N.Y. Misc. LEXIS 424 (Sup. Ct. N.Y. Co. 1998), the court held that an art
conservator was entitled to a jury trial on the issue of whether he had been
defamed by (among others) an article in the Wall Street Journal (entitled “For
That Price, Why Not Have The Whole Museum Repainted?”) which criticized
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plaintiff’s $270,000 restoration of a vandalized painting, accusing the conservator
of ruining the painting. In part, the court’s decision was based upon the absence
of “sources” for certain comments in the WSJ article, and the omission of infor-
mation favorable to the plaintiff which had been obtained by the reporter, both
of which raised the question of whether the WSJ had been “grossly irresponsi-
ble.” However, an “op ed” piece in The New York Times, entitled “High Tech
Watergate,” by former U.S. Attorney General Elliot Richardson, was held not to
have libelled the plaintiff. Brian v. Richardson, 87 N.Y. 2d 46 (1995). And in
Moyer v. Amador Valley JUHSD, 225 Cal. App. 3rd 720, 275 Cal. Rptr. 494 (1st
Dist. 1990), it was not libelous for a school newspaper to state that the plaintiff
was the “worst teacher” in the school, that he “babbled,” and that he was “ter-
rorized” when a smoke bomb went off in class.

3.2.3 Falsity

Just as it is often difficult to determine what is fact and what is opinion, so, too,
it is often difficult to determine what is true and what is false. In the following
two cases, we encounter (in Clark v. ABC) the problem which arises from am-
biguity, that is, where a statement is capable of more than one meaning, one of
which is defamatory, and (in Masson v. New Yorker) the question which arises
when material is presented as a quotation but is paraphrased or otherwise in-
complete.

Clark v. American Broadcasting Companies, 684 F.2d 1208 (6th Cir.
1982)

KertH, CIRCUIT JUDGE

This appeal raises the question of whether summary judgment was providently
granted in this defamation action. . . .

This defamation action arises from an ABC broadcast which aired on April 22,
1977. The broadcast was an hour long “ABC News Closeup” entitled: “Sex for
Sale: The Urban Battleground” (“Broadcast”). The Broadcast addressed the ef-
fects of the proliferation of commercialized sex: 1) the damage that sex-related
businesses have on America’s cities, towns, and neighborhoods; 2) the resurgence
of street prostitution caused by these sex businesses; and 3) how the sex busi-
nesses flourish from prostitution. The Broadcast featured interviews which fo-
cused on various cities, including Boston, New York, and Detroit.

Act IIT focused on street prostitution in these cities. One segment of Act III
focused on the devastating effect of street prostitution on a middle class neigh-
borhood in Detroit. Residents of the neighborhood were interviewed, and several
women were photographed as they walked down a public street.

The first woman was white. She was obese, and approximately fifty years old.
She wore a hat, and carried a shopping bag in each hand. The second woman
carried a grocery bag. She was black. The camera followed her a few minutes as
she exited a grocery store and walked down the street. She was slightly obese,
wore large-framed glasses, and appeared to be at least forty years old. The fol-
lowing comments were made while these two women appeared on the screen:

According to residents, and Detroit police records, most of the prostitutes” custom-
ers or johns were white; the street prostitutes were often black. This integrated
middle class neighborhood became a safe meeting place for prostitutes and ‘johns’.
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The plaintiff, a black woman, was the third woman photographed walking
down the street. The photographs were frontal close-ups. Plaintiff’s face was
clearly visible. The plaintiff appeared to be in her early to mid-twenties. She was
attractive, slim, and stylishly dressed. She wore large earrings and had long hair
which was pulled up above her head. Apparently, Plaintiff was unaware that she
was being photographed. As Plaintiff appeared, the narrator made the following
remarks:

But for black women whose homes were there, the cruising white customers were
an especially humiliating experience.

Sheri Madison, a black female resident of the neighborhood plagued by pros-
titution, appeared on the screen seconds after Plaintiff. She stated:

Almost any woman who was black and on the street was considered to be a pros-
titute herself. And was treated like a prostitute.

Subsequently, Plaintiff initiated an action in the Wayne County Circuit Court
against ABC claiming defamation and invasion of privacy. She claimed that the
Broadcast depicted her as a “common street prostitute.” It is uncontroverted that
Plaintiff has never been a prostitute. In fact, Plaintiff is married and has one son.
ABC removed the case to federal district court pursuant to the court’s diversity
jurisdiction.

In a deposition, Plaintiff testified concerning her reactions as she, her husband,
and 2 year old son viewed the Broadcast. The Broadcast shocked her. Plaintiff
believed that she had been portrayed as a prostitute. She also testified that several
friends, acquaintances, and relatives phoned Plaintiff during and following the
Broadcast. Each of these persons thought that the Broadcast portrayed her as a
street prostitute.

Plaintiff also testified that she was propositioned, that church members
shunned her, and that acquaintances confronted her with allegations that she was
a prostitute. Moreover, after the Broadcast two potential employers refused to
hire Plaintiff because they feared her employment would hurt their busi-
nesses. . . .

L Defamation Claim

On appeal, Plaintiff argues that the district court erred in granting summary
judgment for ABC since there existed a factual question as to whether the broad-
cast was defamatory. We agree.

In granting ABC’s motion for summary judgment, the district court concluded
that the Broadcast was not libelous. The court reasoned that nothing in Plaintiff’s
appearance suggested that her activity paralleled that of a street prostitute. . . .

As noted, the district court granted summary judgment in favor of ABC be-
cause the court concluded that the broadcast was not libelous. The district court
applied an incorrect standard. The district court should have granted summary
judgment for ABC only if the Broadcast was not reasonably capable of a defam-
atory meaning. . . .

The portrayal of Plaintiff as a prostitute would clearly be defamatory under
Michigan law. Prostitutes are considered immoral and socially undesirable. More-
over, as the Broadcast indicated, the presence of street prostitution in a neigh-
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borhood causes devastating social problems. There is often a significant increase
in the number of assaults and robberies. Street prostitution is also accompanied
by the presence of illegal drug traffic.

Therefore, the portrayal of an individual as a prostitute would damage her
reputation and tend to cause third persons not to associate with that individual.

In this case, Plaintiff’s appearance in the Broadcast was capable of at least two
interpretations, one defamatory and the other non-defamatory. That the Broad-
cast is reasonably capable of a non-defamatory meaning is clear from the district
court’s reasoning. The district court focused solely on whether Plaintiff’s behavior
during the Broadcast was similar to the stereotypical actions commonly associated
with prostitution. This stereotypical behavior includes “[wearing] suggestive
clothing, suggestive walking, overt acts of solicitation, and the like.” Plaintiff was
not engaged in any of these actions. Consequently, the court concluded that
Plaintiff’s appearance in the Broadcast was not libelous.

Plaintiff’s participation in the Broadcast is also reasonably capable of a defam-
atory meaning. The district court should also have viewed Plaintiff’s appearance
in the context of the focus on street prostitution. Viewed in this manner, Plaintiff
was either portrayed as a prostitute or could reasonably be mistaken for a pros-
titute.

As noted earlier, Plaintiff was photographed as she walked down the street.
Prior to Plaintiff’s appearance, the commentator noted that the street prostitutes
were often black while their customers were often white. Moreover, the com-
mentator noted that this neighborhood was a safe meeting place for the black
street prostitutes and their white customers. As the commentator spoke two
women were pictured. The first woman was white. She was obese, at least fifty
years old and carried a shopping bag in each hand. This woman appeared to be
one of the residents of the middle class neighborhood. The second woman shown
was black, slightly obese, wore large-framed glasses, and carried a bag of gro-
ceries as she exited a store. Although this woman was black, she also appeared
to be one of the residents of the middle class neighborhood. Plaintiff’s picture
appeared immediately following the appearance of these two matrons.

The contrast between Plaintiff's appearance and that of the two matrons is
striking. Plaintiff is black and appeared to be in her early to mid-twenties. She
was slim, attractive, stylishly dressed, and wore large earrings. When her ap-
pearance is juxtaposed with that of the two matrons, it is not clear whether she
is a resident of this middle class neighborhood or one of the street prostitutes
who plagued this community. Arguably, this ambiguity is clarified by the com-
mentator’s statement that the presence of the cruising white customers was a
humiliating experience for the black women, who resided in the neighborhood.
However, assuming arguendo that this statement tends to clarify the ambiguity,
this partial clarification is negated by an interview which followed Plaintiff’s ap-
pearance.

Immediately following Plaintiff’s appearance, Sheri Madison, a resident of this
neighborhood, appears on the screen and states: “Almost any black woman on
the streets was considered to be a prostitute herself, and was treated as a pros-
titute.” Thus, it is unclear whether Plaintiff is one of those middle class women
erroneously considered to be a prostitute or is, in fact, a prostitute.

The ambiguity created when Plaintiff’s appearance is viewed within the con-
text of Act III's focus on the effect of street prostitution on a Detroit middle
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class neighborhood renders the Broadcast susceptible to both a defamatory and
a non-defamatory meaning.

