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CASE NO. CV-04-8776-SGL (RZx)
Plaintiffs, [Consolidated for pre-trial and discovery
purposes with CV-04-8000-SGL (RZx)]
V.

TIME WARNER INC., WARNER MOTION FOR RECONSIDERATION
COMMUNICATIONS INC., WARNER
BROS. ENTERTAINMENT INC.,
WARNER BROS. TELEVISION

PRODUCTION INC., and D.C. COMICS,

)
)
)
)
)
)
|
; ORDER GRANTING DEFENDANTS'
)
)
)
)
Defendants. g

)

This case is the latest chapter in the continuing saga over who owns the

copyright to “Superboy,” the youthful persona of the iconic comic book super hero
“Superman,” spanning from the golden age of print media comics to the present-
day revolution in digital media. Like the entire spectrum of graphics media
technology, the law goveming ownership rights to copyrights has changed
dramatically, and it is precisely these changes in the law that bring this case to this
Court.

Although the story of how Superman and later Superboy came into being

has become the stuff of legend among comic book fans, the Court will recite it once
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more for those unfamiliar with the tale.

Jerome Siegel and Joseph Shuster are Superman’s creators. In 1933,
Siegel conceived of the idea of a comic strip featuring a character who is sent to
Earth from a distant planet and, with superhuman powers, performs daring feats for
the public good. Siegel named his character “Superman.” Siegel discussed his
idea with Shuster, an artist, and together they crafted a comic strip consisting of
several weeks worth of material (both dialogue and artwork, some of the latter
being completely “inked in” and ready for publication, and some consisting of no
more than black-and-white pencil drawings) suitable for newspaper syndication
embodying that idea. The two shopped the character around for a number of years
to numerous publishers but were unsuccessful in having it published. In the
meantime, Siegel and Shuster penned other comic book strips at their artist studio
in Cleveland, Ohio, and sold them for publication, most notably “Slam Bradley” and
“The Spy” to Nicholson Publishing Co., who purchased their material for resale to
Detective Comics. When Nicholson folded shop in 1937, Detective Comics
acquired some of its magazine properties, including the comic book strips penned
by Siegel and Shuster.

The two entered into an agreement with Detective Comics on December 4,
1937, whereby they agreed to furnish some of the existing comic strips for the next
two years and further agreed “that all of these products and work done by [them] for
[Detective Comics] during said period of employment shall be and become the sole
and exclusive property of [Detective Comics] and [Detective Comics] shall be
deemed the sole creator thereof . . ..” The agreement further provided that any
new or additional features by Siegel and Shuster were to be submitted first to
Detective Comics, who was given the initial option (to be exercised within sixty days
after submission) to publish the material. Soon thereafter Detective Comics
became interested in publishing Siege! and Shuster's now well-traveled Superman

idea (but in an expanded 13-page comic book format), the interest eventually
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culminating with Superman’s release in April, 1938, in the first volume of Action
Comics, a new comic magazine issued by Detective Comics. The Superman comic
strip became an instant success and Superman’s popularity continues to endure to
this day as his depiction has been transferred to varying media formats.

On March 1, 1938, before Superman’s publication, Siegel and Shuster
assigned to Detective Comics “all [the] good will attached . . . and exclusive right[s]”
to Superman in exchange for $130. This assignment in ownership rights was later
confirmed in a September, 22, 1938, employment agreement in which Siegel and
Shuster acknowledged that Detective Comics was “the exclusive owners” of not
only the other comic strips they had penned earlier for Nicholson (and continued to
pen for Detective Comics) but Superman as well; that they would continue to supply
the art work and storyline (or in the parlance of the trade, the “continuity”) for said
comics at varying per page rates depending upon the comic in question (Superman
being paid at the highest rate offered of $10 per page) for the next five years; that
Detective Comics had the “right to reasonably supervise the editorial matter” of
those existing comic strips; that Siegel and Shuster would not furnish “any art or
copy . . . containing the . . . characters or continuity thereof or in any wise similar” to
said comic strips to a third party; and Detective Comics would have the right of first
refusal (to be exercised within a six week period after the comic's submission) with
respect to any future comic strip creations conceived by Siegel or Shuster:

In the event you shall do or make any other art
work or continuity suitable for use as comics or comic
strips, you shall first give us the right to first refusal
thereof by submitting said copy and continuity ideas to
us. We shall have the right to exercise that option for six
weeks after submission to us at a price no greater than
offered to you by any other party.

