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I.

INTRODUCTION

During the survey period, dramatic and overdue changes have occurred
in Georgia intellectual property law. These far-reaching developments are
largely the result of state and federal legislation redefining the scope of
protection for trade secrets, restrictive covenants, computer crimes, and
trademarks.'
The period from 1988 to the present has been a transitional time for
Georgia intellectual property law. Major new technologies developed during the 1980s, and by the end of the decade the judicial and legislative
branches on both state and federal levels began to respond to these technological innovations. Legislative refinements will continue in the area of
intellectual property law, and the Georgia courts (like the judiciary in
other states) will undoubtedly continue to struggle with the application of
these new laws to the ever-changing field of technology.
This Article covers legal developments during a period of significant
change in the protection of intellectual property, leaving many legal quest This Article is dedicated to the memory of Michael Gruber.
* Partner in the firm of Morris, Manning & Martin, Atlanta, Georgia. Duke University
(B.A., 1978; J.D., 1981). Member, State Bar of Georgia.
** Associate in the firm of Morris, Manning & Martin, Atlanta, Georgia. Stetson University (B.A., 1977); Emory University (J.D., 1984). Member, State Bar of Georgia.
1. The prolific growth of intellectual property legislation is highlighted by the following
major developments: Trademark Law Revision Act of 1988, Pub. L. No. 100-667, 102 Stat.
3935 (codified as amended in scattered sections of 15 U.S.C.); Berne Convention Implementation Act of 1988, Pub. L. No. 100-568, 102 Stat. 2853 (codified as amended in scattered
sections of 17 U.S.C.); Georgia Trade Secrets Act of 1990, 1990 Ga. Laws 1560 (codified at
O.C.G.A. §§ 10-1-760 to -767 (Supp. 1990)); Act approved Apr. 12, 1990, No. 1377, 1990 Ga.
Laws 1676 (codified at O.C.G.A. §§ 13-8-2 to -2.1 (Supp. 1990)); Act approved Mar. 13, 1990,
No. 751, 1990 Ga. Laws 164 (codified at O.C.G.A. § 10-1-510 (Supp. 1990)); and Georgia
Computer Systems Protection Act, 1981 Ga. Laws 947 (codified as amended at O.C.G.A. §§
16-9-90 to -95 (1988 & Supp. 1990)).
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tions unanswered. This Article seeks to review recent Georgia and federal
.court decisions as well as new laws that relate to the protection of intellectual property. In some instances, the discussion focuses on significant'
court decisions from other jurisdictions involving Georgia companies, and
constituting the genesis of new technology law. In other instances, the
review is of recent court decisions as theyrelate to trends which are expected to shape the future of intellectual property protection in Georgia
and throughout the country.
This Article is divided in the following sections: (1) Recent History of
Intellectual Property Developments; (2) Trade Secrets; (3) Trademarks
and Unfair Competition; (4) Restrictive Covenants and Employment Issues; (5) Copyright and Fine Art; (6) Computer Crime; and, (7) Future
Trends. Driven by the explosive growth of technology, the protection of
intellectual property in the 1990s will undoubtedly prove to be one of the
most dynamic and controversial areas of the law. The state legislature
and the United States Congress are considering numerous bills which will
affect intellectual property. This area of the law, therefore, requires careful monitoring of legislative developments. This Article is intended to
provide a foundation for the reader so that he may appreciate the current
state of the law on which such future developments in intellectual property law will be premised.
I.

RECENT HISTORY OF INTELLECTUAL PROPERTY' DEVELOPMENTS

Recent legal developments in intellectual property protection have paralleled the growth of emerging technologies in the computer hardware,
software, semiconductor, and biotechnology fields. In Georgia, intellectual
property law has been affected largely by developments of local companies in emerging technology areas.'
2. Georgia has become a leader in technology development throughout the country, centering around a growing network of academic resources and state provided services. Georgia
is the headquarters for several of the leading computer companies in the country such as:
Digital Communications Associates, Inc. (supplier of microcomputer peripheral products),
Hayes Microcomputer Products (manufacturer and distributor of modems and peripheral
telecommunication products), Gerber Alley (provider of hospital information systems and
manufacturing software), Contel (major independent telephone company; merger pending
with GTE), Scientific Atlanta (provider of satellite communications products), American
Software (provider of software applications for minicomputer and mainframe purposes),
HBO & Co. (provider of medical and health care software), Samna Corp. (developer of word
processing software), and Peachtree Software (developer of accounting software for
microcomputers). Much of the technology development in Georgia has emanated from graduates of our educational institutions, namely the Georgia Institute of Technology, University of Georgia, and Mercer University. Georgia supports technology growth through the
Advanced Development Technology Center, a non-profit technology incubator providing
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Computer software development is the major impetus for technology
growth in Georgia and has prompted changes in intellectual property law.
Unlike other technologies, such as semiconductors or supercomputers,
software development requires limited initial capital and presents fewer
barriers to entry than other entrepreneurial pursuits. In the early 1980s,
only a relative handful of software companies existed in Georgia. By the
end of this decade, software businesses will number in the thousands,
ranging from successful market leaders 3 to cottage enterprises which began in a basement or a garage.4
The Georgia Legislature has been slow to expand the protection of intellectual property rights in response to the state's technological growth.
In its last session, however, Georgia lawmakers enacted significant legislation in this area.' To date, these legislative actions have largely followed
the pattern of laws previously enacted in other states that have been
more attentive to developments in technology law. It is hoped that future
legislative sessions will expand the current trend toward resolving issues
in the protection of intellectual property and the promotion of entrepreneurial ventures in the state.'
The "bundle of rights" which constitutes intellectual property derives
from several distinct but interrelated areas of law. Since the creation and
protection of intellectual property is founded in both the United States

services to entrepreneurs who establish business operations. Mercer University and Emory
University have established similar incubator facilities,
3. Georgia software companies are already market leaders in such areas as computer
communications (Digital Communications Associates), hospital information and management systems (Gerber Alley and HBO), modems (Hayes Microcomputer Products),
microcomputer accounting software (Peachtree Software), and microcomputer word processing software (Samna Corporation).
4. There are no accurate figures as to the growth of software development in the state.
However, the Southeastern Software Association ("SSA"), an Atlanta-based non-profit
trade group composed of software developers, has seen its membership swell from two dozen
in the early 1980s to over four hundred in 1990. The SSA is itself evidence of the growing
interest in computer software in Georgia. The organization, which was founded by one of
the co-authors of this Article, is a regional trade association which addresses the needs and
interests of the software community throughout the state.
5. See supra note 1.
6. The proposed Technology Venture Fund ("the Fund"), a source of venture capital to
be made available to entrepreneurial companies in the state was a step in this direction.
Despite the approval by Georgia voters for the establishment of the Fund, the legislature
killed the proposal when it refused to allocate monies for the venture capital pool. In the
defense of the legislature, certain technology leaders vehemently opposed the funding and
contended the Fund was an intrusion by the government into the private financing of entrepreneurial ventures.
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Constitution 7 and state law,8 a comprehensive review must include both
federal and state developments. This survey addresses the following areas
of legal development on the federal level.
Copyright. The United States Copyright Act' protects the expression
of an idea, but not the idea itself. As discussed below, a major computerlaw copyright case decided in a federal district court in Georgia has had a
significant impact on the protection of intellectual property, especially in
the computer software field. 10 Even though copyright law is the exclusive
domain of federal law as enumerated by the United States Congress and
the federal courts, the Georgia General Assembly has recently legislated
in this area in an effort to protect works of fine art."
Trademarks and Unfair Competition. An integral part of marketing and distributing products, particularly technology-based goods, is the
protection of trademarks, service marks, and trade names. Unfair competition laws are valuable in protecting against false and misleading advertising. Significant state and federal judicial decisions and newly enacted
statutes should prove helpful to companies in protecting intellectual
property rights in names and slogans associated with new technologies
and products.' 2 On the state level, several legal causes of action are available to entrepreneurial businesses to protect intellectual property and
emerging technologies.
Trade Secrets. The adoption of the Georgia Trade Secrets Act of
1990,1" effective July 1, 1990, changes the legal environment of the protection of trade secrets and confidential information in our state. There are,
however, significant unanswered questions regarding the scope of legal

7. U.S. CONST. art I, § 8, cl. 8. This Article does not cover patent developments, which
are exclusively within the province of the federal courts, and are consequently beyond the
scope of this Article.
8.

See, e.g., supra note 1.

9. An Act for the General Revision of the Copyright Law, Title 17 of the United States
Code, Pub. L. No. 94-553, 90 Stat. 2541 (1976) (codified as amended at 17 U.S.C. §§ 101-914
(1988)).
10. See Digital Communications Assocs. v. Softklone Distrib. Corp., 659 F. Supp. 449
(N.D. Ga. 1987); see also infra text accompanying notes 234-42.
11. Act approved Mar. 13, 1990, No. 751, 1990 Ga. Laws 164 (codified at O.C.G.A. § 101-510 (Supp. 1990)). See infra text accompanying notes 243-65.
12.

See infra text accompanying notes 91-152.

13. 1990 Ga. Laws 1560 (codified at O.C.G.A. §§ 10-1-760 to -767 (Supp. 1990)). See
infra text accompanying notes 18-90.
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protection for intellectual property which does not rise to the level of a
trade secret.
Restrictive Covenants. Businesses have long used restrictive covenants as an indirect method of protecting intellectual property and to
assure that the creator, inventor, or owner of a new technology or "know
how" retains a competitive edge. This area of the law is dramatically altered with the adoption of the new Georgia Restrictive Covenant Act. 4
Because the Georgia Restrictive Covenant Act increases the likelihood
that the courts will enforce noncompetition, nonsolicitation, and no-hire
covenants, businesses will no doubt frequently use restrictive covenants
as'a part of an overall program for protecting intellectual property.
Fiduciary Duty. In an attempt to preclude unfair competition and
the unlawful transfer of intellectual properties, companies have asserted
breach of fiduciary duty as a basis to pursue former employees who terminate employment to establish competitive ventures. Several recent Georgia cases' discuss the scope of this duty and provide guidance to restrictions on employee mobility.
Computer Crime. On the criminal law front, the Georgia Computer
Systems Protection Act' 6 has provided additional protection for intellectual property, especially data stored in computer systems located within
the state. A surprising number of the major computer crime investigations occurred in Georgia and involved so-called "computer hackers" who
were instigating their operations from within the state. An analysis of
these criminal acts and recent indictments demonstrates the value of
such laws in protecting intellectual property.
Future Trends. After analyzing this broad range of legal protections
for intellectual property, this survey concludes with a discussion of possible future judicial and legislative trends. 7 The predictions are based on
perceived deficiencies in existing law and the problems other states have
incurred in applying new legal principles to novel technological developm~nts. Undoubtedly, there will continue to be substantial developments
in the law of intellectual property as the courts begin applying these new
laws and judicial interpretations to the changing environment of business
and technology.
14. Act approved Apr. 12, 1990, No. 1377, 1990 Ga. Laws 1676 (codified at O.C.G.A. §
13-8-2.1 (Supp. 1990)). See infra text accompanying notes 153-211.
15. See infra text accompanying notes 212-28.
16. 1981 Ga. Laws 947 (codified as amended at O.C.G.A. §§ 16-9-90 to -95 (1988 & Supp.
1990)). See infra text accompanying notes 267-89.
17. See infra text accompanying notes 290-305.
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TRADE SECRETS

In the past two years, Georgia has enacted statutes which directly affect the protection of trade secrets. In 1989 the general assembly passed
legislation which included a definition of "trade secret" and sought to
control contractual and other rights relating to trade secrets. 18 In 1990
the general assembly enacted a modified version of the Uniform Trade
Secrets Act,1 which the National Commissioners on Uniform State Laws
had adopted in 1979 and amended in 1985.20 This section examines those
statutory enactments after a brief review of the common law in Georgia
relating to the protection of trade secrets.
A.

The Common Law Background

Georgia law has "long recognized. . . a property right in the product of
one's mental labors,"2 1 and has provided equitable relief for wrongful appropriation of unpatented or unpatentable products or ideas.2 2 In certain
instances, the courts based relief for misappropriation upon the existence
of an implied contract, 3 while in other cases, usually in the context of an
employment relationship, the focus was on the existence of a confidential
relationship.2 '
While Georgia courts have recognized and protected proprietary rights
in intellectual products and ideas,2 the cases reveal several unique aspects that distinguish Georgia law from the law in other jurisdictions.
One of the most confusing aspects of Georgia law is the distinction between the categories of "trade secrets" and "confidential information."
The courts determined the protection afforded sensitive information and
the prerequisites to receiving that protection principally by deciding
which category was applicable to the particular material that the party

18. Act approved Apr. 3, 1989, No. 468, 1989 Ga. Laws 569 (codified as amended at
O.C.G.A. § 10-1-760 (1989)) (repealed 1990).
19. UNIF. TRADE SECRETS ACT, 14 U.L.A. 438 (1990) [hereinafter UTSA].
20. Georgia Trade Secrets Act of 1990, 1990 Ga. Laws 1560 (codified at O.C.G.A. §§ 101-760 to -767 (1990)).
21. Monumental Properties of Ga., Inc. v. Frontier Disposal, Inc., 159 Ga. App. 35, 37,
282 S.E.2d 660, 663 (1981).
22. See 159 Ga. App. at 38, 282 S.E.2d at 664; Alexis, Inc. v. Werbell, 209 Ga. 665, 668,'
75 S.E.2d 168, 171 (1953); Walker v. Berger, 148 Ga. 326, 331-32, 96 S.E. 627, 627 (1918);
Stewart v. Hook, 118 Ga. 445, 446-47, 45 S.E. 369, 370 (1903).
23. See 159 Ga. App. at 38, 282 S.E.2d at 664.
24. See Thomas v. Best Mfg. Corp., 234 Ga. 787, 218 S.E.2d 68 (1975).
25. See, e.g., Durham v. Stand-By Labor, 230 Ga. 558, 198 SIE.2d 145 (1973).
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was seeking to protect.26 Generally, trade secrets were entitled to protection so long as competitors failed to duplicate them by legitimate
means,2 7 while protection for confidential information required an enforceable contractual or confidential relationship.28 Decisions applying
this distinction have been less than clear on the criteria used to make the
classification.
Prior to the recent statutory enactments regarding trade secrets, Georgia and a small minority of states applied a very narrow definition of
trade secrets as set forth in Corpus Juris Secundum.30 That definition
contained an underinclusive list of technical material and seemed to require near absolute secrecy as a condition of protection.3 1 Georgia courts
never adopted the often-cited definition of trade secrets set forth in § 757
of the Restatement of Torts.3 2 The Georgia Supreme Court expressly declined to adopt the Restatement definition, characterizing it as "a broader
definition of trade secret than has been adopted in Georgia.""
A minority of courts in other states apply a distinct "novelty" standard
which a trade secret must meet in order to be judicially protected.3 ' Several Georgia cases have referenced such a requirement when dealing with
a claim for misappropriation of an idea or concept.30 It is unclear whether
26. Id. at 564-65, 198 S.E.2d at 149-50; see also Quittmeyer, Trade Secrets and Confidential Information Under Georgia Law, 19 GA. L. REV. 623, 645-70 (1985) [hereinafter
Trade Secrets].
27. See 234 Ga. at 789, 218 S.E.2d at 71.
28. See 230 Ga. at 563, 198 S.E.2d at 149.
29. Since protection for confidential information often involves contracts containing restrictive covenants regarding nondisclosure and limited use, many of the cases in this area
focus on the equally confusing body of Georgia case law dealing with the enforceability of
restrictive covenants.
30. 43A C.J.S. Injunctions § 151a, at 283-84. "A trade secret, within the rules pertaining
to the rights which may be protected by injunction, is ...a plan, process, tool, mechanism,
or compound, known only to its owner and those of his employees to whom it must be
confided in order to apply it to the uses intended." Id.
31. See Trade Secrets, supra note 26, at 651.
32. RESTATEMENT or ToRTs, § 757 comment b (1939). "A trade secret may consist of any
formula, pattern, device or compilation of information which is used in one's business, and
which gives him an opportunity to obtain an advantage over competitors who do not know
or use it. It may be a formula for a chemical compound, a process of manufacturing, treating
or preserving materials, a pattern for a machine or other device, or a list of customers." Id.
33. Textile Rubber & Chem. Co. v. Shook, 243 Ga. 587, 590, 255 S.E.2d 705, 707-08
(1979). Two Fifth Circuit decisions involving Georgia trade secret law adopted the Restatement definition. University Computing Co. v. Lykes-Youngstown Corp., 504 F.2d 518, 53435, (5th Cir. 1974); Water Servs., Inc. v. Tesco Chems., Inc., 410 F.2d 163, 171 (5th Cir.
1969). Textile Rubber expressly cited and rejected the opinion in Water Services and made
no reference to University Computing.
34. See, e.g., Faris v. Enberg, 97 Cal. App. 3d 309, 158 Cal. Rptr. 704 (1979).
35. Jones v. Turner Broadcasting Sys., 193 Ga. App. 768, 769, 389 S.E.2d 9, 11 (1989)
(quoting Morton B. Katz & Assocs. v. Arnold, 175 Ga. App. 278, 280, 333 S.E.2d 115, 117
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those cases are trade secret cases in the traditional sense, or are more
appropriately classified as "protection of idea" cases and subject to a different rule of law.
In considering a claim for wrongful appropriation of an idea, one Georgia court discussed the novelty requirement and referred to cases addressing protection of trade secrets as "particularly helpful in defining the requirement of novelty since virtually the same requirement has been
imposed in order to prove the existence of a trade secret."3 This characterization suggests that protection-of-idea cases are distinct and separate
from trade secret cases, and even though the decision referenced a novelty requirement in trade secret cases, it cited no Georgia decisions for
such a proposition

