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Def endant s,
and

ZAO ELORG and THE TETRI S COVPANY,
LLC,

Def endant - | nt er venors.

Plaintiff, Luxury International, Inc. ("“Luxury”), seeks an
order: (1) conpelling the United States Custons Service (“Custons”)
to release its LCD hand-held video ganes (“LCD games”) from
detention; and (2) requiring Custons to deliver to it the security
posted by the defendant-intervenors, ZAO Elorg (“Elorg”) and The
Tetris Conpany, LLC (“Tetris”). Luxury contends that Custons’
remand determnation finding that its LCD ganes infringed on
El org/ Tetris’ copyright was erroneous and that, therefore, the
continued detention of the LCD ganes and the security is unlawful.
Def endant -i ntervenors, on the other hand, request that the Court:
(1) affirm Custons’ remand determ nation; (2) instruct Custons to
seize the LCD ganes; (3) order Custons to return the security to
them and (4) grant their notion to dismss.

Hel d: Custons’ renmand determnation is affirmed. Luxury’s
request for an order conpelling Custons to release its LCD ganes
and to deliver the security toit is denied. Elorg/Tetris’ request
for an order conpelling Custons to seize the LCD ganes and return
the security to themis granted. Elorg/Tetris’ notion to dismss
is granted.
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OPI NI ON

TSOQUCALAS, Senior Judge: Plaintiff, Luxury International,
Inc. (“Luxury”), seeks an order: (1) conpelling the United States
Custons Service (“Custons”) to release its LCD hand-held video
ganes (“LCD ganes”) from detention; and (2) requiring Custons to
deliver toit the security posted by the defendant-intervenors, ZAO
Elorg (“Elorg”) and The Tetris Conpany, LLC (“Tetris”). Luxury
contends that Custons’ remand determ nation finding that its LCD
ganes infringed on Elorg/ Tetris’ copyright was erroneous and that,
therefore, the continued detention of the LCD ganes and the
security is unlawful. Def endant -i ntervenors, on the other hand,
request that the Court: (1) affirm Custons’ renmand determ nati on;
(2) instruct Custons to seize the LCD ganes; (3) order Custons to

return the security to them and (4) grant their notion to dism ss.
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BACKGROUND

On February 19, 1999, Luxury brought an action in this Court
contesting Custons’ denial of its protest, <challenging the
continued detention of its LCD ganes.! The Court determ ned that
while it could properly exercise jurisdiction over Custons’ deni al
of Luxury’'s protest under 28 U. S.C. 8§ 1581(a) (1994), Luxury had
prematurely comrenced the action in the Court and had effectively
circunvented the adm ni strative process by whi ch Cust ons woul d have
ultimately issued a determnation on whether the LCD ganes
infringed on Elorg/ Tetris’ copyright. On Septenber 23, 1999, the
Court issued an order remanding the nmatter to Custons to deci de the
i ssues pertaining to copyright infringenment pursuant to 28 U S. C.

§ 2643(c) (1) (1994).

On  Novenber 17, 1999, the Court conducted a telephone
conference and heard argunents by the parties with regard to
Luxury’s application for an injunction. On Novenber 18, 1999, this
Court issued an injunction prohibiting the Conm ssioner of Custons,
Raynmond Kelly, and the Port Director of the Los Angel es Custons
District, Irene Jankov, fromrel easing any funds or other security
until the Court reached a decision pertaining to copyright

infringenment and Custons’ detention of the mnerchandise. On

! The facts surrounding this action are detailed in this

Court’s previous opinion and famliarity with them is presuned.
See Luxury Int’l, Inc. v. United States, 23 C T , 69 F. Supp. 2d
1364 (1999).
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Novenber 22, 1999, the Court issued an order prohibiting Custons
frominstituting sei zure proceedi ngs pendi ng resol uti on of the case
or until the Court granted permssion to comence seizure
proceedi ngs, and further decreed that the failure of Custons to
institute seizure proceedings after the finding of infringenent by
Custons would not constitute a breach or violation of any Custons

regul ation.