Not long thereafter, on November 30, 1938, Siegel pitched the idea to
Detective Comics of serializing a comic concerning the exploits of Superman as a

young man. Siegel called his character “Superboy.” As Siegel explained the

synopsis for the new comic strip:




0w e N O AW NN -

NN N N N NN ORRN A A A a2 A A s
R ~N O ®» O AW N, O W e N RN O

Superboy . . . would relate the adventures of Superman

as a youth. . . . I'd like the strip to have a large number
of pages, such as 13 so that | could develop it as well as
Superman. . .. Tho the strip would feature super-

strength, it would be very much different from the
Superman strip inasmuch as Superboy would be a child
and the type of adventures very much different. There'd
be lots of humor, action, and the characters would be
mainly children of about 12-years rather than adults.
Also, inasmuch as this strip will probably be used as a
newspaper feature, | should think that you would want to
own all rights to it by having it first appear in your
magazine.

Detective Comics, by a letter dated December 2, 1938, effectively declined
to publish Siegel’s proposed Superboy comic. Siegel later re-pitched the idea in
December, 1940, through the submission of a lengthy script containing the storyline
and dialogue for the proposed comic strip’s first release or releases that fleshed out
in greater detail the outlines of the Superboy story arch. Detective Comics again
effectively declined to publish Superboy.

Siegel entered the United States Army in July, 1943, to serve his country
during World War Il. In December, 1944, while Siegel was stationed abroad,
Detective Comics published, without notice to Siegel and without his consent, an
illustrated five- page comic strip entitled “"Superboy” appearing as one among many

other comics strips in the body of volume 101 of its magazine More Fun Comics.

The illustrations for the first Superboy comic strip were done by Shuster at the
direction of Detective Comics. When Detective Comics published volume 101 to

More Fun Comics it also secured a copyright in all the contents of the same under

Copyright Registration No. B653651. Thereafter Detective Comics continued to
publish (and Shuster for a period of time continued to illustrate) “Superboy” comic

strips, first in its serialized magazine More Fun Comics, then in Adventure Comics,

and eventually as a stand-alone feature in the self-titled comic book Superboy.
Detective Comics’ publication of Superboy increased an already growing rift
between the parties predicated largely upon Siegel and Shuster's conclusion that

Detective Comics had not paid them their fair share of profits generated from the
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exploitation of their Superman creation, as well as the profits generated from
characters like Superboy, which had his roots in the original Superman character.
As a result, in 1947, Siegel and Shuster brought an action against Detective
Comics’ successor, National Periodical Publications, Inc., in New York Supreme
Court, Westchester County, seeking to annul and rescind their previous
agreements with Detective Comics as void for lack of mutuality and consideration.
As part of the suit Siegel argued that Detective Comics had no right to publish his
“Superboy” creation. Towards that end, the third cause of action in the New
York state court complaint asserted that the release of the Superboy comic strip in