Given the district court’s own analysis of the question of whether the broadcast
was defamatory, the court’s decision to grant summary judgment for ABC is
difficult to reconcile. . . .

The Broadcast was reasonably capable of two meanings, one defamatory and
the other non-defamatory. Consequently, it was for the jury to decide whether
the Broadcast was understood as being defamatory. . . .

II1. First Amendment Principles

... [W]e must determine whether any constitutional principle requires Plain-
tiff to prove that ABC acted with actual malice as defined in New York Times v.
Sullivan, 376 U.S. 254, 84 S.Ct. 710, 11 L.Ed.2d 686. For the reasons below, we
hold that no constitutional principle requires that Plaintiff prove actual malice.

The Broadcast raises the factual question of whether Plaintiff was depicted as
a prostitute or could have reasonably been mistaken for a prostitute. An editorial
opinion held by ABC, no matter how pernicious, would be entitled to First
Amendment protection. Gertz v. Robert Welch, Inc., 418 U.S. 323, 339, 94 S.Ct.
2997, 3006, 41 L.Ed.2d 789 (1974).

The First Amendment, however, does not afford ABC the same absolute pro-
tection for misstatements of fact. “[Tlhere is no constitutional value in false state-
ments of fact.” Id. at 340, 94 S.Ct. at 3007. Nevertheless, the Supreme Court
has afforded publishers and broadcasters limited protection from liability in def-
amation actions. In New York Times v. Sullivan, 376 U.S. 254, 84 S.Ct. 710, 11
L.Ed.2d 686, the Supreme Court held that publishers and broadcasters could
not be liable in defamation actions brought by public officials unless the publisher
or broadcaster acted with actual malice. It is clear that Plaintiff is not a public
official.

The Court extended the New York Times v. Sullivan malice requirement to
libel suits brought by public figures. Curtis Publishing Co. v. Butts, 388 U.S. 130,
87 S.Ct. 1975, 18 L.Ed.2d 1094 (1967). “[Public figures] may recover from injury
to reputation only on clear and convincing proof that the defamatory falsehood
was made with knowledge of its falsity or with reckless disregard for the truth.”
Gertz, 418 U.S. at 342, 94 S.Ct. at 3008. . ..

Plaintiff is not a public figure for all purposes. “Absent clear evidence of gen-
eral fame or notoriety in the community, and pervasive involvement in the affairs
of society, an individual should not be deemed a public personality for all aspects
of [her] life.” Id. at 352, 94 S.Ct. at 3013. Plaintiff has no general fame or noto-
riety. . ..

Plaintiff also cannot reasonably be regarded as a limited public figure. Gertz
establishes a two-pronged analysis to determine if an individual is a limited public
figure. First, a “public controversy” must exist. Gertz, 418 U.S. at 345, 94 S.Ct.
at 3009. Second, the nature and extent of the individual’s participation in the
particular controversy must be ascertained. . . .

In this case, the effects of sex-related businesses in general, and the particular
effects of street prostitution on a middle class Detroit neighborhood, may be the
kind of “public controversies” referred to in Gertz. The public’s interest in the
effects of prostitution in a Detroit neighborhood are arguably greater than the
divorce proceedings of a wealthy couple. Cf. Firestone, 424 U.S. 448, 96 S.Ct.
958, 47 L.Ed.2d 154.
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Even though the subject matter of the Broadcast may be the type of “public
controversy” recognized in Gertz, the nature and extent of Plaintiff’s participation
in this public controversy must still be examined. The nature and extent of an
individual’s participation is determined by considering three factors: first, the
extent to which participation in the controversy is voluntary; second, the extent
to which there is access to channels of effective communication in order to coun-
teract false statements; and third, the prominence of the role played in the public
controversy. . . . Applying these three factors to the instant case, we conclude that
Plaintiff is not a limited public figure.

First. Plaintiff did not voluntarily participate in the public controversy sur-
rounding the effects of street prostitution on a middle class neighborhood in
Detroit. . . .

Second, Plaintiff has no access to channels of effective communication in order
to counteract the false statements. Following the Broadcast, the press has not
clamored to interview her. . . .

Finally, as noted previously, Plaintiff played no prominent role in the subject
matter which was the focus of Act III. In essence, Plaintiff was merely an inci-
dental figure in the discussion of street prostitution. Therefore, the airing of
Plaintiff’s picture as she walked down the street was not relevant to any exami-
nation of the effects of street prostitution on a Detroit neighborhood.

The nature and extent of Plaintiff’s involvement in the subject matter of Act
III leads to the inescapable conclusion that she was not a limited public fig-
ure. . ..

IV. Conclusion

We conclude that the Broadcast was capable of a defamatory meaning. Because
the Broadcast was susceptible to two interpretations, one defamatory and the
other non-defamatory, summary judgment for ABC was improvidently granted.
Accordingly, we reverse and remand the case to the district court for proceedings
consistent with this opinion.

BAILEY BROWN, SENIOR CIRCUIT JUDGE (dissenting)

I respectfully dissent. . .. [Alfter viewing the relevant parts of the documentary
several times, I believe that, contrary to the majority opinion, the district court
was correct in its determination that the portrayal of Mrs. Clark could not rea-
sonably be construed as defamatory. . . .

NOTE

Summary judgment for the publisher was reversed, and the case was remanded for trial,
in Kaelin v. Globe Communications Corp., 162 F.3d 1036, 1998 U.S. App. LEXIS 32594
(9th Cir. 1998). A tabloid had run an article concerning Kaelin, the famous house guest
in the O.]. Simpson case, in which the National Examiner stated in a subhead (i.e.,
secondary headline) that Kaelin’s friends had said that he feared that he would be pros-
ecuted for perjury. The headline, however, read “COPS THINK KATO DID IT!” Al-
though the editor conceded that he was concerned that the headline might not accurately
reflect the story’s content, he felt that the subhead clarified the meaning of “it.” On these
facts, the Court of Appeals held, a jury could find that the Examiner had acted with
knowledge of the inaccuracy of the headline, or with reckless disregard, i.e., actual malice.
The subhead did not necessarily explain the headline. Thus, as in the Clark case, two
meanings were possible.
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Masson v. New Yorker Magazine, Inc., 501 U.S. 496 (1991)

KENNEDY, JUSTICE

In this libel case, a public figure claims he was defamed by an author who, with
full knowledge of the inaccuracy, used quotation marks to attribute to him com-
ments he had not made. The First Amendment protects authors and journalists
who write about public figures by requiring a plaintiff to prove that the defam-
atory statements were made with what we have called “actual malice,” a term of
art denoting deliberate or reckless falsification. We consider in this opinion
whether the attributed quotations had the degree of falsity required to prove this
state of mind, so that the public figure can defeat a motion for summary judgment
and proceed to a trial on the merits of the defamation claim.

I

Petitioner Jeffrey Masson trained at Harvard University as a Sanskrit scholar,
and in 1970 became a professor of Sanskrit & Indian Studies at the University
of Toronto. He spent eight years in psychoanalytic training, and qualified as an
analyst in 1978. Through his professional activities, he came to know Dr. Kurt
Eissler, head of the Sigmund Freud Archives, and Dr. Anna Freud, daughter of
Sigmund Freud and a major psychoanalyst in her own right. The Sigmund Freud
Archives, located at Maresfield Gardens outside of London, serves as a repository
for materials about Freud, including his own writings, letters, and personal li-
brary. The materials, and the right of access to them, are of immense value to
those who study Freud and his theories, life, and work.

In 1980, Eissler and Anna Freud hired petitioner as projects director of the
archives. After assuming his post, petitioner became disillusioned with Freudian
psychology. In a 1981 lecture before the Western New England Psychoanalytical
Society in New Haven, Connecticut, he advanced his theories of Freud. Soon
after, the board of the archives terminated petitioner as projects director.

Respondent Janet Malcolm is an author and a contributor to respondent New
Yorker, a weekly magazine. She contacted petitioner in 1982 regarding the pos-
sibility of an article on his relationship with the archives. He agreed, and the
two met in person and spoke by telephone in a series of interviews. Based on
the interviews and other sources, Malcolm wrote a lengthy article. One of Mal-
colm’s narrative devices consists of enclosing lengthy passages in quotation
marks, reporting statements of Masson, Eissler, and her other subjects.

During the editorial process, Nancy Franklin, a member of the fact-checking
department at The New Yorker, called petitioner to confirm some of the facts
underlying the article. According to petitioner, he expressed alarm at the number
of errors in the few passages Franklin discussed with him. Petitioner contends
that he asked permission to review those portions of the article which attributed
quotations or information to him, but was brushed off with a never-fulfilled prom-
ise to “get back to [him].” Franklin disputes petitioner’s version of their conver-
sation.

The New Yorker published Malcolm’s piece in December 1983, as a two-part
series. In 1984, with knowledge of at least petitioner’s general allegation that the
article contained defamatory material, respondent Alfred A. Knopf, Inc., pub-
lished the entire work as a book, entitled In the Freud Archives.

