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IN THE UNI TED STATES COURT OF APPEALS
FOR THE FI FTH Cl RCU T

No. 96-10892

LULI RAMA LTD, | NC, SPENCER M CHLI N,

Pl ai ntiffs-Counter Defendants-
Appel | ant s- Cr oss- Appel | ees,

V.
AXCESS BROADCAST SERVI CES, | NC,

Def endant - Count er C ai mant -
Appel | ee- Cr oss- Appel | ant.

Appeals fromthe United States District Court
for the Northern District of Texas

Novenber 10, 1997

Bef ore POLI TZ, Chief Judge, KING Circuit Judge, and DUPLANTIER,”
District Judge.
KING Crcuit Judge:

Plaintiffs-Appellants Lulirama Ltd., Inc. and Spencer
M chlin appeal the district court’s denial of their notion for
summary judgnent and partial grant of the sunmmary judgnment notion
filed by Defendant-Appel | ee Axcess Broadcast Services, |nc.

Axcess appeals the district court’s refusal to inpose sanctions

on Lulirama and Mchlin pursuant to Rule 11 of the Federal Rules

District Judge of the Eastern District of Louisiana,
sitting by designation.



of Gvil Procedure. W affirmin part and vacate and render in
part.
|. FACTUAL AND PROCEDURAL BACKGROUND

I n Novenber 1991, Lulirama Ltd., Inc. (“Lulirama”) and
Axcess Broadcasting Services, Inc. (“Axcess”) entered into a one-
year business arrangenent (the “Jingle Witing Agreenent”) in
which Lulirama’s president Spencer Mchlin, through Luliram, was
to wite and provide Axcess with fifty advertising jingles at a
rate of $750 per jingle, for a total of $37,500. One third of
the price was to be paid up front, with the remainder paid in
four installnments. Mchlin s services were to be provided on a
confidential basis, and he was not to provide simlar services to
any conpany selling nusical advertising through radio and
tel evision stations during the tinme period covered by the
agreenent. The Jingle Witing Agreenent is nenorialized in a
one-page billing statenent signed by both parties. The statenent
contains handwitten notations added by Axcess which specify that

the work is “for hire,” that the jingles are to be delivered at a
rate of thirteen per quarter, and that they nust be approved by
Qis Conner, the president of Axcess. Axcess tinely paid
Lulirama under this agreenent, but Lulirama provided only seven
j 1 ngl es.

In April 1992, Lulirama, Mchlin, and Axcess entered a
witten |icense agreenent (the “Pronotional License Agreenent”)

t hat gave Axcess the right to use any nusical works in which

Lulirama or Mchlin could “clai mownership or other right, title



or interest, whatsoever” for denonstration and pronotional
purposes at client neetings for product devel opnent. In return,
Axcess was to pay Lulirama $1,000 per nonth for the first two
years and $1,500 per nmonth thereafter. The termof the

Pronoti onal License Agreenent was one year, but it was
automatically renewable for up to four years at the discretion of
Axcess.

In March 1993, the parties orally extended the Jingle
Witing Agreenent for an indefinite period of tine. Axcess was
to pay Lulirama $50, 000 per year in nonthly installments of
$4, 166, based on a rate of $1,000 per jingle. The parties
termnated the Jingle Witing Agreenent as extended in June 1994.

From March 1993 to June 1994, Axcess paid Lulirama
approximately $66,658 in nonthly installnments of $4, 166, but
Lulirama provided only twenty-nine songs. Axcess subsequently
sought to have sone of the noney it had paid to Lulirama
refunded, or, in the alternative, to have Lulirama provide it
with the jingles that Axcess clained it was due under the Jingle
Witing Agreenent.

Axcess sued Lulirama and Mchlin in Texas state court in
Decenber 1994. The state district court granted sunmmary j udgnment
in favor of Axcess on a breach of contract theory and ordered
Lulirama to refund sone of its noney to Axcess based on
Lulirama’s failure to provide songs due under the Jingle Witing

Agreenment. See Axcess Broadcast Servs. v. Mchlin, No. 94-12703

(192d Dist. C., Dallas County, Tex. June 9, 1995). Lulirama



appeal ed, and the Dallas court of appeals reversed the state
district court’s entry of sunmary judgnent while the federal case

was pendi ng before this court. See Lulirama Ltd. v. Axcess

Broadcast Servs., No. 05-95-01212-CVv, 1996 W. 743774 (Tex. App.--

Dal | as Dec. 31, 1996).

On Cctober 31, 1995, Lulirama and Mchlin? filed suit
agai nst Axcess in federal district court, asserting thirty-six
clains of copyright infringenment. Lulirama alleged that, w thout
proper authorization, Axcess reproduced the jingles, prepared
derivative jingles, distributed copies of the jingles, and
aut hori zed others to performthe jingles in violation of
Lulirama’s copyrights. Axcess answered, asserting several
affirmati ve defenses and alleging that it owned the copyrights to
all of the jingles. Axcess also filed a counterclaimasserting a
fraud claimand a claimfor declaratory judgnent that Axcess
owned the copyrights to all of the jingles or, in the

alternative, that it had “a continuing, unqualified |Iicense for
the unlimted use” of the jingles.