More Fun Comics, no. 101, “was based entirely upon the synopsis submitted” by

Siegel to Detective Comics, “and contained in detail the same characters, incidents
and piot” in the synopsis. (Defs’ App. of Docs. in Supp. Mot. Recons., Ex. 7 at
1 30). The complaint further alleged that Detective Comics’ publication of Superboy
was done “without the consent of” and without payment to Siegel. (Defs’ App. of
Docs. in Supp. Mot. Recons., Ex. 7 {11 31, 33). These points were important as the
third cause of action averred that Siegel's Superboy submissions belonged to him
alone in light of Detective Comics’ failure to exercise its right of first refusal under
the parties’ September, 1938, contract. (Defs’ App. of Docs. in Supp. Mot.
Recons., Ex. 7 11 28-29). Essentially, the third cause of action pled that Detective
Comics had stolen Siegel's Superboy idea. (Defs’ App. of Docs. in Supp. Mot.
Recons., Ex. 7 § 31 (averring that Detective Comic’s publication of Superboy
“use[d] and was based upon the conception and idea as submitted in writing and
detail by the plaintiff, SIEGEL")).

In the alternative, the fourth cause of action in the complaint alleged that the
“plot, conception and incidents” contained in Detective Comics’ Superboy
publication “were based upon and copied from the plot, conception and incidents”
of Siegel and Shuster's Superman character, and that such misassociation

between Siegel's Superman creation and Detective Comic’s Superboy was




w o ~N O o e W N -

NN RN D D NN -, A A A a a a aa a
oW ~N OO O R W N a2 OO MmN B W NN~ O

exacerbated by Detective Comics affixing, without Siegel's consent, his name as
the author to each of the Superboy releases. (Defs’ App. of Docs. in Supp. Mot.
Recons., Ex. 7 1 36, 37). In so publishing Superboy, it was alleged Detective
Comics had “deceived the public” into believing that Siegel “was the author of the
continuity dialogue and action of each of the individual releases” when in fact he
“was not the author.” (Defs’ App. of Docs. in Supp. Mot. Recons., Ex. 7 | 36).
Labeling such publication as “wrongful,” the fourth cause of action alleged that such
unauthorized misassociation between the two was “injurious” to Siegel's reputation.
(Defs’ App. of Docs. in Supp. Mot. Recons., Ex. 7 § 38).

The complaint sought an accounting of the profits generated from
Superboy’s publication and that further publication of Superboy be enjoined. (Defs’
App. of Docs. in Supp. Mot. Recons., Ex. 7 at page 29-30).

After a trial, official referee J. Addison Young, in an opinion dated November
21, 1947, concluded that the March 1, 1938, assignment of the rights to Superman
to Detective Comics was valid and supported by consideration, and that, therefore,
Detective Comics was the exclusive owner of “all” the rights to Superman. (Defs’
App. of Docs. in Supp. Mot. Recons., Ex. 8 at 371). With respect to Superboy, the
referee found that it was solely Siegel's creation; that Superboy was a work distinct
from Superman (thus falling within the right of first refusal provision contained in the
parties’ September 22, 1938, agreement); and that, on account of Detective
Comics' failure to exercise its option to publish Superboy when first presented with
the idea, the rights to Superboy belonged to Siegel. As explained by the referee:

It is quite clear to me, however, that in publishing
Superboy the Detective Comics, Inc. acted illegaily. |
cannot accept defendants view that Superboy was in
reality Superman. | think Superboy was a separate and
distinct entity. In having published Superboy without
right, plaintiffs are entitled to an injunction preventing
such publication and under the circumstances | believe
the defendants should account as to the income
received from such publication and that plaintiffs should

be given an opportunity to prove any damages they
have sustained on account thereof.
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(Decl. Marc Toberoff, Ex. N at 323-24).

Shortly thereafter, on April 12, 1948, the referee signed a thirty-six page
findings of fact and conclusions of law expanding upon the statements contained in
the opinion he had tendered earlier. The factual findings pertinent to Superboy

were as follows:

156. On or about November 30, 1938, the plaintiff
SIEGEL, in writing and by mail, submitted to DETECTIVE
COMICS, INC. for its consideration and acceptance or
rejection, for publication, under the terms of the contract
dated September 12, 1938, . . . a synopsis or summary of
the idea and conception and plan of a new comic strip to
be known as SUPERBQY], which would narrate the
adventures of SUPERMAN as a youth] .

