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4
5
6 UNITED STATES DISTRICT COURT
7 CENTRAL DISTRICT OF CALIFORNIA
8 WESTERN DIVISION
9
10 | DC COMICS, CASE NO. CV 10-3633 ODW (RZx)
11 Plaintiff,
12 | vs MOTION FOR  PARTIAL SUMMARY
13 || PACIFIC PICTURES CORPet al. \I]DLIJEIE%ICE;NEANILIFTS gSgSSAwA%T%ENN[Z#\EIB?
14 Defendants.
15
16
17 | 1. INTRODUCTION
18 DC Comics(“DC” or “Plaintiff”) filed thisactior in May 201(to secur:its claimed
19 [ interesinthe Superma copyright:afteicertair heirs of Josep Shusteithefirstillustrator
20 [ of Superman, served DC with a copyrighhténation notice purporting to recapture certain
21 || early Superman works as of October 26, 2013.
22 DC now move: for partia summar judgment as to the First and Third Claims.
23 || DC’sFirsiClaim contest the validity of the terminatior notice atissu¢ here anc its Third
24 || Claim, plec in the alternative challenge the wek of agreemen that Marc Toberof and
25 || hisentertainmercompanie ancbusines partner engineerein allegecviolationof DC’s
26 | rights unde the Copyrigh Act. (Mot. at 1 (“There is pressing need to resolve thgse
27 || claims now, given the imminence of the 2013 termination date.”).)
28 || 111
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II. FACTS

Semantic quibbles asid#he following facs are undisputed. On March 1, 19]
Jerome Siegel and Joseph Shuster assigneq@ tthe “exclusive right to the use of tl
[Superman] characters and story.” (UF 3Action Comics #1 (‘AC#1’), published o
April 18, 1938, with a cover datd June 1938, featured an adapted version of Siege
Shuster’'s Superman story(UF 4.) Defendants purport tmt do not actually dispute th
fact by arguing “AC #1 did not feature andapted version of Siegel and Shuste
Superman story.” Siegel and Shuster mafatted their prior Superman story from
newspaper format to a magazine format.” (Id.) All the safter, AC#1 was publisheq
Siegel and Shuster continued to supply With draft Superman material pursuant
work-for-hire agreements. Siegel and Shustre compensated for their work in royalt
and bonuses, both of which increased with Superman’s success. (UF 5.)

By 1941, the Saturday Evening Post repbtteat Siegel and Shuster stood to m
over $2 million (in today’s dollars) in the nepgar alone. (UF 6 (“All present day doll

amounts were calculated using the Bureaduadsior Statistics’ online inflation calculata,

available athttp://www.bls.gov/data/inflation_calculator.hti)/) In 1947, Siegel ang

Shuster sued DC in New York to invalidéhe 1938 assignment. The court found that
1938 assignment granted all Superman right3G@o In 1948, the parties entered int(
stipulated judgment pursuant to which Siegel and Shuster acknowledged that th
assignment granted DC all rights in Superman. (UF 7.)

Ina 1975 agreement, DC provided Siegel 8huster with (in today’s dollars) lun
sums of $75,000 each, lifetime annual payts of $80,000 each per year, survi
payments to their heirs, and insuranogerage, as well as redits” on new Superma|

works. Siegel and Shustzknowledged that DC ownelll Guperman-related copyright
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(UF 8.) Defendants argue DC do®t disclose its financial assumptions for its calculation

(though provided earlier), contending insteaat the 1975 agreement called for “montl
payments of $20,000 . . . and a lump sum payment of $17,500.” (Id.)
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DC has voluntarily increased the annual payments; made periodic cost-of
adjustments; given special bonuses; and fmalthve Siegel, Shuster, and their famil
travel to Superman-related even (UF 9.) All told, the ®igels and Shusters have be
paid over $4 million under the 1975 agreemeat,ncluding medical benefits or bonus
(UF 10.) Shuster passed awayJuly 30, 1992. (UF 12.)

Shuster had no wife or child, and his will named his sister, Jean Peavy, :
beneficiary and executrix of his estat@JF 13.) Defendants dispute this, arguing
statement “omits that Shuster’s will named M#larren Peary, Jean’s son, as benefic
in the event Jean predeceased &nd omits that the will statéfn the event that my sistg
is for any reason unable or unwilling to astexecutrix hereof, | nominate and appq
Mark Warren Peary to act as executor.”p@n UF.) On August 17, 1992, Jean filed
affidavit in California state court identifying teelf as Shuster’s “successor” and sole |
and requesting that certain property “be pdelivered or transferred to her.” (UF 14

Four days after filing herfedavit in state court, Jean wrote to DC, identifyi
herself as “heir to [Joeseph Shuster’s] Watid asking DC to payhaister’s “final debtg
and expenses.” (UF 15.) Daftants attempt, but again fail to dispute this fact by poin

out that Jean actually stated “ [a]ny help thiate Warner could give to the family of Jq

Shuster to pay his final debts and expengadd be warmly appreciated.” (Opp’n UR.