Axcess filed a notion for summary judgnent, and Luliranma
filed a notion for partial sunmary judgnent. Axcess also filed a

nmotion for Rule 11 sanctions on the grounds that Lulirama’s

2 Lulirama and Mchlin concede that any copyrights that
M chlin woul d ot herwi se own as creator of the jingles are owned
by Lulirama pursuant to the work for hire doctrine because
Mchlin wote the jingles in the course and scope of his
enpl oynent as president of Lulirama. See 17 U.S.C. § 101, 201.
Because M chlin has no claimto any of the copyrights at issue in
this case, the remainder of this opinion refers only to Lulirama
in discussing the | egal positions of Lulirama and M chlin.
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conplaint |acked a | egal basis and was filed for inproper
purposes. The court granted in part and denied in part Axcess’'s
notion, dismssed its fraud claim and denied Lulirama’s notion
for partial sunmary judgnment. Specifically, the district court
held that Lulirama’s copyright infringenent clains were barred by
res judicata,® that Axcess owned the copyrights in the first
seven jingles, and that Lulirama owned the copyrights in the
subsequent twenty-nine jingles. The district court held,

however, that Axcess had an oral or inplied license to use the
twent y- ni ne songs* and that Axcess had not exceeded the scope of

the license.® The district court also denied Axcess’s notion for

3% Following the district court’s entry of final judgnent in
this case, the Dallas Court of Appeals reversed the state
district court’s judgnent rendering summary judgnent in favor of
Axcess. Accordingly, Lulirama’ s copyright infringenent clains
cannot be precluded by res judicata. See Savidge v. Fincannon,
836 F.2d 898, 906 (5th Cr. 1988) (“A decree that has been
vacated or nullified by an appellate court cannot be given res
judicata effect.”); 18 CHARLES ALAN WRI GHT ET AL., FEDERAL PRACTI CE AND
PROCEDURE 8 4432, 302 (1981) (“Reversal and remand for further
proceedi ngs on the entire case defeats preclusion entirely until
a new final judgnent is entered by the trial court or the initial
judgnent is restored by further appellate proceedings. The fact
that an appeal is pending in a higher appellate court does not
restore the preclusive effects of the reversed judgnent.”).

4 The district court did not specify whether it construed
the license to be exclusive or nonexcl usive. However, as
explained in Part I1.A 2. b, infra, the license is necessarily
nonexcl usi ve because it is not reflected in a witten instrunent.

5 This holding is not reflected in the district court’s
final judgnent even though Axcess requested decl aratory judgnment
to this effect as an alternative to a declaratory judgnment that
it owned the copyrights to all thirty-six jingles. Presunably,
the district court intended its holding that Axcess had a |license
to use the last twenty-nine jingles as an alternative basis for
the court’s disposition of Lulirama’s copyright infringenent
cl ai ns.



Rul e 11 sanctions. Lulirama tinmely appeal ed and Axcess cross-
appeal ed.
1. DI SCUSSI ON

Lulirama chal l enges the district court’s conclusions (1)
t hat Axcess owns the copyrights to the seven jingles that
Lulirama provided to Axcess during the first year of the Jingle
Witing Agreenent and (2) that Axcess has an inplied or oral
license to use the twenty-nine jingles that Luliram provided to
Axcess after the first year of the Jingle Witing Agreenent.
Axcess appeals the district court’s denial of its notion for Rule
11 sanctions against Lulirama for filing a neritless lawsuit for
i nproper purposes. W address each of these issues in turn.

A, Summary Judgnent

1. St andard of Revi ew

“We review a grant of summary judgnent de novo, applying the
sane criteria used by the district court in the first instance.”

Texas Manufactured Housing Ass’'n v. City of Nederland, 101 F. 3d

1095, 1099 (5th Gr. 1996), cert. denied, 117 S. C. 2497 (1997).

Summary judgnent is proper “if the pleadings, depositions,
answers to interrogatories, and adm ssions on file, together with
the affidavits, if any, show that there is no genuine issue as to
any material fact and that the noving party is entitled to
judgnent as a matter of law.” Feb. R Qv. P. 56(c); see also

Celotex Corp. v. Catrett, 477 U.S. 317, 327 (1986).




2. Analysis

a. Copyright ownership of the first seven jingles

The district court concluded that Axcess owned the
copyrights to the first seven jingles that Lulirama produced
under the Jingle Witing Agreenent on the ground that these
jingles were works for hire within the neaning of the Copyright
Act of 1976, Pub. L. No. 94-553, 90 Stat. 2541 (1976) (codified
as anended in scattered sections of 17 U S.C.).

Under the Copyright Act, copyright ownership “vests
initially in the author or authors of the work.” 17 U S. C
8§ 201(a). “As a general rule, the author is the party who
actually creates the work, that is, the person who translates an
idea into a fixed, tangi ble expression entitled to copyri ght

protection.” Comunity for Creative Non-Violence v. Reid, 490

U S 730, 737 (1989). However, the Act creates an exception to
this general rule that authorship vests in the creator for “works
made for hire.” See 17 U.S. C. § 201(b). Section 201(b) of the
Act provi des:

In the case of a work made for hire, the enployer or

ot her person for whomthe work was prepared is

consi dered the author for purposes of this title, and,
unl ess the parties have expressly agreed otherwise in a
witten instrunent signed by them owns all of the
rights conprised in the copyright.

| d. Section 101 defines a “work made for hire” as foll ows:

(1) a work prepared by an enpl oyee within the scope of
his or her enploynent; or

(2) a work specially ordered or comm ssioned for use
as a contribution to a collective work, as a part
of a notion picture or other audiovisual work, as
a translation, as a supplenentary work, as a
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conpilation, as an instructional text, as a test,

as answer material for a test, or as an atlas, if

the parties expressly agree in a witten

i nstrunment signed by themthat the work shall be

considered a work made for hire.
ld. 8 101. The two parts of this working definition are nutually
exclusive: the first part applies to works created by enpl oyees;
the second applies to works created by independent contractors.
See Reid, 490 U S. at 742-43. The district court concluded that
Lulirama acted as an i ndependent contractor for Axcess in
providing the jingles pursuant to the Jingle Witing Agreenent,
and none of the parties dispute this conclusion.