37

It is against this backdrop of outdated definitions and confusing case
law that the Georgia General Assembly considered and adopted statutes
to protect trade secrets in 1989 and 1990. As discussed below, these new
statutes serve to resolve some of the ambiguity in the common law, and at
the same time create new 'questions for the courts to consider in actions
for protection of trade secrets.
B. The 1989 Trade Secret Act
In 1989 the Georgia General Assembly considered and subsequently
passed an act which provided a new definition of trade secret.3 8 The gen(1985)), cert. denied, 111 S. Ct. 56 (1990); Wilson v. Barton & Ludwig, 163 Ga. App. 721,

723, 296 S.E.2d 74, 77 (1982).
36. Wilson v. Barton & Ludwig, 163 Ga. App. 721, 723, 296 S.E.2d 74, 77 (1982).
37. Id. at 721-27, 296 S.E.2d at 74-80. However, in Water Servs., Inc. v. Tesco Chems.,
Inc., 410 F.2d 163, 172 (5th Cir. 1969), the court made an "Erie guess" that a Georgia court
would follow the majority view and not require novelty. But see supra note 33.
38. Act approved Apr. 3, 1989, No. 468, 1989 Ga. Laws 569 (codified as amended at
O.C.G.A. § 10-1-760 (1989) (repealed 1990). This Act, House Bill 252, provided as follows:
SEcTIoN 1. Chapter 1 of Title 10 of the Official Code of Georgia Annotated,
relating to selling and other trade practices, is amended by adding at the end
thereof a new Article 26 to read as follows:
"Article 26"
10-1-740.. (a) A trade secret means information including, but not limited to,
technical or nontechnical data, a formula pattern, compilations, program, device,
method, technique, drawing, process, financial data, or list of actual or potential
customers or suppliers which:
(1) Derives economic value, actual or potential, from not being generally
known to other persons who can obtain economic value from its disclosure
or use; and
(2) Is the subject of efforts that are reasonable under the circumstances
to maintain its secrecy or confidentiality.
(b) Any contractual rights or other rights independent of contract relating to
trade secrets shall be construed according to the definition provided by subsection
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eral assembly modeled that definition after the trade secret definition set
forth in the Uniform Trade Secrets Act ("UTSA"), a0 which is broader
than the definition applied under Georgia common law. The new definition focused on economically valuable information held in relative secrecy
and provided an illustrative list that included nontechnical business
information."0
In contrast to earlier case law," the new statute recognized customer
lists as a category of information protected as a trade secret. 2 It also departed from the Corpus Juris Secundum definition adopted by the Georgia courts, which seemed to require near absolute secrecy, and followed
the majority position which requires only relative secrecy.
The 1989 statute also contained a curious provision regarding contract
rights relating to trade secrets. Subsection (b) directed that any contractual rights relating to trade secrets shall be construed according to the
definition provided in the statute.'3 Unlike the new definition for trade
secret, this provision did not originate with the UTSA or any modification of the UTSA adopted by other states. 4 A plain reading of the language suggests that the Georgia General Assembly intended to deny private -parties freedom of contract when dealing with information falling
within the new definition of trade secret. The effect of this provision is
(a) of this Code section, except that such definition shall have no applicability to
Code Section 16-8-13, relating to criminal offenses involving theft of trade secrets.
(c) No rights under this Code section shall be abrogated as a result of access to
a trade secret by nonauthorized persons or as a result of an inadvertent disclosure.
Id. House Bill 252 originally contained a definition for trade secret based on the Restatement definition. See supra note 32. A substitute bill was offered which contained a modified
version of the definition for trade secret set forth in the Uniform Trade Secrets Act. See
infra note 39.
39. UTSA § 1(4), 14 U.L.A. 438 (1990).
40. 1989 Ga. Laws at 570 (codified as amended at O.C.G.A. § 10-1-760(a) (1989)) (repealed 1990).
41. See American Photocopy Equip. Co. v. Henderson, 250 Ga. 114, 296 S.E.2d 573
(1982) (customer lists are not trade secrets); Vendo Co. v, Long, 213 Ga. 774, 102 S.E.2d 173
(1958) (customers are not trade secrets).
42. 1989 Ga. Laws at 570 (codified as amended at O.C.G.A. § 10-1-760(a) (1989)) (repealed 1990).
43. Id. (codified as amended at O.C.G.A. § 10-1-760(b) (1989)) (repealed 1990).
44. UTSA § 7, 14 U.L.A. 463-65 (1990). Section 7 of the UTSA was amended in 1985 to
clarify that the Act was not intended to displace remedies based on breach of contract. Id.
The National Conference of Commissioners adopted that amendment in response to ABA
Resolution 206-3, passed by the Section of Patent, Trademark and Copyright Law, which
stated that "remedies for breach of contract shall not be displaced by trade secret law."
Wyatt, Resolution 206-3, 1989 ABA SEc. PAT. TRADEMARK & COPYRIGHT L. 30.
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unpredictable and likely to pose serious difficulty for any court required
45
to interpret and apply its meaning.
C.

The Georgia Trade Secrets Act of 1990

The Georgia Trade Secrets Act of 1990 (the "Act") 46 amended the 1989
statute by replacing it with a modified version of the UTSA. The Act
includes most of the significant provisions found in the UTSA that were
not part of the 1989 statute" and provides several changes to the 1989
definition of trade secret.' 8
The new definition provides clearer parameters of trade secret protection than does prior case law by establishing two key criteria for a trade
secret: value and secrecy measures. 9 In contrast with the trade secret
definition under prior law, the definition under the Act includes an illustrative, but not exhaustive, list of information which may qualify as a
'trade secret. Of particular significance is that the definition includes programs (interpreted under the UTSA to mean computer software programs), as well as lists of actual and potential customers or suppliers."
The Act prohibits the misappropriation of trade secrets, which is defined as: (A) Acquisition of a trade secret by a person' who knows or has
reason to know that the trade secret was acquired by improper means; or
(B) Disclosure or use of a trade secret of another without express or implied consent by a person ho meets certain criteria."
The Act defines "improper means" as including "theft, bribery, misrepresentation, breach or inducement of a breach of a confidential relation45. A sponsor of House Bill 252 indicated during deliberations of the House Judiciary
Committee that House Bill 252 was intended to complement another bill, House Bill 744,
regarding enforceability of restrictive covenants. The general assembly did not pass House
Bill 744 during the 1989 session; however, they passed a revised version of House Bill 744 in
1990 and it became effective July 1, 1990. That restrictive covenant statute is discussed
below.
46. 1990 Ga. Laws 1560 (codified at O.C.G.A. §§ 10-1-760 to -767 (Supp. 1990)).
47. O.C.G.A. §§ 10-1-760 to -767 (Supp. 1990).
48. Id. § 10-1-761(4). The 1990 definition of trade secret added "financial plans" and
"product plans" to the illustrative lists of information protected by the 1989 Statute. More
importantly, paragraph (A) of the trade secret definition was amended to include the phrase
"and not being readily ascertainable by proper means." Id. § 10-1-761(4)(A). At least one
commentator has criticized this UTSA language as providing a defense to a claim for misappropriation even though the information was obtained by improper means. For this reason,
Illinois deleted that phrase from its trade secret statute. See JACER. TRADE SECRETS LAW
(1990 Revision); but cf Franke v. Wiltschek, 209 F.2d 493 (2d Cir. 1953). "It matters not
that defendants could have gained [possession] . . .through proper means. . . .The fact is
that they did not." Id. at 495.
49. O.C.G.A. § 10-1-761(4) (Supp. 1990).
50. Id.
51. Id, § 10-1-761(2)(A)-(B).
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ship or other duty to maintain secrecy or limit use, or espionage through
electronic or other means. '5 2 On the other hand, independent development or reverse engineering of a trade secret, not acquired by misappropriation, is not precluded by the Act."3
A misappropriation of a trade secret can give rise to a cause of action
under the Act and a cause of action for breach of a contractual provision
between the parties. 4 This distinction can be significant in contract disputes involving wrongful disclosure and misuse of confidential information in contracts with a limitation of liability or a monetary cap on damages. The misappropriation claim under the Act will not be subject to the
contractual limitations, even though breach of the contract to maintain
secrecy may serve as an element to prove a violation of the Act.
Under the Act, misappropriation includes either (1) acquisition by improper means or (2) wrongful disclosure or use of the trade secret." The
definition recognizes that the value of a trade secret can be destroyed
through public disclosure, regardless of whether it was acquired by improper means. The definition also seeks to foreclose the "head-in-thesand" defense. Thus, it is unacceptable for a person to ignore evidence
means
that the trade secret information was acquired through improper
56
or under circumstances that give rise to a duty of secrecy.
The definitional sections of the Act do not delineate the distinction between trade secrets and confidential information established by prior case
law. Rather, the definition of a "trade secret" is more expansive than the
one established previously by the Georgia courts and includes information that would constitute only "confidential information" under existing
case law and, therefore, would be generally unprotected except by contract. 7 The Georgia courts will be challenged to reconcile the new Act's
definition of a "trade secret" with existing case law that recognizes the
category of "confidential information."
D.

Remedies

The Act sets forth the available remedies for a misappropriation of a
trade secret."8 Both injunctive relief and monetary damages are available
to compensate for the wrongful act. The Act authorizes a court to award
52. Id. § 10-1-761(1).
53. Id. As a result, many trade secret owners may elect to include an express prohibition
on reverse engineering as a part of a contractual arrangement with the party to whom the
trade secret is revealed.
54. Id. §§ 10-1-763, -767(b).
55. Id. § 10-1-761(2).
56. Id. § 10-1-761(2)(B)(ii).
57. See supra text accompanying notes 18-37.
58. O.C.G.A. §§ 10-1-762 to -763 (Supp. 1990).
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exemplary damages in an amount not to exceed twice the award for actual losses for willful and malicious misappropriation." The court may
also award attorney fees to the prevailing party on the same basis.,
Injunctive relief is available under the Act for actual or threatened misappropriation of a trade secret."' Courts in other jurisdictions have struggled to formulate the appropriate scope for such injunctive relief.2 The
Act, like the UTSA, adopts the so-called "head-start" rule that provides
injunctive relief for as long as the trade secret remains secret, plus the
amount of time saved through misappropriation rather than independent
creation or reverse engineering.6 2
Under exceptional circumstances, the Act permits a court to order the
payment of reasonable royalties if a prohibition of future use would be
unreasonable.' One court has found the continued use of trade secrets in
the production of armaments during a state of war to be such an exceptional circumstance.6 5 Another such circumstance set forth in the Act relates to "a material change of position" prior to learning of the misappropriation."6 This situation could arise where an innocent third party
59. Id. § 10-1-763(b).
60. Id. § 10-1-764.
61. Id. § 10-1-762(a).
62. There are at least three different rules concerning the scope of injunctive relief which
prohibit unauthorized disclosure or use of trade secrets. In Shelimar Prods. Co. v. AllenQualley Co., 87 F.2d 104 (7th Cir. 1936), cert. denied, 301 U.S. 695 (1937), the Seventh
Circuit granted a permanent injunction even though the trade secret had been publicly disclosed. The court stated that "[t]o hold otherwise would be to permit appellant to profit by
its own wrong." Id. at 110. In Conmar Prods. Corp. v. Universal Slide Fastener Co., 172 F.2d
150 (2d Cir. 1949), the Second Circuit announced that a permanent injunction would deprive the misappropriating party "of the right which he would otherwise have had as a
member of the public" to avail himself of public information. Id. at 155-56. In Conmar the
court granted only a temporary injunction which lasted only until there was a public disclosure of the trade secret. Id. In Winston Research Corp. v. Minnesota Mining & Mfg. Co.,
350 F.2d 134 (9th Cir. 1965), the Ninth Circuit struck a middle ground between Shellmar
and Conmar, finding that the injunction should last until the trade secret becomes public
and then for an additional period equal to the amount of time it would require a competitor
to learn how to use the trade secret once it was made public. Id. at 142-43. Other circuits
have followed Winston. See A.L. Laboratories, Inc. v. Phillips Roxane, Inc., 803 F.2d 378,
385 (8th Cir. 1986), cert. denied, 481 U.S. 1007 (1987); SI Handling Sys. v. Heisley, 753 F.2d
1244, 1266 (3d Cir.), aff'd, 772 F.2d 896 (3d Cir. 1985).
63. O.C.G.A., § 10-1-762(a) (Supp. 1990).
64. Id. § 10-1-762(b).
65. Republic Aviation Corp. v. Schenk; 152 U.S.P.Q. 830 (N.Y. Sup. Ct. 1967).
66. O.C.G.A. § 10-1-761(2)(B)(iii) (Supp. 1990). This reasonable reliance exception was
included in UTSA § 1(2)(ii)(c) to coincide with UTSA § 1(2)(ii)(B)(I) (O.C.G.A. § 10-1761(2)(B)(iii) (Supp. 1990)), which makes an innocent third party a misappropriator if it
uses trade secrets after notice that they were improperly obtained. UTSA § 1(2)(ii)(c), 14
U.L.A, 438 (1990). This exception is contrary to the Restatement position, which conferred
absolute immunity for good faith purchasers of trade secrets. RESTATEMENT OF TORTS § 758.
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purchases the 'assets of a corporation and finds that certain assets are
trade secrets which have been misappropriated from another party. 7
A person may recover damages under the Act in addition to, or in lieu
of, injunctive relief.68 The Act grants broad discretion to the courts concerning the award of damages to the trade secret owner. A calculation of
damages may include both the trade secret owner's loss and the misappropriator's gain, provided no double-counting occurs.6 9 Among the losses
that courts in other jurisdictions have awarded for damages to trade secret owners are: lost profits, 70 lost value of buasiness,' 7 the amount spent in
developing the trade secret,7 2 the misappropriator's profits from selling or
using the trade secret, 73 and the misappropriator's savings realized from
not having to develop independently the trade secret.7 ' Consistent with
the general law of damages, courts in other jurisdictions have denied recovery for speculative loss in trade secret cases, though proof of the ac7
tual amount of loss or profit is not required. 5
If the complaining party can prove neither damages nor unjust enrichment by a preponderance of the evidence, the Act authorizes the court to
award damages in terms of a reasonable royalty.76 Under these circumstances, the court will be expected to determine what the license price
would have been had the parties negotiated a license for use of the trade
secret. A district court in Florida looked to the course of negotiation
which had occurred between the trade secret owner and the misappropriator to determine a reasonable royalty, even though the parties
never reached final agreement. 7 7 The Fifth Circuit Court of Appeals identified the. following factors as considerations in determining what a fair
licensing price would have been:
[Tihe resulting and foreseeable changes in the parties' competitive posture; the prices' past purchasers or licensees may have paid; the total
67. See Prince Mfg., Inc. v. Automatic Partner, Inc., 198 U.S.P.Q. 618 (N.J. Super. Ct.
Ch. Div. 1976).
68. O.C.G.A. § 10-1-763(a) (Supp. 1990).
69. Id.
70. Sperry Rand Corp. v. A-T-Q, Inc., 447 F.2d 1387, 1393 (4th Cir. 1971), cert. denied,
409 U.S. 892 (1972).
71. Smith v. Dravo Corp., 203 F.2d 369, 378 (7th Cir. 1953).
72. Kubik, Inc. v. Hull, 56 Mich. App. 335, 224 N.W.2d 80, 95 (1974).
73. Jet Spray Cooler, Inc. v. Crampton, 377 Mass. 159, 385 N.E.2d 1349, 1356 (1979).
74. Matarese v. Moore-McCormack Lines, 158 F.2d 631, 636-37 (2d Cir. 1946).
75. See Tri-Tron Int'l v. Velto, 525 F.2d 432, 437 (9th Cir. 1975); Julius Hyman & Co. v.
Velsicol Corp., 123 Colo. 563, 233 P.2d 977, 1008, cert. denied, 342 U.S. 870 (1951).
76. O.C.G.A. 10-1-763(a) (Supp. 1990).
77. See Biodynamic Technologies, Inc. v. Chattanooga Corp., 658 F. Supp. 266 (S.D. Fla.
1987). "In this case, this Court is of the opinion that there has been an 'established royalty'
enunciated in an 'agreement in principle' between the parties." Id. at 270.
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value of the secret to the plaintiff, including the plaintiff's development
costs and the importance of the secret to the plaintiff's business; the nature and extent of the use the defendant intended for the secret; and
finally whatever other unique factors in the particular case which might
have affected the parties' agreement, such as the ready availability of
alternative processes."
The Act also authorizes an award of exemplary damages for a'willful
and malicious misappropriation."' Courts applying Georgia law will be required to reconcile this authority with other statutory enactments regarding punitive damages, such as the Tort Reform Act of 1987.80
E.