DC offered to cover Joe’s s and increase survivor pagnis to his brother Frank fro
$5,000 to $25,000 per year. (UF Batrocelli Decl. Exh. 24.)

On September 10, 1992, Frasént a letter to DC’s then-Executive Vice Presid
Paul Levitz, stating he wdextremely pleased” with thmcreased payments and askif
after “discuss[ing] this good mes with [Jean],” that payment®e made directly to Jea
who would “send [Frank] whatever moneye]hwanted as a gift which would not |
taxable to [him].” Frank asked if he anglah could meet with Levitz in New York 1
discuss the issue. (UF 17.) Defendants’ sbiection to this facis that it misleadingly
fails to include subsequent correspondence. (Opp’n UF.)
111
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Paul Levitz dealt with marguthors and heirs during hischdes as president of D
When DC agreed to grant anthor or heir’s request fadditional money, Levitz wouls
give them this admonition: “this agreemermtuid represent the author/heir’s last and fi
deal with DC, and would fullyesolve any past, present,fature claims against DC.
Levitz reiterated this adomition to Frank and Jeam 1992, who confirmed the
understood and agreed. (UF 18.) The padiecuted an agreement on October 2, 1
under which DC would coverfaister’s debts and pay Jeb2b,000 a year for the rest
her life. In exchange, Jeand Frank re-granted all oh8ster’s rights to DC and vows
never to assert a claim to such rggh{UF 19; Petrocelli Decl. Exh. 24.)

Over the next decade, DC maintained godatiens with the Shusters, and Jean ;
Paul Levitz corresponded regularly. In thesd-to-60 letters back and forth between H
and Jean, Jean thanked D€ite generosity, reaffirmetie 1992 agreement, and reques
bonus payments in excess of those requi(edk 20.) Defendantsontend that, over thi
decade, Jean expressed displeasure at therdrand form of hgpayments and requests
changes. (Opp’n UF.) la 1993 letter, Jean confirmedesivould “stick to our bargain
and not attempt “to reclaim the Superman copyright,” but asked for an incre
payments “plus a yearly incremt to account for inflation.{UF 21.) Defendants conter
“Jean stated that at the present time ‘Frarklaare not planning to reclaim the Supern
copyright.” [And]: ‘We believave have a right to expectatyou will be fair with us aj
well and will grant our request for increasegpant. We will sticko our bargain which
we signed, dated as of October 1, 1992 (Opp’n UF.)

In 1999, Congress amended the copyrightigtab grant additional statutory he
termination rights under 17 U.S.C. § 304(d). Ugearning that Jerry Siegel’s heirs h
served a copyright termination notice on,[J€an reiterated her commitment “to hon
the 1992 Agreement, and again asked for a bonus:

| have learned from the Internet that Joanne Siegel has filed a copyright claim for
Superman. | want you to know that | intend to continue to honor our pension

agreement. | would, however, appreciate a generous bonus for this year as you had

done many times in the past.
(UF 22.))
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In 1993, 1994, 1995, 1996, 1998, 1999, 2G0Q] 2001, DC provided addition
bonuses to Jean, ranging from $10,000 to $25,Q06.23.) In one instance when Je

asked for a bonus, DC made clear its positiat dean had no legal right to make s

requests, but would pay her a bonus anywayyfoch she thanked DQUF 24.) Jean’s

Al
an
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A4

50-year-old son, Mark Warren Peary (boeraf?y) testified that Jean was of sound mind

when she sent these letters to DC. (UB 2Blark Peary, Jeas doctor, and Jean’
daughter all testified that, after “suffer[ingpebilitating stroke in May of 2009,” Jean K
aphasia, and has difficulty communicatimgldunderstand[ing] what people are sayin
(UF 27.) On November 7, 2008 ark Warren Peary (as substitute executor of the Sh
estate) served on DC a notiocktermination of the prior grants of Shuster’'s Superr,
copyrights. $eePetrocelli Decl. Exh. 37.) Otheadts shall be discussed as necessa
[11. DISCUSSION

As to its First Claim, DGeeks a declaration that the “Shuster Termination N¢

5
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g.
ister

nan

ry.

htice

[is] invalid.” (First Amended Complaint “FAC”, Docket No. 49 11 106-34. DC argues

it is entitled to summary judgment onélkrgrounds: (1) “The 1992 Agreement Bars
Shusters from Pursuing Termination[;]” (2) H& Shusters Lack the Majority Intere
Necessary to Terminate” because they asdigit®o of their putative rights to Pacif
Pictures; and (3) “There Is No Statutory Bdsrdhe Shusters to Terminate, given that
Shuster had no statutory heir under the Copy#dgiivhen he died.” (Mot. at9.) “DC’
Third Claim, pled in the alternative, alleghat the Pacific Piates Agreements and 20(
consent agreement improperly restrict the ruseirs’ ability to enter into agreemer
with DC, in violation of § 304(c)(6)(D) of the Copyright Act.” (ld.)

