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SYLLABUS

Plaintiff, a dramatic author, granted defendant the "sole and exclusive license and
liberty to produce, perform and represent” his copyrighted play in the United States
and Canada, defendant agreeing to produce it

"not later than January first, 1913, and to continue . . . for at least seventy-five
performances during the season of 1913-1914 and for each theatrical season
thereafter for a period of five years;"

in default of 75 performances in any one theatrical year, all of defendant's rights
were to revert to plaintiff; the play was to be presented in first-class theaters with
competent companies and with a designated actress in the title role, a percentage
of the gross receipts going to plaintiff as royalties; if it failed, it was to be let to
stock companies, and the royalties thus accruing were to be divided equally
between the parties; rehearsal and production were to be under the plaintiff's
direction; no changes in the play were to be made without his approval, and he
was to have the right to print and publish it, but not within six months of its first
production without defendant's consent.

HELD

(1) That the grant was not limited to five years' duration. P. 252 U. S. 325 .

(2) It did not convey the right to represent the play in motion pictures. Id.

(3) There was an implied covenant by the grantor not to use the reserved motion
picture rights to the destruction of the rights granted. P. 252 U. S. 326 .

(4) Plaintiff is entitled to an injunction against representation in motion pictures, but
upon condition that he also shall abstain from representing or authorizing
representation in that form in Canada or the United States. Id.

258 F. 557 reversed.

The case is stated in the opinion.
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MR. JUSTICE HOLMES delivered the opinion of the Court.

This is a suit by the author of a play called Peg O' My Heart to restrain the
defendant, Morosco, from representing the play in motion pictures in violation of
the plaintiff's copyright, and also, although this is a subsidiary question, from
producing the play at all. The defendant justifies under an agreement of January
19, 1912, and a supplemental agreement of July 20, 1914, both set forth in the bill.
The ground upon which the right to produce the play in any way was denied was
that the agreement gave rights only for five years. This construction was rejected
by the district court and the Circuit Court of appeals. Both Courts held also that the
agreement conveyed the right to represent the play in moving pictures, and on that
ground dismissed the bill. 254 F. 737; 258 F. 557.

By the first agreement, the plaintiff, party of the first part "does grant" to Morosco,
the party of the second part,

"the sole and exclusive license and liberty to produce, perform and represent the
said play in the United States of America and the Dominion of Canada,"

subject to the terms and conditions of the contract. Morosco
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agrees "to produce the play not later than January first, 1913, and to continue the
said play for at least seventy-five performances during the season of 1913-1914
and for each theatrical season thereafter for a period of five years." He agrees
further to pay specified percentages on the gross weekly receipts as royalties, and
that

“if, during any one theatrical year, . . . said play has not been produced or
presented for seventy-five performances, then all rights of the said party of the
second part shall cease and determine and shall immediately revert to the said
party of the first part.”



Morosco further agrees to present the play in first-class theaters with competent
companies and with Miss Laurette Taylor (the stage name of the author's wife) in
the title role; the play to have a production in New York and to be continued on the
road for at least one season or longer if considered advisable by both parties. No
alterations, eliminations, or additions are to be made without the approval of the
author, and the rehearsals and production of the play are to be under his direction.
The author to have the right to print and publish the play, but not within six months
after the production of the play in New York City without consent. Morosco is not to
let or transfer his rights without the author's consent. "Should the play fail in New
York City and on the road, it shall be released for stock" -- i.e., let to stock
companies, with an equal division of royalties between plaintiff and defendant. By
an addendum, after Miss Taylor should have finished her season, her successor in
the role of "Peg" for any subsequent tours shall be mutually agreeable to both
parties. The contract is declared binding upon the parties, "their heirs, executors,
assigns, administrators and successors."

The second agreement, in order to adjust controversies and to modify the first,
authorized Morosco "as long as this contract is in force" "to produce, perform and
represent” the play with or in as many companies as he saw fit,
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without engaging Laurette Taylor and without consulting the plaintiff as to the cast,
rehearsals, or production of the play. Morosco also was authorized to let or sell
any of his rights under the contracts, but he was not to be released from his
personal liability to pay the royalties as specified in the contracts. The play might
be released for stock whenever the net profits realized from all the companies
producing the play should be less than $2,000, and then the royalties received
from the stock theaters were to be divided equally. For four years from date,
neither party without consent of the other was to produce or give leave to produce
the play by moving pictures, and after that, the rights of the parties were to be
determined by and under the original agreement as if the supplemental agreement
had not been made.



