A SecondBite of the Apple:
A Guideto Terminating Transfersunder Section 203 of the Copyright Act

by Margo E. Crespin®

Back in 1979,you were a struggling author, eager to publish your first novd and
make a name for yourself in theliterary world. After months of marketing your work, a
fantasy tale about a youngdetective, to publishe's, you received an offer from Lowbdl
Press to publish thebook. When you reviewed the terms of the dedl, you noticed tha the
percentage of roydties Lowbdl offered was only hdf tha of the indudry standad.
Althoughinitialy reluctant, you decided to accept the low roydty rate, bdieving tha
once you established your reputation, you could negotiate a highe rate for your future
books On Januay 1, 197, you signal a contract tranderring the right to publish the
bookin English and all other languayes along with the right to create derivative works
(adaptationsbased onthe book)to Lowbdl. Thebookwas published on Januay 1, 1980
and became an ingant best-seller.

Y ears have passed and your book The Adventures of Penelope 1., is now viewed
as a classic. It has been trandated into 15 different languages and read by children and
adults all over theworld. Thebook has sold well congstently over theyears. You have
not been quite as fortunae. In the wake of Penelope 1.3 success, Prophé Booksoffered
you a contract to publsh your autobiography on wha appeared to be favorable terms.
They offered to doubke the percentage of roydties you received on your first book
Despite your hopes of writing a second best-seller, your life story received horrible
reviews and sales proved unimpressive. Disappointed, you gave up on writing novds
and shifted your energy to podry. Unfortunaely, with its significantly reduced audience,
your podry has failed to generate much income. You meet with your attorney to
commiserate. Of only | could turn back time,Oyou say. Of only | could regain therights
| trandferred to Lowbdl. |sthere anything | can do?0

Ores, thaeis, or perhaps| should say, there will be.Oshereplies. CBection 203 of
the Copyright Act allows the creator of a copyrighted work, who, during her lifetime, has
tranderred all or some of therights to thework on or after Januay 1, 1978 to terminae
the trander and regan the rights after a certain peiod of time b genegdly, at least 35
years from the date of grant or from publication. Theearliest Section 203 terminaionsof
tranders will take effect in 2013. Section 203 was enacted to give authors the
oppotunity to regan rights they may have signed away when they had little bargaining
power. It gives authors a secondbite of the apple, a second chance to exploit therightsin
and ben€fit from theworks they created.O
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What is Section 203and how does it work?

Section 203 applies to a grant of any right unde copyright, made by an author on
or after Januay 1, 1978 By QyrantOl mean any license or assignment or transfer of any
copyright rights. Your contract with Lowbdl transferred your publication rights in your
bookas well astherightto create derivative works, and is consdered agrant of rights. A
grantee is the person or entity to whom rights were tranderred, so in your case Lowbdl
would be the grantee. You granted Lowbdl the copyright to your bookin 1979 when
you signad your contract, so Section 203 applies. Thee are some important exceptions
though.

What kind of exceptions?
Section 203 does not apply to works madefor hire.

What isawork madefor hire?

There are two types of works made for hire. The first type congsts of works
created by employees within the scope of their employment. Y ou were never LowbdI@
employee, so you don®fall into this category. The second type of works made for hire
congsts of works tha are specially ordered or commissionald. These are consdered
works made for hire only if they are designed for use as a contribution to a collective
work such as a newspgoer or magazine, as pat of a motion picture or other audiovisud
work, as atrandation, as a compilation or as othe specific types of works. Works made
for hirein this second category aso indudea variety of educationd and related materials,
such as an indructiond text, atest, answer material for atest, an atlas, or a supplementary
work, such as aforeword, afterword, pictorial illugration, map, chart, table, editorial note
or othe work tha comments on, illudrates, explains revises, introdues, condudes or
assists in the use of a work of another author. In addition, for the work to fall into the
second category of work made for hire, the author(s) and the paty who ordes or
commissionsthe work mug agree in a written doaument signed by both of them tha the
work will bea Qvork madefor hireOowned by the party who ordered it.