1992 Agreement

The Copyright Act provides a terminatioight for the prior grant of a copyrigh
transfer or licensenly ifthe grant wamadeprior to January 1, 1978. 17 U.S.C. 8§ 304(
Our inquiry begins, then, with whetheeth992 Agreement superseded “Joseph Shus
key 1938 Grant and subsequent Superman gym@ts Defendants put. (Opp’'n at 12.)
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DC argues the 1992 agreement betweendd@ Jean Shuster Peavy and Fr
Shuster — Joseph’s siblings — bars the Shaifitem exercising their statutory terminati
rights. (Mot. at 10.) That agreement provides, in pertinent part:

We [DC] ask you to confirm by your signatures below that this agreefugnt

settlesall claimsto any paymentsr other rightsor remedies which you may have

under any other agreement or otherwjsehether nowor hereafter existing

regarding any copyrightdrademarks, or other property right in any and all work

created in whole or in part by your brother, Joseph Shuster, or any works basec

thereon.In agy eventyou now grant to us any such rights and release us, our

licensees and all others acting with our permission, and covenant not to assert an

claim of right, by suit or otherwise, with respect to the above, now and forever.
(SUF 19; Petrocelli Decl.>t. 24 (emphasis added).)

As Defendants argued earlier in this litigation, New York law governs the
Agreement. $eeDocket No. 191 at 4 n.6 (apphg choice of law principles an
concluding “New York law clearlppplies”); Docket No. 333 at 2%ee alsdReply at 2
(Defendants agree, “whethgan] Agreement terminatechd superseded [another],’
determined by governing state law — in this case, &tembeck ‘New York law’
(quotingPenguin Group (USA) Inc. v. SteinbgbRB7 F.3d 193, 200 (2nd Cir. 2008)))

Under New York law, “parties to an agreemh can mutually agree to terminate
by expressly assenting tofiescission while simultaneously entering into a new agree
dealing with the same subject mattebteinbeck537 F.3d at 200 (quotingpnes v. Trice
608 N.Y.S.2d 688, 688 (N.Y. App. Div. 1994ke also Northville Indus. Corp. v. Fc
Neck Oil Term. Corp474 N.Y.S.2d 122, 125 (N.Y. App. Di¥984) (“[W]here [ ] partieq
have clearly expressed . . . their intentithat a subsequent agreement superse(

substitute for an old agreement, the subsetagreement extinguishes the old one ang
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remedy for any breach thereof is to sue andhperseding agreement.”). The pertipent

inquiry is thus “whether the subsequent agregmenin whatever fon it may be, is[, as

a matter of intentionexpressed or implied superseder of, or substitution for, the

agreement.”Goldbard v. Empire State Mut. Ins. Cd71 N.Y.S.2d 194, 199 (N.Y. App.

Div. 1958) (emphasis added).
Defendants argue “the languagfeéhe 1992 Agreement cléademonstrates that

was not a revocation or re-grant of Joe Shisspeior Superman copyright grants and el
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the analysis.” (Opp’n at 15.) The Court doesshare Defendants’ view of clarity. Wi
a broad release and all-encompassing laggué would here appear that the 19
Agreement does indeed aim to supersedpradl agreements between the parti€Seg(
SUF 19 (“[T]his agreemerfully settles all claimgo any payments oother rights or
remediesvhich youmay havainderany other agreemeimtr otherwise whether now of
hereafter existingegardingany copyrights . .in any and all worlcreatedn whole or in
part by your brother, Joseph Shustgemphasis added)).) Just as it says, the 1
Agreement “fully settles” all obligeons under any and all agreements.

As Defendants themselves acknowledge, HevE, as here, a contract’s terms
unambiguous, the ‘intent of the parties mustetermined from their final writing and 1
parol evidence or extrinsic evidenceagmissible.” (Opp’n at 15 (quotingt’l Klafter
Co., Inc. v. Cont’l Cas. Cp869 F.2d 96, 100 (2d Cir. 1989)3¢e also Duane Reade, Ir
v. St. Paul Fire & Marine Ins. Cp411 F.3d 384, 390 (2d Cir. 2005) (“Whether a cont

Is ambiguous is a threshold question of law . . . [for] the court.”).
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Like Defendants, the Coutinds no ambiguity in the parties’ agreement. Unlike

Defendants, however, the Court finds that 1992 Agreement does in fact settle all pri

agreements. As Black’s Law Dictionary confs, “full settlement” is “a settlement ar

release of all pending claims betweenpiheties.” Black’s Law Dictionary 1497 (9dd.