157. On December 2, 1938, DETECTIVE COMICS,
INC. deferred consideration of a SUPERBOY comic strip
untii some future time.

158. DETECTIVE COMICS, INC. did not within six
weeks indicate its election to publish the said new comic
strip SUPERBOY.

159. DETECTIVE COMICS, INC. on or about
December 2, 1938, by its letter in writing to the plaintiff
SIEGEL did elect not to publish the said comic strip
SUPERBOY under the terms of the contract dated
September 22, 1938, . . ..

160. During the month of December, 1940, the plaintiff
SIEGEL submitted to DETECTIVE COMICS, INC. for its
further consideration a complete script or scenario,
containing the continuity, plan and dialogue for the first
‘release” or “releases” of the proposed new comic strip
SUPERBQY, and that the said synopsis contained within
itself the entire plan for the future publication of the said
comic strip SUPERBQY and the conception of the
character SUPERBOY, all set forth with detail and
particularity.

162. DETECTIVE COMICS, INC. did not within six
weeks after the submission of the said script or scenario

indicate its election to publish the said comic strip
SUPERBOY.

163.  Thereafter and during December of 1944
DETECTIVE COMICS, INC. did publish a certain comic
strip release entitled SUPERBOY in a magazine entitled
“More Fun Comics.”

164. The said comic strip release entitled
SUPERBOQOY embodied and was based upon the idea,

7
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plan and conception contained in the plaintiffs,
SIEGEL's letter to DETECTIVE COMICS, INC. dated
November 30, 1938 ....

165. The said release of the said comic strip
SUPERBOY published in December of 1944 embodied
and was based upon the idea, conception and plan
contained in the script or scenario submitted by the
plaintiff SIEGEL to DETECTIVE COMICS, INC. in
December of 1940 . . ..

166. Said first thiteen pages of SUPERMAN material
[in Action Comics no. 1] did not contain the plan,
scheme, idea or conception of the comic strip
SUPERBOY as it was later submitted by the plaintiff
SIEGEL to DETECTIVE COMICS, INC. [in the 1938
pitch or the later 1940 script].

167. Said first thirteen pages of SUPERMAN material

[in Action Comics no. 1] did not contain the plan,

scheme, idea or conception of the comic strip

SUPERBOY as published by DETECTIVE COMICS,

IhNC. ... from December, 1944, until the date of the trial
erein.

168. The said publication was without the permission
of the plaintiff SIEGEL.

171. All of the comic strip material published under the
title SUPERBQY was based upon the idea, plan, conception
and direction outlined in the [1938 pitch].

172.  All of the comic strip material published under the
title SUPERBQY was based upon the idea, plan,
conception and direction contained in the scenario or
script . . . submitted by the plaintiff SIEGEL to DETECTIVE
COMICS, INC. [in 1940].

173. The publication of all comic strip material entitled
SUPERBOY was at all times without the permission of
the plaintiff SIEGEL.

174. Plaintiff SIEGEL has received no payment on
account of the publication of any of the material entitled
SUPERBOY.

175. All publications of SUPERBOY by DETECTIVE
COMICS, INC. from April, 1945 until . . . the date of the trial
herein, contained affixed thereto the name of the plaintiffs
SIEGEL and SHUSTER.

176. The use of the name of the plaintiff SIEGEL . . .
was without the consent of the plaintiff SIEGEL.

179. Defendant INDEPENDENT NEWS CO., INC.
knowing of the rights of the plaintiff SIEGEL, under the

8
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[September 22, 1938, contracts], sold and distributed to
newsdealers for resale to the public throughout the
United States, magazines containing the material
entitied SUPERBOY as hereinafter described and set
forth.

180. All the art work for the SUPERBQOY releases was
prepared by plaintiff SHUSTER under the direction of
DETECTIVE COMICS, INC.

181. Plaintiff SHUSTER was paid in full by
DETECTIVE COMICS, INC. or defendant NATIONAL

COMICS PUBLICATIONS, INC. for all the art work
furnished by him in connection with said SUPERBOY
comic strip releases.