The district court determned that the jingles witten
pursuant to the Jingle Witing Agreenent during the first year of
the agreenent fit the second prong of the Copyright Act’s
definition of “works made for hire.” In reaching this
conclusion, the court relied on an affidavit that Mchlin
executed in conjunction with Axcess’s state court action in which
M chlin expressed the follow ng understandi ng of the Jingle
Witing Agreenent:

Under this arrangenent, | was to supply Axcess

requi renents for advertising jingles and provide them

to Axcess through ny conpany Luliranma. Axcess was to

sell these songs to its television and radio station

clients.

The district court concluded that the above statenent indicated
that the jingles witten pursuant to the first year of the Jingle
Witing Agreenent were “works specially ordered or comm ssi oned

for use . . . as a part of a notion picture or other audi ovi sual

work,” 17 U.S.C. 8 101, based on the follow ng rational e:



It is best to interpret the broad term “audi ovisual” to

i nclude both purely visual and purely audi o works as

wel | as conbi ned audi o and vi sual works. No purpose of

the Copyright Act would be served by a narrower

definition because there is nothing inherent, froma

copyright policy perspective, in a purely visual,

purely audi o, or conbination work to nerit differential

treat ment.

Lulirama contends that the district court inproperly
expanded the class of specially conm ssioned works that can be
works for hire within the neani ng of the Copyright Act. W
agree. ®

The Supreme Court observed in Reid that the | egislative
hi story of the Copyright Act of 1976 indicates that it is “a
careful ly worked out conprom se ained at balancing legitinmate
interests” of hiring parties and artists. Reid, 490 U S. at 748
(internal quotation marks omtted). As such, the Court
adnoni shed that “[s]trict adherence to the | anguage and structure
of the Act is particularly appropriate.” 1d. at 748 n. 14.

A work created by an independent contractor can constitute a

work for hire only if it fits one of the nine narrowy drawn

6 Lulirama al so argues sonewhat cursorily that the billing
statenent nenorializing the first year of the Jingle Witing
Agreenent described the jingles in question insufficiently to
establish a valid work for hire agreenent. W need not resolve
this i ssue because we conclude that the district court erred in
holding as a matter of |aw that Axcess owns the copyrights to the
first seven jingles. As explained in Part Il1.A 2. b, infra,
Axcess has requested in the alternative declaratory judgnents
that it either owms the copyrights to these jingles or has an
unlimted license to use them Because we conclude as a matter
of | aw that Axcess has, at a m ninmum a nonexclusive |icense to
use the jingles as it has, remand for determ nation of copyright
ownership i s unnecessary. Accordingly, we need not determ ne
whet her Axcess’s claimto copyright ownership with respect to the
first seven jingles is foreclosed as a matter of |aw on the
al ternative ground advanced by Lulirana.
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categories of works delineated in the second part of § 101's
definition of “works nmade for hire.” See id. at 748 (“[T]he

| egislative history underscores the clear inport of the statutory
| anguage: only enunerated categories of conm ssioned works may

be accorded work for hire status.”); Easter Seal Soc’'y for

Crippled Children and Adults v. Playboy Enters., 815 F.2d 323,

328 n.8 (5th Cr. 1987) (“Only the buyers and sellers of works
falling with[in] 8 101(2)’'s nine categories can decide who w ||
be the statutory author; and then only by conpliance with the
statute of frauds clause.”). Axcess contends only that the
jingles fit one of the categories listed in 8 101: the category
of “work[s] specially ordered or conm ssioned for use . . . as a
part of a notion picture or other audiovisual work.” 17 U S C
8§ 101. Accordingly, this is the only potential avenue to work
for hire status that we address.

Section 101 of the Act defines “audi ovisual works” as

wor ks that consist of a series of related i mages which

are intrinsically intended to be shown by the use of

machi nes or devices such as projectors, viewers, or

el ectroni c equi pnent, together wth acconpanying

sounds, if any, regardless of the nature of the

materi al objects, such as filnms or tapes, in which the

wor ks are enbodi ed.
17 U.S.C. 8 101. The plain | anguage of this definition indicates
t hat an audi ovi sual work nmust have a visual conponent. In order
to be classified as an audi ovi sual work, the work in question
“must consist of (1) ‘images;’ (2) such imges nust be ‘rel ated’

and presented in a ‘series;’ (3) such inmages nust be capabl e of

bei ng shown by a machine or device.” 1 MeLVILLE B. NI MER & Davi D

10



N MVER, N MVER ON COPYRIGHT 8§ 2.09[ A] (1997) [hereinafter N MER]
(footnotes omtted). Use of the term“inmages” in the statutory
definition denotes a visual conponent because the definition

i ndi cates that an audi ovi sual work consists of “inmages .

toget her with acconmpanyi ng sounds, if any.” 17 U S.C. § 101

(enphasi s added). To conclude that an “imge” within the Act’s
definition of “audiovisual works” need not contain a visual
conponent woul d render the reference to “acconpanyi ng sounds” in
the definition superfluous because “acconpanyi ng sounds” woul d be
subsuned by the term “inmages.” Such a statutory construction
woul d violate the |long-settled principle that each word in a

statutory schene nust be given neaning. See Bailey v. United

States, 116 S. C. 501, 506 (1995) (noting the “assunption that
Congress intended each of its terns [in a statutory schene] to
have neani ng”).