2009). The 1992 Agreement extends such reledsl claims to any payments or other

rights or remedies which [the Shusters] rhaye under any other agreement or otherw

whether now or hereafter existing regarding eopyrights . . . .” (SUF 19.) Accordingl

the 1992 Agreement not only settled and releadittlaims . . . rights [and] remedie$
led

concerning the Shuster copyrights under all prior agreements, but it also exteng
release to such rights and remedies as might exist “otherwise.” (Id.)

Immediately after so settling all rights, the 1992 Agreement expressly
unambiguously provides: “In any event, yf@huster’'s heir] now grant to us asych
rightsand release us, our licensees and allretheting with our penission, and covenatr

not to assert any claim of right, by suit or otherwisih respect to the aboyvaow and
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forever.” (SUF 19; Petrocelli De¢lExh. 24 (emphasis added).)

Plainly, this subsequent grant deals wiith same subject matter settled immedia|
above (DC’s copyright interests). In otheords, the 1992 Agreement first settled
claims, and then granted DC “such rightsivese just settled, essially revoking and re;
granting all copyright agreements and insereAs New York lav recognizes, “parties t

an agreement can mutually agrto terminate it by expregshssenting to its rescissic

while simultaneously entering into a new agreahdealing with the same subject matte

Steinbeck537 F.3d at 200 (citation omittegdge also Milne v. Stephen Slesinger,, W80
F.3d 1036, 1046 (9th Cir. 2005) (1983 agreatnsuperseding pre-1978 grant “is I
subject to termination under section 304 (egduse it was not ‘executed before Janua
1978, as the statute expressly requires”).

Milne involved the rights to Winnie theoBh. In 1930, Pooh'’s author, A.A. Miln

fely
all

O

DN

L4

r.

not

y 1,

[1°)

granted his copyright interest in Winnie tBeoh to SSI in exchange for a share of fufure

royalties. 430 F.3d at 1040. In 1983, A.A.’s SBhristopher, re-granted those same rig
to SSI and agreed not to pursue termoratin exchange for increased royalti
Subsequently, Christopher’s daughter Clare attempted to terminate A.A.’s 1930 ¢
SSI. The Ninth Circuit held that hertii@r's 1983 contract revoked all pre-1978 grg
which might otherwise have been terminablel. As Defendants note, “[ijn lieu g
statutory termination, Christopher agreedthe contractual ‘neocation of the [1930]
agreement[] in favor dhe new agreement, followed bytre-granting (on the same pag
of the rights in the Pooh waosko SSI.”” (Opp’n at 9 (Milne held there was no longer
1930 grant to terminate, because the 1983 contract had expessdlgdt and expressly
re-grantedthe copyrights to SSI.” (citation omitted)).)

Relying in part orMilne, Steinbeckeached a similar conclusion. In 1938, Jq
Steinbeck granted the copyrights in his npagtular works to his publisher. After Johr
death, his termination interest passed layusé to his widow Elaine and his childre
Steinbeck537 F.3d at 196, 203. Though Elaine did not hold the majority share of |

termination interest in 1994 necessarytéominate, as successor by will to Joh
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copyrights, she entered into an agreamwith the publisher superseding the 14
agreement in exchange for increased t®s& and other benefits. John’s childr

subsequently served a notice to terminla¢el 938 grant, arguing Elaine’s 1994 agreen

was an “agreement to the contrary” becausad the effect of depriving them of the

termination rights. Finding against thaldhen, the Second Circuit found it improper

read the prohibition on “agreemigs] to the contrary’ so brally that it would include any

agreement that has the effecietiminating a termination rightfd. at 202 (noting heir$

can “threaten (or . . . make goowl a threat) to exercise tarmtion rights and extract mot

favorable terms from early grants of anhaurts copyright,” but they do not have “mo

D38
en

lent

\)

r

to

~

v

e

[e

than one opportunity, between them, to usait@ation rights to enhance their bargaining

power or to exercise them.”).

Pointing in opposition t&€lassic Media, Inc. v. Mewbor®32 F.3d 978 (9th Cin.

2008), Defendants argue the “Ninth Circaiibphasized that Mewborn’s 1978 agreem
unlike [that] inMilne, did not expresslyevoke the earlier ... assignments.” (Opp’'n
11 (quotingMewborn 532 F3d at 989).) IMewborn the Ninth Circuit upheld {
termination notice regardinthe novel “Lassie Come Home.” In 1976, the auth(
daughter, Mewborn, assigned her shafreassie rights to the publisheld. at 980. In
1978, she signed a second contract, whicpgted to assign additional copyrightsl.

at 981. In 1996, Mewborn served a ternimranotice of her 1976 gnt. The publishe
sued, claiming the 1978 grant “superseded” the 1976 grant and cannot be tern
Finding Milne inapplicable, the Ninth Circuit upliethe termination and rejected t
publisher’s attempt to re-characterize #1948 grant as a “revocation and re-gramd.’at
989.