If the work is Gor hire,Othe employer or party who commissioned the work is
viewed as the author and owne of the copyrght in the work. Lowbdl did not
commission The Adventures of Penelope I. from you, it does not fall unde any of the
specific categories of works | jug mentionad, and your contract with Lowbdl does not
specify tha the book was a work madefor hire, so it is not awork for hire of the second
typeeither.

That@ goodnews. Arethereany other exceptions?

|®n afraid so: First, Section 203 does not apply to rights transerred by the author
in his or her will. So, if you had tranderred the copyright in your book to Lowbdl in
your will and died, your hars would notinhait your terminaionrights,

Second, and of more immediate concern to you as a living author, Section 203
does not affect foreign rights in the copyrnghted work, as it only applies to rights unde
the U.S. Copyright Act. This meanstha you will not be able to terminate rights granted



to the foreign puldishers who are distributing your work in the UK, Canada Audralia,
New Zedand and Singgoore. By the same token, you will not be able to stop foreign
distribution of trandationsof Penelope 1. either.

Third, and potentially mog significantly, there is a specific exception for works
adapted from your work; the copyright law calls adaptations Qleivative works.O A
grantee may Qzontinueto utilizeOderivative works Qprepared unde the authority of the
origind grantObefore it was terminated. Even after rights to the origind work have been
terminated, the conditionsset out in the terminaed grant continueto apply. Tha means
tha you continueto get the same royadties for the derivative works after terminating the
contract as you did while the contract was still in force. Indeed, if the terminated grant
tranderred the derivative work rights for alump sum, you will not get any more money
for the derivative work@ continued exploitation, even thoughyou have terminated the
contract. In case you are wondeing whether terminaion makes any difference at all
when it comes to derivative works, it may be of some conlation to know tha once the
contract has been terminated, the grantee may not prepae any new derivative works
based on theorigind work.

Can you explain the derivative work exception further?

Certainly. Let@ say Lowbdl sold the motion picture rights in your book to
Maximar Pictures in 1985, and a movie was made and released in 1990. Because you
granted Lowbdl the right to create derivative works, Lowbdl is within its rights unde
the contract. If you terminae the grant of your copyright in the book unde Section 203
Lowbdl will nolonge have therightto publish and distribute your book but the movie
company will be able to continueto distribute the film. They will nat, however, be able
to create sequds, adgptations or new versonsof the film after terminaion. Tha means
for example, that once you have terminated, Lowbdl could not authorize someone to
write a play based onyour book, nor could Lowbdl or the movie company make a sequd
to themovie. Theexceptiononly covers derivative works prepared prior to termination.

What if an author contracted away her copyright to a work prior to 1978?

Anothe section of the U.S. Copyright Act, Section 304, govans termingion of
tranders made prior to 1978 Unlike Section 203 which applies only to tranders made
by authors after 1978 Section 304 applies to tranders made by the author or higher hars.
Section 304 contains some similar provisons to 203 but also differs in a number of
respects. Section 304 does not apply to your situaion, so we will focus only on section
203today.

Who can exercise termination rights under Section 203?
If theauthorisaive, only theauthor may terminae the grant of rights. So in your
case, only you can terminae therights you granted to Lowbadl.

What if the author is dead?

When an author dies, his or her termingtion right, known as the Qermindion
interestOisinheited as follows:



(1) if theauthor has no children, the surviving spous inhaits the author® entire
termindion interest;

(2) if theauthor has children, they split thetermination interest with the surviving
spous Bthe children take hdf, divided equdly among them, and the
surviving spous takes hdf;

(3) if theauthor has children but no surviving spous, then the children inherit the
author@ entire terminaioninterest (divided equdly amongthem);

(4) if any of theauthor@ children is dead, tha child@ interest isinheited by his
or her own children (divided equdly amongthem); mgority action by the
children of the author® deceased child is required to exercise tha child@
termindion interest;

(5) if the aythoré surviving spous, children, and grandchildren are all dead, the
author@ executor, administrator, persond representative, or trustee ownsthe
author@ entire terminaioninterest.

The author@ hdrs (as listed above), or their executors, who own and are entitled
to exercise more than onehdf of theterminaion interest, either individudly or togeher,
may terminae.

What if thereis morethan one author of thework?