182. At the time that publication of the SUPERBOY
comic strip was commenced, plaintiff SIEGEL was
unavailable to furnish any of the continuity therefor being
absent in military service.

183. Upon the return of plaintiff SIEGEL to civilian
status in January, 1946, DETECTIVE COMICS, INC.
entered into negotiations with him regarding SUPERBQY,
proposing certain payments to him and affording him

the opportunity of supplying the continuity for SUPERBOY
releases.

184. No agreement was reached between Detective
COMICS, INC. and plaintiff SIEGEL as a result of the
aforesaid negotiations; however, defendant NATIONAL
COMICS PUBLICATIONS, INC. has offered to pay plaintiff
SIEGEL for SUPERBOQY releases heretofore published,
the same rate as he was paid for SUPERMAN magazine
releases for which he did not furnish the continuity, i.e.,

at the rate of $200 per release of standard length of
thirteen pages.

(Decl. Marc Toberoff, Ex. O at 355-58).

In conjunction therewith, the referee also made the following conclusions of
law: “Plaintiff Siegel is the originator and the sole owner of the comic strip feature
SUPERBQY, and . . . that the defendants . . . are perpetually enjoined and
restrained from creating, publishing, selling or distributing any comic strip material
of the nature now and heretofore sold under the title SUPERBOY. . . . Plaintiff

Siegel, as the originator and owner of the comic strip feature SUPERBOY has the

sole and exclusive right to create, sell and distribute comic strip material under the
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title SUPERBOY.” (ld. at 365-66). Thereafter both sides filed an appeal from the
referee’s findings of fact and conclusions of law. (Decl. Marc Toberoff, Ex. Q at
379).

While the matter was still on appeal, the parties reached a settlement on
May 19, 1948, and signed a stipulation which called for the payment of over
$94,000 to Siegel and Shuster. In addition, the stipulation provided that the
referee’s findings were to be vacated in all respects; reiterated the referee's earlier
determination that Detective Comics owned the rights to Superman; and contained
the following proviso concerning the ownership rights to Superboy: “Defendant
NATIONAL COMICS PUBLICATION, INC. is the sole and exclusive owner of and
has the sole and exclusive right to the use of the tite SUPERBOY and to create,
publish, sell and distribute and to cause to be created, published, sold and
distributed cartoon or other comic strip material containing the character
SUPERBOY . ...” (Decl. Marc Toberoff, Ex. P at 374).

Two days later, on May 21, 1948, the referee entered a final consent
judgment that, among other things, vacated the referee’s findings of fact and
conclusions of law entered on April 12, 1948, and expressly acknowledged that
Detective Comics is the “sole and exclusive owner of and has the sole and
exclusive right to the use of the title SUPERBOY.” (Decl. Marc Toberoff, Ex. Q at
379, 382).

The expiration of the initial copyright term for Superman in the mid-1960s led
to another round of litigation between the parties.’ In 1969 Siegel and Shuster filed

suit in federal district court in New York seeking a declaration that they, and not

' Under the Copyright Act of 1909 (the “1909 Act"), in effect at the time of
Siegel and Shuster's creation of Superman and later assignment of the same to
Detective Comics, an author was entitled to a copyright in his work for twenty-eight
years from the date of its publication. See 17 U.S.C. § 24, repealed by Copyright
Act of 1976, 17 U.S.C. § 101 et seq. Upon expiration of this initial twenty-eight
year term, the author could renew the copyright for a second twenty-eight year
period (the “renewal term”).