JURI SDI CTl ON

The Court retains jurisdiction over this matter pursuant to 28
US C 8§ 1581(a) (1994), which provides the Court “shall have
exclusive jurisdiction of any civil action commenced to contest the
denial of a protest, in whole or in part, under section 515 of the
Tariff Act of 1930.” Section 515 of the Tariff Act, 19 U S.C 8§
1515 (1994 & Supp. 1l 1997), details the process by which Custons
nodi fies and perforns admi nistrative review of its decisions and
“provides for the all owance or denial of a protest filed pursuant

to section 514 of the Tariff Act of 1930.” Lowa, Ltd. v. United

States, 5 CIT 81, 84, 561 F. Supp. 441, 444 (1983) (citation

omtted).
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DI SCUSSI ON

Entitlenent to Protect Copyright

Elorg licenses the intell ectual property inits trademarks and
copyright registrations to various entities, including N ntendo of
Anerica, Inc. (“Nintendo”). See Ex. in Supp. of Luxury’s Resp. Re
Infringenment (“Luxury’s Ex.”) Oat 1. N ntendo is the copyright
claimant for the copyright at issue, PAU 1,284,318 (“Copyright”),
and recorded it with Custons under Custons Recordation No. 89-170.
See id. at 4. The Copyright is based on four underlying
copyrights: Copyright Registration Nos. PA 412,170; PA 1,214, 036;
PA 1,214,035; and PA 412,169. See id. The four underlying
copyright registrations are held by Elorg and cover the underlying
conput er code and t he audi o-vi sual aspects of the Tetris gane. See
id. In the Copyright’s registration, Nintendo identifies it as a
derivative work based on Elorg's PA 412,170 and describes the
additional nmaterial as sone “[n]ew nusic and background sounds;
sonme new visual display; [and the] conputer progranf that enables
the Tetris gane to be played on Nintendo's NES system Luxury’s

Ex. D at 2.

Luxury clainms that neither Elorg nor Tetris was identified as
t he owner of the Copyright, that neither recorded t he Copyright for
i nport protection and that, therefore, neither entity was entitled
to file a demand for exclusion, post a bond or participate in the

adm ni strative proceedi ngs. See Luxury’s Response Re |nfringenent
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(“Luxury’s Response”) at 2-3. Luxury clains that only N ntendo of
Anmerica, Inc. (“Nintendo”) is entitled to perform those actions
because it was the entity who filed the Copyright wth the
Copyright O fice and recorded it wth Custons for inport

protection. See id. at 3.

Section 133.31 of part 19 of the Code of Federal Regul ations
provi des that “[c]lains to copyright which have been registered in
accordance with the Copyright Act . . . may be recorded wth
Custons for inport protection.” 19 CF.R 8 133.31(a) (1998).
Section 133.31 further provides that the entity eligible to record
for inport protectionis the “copyright owner, including any person
who has acqui red copyri ght ownership through an excl usive |icense,
assignnment, or otherw se, and clains actual or potential injury .

.” 19 C.F.R § 133.31(b).

In this case, a dispute arises because the party who recorded
the Copyright for inport protection, N ntendo, was not the sane
party who took the neasures outlined in 19 CF. R § 133.43 (1998)
to protect the Copyright; Elorg and Tetris took steps to protect
the Copyright. The regulations, however, do not state that only
the copyright owner who recorded for protection is permtted to
file a witten denmand, post a bond and participate in the
adm nistrative proceedings. See 19 CF. R 8 133.43. The Custons

regulations sinply provide that inported articles detained on
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suspicion that they are infringing “will be released to the
inporter unless . . . the copyright ower files . . . a witten
demand for the exclusion fromentry . . . [and a] bond” wthin

specified time limts. 19 CF. R § 133.43(b)(6). The regul ations
also provide that the “copyright owner” has the right to
participate in the admnistrative proceedings for the disputed
claimof infringenent. 19 CF. R 8§ 133.43(d)(1). The regqgul ations
do not require that the copyright owner who recorded the copyright
be the sanme copyright owner to protect the copyright. Thus, the
failure of Elorg and Tetris to record the Copyright wll not
prevent them from enforcing their rights if they can properly be

consi dered copyright owners.