Moreover, 8§ 102 of the Act lists “notion pictures and ot her
audi ovi sual works” and “sound recordings” as distinct categories
of works entitled to copyright protection. See 17 U.S.C. § 102.
That Congress chose to create these separate categories indicates
that it recogni zed a distinction between audi ovi sual and purely
audi o works. Additionally, Section 101 defines “sound
recordi ngs” as

works that result fromthe fixation of a series of

musi cal , spoken, or other sounds, but not including the

sounds acconpanying a notion picture or other

audi ovi sual work, regardl ess of the nature of the

mat eri al objects, such as disks, tapes, or other
phonorecords, in which they are enbodi ed.

11



Id. 8 101 (enphasis added). The district court’s conclusion that
“purely audi o works” constitute “audi ovi sual works” woul d render
the category of “sound recordings” conpletely enpty. Because
wor ks otherw se neeting the definition of “sound recordings” are
purely audi o works, under the district court’s statutory
construction, they would all be excluded fromthe definition
because they woul d al so constitute “other audiovisual work.”
Therefore, we cannot agree with the district court that the term
“audi ovi sual wor ks” enconpasses “purely audi o works.”

Axcess argues that Mchlin's statenent that he agreed to
provi de advertising jingles to Axcess “to sell . . . toits
television and radio station clients” indicates that each of the
jingles was conm ssioned for use in both the television and radio
medi unms. Axcess argues that, to the extent that each jingle was
comm ssioned for use in television, each jingle is “a work
specially ordered or conm ssioned for use . . . as a part of a
nmotion picture or other audiovisual work.” 17 U S. C. § 101.
However, Mchlin' s statenent of his understanding of the Jingle
Witing Agreenent does not unanbi guously indicate that each
jingle that he wote pursuant to the Jingle Witing Agreenent
woul d potentially be used both for television and radio
advertising. One could read his statenent as indicating that
Axcess intended to conm ssion sone jingles for use in television
advertisenents and other jingles for use in radio advertisenents.
Because the summary judgnent evi dence does not indicate which of

the first seven jingles were comm ssioned for use as part of a

12



tel evision advertisenent, a radio advertisenent, or both, a
genui ne issue of material fact exists as to whether any or all of
these jingles were “specially ordered or conm ssioned for use .

as a part of a notion picture or other audiovisual work,” 17
U S.C § 101, and thus whether they are works nmade for hire.’

Axcess argues in the alternative, however, that it has a

nonexclusive license to use the first seven jingles, as well as
the twenty-nine jingles produced during the period in which the
parties extended the Jingle Witing Agreenent without a witten
enbodi nent of the agreenent. W turn nowto the issue of
nonexcl usi ve |icense.

b. Nonexcl usi ve |license

The district court concluded that no valid work for hire
agreenent existed with respect to the twenty-nine jingles witten
after the original Jingle Witing Agreenent expired at the end of
one year because the extension of the Jingle Witing Agreenent
was not evidenced in a witing signed by the parties.

Accordingly, the court determ ned that Lulirama, as the enpl oyer

of the creator of these works, owned the copyrights to them

7 Axcess insists that a particular jingle need not have
been conm ssioned only for use in an audiovisual work in order to
qualify for work for hire status. Assum ng that this is true,
it is clear that, in order for a particular jingle to qualify as
a work for hire, Axcess nust have conmm ssioned it at least in
part for the purpose of making it a part of an audi ovi sual work.
The summary judgnent evidence in this case does not establish
that at | east part of the purpose for Axcess’s comm ssioning each
of the first seven jingles was for use in television adverti sing.
Accordi ngly, summary judgnment in favor of Axcess as to its
ownership of the copyrights to the first seven jingles was
I nappropri ate.

13



Axcess does not dispute this conclusion. The district court went
on to conclude that, while Lulirama owned the copyrights to these
jingles, it had granted Axcess an oral or inplied |license to sel
the jingles to Axcess's radio and tel evision custoners. Luliram
contends that the district court erred in this regard. W cannot
agr ee.

Wi |l e the Copyright Act requires that exclusive |icenses be
evidenced by a witing, no such witing requirenment applies to
nonexcl usive |licenses. Section 204(a) of the Act provides that
“[a] transfer of copyright ownership, other than by operation of
law, is not valid unless an instrunent of conveyance, or a note
or nmenorandum of the transfer, is in witing and signed by the
owner of the rights conveyed or such owner’s duly authorized
agent.” 17 U . S.C. 8§ 204(a). Section 101 of the Act defines
“transfer of copyright ownership” to include exclusive |icenses,
but expressly excludes nonexclusive licenses. See id. § 101. As
such, “[u] nder federal |aw, a nonexclusive |icense may be granted
orally, or may even be inplied fromconduct.” 3 NIMER, supra,

8 10.03[A], at 10-40 (footnotes omtted); see also |.A E. , Inc.

v. Shaver, 74 F.3d 768, 775 (7th CGr. 1996); Effects Assocs. V.
Cohen, 908 F.2d 555, 558 (9th G r. 1990).