In the case of ajointly authored work, where the grant of rights was signed by two
or more authors, terminaion of the grant requires majority action by those who signad
thegrant, or by ther hars.

When can atransfer of rightsbe terminated?

Any time during afive-year period beginning at the end of 35 years from the dae
the grant was made If the grant induded the right to publish the work, however, the
five-year termination QvindowObegins at the end of 35 years from the date of publication
or 40 yearsfromthedae of thegrant, whichever isearlier.

So the time period in which grants of rights can be terminated is different if the
initial contract or license transferred theright of first publication?

Yes, it can be if thedate the grant was made and the date of publication differ. In
your case, you tranderred theright to puldish The Adventures of Penelope I. to Lowbal
on Januay 1, 1972 But the book was published on Januay 1, 1980 (the dae of
publication). Undea Section 203, your grant could be terminated any time during the 5
years, beginning at the end of 35 years after the date of publication (Januay 1, 2015) or
40 years from the grant (Januay 1, 2019, whichever is soong. Tha means the earliest
you could terminae thetranger of rights would bein 2015

What if | don® ter minate within thetime limits?



Terminaion is a use-it-or-lose-it propostion: if you don®terminae within the
deadling, your grant of rights continues as before.

What if | agreed not to terminatethe grant of rights?

Termination rights cannotbe contracted away or waived in advance. Section 203
specifically provides protection of the author® right to terminae, Qhotwithstanding any
agreement to the contrary.O Tha covers both theorigind grant, and any later agreements.
So even if your publishing contract stated tha you would not terminate the grant of rights
a a later dae, you may still terminae unde Section 203. By the same token, any
promise you later make notto terminaeisequdly invdid.

But, Section 203 does not apply to any license, trander or assignment made for a
period of less than 35 years. An agreement granting rights for fewer than 35 years is
goveaned by the terms of that agreement. So, if your contract for Lowbadl stated that the
grant of rights in the book would only last for 20 years from the dae of the agreement,
then the contract would have expired in 1999 and we wouldn® need to be discussing
Section 203. Note tha if your contract with Lowbdl expired in 1999 and you
immediately entered into another identical 20-year publishing contract, you would not be
able to terminae the second grant of rights either, even thoughthe combined duration of
thegrant would be40years. Thisis something to watch out for: the publisher can®make
you promise not to exercise your termingion right 1t@ undear, however, whether a
publisher could avoid the effect of terminaion if the publisher keepsrolling over a series
of contracts each of which lasts for less than 35 years. Some contracts may provide tha
the contract will automatically renew after a certain nunber of years, unless the other
paty gives notice to the contrary. In this ingance, you would need to be vigilant about
giving notice, if you wished to terminae the contract and renegotiate. It isimportant to
conalt with an attorney to undestand the provisonsof any contract you are consdering
signing or have already signed, as well asthar implications

Even if an agreement not to terminate is void, does the original grantee get any
gpecial concessions?

In gened, the author may nat agree to a new grant of the terminaed rights untl
the terminaion takes effect. Wed discuss this further shortly. Section 203 does,
however, make a special allowance for the origind grantee. Once the authar has sent the
notice of terminaion, but before terminaion takes effect, Section 203 alows the origind
grantee a first chance to renegotate the rights origindly tranderred. This means tha
your publisher will be able to try to make a new deal with you before you can offer your
reganed rightsto someoneel se.

How do | terminatethetransfer of my rightsin the book?

An effective termination requires that notice be given to the grantee. Or, if the
rights origindly tranderred to the grantee are acquired or inheaited by any person or
entity (for example, if Lowbdl Press were acquired by another publishing company),
notice mug be given to the party who has taken over the grantee® rights, referred to as
the grantee® Guocessor in title.O 1t@ important to allow sufficient time to research and



identify which paty owns the rights to be terminaed, prior to giving notice of
termination. The law requires a Qeasonable investigaionOto be made by the person or
people who will be signing the notice as to the current ownership of the rights to be
terminaed, before notice of terminaionis given. A reasonable investigationindudes but
is not limited to a search of records in the Copyright Office® If the author is receiving
roydty payments, theroydty statements will mog likely indudetheidentity and contact
information of the successor in title. If the author sold her rights to the work for alump
sum, shewill need to research who has acquired the origind grantee@ rights to determine
who is the successor in title. The author could begin by contacting the origind grantee,
or if such grantee no longer exists, the author may research to see whether the origind
grantee was involved in any merge's or acquisitions and search the Copyright Office®3
records The notice, known as the notice of terminaion, mus meet certain conditionsto
be effective.