Secrecy During Litigation

Trade secrets are generally discoverable during litigation; however, the
Act mandates the protection of an alleged trade secret by reasonable
means, such as granting protective orders, sealing court records, and hold-

ing in camera hearings. 8 ' The Act minimizes the obvious disincentive to
resort to legal action that would result if the very trade secret for which
protection was sought would be subject to forfeiture because of disclosure
in open court.82 Courts often balance such protective actions against notions of open trial and the public's right to know.
F.

Statute of Limitations

The Act requires that a claim for misappropriation be brought within
five years after the misappropriation is discovered or, should have been
discovered through the exercise of reasonable diligence. s3 Discovery,
78. University Computing Co. v. Lykes-Youngstown Corp., 504 F.2d 518, 539 (5th Cir.
1974) (citing Hughes Tool Co. v. G.W. Murphy Indus., Inc., 491 F.2d 923 (5th Cir. 1973)).
79. O.C.G.A. § 10-1-763(b) (Supp. 1990).
80. 1987 Ga. Laws 915, 917-19 (codified at .O.C.G.A. § 51-12-5.1(b) (Supp. 1990)).
O.C.G.A. § 51-12-5.1(b) (Supp. 1990) provides that "punitive damages may be awarded only
in such tort actions in which it is proven by clear and convincing evidence that the defendant's actions showed willful misconduct, malice, fraud, wantonness, oppression, or that entire want of care which would raise the presumption of conscious indifference to consequences." It is not clear whether the legislature intended that this higher standard of proof
(clear and convincing) be applied to the Trade Secret Act or whether the Act is to be the
complete statement as to requirements for the award of punitives. If Title 51 applies to
trade secret cases, the court will also be required to determine if the monetary limit set
forth in O.C.G.A. § 51-12-5.1(g) (Supp. 1990) should be applied and under what
circumstances.
81. O.C.G.A. § 10-1-765 (Supp. 1990).
82. See UTSA § 5, Comment, 14 U.L.A. 461 (1990).
83. O.C.G.A. § 10-1-766 (Supp. 1990). This five-year statute of limitations varies from
the three-year limitation in the UTSA § 6, 14 U.L.A. 462 (1990). Georgia, Illinois, and
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rather than the actual act of misappropriation, is the key event for purposes of the five-year limitation.
Unlike the UTSA, the Act does not expressly bar retroactive application of the Act to misappropriation that occurred prior to the Act's effective date. Section 11 of the UTSA was amended in 1985 to clarify that
the UTSA did not apply to a continuing misappropriation that began
before the effective date.8 4 This deletion from the Act may lead to confusion among practitioners and courts regarding the possible retroactive application of the Act.8 5
G. Effect on Other Law
The Act does not provide criminal remedies for trade secrets misappropriation and does not effect section 16-8-13 of the Official Code of Georgia Annotated ("O.C.G.A.") pertaining to criminal offenses that involve
theft of a trade secret.86 More importantly, the Act follows the 1985
amendments to the UTSA by expressly providing that contractual remedies relating to trade secrets are not affected by the Act. 7 In an apparent
attempt to address confusion created by earlier cases requiring a durational limitation on nondisclosure covenants, additional language regarding nondisclosure covenants was added by O.C.G.A. § 10-1-767(b)(1). 8
This additional language provides that a contractual duty of nondisclosure or limited use should not be deemed unenforceable solely for lack of
a durational or geographical limitation on the duty.8
The new Act does not answer the question of whether a distinction still
exists between trade secrets and confidential information. The Act states
that it supersedes conflicting tort ana other laws providing civil remedies
Maine are the only states that adopted the UTSA and have changed the length of the
limitation.
84. UTSA § 11, 14 U.L.A. 466 (1990).
85. Compare UTSA § 11, 14 U.L.A. 462 (1990) with O.C.G.A. § 10-1-766 (Supp. 1990).
86. O.C.G.A. § 16-8-13 (1988). The definition of trade secret set forth in that Code section, which is similar to the Restatement definition (see supra note 32), is not modified by
the Act.
87. O.C.G.A. § 10-1-763(c) (Supp. 1990).
88. Id. § 10-1-767(b)(1). Earlier cases indicated that a valid, express, written contract or
restrictive covenant was not required for protection of trade secrets. See Thomas v. Best
Mfg. Corp., 234 Ga. 787, 218 S.E.2d 68 (1975); Outside Carpets, Inc. v. Indus. Rug Co., 228
Ga. 263, 268-69, 185 S.E.2d 65, 68 (1971). They may, however, be required for protecting
confidential information. See Durham v. Stand-By Labor, Inc., 230 Ga. 558, 198 S.E.2d 145
(1973). The additional provision intended to make clear that nondisclosure covenants
designed to protect information which would have been considered confidential information
under former case law, but would now qualify as trade secrets under the new law, are not
subject to the durational limitation requirement set forth in restrictive covenant cases.
89. O.C.G.A. § 10-1-767(b)(1) (Supp. 1990).
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for misappropriation of a trade secreti but no specific reference is made to
confidential information. Generally, protection of confidential information requires an enforceable contractual relationship. Given that contractual duties and remedies are unaffected by the Act, a court could find
that the law regarding restrictive covenants dealing with confidential information remains unchanged.
Adoption of the Act also creates questions regarding the continuing application of misappropriation-of-an-idea cases." To the degree that these
cases are separate and distinct from trade secret law, they may not be
superseded by the Act.
IV.

TRADEMARKS AND UNFAIR COMPETITION

Major changes have occurred in federal trademark law as a result of the
adoption of the Trademark Law Revision* Act of 1988 (the "Trademark
Act"), effective November 16, 1989.91 Less dramatic developments have
taken place under the Georgia statutory counterpart governing' trademarks, service marks, and trade names.' • Several Georgia corporations
have been involved in significant federal court decisions that have clarified the legal standards in the areas of unfair competition and antidilution. The following section reviews these legal developments and includes
a comparison of recent developments under state and federal trademark
law.
A.

Federal/State Trademark Developments'

The Trademark Act implemented sweeping changes in the federal
trademark law known as the Lanham' Act.93 The new Trademark Act represented the first comprehensive revision of the Lanham Act since its enactment in 1946. The law updates federal trademark practices and provides United States trademark registration applicants with roughly the
same legal rights as foreigners using trademarks in this country. 4
In summary, the Trademark Act institutes the following: (1) creation of
a dual application system that permits the filing of trademark applica-

90.
91.

See supra text accompanying note 36.
Pub. L. No. 100-667, 102 Stat. 3935 (codified as amended in scattered sections of 15

U.S.C.).
92. O.C.G.A. §§ 10-1-440 to -493 (1989).
93. Ch. 540, 60 Stat. 427 (1946) (codified as amended in scattered sections of 15 U.S.C.).
94. As a result of the length and complexity of the Trademark Act, this survey article
only summarizes the major points. Numerous articles have been written concerning the
Trademark Act. See THE TRADEMARK LAW REvISION AcT op 1988 (United States Trademark
Association 1989), including the legislative history reports, testimony, and annotated statutory text.
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tions based upon an intent to use a mark as well as actual use of the mark
in commerce;"' (2) reduction of the term of trademark registration from
twenty to ten years and revision of the filing requirements necessary to
maintain trademark registration; 96 and (3) authorization of actions for
statements of fact
commercial defamation involving false and misleading
97
in commercial advertising or promotional materials.
By far, the most significant change under the Trademark Act is the
elimination of the 'requirement that a mark actually be used in interstate
commerce to be registered with the United States Patent and Trademark
Office ("PTO")." The new law allows a party with a bona fide intention
to use a mark to file an application and to have the application examined
by the PTO to determine registerability. The intention to use the mark
must be in good faith and not merely to reserve rights in a mark. 9 The
PTO will not issue registration until the applicant actually uses the mark
in commerce. 00 Initially, an applicant has a six-month period (following
issuance of a so-called Notice of Allowance by the PTO) in which to use
the mark and submit the required materials to the PTO to obtain registration. These required materials include a confirmation of actual use
which is known as a "Statement of Use. ' 0 ' An applicant may make a
written request for a six-month extension for the filing of the Statement
of Use.10 2 The first extension is granted as a matter of right and further
extensions may be granted at six-month intervals (not aggregating more
than twenty-four months) upon a showing of "good cause."'0 3
Another key feature of the Trademark Act is the notion of "constructive use," which commences on the date of filing of the application based
on use or an intent to use.10 4 The filing of an application with the PTO
constitutes nationwide notice of constructive use to all parties, except
those (1) actually using the mark prior to the filing date, (2) previously
filing a trademark application with the PTO, or (3) obtaining priority
based on another section of the Trademark Act.10 5 The effect of the constructive-use provision as it pertains to intent to use applications is significant. The date of legal priority reverts back to the filing date of the
95.
96.
97.
98.
99.
100.
101.
102.
103.

15 U.S.C. § 1051(b)-(d) (1988).
Id. § 1059.
Id. §1125(a).
Id. § 1112.
Id. §1127.
Id. § 1051(d)(1).
Id.
Id. §1051(d)(2),
Id.
104. Id. § 1057(c).
105. Id.
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application of intent to use, even though actual usage of the mark does
not occur until months or years later. 00
Trademark developments on the state level have been less dramatic.
Under the Georgia trademark law, actual "use" of a mark continues to be
required, both as part of the statutory definition of a trademark and service mark'0 7 and for purposes of registration.10 Prior to the adoption of
the Trademark Act, trademark applicants often simultaneously filed for
registration on the state and federal levels, expecting that registration
would be issued more quickly on the state level.109 With the adojotion of
the new federal Trademark Act, the onslaught of federal trademark applications is expected to continue along with more limited use of state trademark statutes.
The term of registration under the federal Trademark Act and Georgia
trademark law is now ten years' (reduced from twenty years under the
prior federal law)."' Under both laws, a registration may be renewed for
successive periods of ten years (reduced from twenty years under prior
federal law).'"
An amendment in 1988 to the Georgia trademark law increases the
2
sanctions available under the law for infringement of a registered mark."
Under this amendment, an infringing act by a third party with respect to
a trademark registered under Georgia law results in liability to the owner
of the registered trademark or service mark "for liquidated damages in
the amount of $10,000.00, if such act has been committed with knowledge
that a trademark or service mark has been registered . . .and such act
has been committed without previously obtaining the consent of the
owner. '""' To the extent the court awards liquidated damages, actual
damages are not recoverable."14 Thus, the difficulty facing the owner of. a
state' registered trademark in proving actual damages is reduced by the
inclusion of a specified liquidated damages formula.
106. Id.
107. O.C.G.A. § 10-1-440(a)(4)-(5) (1989).
108. Id. § 10-1-442.
109. Although registration of a trademark on the state level provides only limited protection within the state, practitioners often file applications on the state level because these
applications and subsequent registrations are generally included in trademark searches conducted by others. Therefore, a third party desiring to use a trademark may be dissuaded
from selecting the mark as a result of notification obtained by reviewing a trademark search
report.
110. 15 U.S.C. § 1058 (1988); O.C.G.A. § 10-1-445(a) (1989).
111. 15 U.S.C. § 1059(a) (1988); O.C.G.A. § 10-1-445(b) (1989).
112. Act approved Apr. 11, 1988, No. 1369, § 2, 1988 Ga. Laws 1458, 1458-59 (codified as
amended at O.C.G.A. § 10-1-450 (1989)).
113. O.C.G.A. § 10-1-450 (1989).
114. Id.
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Of greater significance on the state level is the Georgia antidilution law,
which affords protection to trademarks and trade names, even when there
is no likelihood of injury or confusion."' The Georgia antidilution statute
provides:
Every person, association, or union of working men adopting and using a
trademark, trade name, label, or form of advertisement may proceed by
action; and all courts having jurisdiction thereof shall grant injunctions
to enjoin subsequent use by another of the same or anysimilar trademark, trade name, label, or form of advertisement if there exists a likelihood of injury to business reputation or of dilutiop of the distinctive
quality of the trademark, trade name, label, or form of advertisement of
the prior user, notwithstanding the absence of competition between the
parties or of confusion as to the source of goods or services, except that
this Code section shall not deprive any party of any vested lawful rights
acquired prior to March 4, 1955."'
The statute provided a basis for recovery in Original Appalachian
Artworks, Inc. v. Topps Chewing Gum, Inc."' In this decision, the cre'ators of the "Cabbage Patch Kids" initiated an action against Topps
Chewing Gum based on the distribution of stickers and cards bearing the
likeness of the "Garbage Pail Kids." Plaintiff based his case on several
grounds for relief, including alleged infringement of copyrights and trademarks, unfair competition, and violation of the Georgia antidilution statute." In analyzing the Georgia antidilution statute, the court noted:
Courts and commentators have stated that dilution can take two forms.
The first is a "blurring" or "whittling down" of the distinctiveness of a
mark. This can occur where the public sees the mark used widely on all
kinds of products. The second type of dilution is tarnishment which occurs when a defendant uses the same or similar marks in a way that
creates an undesirable, unwholesome, or unsavory mental association
with the plaintiff's mark." 9
The court concluded that plaintiff had successfully shown that defendant's marks were similar andthat their contested use was likely to injure
the commercial reputations of Original Appalachian Artworks.110
115. Id. § 10-1-451(b).
116. Id.
117. 642 F. Supp. 1031 (N.D. Ga. 1986).
118. Id. at 1032-33.
119. Id. at 1039 (citations omitted); see also Jordache Enters., Inc. v. Hogg Wyld, Ltd.,
625 F. Supp. 48, 56-57 (D.N.M. .1985).
120. 642 F. Supp. at 1040. For another analysis of the Georgia antidilution statute, see
Amstar Corp. v.Domino's Pizza, Inc., 615 F.2d 252, 265 (5th Cir.), cert. denied, 449 U.S. 899
(1980).
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The Georgia Supreme Court's decision in Elite Personnel, Inc. v: Elite
Personnel Services, Inc.2" raises a number of legal issues relating to the
protection of names in Georgia. Unfortunately, the decision conveys a
muddled interpretation of the law. Defendant, Elite Personnel, Inc., began using the name "Elite Personnel" in October, 1987. Subsequently,
plaintiff, Elite Personnel Services, Inc., was incorporated in April, 1988.122
Plaintiff was clearly a junior user of the name "Elite Personnel." Despite
these facts, the supreme court affirmed the lower court ruling that the
prior user of the mark, defendant, was enjoined from using the name
"Elite Personnel" for business purposes.2
In analyzing this case, the supreme court focused its attention on the
weakness of the mark "Elite. Personnel." The court noted fundamental
principles of trademark law: "Suggestive names, as opposed to descriptive
names, are entitled to protection without proof that the name has acquired a secondary meaning. However, '[t]he rule is well established that
a generic or descriptive word is incapable of exclusive appropriation by a
trader.' ",24 Consequently, the supreme court concluded that the trial
court correctly found the term "Elite Personnel" to be descriptive in nature and incapable of exclusive appropriation in the absence of secondary
meaning.12 The court noted that a necessary element of secondary meaning "is that the name has been used over such a long period of time that
the name has become associated with a particular business or product."'2 6
The court held that the six-month head start obtained by defendant using the "Elite Personnel" name was too short a period to cause the name
to be exclusively associated with a particular business: Therefore, the
court concluded that the prior user of the mark, defendant, did not estab27
lish any trademark rights to the name.
In conclusion, the court noted defendant's failure to register the name
"Elite Personnel" as provided by O.C.G.A. § 10-1-490 denied him any further legal rights.12 8 The court held that legal protection under the trade
name statute was available only upon registration of the trade name with
29
the Secretary of State.

