T.B. HARMS COMPANY v. ELISCU
United States Court of Appeals for the Second Circuit, 1964.
339 F.2d 823.

FRIENDLY, CIRCUIT JUDGE:

A layman would doubtless be surprised to learn that an action wherein the purported
sole owner of a copyright alleged that persons claiming partial ownership had recorded their
claim in the Copyright Office and had warned his licensees against disregarding their inter-
ests was not one “arising under any Act of Congress relating to * * * copyrights” over which
28 U.S.C. § 1338 gives the federal courts exclusive jurisdiction. Yet precedents going back for
more than a century teach that lesson and lead us to affirm Judge Weinfeld’s dismissal of the
complaint.

The litigation concerns four copyrighted songs; we shall state the nub of the matter as al-
leged in the complaint without going into details irrelevant to the jurisdictional issue. The
music for the songs was composed by Vincent Youmans for use in a motion picture, “Flying
Down to Rio,” pursuant to a contract made in 1933 with RKO Studios, Inc. He agreed to as-
sign to RKO the recordation and certain other rights relating to the picture during the exis-
tence of the copyrights and any renewals. RKO was to employ a writer of the lyrics and to
procure the publishing rights in these for Youmans, who was “to pay said lyric writer the
usual and customary royalties on sheet music and mechanical records.”Subject to this, You-
mans could assign the publication and small performing rights to the music and lyrics as he
saw fit. In fact RKO employed two lyric writers, Gus Kahn and the defendant Edward Eliscu,
who agreed to assign to RKO certain rights described in a contract dated as of May 25, 1933.
Max Dreyfus, principal stockholder of the plaintiff Harms, which has succeeded to his rights,
acquired Youmans’ reserved rights to the music and was his designee for the assignment
with respect to the lyrics. Allegedly—and his denial of this is a prime subject of dispute—
Eliscu then entered into an agreement dated June 30, 1933, assigning his rights to the exist-
ing and renewal copyrights to Dreyfus in return for certain royalties.

When the copyrights were about to expire, proper renewal applications were made by the
children of Youmans, by the widow and children of Kahn, and by Eliscu. The two former
groups executed assignments of their rights in the renewal copyrights to Harms. But Eliscu,
by an instrument dated February 19, 1962, recorded in the Copyright Office, assigned his
rights in the renewal copyrights to defendant Ross Jungnickel, Inc., subject to a judicial de-
termination of his ownership. Thereafter Eliscu’s lawyer advised ASCAP and one Harry
Fox—respectively the agents for the small performing rights and the mechanical recording
license fees—that Eliscu had become vested with a half interest in the renewal copyrights
and that any future payments which failed to reflect his interest would be made at their own
risk; at the same time he demanded an accounting from Harms. Finally, Eliscu brought an
action in the New York Supreme Court for a declaration that he owned a one-third interest
in the renewal copyrights and for an accounting.

Harms then began the instant action in the District Court for the Southern District of
New York for equitable and declaratory relief against Eliscu and Jungnickel. Jurisdiction
was predicated on 28 U.S.C. § 1338 * * * | Defendants moved to dismiss the complaint for
failure to state a claim on which relief can be granted and for lack of federal jurisdiction
* %%  The district court dismissed the complaint for want of federal jurisdiction,

In line with what apparently were the arguments of the parties, Judge Weinfeld treated
the jurisdictional issue as turning solely on whether the complaint alleged any act or threat
of copyright infringement. He was right in concluding it did not. Infringement, as used in
copyright law, does not include everything that may impair the value of the copyright; it is
doing one or more of those things which § 1 of the Act, reserves exclusively to the copyright
owner. The case did not even raise what has been the problem presented when a defendant
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licensed to use a copyright or a patent on certain terms is alleged to have forfeited the grant;
in such cases federal jurisdiction is held to exist if the plaintiff has directed his pleading
against the offending use, referring to the license only by way of anticipatory replication, but
not if he has sued to set the license aside, seeking recovery for unauthorized use only inci-
dentally or not at all. Here neither Eliscu nor Jungnickel had used or threatened to use the
copyrighted material; their various acts, as the district judge noted, sought to establish their
ownership of the copyrights by judicial and administrative action, including notice to the
parties concerned.

However, the jurisdictional statute does not speak in terms of infringement, and the un-
doubted truth that a claim for infringement “arises under” the Copyright Act does not estab-
lish that nothing else can. Simply as a matter of language, the statutory phrasing would not
compel the conclusion that an action to determine who owns a copyright does not arise under
the Copyright Act, which creates the federal copyright with an implied right to license and
an explicit right to assign. But the gloss afforded by history and good sense leads to that con-
clusion as to the complaint in this case.