So | need to give noticeto Lowball? What kind of notice?

The notice of terminaion mug be given in writing, and mug be signed by the
author (or by a mgjority of the co-authors if the work is a joint work). If the authoris
deceased, a mgjority of the owners of the terminaion interest or thar authorized agents
mug sign the notice. The signaure of each peson making the terminaion mug be
accompanied by atyped or legibly printed statement of the full name and address of tha
person. In addition, if the natice indudes a signaure by a duy authorized agent, it must
clearly identify the person or people on whos behdf the agent is acting. The notice of
termination must be GervedOby persond service (persondly ddivered) or sent by first
class mail to an address which, after reasonable investigaion, is foundto be the last
known address of the grantee or successor in title.

What information does the notice of termination need to include?
Thenotice mud clearly state:

¥ tha theterminaionis beng madeunde Section 203 of title 17 U.S.C.;
¥ theeffective date of terminaion, which mug fall within the 5-year period; and

¥ thename of each grantee whos rights are being terminated, or thegrantee@
successor in title, and each address to which the natice is being served.

It mug also identify:

¥ thegrant soughtto beterminaed;

¥ itsdae of execution, and if thegrant covered theright of pulication of awork,
thedae of publication of thework unde the grant; and

2CFR 201.10 (d) (2). In the case of a musical composition where performing rights to the work are
licensed by a performing rights society, a Qeasonable investigationO also includes a report from the
performing rights society identifying the person or people claiming current ownership of the rights being
terminated.



¥ for each work to which it applies, thetitle of thework, thename of theauthar,
or in the case of ajoint work, the authors, who executed the grant being
terminated (terminationwill berendeed ineffective if thisinformationis not
induddl), andif possible, theorigind copyrghtregistration nunmber.

Additiond requirements exist if the author dies and the termination is bang
exercised by the successors of the deceased author.

What sort of additional information isrequired if termination is being exercised by
the author( successors?

Thenotice of terminaion also mug:

¥ list the names and relationshipsto the deceased author of the author@ surviving
spous, al of tha author@ surviving children, andif any of tha author®3
children are dead, all of thesurviving children of the deceased child of that
author; and

¥ specifically indicate the person or people executing the notice who make up
more than onehdf of theauthor@ terminaion interest.

It should be nated however, that where the termindion is being exercised by a
deceased author(@ successors, the notice may indude indead of the information | jug
described, both of thefollowing:

¥ astatement of as much of therequired information asis currently available to
the person or people signing the natice, with a brief explanaion of thereasons
why full informationis or may belacking; togehea with

¥ astatement thd, to the best knowledgeand bdief of the person or people
signing the notice, the notice has been signad by all of the people whose
signaure is necessary to terminate the grant unde section 203,title 17 U.S.C.
or by ther duly authorized agents.

What happensif you do not provide an effective notice of ter mination?

If you do not provide an effective natice of termination, your grant will continue
in effect for the duration of the specified term, or if no term is specified, for the duration
of the copyright The requirements of the notice of termination | jug mentional are
provided in federa regulation, C.F.R. Section 20110, which can be found on the
Copyright Office Webdgte, www.copyrightgov.

When should | servethe notice of ter mination?

Thenotice mug be served (by persond service or sent by first class mail) no later
than two years beore the intended termination date but may be served up to ten years
before the beginning of the five-year period. So if you want to terminate your trander to
Lowbdl in 2015 the earliest possible time you could give notice of your intent to
terminate is 2005. Andthelatest possible time would betwo years before theend of your



five-year terminaion window. In your case, the terminaion period runsfrom 2015to
2020. Tha meanstha the earliest you can notify Lowbdl would be in 2005 and your
last chance would bein 2018

In addition to serving notice in the prope form and within the prope time period,
you mug record the notice of terminaion with the Copyright Office prior to the effective
termingion date, in order for terminaion to become effective. Any doaument pertaining
to a copyright (induding tranders of copynght rights) may be recorded with the
Copyright Office. Recordation of doauments with the Copyright Office creates a public
record and puts anyone who might be interested in a particular copyrghted work on
notice as to the status and ownership of the rights in tha work. While you are not
required to record trander doauments (such as your origind contract with Lowbdl), it is
a goodideato do so, and in any event, you mug record your notice of terminaion with
the Copynght Office in order to benefit from Section 2033

What do | need to do to record my notice of termination with the Copyright Office?