121. 259 Ga. 192, 378 S.E.2d 117 (1989).
122. Id. at 192, 378 S.E.2d at 118.
123. Id. at 194, 378 S.E.2d at 119.
124. Id. at 193, 378 S.E.2d at 118-19 (citing University of Ga. Athletic Ass'n v..Laite, 756
F.2d 1535 (11th Cir. 1985)).
125. Id.
126. Id., 378 S.E.2d at 119.
127. Id.
128. Id.
129. Id. (citing Giant Mart Corp. v. Giant Discount Foods, Inc., 247 Ga. 775, 279 S.E.2d
683 (1981)).
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Finally, in a curious passage, the court noted that the Georgia Secretary of State had granted both plaintiff and defendant the right to use
their respective names-Elite Personnel, Inc.,. and Elite Personnel Services, Inc.-by filing their Articles of Incorporation.'"0 The supreme court
placed weight on this administrative decision and concluded that the Secretary of State presumably found the names sufficiently distinguishable
for corporate purposes.13 ' As a result, the court permitted defendant to
continue to use the name for corporate purposes, as distinguished from
trade or business purposes.1 3 1, Since Elite Personnel was decided prior to
enactment of the new Georgia Business Corporation Code, ' the significance of this decision could be questioned in the future. Under current
Georgia corporation law, the approval of a corporate name by the Secretary of State is deemed to be a ministerial process, with limited or no
subjectivity.' 4 A 1989 amendment to the state corporation code appears
to have specifically addressed issues raised by the supreme court in Elite
Personnel: "Issuance of a name under this chapter means that the name
is distinguishable for filing purposes on the records of the Secretary of
State pursuant to Subsection (b) of this Code section. Issuance of a cor' 35
porate name does not affect the commercial availability of the name."'
This amendment to the Georgia Business Corporation Code appears to
minimize the precedential value of the supreme court decision in Elite
Personnel, and undercuts the position that a decision by the Secretary of
State in reserving a corporate name has any broader commercial or legal
3
implications.1
B.

Unfair Competition

On the federal level, the law of unfair competition, set forth in section
43(a) of the Lanham Act,1 37 creates a federal claim for unfair competition,
false advertising, and trade dress infringement. 38 Two federal court deci130. Id. at 194, 378 S.E.2d at 119.
131. Id. (citing O.C.G.A. § 14-2-40(a)(3) (1989)).
132. Id.
133. 1988 Ga. Laws 1070 (codified at O.C.G.A. §§ 14-2-101 to -1703 (1989)).
134. See O.C.G.A. § 14-2-401 comment (1989).
135. Id. § 14-2-401(e).
136. See id. § 14-2-401 comment.
137. Ch. 540, § 43(a), 60 Stat. 427, 441 (1946) (codified as amended at 15 U.S.C. §
1125(a) (1988)).
138. 15 U.S.C. § 1125(a) (1988). This section of the Lanham Act was substantially revised and broadened as part of the, Trademark Law Revision Act of 1988 to include a provision that made misrepresentations about another's product or service actionable. This section of the new act now reads as follows:
Any person who, on or in connection with any goods or services, or any container
for goods, uses in commerce any word, term, name, symbol, or device, or any com-
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sions, one in the Northern District of Georgia and another in New York
involving a Georgia, business, have interpreted this section of the Lanham
Act.
In Robarb, Inc. v. Pool Builders Supply of the Carolinas, Inc.,' 39 a
manufacturer of pool cleaners, Robarb, marketed its products under the
names 'Super-Blue CC" and the "Original Crystal Clear." Robarb distributed the products in a clear, plastic, cylindrical bottle with white lettering and a white cap, and the content was dark blue in color. Pool
Builders Supply, a former distributor of Robarb, began distributing its
own pool cleaner under the trade name "Super Aqua Clear." Not surprisingly, Pool Builders' product was also dark blue in color and bottled in a
clear, plastic, cylindrical bottle with white printing and a white cap.
Robarb commenced a legal action against Pool Builders, claiming infringement of trade dress, trademarks, and copyright, violation of the
Georgia Uniform Deceptive Trade Practices Act, violation of common law
restrictions on unfair competition and infringement, and violation of the.
Georgia antidilution statute. 4 0 The court enjoined defendant from distributing its products in violation of the trade dress and trademark rights
4
of plaintiff.'

Robarb includes a detailed analysis of section 43(a) of the Lanham Act
relating to protection of trade dress. In analyzing this cause of action, the
court noted the principal elements of a claim of trade dress infringement:
"'Trade dress' involves the total image of a product and may include
features such as size, shape, color or color combinations, textures, graphics, or even particular sales techniques.' "142 The court also stated that
"'[t]o prevail on a trade dress infringement claim under § 43(a), the
plaintiff must prove three elements: 1) its trade dress is inherently distinctive or has acquired secondary meaning, 2) its trade dress is primarily
bination thereof, or any false designation of origin, false or misleading description
of fact, or false or misleading representation of fact, which
(1) is likely to cause confusion, or to cause mistake, or to deceive as to the
affiliation, connection, or association of such person with another person, or
as to the origin, sponsorship, or approval of his or her goods, services, or
commercial activities by another person, or
(2) in commercial advertising or promotion, misrepresents the nature,
characteristics, qualities, or geographic origin of his or her or another person's goods, services, or commercial activities,

shall be liable in a civil action by any person who believes that he or she is or is
likely to be damaged by such act.
Id.
139. 696 F. Supp. 621 (N.D. Ga. 1988).
140. Id. at 623.
141. Id. at 630.
142. Id. at 624 (quoting John Harland Co. v. Clarke Checks, Inc., 711 F.2d 966, 980 (11th
Cir. 1983)).
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non-functional, and 3) the defendant's trade dress is confusingly similar.' 143 After analyzing each of these elements, the court concluded that
when taken together, esthe series of similarities between the 4products,
4
tablished a violation of section 43(a).1

In another interesting decision, a computer company with roots in
Georgia used section 43(a) to fend off a rival's false advertising. In
Princeton Graphics Operating, L.P. v. NEC Home Electronics (U.S.A.),
Inc.,145 plaintiff, a manufacturer of computer monitors used with central
processing units, alleged false advertising by NEC. " " This decision is.significant for its analysis of the words "compatible"' and "compatibility,"
two specific terms used in the computer industry to describe the operation and functionability of computer products. 47
In Princeton Graphics, plaintiff and defendant were both manufacturers and distributors of computer color video monitors. In early April 1987,
IBM introduced a new microcomputer, the PS/2, which generated video
signals in different modes, thereby affecting the operation of peripheral
computer equipment. Consequently, monitor manufacturers such as
Princeton Graphics and NEC were required to make certain changes to
their products in order to operate with the new IBM computer system.
Soon after the IBM announcement, NEC issued a press release and other
correspondence claiming that the NEC monitor (known as the Mul143. Id. (quoting Ambrit, Inc. v. Kraft, Inc., 805 F.2d 974, 978 (11th Cir. 1986), cert.
denied, 481 U.S. 1041 (1987)).
144. Id. at 627. The court summarized its findings as follows:
In sum, the court finds that plaintiff's trade dress merits only weak protection,
that defendants' trade, dresses were and are similar in design to plaintiff's, that
the products are identical, that the products are sold through similar retail outlets
to similar purchasers, that, to a limited extent, similar promotional efforts are
used to promote both products, that defendants intended to capitalize on plaintiff's good will by utilizing a confusingly similar trade dress, and that there is some
evidence that there has been actual consumer confusion.
Id. The court concluded its analysis of the case by finding defendant's trademarks to be
infringing, in violation of the rights of plaintiff under the Lanham Act. Id. (citing 15 U.S.C.
§ 1114(1) (1988); Amstar Corp. v. Domino's Pizza, Inc., 615 F.2d 252 (5th Cir. 1980)).
145. 732 F. Supp. 1258 (S.D.N.Y. 1990).
146. Id. at 1259. Princeton Graphics was affiliated with Intelligent Systems Master Limited Partnership, part of a technology-based company in Norcross, Georgia. Subsequently,
Princeton Graphics was sold to World Wide Technology, Inc., but substantial business operations at Princeton Graphics continue in Georgia.
147. The ability of one computer product to work with another is crucial to all parties in
the computer distribution chain. With the multitude of computer hardware and peripheral
products, numerous software operating systems, and the thousands of computer software
programs, a computer user must be able to'select products that are capable of operating
with one another and, therefore, are deemed "compatible." A false claim of "compatibility"
could have serious repercussions in the distribution chain and result in significant dissatisfaction among the computer user community.
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tiSync) had been determined to be "fully compatible" with the PS/2 with
the addition of an adapter cable. NEC began an aggressive advertising
campaign promoting this compatibility, "aimed at relatively sophisticated
and knowledgeable consumers such as distributors, wholesalers, retailers,
retail chains, and corporate purchasing personnel ....
After analyzing the technical facts in some detail, the court concluded
that NEC's claims of compatibility with the PS/2 were "literally false. '"' 19
Although undisclosed in the advertisements, the NEC MultiSync monitor
required manual adjustments to stabilize the image on the screen and to
compensate for distorted images resulting from use of the MultiSync
monitor with the PS/2 computer. Consequently, the court concluded that
the claim of "compatibility" was false and misleading. s0 In reaching its
decision, the court noted:
We find that within the "retail channel," the term "compatible" does not
have the broad and flexible meaning as suggested by defendant when, as
here, there is a possibility that a more precise definition may be applied
(footnote omitted). Indeed, if there was one over-arching impression left
on this court after the testimony given in this case it was that the computer industry is concerned with and depends upon accuracy. Thus, the
testimony confirms our view that in an industry which depends upon accuracy, a lack of precision in the use of common terms, particularly in
circumstances where those terms have the potential to be specific, would
be an anomaly.""
The decision in favor of Princeton Graphics is significant for the computer industry as a whole. Generally, advertisements in the industry have
touted compatibility, interchangeability, similarity, and ease of operation
without well-documented substantiation for the claims. PrincetonGraphics and the broadened rights of section 43(a) under the Trademark Act
increase the likelihood of greater "legal action in the future to prevent
false advertising claims in the computer industry.151
148. 732 F. Supp. at 1260.
149. Id. at 1266.
150. Id.
151. Id. at 1261.
152. Reaction to comparative advertisements by a computer software company, Oracle
Corporation, have resulted in the establishment of a non-profit trade organization, the
Software Business Products Council, composed of other software vendors, purporting to address ethical concerns raised by overly aggressive advertising claims. While the organization
is still in its infancy, Georgia corporations can be expected to participate in light of the
significant number of software developers in our state.
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RESTRICTIVE COVENANTS AND EMPLOYMENT ISSUES

As of July 1, 1990, the legislature radically transformed Georgia law in
the restrictive covenant and employment areas with the enactment of the
Restrictive Covenant Act.

s3

In addition, several recent state court deci-

sions have clarified employment issues relating to the scope of the socalled "blue-pencil" rule, employee mobility, and fiduciary responsibilities of an employee to the employer."'
A. Restrictive Covenant Act
Generally, the term "restrictive covenant" refers to several types of
contractual restrictions including: (1) Noncompetition (prohibits a party
from competing against a former employer within a specified territory for
a designated period of time, which may include both the term of the con153. Act approved Apr. 12, 1990, No. 1377, 1990 Ga. Laws 1676 (codified at O.C.G.A. §§
13-8-2 to -2.1 (Supp. 1990)). Judge Clarence F. Seeliger, of the DeKalb County Superior
Court, held that the Restrictive Covenant Act was unconstitutional on September 7, 1990.
In his ruling, Judge Seeliger stated that "[tihe Legislature has no power to provide a new
definition of what constitutes an illegal restraint of trade under the Georgia Constitution."
Atlanta J. Const., Sept. 8, 1990, at D-1, col. 5. The case will reportedly be appealed to the
Georgia Supreme Court. Id.
154. Georgia has elected to enhance the ability of businesses to limit the transfer of
intellectual property and competition from former employees. California has adopted the
opposite approach. Under California law, noncompetition covenants included in employment agreements are expressly unenforceable. CAL, Bus. & PROF. CODE § 16601 (Deering
1990). Massachusetts, like Georgia, enforces post-termination restrictive covenants to the
degree they are reasonable. Other Southern States are following Georgia's lead. Most notably, Louisiana recently passed a restrictive covenant act designed specifically to cover computer programmers. The text of the primary section of the Louisiana Act is as follows:
An employee may at any time enter into an agreement with his employer that, for
a period not to exceed two years from the date of the termination of employment,
he will refrain from engaging in any work or activity to design, write, modify, or
implement any computer program that directly competes with any confidential
computer program owned, licensed, or marketed by the employer, and to which
the employee had direct access during the term of his employment or services. As
used in this Subsection, "confidential" means that which (1) is not generally
known to and not readily ascertainable by other persons; and (2) is the subject of
reasonable efforts under the circumstances to maintain its secrecy. As used in this
Subsection, "computer program" means a plan, routine, or set of statement or
instructions, including any subset, subroutine, or portion of instructions, regardless of format or medium, which are capable, when incorporated into a machinereadable medium, of causing a computer to perform a particular task or function
or achieve a particular result. As used in this Subsection, "employee" shall mean
any individual, corporation, partnership, or any other entity which contracts or
agrees with an employer to perform, provide, or furnish any services to, for, or on
behalf of such employer.
LA. REv. STAT. ANN. § 23:921(E) (West 1990).
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tract and a specified post-termination period); (2) nonsolicitation (precludes a party from soliciting or accepting business from former or prospective customers or former or prospective clients with whom the party
had a previous relationship); (3) no-hire (precludes a party from recruiting or hiring personnel with whom the person worked prior to the termination of the agreement); and (4) nondisclosure (generally precludes disclosure of trade secrets or confidential information gained during prior
employment). The Restrictive Covenant Act addresses the first three restrictive covenants.'" The Trade Secrets Act addresses nondisclosure
1 6
provisions.
The Restrictive Covenant Act rewrites Georgia law regarding the enforceability of -the first three restrictive covenants and greatly enhances
the likelihood of both the enforcement and validity of these provisions
because it applies to highly skilled technical employees who are most
likely to be in possession of intellectual property. 57 Consequently, many
Georgia businesses can be expected to avail themselves of the new Restrictive Covenant Act by requiring employees and prospective employees
to enter into contracts containing these restrictive covenants. In addition,
proliferation of litigation against former employees charged with violating
such restrictions is an expected outcome of the adoption of the Restrictive Covenant Act. 158
The Restrictive Covenant Act will have a major impact on the protection of intellectual property in the state. 5" Under the Restrictive Covenant Act, intellectual property can be protected indirectly in two ways:
(1) by precluding an employee from competing with the employer during
the term of an employment relationship, and (2) by prohibiting competition for a period of time in a designated territory after the employment

