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L INTRODUCTION

On September 21, 2009, plaintiffs G. Alexander Hill (“Sandy Hill”), Jo Ann Hill
(“JoAnn Hill”), and Richard Stowell (“Stowell”) filed suit against defendants National
Association of Flight Instructors, Inc. (“NAFI”), and Does | through 10 inclusive,
alleging claims for: (1) infringement of the copyrights to the Master Instructor Program
in violation of the Copyright Act, 17 U.S.C. § 101, et seq.; (2) infringement of the
copyrights to the Aerobatic Module and the Aerobatic Instructor Designation Program in
violation of the Copyright Act, 17 U.S.C. § 101, et seq.; (3) unfair competition in
violation of the Lanham Act § 43(a), 15 U.S.C. § 1125(a); (4) false advertising in
violation of California Business and Professions Code §§ 17500 and 17535; (5) unfair
business practices in violation of California Business and Professions Code §§ 17200;
and (6) declaratory judgment.

On October 14, 2009, plaintiffs filed the instant motion for a preliminary
injunction seeking to (1) enjoin defendant NAFI from copying, reproducing, distributing,
or displaying the Master Instructor Program and any derivative works based upon the
Master Instructor Program, including material posted on NAFI’s website; (2) impound
and turn over to plaintiffs all infringing materials including the Master Instructor
Program material posted on NAFI’s website; and (3) direct NAFI within thirty days after
service of the injunction to report in writing, under oath, the manner and form in which
NAFI has complied with the injunctions and orders previously described. Mot. at 24-25.
On November 9, 2009, NAFI filed its opposition. On November 16, 2009, plaintiffs

filed their reply. Plaintiffs’ motion is presently before the Court.
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II. BACKGROUND

Plaintiffs, FAA certified flight instructors, allege that they own intellectual
property comprised of flight instructor accreditation programs which are entitled the
“Master Instructor Program” (“the Program”) and the “Aerobatic Instructor Designation
Program” (the “Aerobatic Program”). Compl. 5. Plaintiffs Sandy Hill and JoAnn Hill
(“the Hills”) allege that they co-authored the Program between 1995 and 1997, and then
revised, supplemented, and administered the Program from 1997 through 2009. Compl.
19 5-6, 12. Plaintiffs allege that the Program is an original literary work consisting of
“an overall program description, a description of eligibility requirements, a description
of various activities that are eligible for credit toward program completion and the
amount of credit that may be earned for each activity, a description of the requirements
for program completion, a description of the benefits associated with program
completion, an activity completion form, and a biographical data worksheet.” Compl. §
12. During the time that plaintiffs authored and administered the Program, plaintiffs
were board members of NAFI, and the Program was offered solely through NAFI to its
members on its website. Compl. § 12; Elliott Decl. Plaintiffs allege that since the
Program was developed, NAFI advertised and promoted the Program and accepted
payment for the Program through its website. Compl. § 12. Plaintiffs allege that in
2001, Stowell authored the Aerobatics Module to the Program and in 2006, Stowell
authored the Aerobatic Program. Compl. q 7, 18-19.

Up until February 2009, plaintiffs allege that they granted a royalty-free license of
the Program and the Aerobatic Program to NAFL. Compl. 49 25, 30. On January 20,
2009, however, the Hills were removed from NAFI’s board of directors. Mot. at 6.
Plaintiffs assert that removing the Hill’s from NAFI’s board drew harsh criticism from
both NAFI members and directors. Mot. at 6. Plaintiffs allege that subsequently, in
February 2009, plaintiffs revoked the license, but that NAFI has refused to cease its
usage and instead continues to post the Program and the Aerobatic Program on its
website. Compl. § 25, 30-33. Later in February 2009, the Hills established their own
business, Master Instructors LLC, for the purpose of offering the Program independently

of NAFIL. Mot. at 6. In May 2009, the Hills obtained a copyright registration for the
Program. Opp’n at 14.
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HI. LEGAL STANDARD