Malcolm’s work received complimentary reviews. But this gave little joy to
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Masson, for the book portrays him in a most unflattering light. According to one
reviewer:

Masson the promising psychoanalytic scholar emerges gradually, as a grandiose
egotist—mean-spirited, self-serving, full of braggadocio, impossibly arrogant and, in
the end, a self-destructive fool. But it is not Janet Malcolm who calls him such: his
own words reveal this psychological profile—a self-portrait offered to us through
the efforts of an observer and listener who is, surely, as wise as any in the psycho-
analytic profession. Coles, Freudianism Confronts Its Malcontents, Boston Globe,
May 27, 1984, pp. 58, 60.

Petitioner wrote a letter to the New York Times Book Review calling the book
“distorted.” In response, Malcolm stated:

Many of [the] things Mr. Masson told me (on tape) were discreditable to him, and
I felt it best not to include them. Everything I do quote Mr. Masson as saying was
said by him, almost word for word. (The “almost™ refers to changes made for the
sake of correct syntax.) I would be glad to play the tapes of my conversation with
Mr. Masson to the editors of The Book Review whenever they have 40 or 50 short
hours to spare.

Petitioner brought an action for libel under California law in the United States
District Court for the Northern District of California. During extensive discovery
and repeated amendments to the complaint, petitioner concentrated on various
passages alleged to be defamatory, dropping some and adding others. The tape
recordings of the interviews demonstrated that petitioner had, in fact, made state-
ments substantially identical to a number of the passages, and those passages are
no longer in the case. We discuss only the passages relied on by petitioner in
his briefs to this Court.

Each passage before us purports to quote a statement made by petitioner
during the interviews. Yet in each instance no identical statement appears in the
more than 40 hours of taped interviews. Petitioner complains that Malcolm fab-
ricated all but one passage; with respect to that passage, he claims Malcolm
omitted a crucial portion, rendering the remainder misleading.

(a) “Intellectual Gigolo.” Malcolm quoted a description by petitioner of his
relationship with Eissler and Anna Freud as follows:

Then I met a rather attractive older graduate student and I had an affair with her.
One day, she took me to some art event, and she was sorry afterward. She said,
“Well, it is very nice sleeping with you in your room, but youre the kind of person
who should never leave the room—you're just a social embarrassment anywhere
else, though you do fine in your own room.” And you know, in their way, if not in
so many words, Eissler and Anna Freud told me the same thing. They like me well
enough “in my own room.” They loved to hear from me what creeps and dolts
analysts are. I was like an intellectual gigolo—you get your pleasure from him, but
you don’t take him out in public. . .. In the Freud Archives 38.

The tape recordings contain the substance of petitioner’s reference to his grad-
uate student friend, App. 95, but no suggestion that Eissler or Anna Freud con-
sidered him, or that he considered himself, an “intellectual gigolo.” Instead,
petitioner said:
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They felt, in a sense, I was a private asset but a public liability. . . . e.g. They liked
me when I was alone in their living room, and I could talk and chat and tell them
the truth about things and they would tell me. But that I was, in a sense, much too
junior within the hierarchy of analysis, for these important training analysts to be
caught dead with me. Id., at 104.

(b) “Sex, Women, Fun.” Malcolm quoted petitioner as describing his plans for
Maresfield Gardens, which he had hoped to occupy after Anna Freud’s death:

It was a beautiful house, but it was dark and sombre and dead. Nothing ever went
on there. I was the only person who ever came. I would have renovated it, opened
it up, brought it to life. Maresfield Gardens would have been a center of scholarship,
but it would also have been a place of sex, women, fun. It would have been like
the change in The Wizard of Oz, from black-and-white into color. In the Freud
Archives 33.

The tape recordings contain a similar statement, but in place of the references
to “sex, women, fun” and The Wizard of Oz, petitioner commented:

It is an incredible storehouse. I mean, the library, Freud’s library alone is priceless
in terms of what it contains: all his books with his annotations in them; the Schreber
case annotated, that kind of thing. It’s fascinating. App. 127.

Petitioner did talk, earlier in the interview, of his meeting with a London analyst:

I like him. So, and we got on very well. That was the first time we ever met and
you know, it was buddy-buddy, and we were to stay with each other and [laughs]
we were going to pass women on to each other, and we were going to have a great
time together when I lived in the Freud house. We'd have great parties there and
we were [laughs]— . . . going to really, we were going to live it up.

[Justice Kennedy then examined several other instances where conversations
were significantly altered in the quotes in Malcolm’s article.]

Malcolm submitted to the District Court that not all of her discussions with
petitioner were recorded on tape, in particular conversations that occurred while
the two of them walked together or traveled by car, while petitioner stayed at
Malcolm’s home in New York, or while her tape recorder was inoperable. She
claimed to have taken notes of these unrecorded sessions, which she later typed,
then discarding the handwritten originals. Petitioner denied that any discussion
relating to the substance of the article occurred during his stay at Malcolm’s
home in New York, that Malcolm took notes during any of their conversations,
or that Malcolm gave any indication that her tape recorder was broken. . . .

i}

A

Under California law, “libel is a false and unprivileged publication by writing . . .
which exposes any person to hatred, contempt, ridicule, or obloquy, or which
causes him to be shunned or avoided, or which has a tendency to injure him in
his occupation.” Cal. Civ. Code Ann. §45 (West 1982). False attribution of state-
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ments to a person may constitute libel, if the falsity exposes that person to an
injury comprehended by the statute. . . .

Actual malice under the New York Times standard should not be confused
with the concept of malice as an evil intent or a motive arising from spite or ill
will. . . . In place of the term actual malice, it is better practice that jury instruc-
tions refer to publication of a statement with knowledge of falsity or reckless
disregard as to truth or falsity. This definitional principle must be remembered
in the case before us.

B

In general, quotation marks around a passage indicate to the reader that the
passage reproduces the speaker’s words verbatim. They inform the reader that
he or she is reading the statement of the speaker, not a paraphrase or other
indirect interpretation by an author. By providing this information, quotations
add authority to the statement and credibility to the author’s work. Quotations
allow the reader to form his or her own conclusions and to assess the conclusions
of the author, instead of relying entirely upon the author’s characterization of her
subject.

A fabricated quotation may injure reputation in at least two senses, either
giving rise to a conceivable claim of defamation. First, the quotation might injure
because it attributes an untrue factual assertion to the speaker. An example would
be a fabricated quotation of a public official admitting he had been convicted of
a serious crime when in fact he had not.

Second, regardless of the truth or falsity of the factual matters asserted within
the quoted statement, the attribution may result in injury to reputation because
the manner of expression or even the fact that the statement was made indicates
a negative personal trait or an attitude the speaker does not hold. John Lennon
once was quoted as saying of the Beatles, “We're more popular than Jesus Christ
now.” Time, Aug. 12, 1966, p. 38. Supposing the quotation had been a fabrication,
it appears California law could permit recovery for defamation because, even
without regard to the truth of the underlying assertion, false attribution of the
statement could have injured his reputation. Here, in like manner, one need not
determine whether petitioner is or is not the greatest analyst who ever lived in
order to determine that it might have injured his reputation to be reported as
having so proclaimed.

A self-condemnatory quotation may carry more force than criticism by another.
It is against self-interest to admit one’s own criminal liability, arrogance, or lack
of integrity, and so all the more easy to credit when it happens. This principle
underlies the elemental rule of evidence which permits the introduction of state-
ments against interest, despite their hearsay character. . . .

Of course, quotations do not always convey that the speaker actually said or
wrote the quoted material. “Punctuation marks, like words, have many uses.
Writers often use quotation marks, yet no reasonable reader would assume that
such punctuation automatically implies the truth of the quoted material. . . .

The work at issue here, however, as with much journalistic writing, provides
the reader no clue that the quotations are being used as a rhetorical device or
to paraphrase the speaker’s actual statements. To the contrary, the work purports
to be nonfiction, the result of numerous interviews. At least a trier of fact could
so conclude. The work contains lengthy quotations attributed to petitioner, and
neither Malcolm nor her publishers indicate to the reader that the quotations
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are anything but the reproduction of actual conversations. Further, the work was
published in The New Yorker, a magazine which at the relevant time seemed to
enjoy a reputation for scrupulous factual accuracy. These factors would, or at
least could, lead a reader to take the quotations at face value. A defendant may
be able to argue to the jury that quotations should be viewed by the reader as
nonliteral or reconstructions, but we conclude that a trier of fact in this case
could find that the reasonable reader would understand the quotations to be
nearly verbatim reports of statements made by the subject.

o

The constitutional question we must consider here is whether, in the framework
of a summary judgment motion, the evidence suffices to show that respondents
acted with the requisite knowledge of falsity or reckless disregard as to truth or
falsity. This inquiry in turn requires us to consider the concept of falsity; for we
cannot discuss the standards for knowledge or reckless disregard without some
understanding of the acts required for liability. We must consider whether the
requisite falsity inheres in the attribution of words to the petitioner which he
did not speak. . . .