155. O.C.G.A. § 13-8-2.1(c)(2)-(4) (Supp. 1990).
156. Unlike the Restrictive Covenant Act, which provides certain "safe harbors" for enforceability, the Trade Secrets Act does not provide specific guidance for drafting nondisclosure provisions. Rather, the Trade Secrets Act states that a written contract is not required
in order to protect a trade secret from misappropriation. On the other hand, written agreements are still recommended in order to protect confidential information, which may not
rise to the level of the trade secret. See supra text accompanying notes 46-90.
157. O.C.G.A. § 13-8-2.1(c)(1)(B) (Supp. 1990).
158. Under prior law, Georgia courts often determined that the restrictive covenants
under review were unreasonable and therefore invalid. See, e.g., Uni-Worth Enters., Inc. v.
Wilson, 244 Ga. 636, 261 S.E.2d 572 (1979); Moore v. Dwoskin, Inc., 226 Ga. 835, 177 S.E.2d
708 (1970). Consequently, many employers, especially in the technology area, have recognized for years the strong possibility that these covenants may be hollow. The new Restrictive 'Covenant Act undoubtedly will change the perception of these companies and increase
the likelihood of legal action to enforce these provisions.
159. A detailed review of the Restrictive Covenant Act is beyond the scope of this Article. The interested reader should refer to Quittmeyer, Georgia'sNew Restrictive Covenant
Act, 42 MERCER L. REv. 1 (1990).
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relationship has ended. 6 ' Thus, an employer may use the dual legal
mechanisms of a nondisclosure agreement and restrictive covenants in order to afford maximum protection to intellectual property developed by
or on behalf of the employer.'
The legal practitioner may use restrictive covenants as an additional
backstop of intellectual property protection. From a practical standpoint,
the following are several key factors for the practitioner to consider when
applying the Restrictive Covenant Act in this area: (1) key personnel; (2)
safe harbors; (3) territorial restrictions; (4) the blue-pencil rule; and, (5)
clarification procedures.
First, the Restrictive Covenant Act purports to deal only with posttermination covenants executed by executive or key personnel who possess specialized skills, or confidential information, or who fall within a
specific class of employees.16 2 Most employees of companies creating in-,
tellectual property should fall within this category. 63 As a result, it ap
pears that the general standards of reasonableness found in existing case
law will continue to govern contracts with other persons (employees without specialized skills, learning, customer contacts, confidential information, or specific -abilities).'64
160. O.C.G.A. § 13-8-2.1(c)(4), (d) (Supp. 1990).
161. This approach is contrary to California law, which enforces nondisclosure arrangements, but expressly prohibits post-termination employment restrictions on competition.
See CAL. Bus. & PROF. CODE § 16601 (Deering 1990). The public policy behind the California
approach appears to be one that promotes employee mobility and creativity, only limited by
the restriction on use of trade secret information.
162. O.C.G.A. § 13-8-2.1(c)(1)(B) (Supp. 1990). The Restrictive Covenant Act defines a
covered "employee" as
(i) an executive employee, officer, manager, or key employee; (ii) research and development personnel or other persons or entities, including independent contractors, in possession of confidential information that is important to the business;
(iii) any other person or entity, including an independent contractor, in possession
of selective or specialized skills, learning, or abilities or customer contacts or customer information; or (iv) any party to a partnership agreement, franchise, distributorship, license agreement or sales agent, broker, representative, or supervisor. The term "employee", shall not include, however, any employee who lacks
selective or specialized skills, learning, customer contacts, or abilities.
Id.
163. Technology companies often are composed of software developers and programmers, marketing and sales people, and administrative and support staff. In some cases, a
technology manufacturer may employ persons involved in the routine manufacturing process, such as assembly-line personnel, who may not constitute executive or key personnel
possessing specialized skills. In a majority of cases, however, most personnel in a technology
company will satisfy this definition.
164. An unanswered question is the degree to which the Georgia courts will view the
Restrictive Covenant Act as applying to excluded persons under the Restrictive Covenant
Act. For example, will the courts apply the special rules under the new law to nonexecutive
personnel, thus increasing the likelihood that a noncompetition covenant will be enforced
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Second, the Restrictive Covenant Act provides specific safe harbors for
certain restrictive covenants that are presumed to be reasonable. For example, a noncompetition covenant extending for a term of two years and
a nonsolicitation or no-hire covenant extending for a term of three years
after employment are deemed reasonable with respect to their respective
duration.'0 5 Additionally, the new law permits one party to prohibit a restricted party from dealing generally only with competitive products or
services of the type offered within one year prior to termination, even
though the products or services may change during the life of the agreement. 6 ' In some cases it is also now acceptable to define the restricted
territory merely by reference to the areas where the restricted party
167
worked at the time of termination.
Third, the Restrictive Covenant Act eliminates the need for any territorial limitation in connection with nonsolicitation and no-hire covenants. "8 Regarding noncompetition covenants, the Restrictive Covenant
Act provides that the territory may include any area where the restricted
party performed, supervised, or assisted in operations, or where customers or prospective customers with whom the former restricted party dealt
were present." 9
Fourth, the Restrictive Covenant Act also enacts a statutory blue-pencil rule permitting partial enforcement of overbroad restrictive covenants. 7 1 Under current law, a restrictive covenant, other than one included in the sale of a business, will fail in its entirety if the court
determines that it is unreasonable. Under the new statute, a court must
enforce so much of the covenant as it determines necessary to protect the
interests of the party seeking enforcement.
Finally, another significant change implemented by the new law is the
statutory procedure permitting a party to demand: (1) copies of any existing restrictive covenants; (2) clarification of any ambiguity present in
7
existing covenants; and, (3) reformulation of any existing covenants.' '
Either party may take the initiative to provide clarification or reformulation in this manner. Failure of a party to respond to a proper demand
against the party? Assuming the statute withstands constitutional challenge, a Georgia court
undoubtedly will apply prior case law in this instance, thereby providing a basis for the
court to render the covenant unenforceable.
165. O.C.G.A. § 13-8-2.1(c)(6) (Supp. 1990).
166. Id. § 13-8-2.1(e)(2).
167. Id.
168. Id. § 13-8-2.1(c)(3)-(4).
169. Id. § 13-8-2.1(c)(3).
170. Id. § 13-8-2.1(g).
171. Id. § 13-8-2.1(f).
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existing covenant,
within thirty days may limit the enforceability of an
12
particularly if the covenant is unclear or overbroad. 7
Despite the enactment of the Restrictive Covenant Act, existing case
law may still play a significant role in the restrictive covenant area. As
previously stated, application of the Restrictive Covenant Act is limited
to key and executive personnel who possess specialized skills. ' 7 If the
Restrictive Covenant Act does not apply to persons falling outside this
category, then presumably existing case law will control in this instance.
Further, the Restrictive Covenant Act has been challenged on constitutional grounds 174 and future attacks may be premised on its purported
retroactive application to those agreements that currently include restrictive covenants. Thus, there is uncertainty at this time regarding whether
parties should seek to comply with the new law, seek to follow existing
law, or satisfy the requirements of both.
B.

Recent Decisions-Blue-PencilRule

Recent Georgia cases decided before passage of the Restrictive Covenant Act may affect the implementation of the Restrictive Covenant Act's
blue-pencil rule. These cases may be applicable in interpreting the extended ability of courts to revise or narrow an overly-broad restrictive
covenant.' 7 These cases highlight the reluctance of Georgia courts to rewrite or reformulate an otherwise overly broad or unreasonable restrictive
76
covenant.'
In Bulldog Trucking v. Adams,'7 7 defendant Adams sold his controlling
stock in his company, Bulldog Trucking ("Bulldog"). The sales agreement
contained a covenant not to compete that precluded Adams from entering
172. Id. § 13-8-2.1(f)(4).
173. See supra note 162 and accompanying text.
174. See supra note 153 and accompanying text.
175. See supra note 170 and accompanying text.
176. A series of recent Georgia cases, all decided prior to the effective date of the Restrictive Covenant Act, involved traditional questions of interpretation of noncompetition
covenants and illustrate the continued general reluctance of Georgia courts to enforce "unreasonable" restrictions on post-employment activities. See A.L. Williams & Assocs. v. Faircloth, 259 Ga. 767, 386 S.E.2d 151 (1989) (refusing to enforce a forfeiture provision that was
conditioned expressly upon an invalid restrictive covenant); Dronzek v. Vaughn, 191 Ga.
App. 468, 382 S.E.2d 188 (1989) (upholding a severance agreement that permitted a former
employer to stop making severance payments if the former employee began soliciting clients
of the former employer); Moore v. Preferred Research, Inc., 191 Ga. App. 26, 381 S.E.2d 72
(1989) (upholding a noncompetition covenant included in a license agreement that prevented a party from competing with respect to specified procedures "and related services");
Specialized Alarm Servs., Inc. v. Kauska, 189 Ga. App. '863, 377 S.E.2d 703 (1989) (striking
down a nonsolicitation covenant that contained no territorial parameter).
177. 259 Ga. 382, 380 S.E.2d 702 (1989).
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into direct competition with Bulldog for one year after the date of his
termination. The covenant defined termination as "no employment or no
consultation for a period of One Hundred Twenty (120) days. 178 The
Georgia Supreme Court reversed the trial court's grant of a temporary
restraining order against Adams, based on ambiguity within the covenant
not to compete. 17 9 Specifically, the court concluded that "[i]t [was] unclear from the face of the agreement whether 'One Hundred Twenty
Days' modified both 'employment' and 'consultation', as Bulldog argued,
or only 'consultation,' as Adams argued."I" Since the court generally does
not revise noncompetition covenants except with regard to limitation of
the territorial scope,'1 s8'2 the court did not attempt to speculate as to the
intent of the parties.
In Reed v. Eastern Electric Apparatus Repair Co.,1

3

plaintiff, an em-

ployee of defendant company, entered into an agreement in which, upon
termination, he agreed not to engage in a competitive business within a
thirty-one state area."8 After he left the company, plaintiff sought a court
order invalidating the restrictive covenant.18 5 The Georgia Court of Appeals affirmed the lower court decision that the agreement was unenforceable, but subject to revision under the blue-pencil doctrine.1 86 The court
examined the background facts leading up to the signing of the restrictive
covenant and concluded that the noncompete provision was ancillary to
the sale of the business. 87 The court of appeals remanded the case to the
trial court to determine whether the court should "'[require] the seller to
do that which the buyer and seller bargained for, yet in a smaller area
than that agreed to by the seller.'

"188

178. Id. at 383, 380 S.E.2d at 703.
179. Id. at 383-84, 380 S.E.2d at 703-04.
180. Id. at 383, 380 S.E.2d at 703.
181. See Jenkins v. Jenkins Irrigation, Inc., 244 Ga. 95, 101, 259 S.E.2d 47, 51-52 (1979).
182. 259 Ga. at 382-84, 380 S.E.2d at 703-04.
183. 194 Ga. App. 650, 391 S.E.2d 472 (1990).
184. Id. at 650, 391 S.E.2d at 472. The restrictive covenant in the employment contract
provided that plaintiff would not
during the term of the Agreement and for a period of two years following the
termination of this Agreement ... either separately or in association with any
other person or entity, directly or indirectly, engage in the business of manufacturing, developing, selling, leasing, licensing, or otherwise marketing a business for
the service and repair of electrical apparatus and products in the [31] states listed

Id.
185. Id.
186. Id.
187. Id.
188. Id. at 652, 391 S.E.2d at 473 (quoting White v. Fletcher/Mayo/Assocs., 251 Ga. 203,
206, 303 S.E.2d 746, 749 (1983)).
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In another case involving the sale of a business, Annis v.Tomberlin &
Shelnutt Associates, Inc.,'"9 plaintiff was an employee of defendant, a
pest control company, and a member of the family that previously had
owned the business. When defendant purchased the company, plaintiff
retained a small equity interest in the business. The stock purchase
agreement included restrictive covenants that prevented plaintiff from
working for a competitor within a fifty-mile radius of the business for
three years. Another agreement, a repurchase plan, also reiterated the restrictive covenant. Plaintiff left the company after working for defendant
for over a year. After plaintif's departure, the parties entered into an
additional agreement that allowed defendant to purchase plaintiff's stock
in the business and that limited the restrictive covenant to eighteen
months. Subsequently, plaintiff went to work for another pest control
business and claimed that defendant defaulted on the stock purchase
agreement by not making timely payments. Plaintiff sued for acceleration
of the payments and a court order rendering the restrictive covenant unenforceable. Defendant counterclaimed, charging that plaintiff unlawfully
went to work for another company and had stolen property, namely a list
of defendant's accounts. 90 In Annis the court of appeals affirmed a ruling
that plaintiff was liable for breach of the restrictive covenant.' 9' The
court concluded that there was ample evidence that plaintiff had acted in
bad faith, had taken the property in question, and had provided it to a
competitor, resulting in severe damage to defendant. 92 The court found
the restrictive covenant reasonable in light of the business
circumstances.' 93
In Lyle v.Memar'14 the court faced a fact pattern similar to that in
Annis. The purchaser of a business attempted to prevent the seller from
competing after the seller left the purchaser's employment. Both the contract for the sale of the business and the accompanying employment
agreement contained restrictive covenants that purported to prevent the
9 5 The court noted well-estabseller from competing with the business.1
lished case law in support of the position that covenants contained in
contracts for the sale of a business, unlike covenants contained in con.tracts of employment, can be blue-penciled to make them valid.'9 " The
189,
190.
191.
192.
193.
194.
195.
196.

195 Ga. App. 27, 392 S.E.2d 717 (1990).
Id. at 27-30, 392 S.E.2d at 719-21.
Id. at 30-32, 392 S.E.2d at 722-23.
Id. at 35, 392 S.E.2d at 725.
Id. at 31, 392 S.E.2d at 722.
259 Ga. 209, 378 S.E:2d 465 (1989).
Id. at 209, 378 S.E.2d at 466.
Id. at 210, 378 S.E.2d at 466 (citing Watson v. Waffle House, Inc., 253 Ga. 671, 324

S.E.2d 175 (1985)).
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Georgia Supreme Court then established a new legal principle for the
courts to follow when interpreting both an employment agreement and a
contract covering the sale of a business: "We find now that if a contract
for the sale of a business and an employment -contract are part of the
same transaction they may be construed together to supply missing elements and blue penciled to make overbroad terms valid."'" 7 The supreme
court in Lyle concluded that neither agreement, standing alone, was
valid. 9 s The court then addressed the question of whether the contracts
could be construed together to supply the missing terms, thereby making
the agreements enforceable.' 9 The court noted that since neither of the
two contracts were signed contemporaneously (one was signed in November 1986 and the other in June 1988) nor between the same parties, the
agreements should not be construed together.2 0 0 The court expressly reserved the question whether an employment agreement can be construed
with a contemporaneously-signed sales agreement.20
In Hamrick v. Kelley,2 2 another recent decision on the "blue-pencil"
issue, the Georgia Supreme'Court refused to reformulate a covenant not
to compete determined to be "void for vagueness. ' 20 3 The covenant not to
compete was contained in a contract for the sale of the business and prohibited competition by the sellers "in a seventy-five (75) mile radius of
the Metro Atlanta, Georgia, area. ' 20 4 The trial court concluded that the
covenant was too vague and therefore unenforceable. Nonetheless, the
lower court exercised its discretion under the blue-pencil doctrine and revised the covenant to enjoin competition with a fifty mile radius of Win20
ston, Georgia. 1
The supreme court reversed the decision of the lower court, holding
that "a trial court may not under the guise of the 'blue pencil' method
reform a contract which is otherwise unenforceable by reason of vagueness." 20 The analysis of the court is informative with respect to -the possible future limitations of the blue-pencil doctrine under the Restrictive
Covenant Act.
The restriction sought to be imposed here is upon competition in a seventy-five mile radius of the Metro Atlanta, Georgia area. We find that
197.
198.
199.
200.
201.
202.
203.
204.
205.
206.