“A preliminary injunction is not a preliminary adjudication on the merits: it is an
equitable device for preserving the status quo and preventing the irreparable loss of
rights before judgment.” Textile Unlimited v. A.BMH and Co., 240 F.3d 781, 786 (9th
Cir. 2001). The Ninth Circuit summarized the Supreme Court’s recent clarification of
the standard for granting preliminary injunctions in Winter v. Natural Resources Defense
Council, 129 S. Ct. 365 (2008), as follows: “[a] plaintiff seeking a preliminary injunction
must establish that he is likely to succeed on the merits, that he is likely to suffer
irreparable harm in the absence of preliminary relief, that the balance of equities tips in
his favor, and that an injunction is in the public interest.” American Trucking

Associations, Inc. v. City of Los Angeles, 559 F.3d 1046, 1052 (Sth Cir. 2009).
1V. DISCUSSION

Plaintiffs argue that the Court should issue a preliminary injunction because they
are likely to succeed on the merits of their copyright infringement claims.! Mot. at 14.
Plaintiffs argue that the Hills are the authors—and therefore the owners—of the
Program, because they conceived of the idea and reduced their idea to a tangible form of
expression using their home computers. Id. (citing Community for Creative Non-
Violence v. Reid, 490 U.S. 730, 737 (1989) (finding that for copyright purposes, the
author is the person “who actually creates the work, that is, the person who translates an
idea into a fixed, tangible expression entitled to copyright protection.”)).

Plaintiffs assert that the Program was not a work for hire that is owned by NAFI,

' To make the required showing of a likelihood of success on the merits, a plaintiff
must prove (1) ownership of the copyrights and (2) copying of an expression protected
by those copyrights. Johnson Controls, Inc. v. Phoenix Control Sys., Inc., 886 F.2d
1173, 1175 (9th Cir. 1989). Given that direct evidence of copying is rarely available, a
plaintiff may establish copying by circumstantial evidence of: (1) defendant’s access to
the copyrighted work prior to the creation of defendant’s work, and (2) substantial
similarity of both general ideas and expression between the copyrighted work and the
defendant’s work. Baxter v. MCA, Inc., 812 F.2d 421, 423 (9th Cir. 1987). Absent
evidence of access, a “striking similarity” between the works may give rise to a

permissible inference of copying. Id.
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because it does not fit into either of the statutory definitions listed in 17 U.S.C. § 101.
Id. at 15. 17 U.S.C. § 101 defines “work made for hire” as “(1) a work prepared by an
employee within the scope of his or her duties” or “(2) a work specially ordered or
commissioned . . . if the parties expressly agree in a written instrument signed by them
that the work shall be considered a work made for hire.” Plaintiffs argue that subsection
(2) is inapplicable because there was no written agreement signed by the parties
providing that the Program was a work made for hire. Id. Plaintiffs argue that
subsection (1) is inapplicable because the Hills were never hired by NAFI, and instead
were merely volunteer members of NAFI’s board. Id. at 15-16. Furthermore, plaintiffs
assert that the Hills never received employee benefits from NAFI, they were never
treated as employees for tax or other purposes, they were under no obligation to create
the Program, the idea and decision to create the Program was entirely theirs and NAFI
had no right to require it of them as volunteer directors, they created the Program on
their own time at home, and NAFI did not supervise or control the creation of the
Program.” Id. at 16 (citing Reid, 490 U.S. at 751-52). Plaintiffs further assert that the
Hills’ decision to create the Program and allow NAFI to sponsor and offer it to its
members was made with the understanding that the Hills would effectively control the
Program by being placed in charge of it, reviewing the applications, and continuing to
create program content as time progressed. Id. at 16-17. Moreover, plaintiffs argue that
they never transferred ownership of the Program to NAFI, because ownership of
copyrights can only be transferred by a written instrument signed by the owner and
parties cannot waive this requirement. Id. at 17-18 (citing 17 U.S.C. § 204(a); Asset
Marketing Systems, Inc. v. Gagnon, 542 F.3d 748, 754 (9th Cir. 2008)).