10




0w o~ O O W N =

[T G T - T G T G TR . TR G S . S N, S U W W U S e e T
C ~N D bR W N A2 O W o N s W NN - O

Detective Comics’ successor, National Periodical Publications, Inc., were the

owners of the copyright renewal rights to Superman. See Siegel v. National

Periodical Publications, Inc., 364 F.Supp. 1032 (S.D.N.Y. 1973), affd by, 508 F.2d

909 (2nd Cir. 1974). In the process of analyzing their claim, both the federal district
court and later the Second Circuit made mention of both the referee’s April, 1948,
vacated findings as well as the parties’ May, 1948, final consent judgment. See
364 F.Supp. at 1035; 508 F.2d at 912-13. The courts, however, diverged as to
which of the various court documents coming out of the Westchester action should
have binding effect.

The district court found both the referee’s vacated findings as well as the
final consent judgment to be binding upon it, see 364 F.Supp. at 1035 (“we note
that the findings of the State Supreme Court in the Westchester action are binding
upon us here. The terms of the stipulation of settiement in that action, and the
consent judgment are also binding”), whereas the Second Circuit only made
mention of the binding effect that the final consent judgment had on the case. See
508 F.2d at 913 (“There is no doubt that the [May 21, 1948,] judgment of the state
court is binding in this subsequent federal action”). Both courts, however,
concluded, in conformity with Supreme Court precedent at the time, see Fred

Fisher Music Co. v. M. Witmark & Sons, 318 U.S. 643, 656-59 (1943) (holding that

renewal rights were assignable by an author during the initial copyright term, before
the renewal right vested), that, in transferring “all their rights” to Superman to
Detective Comics pursuant to the final consent judgment, Siegel and Shuster had
assigned not only Superman’s initial copyright term but the renewal term as well,
even though those renewal rights had yet to vest when the consent judgment was
entered. See 364 F. Supp. at 1037-38; 508 F.2d at 913-14,

Thus ended the tale of the battle over the ownership to the copyrights to
Superman and, by extension, Superboy. Or at least that was what everyone

believed at the conclusion of the Second Circuit litigation.

11
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With the passage of the Copyright Act of 1976 (the “1976 Act’), Congress
changed the legal landscape concerming author's transfers of their copyrights in
their creations. The 1976 Act expanded the duration of the renewal period for
existing works already in their renewal term at the time of the Act for an additional
nineteen years, see 17 U.S.C. § 304(b), and, more importantly for this case, gave
authors the ability to terminate any prior grants of the rights to their creations that
were executed before January 1, 1978, irrespective of the terms contained in such
assignments, e.q., that all the rights (the initial and renewal) belonged exclusively to
the publisher. Specifically, section 304{c) to the Act provides that, “[iln the case of
any copyright subsisting in either its first or renewal term on January 1, 1978, other
than a copyright in a work made for hire, the exclusive or nonexclusive grant of a
transfer or license of the renewal copyright or any right under it, executed before
January 1, 1978, . . . is subject to termination. . . . notwithstanding any agreement
to the contrary . . . "

It is this right to termination that Joanne Siegel, Jerome Siegel's widow, and
Laura Siegel Larson, his daughter, now seek to employ in this case. In November,
2002, they served a notice of termination to defendants® directed solely at works
featuring Superboy, claiming to undo as of November 17, 2004, any grant provided
by Jerome Siegel to defendants’ predecessors in interest contained in the May 19,
1048, stipulation.® The present suit by Joanne Siegel and Laura Siegei Larson

seeks a declaration from this Court that the Superboy termination notice is valid

2 The defendants consist of Detective Comics' successor in interest, DC
Comics, and DC Comics’ parent company, Time Warner, Inc., (“Time"), and
Time's subsidiaries, Warner Communications, Inc., Warner Brothers
Entertainment, Inc., and Warner Brothers Television Production, Inc. (collectively
“defendants”).

% Plaintiffs have also brought an action, Joanne Siegel. et al. v. Warner
Brothers Entertainment, et al., CV-04-8400-SGL (RZx), seeking the Court to
declare that they have effectively terminated and recaptured the assignment of the
Superman copyrights to defendants that took place by operation of the 1938
agreements executed by Siegel and Shuster with Detective Comics.

12
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and that they have recaptured all of the copyright to Superboy since the effective
date of the termination.