Id.
Id.
Id.
Id., 378 S.E.2d at 466-67.
Id. at 210, 378 S.E.2d at 467.
260 Ga. 307, 392 S.E.2d 518 (1990).
Id. at 308, 392 S.E.2d at 519.
Id. at 307, 392 S.E.2d at 518.
Id.
Id. at 308, 392 S.E.2d at 519.
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such a radius is impossible to define because there is no clear definition
of the area comprising Metro Atlanta, Georgia. We are unable to ascertain whether it means the Standard Metropolitan Statistical Area designated by the United States Census Bureau which changes over time, the
counties comprising the Atlanta Regional Commission, or some other geographic designation. For this reason, the contract must fall for lack of
clarity in delineating the area restricted from competition. While unreasonableness as to the area may be corrected.by the "blue pencil" in a
contract for the sale of the business, we find no law authorizing such a
"blue pencil" correction for vagueness.
The "blue pencil" marks, but it does not write. It may limit an area,
thus making it reasonable, but it may not rewrite a contract void for
making it definite by designating a new, clearly demarcated
vagueness,
2 07
area.
Judge Benham entered a thoughtful dissent."' He noted that the decision of the majority destroyed an agreement made by the parties, even
though the blue-pencil doctrine could be used to revise the covenant in a
reasonable fashion.208 In reviewing the territorial limitation (" 'a seventyfive mile radius of the Metro Atlanta, Georgia area' "), Judge Benham
recited his interpretation of the restrictive covenant:
The use of the word "radius" presupposes a circle, the center of which is
the center of the Metro Atlanta area. It takes no considerable construction to place the center of that circle in the middle of downtown Atlanta,
giving a clear starting place from measuring the area in which Mr. Hamrick agreed not to compete with Kelley21
The dissent noted the importance of respecting the trial court's exercise
of discretion when interpreting and applying the blue-pencil doctrine."'
C. Fiduciary Duty
Businesses often face difficulties in finding and retaining qualified employees, especially in light of the unique technical skills that are often
required by technology companies. Once an employee is hired, the employer faces the additional challenge of motivating the person and cultivating the entrepreneurial desires often harbored by technically skilled
employees. Frequently, these technically-inclined persons refuse to sign
207. Id.
208. Id. (Benham, J., dissenting).
209. Id. at 309, 392 S.E.2d at 519.
210. Id. at 309-10, 392 S.E.2d at 520.
211. Id. at 310, 392 S.E.2d at 520. Judge Benham concluded by stating that "twle should
respect that exercise of discretion and uphold the portion of the order blue-penciling the
territorial restriction." Id.
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employment agreements containing covenants not to compete and nonsolicitation provisions, which leaves the company with limited means of
protecting intellectual property. In this environment, a departing employee may be confronted with a claim for breach of a fiduciary duty to
the employer.
Two recent cases from the Georgia Supreme Court addressed the scope
of this fiduciary duty. In American Buildings Co. v. Pascoe Building System, 1 2 Pascoe Building Systems ("Pascoe") charged two former employees with breach of fiduciary duty owed to their former employer and with
tortious interference with employee relations. The former employees,
Pope and Mehaffey, left Pascoe after Pascoe had undergone various corporate reorganizations and because of general dissatisfaction with the operation of the company. They then accepted employment with' American
Buildings Company ("American"). Apparently, several employees of Pascoe then approached one Pope, informing him of widespread employee
dissatisfaction and of their desire to seek employment elsewhere. Seventeen Pascoe employees subsequently submitted resumes to American.
Nine were offered jobs, and seven accepted employment. In response to
this exodus of employee talent, Pascoe filed suit, charging that defendants, acting separately and in concert, wrongfully solicited and induced
Pascoe employees to leave the company, and that these activities constituted tortious interference with employee relations and an unlawful restraint of trade and unfair competition. The evidence presented at trial
indicated that the employees left their former employer because they
were both insecure in their job positions and dissatisfied. The employees
testified that there were no disparaging or false statements made to them
concerning Pascoe 2 13
The supreme court held that. the evidence supported neither an injunction to preclude defendants from soliciting, inducing, or recruiting Pascoe
employees nor a finding of tortious interference.2 4 The court asserted
that the "privilege of fair competition" protected the actions of American
in establishing a new.business office in close proximity to a competitor,
Pascoe.2 ' In defining the scope of this privilege, the court stated:
When the competitor solicits employment applications that the plaintiff's at-will employees respond to, this too is a matter of fair competition. This Court has, however, "recognize[d] there are limits to the kinds
of inducement [of at-will employees] which may be permitted ... [and
has] adopt[ed] the theory of privilege as set out in the Restatement,

212.
213.
214.
215.

260 Ga. 346, 392 S.E.2d 860 (1990).
Id. at 346-48, 392 S.E.2d at 862-63.
Id. at 348, 392 S.E.2d at 863.
Id.
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Torts, § 768, including the limitations upon which the privilege rests."
The competitor's privilege is lost when an illegal restraint of trade or
competition under federal or state statutes is created or continued or
when wrongful means in the solicitation of employees are utilized. Such
wrongful means generally involve predatory tactics such as physical violence, fraud or misrepresentation, defamation, use of confidential information, abusive civil suits, and unwarranted criminal prosecutions.216
The supreme court concluded that American had not engaged in an illegal restraint of trade and had not utilized wrongful means in commencing
its Georgia operation or recruiting employees of Pasco.21'
More importantly, the court determined that the former employees of
Pasco, Pope and Mehaffey, did not violate a fiduciary duty to their former employer." ' Rather, they exercised their individual rights within the
confines of the law. 2 1'9 As the court noted:
When corporate officers have embarked upon an enterprise in competition with the corporation to which fiduciary duties were owed, their conduct has been held to be actionable when they have engaged in breaches
of their fiduciary duties before termination of their at-will employment.
Such breaches of fiduciary duty have generally originated with the defendants' forming the competitive enterprise while still employed by the
plaintiff and attracting away all or a large percentage of the personnel
upon whom the plaintiff depended to function; the wrongful means generally have consisted of unauthorized use of confidential. information,
defamation, and misrepresentations as to the plaintiff's financial
solvency.22
Based on a review
attributable to the
dissatisfaction with
concluded that the
mer employees had

of the record, the court found no improper actions
former employees, other than general statements of
their previous jobs at Pascoe. "2 ' Therefore, the court
record did not support a determination that the for222
committed a tort.

216. Id. at 348-49, 392 S.E.2d at 863 (citations omitted).
217. Id.at 349, 392 S.E.2d at 863-64.
218. Id., 392 S.E.2d at 864.
219. Id.
220. Id. (citations omitted).
221. Id.
222. Id. The more interesting question in the technology area is one of an employee who
begins a separate business while still employed. An after-hours hobby may begin out of the
employee's home and soon grow into a full business venture. The extracurricular business
activity may not be directly competitive with the current employer. Unless wrongful means
are used by the employee in establishing the new business, it can be asserted that the afterhours business does not constitute a breach of a fiduciary duty or other violation of the law.
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Plaintiff also alleged a breach of fiduciary duty in E.H. Crump Co. v.
Millar.22 3 Plaintiff, Millar, charged E.H. Crump Company ("Crump"), its
president, and a senior vice president with fraud, defamation, and tortious interference with contractual relations. Millar alleged that Crump
owed him payment as compensation for his former employment. In response, Crump counterclaimed, seeking damages and a permanent injunction on the grounds that Millar had breached his fiduciary duties and a
noncompetition covenant." Based on the evidence presented at trial, the
Georgia Court of Appeals concluded that Millar had earned the compensation in question prior to any alleged breach of a fiduciary duty. 225 The
court concluded that Millar was entitled to compensation for the period
of time during which he acted in a fiduciary manner and cited O.C.G.A. §
10-6-31 in support of its holding. That Code section provides that: "An
agent who shall have discharged his duty shall be entitled to his commission and all necessary expenses incurred about the business of his principal. If he shall have violated his engagement, he shall be entitled to no
commission.

'226

In a lengthy dissent, Judge Beasley concluded that there

was evidence to support a finding of disloyalty by the former employee at
an earlier date than determined by the majority. 227 Consequently, the dissent concluded that the former employee was not entitled to commissions
since he had
violated his agreement and breached a fiduciary duty to his
228
employer.
VI. COPYRIGHT AND FINE ART
A.

Copyright Protection

Issues of copyright protection are the enclave of the federal courts and
20
Congress. 2 9 The United States Copyright Act (the "Copyright Act")
establishes protection for the expression of ideas and has been amended
significantly to bring United States law into conformity with the Berne
223. 194 Ga. App. 687, 391 S.E.2d 775 (1990).
224. Id. at 687, 391 S.E.2d at 776.
225. Id. at 687-88, 391 S.E.2d at 776-77.
226. O.C.G.A. § 10-6-31 (1989).
227. 194 Ga. App. at 688, 391 S.E.2d at 777 (Beasley, J., dissenting).
228. Id. at 692, 391 S.E.2d at 780 (Beasley, J., dissenting); see also Pittard Mach. Co. v.
Mitsubishi Int'l, 192 Ga. App. 270, 384 S.E.2d 423 (1989) (discussing when an employee is
the "procuring cause" of a sale, thereby entitled to commissions under the contract).
229. See Sears, Roebuck & Co. v. Stiffel Co., 376 U.S. 225 (1964); Vault Corp. v. Quaid
Software, Ltd., 847 F.2d 255 (5th Cir. 1988).
230. An Act for the General Revision of the Copyright Law, Title 17 of the United
States Code, Pub.,L. No. 94-553, 90 Stat. 2541 (1976) (codified as amended at 17 U.S.C. §§
101-914 (1988)).
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Convention.2 31 A number of recent federal decisions rendered in the
Northern District of Georgia during this survey period relate to copyright
matters2 3 1 Of national significance are the decisions relating application
of the copyright laws to technological developments. "
The Federal District Court for the Northern District of Georgia decided Digital Communications Associates v. Softklone Distributing
Corp.,2 34 one of the country's most significant computer software copy-

right cases. Although the court rendered this decision in 1987, this case
serves as the springboard for several recent copyright decisions that
of protection for intellectual property in the
greatly expand the scope
23 5
computer software field.

Softklone represented a major extension of traditional software copyright infringement cases. Defendant, Softklone, was charged with copying
the elements of the user interface for the CROSSTALK software program.2 3 6 After analyzing other copyright infringement cases in the com-

231. The United States finally became a member of the Berne Convention, effective
March 1, 1989, through the passage of the Berne Convention Implementation Act of 1988,
Pub. L. No. 100-568, 102 Stat. 2853 (codified as amended in scattered sections of 17 U.S.C.).
Most developed countries have adopted the Berne Convention. The new amendments to the
Copyright Act provide added protection for United States authors in foreign countries, eliminate the mandatory copyright notice requirement, and simplify certain procedural matters.
232. See Howard v. Sterchi, 725 F. Supp. 1572 (N.D. Ga. 1989) (copyright on floor plans
held invalid based on failure to affix copyright notice under Copyright Act of 1976); Cable
News Network v.Video Monitoring Servs., Inc., 723 F. Supp. 765 (N.D. Ga. 1989) (interpreting the Georgia long-arm statute in the context of alleged violations of federal copyright
and communications laws); Intown Enters. v. Barnes, 721 F. Supp. 1263 (N.D. Ga. 1989)
(architectural plans held to be owned by plaintiff under the work made for hire doctrine);
Georgia Television Co. v. TV News Clips, Inc., 718 F. Supp. 939 (N.D. Ga. 1989) (defendants enjoined from copying or selling copies of television station's broadcast news, public
affairs, or other locally produced programs).
233. In 1980 Congress expressly extended the copyright laws to computer software programs and defined "computer program" as being "a set of statements or instructions to be
used directly or indirectly in a computer in order to bring about a certain result." Computer
Software Copyright Act of 1980, Pub. L. No. 96-517, 94 Stat. 3028 (codified as amended at
17 U.S.C. §§ 101, 117 (1988)).
234. 659 F. Supp. 449 (N.D. Ga. 1987).
235. See Lotus Dev. Corp. v. Paperback Software Int'l, 740 F. Supp. 37 (D. Mass. 1990)
(holding that Paperback Software had infringed on certain nonliteral elements of the Lotus
1-2-3 computer software program). Judge Keeton cited Softklone as authority throughout
the decision. Lotus filed this lawsuit shortly after the court rendered its decision in Softklone, thus taking advantage of the extended copyright protection provided by Softklone to
a user interface and other nonliteral elements of a software program. Id.
236. 659 F. Supp. at 454. Microstuf, Inc., a Georgia corporation, originally developed the
CROSSTALK software program. The program quickly became the leading microcomputer
communications software program, surpassing programs' from dozens of other companies
that had developed computer programs with similar functionability. The CROSSTALK program is "command driven," meaning that a user must understand and comprehend certain
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puter software field, Judge O'Kelley concluded that Softklone had violated the copyright obtained by Digital Communications in the user
interface or status screen of the software program and enjoined
defendant
3
from continued use of the CROSSTALK status screen. 7
The decision in Softklone has had a significant impact on the development of copyright protection for software programs. In .addition to serving as a catalyst for other companies to initiate similar copyright lawsuits,
the case resulted in the filing of an avalanche of copyright applications
with the United States Copyright Office (the "Copyright Office") by
software companies seeking protection for their screen displays and user
interfaces. In response, the Copyright Office began administrative hearings to determine the procedures for filing a computer program and its
component parts With the Copyright Office in order to obtain registration
of the work of authorship. Two principal positions were espoused during
the hearings: (1) separate copyright applications should be permitted to
register screen displays and user interfaces as separate works of authorship; and (2) a single registration of the underlying computer software
code should protect the various components of the software program, including the user interface.238 After a lengthy debate, the Copyright Office
opted for the second approach, asserting that a registration by a software
company of the underlying source code for the program also serves as
registration of the other components, such as the nonliteral elements of
the software program's screen display and user interface. 3 9 Despite criticism of this decision and of the Copyright Office's policies in this area,24 0
the recent decision in Lotus Development Corp. v. Paperback Software
2 4 supports the Copyright Office's conclusion in this area. 42
International
words or commands that are inputted into the computer in order to activate certain functions. The manner of presenting these commands and other information on the screen composes the so-called user interface or screen display. Although dozens of communication
software programs have been developed, the CROSSTALK user interface was different
from, and apparently was viewed by many computer users as superior to, all the rest. The
competitive edge acquired by Microstuf through the user interface was diminished by Softklone's use of a product (marketed under the trademark MIRROR) containing an interface
virtually identical to the CROSSTALK user interface.
237. Id. at 465.
238. See RegistrationDecision: Registration and Deposit of Computer Screen Displays,
100th Cong., 2d Seas. 1818 (1988) (administrative hearings of Copyright Office).
239. See id.
240. See Atari Games Corp. v. Oman, 888 F.2d 878 (D.C. Cir. 1989).
241. 740 F. Supp. 37 (D. Mass. 1990).
242. Softklone represents a unique decision, since it occurred prior to the administrative
ruling by the Copyright Office regarding registration of a software program. The Copyright
Office did permit Digital Communications' predecessor in interest, Microstuf, Inc., to register the status screen user interface of the CROSSTALK software program as a separate
work of authorship. In Lotus the Copyright Office denied Lotus Development Corporation's
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B. Rights in Works of Fine Art
The Rights in Works of Fine Art Act (the "Fine Arts Act")24 3 became
effective in Georgia on July 1, 1990. The Fine Arts Act focuses on a "work
of fine art," which is defined as "any work of visual or graphic art of any
media, including, but not limited to, fine art, fine print, or film.""' The
Fine Arts Act does not limit the definition of a "work of fine art" simply
to "fine art" (which is also defined in the Fine Arts Act as "a painting,
sculpture, drawing, photograph, craft work, fiber art, or work of graphic
art").2 45 Rather, the common element for a "work of fine art" appears to
be that the work is composed of "art," a term that the Fine Arts Act does
not define.2 46 A "work of fine art" could therefore include a broad range
of artistic creations-from a famous painting created by Rembrandt to
simple craft work.
The Fine Arts Act imposes four principal restrictions on works of art.
First, if a work of fine art is sold on behalf of the creating, artist, the right
of reproduction is reserved to the grantor, unless the right is transferred
in writing. Second, if a party is granted the right to reproduce, prepare
derivative works, distribute copies, or publicly display a work of fine art,
ownership of the physical work of fine art remains with and is reserved by
the artist or owner, unless transferred in writing. Third, any ambiguity
with respect to the rights conveyed is to be resolved in favor of the reservation of rights by the artist or owner. Finally, any printer247 who duplicates a work of fine art for payment of more than $1,000 must obtain an
affidavit from the customer 48 attesting that the printer has obtained "legal rights authorizing . .. [the] duplication or that those rights have
passed into the public domain pursuant to federal copyright laws." 24 9

The Fine Arts Act applies to sales, transfers, and conveyances made on
or after July 1, 1990, and to agreements to duplicate a work of fine art
made on or after July 1, 1990. Additionally, a violation of the fourth secefforts to register its user interface. That ruling, however, did not prove detrimental to the
position of Lotus as finally determined by the court. Id.at 83.
243. Act approved Mar. 13, 1990, No. 751, 1990 Ga. Laws 164 (codified at O.C.G.A. § 101-510 (Supp. 1990)).
244. O.C.G.A. § 10-1-510(a)(8) (Supp. 1990).
245. Id. § 10-1-510(a)(4).