Plaintiffs contend that NAFI has directly copied its work. Id. at 18. Plaintiffs

* “In determining whether a hired party is an employee under the general common
law of agency, we consider the hiring party’s right to control the manner and the means
by which the product is accomplished. Among the other factors relevant to this inquiry
are the skill required; the source of the instrumentalities and tools; the location of the
work; the duration of the relationship between the parties; whether the hiring party has
the right to assign additional projects to the hired party; the extent of the hired party’s
discretion over when and how long to work; the method of payment; the hired party’s
role in hiring and paying assistants; whether the work is part of the regular business of

the hiring party; the provision of employee benefits; and the tax treatment of the hired
party.” Reid, 490 U.S. at 751-52.
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assert that NAFT had access to the copyrighted work and that NAFI directly copied it by
simply continuing to display the Program on its website, making it available for
download, and distributing it by mail after the Hills revoked NAFI’s implied license on
February 3, 2009. Id. (citing Funky Films, Inc. v, Time Warner Entertainment Co., 462
F.3d 1072, 1076 (9th Cir. 2006)). Plaintiffs assert that while NAFI rearranged certain
parts of the program and made some additions to it, NAFI’s website continues to contain
substantial portions of the program copied verbatim, and other material that is
substantially similar. Id.

Plaintiffs argue that at best, NAFI had a nonexclusive license, which may be
granted orally or implied from the conduct of the parties. Id. at 20 (citing Effects
Associates, Inc. v. Cohen, 908 F.2d 555, 558 (9th Cir. 1990)). Plaintiffs further argue
that there was nothing in the conduct or words of the parties that specified any duration
for the implied license, and that under California contract law, agreements of non-
specified duration are terminable at the will of either party. Id. at 21 (citing Rano v. Sipa
Press, Inc., 987 F.2d 580, 585 (9th Cir. 1993)). Thus, plaintiffs contend that they had the
right to terminate NAFI’s implied license in the manner in which they did, and that a
licensee’s continued use of copyrighted material after the termination of its license to do
$0 is a clear violation of the author’s copyrights. Id. at 22 (citing LGS Architects, Inc. v.
Concordia Homes of Nevada, 434 F.3d 1150, 1156 (9th Cir. 2006)). Plaintiffs argue that
because NAFI is engaged in an on-going violation of the Hill’s copyright, they have
established a high likelihood of success on the merits of their copyright infringement
claim for relief. Id.

Plaintiffs further argue that the Hills will suffer irreparable injury in the absence of
preliminary injunctive relief, because of the damage to their good will and reputation, as
well as the loss of an unknowable number of past and potentially future customers for
their accreditation service. Id. at 22-23 (citing Ticketmaster L.I... v. RMG Technologies,
Inc., 507 F. Supp. 2d 1096 (C.D. Cal. 2008); Stuhlbarg Intern. Sales Co., Inc. v. John D.
Brush & Co., Inc., 240 F.3d 832, 841 (9th Cir. 2001) (“Evidence of threatened loss of
prospective customers or good will certainly supports a finding of the possibility of
irreparable harm.”)).

Plaintiffs contend that the balance of hardships tips in their favor. Id. at 23.
Plaintiffs assert that NAFI is a large organization with many members and that it offers
diverse goods and services, including holding events, providing flight instructor
directories, brokering liability insurance associated with flight instruction, providing
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news to members, providing a forum for communication and political lobbying,
providing job opportunities to members, and providing awards. Id. Plaintiffs argue that
the Hills, on the other hand, are retired school teachers who operate a small business,
Master Instructors LLC, the sole purpose of which is to offer, promote, and administrate
the Program. Id.

Plaintiffs further contend that when the reach of an injunction is narrow, limited
only to the parties, and has no impact on non-parties, the public interest will be “at most
a neutral factor in the analysis.” Id. (citing Bernhardt v. Los Angeles County, 339 F.3d
920, 931 (9th Cir. 2003)). Plaintiffs further contend that here “[a] preliminary injunction
enjoining copyright infringement serves the public interest by furthering the goals of
individual effort and fair competition.” Id. at 24 (quoting E.F. Johnson Co. v. Uniden
Corp. of America, 623 F. Supp. 1485, 1491 (D. Minn. 1985)). Plaintiff argues that the
clarification of an injunction will likely provide a broader benefit to the aviation
instructor community. Id.