As to the duration of the defendant's rights, we agree with the courts below. We
perceive no ground for converting the defendant's undertaking to continue the play
for seventy-five performances during the season of 1913-1914, and for each
season thereatfter for five years, into a limit of the plaintiff's grant of rights. As was
said in the district court, it is a statement of the least the defendant was to do, not
of the most that he was to have. The plaintiff was secured sufficiently by the
forfeiture in case the play should not have been produced for seventy-five
performances. The provisions in both contracts as to the release for stock are
somewhat of an additional indication that it was expected that the arrangement
was to last as long as the public liked the play well enough to make it pay,
provided the defendant kept his half of the bargain performed.

On the question principally argued, we are of opinion that the majority below was
wrong. The thing granted was "the sole and exclusive license and liberty to
produce, perform and represent” the play within the territorial limits stated, subject
to the other terms of the contract.
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It may be assumed that those words might carry the right to represent the play in
moving pictures if the other terms pointed that way, but, to our mind, they are
inconsistent with any such intent. We need not discuss the abstract question
whether, in view of the fact that such a mode of representation was familiar, it was
to be expected that it should be mentioned if it was to be granted or should be
excluded if it was to be denied. Every detail shows that a representation by spoken
drama alone is provided for. The play is to be continued for seventy-five
performances for the theatrical seasons named. This applies only to the regular
stage. The royalties are adapted only to that mode of presentation. Harper Bros.
v. Klaw, 232 F. 609, 612. The play is to be presented in first-class theaters with a
competent company and with Miss Laurette Taylor in the title role, which, of
course, does not mean in moving pictures. The stipulations against alterations,
eliminations, or additions, and that the rehearsals and production of the play shall
be under the direction of the author, denote the same thing, and clearly indicate
that no other form of production is contemplated. The residuary clause, so to



speak, by which the play is to drop to stock companies shows the lowest point to
which the author was willing to let it go.

The courts below based their reasoning upon the impossibility of supposing that
the author reserved the right to destroy the value of the right granted, however that
right may be characterized, by retaining power to set up the same play in motion
pictures a few doors off with a much smaller admission fee. We agree with the
premise, but not with the conclusion. The implied assumption of the contract
seems to us to be that the play was to be produced only as a spoken drama, with
respect for the author's natural susceptibility concerning a strict adhesion to the
text. We need not amplify the argument presented below against the reservation of
the right in
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guestion. As was said by Judge Hough in a similar case:

“there is implied a negative covenant on the part of the [grantor] . . . not to use the
ungranted portion of the copyright estate to the detriment, if not the destruction, of
the licensees' estate. Admittedly, if Harper Bros. (or Klaw and Erlanger, for the
matter of that) permitted photoplays of Ben Hur to infest the country, the market for
the spoken play would be greatly impaired, if not destroyed."

Harper Bros. v. Klaw, 232 F. 609, 613. The result is that the plaintiff is entitled to
an injunction against the representation of the play in moving pictures, but upon
the terms that the plaintiff also shall abstain from presenting or authorizing the
presentation of the play in that form in Canada or the United States.

Decree reversed. Injunction to issue upon the condition that the plaintiff shall
neither represent nor authorize the representation of the play Peg O' My Heatrt in
moving pictures while the contract with the defendant remains in force.

MR. JUSTICE CLARKE dissenting.

The decision of this case involves the construction of the written contract of
January 19, 1912, as modified by that of July 20, 1914, and, centering its attention



upon the claim of the defendant to moving picture rights, the Court dismisses in a
single paragraph provisions in these contracts which seem to me to so clearly limit
the rights of the defendant to a term expiring possibly in May, 1918, but certainly
not later than May, 1919, that | cannot concur in the conclusion arrived at by my
associates.

The Court says:

"As to the duration of the defendant's rights, we agree with the courts below. We
see no ground for converting the defendant's undertaking to continue the play for
seventy-five performances during the season of 1913-1914,
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and for each season thereafter for five years, into a limit of the plaintiff's grant of
rights. As was said in the district court, it is a statement of the least that defendant
was to do, not of the most that he was to have."

This expression, that the third paragraph of the contract of January 19, 1912, "is a
statement of the least that defendant was to do, not of the most that he was to
have" is repeated in the opinion of each of the three courts as the sufficient reason
for concluding, as the district court said, that the contract gave to the defendant "all
the rights mentioned for all time." It is not the first time that a catchy phrase has
diverted attention from less picturesque realities.