246. The Fine Arts Act does define an "artist" as "the creator of a work of fine art." Id.
§ 10-1-510(a)(1).
247. A "printer" is defined in the Fine Arts Act as the "person who contracts to dupli-

cate a work of fine art for a customer." Id. § 10-1-510(a)(7).
248. A "customer" is defined under the Fine Arts Act as "a person who contracts to have
a printer duplicate a work of fine art." Id. § 10-1-510(a)(2).
249. Id. § 10-1-510(e).
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tion of the Fine Arts Act, relating to the duplication of a work of fine art
by a printer, constitutes a misdemeanor under Georgia law.2 50
The drafter of the Fine Arts Act appears to have been aware of the
possible problems with the federal preemption mandated under the
Copyright Act.2" In an effort to avoid these problems, the Fine Arts Act
specifies in several places that federal copyright law may override its restrictions. For example, the Fine Arts Act provides that "[n]othing contained in this Code section is intended to prohibit the fair use, as defined
in the federal copyright law, of such work of fine art. '252 Similarly, the
third restriction of the Fine Arts Act provides for reservation of rights by
the author, "unless in any given case the federal copyright law provides
the contrary."25 8 Finally, the fourth restriction of the Fine Arts Act provides that the affidavit submitted by the printer must either verify the
legal right to authorize the duplication, or verify that those rights 14have
2
passed into the public domain pursuant to federal copyright laws.
Despite efforts to avoid preemption, a court considering an action
under the Fine Arts Act may find it wholly or partially preempted by
federal law. The Eleventh Circuit Court of Appeals has established a twoprong test for preemption determinations.255 That test requires the court
to determine: (1) Whether the rights at issue fall within the subject matter of copyright set forth in sections 102 and 103 of the Copyright Act;
equivalent to the exclusive rights
and, (2) whether the rights at issue 2are
6
in section 106 of the Copyright Act.
The subject matter test requires comparison of the material protected
by the state act to the subject matter of copyright defined in sections 102
and 103 of the Copyright Act. Section 102 lists pictorial, graphic, and

Id. § 10-1-510(g).
Section 301(a) of the Copyright Act provides that:
On and after January 1, 1978, all legal or equitable rights that are equivalent to
any of the exclusive rights within the general scope of copyright as specified by
section 106 in works of authorship that are fixed in a tangible medium of expression and come within the subject matter of copyright as specified by sections 102
and 103, whether created before or after that date and whether published or unpublished, are governed exclusively by this title. Thereafter, no person is entitled
to any such right or equivalent right in any such work under the common law or
statutes of any State.
17 U.S.C. § 301(a) (1988).
252. O.C.G.A. § 10-1-510(b) (Supp. 1990) (citing 17 U.S.C. § 107 (1988)).
253. Id. 5 10-1-510(d) (citing 17 U.S.C. §§ 1-94 (1988)).
254. Id. § 10-1-510(e).
255. See Crow v. Wainwright, 720 F.2d 1224, 1225 (11th Cir. 1983), cert. denied, 469
U.S. 819 (1984).
256. Id. at 1225-26; see also Donald Frederick Evans & Assocs. v. Continental Homes,
Inc., 785 F.2d 897, 914 (11th Cir. 1986); Howard v. Sterchi, 725 F. Supp. 1572, 1578 (N.D.
Ga. 1989).
250.
251.
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sculptural works, and motion pictures and other audiovisual works. '
Section 101 of the Copyright Act defines pictorial, graphic, and sculptural
works as including "works of fine, graphic, and applied art, photographs,
prints and art reproductions," and defines audiovisual works to include
films. 25 8 The subject matter of the Fine Arts Act includes fine art, graphic
art, photographs, fine prints, sculpture, and film, and it clearly overlaps
the subject matter of copyright. ' 9
. The equivalent rights test focuses on section 106 of the Copyright
Act,
which identifies the exclusive rights of the owner of a copyright. ' ° Those
rights include reproduction, preparation of derivative works, distribution
of copies, and public display of the copyrighted work. ' The Fine Arts
Act addresses each of these rights. In applying the equivalent rights test,
courts generally require that the state cause of action to protect the right
contain an extra element absent from an action for copyright infringement. "2 Professor Nifiamer explained the test for determining equivalent
rights in the following manner:
If under state law the act of production, performance, distribution or display ... will in itself infringe the state created right, then such right is
preempted. But if other elements are required, in addition to or instead
of, the acts of reproduction, performance, distribution or display, in order to constitute a state created cause of action, then the right does not
lie "within 6 2 the general scope of copyright," and there is no
preemption.
The act of reproduction by a transferee of a work of fine art, in itself,
violates the Fine Arts Act, unless the right of reproduction is transferred
expressly in writing. An action under O.C.G.A. § 10-1-510(b) simply requires proof of creation by the plaintiff (originality) and reproduction of a
work of fine art without the permission of the artist.264 The same proof
supports a claim of copyright infringement under the Copyright Act. 26 5 A
careful analysis of other sections of the Fine Arts Act yields the same

257. 17 U.S.C. § 102(a)(5)-(6) (1988).
258. Id. § 101.
259. Id.
260. Id. § 106.
261. Id.
262. See Crow v. Wainwright, 720 F.2d 1224, 1226 (l1th Cir. 1983), cert. denied, 469
U.S. 819 (1984); Pacific & S. v. Satellite Broadcast Networks, 694 F. Supp. 1565, 1573 (N.D.
Ga. 1988).
263. 1*M. NIMMER, NIMMER ON COPYRIGHT § 1.0liBI, at 1-13 to 1-14 (1963) (footnotes
omitted).
264. O.C.G.A. § 10-1-510(b) (Supp. 1990).
265. 17 U.S.C. § 106.
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conclusion. Most likely, a court asked to grant relief under the Fine Arts
Act will find the statute preempted by section 301 of the Copyright Act.
VII.

COMPUTER CRIME

The criminal justice system provides an unexpected source of support
for the rights of intellectual property owners. Under state and federal
criminal statutes, prosecutions have commenced against computer users
who have gained unauthorized access to computer systems or who intentionally have altered data or information within a computer system."' 6
In 1981 the Georgia General Assembly passed the Georgia Computer
Systems Protection Act (the "Computer Protection Act").26 7 The legislature patterned the Computer Protection Act after similar computer criminal statutes, most notably the Florida Computer Crimes Act.2 ".The legislature noted that the intent of the Computer Protection Act was to
thwart the growing problem of computer crime in the government and
private sectors and to address the current difficulty of prosecuting computer criminals under previously existing Georgia criminal statutes. 6 9
The key criminal provision of the Computer Protection Act reads as
follows:
(a) Any person who knowingly and willfully, directly or indirectly, without authorization, accesses, causes to be accessed, or attempts to access
any computer, computer system, computer network, or any part thereof
which, in whole or in part, operates in commerce or is owned by, under
contract to, or in conjunction with state, county, or local government or
any branch, department, or agency thereof, any business, or any entity
operating in or affecting commerce for the purpose of:
(1) Devising or executing any scheme or artifice to defraud; or
(2) Obtaining money, property, or services for themselves or
anothbr by means of false or fraudulent pretenses, representations, or promises, upon conviction thereof, shall be fined a sum
266. Note that the criminal laws generally prohibit intentional acts that affect or alter
data in a computer system. An important line must be drawn between'an intent to destroy
or alter computer data, as opposed to an unintentional alteration. The software programming community is particularly concerned that an unintended computer bug or malfunction
in a software program could trigger a criminal statute resulting in criminal sanctions against
the computer programmer,
267. 1981 Ga. Laws 947 (codified as amended at O.C.G.A. §§ 16-9-90 to -95 (1988 &
Supp. 1990)). For a discussion of the scope of the Georgia Computer Systems Protection
Act, see Cooper & Somervill, Corporate Software Piracy: Is Your Client (or Your Firm)
Liable?, 22 GA. ST. B.J. 30 (1985).
268. FLA. STAT, § 815.02 (1978).
269. O.C.G.A. § 16-9-91 (1988).
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of not more than two and one-half times the amount of fraud or
theft or imprisoned not more than 15 years, or both.
(b) Any person who intentionally and without authorization, directly
or indirectly accesses, alters, damages, destroys, or attempts to damage
or destroy any computer, computer system, or computer network, or any
computer software, program, or data, upon conviction thereof, shall be
fined not
more than $50,000.00 or imprisoned not more than 15 years, or
0
27

both.

This Georgia criminal law includes a detailed set of definitions."' For
purposes of prosecution under the law, the definition of "access"-"to approach, instruct, communicate with, store data in, retrieve data from, or
otherwise make use of any resources of a computer, computer system, or
computer network" 272 -is pivotal. Given the recurring pattern of com27
puter crimes resulting from unauthorized access to computer systems, 1
subsection (b) will most likely be the principal criminal statute used to
prosecute violations of the law. 4
270, Id. § 16-9-93.
271. Id. § 16-9-92 (1988 & Supp. 1990).
272. Id. § 16-9-92(1). The Computer Protection Act also defines the following terms:
computer, computer network, computer program, computer software, computer system,
data, financial instruments, property, and services. Id. § 16-9-92. At least one state court
decision has challenged the enforceability of computer crime statutes. Louisiana v. Azar, 539
So. 2d 1222 (La.), cert. denied, 110 S. Ct. 82 (1989). In-Azar the Louisiana computer fraud
statute, LA. REV. STAT. ANN. § 14:73.5 (West 1990), was challenged as being unclear and
vague as to the prohibited conduct. 539 So. 2d at 1224. The Supreme Court of Louisiana
concluded that the law was not unconstitutionally vague and reversed the lower court. Id. at
1226. In light of the expected increase in prosecutions under the Computer Protection Act,
similar constitutional challenges are anticipated, especially given the broad definition of
"access" included in the statute.
273. Most reported computer crimes appear to be the result of teenagers engaged in the
unauthorized access to computer systems as part of a game or challenge with their peers.
274. O.C.G.A. § 16-9-95 (1988). The Computer Protection Act imposes a duty to report
violations of the law. The section reads as follows:
It is the duty of every business; partnership; college; university; person; state,
county, or local governmental agency or department or branch thereof; corporation; or other business entity which has reasonable grounds to believe that a violation of this article has been committed to report promptly the suspected violation
to law enforcement authorities. When acting in good faith, such business; partnership; college; university; person; state, county, or local governmental agency or department or branch thereof; corporation; or other business entity shall be immune
from any civil liability for such reporting.
Id. This reporting obligation has stirred controversy in states such as California that have
considered similar reporting obligations. The criticism of this provision stems from the desire by most computer owners, especially financial institutions, brokerage houses, and governmental agencies, to minimize the publicity surrounding a computer break-in.
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In one of the first actions against a computer criminal in the state, the
Superior Court of Fulton County handed down an indictment against
Darren P. McKeeman and Anthony C. Blackburn, two nineteen-year olds
also known respectively as Time Lord and INXS, their computer user
names. The indictment charged both teenagers with violation of the Computer Protection Act. Subsequently, both were convicted. The court sentenced McKeeman to seven years probation, fined him $10,000, and required him to pay restitution of $6,000. The court sentenced Blackburn
to ten years in prison and required him to pay restitution in the amount
of $5,985. The case arose out of a continuing pattern of electronic breakins into the computer system of the Georgia World Congress Center during which the perpetrators destroyed the programs used for payroll, show
scheduling, and other functions."' Defendants' exploits included actual
on-line conversations between the computer hackers and legitimate users
of the system. After obtaining valuable passwords and the identifications
used to access the system, defendants reportedly deleted numerous files,
including sales data, maintenance information, and payroll and accounting records. The hackers apparently became more destructive over time,
raiding electronic mailboxes and reading, answering, and deleting
messages. As they engaged in an ongoing pattern of criminal activity, the
hackers apparently believed they were immune from detection. 7
In State v. Lloyd, 277 Lloyd was indicted in Lowndes County Superior
Court on November 10, 1989, for violation of section 16-9-93(b) of the
Computer Protection Act. Although the reported facts supporting the indictment are sparse, Lloyd was charged with unlawfully, knowingly, willfully, and intentionally altering computer data in the computer system at
Valdosta State College without authorization. Apparently, Lloyd, an employee of the college, altered accounting data in the monthly financial
reports of the college in order to conceal that he had transferred funds
into a personal brokerage account." 8

275. The case was reported in the Atlanta J. Const., Feb. 13, 1988, at 1, col. 1.
276. The brazen attitude of the hackers was reported in the following newspaper account
by one of the authorized users of the computer system.
Someone sent me an electronic mail message indicating that only two items in [a]
file were working ... the hacker read that message, thanked the person for informing him of the two [files] he missed and proceeded to delete the remaining
two records. After that time, the hacker found it was easier to delete the entire file
and leave no trace of it rather than delete it a record at a time.
277. No. 89-CRP-56-185 (Nov. 10, 1989).
278. Lloyd established a separate corporate' brokerage account with a securities firm in
the name of Valdosta State College and transferred funds into the account for his own personal use.
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On the federal level, the Computer Fraud and Abuse Act of 198679 (the
"Computer Fraud Act") has served as the basis for several indictments
involving Georgia residents. In May 1989 a fifteen-year old high school
student in Cobb County, Georgia was charged with violating the federal
law as a result of his involvement in a computer ring that conspired to
steal telephone and computer services from various companies and organizations. Once again the facts surrounding the computer abuse are
sketchy, but the district attorney did reveal certain aspects of the
charges. The suspected violations included the illegal possession, trafficking, and marketing of commercial card numbers (namely Visa, Mastercard, and American Express) and telephone calling card numbers (including U.S. Sprint, MCI, and ITT). The 'hackers allegedly tapped into
various corporate and government voice mail systems to disseminate the
numbers.- The resulting losses were substantially more than $200,000.1s 0
In another recent federal case, the Computer Fraud Act was again used
to prosecute a ring of computer criminals.""' Three Atlanta men pled
guilty to charges involVing a scheme to defraud Southern Bell Telephone
and Telegraph Company and BellSouth Advanced Network of valuable
proprietary information.2

2

According to the government, the three de-

fendants conspired to commit computer' fraud, wire fraud, access code
fraud, and interstate transportation of stolen property. Two defendants
pled guilty to one conspiracy count each and currently face a maximum
penalty of five years imprisonment and a $250,000 fine. The third defendant pled guilty to the possession of fifteen or more BellSouth access devices with intent to defraud and faces a maximum penalty of ten years
incarceration and a $250,000 fine. The government contended that defendants were part of a computer ring that stole valuable proprietary
BellSouth information, "positioning themselves to significantly compromise telephone service in the four-state BellSouth area and throughout
the country. 2' 2 3 The three defendants were reportedly members of an or-

279.