NAFI responds that plaintiff cannot demonstrate irreparable harm, because if
infringement is found here, there is an adequate remedy at law. Opp’n at 11 (citing
Metro-Goldwyn Mayer Studios, Inc. v. Grokster, 518 F. Supp. 2d 1197, 1210 (C.D. Cal.
2007)). NAFI argues that plaintiffs’ claim that the reputation, quality, and integrity of
the program is at stake is erroneous, because defendant has offered the Program since
1997, and plaintiffs by their very motion contend that NAFI is offering essentially the
same program that plaintiffs claim to own. Id. NAFI further argues that because it owns
the Program, plaintiffs are in fact damaging the goodwill of NAFI by starting a
competing business and claiming to own the rights to the Program. Id. NAFI asserts
that any economic value of the Program being damaged can later be remedied by a
money damages award. Id. NAFI further asserts that Sandy Hill’s declaration sets forth
the precise amount of damages at issue, because while working for NAFI, the Hills
generated a monthly income from NAFI of $1,162 for processing an average of 11.2
applications, but that now the number of applications has dropped to an average of 3.9
per month, the Hills generate an income of $441 a month. Id. at 11-12. NAFI argues
that another factor that defeats plaintiffs’ claim of irreparable injury is their delay in
requesting the instant relief. Id. (citing Qakland Tribune Inc. v. The Chronicle
Publishing Co., Inc., 762 Fd 1374, 1377 (9th Cir. 1985) (“Plaintiff’s long delay before
seeking a preliminary injunction implies a lack of urgency and irreparable harm.”)).
NAFI asserts that the Hills were notified in the Fall of 2008 that they were not going to
be reelected to NAFI’s board of directors, yet almost a year passed before they filed their
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motion for injunctive relief. Id. at 13.

NAFI further argues that plaintiff cannot show a clear likelihood of success on the
merits. Id. First, NAFI argues that the Hills are not entitled to a presumption of
copyright validity, because they did not apply for a copyright registration until May
2009, twelve years after the first publication of the Program. Id. at 13-14 (citing Lanard
Toys Limited v. Novelty, Inc., 2007 WL 2439505, at *6-7 (C.D. Cal. 2005) (“In any
judicial proceedings the certificate of a registration made before or within five years after
first publication of the work shall constitute prima facie evidence of the validity of the
copyright and of the facts stated in the certificate. The evidentiary weight to be accorded
the certificate of a registration made thereafter shall be within the discretion of the
court.””)). NAFI argues that its Executive Director, board members, and other members
assisted in the creation and development of the Program, the development of the
Program was continually discussed at board meetings which included the Hills and
eleven other members, NAFI had final say as to what was included in the Program, the
Hills utilized NAFT’s resources when working on the program, NAFI printed the
packages that were sent to applicants for the Program, and all applications were
submitted to NAFI at its office in Wisconsin. Id. at 14-15 (citing Elliott Decl.). NAFI
further asserts that any claim of ownership by Stowell should be disregarded, because
the aerobatics portion of the Program was created by Dave Lammers, another NAFI
member, and not Stowell. Id. at 15.

Second, NAFI argues that at all times during the creation of the Program, the Hills
were members of NAFI’s board of directors, and as directors they cannot claim
ownership of intellectual property created on behalf of NAFI. Id. at 16 (citing Robinson
v. R&R Publishing Inc., 943 F. Supp. 18, 21 (D.D.C. 1996) (“It is fundamental that
officers and directors of a corporation occupy a fiduciary relationship to the corporation
and its stockholders and must act in utmost good faith in managing corporate affairs. A
corporate fiduciary’s duty of loyalty to the corporation undergirds the ‘corporate
opportunity doctrine.’”’)). NAFI argues that plaintiffs are not entitled to ownership as an
author under the Copyright Act, because they knew “that [their] work product was to be
owned by the corporation and not by any individual.” Id. at 17 (citing Robinson, 943 F.
Supp. at 21 (holding that a plaintiff who created the subject work while she was a
fiduciary of a corporation, the work was published by the corporation under its name,
and the relationship between plaintiff and corporation deteriorated, was not entitled to
ownership as an author under the Copyright Act)).
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