We reject the idea that any alteration beyond correction of grammar or syntax
by itself proves falsity in the sense relevant to determining actual malice under
the First Amendment. An interviewer who writes from notes often will engage
in the task of attempting a reconstruction of the speaker’s statement. That author
would, we may assume, act with knowledge that at times she has attributed to
her subject words other than those actually used. Under petitioner’s proposed
standard, an author in this situation would lack First Amendment protection if
she reported as quotations the substance of a subject’s derogatory statements
about himself.

Even if a journalist has tape-recorded the spoken statement of a public figure,
the full and exact statement will be reported in only rare circumstances. The
existence of both a speaker and a reporter; the translation between two media,
speech and the printed word; the addition of punctuation; and the practical ne-
cessity to edit and make intelligible a speaker’s perhaps rambling comments, all
make it misleading to suggest that a quotation will be reconstructed with com-
plete accuracy. The use or absence of punctuation may distort a speaker’s mean-
ing, for example, where that meaning turns upon a speaker’s emphasis of a
particular word. In other cases, if a speaker makes an obvious misstatement, for
example by unconscious substitution of one name for another, a journalist might
alter the speaker’s words but preserve his intended meaning. And conversely, an
exact quotation out of context can distort meaning, although the speaker did use
each reported word. . . .

We conclude that a deliberate alteration of the words uttered by a plaintiff
does not equate with knowledge of falsity . . . unless the alteration results in a
material change in the meaning conveyed by the statement. The use of quotations
to attribute words not in fact spoken bears in a most important way on that
inquiry, but it is not dispositive in every case.

Deliberate or reckless falsification that comprises actual malice turns upon
words and punctuation only because words and punctuation express meaning.
Meaning is the life of language. And, for the reasons we have given, quotations
may be a devastating instrument for conveying false meaning. . . .

The significance of the quotations at issue, absent any qualification, is to inform
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us that we are reading the statement of petitioner, not Malcolm’s rational inter-
pretation of what petitioner has said or thought. Were we to assess quotations
under a rational interpretation standard, we would give journalists the freedom
to place statements in their subjects” mouths without fear of liability. By elimi-
nating any method of distinguishing between the statements of the subject and
the interpretation of the author, we would diminish to a great degree the trust-
worthiness of the printed word and eliminate the real meaning of quotations.
Not only public figures but the press doubtless would suffer under such a rule.
Newsworthy figures might become more wary of journalists, knowing that any
comment could be transmuted and attributed to the subject, so long as some
bounds of rational interpretation were not exceeded. We would ill serve the
values of the First Amendment if we were to grant near absolute, constitutional
protection for such a practice. We doubt the suggestion that as a general rule
readers will assume that direct quotations are but a rational interpretation of the
speaker’s words, and we decline to adopt any such presumption in determining
the permissible interpretations of the quotations in question here.

I

A

We apply these principles to the case before us. . ..

Respondents argue that, in determining whether petitioner has shown suffi-
cient falsification to survive summary judgment, we should consider not only the
tape-recorded statements but also Malcolm’s typewritten notes. We must decline
that suggestion. To begin with, petitioner affirms in an affidavit that he did not
make the complained of statements. The record contains substantial additional
evidence, moreover, evidence which, in a light most favorable to petitioner,
would support a jury determination under a clear and convincing standard that
Malcolm deliberately or recklessly altered the quotations.

First, many of the challenged passages resemble quotations that appear on the
tapes, except for the addition or alteration of certain phrases, giving rise to a
reasonable inference that the statements have been altered. Second, Malcolm
had the tapes in her possession and was not working under a tight deadline.
Unlike a case involving hot news, Malcolm cannot complain that she lacked the
practical ability to compare the tapes with her work in progress. Third, Malcolm
represented to the editor in chief of The New Yorker that all the quotations were
from the tape recordings. Fourth, Malcolm’s explanations of the time and place
of unrecorded conversations during which petitioner allegedly made some of the
quoted statements have not been consistent in all respects. Fifth, petitioner sug-
gests that the progression from typewritten notes, to manuscript, then to galleys
provides further evidence of intentional alteration. Malcolm contests petitioner’s
allegations, and only a trial on the merits will resolve the factual dispute. But at
this stage, the evidence creates a jury question whether Malcolm published the
statements with knowledge or reckless disregard of the alterations.

B

We must determine whether the published passages differ materially in meaning
from the tape-recorded statements so as to create an issue of fact for a jury as
to falsity. . . .
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o

Because of the Court of Appeals’ disposition with respect to Malcolm, it did not
have occasion to address petitioner’s argument that the District Court erred in
granting summary judgment to The New Yorker Magazine, Inc., and Alfred A.
Knopf, Inc., on the basis of their respective relations with Malcolm or the lack
of any independent actual malice. These questions are best addressed in the first
instance on remand.

The judgment of the Court of Appeals is reversed, and the case is remanded
for further proceedings consistent with this opinion.

WHITE, JUSTICE, joined by JUSTICE ScaLIa, dissented in part:

... That there was at least an issue for the jury to decide on the question of
deliberate or reckless falsehood does not mean that plaintiffs were necessarily
entitled to go to trial. If, as a matter of law, reasonable jurors could not conclude
that attributing to Masson certain words that he did not say amounted to libel
under California law, i.e., “expose[d] [Masson] to hatred, contempt, ridicule, or
obloquy, or which cause[d] him to be shunned or avoided, or which had a ten-
dency to injure him in his occupation,” Cal. Civ. Code Ann. 45 (West 1982), a
motion for summary judgment on this ground would be justified. I would sup-
pose, for example, that if Malcolm wrote that Masson said that he wore contact
lenses, when he said nothing about his eyes or his vision, the trial judge would
grant summary judgment for the defendants and dismiss the case. The same
would be true if Masson had said “I was spoiled as a child by my Mother,”
whereas, Malcolm reports that he said “I was spoiled as a child by my parents.”
But if reasonable jurors could conclude that the deliberate misquotation was
libelous, the case should go to the jury.

This seems to me to be the straightforward, traditional approach to deal with
this case. Instead, the Court states that deliberate misquotation does not amount
to New York Times malice unless it results in a material change in the meaning
conveyed by the statement. This ignores the fact that, under New York Times,
reporting a known falsehood—here the knowingly false attribution—is sufficient
proof of malice. The falsehood, apparently, must be substantial; the reporter may
lie a little, but not too much.

This standard is not only a less manageable one than the traditional approach,
but it also assigns to the courts issues that are for the jury to decide. For the
court to ask whether a misquotation substantially alters the meaning of spoken
words in a defamatory manner is a far different inquiry from whether reasonable
jurors could find that the misquotation was different enough to be libelous. In
the one case, the court is measuring the difference from its own point of view;
in the other it is asking how the jury would or could view the erroneous attri-
bution. . . .

NOTE

In addition to the “two meanings” principle enunciated in Clark v. American Broad-
casting Companies, the Eighth Circuit (retired Supreme Court Justice Byron White sitting
by designation) has held that a plaintiff has a cause of action (and that the truth defense
is unavailable to a news medium) where what the defendant states is true but the defen-
dant omits important facts or juxtaposes the facts presented in such a way as to imply a
defamatory connection. Toney v. WCCO Television, 85 F.3d 383 (8th Cir. 1996).
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3.2.4 Of and Concerning

In addition to demonstrating that the defendant has published a false statement
of fact, it must be shown that such statement has to do with the plaintiff. In the
two cases which follow, we see two courts take very differing views of plaintiffs’
claims that authors have defamed them by altering their physical descriptions
and circumstances. In Springer v. Viking Press, the changes (assuming the de-
fendant had the plaintiff in mind when he wrote his novel) are sufficiently dra-
matic that the plaintiff cannot be identified, while in Bindrim v. Mitchell, it is
the changes themselves which (apparently being inadequate to disguise the tar-
get) are the libelous material.

Springer v. Viking Press, 90 A.D.2d 315, 457 N.Y.S.2d 246 (1st Dept.
1982), [cf4]affd[cf3], 60 N.Y.2d 916, 470 N.Y.S.2d 579 (1983)

BrLoowMm, JUSTICE

This appeal presents us with the issue of whether a fictional depiction of a person
contained in a single chapter of a novel is so closely related to plaintiff in the
minds of people to whom she is known as to give rise to a cause of action in
defamation.

Plaintiff and defendant Tine, the author of the novel in question, attended
Columbia University from 1974 to 1978. They met and a close personal relation-
ship developed. In 1978 Tine completed the draft of “State of Grace” a novel
dealing with Vatican finances and politics. Plaintiff and Tine discussed the plot
during the volume’s hatching stage and plaintiff, at Tine’s request, reviewed the
book for editorial purposes. Indeed, Tine informed plaintiff that he had loosely
patterned the relationship between the hero, the papal private secretary, and the
heroine, an investigative reporter and the daughter of one of Italy’s most influ-
ential and powerful industrialists, on the relationship between them.