Contrary to Defendants’saertion, however, the Ninth Circuit did not rest
decision on the lack of an express revocation of earlier agreem8ets.id.at 989
(“Because we conclude that the 1978 Assignment did not exporssipliedlytransfer
Mewborn’s termination right as to the 1976 Agsnent . . ., the district court impropel

concluded that the 1978 Assignment includegrant of Mewborn’s termination right
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(emphasis added)). Ratheatirevoke and supersede pagreements, the Ninth Circyit

found that the “1978 Assignment simply assgjt@ Classic’s predecessor-in-interest
additional enumerated rights thdewborn had not assigned in 1976d.
Such is not the case here. The braad all-encompassing language of the 1

Agreement unmistakably operatestmersede all prior grantsSeePetrocelli Decl. Exh

24.) UnlikeMewborn where the post-1978 agreement sfanred rights “in addition to]

the

DO2

those transferred in pre-1978 grants, the 188&ement deals squarely with the same

subject matter as the parties’ earlier agreegmeettling and displacing “all claims . .|. .

under any agreement” “or otherwise” relatedany and all” works'created in whole o

in part by . .. Joseph Shuste(UF 19.) Unlike the heirs iMewborn moreover, Jean and

Frank were aware of the Copyright Act’s témation rights when they bargained for and
entered into the 1992 Agreemen8efUF 17, 21, 22.) As DC points out, “the fact that

Jean and Frank were able to obtain hundredwoofsands of dollars in benefits . . . shgws

thatMewborrs concerns about [the heirs’] igno@nare inapt here.” (Mot. at 17.)
Defendants insist “the [1992] agreementgloet even mention Superman or Jos

Shuster’'s key 1938 Grant and subsequent Superman grants.” (Opp’'n at 12.)

eph

Surt

Defendants recognize that “angdaall work created in whole or in part by . . . Joseph

Shuster” necessarily includes his most fanwaation, Superman. And, justas clear, o

a party seeks to supersedepaibr agreements, that partged not specifically list ever

nce

y

superseded agreement, lest that party favgetsuch agreement and thus leave open the

door for subsequent disputes. Indeed, Deémts’ own expansive language that the 1
Agreement does not mentioro§keph Shuster’s key 1938 Grantd subsequent Superm
grants’ counsels in favor of all-encompassing language.

It bears noting here that, as one NewR/oourt put it, “while the question ¢

092

AN

—h

whether a substituted agreement effectssahdirge of a prior agreement constitutgs a

triable issue of fact if the opponent offers vt extrinsic evidencsuch an issue of fagt

does not arise when the opponent offers no eeelas to the parties’ intent in making the

agreement.”Callanan Indus, Inc. v. Micheli Contracting Corp08 N.Y.S.2d 711, 71
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(N.Y. App. Div. 1986) (citations omitted).
As inCallanan although Defendants haaeged in conclusorgerms that they dig

not intend for the 1992 Agreement to dischaagd supersede all prior copyright gran

they have offered no evidence in support of teaclusion. Norndeed, have Defendanits

even controverted the facts alleged in ®i#fis moving papers wh anything other thaf
“patently insufficient” general denialtd.; see also Celotex Qo. v. Catretf477 U.S. 317
323-24 (1986) (explicating the parties’ relative burdens on summary judgment).

To the extent Defendants argue “t892 Agreement by Frank and Jean cannot

the Shuster Executor’s exercise of his teation rights” (Opp’n at 8), they are wrong.

As noted inSteinbeck “nothing in the statute suggests that an author or an auf
statutory heirs are entitled to more than opportunity, between them, to use terminat

rights to enhance their bargaining power or to exercise them.” 537 F.3d at 204.

ts,

N

bar

hor’s

on

Jean Peavy, Joseph Shuster’s sistersatedheir, entered into the 1992 Agreement

(along with Frank) which renegotead the terms of the partigwior agreements to her ar

nd

Frank’s benefit. By taking advantage tbiis opportunity, she exhausted the single

opportunity provided by statute to the Shusterdteirevisit the terms of Shuster’s origir

grants of his copyrights. As Milne, Defendants “present[] no authority suggesting |

al
hat

Congress designed the statuti@ymination provisions to prevent parties from agreeing to

a simultaneous revocation and new grant of rightdfilne, 430 F.3d at 10464
(“Certainly with regard to Milne], [the heir's] concerns are unfounded. The 1§
agreement came about some seven yeses thie copyright owner felt empowered
exercise his right of termination under th@76 Copyright Act, andfter he was able t
assess the works’ value over the seuof more than five decades.”).