The term*®* [ c] opyri ght owner, wi th respect to any one of the
exclusive rights conprised in a copyright, refers to the owner of

that particular right.” 19 CF.R 8 133.31(b). It includes “any
person who has acquired copyright ownership through an excl usive
| i cense, assignnment, or otherw se, and clains actual or potenti al

injury . . . .7 Id. It cannot be disputed that Elorg is a
copyright owner wthin the nmeaning of the regulations. The
Copyright is registered under the nane of N ntendo, who is a

| i censee of Elorg.? The Copyright registration, however, states

2 Ni ntendo of Anerica, Inc. and its parent, N ntendo Co.,
Ltd., were the exclusive worldw de licensees of Elorg for the
versions of the Tetris ganme until 1996, after which they becane t he
non- excl usi ve sub-licensee of The Tetris Conpany, LLC. See Def.-
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that an earlier version of the Copyright, nanely, PA 412,170, has
al ready been registered. See Luxury’'s Ex. D at 2. PA 412,170 is
owned by Elorg and enconpasses nost of the intellectual property
which forns the basis of the Copyright. In fact, the Copyright
differs from Elorg’s PA 412,170 only in some “‘new nusic and
background sounds; sone new visual display, [and the] conputer
program that allows the TETRI'S gane to be pl ayed on N ntendo’ s NES
honme- entertai nment system” Luxury’'s Ex. Oat 4. Thus, Elorg is
properly consi dered a copyright owner by virtue of its ownership of

the intellectual property upon which the Copyright is based.

Simlarly, Tetris is a copyright owner under the regul ations
because it has held Elorg’s exclusive rights to license the Tetris
gane to third parties in both the United States and other countries
wor | dwi de since 1996. See Def.-Intervenors’ Rebuttal to Luxury’s

Resp. Re Infringenment, Ex. A 3 and Ex. B {3.

Furt hernore, distinguishing between the copyright owner who
records for inmport protection and the copyright owner who acts to
protect its copyright makes little sense in this case. The purpose
of 8§ 133.43 is to provide notice to persons claimng an interest in
a copyright of a potentially infringing inportation so that they

can defend the copyright. See 17 U.S.C. § 602(b) (1994); 19 C F. R

Intervenors’ Rebuttal to Luxury’s Resp. Re Infringenent, Ex. A {3
and Ex. B {3.
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§ 133.43. That purpose was served here when Custons notified
Ni ntendo of the nature of Luxury’'s goods and N ntendo notified
Tetris, the holder of the exclusive rights to license the Tetris
gane, and El org, the hol der of the underlying copyrights upon which

t he Copyright was based.

In sum because Elorg owmns the rights at issue and Tetris is
the exclusive licensee, both entities fall within the neaning of
“copyright owner” as defined by 19 CF. R 8§ 133.31. Because the
regul ati ons do not require that the copyright owner who recorded
t he copyright be the sane copyri ght owner to protect the copyright,
and because Elorg and Tetris are copyright owners, Elorg and Tetris
were entitled to take the steps provided in Custons regulations to
keep Luxury’s nerchandi se fromentering the United States streamof

comer ce.

I1. Tinmeliness of Demand for Exclusion and Posting of Bond
Having found that Elorg and Tetris were entitled to file a
demand for exclusion, post a bond and participate in the
adm ni strative proceedings, the Court proceeds to the issue of
whet her Tetris’ demand for exclusion and posting of the bond were

tinmely.

According to 19 C.F. R 8§ 133.43(b)(6), one who clains that his

copyright is being infringed upon nust make a “witten demand for
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the exclusion fromentry of the detained inported article” and al so
post a bond “conditioned to hold the inporter or owner of the
inported article harm ess fromany |oss or danage resulting from
Custons detention in the event the Conm ssioner or his designee
determ nes that the article is not an infringing copy.” 19 C F. R
133.43(b)(6)(1998). The witten denmand and bond nust be filed with
the port director within 30 days of Custons’ notice that the
inported articles will be released to the inporter unless such

action is taken. See id.

Luxury’s position is that Elorg and Tetris did not file a
tinmely demand for exclusion nor post a tinely bond. See Luxury’s
Resp. at 14. Luxury nmaintains that the copyright owner had until
Oct ober 4, 1998, 30 days from the date of Custons’ Septenber 4,
1998 notice of detention, to file a witten demand for excl usion of
the LCD ganmes and to post a bond. See Luxury’s Conpl. at 3. Elorg
and Tetris, on the other hand, contend that because October 4, 1998
was a Sunday, they had until OCctober 5, 1998 to file a witten
dermand for exclusion and to post a bond. See Def.-Intervenors Mt.