Pub. L. No. 99-474, 100 Stat. 1213 (codified as amended at 18 U.S.C. § 1001-1031

(1988)).
280. The United States Attorney for the Northern District of Georgia and Special Agent
in Charge, Atlanta office of the United States Secret Services, provided this information in a
press release. The United States Secret Service is charged with the responsibility of investigating offenses under the Computer Fraud Act.
281. United States v. Riggs, 739 F. Supp. 414 (N.D. Il1. 1990).
282. Defendants were Adam E. Grant, a/k/a The Urvile and a/k/a Necron 99, of Atlanta,
Georgia, age 22; Franklin E. Darden, Jr., a/k/a The Leftist, of Norcross, Georgia, age 24; and
Robert J. Riggs, a/k/a The Prophet, of Atlanta, Georgia, age 22.
283. Press release dated July 9, 1990, issued by the United States Department of Justice,
United States Attorney, Northern District of Georgia. See In the Arcane Culture of Computer Hackers, Few Doors Stay Closed, The Wall St. J., Aug. 21, 1975, at Al, col. 1.
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ganization called the "Legion of Doom," a closely knit group of over fifteen computer hackers located throughout the country.2 4
With the advent of computer viruses and worms,"s5 legislative efforts
are underway to insure that federal and state computer crime statutes
will permit prosecution of malicious computer hacking. Congress has proposed the Computer Abuse Amendments Act of 1990286 to amend existing
federal law to insure that federal law prohibits novel forms of serious
computer abuse.2 87 On a state level, several legislatures are considering
amendments to their existing computer crime statutes that will cover the
creation of computer viruses and worms and their injection into a computer 'system.2 s" The breadth of the Georgia Computer Protection Act
may be sufficient to allow Georgia's prosecuting authorities to deter new
versions of computer crimes such as viruses.28 9

284. 739 F. Supp. at 424. Under the Computer Fraud Act, the primary weapon used
against computer hackers is the prohibition against trafficking in any password or similar
information through which a computer may be accessed without authorization. 18 U.S.C. .§
1030(a)(6) (1988). In most cases involving serious computer crime, the perpetrators have
gained unauthorized access to computer passwords or identification numbers, which are illegally used to enter computer systems. Also, as noted in the 1989 federal case involving a
Cobb County resident, computer hackers frequently use government or private voice mail
systems for purposes of transferring these unauthorized passwords to others within the
criminal computer ring. See supra text accompanying note 280.
285. A computer virus generally is described as a program "carried" into a system by
attaching itself to another program and then "infecting" the computer and causing damage
that may include the destruction of data. By contrast, a computer worm generally is a program that independently winds its way through a computer system, frequently entering into
other computers through a communications network. A computer worm may include time
bombs or other hidden destructive purposes. The recent federal indictment and conviction
of Robert T. Morris, who released a computer worm into the Internet computer system,
highlights the damage that a computer worm can cause. See United States v. Morris, 728 F.
Supp. 95 (N.D.N.Y. 1990).
286. S.2476, 101st Cong., 1st Sess., 136 Cong. Rec. 84614 (1990); H.R. 55, 101st Cong.,
1st Sess., 135 Cong. Rec. H36 (1989).
287. The federal court in United States v. Morris concluded that the Computer Fraud
Act was applicable to the damage caused by Morris to the federal computer systems. 728 F.
Supp. at 96. Morris was sentenced to three years probation, fined $10,000 plus the cost of
probation, and ordered to perform 400 hours of community service.
288. For example, Minnesota has proposed a Computer Virus Crime Bill prohibiting the
intentional distribution of destructive computer programs. S.B. No. 155. Maine recently enacted an amendment to its computer crime statute, imposing penalties of up to five years in
prison and $2,500 for aggravated invasion of computer privacy, which includes the introduction of a computer virus into a computer system. 1990 Me. Laws 620 (codified at M. REV.
STAT. ANN., tit. 18,

§ 431 (1990)).

289. O.C.G.A. § 16-9-93(b)(1988). The Computer Protection Act covers a broad range of
intentional acts that appear, in most instances, to include the insertion of a software virus
or worm into a computer system. Nonetheless, an argument could be crafted that the statute does not apply in all cases. Id. For example, many computer viruses are spread as a
result of the virus entering a computer system by an unknowing and unwitting user. Often,
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VIII. FUTURE TRENDS
Intellectual property law has undergone major changes during the survey period. Future changes may be even more dramatic in light of dynamic technological developments. There are several areas of the law in
which legal disputes can be expected. These disputes are likely to result
in the application of traditional legal principles to new factual settings.
Further legislative developments certainly will be forthcoming, especially
in light of the activities of other states in enacting legislation designed to
promote entrepreneurial growth.
The following are some of the expected .developments in the intellectual property area. While all of these changes will not occur during the
next year, these issues may be addressed in one form or another by companies within the state seeking protection of their intellectual properties.
In the years ahead, state legislators can be expected to increase their sensitivity and understanding of laws promoting technology development
and may become forerunners of creative ways to protect intellectual property in the state29 0

A. Contract Developments
The community, and in particular the technology and computer industries, can expect further developments in contract law relating to intellectual property. Among those legal areas likely to see changes are the following: (1) Warranties; (2) rescission; (3) liquidated damages; and, (4)
arbitration.
Warranties. Companies in all industries purchase or license computer
systems composed of sophisticated software programs and expensive computer hardware. Most computer system sales include express warranties
that address such matters as functionability, fitness for a customer's purthese software viruses are masked within an existing computer program (the "carrier" program) which may be provided to an innocent user or downloaded electronically from a computer bulletin board. The innocent user loads the software onto a computer system, resulting in serious damage to the system. In this instance, the creator of the computer virus may
contend that there has been no intentional and unauthorized "access" of a computer system
and that the creator of the virus was not responsible for the manner in which the innocent
user may elect to use the program carrying the virus. A defendant in this context may also
contend that the statute is overly broad and unenforceable. See Louisiana v. Azar, 539 So.
2d 1222 (La.), cert. denied, 110 S. Ct. 82 (1989).
290. A new Georgia law provides that the state's open records law does not apply to any
computer program. or software used or maintained in the course of operating a public office
or agency. Act approved Mar. 28, 1990, No. 1081, 1990 Ga. Laws 341 (codified at O.C.G.A. §
50-18-72(f)-(g) (Supp. 1990)). The law defines a computer program as a set of instructions,
statements, or related data that, in actual or modified form, is capable of using a computer
or computer system to perform specified functions. Id. § 50-18-72(f)(1)(A) (Supp. 1990)).
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pose, compatibility with existing computer equipment, and computer response times (that is, the time between the user accessing the computer,
generally via the keyboard, and the response from the computer
presented on the monitor or computer screen).2 91 Allegations of breach of
warranty can be expected to increase because overly aggressive sales people make general representations to computer users, and poorly drafted
contracts fail to include detailed specifications regarding operation of a
22
computer system .
Rescission. The dissatisfied customer licensing intellectual property
from a third party, such as a software developer, will often seek the remedy of contractual rescission. International Software Solutions, Inc. v.
Atlanta Pressure TreatedLumber Co 2 95 is the forerunner of future decisions in this area. In International Software Solutions, the frustrated
purchaser of a computer system sought rescission of the contract, return
of the computer system to the seller, and refund of the purchase price.
The seller countered that rescission was unavailable, since the computer
purchaser had not tendered, or offered to tender, the computer system,
and that the purchaser had retained the system even as of the date of
trial.2 94 In holding for the purchaser, the court concluded that the seller
had made it unreasonable for the purchaser to return the computer system and that the purchaser's in-court offer of restoration of the computer
system satisfied the legal test for recission.10 5 Undoubtedly, similar cases

291. See Step-Saver Data Sys. v. Wyse Technology, 912 F.2d 643 (3d Cir. 1990). Applying the Uniform Commercial Code as adopted in Georgia, the court concluded that a shrinkwrap or tearaway software license agreement associated with a microcomputer software program was enforceable and effective in disclaiming the warranties associated with a software
program.
292. Another representative case in this area is USM Corp. v. Arthur D. Little Sys., 546
N.E.2d 888 (Mass. App. Ct. 1989). In USM Corp., an express warranty was made that the
computer system would be free of defects in design. Id. at 891. The court concluded that the
warranty extended to performance as well as functionability of the system, and that a response time of between ten and thirty seconds was unacceptable when the "worst case" had
been represented as a time of eight to nine seconds. Id. at 895; see also Third Century, Inc.
v. Morgan, 187 Ga. App. 718, 371 S.E.2d 262 (1988) (holding that a lessor of computer
equipment properly had disclaimed all warranties in the lease contract); PDA,.Inc. v. Haas
Corp., 185 Ga. App. 785, 366 S.E.2d 169 (1988) (holding that damages for services performed
under a contract to provide data processing software were supported sufficiently by the evidence); Associated Software Consultants Org., Inc. v. Wysocki, 177 Ga. App. 135, 338 S.E.2d
679 (1985) (holding that evidence supported a jury question as to whether employer was
liable for employee's litigation expenses in the context of a software company setting).
293. 194 Ga. App. 441, 390 S.E.2d 659 (1990).
294. Id. at 441, 390 S.E.2d at 660-61.
295. Id. at 442, 390 S.E.2d at 661.
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can be expected to arise in the future, while courts strive to craft remedies in favor of the dissatisfied customer.
Liquidated Damages. Contracts that require timely delivery of intellectual property frequently include liquidated damage provisions. For
example, a purchaser of a large computer system often requires timely
installation of computer products, (especially customized computer
software), and thorough training of prospective operators of the computer
system. As a result, users may insist on liquidated damages if the seller
fails to meet important contractual milestones. Careful drafting of these
liquidated damage provisions will become even more important as more
customers require sophisticated and customized intellectual property.
Parties drafting such liquidated damage provisions should monitor the
developing law in this area.2"
Arbitration. The sophisticated purchaser or licensee of intellectual
property such as computer software expects some problems to arise in the
process of installing and using the intellectual property. Frequently, the
parties to a computer system procurement agreement will consider arbitration and alternate dispute resolution procedures for resolving these
matters. If these provisions are to reflect the intent of the parties, careful
drafting will be required, and courts can be expected to confront questions of interpretation of arbitration provisions in agreements relating to
the distribution, licensing, and use of intellectual property.2 7
B.

Legislative Developments

In the legislative arena, the general assembly should consider legislation that clarifies existing law and encourage greater technological development and protection of intellectual property and entrepreneurial
growth. Among the possible areas of focus are (1) a software sales tax, (2)
sovereign immunity, (3) Article 2A of the Uniform Commercial Code (the
"U.C.C."), and (4) an Invention Promotion Act.
Software Sales Tax. The Georgia Department of Revenue has
stated that it will impose a sales -tax in connection with the transfer of
computer software that contains prewritten software codes, even when
296. See Oran v. Canada Life Assurance Co., 194 Ga. App. 518, 390 S.E.2d 879 (1990).
The Georgia Court of Appeals analyzed the current state of the law with regard to liquidated damage provisions and concluded that "the label the parties place on the payment is
controlling on the issue of their intention." 194 Ga. App. at 520, 390 S.E.2d at 881 (citing
Liberty Life Ins. Co. v. Thomas B. Hartley Constr. Co., 258 Ga. 808, 375 S.E.2d 222 (1989)).
297. See Raytheon Co. v. Computer Distrib., 632 F. Supp. 553 (D. Mass. 1986) (arbitrators had authority to grant a punitive damage award against Raytheon and that federal
arbitration law was controlling).
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the prewritten program is customized for a specific use. In contrast, a
program that is written specifically for a customer may not be subject to
the tax.2"" Unfortunately, almost every computer program, even one that
is written specifically for a customer, will contain some prewritten
software code, thus subjecting the transaction to sales tax. Many states
have attempted to refine their laws in this area, and Georgia should consider a similar clarification.2 9
Sovereign Immunity. A recent federal court decision confirmed that
sovereign immunity extended to the copyright infringement activities of a
state agency."' 0 Consequently, a state agency may be immune from copyright infringement. At least two states, Massachusetts and Utah, have approved a waiver of their sovereign immunity from lawsuits based on contractual obligations with software developers." 1 Thus, unauthorized
duplication of commercial software by employees of these states will subject the infringing parties to Suit. Although federal legislation may be
forthcoming to eliminate this immunity, the Georgia Legislature may consider similar interim steps to reduce the spread of unauthorized duplication of computer software programs in state government.
Article 2A of the U.C.C. Several states have adopted Article 2A to
the U.C.C., which relates to leases,"' This section of the U.C.C. may have
application to the use and licensing of intellectual property.'For example,
many computer systems are leased by the users, and computer software is
generally licensed (rather than sold) to customers. Article 2A of the
U.C.C. may facilitate enforcement of the rights between the computer les-

298. Letter from the Department of Revenue, Sales and Use Tax Division to Allen N.
Bradley (Jan. 12, 1989), stating its current position regarding software sales tax:
We continue to have the same policy for software, Canned or prewritten software
is taxable as a sale of tangible personal property. Prewritten software that is modified for a customer's needs is taxable. A program written for a specific customer
to his needs would be a personal service transaction and not subject to the tax.
299. See Alabama v. Candle Corp., No. R. 85-173 (Ala. Dep't Rev. Apr. 14, 1987), aff'd,
No. CV-87-776-K (Ala. Cir. Ct. Aug. 16, 1988)..
300. BV Eng'g v. University of Cal., Los Angeles, 858 F.2d 1394, 1396 (9th Cir. 1988),
cert. denied, 109'S. Ct. 1557 (1989).
301. See Utah Att'y Gen., Inf. Op. No. 89-22 (May 15, 1989).
302. See, e.g., 1988 Cal. Stat. 1359 (codified at CAL. COM. CODE §§ 10101-15104 (West
1990)); 1990 Ky. Acts 363 (SB 103) (codified at Ky. REV, STAT. ANN. §§ 1-83 (Baldwin 1990));
1989 Minn. Laws 232 (codified at MINN. STAT. §§ 2A-101 to -531 (1981)); 1989 Nev. Stat. 166
(codified at NEv. REV. STAT. §§ 104A.010-104A.5231 (Supp. 1989)); 1988 Okla. Sess. Laws 86
(codified at OKLA. STAT. ANN. tit. 1, §§ 2A-101 to -531 (Supp. 1990)); 1989 Or. Laws 676
(codified at OR. REV.'STAT. §§ 1-78, 84(2) (Supp. 1990)); 1989 S.D. Laws 419 (codified at S.D.
CODIFIED LAws ANN. §§ 57A-2A-101 to -531 (Supp. 1990)); 1990 Utah Laws 197 (codified at
UTAH CODE ANN. §§ 70A-2a-101 to -533 (Supp. 1990)).
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sor and its lessee. The degree to which Article 2A will govern software
license agreements, however, remains an open issue.303
Invention 'Promotion Act. Several states have enacted legislation to
deter the unscrupulous acts of so-called invention developers or promoters.3 04 These parties often advertise widely in a jurisdiction, in search of
entrepreneurs with new discoveries, ideas, or intellectual property. Unfortunately, these promoters seldom provide useful services to their clients,
and their actions may initiate complaints from entrepreneurs of the unfair trade practices. Interestingly, recently enacted North Carolina legislation that imposes strict business and legal requirements on these promoters has encouraged several of these invention promoters to focus their
advertising resources in Georgia, a perceived safer haven. The Georgia
General Assembly may be well-advised to consider legislation in this
area.3 0

As the general assembly considers these and other legislative proposals
in upcoming sessions, the protection afforded intellectual property in
Georgia should be expanded so that Georgia will enhance its appeal to
future business and technology growth.

303. Article 2A includes a definition of "goods" that specifically excludes "general intangibles." While copyrighted computer software may be deemed to constitute a "general
intangible," courts may apply Article 2A by analogy to technology transfer and licensing
transactions.
304. See, e.g., 1975 Cal. Stat. 967 (codified at CAL. Bus. & PROF. CODE §§ 22370-23295
(West 1987)); 1978 Md. Laws 13-205 (codified at MD. REGS. CODE tit. II, § 02.01.07 (1979));
1977 Minn. Laws 288 (codified at MINN. STAT. §§ 325A.01-325A.10 (1981); 1989 N.C. Sess.
Laws 746 (codified at N.C. GEN. STAT. §§ 66-189 to -196 (1989); 1984 Ohio Laws 385; 1977
Va. Acts 649 (codified at VA. CODE ANN. §§ 59.1-208 to -215 (1987))
305. The North Carolina Invention Development Services Act was patterned after its
counterpart adopted in Virginia. Unfortunately, the North Carolina Act adopted a broader
definition of an "Invention Developer" that resulted in the possibility of application of the
law to unintended third parties. Consequently, the North.Carolina Act may apply to unwitting parties in the technology distribution channels. In drafting legislation of this kind, the
Georgia General Assembly should be careful to review the Virginia legislation and appropriately narrow the definitional scope of any act passed.