“When the totality of the parties’ conduct indicates an
intent to grant such permssion, the result is a | egal
nonexclusive license . . . .” 3 NMwER, supra, 8 10.03[A], at 10-
41 (footnotes omtted). Oher circuits have held that an inplied

nonexcl usive |license arises when “(1) a person (the |icensee)

14



requests the creation of a work, (2) the creator (the licensor)
makes the particular work and delivers it to the |icensee who
requested it, and (3) the licensor intends that the |icensee-
requestor copy and distribute his work.” 1.A E , 74 F.3d at 776
(citing Effects, 908 F.2d at 558-59).

In this case, the above criteria are plainly satisfied.
First, Axcess requested the creation of the jingles. Second,
Mchlin created the jingles as Lulirama’ s agent and Lulirama
delivered themto Axcess. Third, Mchlin conceded in his
affidavit that he understood that, pursuant to the Jingle Witing
Agreenment, Axcess would sell the jingles to its radio and
tel evision customers. Lulirama neverthel ess advances a nunber of
argunents as to why a nonexclusive license did not arise in this
case, all of which we find to be without nerit.

Lulirama first argues that a nonexclusive |icense cannot
exi st between the parties because the parties intended that
Axcess woul d obtain full copyright ownership of the jingles
pursuant to the work for hire doctrine. The Eleventh Crcuit

rejected a simlar argunent in Jacob Maxwell, Inc. v. Veeck, 110

F.3d 749 (11th Cr. 1997). In that case, an artist agreed to
wite a song for a baseball team and the parties agreed orally
that the baseball team would have an exclusive license to use the
song. See id. at 751. Applying Florida contract |law, the court
concl uded that, although no exclusive |license existed because
such a license cannot be created orally, the artist had granted

t he baseball team a nonexclusive license to use the jingle

15



because it had acquiesced in the teanis use of the song. See id.
at 752. In so doing, the court rejected the argunent that the
parties’ intention to create an exclusive |license forecl osed the
recognition of a nonexclusive license. See id. at 752-53. The
court observed:
Li ke the district court, we conclude that while it

may well be that the parties in their initial

negoti ati ons contenpl ated an exclusive |icense, JM

cannot reasonably deny, given its subsequent conduct

here, that it granted to the Mracle the sort of

| esser, nonexclusive license to play the piece during

the sumer of 1993 that federal |aw recogni zes may

result froma purely oral transaction.
ld. at 753.

We agree with the analysis of the Eleventh Grcuit. Under
Texas contract law, 8 illegal contracts are generally

unenforceable. See Plum ee v. Paddock, 832 S.W2d 757, 759 (Tex.

App. --Fort Worth 1992, wit denied). However, a court will sever
the illegal portion of the agreenent and enforce the remainder if
the parties would have entered the agreenent absent the ill egal

portion of the original bargain. See Panasonic Co. v. Zinn, 903

F.2d 1039, 1041 (5th Gr. 1990).

Where the subject matter of the contract is legal, but
the contract contains an illegal provision that is not
an essential feature of the agreenent, the ill egal
provi sion may be severed and the valid portion of the
contract enforced. . . . In determ ning whether a
particular provision is severable, “the issue is

whet her [the parties] would have entered into the
agreenent absent the illegal parts.”

8 To the extent that it is not inconsistent with the
Copyright Act and its policies, Texas |aw governs our analysis of
whet her the parties contractually created a nonexcl usive |icense.
See Fantastic Fakes, Inc. v. Pickwick Int’l, Inc., 661 F.2d 479,
482-83 (5th Cir. Unit B Nov. 1981).
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ld. (quoting Rogers v. Wilfson, 763 S.W2d 922, 925 (Tex. App.--

Dall as 1989, wit denied); see also Redgrave v. WIKkinson, 208

S.W2d 150, 152 (Tex. Cv. App.--Waco 1948, wit ref’d n.r.e.)
(“If, for a legal consideration, a party undertakes to do two or
nore acts, and a part of themare unlawful, the contract is good
for so much as is lawful, and void for the residue. Wenever the
unl awful part of a contract can be separated fromthe rest, it
wll be rejected and the remai nder established.” (interna
quotation marks omtted)); 6A ARTHUR LINTON CorRBIN, CORBIN ON CONTRACTS
§ 1522, at 760-61 (1962) (noting the well-recognized rule that,
“iIf alawful consideration is given for two prom ses, one of
which is lawful and the other unlawful, the lawful prom se is
enforceabl e’ and observing that “there is no injustice to the
defendant in permtting the plaintiff to abandon the ill egal
prom se and to enforce the other one . . . [because] [t]he

def endant receives everything for which he bargai ned and gi ves
less in return”).

Lulirama states in its response brief that “[t]he record
here indicates that a work for hire agreenent was presunably
intended,” and that “Mchlin m stakenly believed that a valid
work for hire agreenment had been reached.” It would be quite
anomal ous to allow Lulirama, which admttedly intended by the
Jingle Witing Agreenent to convey to Axcess a bundle of rights
including all of the exclusive rights of copyright ownership, to
conplain that the intent of the parties to the agreenent was

frustrated by the district court’s conclusion that Luliram
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conveyed by inplication a snaller bundle of rights. Because
Lulirama intended to convey to Axcess all of the rights
associ ated with ownership of the copyrights to the jingles, it of
necessity intended to convey the | esser-included set of rights
associ ated with a nonexclusive |icense to use the jingles.
Lulirama al so argues that the existence of the Pronotional
Li cense Agreenent between Lulirama and Axcess, which provided
Axcess with an exclusive license to use all works to which
Lulirama could claiman ownership interest for pronotional
pur poses, forecloses our finding an inplied or oral nonexcl usive
license. In support of this contention, Lulirama directs us to

Wodard v. Southwest States, Inc., 384 S.W2d 674 (Tex. 1964).