Similarly here, the 1992 Agreement came alsavieral years “after the copyrig
owner felt empowered to exercise highti of termination under the 1976 Copyrig
Act . ...” Id. Joseph Shuster, who himself pasaegy in 1992, nevagerminated hig
prior grants of the Superman copyright®®. And, by entering into the 1992 Agreemg

—which increased Frank and Jean’s payments hehis essentially struck a deal that bil
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all other heirs. See Steinbeckb37 F.3d at 202. (“Once the termination right
extinguished, it is extinguished with respect to all parties holding a termination in
whether or not they agreed to its exercisk.”).

Defendants next argue that an author or his estate may exercise terminatio
“notwithstanding any agreement to the comntra. . . 17 U.S.C. 8§ 304(c)(5).” (Opp’'n
8 (“Thus, any agreement that purports tawsasettle or limit the termination right
unenforceable.”).) Such argument was prasly considered and rejectedSieinbeck

We do not read the phrase ‘agreemetitécontrary’ so broadly that it would
include any agreement thads the effect of eliminating a termination right.
To do so would negate tieéfect of other provisions of the Copyright Act that
explicitly contemplate the loss of termination rights. . . . Moreover,

the 1994 Agreement did not divest the Steinbeck Descendants of any
termination right under section 304(dhen the parties entered into that
agreement. In 1994, only 17 U.S.C. § 304(c) provided a termination
right-section 304(d) would not become effective for another four years. lItis
undisputed that the Steinbeck Descerntslaould not have exercised their
termination rights in 1994 because they lacked more than one-half of the
author’s termination interest. As %094, then, the agreement . . . did not
deprive the Steinbeck Descendantsrof aghts they could have realized at
that time. None of the parties colldve contemplated that Congress would
create a second termination right foerys later. Had Elaine Steinbeck not
entered into the 1994 Agreement, teetson 304(c) termination right would
have expired, andPenguin would have been bound only by the 1938
Agreement for the duration of themyright terms absent (as ultimately
hap,oened) Congressional actioWe cannot see how the 1994 Agreement
could be an ‘agreement to the contrasplely because it had the effect of
eliminating termination rights that did not yet exist.

Steinbeck537 F.3d at 202-03 (emphasis added).

The same holds true here. In 1992, wheseph Shuster passeglay and his heir
entered into the 1992 Agreement, “neitther parties to the 1992 Agreement, nor anyb
else, held a termination right . .” (Opp’n at 16.) A®f 1992, then, “the agreeme
entered into by [Jean and Frank] did not deprive the [Shuster heirs] of any rights the
have realized at that time Steinbeck537 F.3d at 203. Nor, of course, could the pat

! To the extent Defendants believe Jean and Frankksa bad deal, “merely increas[ing] their pens
from $5,000 to $25,000,” it is not this Court’s place twegotiate the parties’ contracts, notwithstand
Defendants’ objection that “this small sum bears fation to the value of Superman.” (Opp’n at 1
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have contemplated that Congress would craatecond terminationgint six years later|.

In short, this Court agrees wiBteinbecls reasoninghat the 1992 Agreement is not “4
‘agreement to the contrary’ solely because it had the effect of eliminatmgé&tion rights
that did not yet exist."d.

Defendants contend “DC’s motion is ddfee [because] it fails to address most

of

Defendants’ affirmative defeas to DC’s claims, preventing summary judgment in DC’s

favor, while permitting summary judgment against DC on its erroneous legal thes
(Opp’'n at 2.) The Court disagrees. Itnigt Plaintiff's duty to disprove Defendant
affirmative defenses, but rather, it is fBedants who bear the burden of proving
applicability of their affirmative defenseSee, e.gClark v. Capital Credit & Collectior
Servs, 460 F.3d 1162, 1177 (9th Cir. 2006) (notthgt a defendant bears the burder
proof at summary judgment withsgect to affirmative defenses)f. Digital Control Inc.
v. McLaughlin Mfg. Co., In¢248 F. Supp. 2d 1019, 1023+24.D. Wash. 2003) (“Sinc¢
the affirmative defense of obviousness is DdBnt’s burden, by failig to challenge th¢
issue on summary judgment, Defendant faileatse a genuine issue of material fact.’

In sum, the Court finds that the 1992ragment, which represented the Shu
heirs’ opportunity to renegotiate the prioagts of Joe Shuster’s copyrights, supersg
and replaced all prior grants of the Supan copyrights. The 1992 Agreement ti
represents the parties’ operative agreemedt as a post-1978 grant, it is not subjec
termination under 17 U.S.C. 8§ 304(d).