Although Chief Justice Marshall, construing the “arising under” language in the context
of Article III of the Constitution, indicated in Osborn v. Bank of the United States, that the
grant extended to every case in which federal law furnished a necessary ingredient of the
claim even though this was antecedent and uncontested, the Supreme Court has long given a
narrower meaning to the “arising under” language in statutes defining the jurisdiction of the
lower federal courts. If the ingredient theory of Article III had been carried over to the gen-
eral grant of federal question jurisdiction now contained in 28 U.S.C. § 1331, there would
have been no basis—to take a well-known example—why federal courts should not have ju-
risdiction as to all disputes over the many western land titles originating in a federal patent,
even though the controverted questions normally are of fact or of local land law. Quite sen-
sibly, such extensive jurisdiction has been denied.

The cases dealing with statutory jurisdiction over patents and copyrights have taken the
same conservative line. * * * To take one of many examples, the Court said: “The Federal
courts have exclusive jurisdiction of all cases arising under the patent laws, but not of all
questions in which a patent may be the subject-matter of the controversy. For courts of a
state may try questions of title, and may construe and enforce contracts relating to patents.”

Just as with western land titles, the federal grant of a patent or copyright has not been
thought to infuse with any national interest a dispute as to ownership or contractual en-
forcement turning on the facts or on ordinary principles of contract law. Indeed, the case for
an unexpansive reading of the provision conferring exclusive jurisdiction with respect to pat-
ents and copyrights has been especially strong since expansion would entail depriving the
state courts of any jurisdiction over matters having so little federal significance.

In an endeavor to explain precisely what suits arose under the patent and copyright
laws, Mr. Justice Holmes stated that “[a] suit arises under the law that creates the cause of
action”; in the case sub judice, injury to a business involving slander of a patent, he said,
“whether it is a wrong or not depends upon the law of the State where the act is done” so that
the suit did not arise under the patent laws. The Holmes “creation” test explains the taking
of federal jurisdiction in a great many cases, notably copyright and patent infringement ac-
tions, both clearly authorized by the respective federal acts, and thus unquestionably within
the scope of 28 U.S.C. § 1338; indeed, in the many infringement suits that depend only on
some point of fact and require no construction of federal law, no other explanation may exist.

* ok ok

It has come to be realized that Mr. Justice Holmes’ formula is more useful for inclusion
than for the exclusion for which it was intended. Even though the claim is created by state
law, a case may “arise under” a law of the United States if the complaint discloses a need for
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determining the meaning or application of such a law. The path-breaking opinion to this ef-
fect was Smith v. Kansas City Title & Trust Co., pointedly rendered over a dissent by Mr.
Justice Holmes. * ** But Harms likewise does not meet this test. The crucial issue is
whether or not Eliscu executed the assignment to Dreyfus; possibly the interpretation of the
initial May, 1933, contract is also relevant, but if any aspect of the suit requires an interpre-
tation of the Copyright Act, the complaint does not reveal it.

Having thus found that appropriate pleading of a pivotal question of federal law may suf-
fice to give federal jurisdiction even for a “state-created” claim, we cannot halt at questions
hinging only on the language of the Copyright Act. For a new and dynamic doctrine * * * in-
structs us that even in the absence of express statute, federal law may govern what might
seem an issue of local law because the federal interest is dominant. * ** If this “federal
common law” governed some disputed aspect of a claim to ownership of a copyright or for the
enforcement of a license, federal jurisdiction might follow—though one would wish to con-
sider whether this might be founded on 28 U.S.C. § 1331 rather than on § 1338 and thus be
concurrent and require a jurisdictional amount. But there is not the slightest reason to think
that any legal question presented by Harms’ complaint falls in the shadow of a federal inter-
est suggested by the Copyright Act or any other source.

Mindful of the hazards of formulation in this treacherous area, we think that an action
“arises under” the Copyright Act if and only if the complaint is for a remedy expressly
granted by the Act, e.g., a suit for infringement or for the statutory royalties for record repro-
duction, or asserts a claim requiring construction of the Act, * * * or, at the very least and
perhaps more doubtfully, presents a case where a distinctive policy of the Act requires that
federal principles control the disposition of the claim. The general interest that copyrights,
like all other forms of property, should be enjoyed by their true owner is not enough to meet
this last test.

Affirmed.
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