My reasons for concluding that the rights of the defendant were limited, as the
court says his obligations were limited, to a term expiring not later than the close of
the theatrical season of 1918-1919, may be briefly stated.

The grant which it is concluded gave the defendant the exclusive license and
liberty to "produce, perform and represent" the play involved "for all time" is in
these words:

"First: the party of the first part hereby grants . . . to the party of the second part,
subject to the terms, conditions and limitations hereinafter expressed, the sole
and exclusive license and liberty to produce, perform and represent the said play



in the United States"
and Canada.

In terms, this is a "license," and in terms also it is subject to "conditions and
limitations" to follow in the contract, which are found in the third and fifth
paragraphs.

The third paragraph reads:

"The party of the second part [defendant] agrees to produce the play not later than
January first, 1913, and to continue said play for at least seventy-five
performances

Page 252 U. S. 329

during the season 1913-1914 and for each theatrical season thereafter for a period
of five years."

The fifth paragraph provides that, if the defendant shall fail to produce the play
seventy-five times in any one theatrical year,

“then all rights of the said party of the second part [the defendant] shall cease and
determine and shall immediately revert to the said party of the first part.”

This third paragraph expresses the agreement of the parties as to what the
defendant was to do in consideration of the grant by the plaintiff in the first
paragraph, and reading it and the fifth paragraph together as one, we have the
extreme extent and time limit of the defendant's obligation, and the penalty,
forfeiture, is provided for the failure to perform at any time within that limit. The
court says that the third paragraph expresses "the least [all] that the defendant
was to do,"” so that his obligation under the contract ended with the five-year
period, which obviously would be not later than the close of the theatrical season
of 1918-1919. This being true, when did the reciprocal obligation of the plaintiff
expire?



That the obligation of the plaintiff continued "for all time" is apparently derived
wholly from the inference, as stated by the district court, that the parties, if they
had intended otherwise, "could readily have fixed a time limit in the first paragraph
by the addition of words such as "for __ years from," or "until" a stated date."

It is very true that the parties could have written their contract in a different form,
and certainly with much more precision of statement, than that in which they did
write it, but it is also true that, in making it in their own way and terms, they granted
a general license in the first paragraph, but made it subject to the "terms,
conditions and limitations" thereinafter to be expressed, and that they then went
forward and expressed in the third paragraph the five-year limitation as we have
seen it. The

Page 252 U. S. 330

Court holds that this five-year limitation applies to the defendant's obligation to
perform, but that it does not apply to the plaintiff's license to produce. | think it
applies to both. Plainly the parties were undertaking to set down in their contract
the mutual obligations which each intended to assume -- those of the one in
consideration of those of the other. The author granted the privilege of producing
the play, and the defendant agreed to produce it for at least seventy-five
performances during each of five years. After that, the Court concludes, the
defendant was no longer bound by the contract to do anything which could
advantage the plaintiff, and therefore, clearly, the plaintiff should not continue
thereafter under obligation to the defendant unless the intention to be so bound is
unmistakably expressed in his contract. The "natural and normal" inference is that,
when the obligation of one party to such a contract as we have here is ended, it
was the intention that the obligation of the other party should end also.

The inference that the license to produce continued after the obligation to produce
expired, in my judgment, can be sustained only by neglecting the specific provision
of the first paragraph that the license granted is subject to the limitations which
should follow, and which did follow, in the third paragraph. It involves imposing, by
judicial construction, heavy and unusual burdens upon the author of a successful



dramatic composition in the interest of a commercial producer -- a result which
courts should not strain themselves to accomplish.

A penalty of forfeiture being provided for failure of the defendant to perform at any
time, | cannot see any substantial reason for inserting the five-year limitation
except to fix a limit for the expiration of all rights of both parties, and this, it seems
to me, was its only function.

The provision in the first contract that, if the play should fail "in New York and on
the road," and in the
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second that, if the net profits for "one theatrical season" should be less than
$2,000, the play should be "released for stock™ and the royalties divided equally
between the parties, would have ample scope for the application within the five-
year period, and therefore cannot properly be made the basis for the implied
continuance of the license beyond that term.

For the reasons thus briefly stated, | think that the parties expressed with sufficient
clearness their intention that their mutual relations should all terminate with the
expiration of the five-year period, and therefore | dissent from the opinion of the
court.

MR. JUSTICE PITNEY concurs in this opinion.
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