Majority I nterest

Section 304(d) of the Copyright Act proes that a termination notice must

Dries
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1 of

U

\U

).
ster
ded
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t to

be

served “by the person or persons who . .nawd are entitled to exercise a total of m]ore

than one-half of [an] author’s terminationaenest” and “shall be signed by the [requis
number and proportion of the owners(Mot. at 18 (quoting 17 U.S.C. 88 304(d)(]
(c)(1)—(4)));see also Steinbeck37 F.3d at 202 (recognizing that author’s heirs “could
have exercised their terminani rights” if “they lacked moréhan one-half of the author

termination interest” at the time their notice was served).
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DC contends “[a]ccording to the Shesheirs’ written contracts and depositi
admissions, the Estate owned 0% of Shuspeitative termination interest when the Est
served the [Termination] Notice.” (Mot. 48.) In 2001, after all, the Shusters K
“transfer[red] and assign[ed] . all current and future rightclaims, title, copyrights an
interests” in “Joe Shuster’s creations”tte Pacific Pictures Joint Venture with M3

Toberoff. (UF 31.) In 2003he Estate “confirm[ed]’ thesrights included any “copyrigh

termination interest in ‘Superman’ pursuam$ection 304(d) of the U.S. Copyright Law.

(UF 32.) Mark Warren Peary en admitted under oath tha understood when he sign
the agreement “that all of [Joe Shuster rights, termination rights, to the extent
existed, were being transfetrand assigned to the venture just as it says.” (UF 33.

Defendants contend “copyrights recaptysedsuant to a termination notice cant
be anticipatorily transferred smyone prior to the service atermination notice, and ca

be transferred only to the grantee [i.e., DA{®successor before ‘the effective date of

termination’ — here, October 26, 2013.”gi®n at 18 (quoting 17 U.S.C. § 304(c)(6)(D)).

Thus, argue Defendants, “as a pure matter of law, the 2001/2003 [Pacific P
Corporation] PPC Agreements — pre-dating libtheffective dateral the service of th
Shuster Executor’s termination notice — could not and did not transfer the prosj
copyrights to be recovered by theuSter Termination.” (Opp’n at 18.)

DC argues Defendants musthedd accountable for entag into these agreemen{
notwithstanding their illegality. (Reply at 8 (“This illegality defense fails for

reasons.”).) First, although def#ants say the Pacific Pictures contracts “did not tran

of
ate
ad
d

they
not
AN

the

cture

1Y%

pecti

S,
WO

isfer

the prospective copyrights to be recovebgdhe Shuster Termination,” Peary testified

under oath, and without any objen, that the 2001 contratttansferr[ed] and assign[eq
to the venture” “
..” (Reply at 8 (citations omitted).) e 2003 agreement reaffirmed the 2001 Agreen
[and] [tlhese admissions and facts f@atal to defendants’ defense.” (I1d.)

While the Court finds probleatic Defendants’ conduct —gecially their failure tg

inform the copyright office ohgreements whicthey themselves believed would affq
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ownership of the subject copyrights — theseagrents do not alter the fact that the “ris
to serve the Shuster Termtizan could not have been trsfierred to PPC.” (Opp’n at 1
(“No contract with PPC could create a newatstory class eligibler required to sign §
termination notice. Only the signatureMf. Peary, the Shuster Executor, was requ
and allowed by statute. 17.S.C. § 304(c)(4).”).) Thuslthough Defendants may ha
believed that their contracts transferre@ tBhuster heirs’ termination rights, thg
agreements did not and, indeed, could not have done so.

Second, DC argues Defendafati “to address the public-fioy rule that they may
not assert the illegality of their own contractaakefense.” (Reply at 8 (“Like a swindl
who induces a minor to sign a contract, [Diefants cannot claim their contracts are ille
to avoid liabilities they create.”).) While thatay be so, the Court does not believe |
estoppel is applicable here. In fact, were Court to hold Defendants to their contra
(and find they lacked the majority interescessary to terminate), it would essentig
rewrite copyright law, allowing parseto traffic in future rightsSee Milne430 F.3d at
1047 (law “prohibit[s] a new grant of rightsteinated by statute until after the effecti
date of termination — to avoid trafficking in future interests” bydtipiarties). The Couf
thus finds the agreements did not transfer ownership of the subject copyrights, &
Defendants retained the requisite majority share.

Statutory Right to Terminate

The 1998 Copyright Term Extension Act alloars“author’s executor” to termina
when the “[tlermination rights provided forsuibsection (c) have expd on or before th
effective date of the [CTEA]* October 27, 1998 — and the author “has not previo
exercised such termination right.” (Mot.Zt (quoting 17 U.S.C. 8§ 304(d)) (“The Shus
Estate — formed by Peary, as its executor, in 2003 — relies on this provision to ter
but 8 304(d) has no applicati here.”).) DC argues “[i]its plain language, 8§ 304(c
applies only where the window for exeraigia termination right under the 1976 Copyrif
Act opened and closed —i.e., ‘esgll’ — and an author or stébry heir failed to terminat

during that window. It does not apply whé¢as here] an author died while the windc
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was open without termitiag, without leaving a statutory heir, and when his sole |
Jean, fully resolved his estate in 1992.” (Id. at 22.)