Recording your notice of termination requires payment of a fee of $8000 to the
Copyright Office as well as submission of a complete and exact duplcate of the notice
served on the grantee.* The copy mus indudethe actud signaures or a reprodudion of
the actud signaures appearing on the notice. In addition, the copy of the notice
submitted for recordaion mug indude a statement of the dae on which notice was
served, and the means by which it was served (unless this informationis aready induded
in the notice itself). The dae on which the Copyright Office receives the payment, the
copy of the notice, and the accompanying statement, is deemed the recordaion dae.
Once the notice is recorded, it is returned to the sendea with a certificate of record from
the Copyrnght Office.

What happens once the notice of termination is served on the grantee?

Those who possess termination rights (the Qermination interestOholders) as of the
date the notice of termination is served on the grantee, will own therights tranderred in
theorigind grant, and will be entitled to renegotiate thoe rights, once the terminaionis
effected. There may be up to ten years from the time the notice of terminaionis served
to the effective dae of termination. If any of the terminaion interest holders dies after
the notice of termination is served, but before the termination is effective, tha person®
ownership of therights would go to highe estate. A magjority of the termination interest
holdersisrequired for further trander of therights after thetermination.

S‘For further information on recordation of documents with the Copyright Office, see Circular 12 on
(Recordation of Transfers and Other DocumentsOat www. copyright.gov/circs/circ12.pdf.

* A recordation fee of $80 is required per document for no more than 1 title, and an additional charge of
$20 is required for each group of 10 or fewer additional titles. As your contract with Lowball only covers
The Adventures of Penelope I., your recordation fee would be $80. For a Document Cover Sheet to record
your notice of termination with the Copyright Office, visit www.copyright.gov.




If I comply with the requirements and serve notice in the proper form and at the
proper time, and record the notice with the Copyright Office prior to the effective
date, what happens on the effective date?

On the effective dae, all rights unde the U.S. Copyright Act tha were covered
by theterminated grant revert to the author(s) and other owners of thetermination interest.
In the case of joint authorship or where multiple parties own the terminaion interest, the
rights revert to al ownes of the termination interest, regardless of whether or nat they
signad the notice of terminaion. In othe words if a pason could have signel the
termindion notice, the person is boundby the mgority action of those who terminaed
the grant, and that person will receive a proportionae share of the reverted rights
automatically. But don® forget that if derivative works have been created prior to the
termindion, the grantee can continueto utilize them unde the condtionsof the origind
grant. Even o, the grantee can® make new or additiond derivative works once the grant
isterminated. And grants of foreignrights continue as before.

Oncethetermination is effected, can therightsbe granted agan?

Once therights are terminaed unde the origind contract or license, a new grant,
referred to as a Qurther grant,O or an agreement to make a further grant, may be
negotiated, but only if signed by a maority of those to whom the rights reverted. The
further grant is effective with regard to all those in whomtheright has vested (thos who
owned the terminaion interest as of the dae the notice of termindion was served),
induding those who did not sign it. If a person in whom terminaed rights vested dies,
Section 203 provides tha person® legd representatives, legaees (people who receive a
gift unde theterms of awill), or hers at law represent him with regard to further grants.
In order to bevalid, any further grant mug be made after the effective date of termination.

The conversation included in this article serves as an example to illustrate the
Section 203termination of transfer provision. It isnot, and should not be viewed as
legal advice. Consult with a copyright attorney to discuss Section 203asit relatesto
the facts of your specific case.
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Overview of Section 203

Who may benefit from Section 203?

¥ Theauthoristheinitia owner of the Section 203terminaion right.