In that case, the Texas Suprene Court held that, “[w] here there
exists a valid express contract covering the subject matter,
there can be no inplied contract.” |d. at 675.

The flaw in Lulirama’ s argunment stens fromthe fact that no
express, witten contract exists covering the subject matter of
t he nonexclusive license in this case. The owner of a copyright
is free to grant nmultiple licenses for different uses of the sane

mat eri al . Buffalo Broad. Co., Inc. v. Anerican Soc’y of

Conposers, Authors and Publishers, 744 F.2d 917, 920 (2d Cr

1984) (“The [ Copyright] Act specifically accords the copyright
owner the right to authorize others to use the various rights
recogni zed by the Act, including the performng right and the
reproduction right and to convey these rights separately.”

(citations omtted)). The Pronotional License Agreenent provided

18



Axcess with the very limted right to use all works in which
Lulirama could claiman ownership interest for pronotional
purposes. The Jingle Witing Agreenent provided Axcess with the
right to sell and distribute the jingles created pursuant to the
agreenent. To the extent that the agreenents involve distinct
rights, the nonexclusive license that the district court

determ ned to exist does not cover the sane subject nmatter as the
Pronoti onal License Agreenent.

This conclusion finds further support in the fact that it is
hi ghly questi onabl e whether the jingles delivered pursuant to the
Jingle Witing Agreenent are even subject to the Pronotional
Li cense Agreenent. Lulirama concedes in its response brief that
“[t]he record here indicates that a work for hire agreenent was
presumably i ntended. Such an agreenent, if it were valid, would
have vested original copyright ownership in Axcess.” This
statenent nakes clear that, at the tine the parties entered the
Pronoti onal License Agreenent, they did not believe that the
jingles created pursuant to the Jingle Witing Agreenent woul d be
covered by it because they believed that Axcess woul d possess the
copyrights to the jingles pursuant to the work for hire doctrine.
As such, neither of the parties conceived of the jingles created
pursuant to the Jingle Witing Agreenment as nusical works in
which Lulirama or Mchlin could “claimownership or other right,
title or interest, whatsoever” for purposes of the Pronotional
Li cense Agreenent. Lulirama adamantly argues that, in

interpreting contracts, courts nust “take the wording of the
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contract in the |ight of the surroundi ng circunstances,” Witkins

v. Petro-Search, Inc., 689 F.2d 537, 538 (5th G r. 1982), so as

to “carry out the intentions of the parties as of the tine the

i nstrunent was executed.” First Nat'l Bank v. Kinabrew 589

S.W2d 137, 138 (Tex. Cv. App.--Tyler 1979, wit ref’d n.r.e.).
Appl yi ng these precepts to the Pronotional License Agreenent, we
are skeptical that the agreenent even covers the sane works as
the Jingle Witing Agreenent, much |ess the sane rights to those
wor ks.

Mor eover, acceptance of Lulirama’s position that the
exi stence of the Pronotional License Agreenent precludes a
finding that Axcess obtained additional rights to the jingles
through an inplied Iicense would require acceptance of the absurd
prem se that the Jingle Witing Agreenent and its oral extension,
pursuant to which Axcess paid Lulirama nore than one hundred
t housand dollars from 1991 to 1994, provided Axcess with no nore
rights to the jingles than it obtai ned through the Pronoti onal
Li cense Agreenent, pursuant to which Axcess paid Luliram an
addi tional $1000 (and | ater $1500) per nonth. W decline to
accept this prem se, and therefore conclude that the existence of
the Pronotional License Agreenent in no way precludes the
exi stence of an oral or inplied |license.

Lulirama next argues that finding an oral or inplied |license
in this case would circunvent the statutory enbodi nent of the
work for hire doctrine by allow ng Axcess to obtain the benefits

of noncreator authorship w thout conplying with the statutory
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requi sites for such status. This is sinply not true. As a
result of the Jingle Witing Agreenent, Axcess obtained a

nonexclusive license to use the jingles created pursuant to the

agreenent. |If Axcess had acquired the copyrights to the jingles
as a result of the agreenent, it would have obtained the
exclusive right to, anong other things, (1) reproduce and nake
copies of the jingles; (2) prepare derivative works based on the
jingles; (3) distribute copies or phonorecords of the jingles to
the public by sale or other transfer of ownership, or by rental,
| ease or lending; and (4) authorize others to performthe jingles
publicly. See 17 U S.C. § 106. However, because neither the
original Jingle Witing Agreenent nor its oral extension
constituted a valid work for hire agreenent, Axcess could not
obtain ownership of the copyrights to the jingles via the Jingle
Witing Agreenment. As such, it obtained only a nonexcl usive
right to engage in the above activities. This conclusion in no
way circunvents the Copyright Act.