Given the Court’s finding that the 1992 Agremmhbars termination, as well as t
perfunctory briefing of the issue, the Court will not explore the matter at this time.

Third Claim

DC argues it is entitled to summary judgment on its Third Claim, conter
“Defendants’ consent agreements violaet®n 304(c)(6)(D) of th Copyright Act by (i)
purporting to assign the Shusters’ copyright interests to Pacific Pictures before the e
termination date in 2013, and (ii) barring the Shusters from making any deal wi
without Toberoff's and the Siegels’ consent.” (Reply at 10.)

Section 304(c)(6)(D) provides:

A further grant, or agreement to makgirther grant, adny right covered by
a terminated grant Is valid only if it imade after the effective date of the
termination. As an exception, howevan,agreement for sh a further grant
may be made between the author or fi@igs] and the original grantee or [its
successor], after the notice of teénation has been served . . ..

17 U.S.C. 8§ 304(c)(6)(D).

As such, between November 10, 2003 (when the Notice was served) and Octg
2013 (its effective date), DC waand is the only party thatay enter into an agreeme
with the Shuster heirs regandi the Superman rights soughb®recaptured. (Mot. at 2
(“Section 304(c)(6)(D) not only loathird parties like Tobefbfrom ‘trafficking in future
[copyright] interests,Milne, 430 F.3d at 1047, it protects original grantees who, like
spent decades developing and promoting tipgicghted property.”)). As DC points oy
“Congress described this righttime original grantee’s favor &a the nature of a right o
‘first refusal.” (Mot. at 23 (quong H.R. REP. NO. 94-1476 at 127).) Nhine, the Ninth
Circuit reviewed the statutory text and Iggtive history, and confirmed that Secti
304(c)(6)(D) “give[s] the original granteeeampetitive advantage over third parties” a
to a “right of ‘first refusal.” 430 F.3d at 1047.
111
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Defendants concede that “copyrights reéaagd pursuant to a termination notice

cannot be anticipatorily transferred to anyonerdo the service of the termination notig

and can be transferred only t@trantee or its successor befthe effective date of thg
termination’ — here, Octob@6, 2013.” (Opp’n at 1&(oting 17 U.S.C. 8304(c)(6)(D))

The Court further agrees with Defendants that, “as a pure matter of lay
2001/2003 PPC Agreements — pre-dating botheffextive date and the service of t

€,

1%

v, th
he

Shuster Executor’s termination noticeceuld notand did not transfer the prospective

copyrights to be recovered by Shuster Termination.” (Oppat 18 (emphasis added
Such is the declaration D&geks by this, its Third Claim.

Defendants do not dispute that they esdlanto multiple agreements purporting
grant and otherwise encumber rights covered by a (to be) terminated grant; indeg
agree that those agreents are void insofar as they aortransfer the subject copyright
(SeeOpp’n at 18.) Those agreements ruouabf 17 U.S.C. § 304(c)(6)(D) as well an
accordingly, are hereby deemed invalid.
Il
111
I
111
Il
111
111
111

2 The Court finds curious Defendants’ argument sieation 304(c)(6)(D) “does not state that ‘a [thjrd

party] grant is valid only if negotiated after the teration date.” (Opp’n at 22 (citation omitted).) F
one, DC does not base its Thircadh on Defendants’ negotiations, ather on Defendants’ finalize
agreements. That section, moreodersin fact state that a third party grant agreement “is valid ¢
if it is made aftethe effective date of termination.” 8 3@3(6)(D) (emphasis added). And, finally, it
beyond dispute that the subject agreements at issue hermadeeell beforethe termination date.
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V. CONCLUSION

As discussed above, DC’s motion for summary judgme@RANTED. [458]

Defendants’ cross-motion for summary judgmemENIED.? [478]

SO ORDERED
October 17, 2012

OTIS D. WRIGHT, Il
UNITED STATES DISTRICT JUDGE

® Defendants’ cross-motion also attacks DSacond Claim concerning the scope of Defendants’
termination notice. As Defendants point duyever, “DC’s Second Cliai (FAC 11135-64) seeks {

re-litigate, and overlaps with, issuesSiegel v.

04-08400 ODW (RZx), currently on appeal.

Warner Bros. Entertainment |In€.D. Cal. Case No,

Muchtlos claim is barred by the doctrine of iss

preclusion/collateral estoppel.” (Defs’ MSJ, Dkt No. 478 (citations omitted).) Asthat claimis relat
to one currently on review before the Ninth Circtitis Court declines toule on that aspect g

Defendants’ motion.
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