¥ In thecase of jointly authored works, majority actionisrequired to terminae the
trander.

Section 203appliesto:
¥ Grants of trander or license of copyright or any right unde a copyrnght, whether
by exclugve or nonexclusve license

¥ Executed by theauthor Bthe author mug beliving or mug have been living when
the grant was made




¥ Onor after Januay 1, 1978

Section 203does NOT apply to:

¥ Works madefor hire.
¥ Grants made by theauthor in hisher will.
¥ Tranders by theauthor® successors.

¥ Derivative works prepared prior to terminaion may continueto beutilized unde
terms of theorigind grant (but no new derivative works may be created after
termingion).

When may termination of the grant take effect?

¥ Any time during a 5-year windowbeginning 35 years from the dae of execution
of thegrant.

¥ If thegrant covearsthe publication of thework, any time during a 5-year window
beginning at the earlier of: 35 years from the date of publication or 40 years from
thedae of execution of the grant.

How does one ter minate the grant?

¥ Before serving notice, mug make areasonable investigation asto the current
ownership of therightsto beterminated, and based on such investigation:

¥ Mug serve notice on the grantee or grantee® successor in title.

¥ Either by persond service or by first-class mail sent to an address which, after
reasonable investigation, is foundto bethe last known address of the grantee or
successor intitle (37 C.F.R. Section20110(d)(1)).

Notice of Termination requirements (C.F.R. Section 201 10):
To beeffective the notice mug:

¥ Beinwriting.

¥ Clearly state that theterminationis beng made under Section 203 of title 17
U.S.C.

¥ Besdigneal by theauthor or the mgjority owner(s) of theterminaion interest, or
their authorized agents; thesignaure of each person making theterminaion must
be accompanied by atyped or legibly printed statement of tha person@full name
and address.

¥ State theintended dae of termination, which mug fall within the 5-year period.

¥ Beserved nolater than 2 years before theintended terminaion dae BUT may be
served upto 10 years before the beginning of the 5-year period.

¥ |dentify thegrant or grants soughtto beterminaed, its dae of execution, and, if
the grant covered theright of publication of awork, the date of publication of the
work unde thegrant.
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¥ Indudethename of each grantee whose rights are being terminated, or the
grantee(@ successor in title, and each address to which thenotice is being served.

¥ |dentify theauthor or authors, title (failure to indudethis information rendesthe
terminaionineffective) and, if possible, the copyright registration number for
each work to which the notice of termination applies.

¥ Berecorded in the Copyright Office before the effective dae of termination.

If the author dies and the terminaion is beng exercised by the successors of the
deceased author, the notice mud:

¥ list the names and relationshipsto the deceased author of that author@ surviving
spoug, and al of tha author(3 surviving children, and where any of that author
children are dead, all of the surviving children of the deceased child of tha author,
and

¥ specifically indicate the person or people executing the notice who conditute
more than onehdf of theauthor@ termination interest.

Alternaively, the notice exercised by successors of the deceased author may
indudeboth of thefollowing:

¥ astatement of as much of such information asis currently available to the pason
or people signing thenotice, with abrief explanaion of thereasonswhy full
informationis or may belacking; togeher with

¥ astatement thd, to the best knowledgeand bdief of the person or people signing
thenotice, thenotice has been signed by all of thepeople whos signaureis
necessary to terminae the grant unde section 203 title 17 U.S.C. or by thar duly
authorized agents.

Reguirements for recording notice of ter mination with the Copyright Office:

¥ Pay $80feeto the Copyright Office per doaument with no more than onetitle (an
additiond fee of $20isrequired for each groupof 10 or fewer titles covered in the
notice).

¥ Indudecopy of notice of terminaion®copy mus indudethe actud signaures or
areprodudion of theactud signaures appearing on the notice.

¥ Mug indudea statement of thedae on which notice was served, and the means
by which it was served (unless thisinformationis already induded in thenotice
itself).

¥ Recordaion dae is dae on which the Copyright Office receives, copy of the

notice of terminaion and the statement.

Once noticeisrecorded, it isreturned to the sendea with certificate of record.

¥ Mud record notice prior to effective date of termination.

#
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