To Dismiss (“Mdt. to Dismiss”) at 9.

Tetris alleges that on October 5, 1998, it attenpted to post
t he bond by tendering $150,000 in cash to Custons, which Custons
refused to accept. See id. On Cctober 6, 1998, however, Custons

indicated that it would accept cash and accepted it. El org and



Court No. 99-02-00093 Page 11
Tetris argue that Custons’ error in not accepting the permssible
cash security in lieu of a bond caused the delay in conplying with
the regul ations and t hat they shoul d not suffer the consequences of

Custons’ m stake. See id. at 11.

The court takes judicial notice of the fact that October 4,

1998 was a Sunday. See Fed. R Evid. 201(b); Norman G Jensen

Inc. v. United States, 33 Cust. Ct. 377, 1954 W 7344 (1954).

Because Cctober 4, 1998 was a Sunday, Tetris had until OCctober 5,
1998 to file a witten denmand for exclusion and to post a bond.

See Arnstrong v. Tisch, 835 F.2d 1139 (5'™" Cir. 1988) (citing Street

v. United States, 133 U. S. 299 (1890)) (holding that when | ast day

of federal regulation fell on weekend or holiday, tine limt was
extended until end of next business day). Because Tetris witten
demand for exclusion was delivered to Custons on Cctober 5, 1998,

it was tinely.

Tetris also posted a tinely bond as required by law. Tetris
tendered a tinely check on Cctober 5, 1998, but Custons refused to
accept a cash paynent. Custons was in error in not accepting the
cash, as the regul ati ons provide that cash may be posted in |ieu of
a bond. See 19 CF. R 8113.40 (1998) (“In lieu of sureties on any
bond required or authorized by any |aw, regul ati on, or
instruction[,] . . . the port director is authorized to accept

United States noney . . . in an anount equal to the anount of the
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bond.”). Tetris fulfilled its obligation under 19 CF. R 8
133.43(b)(6) and there is no reason why Tetris should be penalized
for Custons’ error. Custons was correct in denying Luxury’'s
protest of its decision to continue to detain the ganes because the
witten demand for exclusion and the posting of the bond were

tinmely.

[11. Custonms’ Determ nation of I|nfringenent

Luxury had refused to participate in the proceedi ngs commenced
by Custons to determne whether the LCD ganes infringe on
El org/ Tetris’ copyright. Instead of waiting for Custons’
determ nation on the issue of infringement, Luxury commenced this
action contesting the denial of its protest. Luxury's filing of
the action contesting Custons’ denial of its protest was prenature
and circunvented the proper course of Custons’ admnistrative

pr ocedure.

The Court, therefore, remanded the matter to Custons in order
to allow the admi nistrative process to resune its normal course,
that is, to allow Custons to determ ne whether Luxury's LCD gamnes
infringed on the copyright of Elorg/Tetris. Specifically, the
Court ordered Custons to “determ ne adm ni stratively whet her there
is infringement of ZAO s copyright.” Luxury, 23 CIT at___, 69 F.
Supp. 2d at 1370.
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Custonms conplied wth the Court’s order to neke a
determ nation as to infringenent, which resulted in Custons finding
that Luxury’'s LCD ganes infringed on the Copyright. See Mem to
Director, Los Angel es/Long Beach Support from Acting Chief, |IPR
Branch (Nov. 4, 1999). Custons acted properly pursuant to its
power to make determ nations concerning copyright infringenment
while fulfilling its duty to prohibit inportation of infringing

nmerchandi se. See Mss Anerica Oqg. v. Mattel, Inc., 945 F. 2d 536,

538-39 (2d Gir. 1991).

The proper procedure upon Custons finding an infringenent
mandat es that “the port director shall seize the inported article”
and return the bond to the copyright owmer. 19 CF. R §8 133.44(a)
(1998). Accordingly, the port director nust seize the LCD ganes

and return the bond to Tetris.



Court No. 99-02-00093 Page 14
CONCLUSI ON

Si nce Custons has decided that Luxury’s LCD ganes infringe on

the copyright of Elorg and Tetris, the Court orders that Custons

seize the LCD ganes and return the bond to Tetris. This case is

di sm ssed.

NI CHOLAS TSOQUCALAS
SENI OR JUDGE

Dat ed: March 17, 2000
New Yor k, New Yor k