Plaintiff and Tine terminated their friendship in 1978, apparently with some
rancor. In 1980 “State of Grace” was published by defendant, The Viking Press.
Chapter 10 of the book, which covers some ten and one-half pages, depicts the
origin of and one evening in the relationship between the Italian industrialist,
described as “the cossack of Italian business, ruthless and demanding,” and his
mistress, Lisa Blake. Although brief, the chapter is most explicit about their
sexual exploits. Based on some physical similarities between Lisa Blake and plain-
tiff and their common first name, plaintiff contends that the portrayal of Blake is
actually a portrayal of her; and that a number of persons who knew both Tine
and her, and of the relationship between them, knew and understood Blake and
plaintiff to be one and the same person. Accordingly, she asserts that the depic-
tion of Blake as a “whore” who engages in various types of abnormal sexual
activity is defamatory of her. By consequence, she has brought this action to
recover for the alleged libel.

The complaint contains [a number of] causes of action. The first two causes
are in libel; the fifth cause asserts an invasion of privacy under the Civil Rights
Law. Defendants moved to dismiss the complaint. Plaintiff cross-moved for sum-
mary judgment on the issue of liability. Special Term granted the defendant’s
motion to the extent of dismissing the third, fourth, [and] fifth . . . causes of action.
It denied plaintiff’s cross motion for summary judgment. Both sides appeal from
that determination.
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We deal first with the causes dismissed by Special Term. . ..

The fifth cause purports to allege a violation of §§ 50 and 51 of the Civil Rights
Law. Section 50 makes it a misdemeanor to use, for purposes of trade or adver-
tising, “the name, portrait or picture of any living person without having first
obtained the written consent of such person”. Section 51 accords to the person
whose name, portrait or picture is so used the right to sue for an injunction to
restrain such use and to recover damages, including exemplary damages. What-
ever may be the rule elsewhere, in this state there is no right of action for
invasion of privacy independently of statute. . . . Since “State of Grace” does not
use plaintiff’s name, portrait or picture, no cause of action under the Civil Rights
Law exists. . . .

We come then to the defamation causes which were sustained by Special
Term. We begin by noting that “[iJt is for the court to decide whether a publi-
cation is capable of the meaning ascribed to it” (Julian v. American Business
Consultants, Inc., 2 N.Y.2d 1, 14, 155 N.Y.S.2d 1, 137 N.E.2d 1...). Where, as
here, the work claimed to be defamatory is fictional, the court’s task necessarily
entails a search for similarities and dissimilarities so as to determine whether a
person who knew plaintiff and who has read the book could reasonably conclude
that plaintiff was Lisa Blake. Plaintiff asserts that her physical attributes and those
of Blake are similar. Like plaintiff, Blake had graduated from college. Addition-
ally, the book indicates that Blake had once lived on 114th Street, a street on
which plaintiff lived and still lives. However, plaintiff is a tutor on the college
level while Blake, described as a “whore,” held the “title deed for a coop apart-
ment in the Olympic Tower on Fifth Avenue,” which was well-furnished but not
overbearing, received a “salary” of seventy-five thousand dollars and drove a
BMW. Blake lived luxuriously. There is no indication of plaintiff's manner of
living except as it can be inferred from the nature of her work.

While the similarities adverted to are in large part superficial, the dissimilar-
ities both in manner of living and in outlook are so profound that it is virtually
impossible to see how one who has read the book and who knew Lisa Springer
could attribute to Springer the lifestyle of Blake.

In Allen v. Gordon, 86 A.D.2d 514, 446 N.Y.S.2d 48, defendant was the author
of a book entitled “I'm Dancing As Fast As I Can” which set forth the serious
physical and emotional difficulties encountered by her as the result of the ex-
cessive prescription by her psychiatrist of the drug Valium. In her book she gave
the psychiatrist the fictitious name of Dr. Allen. In fact, there was only one
psychiatrist named Allen in the Manhattan phone book. That Allen sued for
defamation. We held that the dissimilarities between the Dr. Allen named in the
book and the plaintiff were such as to negate any suggestion that he was the
person indicated. . . .

In Lyons v. New American Library, Inc., 78 A.D.2d 723, 432 N.Y.S.2d 536,
the defendants were the publishers and authors of a fictional version of the de-
tailed and sometimes frustrating search by the New York City Police Department
to discover and ultimately apprehend the random killer who was commonly re-
ferred to as “Son of Sam.” During a conversation among several New York City
police officers engaged in the investigation, defamatory reference was made to
the incompetence of a sheriff headquartered in Malone, New York. Plaintiff was
the sheriff of Franklin County and maintained his office in Malone, New York.
He brought suit to recover for libel. In dismissing the action the court noted:
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The work clearly states that it is fiction and that, combined with plaintiff's admission
that he did not participate in the Son of Sam investigation, requires the conclusion
that the passage is not actionable (p. 724, 432 N.Y.S.2d 536).

The teaching of these cases is that for a defamatory statement or statements
made about a character in a fictional work to be actionable the description of the
fictional character must be so closely akin to the real person claiming to be
defamed that a reader of the book, knowing the real person, would have no
difficulty linking the two. Superficial similarities are insufficient, as is a common
first name. In the circumstances here presented we cannot say that Chapter 10
of State of Grace is susceptible of the interpretation ascribed to it by plaintiff.
Accordingly, we hold that the first two causes of action must be dismissed. . ..

KUPFERMAN, JUSTICE PRESIDING (dissenting in part)

I dissent and would affirm. The majority opinion fairly states the facts, although
it omits and glosses over items of similarity which would indicate that the char-
acter portrayed in the defendants’ novel refers to the plaintiff.

It cannot be determined, as a matter of law . . . that the writing is not “of and
concerning” the plaintiff.

The Court accepts the fact that the defendant-author contemplated including
the plaintiff in his book, although the portrayal would have been of a more
appealing character. There can be no question but that the portrayal in the book
is defamatory, and the only issue is identification. The dissimilarities which the
Court stresses, “both in manner of living and in outlook,” are the very basis for
the allegations of defamation. To accept them as leading to the conclusion that
there is no connection is the essence of a bootstrap operation.

The Record contains a letter from a former lecturer and teacher at Columbia
University who had known both the plaintiff and the author-defendant, which
has the following paragraph:

I have read Robbie’s book and am absolutely amazed that he has put Lisa into it—
under her own name!—as a psychology student who has become a highclass pros-
titute. What a childish revenge! She is described making torridly clinical “love” to
an Ttalian tycoon-gangster who connives to have the pope killed . . . I wonder if L.
[Lisa] has read it? (emphasis added)

NOTE

Authors have always drawn from their life experiences in their writings, even where
their works are not expressly autobiographical. Michael Polydoros went to school with
David Mickey Evans, the eventual writer/director of the film The Sandlot. A character in
the film—Michael “Squints” Palledouros—bore a strong physical resemblance to Poly-
doros at the time he and Evans went to school together. Polydoros sued for defamation,
invasion of privacy, commercial appropriation of identity, and negligence. The Court of
Appeal (whose opinion was re-published by order of the Supreme Court), held that “mere
similarity or even identity of names is insufficient to establish a work of fiction is of and
concerning a real person . . . [Rludimentary similarities in locale and boyhood activities do
not make ‘The Sandlot’ a film about [Polydoros’] life This is a universal theme and a
concededly fictional film. The faint outlines [Polydoros] has seized upon do not transform
fiction into fact.” Polydoros v. Twentieth Century Fox Film Corp., 79 Cal. Rptr.2d 207,
1997 Cal. App.LEXIS 724 (2d Dist. 1997); Polydoros v. Twentieth Century Fox Film Corp.
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79 Cal.Rptr.2d 206, 1998 Cal. LEXIS 6651 (Cal. 1998) (dismissing review and ordering
publication).

Bindrim v. Mitchell, 155 Cal.Rptr. 29 (Ct. App.), cert. denied, 444 U.S.
984 (1979), reh. denied, 444 U.S. 1040 (1980)

KINGSLEY, J.

This is an appeal taken by Doubleday and Gwen Davis Mitchell from a judgment
for damages in favor of plaintiff-respondent Paul Bindrim, Ph.D. The jury re-
turned verdicts on the libel counts against Doubleday and Mitchell . . .

Plaintiff is a licensed clinical psychologist [who] used the so-called “Nude Mar-
athon” in group therapy as a means of helping people to shed their psychological
inhibitions with the removal of their clothes.

Defendant Mitchell had written a successful best seller in 1969 and had set
out to write a novel about women of the leisure class ... [Although she had
gained admittance by assuring Dr. Bindrim that she would not write about the
experience in a novel, she promptly secured a $150,000 advance commitment
from Doubleday to do just that.] Mitchell met Eleanor Hoover for lunch and said
she was worried because she had signed a contract and painted a devastating
portrait of Bindrim . .. The novel was published under the name Touching and
it depicted a nude encounter session in Southern California let by “Dr. Simon
Herford.” . ..

The parallel between the actual nude marathon sessions and the sessions in
the book Touching was shown to the jury by means of the tape recordings Bin-
drim had taken of the actual sessions. Plaintiff complains in particular about a
portrayed session in which he tried to encourage a minister and his wife to attend
the nude marathon. Plaintiff alleges he was libeled by the passage below:

[Excerpts from Touching, pages 126-127]

The minister was telling us how the experience had gotten him further back to
God.