Lulirama next argues that, even if the Jingle Witing
Agreenent and its oral extension created a nonexclusive |icense,
a fact issue exists as to whether Axcess’s use of the jingles
over stepped the boundaries of the inplied |icense. This argunent
|l acks nerit. In conceding that the parties intended by the
Jingle Witing Agreenent to vest Axcess with original copyright
ownership to the jingles, Luliram concedes that the parties
intended to grant Axcess the right to take any action consistent

with copyright ownership. This would include all of the actions
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that formthe basis of Lulirama’s clains of copyright
infringenment, i.e., (1) reproducing and naki ng copies of the
jingles; (2) preparing derivative wrks based on the jingles;
(3) distributing copies or phonorecords of the jingles to the
public by sale or other transfer of ownership, or by rental,

| ease or lending; and (4) authorizing others to performthe
jingles publicly. See 17 U S.C. § 106. Therefore, Axcess has
not overstepped the bounds of its nonexclusive |license.

Lulirama finally argues that, even if the Jingle Witing
Agreenent created a nonexclusive |license, Lulirama revoked the
nonexclusive license by filing this lawsuit. This argunent al so
| acks nmerit. A nonexclusive license nmay be irrevocable if
supported by consideration. See 3 NIMER, supra, 8 10.02[B][ 5]
(“[ NJonexcl usive licenses are revocabl e absent consideration.”);

Avtec Sys., Inc. v. Peiffer, 21 F.3d 568, 574 n.12 (4th Cr.

1994); Keane Dealer Servs., Inc. v. Harts, 968 F. Supp. 944, 947

(S.D.N Y. 1997); Johnson v. Jones, 885 F. Supp. 1008, 1013 n.6

(E.D. Mch. 1995). This is so because a nonexclusive |icense

supported by consideration is a contract. See Jacob Maxwell, 110

F.3d at 752-53 (construing an inplied nonexclusive |icense
supported by consideration as an inplied contract); |I.AE., 74
F.3d at 776 (“[I]nplied licenses are like inplied contracts .
."); Effects, 908 F.2d at 559 n.7 (noting that an inplied
license is "a creature of |law much |ike any other inplied-in-fact
contract"); 3 NIMER, supra, 8 10.01[C][5] & n.73.1 (observing

that a license can be a formof contract in the sense that it is,
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“in legal contenplation, nerely an agreenent not to sue the
licensee for infringenent.”).

Lulirama’s argunent that it revoked any inplied |icense that
m ght have arisen by filing the present |awsuit is tantanmount to
an argunent that it had a unilateral right of rescission wthout
notice--an argunent entirely inconsistent wwth the existence of a
contract between the parties. |If Lulirama had the ability to
termnate the license at will, then no contract could exi st
because Luliram’s obligation under the contract woul d be
illusory. See RESTATEMENT ( SECOND) OF CONTRACTS § 2 cnt. e (1981)
(“Words of prom se which by their terns nake performance entirely
optional with the ‘prom sor’ whatever may happen, or whatever
course of conduct in other respects he may pursue, do not
constitute a promse. Although such words are often referred to
as formng an illusory promse, they do not fall within the

present definition of promse.”); Light v. Centel Cellular Co.,

883 S.W2d 642, 645 (Tex. 1994) (“Wen illusory prom ses are al
that support a purported bilateral contract, there is no
contract.”). A presunption exists that parties to a purported

contract did not intend to make illusory prom ses. See Hol gquin

v. Twin Cties Servs., Inc., 750 S.wW2d 817, 819 (Tex. App.--E

Paso 1988, no wit) (“[I]t is presuned that when parties nake an
agreenent they intend it to be effectual, not nugatory; and the
contract will be construed in favor of nutuality . . . .”).

The record in this case provides no indication that the

parties intended that Axcess’s right to use the jingles was
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termnable at the will of Lulirama. Accordingly, we conclude
that Axcess’s rights under the nonexclusive |icense created by
the Jingle Witing Agreenent did not end upon Lulirama’s filing
the present lawsuit.?®

In sum we conclude that the district court correctly
determ ned that Axcess has a nonexclusive license to use the |ast
twenty-nine jingles created pursuant to the Jingle Witing
Agreenment. As we noted in Part Il.A 2.a, supra, a triable issue
of fact may exist as to whether Axcess owns the copyrights to the
first seven jingles created pursuant to the work for hire
doctrine. However, in its counterclaim Axcess sought
declaratory judgnent that it either (1) owned the copyrights to
these jingles or (2) had a license to use them It sought
summary judgnent on its declaratory judgnent claim thus
indicating that it wished to have summary judgnent decl aring
either that it owns the copyrights to the jingles or that it has
a license to use them

Based on the sane analysis applied to the | ast twenty-nine

jingles, we conclude as a matter of |aw that, at a m ni num

® Lulirama al so contends that sunmary judgnent was i nproper
because the district court stayed discovery and therefore denied
Lulirama the opportunity to discover evidence that would create
fact issues as to its copyright infringenent clains. However,
Lulirama provides no indication of what evidence it hoped to find
had the district court allowed it to continue with discovery.
Accordingly, we find this argunent to be without nerit. Daboub
v. G bbons, 42 F.3d 285, 288 (5th Cr. 1995) (“[T]he
[plaintiffs’] silence as far as nam ng what they are | ooking for
t hrough discovery is fatal to their argunent [that the district
court denied them sufficient discovery], and the district court's
decision to rule on the summary judgnent notion was proper.”).
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Axcess has a nonexclusive license to use the first seven jingles
created pursuant to the Jingle Witing Agreenent. Put another
way, as a matter of law, Luliram cannot state a cl ai m of
copyright infringenent agai nst Axcess based upon Axcess’'s past or
future use of the first seven jingles. See NIMER, supra, 8§
10.01[C[5] n.73.1 (“Alicense is, in legal contenplation, nerely
an agreenent not to sue the licensee for infringenent.”). This
concl usi on shoul d not be construed as disposing of the issue of
who actually owns the copyrights to the first seven jingles.
None of the clainms presented by the parties nmandates resol ution
of this issue. Lulirama’s copyright infringenent clains are
forecl osed regardl ess of who owns the copyrights, and Axcess has
requested alternative declarations of its rights with respect to
these jingles that obviate the need for a determ nation of
copyri ght ownership.
B. Sanctions