This question — the validity of the termination notice — was addressed in a
March 24, 2006, Order, by the Honorable Ronald S.W. Lew of this Court, which
held: (1) The referee’s findings from the 1948 Westchester action were binding,
notwithstanding their vacatur, (2) the referee’s findings conclusively determined
certain unique and exclusive copyright issues, namely, that Siegel's Superboy
submissions were later “published” (as that term is used in copyright law) in

Detective Comics’ More Fun Comics #101, and that the Superboy submissions

were neither a “work for hire,” a “derivative work” of Superman, or a “joint work”
between Siegel and Shuster; and (3) the termination notice was otherwise valid
pursuant to the terms of the 1976 Act and the regulations promulgated thereunder.
The end result of the March 24, 2006, Order was that Joanne Siegel and Laura
Siegel Larson had recaptured the copyright to Superboy, leaving for trial whether
defendants (notably, by producing and broadcasting the successful WB television
series Smallville) had infringed Superboy’s copyright since the effective termination
date and the scope of accounting for the profits defendants had reaped in exploiting
the copyright subsequent to the termination date. Thereafter, defendants’ request
to certify the Order for an interlocutory appeal was denied.

On October 30, 2006, the matter was reassigned to the present judicial
officer, and defendants promptly sought reconsideration of the March 24, 20086,
Order, and the decision to deny certifying the matter for an interlocutery appeal.
For the reasons set forth below, the Court GRANTS defendants’ motion for
reconsideration of the March 24, 2006, Order.

The legal questions at stake in the present motion are two-fold:

(1) Whether the referee’s vacated findings from the Westchester action have

13
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any binding effect in this case as a matter of judicial or collateral estoppel;* and,

(2) If they do have a preclusive effect, whether those findings foreclose
further consideration of or otherwise impact, certain questions at issue in this case
that are unique to copyright law. More to the point, the issue focuses on whether
the referee's findings preclude further litigation on whether, as a matter of copyright
law, (a) Siegel's submissions outlining the idea (and indeed the storyline and

dialogue) for Superboy were later “published” in volume 101 of More Fun Comics;

(b) the submissions were done under the auspices of a “work for hire”; (c) the

* Notably, the related doctrine of res judicata (or claim preclusion) has no
application in this case given the claim for terminating prior copyright grants
contained in the 1976 Act did not exist at the time of the Westchester action. See
Marvel Characters, Inc. v. Simon, 310 F.3d 280, 287-88 (2nd Cir. 2002). In
Simon, the publisher argued that the co-creator of the late Captain America was
barred, as a matter of res judicata, from exercising his termination right under the
1976 Act because, in a settlement agreement reached between the parties during
a prior action in New York state court in the 1960s, the co-creator acknowledged
his contribution was done as work for hire. According to the publisher, there was
“no meaningful distinction between the authorship issue raised in the prior action
and the termination right at issue.” id. at 286. The Second Circuit disposed of the
publisher’s argument, commenting that neither “the termination right” contained in
the 1976 Act nor the relief requested in the current case (termination of a prior
valid grant of a copyright in one’s creation) existed at the time of the prior state
court action. Id. at 287. The court did acknowledge, however, that although res
judicata could not bar the co-creator from exercising the claim to terminate rights
under the 1976 Act, principles of collateral estoppel (or issue preclusion) may still
apply to bar litigation of certain issues that were actually decided in the prior
action, including whether the co-creator’s contribution to the comic was done as a
work for hire:

Marvel also argues, correctly, that despite the
enactment of the 1976 Act, the 1909 Act governs the
authorship of the Works at issue here. However, it
does not follow, as Marvel suggests, that since the
Work's authorship was at issue in the previous actions,
Simon’s termination claim is precluded here. While
Simon’s assertion of authorship is the sine qua non of
both his prior claim to renewal rights and his present
claim to termination rights, it is merely an issue that
determines the validity of each claim.

Id. at 288 (emphasis in original).
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