And all the time he was getting closer to God, he was being moved further away
from his wife, who didn’t understand, she didn’t understand at all. She didn’t realize
what was coming out of the sensitivity training sessions he was conducting in the
church.

He felt, he, more than felt, he knew, that if she didn’t begin coming to the nude
marathons and try to grasp what it was all about, the marriage would be over.

“You better bring her to the next marathon,” Simon said.

“T've been trying,” said the minister. “T only pray she comes.”

“You better do better than pray,” said Simon. “You better grab her . .. and drag
her here.”

“I can only try.”

“You can do more than try. You can grab her by the c**t.”

“A man with that kind of power, whether it comes from God or from his own
manly strength, strength he doesn’t know he has, can drag his wife here by the
f*****g C**t.”

“T know,” Alex said softly, “I know.”

[Transcript of actual session]

“T've come a long way.”
“T'd like to know about your wife. She hasn’t been to a marathon?”
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“No.”

“Isn’t interested? Has no need?”

“I don’t—she did finally say that she would like to go to a standard sensitivity
training session somewhere. She would be—TI can’t imagine her in a nude marathon.
She can’t imagine it.”

“Why?”

“Neither could I when I first came.”

“Yeh. She might. I don’t know.”

“It certainly would be a good idea for two reasons: one, the minor one is that
you are involved here, and if she were in the same thing, and you could come to
some of the couple ones, it would be helpful to you. But more than that, almost a
definite recipe for breaking up a marriage is for one person to go into growth groups
and sense change and grow ...”

“I know that.”

“Boy they sure don’t want that, and once they’re clear they don’t need that mate
any more, and they are not very patient.”

“But it is true, the more I get open the more the walls are built between us. And
it's becoming a fairly intelligent place, a fairly open place, doing moderate sensitivity
eyeballing stuff with the kids. I use some of these techniques teaching out [sic]
class work.”

“Becoming more involved?”

“Yeh, involved at the same time that I am more separated from. It's a paradox
again, isn’t it?”

“Mmm.”

Plaintiff asserts that he was libeled by the suggestion that he used obscene lan-
guage which he did not in fact use. Plaintiff also alleges various other libels due
to Mitchell’s inaccurate portrayal of what actually happened at the marathon.
Plaintiff alleges that he was injured in his profession and expert testimony was
introduced showing that Mitchell’s portrayal of plaintiff was injurious and that
plaintiff was identified by certain colleagues as the character in the book, Simon
Herford.

I

[The Court first proceeded to find that although the plaintiff was a public figure,
there was clear and convincing evidence of actual malice. Later, the court found
that although the book was a novel, it portrayed events in a factual manner.]
Mitchell’s reckless disregard for the truth was apparent from her knowledge of
the truth of what transpired at the encounter, and the literary portrayals of that
encounter. . . . Since “actual malice” concentrates solely on defendants’™ attitude
toward the truth or falsity of the material published . ..and not on malicious
motives, certainly defendant Mitchell was in a position to know the truth or falsity
of her own material. . . .

i

Appellants claim that, even if there are untrue statements, there is no showing
that plaintiff was identified as the character, Simon Herford [or] identifiable as
Simon Herford, relying on the fact that the character in Touching was described
in the book as a “fat Santa Claus type with long white hair, white sideburns, a
cherubic rosy face and rosy forearms” and that Bindrim was clean shaven and
had short hair. Defendants rely on Wheeler v. Dell Publishing Co. (Tth Cir. 1962)
300 F.2d 372, which involved an alleged libel caused by a fictional account of
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an actual murder trial. The Wheeler court said (at p. 376): “In our opinion, any
reasonable person who read the book and was in a position to identify Hazel
Wheeler with Janice Quill would more likely conclude that the author created
the latter in an ugly way so that none would identify her with Hazel Wheeler.
It is important to note that while the trial and locale might suggest Hazel
Wheeler to those who knew the Chenoweth family, suggestion is not identifi-
cation. In Levey [v. Warner Bros. Pictures (S.D.N.Y. 1944) 57 F. Supp. 40] the
court said those who had seen her act may have been reminded of her by songs
and scenes, but would not reasonably identify her.” However, in Wheeler the
court found that no one who knew the real widow could possibly identify her
with the character in the novel. In the case at bar, the only differences between
plaintiff and the Herford character in Touching were physical appearance and
that Herford was a psychiatrist rather than a psychologist. Otherwise, the char-
acter Simon Herford was very similar to the plaintiff. We cannot say, as did the
court in Wheeler, that no one who knew plaintiff Bindrim could reasonably iden-
tify him with the fictional character. Plaintiff was identified by several witnesses
and plaintiff’s own tape recordings of the marathon sessions show that the novel
was based substantially on plaintiff's conduct in the nude marathon.

Defendant also relies on Middlebrooks v. Curtis Publishing Co. (4th Cir. 1969)
413 F.2d 141, where the marked dissimilarities between the fictional character
and the plaintiff supported the court’s finding against the reasonableness of iden-
tification. In Middlebrooks, there was a difference in age, an absence from the
locale at the time of the episode, and a difference in employment of the fictional
character and plaintiff; nor did the story parallel the plaintiff’s life in any signif-
icant manner. In the case at bar, apart from some of those episodes allegedly
constituting the libelous matter itself, and apart from the physical difference and
the fact that plaintiff had a Ph.D. and not an M.D., the similarities between
Herford and Bindrim are clear, and the transcripts of the actual encounter week-
end show a close parallel between the narrative of [defendant’s] novel and the
actual real life events . . .

JEFFERSON, J. (Concurring)
... The dissent erroneously describes the majority holding as creating a cause of
action for libel out of a work of fiction that attacks the techniques of “nude

encounter therapy.” . .. Had the defendant author of the work limited her novel
to a truthful or fictional description of the techniques employed . . . I would agree
with the dissent. ... But here we have a description of a therapist as using in-

sulting and vulgar language of the rankest sort in addressing his patients. Ap-
parently the dissent does not consider that such language is capable of being
defamatory of plaintiff in his professional role . . . [Such] vulgarity . . . would nec-
essarily be considered by numerous persons as completely unprofessional and
defamatory if used by a professional therapist such as the plaintiff. .. It is my
view that any reader of the novel, whether familiar with a professional therapist’s
practice or not, might well conclude that a therapist described in the novel was
a lewd and dissolute character in the practice of his profession. . . .

FiLES, J. (Dissenting)
[Plaintiff’s] grievance . ..is provoked by [defendant’s] institutional criticism.

Plaintiff’s “concession” that he is a public figure appears to be a tactic to enhance
his argument that any unflattering portrayal of this kind of therapy defames him.
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The decision of the majority . .. poses a grave threat to any future work of
fiction which explores the effect of techniques claimed to have curative value. . . .

The only arguably defamatory matter T can find ... is in the passages which
portray the fictional therapist using coarse, vulgar and insulting language in ad-
dressing his patients . . .

Defendants” novel describes a fictitious therapist who is conspicuously differ-
ent from plaintiff in name, physical appearance, age, personality and profession.

Indeed, the fictitious Dr. Herford has none of the characteristics of plaintiff
except that Dr. Herford practices nude encounter therapy. Only three witnesses,
other than plaintiff himself, testified that they “recognized” plaintiff as the fici-
tious Dr. Herford. All three of those witnesses had participated in or observed
one of plaintiff’'s nude encounter marathons. The only characteristic mentioned
by any of the three witnesses as identifying plaintiff was the therapy practiced
... Plaintiff has no monopoly upon the encounter therapy which he calls “nude
encounter.” Witnesses testified without contradiction that other professionals use
something of this kind. . ..

Plaintiff’s brief discusses the therapeutic practices of the fictitious Dr. Herford
in two categories. Those practices which are similar to plaintiff’s technique are
classified as identifying. Those which are unlike plaintiff’s are called libelous
because they are false. Plaintiff has thus resurrected the spurious logic which
Professor Kalven found in the position of the plaintiff in New York Times v.
Sullivan, 376 U.S. 254. Kalven wrote: “There is revealed here a new technique
by which defamation might be endlessly manufactured. First it is argued that,
contrary to all appearances, a statement referred to the plaintiff; then, that it
falsely ascribed to the plaintiff something that he did not do, which should be
rather easy to prove about a statement that did not refer to plaintiff in the first
place . ..” Kalven, “The New York Times Case: A Note on the ‘Central Meaning
of the First Amendment’,” 1964 Sup. Ct. Rev. 191, 199.

NOTES

1. Of course, one of the elements of defamation is publication. How many recipients
must the material reach? The Bindrim court held that the fact that several professional
colleagues recognized Bindrim from the novel was sufficient to constitute “publication,”
a result with which Judge Files™ dissent disagreed.

2. What if the allegedly defamatory statement applies to a group? There can be no
recovery if the group is sufficiently large that no individual can claim that the statement
is of and concerning him/her. See, e.g., O'Brien v. Williamson Daily News, 735 F.
Supp. 218 (E.D. Ky. 1990) (reference to possible sexual misconduct by high school teach-
ers; group of 29 too large to permit claim of identification of any particular individual)
and Noral v. Hearst Publications, 40 Cal. App. 2d 348, 104 P.2d 860 (1940) (reference to
“officials” of labor union too broad.)