Axcess contends that the district court conmmtted reversible
error in denying its notion for sanctions against Luliram
pursuant to Rule 11 of the Federal Rules of G vil Procedure. W
di sagr ee.

Rul e 11 i nposes the followi ng duties on parties nmaking
representations to a federal court:

By presenting to the court (whether by signing, filing,

subm tting, or |later advocating) a pleading, witten

nmotion, or other paper, an attorney or unrepresented

party is certifying that to the best of the person's

know edge, information, and belief, formed after an
i nqui ry reasonabl e under the circunstances, --
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(1) it is not being presented for any inproper
pur pose, such as to harass or to cause unnecessary
del ay or needl ess increase in the cost of litigation;

(2) the clains, defenses, and other | egal
contentions therein are warranted by existing | aw or by
a nonfrivol ous argunent for the extension,
nmodi fication, or reversal of existing |law or the
establ i shment of new | aw,
(3) the allegations and other factual contentions
have evidentiary support or, if specifically so
identified, are likely to have evidentiary support
after a reasonable opportunity for further
i nvestigation or discovery; and
(4) the denials of factual contentions are warranted
on the evidence or, if specifically so identified, are
reasonably based on a |l ack of information or belief.
FED. R CQv. P. 11. The rule provides that, if the court
determ nes that an attorney has viol ated the above provisions,
“the court may . . . inpose an appropriate sanction upon the
attorneys, law firns, or parties that have violated [the above
provi sions] or are responsible for the violation.” [|d. (enphasis
added) .

“We review all aspects of a district court's decision to
i nvoke Rule 11 and acconpanyi ng sancti ons under an abuse of

di scretion standard.” Childs v. State Farm Mut. Auto. Ins. Co.,

29 F.3d 1018, 1023 (5th Gr. 1994). This standard is necessarily
deferential because, based on its “[f]Jamliar[ity] wth the
issues and litigants, the district court is better situated than
the court of appeals to marshal the pertinent facts and apply the
fact-dependent |egal standard mandated by Rule 11." Cooter &
Gell v. Hartmarx Corp., 496 U. S. 384, 402 (1990).
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Axcess contends that the district court abused its
discretion in declining to inpose Rule 11 sanctions for two
reasons: (1) because the record contains no evidence indicating
that Lulirama did not authorize Axcess’s use of the jingles, and
(2) because Axcess took inconsistent |egal positions in the state
and federal court actions as to the legal effect of the
Pronoti onal License Agreenment. W reject both of these
contentions.

As to the first, a prima facie claimof copyright
i nfringenment requires proof of two elenents: “(1) ownership of a
val id copyright, and (2) copying of constituent elenents of the

work that are original.” Feist Publications, Inc. v. Rural Tel.

Serv. Co., 499 U. S. 340, 361 (1991). The existence of a license
aut hori zing use of copyrighted material is an affirmative
def ense, and Axcess therefore bears the burden of proving the

exi stence of a |license. See CVS Software Design Sys., Inc. V.

Info Designs, Inc., 785 F.2d 1246, 1248 (5th Cr. 1986). Thus,

t he absence of evidence in the record indicating that Luliram
did not authorize Axcess’s use of the jingles does not indicate
that Lulirama’s clains of copyright infringenent |ack any basis
in law or fact because establishing the absence of a license is
not an elenent of proof required to state a prim facie claimof
copyright infringenent.

As to Axcess’s second argunent, the district court concluded
that the doctrine of judicial estoppel was a sufficient deterrent

to Lulirama’ s taking inconsistent |egal positions. |In |light of
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its unique “[flamliar[ity] with the issues and litigants,” we
cannot say that the district court abused its discretion in

making this determnation. Cooter & Gell, 496 U S. at 402; see

also Ergo Science, Inc. v. Martin, 73 F.3d 595, 598 (5th Gr.

1996) (“The doctrine of judicial estoppel prevents a party from
asserting a position in a |legal proceeding that is contrary to a
position previously taken in the sanme or sone earlier
proceedi ng.”).
[11. CONCLUSI ON

For the foregoing reasons, we AFFIRM those portions of the
district court’s judgnent (1) dismssing Lulirama’s copyright
infringement clainms with prejudice and (2) declaring that
Lulirama owns the copyrights to the |ast twenty-nine jingles
created pursuant to the Jingle Witing Agreenent. W VACATE t hat
portion of the district court’s judgnent declaring that Axcess
owns the copyrights to the first seven jingles and RENDER
decl aratory judgnent that Axcess has a nonexclusive license to
reproduce these jingles, create derivative works fromthem
distribute and sell themto its radio and tel evision custoners,
and aut horize public performances of them W AFFIRMthe
district court’s order denying sanctions against Lulirama. Costs

shal | be borne by Lulirama
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