3. On the other hand, so-called “veggie libel” laws apply to entire industries. Although
Texas Beef Group v. Winfrey, 201 F.3d 680 (5th Cir. 2000) held that Oprah Winfrey was
not liable in defamation because of alleged losses of beef sales due to a discussion of “mad
cow” disease on her syndicated talk show, the court apparently accepted the constitution-
ality of the legislative concept.

3.2.5 Damage to Reputation

Finally, it must be demonstrated that plaintiff's reputation has been damaged by
the unprivileged false factual published statement. However, there are apparently
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some people who are not capable of being defamed. See, for example, Cerasani
v. Sony Corporation, 991 F. Supp. 343 (S.D.N.Y. 1998). The 1996 film, Donnie
Brasco, based on the 1987 autobiography of former FBI agent Joseph Pistone,
depicts Pistone’s six-year undercover odyssey as a member of the Bonnano crime
family. The film depicts Cerasani (by name) as viciously beating a driver during
a truck hijacking, brutally beating the maitre d” at a Japanese restaurant, and
participating in the gruesome murder of at least one Bonnano family captain.
Cerasani based his libel suit on the facts (1) that he was never charged with
participating in or committing the murder, and (2) that while he was charged in
the 1982 criminal action in which Pistone testified, he was acquitted of all
charges. Nonetheless, his case was dismissed. Pistone had testified against him
in 1982, and there had been extensive press coverage at the time. Pistone wrote
about him at great length in his book. In between, in 1985, Cerasani had pled
guilty to racketeering, conspiracy to commit bank robbery, and possession of
drugs with intent to distribute. At the time he sued Sony, he was newly indicted
for racketeering, extortion, and securities fraud. Under the circumstances, Judge
Chin held that Cerasani’s reputation was so badly tarnished that he could not be
defamed, even if everything he cited in his complaint was defamatory, citing
Guccione v. Hustler Magazine, Inc., 800 F.2d 298, 303 (2d Cir. 1986), cert. denied,
479 U.S. 1091; see also, Cardillo v. Doubleday & Co., Inc., 518 F.2d 638, 639
(2d Cir. 1975). Since he had such a low reputation, he was “libel-proof,” under
Herbert v. Lando, 781 F.2d 298, 311 & n. 9 (2d Cir.), cert. denied, 476 U.S. 1182
(1986). In what may have been the understatement of the year, Judge Chin
observed that Cerasani “is not a model citizen.”

Nor can the plaintiff recover where he claims that his reputation has been
damaged by an accusation that he performed an act which, though unpopular in
plaintiff’s community, is legal. Thus, in Agnant v. Shakur, 30 F.Supp. 2d 420,
1998 U.S. Dist. LEXIS 19714 (S.D.N.Y. 1998), it was held not to be defamatory
for Tupac Shakur to accuse plaintiff of being an undercover police informant.
(The court also held that Agnant could not recover for other statements by Shakur
because they did not constitute libel per se and Agnant had not pleaded special
damages. See Sec. 3.2.1, above.)

3.2.6 Defensive Aspects

3.2.6.1 Prior Restraint

Due to judicial concern for the First Amendment, prior restraint against publi-
cation is almost never available. There is an almost insuperable presumption
against it. Near v. Minnesota, 283 U.S. 697 (1931). This principle has been upheld
even in a case in which publication of a book might endanger government agents.
State of Israel v. St. Martin’s Press, 166 App. Div. 2d 251 (1st Dept. 1990). In
Ruffin-Steinback v. DePasse, 17 F. Supp. 2d 699, 1998 U.S. Dist. LEXIS 14927
(E.D. Mich. 1998), the daughter of a former member of a famous recording group
was unable to prevent the broadcast of a miniseries about the group’s career.

3.2.6.2 Public Officials/Public Figures

Of course, the basic media protection in this area is found in the rule of New
York Times v. Sullivan, 376 U.S. 254 (1964), which held that publication of de-
famatory material must be made with “actual malice” in order for a public official
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to recover, “actual malice” being defined as knowledge of falsity or reckless dis-
regard for truth or falsity. It is not a matter of attitude (which has led some
scholars to use the term “constitutional malice” rather than “actual malice.”) This
rule has been extended to one who, while not a public official, is involved in an
issue of public interest. This status can be general or limited. Gertz v. Welch,
418 U.S. 323 (1974) (although involved in a lawsuit, a lawyer had not injected
himself into a public interest issue and—TIike the plaintiff in Clark v. ABC (Sec.
3.2.3)—had no access to the media to rebut the defamatory article.) “Newswor-
thiness” is a key element. Is it a matter of public interest? In this area, because
of the higher standard of proof required, courts give considerable latitude to
editorial judgment; in the absence of clear abuse, the courts will defer to the
editor’s determination of whether a matter is reasonably related to the public
interest. Huggins v. Moore, 94 N.Y. 2d 296 (1999). However, it should also be
noted that where a plaintiff is not involved in a matter of public concern, punitive
damages may be available even in the absence of malice. Dun & Broadstreet,
Inc. v. Greenmoss Builders, Inc., 472 U.S. 749 (1985). Thus, where a book falsely
accused a Pakistani photojournalist of assassinating Sen. Robert Kennedy, the
publisher of an article about the book (which included a photograph of the plain-
tiff on the podium with Sen. Kennedy just before the shooting) was liable for
punitive damages; the plaintiff’s presence on the podium did not make him either
an involuntary or limited-purpose public figure. Khawar v. Globe International,
Inc. 79 Cal. Rtpr. 178, 1998 Cal. LEXIS 6880 (Cal. 1998).

The test in the area of “reckless disregard” is whether the defendant had
subjective doubts (i.e., it is not a reasonable person test.) St. Amant v. Thomas,
390 U.S. 727 (1968) (candidate relied on affidavit from union member; unaware
of need to verify facts independently.)

Often, celebrities and others involved in public issues try to head off unfavor-
able media treatment by having their lawyers send letters threatening legal ac-
tion. However, by itself, a “lawyer letter” is not sufficient to trigger subjective
doubts. Davis v. Costa-Gavras, 619 F. Supp. 1372 (S.D.N.Y. 1984). However, a
“lawyer letter” supported by evidentiary material may impose a duty to investi-
gate further. Rinaldi v. Viking Penguin, Inc., 52 N.Y.2d 422 (1981)(attorney’s
letter was accompanied by factual materials demonstrating that judge could not
have taken part in allegedly corrupt events.)

NOTES

1. The fact that an individual has a relationship with or to a public figure does not per
se invest that individual with (or impose on that individual) the status of a public figure.
Thus, the ex-husband of TV personality Joan Lunden (who was himself a television pro-
ducer) was not transmuted into a public figure by having been divorced from Ms. Lunden,
and was required to meet the lower “negligence” burden of proof rather than the “actual
malice” standard discussed above. Krauss v. Globe International, Inc., 251 A.D.2d 191,
1998 N.Y. App.Div.LEXIS 7372 (st Dept. 1998).

2. “SLAPPs” are “strategic lawsuits against public participation,” i.e., meritless litigation
brought to chill criticism. States have adopted anti-SLAPP statutes (e.g., Mass. G.L.c. 231
§59H; Cal. Code of Civil Procedure §425.16). The California statute was applied to uphold
the dismissal of a libel action by a political consultant against the publisher of the magazine
Mother Jones, in Sipple v. Foundation for National Progress, 71 Cal.App. 4th 226, 83
Cal.Rptr.2d 677 (2d Dist. 1999)
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3.2.6.3 Burden of Proof

The burden of proof of falsity in a media defamation case involving a matter of
public concern rests upon the plaintiff, whether plaintiff is a public figure or a
private figure. Philadelphia Newspapers v. Hepp, 475 U.S. 767 (1986), and this
burden can be met only by clear and convincing evidence. Tavoulareas v. Piro,
260 App. D.C. 39, 817 F.2d 762, cert. denied, 484 U.S. 870 (1987). On review,
moreover, the appellate court will perform an independent review (instead of
applying the “clearly erroneous” standard). Bose v. Consumers Union, 466 U.S.
485 (1984), reh. denied, 467 U.S. 1267.

3.2.6.4 Judicial Resistance Toward Alternative Remedies

In a novel and imaginative attempt to avoid the high bar confronted by plaintiffs
in defamation cases, a chain of supermarkets sued a broadcast network for fraud,
breach of duty of loyalty, trespass, and unfair trade practices in a case in which
network employees falsified their personal histories in order to gain employment
with the chain and conduct undercover investigations into claims that the chain
knowingly sold outdated meat. A $5 million punitive damages verdict (on top of
a compensatory damages verdict of $1,402, including $2 in damages for breach
of the duty of loyalty) in favor of the chain (which had already been reduced by
the trial judge to $315,000) was to all intents and purposes reversed by the
Fourth Circuit in Food Lion, Inc. v. Capital Cities/ABC, Inc., 1999 U.S. App.
Lexis 26373 (4th Cir. 1999). Although the Fourth Circuit affirmed the $2 award,
the Court noted that Food Lion had acknowledged that it could not prove that
ABC had acted with actual malice, and refused to allow Food Lion to run “an
end run around First Amendment strictures,” citing Hustler Magazine v. Falwell,

485 U.S. 46 (1988).

3.3 PERSONAL RIGHTS: PRIVACY

3.3.1 Introduction: Common Law

The right of privacy as a legally enforceable right is largely a twentieth-century
development. As with other modern legal theories, privacy’s roots are embedded
in a variety of common law precedents, but its enunciation as an integrated legal
theory is of recent origin. Thomas Cooley in his treatise on torts remarked on a
right “to be left alone.”

Then came a landmark article by Samuel Warren and Louis Brandeis, pub-
lished in volume four of the Harvard Law Review in 1890. Titled “The Right to
Privacy,” the article begins its analysis with the following:

That the individual shall have full protection in person and in property is a principle
as old as the common law; but it has been found necessary from time to time to
define anew the exact nature and extent of such protection. Political, social, and
economic changes entail the recognition of new rights, and the common law, in its
eternal youth, grows to meet the demands of society. Thus, in very early times, the
law gave a remedy only for physical interference with life and property, for tres-
passes vi et armis. Then the “right to life” served only to protect the subject from
battery in its various forms; liberty meant freedom from actual restraint; and the
right to property secured to the individual his lands and his cattle. Later, there
came a recognition of man’s spiritual nature, of his feelings and his intellect. Grad-
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ually the scope of these legal rights broadened; and now the right to life has come
to mean the right to enjoy life—the right to be let alone; the right to liberty secures
the exercise of extensive civil privileges; and the term “property” has grown to
comprise every form of possession—intangible, as well as tangible.

Following this came various writings of William Prosser. In one of his later
efforts, Dean Prosser enunciated the four categories included within a personal
right to privacy. These are:

1. Protection against intrusion into one’s private affairs;

2. Avoidance of disclosure of one’s embarrassing private facts;

3. Protection against publicity placing one in a false light in the public eye; and

4. Remedies for appropriation, usually for commercial advantage, of one’s name or like-
ness.

Most jurisdictions today have interwoven one or more of these categories into
their case law. A few jurisdictions have granted statutory recognition. But in all,
an uncertain process has left incomplete the protection many states afford citizens
under a right of privacy.

Under Prosser’s four areas of classic privacy violations, the first three protect
an individual from mental harm resulting from the harsh and unwelcome glare
of persona invasion. The concerns of these three differ from the theoretical un-
derpinnings of Prosser’s fourth intrusion, since the focus of the fourth is not so
much on mental harm but on the proprietary interests of protecting against mis-
appropriation of one’s name or likeness for commercial gain.

Since this fourth intrusion is similar to the protections afforded by the right
of publicity, courts have had difficulty distinguishing the two rights when a mis-
appropriation of name or likeness occurs. Some courts have refused to recognize
any differences at all. Courts which have recognized a common law right of
publicity have chosen to distinguish the two rights on the grounds that the state’s
interest in enforcing them is different. Prosser stated:

The interest protected “in permitting recovery (for a privacy invasion)” is clearly
that of reputation, with the same overtones of mental distress as defamation! . . . By
contrast, the State’s interest in permitting the proprietary interest of the individuals
is closely analogous to the goals of patent and copyright law, focusing on the right
of the individual to reap the reward of his endeavors and having little to do with
protecting feeling. (Prosser, “Privacy,” 48 California Law Review, p. 406)

Thus, the decision by a court to apply privacy versus publicity may depend on
quite different considerations.

Since the right of privacy is a personal right, generally only persons who are
injured may assert a claim. Consequently, the right is not assignable and usually
does not survive the injured party’s death. These limitations obviously make a
publicity claim more attractive if assignment or descendibility is at issue. In
addition, as a practical matter, the right of publicity is predominantly a right for
celebrities whose names have commercial value; in contrast, the right of privacy
is more applicable to the average individual. These characterizations are not
inflexible and sedimentary, however, and celebrities for good reason at times
invoke rights of privacy when unwarranted intrusions occur.
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A right of privacy claim has three elements: the use of one’s name or image
in an (1) identifiable manner, (2) without consent, and (3) in situations in which
the invasion benefits the wrongdoer. It is irrelevant how many people recognize
the individual whose privacy is invaded, but recognition may be a factor in as-
sessing damages.

A fictionalized work may give rise to a claim if the use of a name or physical
characteristics makes the complainant identifiable. Whether fictionalized or not,
an unauthorized depiction of an individual need not be a complete facsimile to
warrant a privacy invasion. Some jurisdictions do not even require that the per-
son be identified, but allow pictorial surroundings to constitute identification. In
most jurisdictions, the complainant’s actual name need not be used if a nickname
or other name permits identification.

As with other personal rights, privacy rights may conflict with First Amend-
ment rights. This raises the important question of when is there a public interest
in the depictions presented? This question is discussed in Section 3.3.3.

3.3.1.1 The First Cases: Roberson and Pavesich

The most famous of the early privacy cases was Roberson v. Rochester Folding
Box Co., 171 N.Y. 538, 64 N.E. 442 (1902), in which the Court of Appeals held
(in a 4-3 decision) that the unauthorized use of an individual’s picture on flyers
promoting the sale of flour boxes did not violate that individual’s right of privacy.
“The so-called right of an individual,” the majority stated, “founded on the claim
that he has the right to pass through this world without having his picture pub-
lished, his business enterprises discussed, his successful experiments written up
for the benefit of others, or his eccentricities commented on in circulars, peri-
odicals, or newspapers, whether the comment be favorable or otherwise, does
not exist in law, and is not enforceable in equity.” (The absence of a common
law right of privacy in New York was reiterated in Costanza v. Seinfeld, 181
Misc.2d 562, 693 N.Y.S.2d 897 [Sup. Ct. N.Y.Co. 1999], in which one Michael
Costanza sued the creators of “Seinfeld” claiming that the character of George
Costanza was based on him. Plaintiff was time-barred under §§ 50 and 51 of the
New York Civil Rights Law. However, he could not fall back on the longer
limitations period applicable to common law torts.) It fell to the Georgia Supreme
Court to take the first step toward protecting the right of privacy, as well as
recognition (in dicta) of the right of publicity. As we will see, the positions ex-
pressed by the Pavesich court have taken root in subsequent statutory and case
law.

Pavesich v. New England Life Insurance Co., 122 Ga. 191 (1904)

Coss, J.

[The Atlanta Constitution published an easily recognizable likeness of the plaintiff
in an advertisement for the New England Life Insurance Company, without the
participation or consent of the plaintiff (who was not insured by the company).
His picture was next to that of a poorly dressed and sickly looking person. Above
the picture of the plaintiff were the quotes: “Do it now. The man who did.”
Above the other person appeared: “Do it while you can. The man who didn’t.”
This time the court had no trouble recognizing (or, in its view, rediscovering)

the right of privacy:] “[Tlhe right of privacy has its foundation in the instincts of
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nature . . . [A]s to each individual member of society there are matters private
and there are matters public so far as the individual is concerned.” . ..

The right of one to exhibit himself to the public at all proper times, in all
proper places, and in a proper manner is embraced within the right of personal
liberty. The right to withdraw from the public gaze at such times as a person
may see fit, when his presence in public is not demanded by any rule of law is
also embraced within the right of personal liberty. Publicity in one instance and
privacy in the other is each guaranteed. If personal liberty embraces the right of
publicity, it no less embraces the correlative right of privacy; and this is no new
idea in Georgia law. . . .

The right of privacy, however, like every other right that rests in the individual,
may be waived by him, or by any one authorized by him, or by any one whom
the law empowers to act in his behalf, provided the effect of his waiver will not
be such as to bring before the public those matters of a purely private nature
which express law or public policy demands shall be kept private. This waiver
may be either express or implied, but the existence of the waiver carries with it
the right to an invasion of privacy only to such an extent as may be legitimately
necessary and proper in dealing with the matter which has brought about the
waiver. It may be waived for one purpose and still asserted for another . . . Lib-
erty includes the right to live as one will, so long as that will does not interfere
with the rights of another or of the public. One may desire to live a life of
seclusion; another may desire to live a life of publicity; still another may wish to
live a life of privacy as to certain matters and of publicity as to others. . . .

The stumbling block [is the tension between privacy and] the liberty of speech
and of the press ... Each is a natural right, each exists, and each must be rec-
ognized and enforced with due respect for the other. . .. The right to speak and
write and print has been, at different times in the world’s history, seriously in-
vaded by those who, for their own selfish purposes, desired to take away from
others such privileges, and consequently these rights have been the subject of
provisions in the constitutions of the United States and of this State. . . . The right
of privacy [cannot] interfere with the free expression of one’s sentiments and the
publication of every matter in which the public may be legitimately interested.
In many cases the law requires the individual to surrender some of his natural
and private rights for the benefit of the public; and this is true in reference to
some phases of the right of privacy as wel