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f you are contacted by the Recording Industry Association of America for
Music File Sharing you will need a competent lawyer to help you.

Be prepared - Join the Draughon® Legal Plan today at
www.MyTechnologyLawyer.com/legalplan

We deliver legal documents and advice to our clients in seconds using
MyTechnologyLawyer.com. You pay a fixed annual subscription fee of $295
or less depending on discounts.

We have copyright experience representing technology buyers and sellers
during the last 15 years. Our experience in helping people protect their
intellectual property assets can prove invaluable in asserting your defenses
for music file sharing under the United States Copyright Act. We also have
local lawyer affiliates located throughout the United States as listed in the
MyTechnologyLawyer Lawyer Directory.

If you are a member of the Draughon Legal Plan and an RIAA action is
pending or filed against you, we will evaluate your case, provide consulta-
tions and recommend strategies for settlement or trial at no cost. If we agree
to represent you in negotiations or trial, you will receive a legal fee discount
of $50 on all hourly rates for these additional services. If we do not agree to
represent you in negotiations or trial we will help you (at no cost) locate
competent counsel to represent you in negotiation or trial. We will also be
available to your counsel for consultation in the matter at no cost.

Dra\ughon®

Attorneys at Law
Ponte Vedra Beach, Florida
904-285-2521
www.MyTechnologyLawyer.com/legalplan




Scott Draughon is a Technology Lawyer
and passionate industry advocate for
public policies favoring the Technology
Industry. He has spent the last fifteen
years representing technology buyers
and sellers in contract negotiations, dis-
putes and public policy forums. The
names on Mr. Draughon’s client list have
included Barnett Banks, CSX
Technology, Florida Tile Industries and

Richard Scott Draughon, Esquire
Founder, MyTechnologyLawyer.com
JD-George Washington Universty ~ Modis Professional Services, as well as
LLM-George Washington University .
MBA-University of North Florida @ 10NQ roster of technology enterprises
Member-Florida Bar 1987 in finance, medicine, engineering and

manufacturing.

Scott is also a frequent keynoter on the New Economy and
guest on radio and television news programs addressing
such issues as Internet Taxation, Privacy, Broadband
Deployment, Music/Movies On-Demand, Cyber-Terrorism, E-
Government and cases in the news such as Microsoft and
Napster. He frequently publishes articles on Technology
Policy and Business Issues, with articles appearing in the
Miami Herald, Xchange magazine, Baltimore Sun and oth-
ers. He appeared on CNBC to offer his insights on the col-
lapse of Worldcom and Fox News to discuss investigation of
AOL/Time Warner by the Department of Justice. Scott is the
Host of the daily MyTechnologyLawyer Radio Show, covering
technology politics, business and cases in the news as well
as legal issues.

Scott Draughon is the author and founder of
MyTechnologyLawyer.com, an on-line legal services website
providing complete contract drafts for more than 170 tech-
nology contracts, more than one-hundred free streaming
video consultations and arbitration services.
MyTechnologyLawyer.com has more than 2,500 subscribers
across the United States and in 10 foreign countries. You
can learn more about Scott Draughon and related media
appearances, as well as video excerpts and summaries of
past Draughon speeches at
www.MyTechnologyLawyer.com/Media.
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yTechnologyLawyer.com is an On-Demand legal service

sponsored by Draughon® Attorneys at Law. We provide

complete forms within seconds and free lawyer consultations
on any matter for the fixed low annual subscription rate of $295.
Discounts may also apply.

Lawsuits: If a lawsuit against you is pending or filed and you are an

Annual Subscriber of MyTechnologyLawyer.com, a Draughon®
lawyer will evaluate your case, provide consultations and recommend
strategies for settlement in trial.

Legal Documents: Using MyTechnologyLawyer you can produce
your own contract drafts in seconds at no additional cost. Our on-
line legal documents database includes more than 170 tailored con-
tracts. These contracts come with free videos, key issue summaries,
instruction sheets and transaction overviews. Each contract also

comes with a FREE live consultation with the Draughon® lawyer who
drafted the document.

Consultations: Draughon® lawyers provide free answers to your
legal questions submitted by email using our Ask-A-Lawyer feature.

You can also request a Draughon® lawyer to review you case at no
cost under our Case Review Option.

Reviews: If you edit your contract and want a full Draughon® lawyer
Contract Review, you can purchase this service on a fixed price
basis. Ad-hoc legal consultations by telephone are at no charge.

Disputes: MyTechnologyLawyer Arbitration services allow you to
avoid costly litigation. You can pick your own decision maker and
represent yourself.
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realistic objectives and disciplined focus. Establishing realis-

tic expectations requires a close working relationship
between lawyer and client in assessing strengths and weaknesses
of the case, and the resources required to achieve the desired
goal.

T echnology litigation and negotiation success depends upon

Draughon Attorneys at Law works with clients to establish a litiga-
tion and negotiation plan tailored to client needs at the outset of
the relationship. Our focus is on minimizing surprises and achiev-
ing client goals at minimum cost. We serve as zealous advocates
for our clients while maintaining a practical, long-term view of the
risks and potential of litigation in each case.
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the Recording Industry Association of America (RIAA) intends to file a
lawsuit in Federal Court against you. Parents and Employers of per-
sons sharing music files are also vulnerable.

I f you are one of 57 million Americans sharing music files in cyberspace,

Our representation of clients targeted by the RIAA asserts legitimate
defenses under the Copyright Act. Defenses are available that can induce
favorable settlement before the filing of any lawsuit. Understand your
options and get your questions answered before you are contacted by the
RIAA.

The materials in this Legal Guide will answer some of your questions. We
are also addressing these issues live on a regular basis on the
MyTechnologyLawyer Radio Show, a daily broadcast (Tuesday-Friday
11:00 AM EST).

You can learn more about your defenses against RIAA lawsuits by order-
ing our CD-ROM, “Your Legal Defenses Against the RIAA”. The CD-ROM
provides more than two hours of educational material outlining the law,
your defenses, cases in the news and the business delima of the music
industry. The material for the CD-ROM is taken from the
MyTechnologyLawyer Radio Show and is delivered by lawyer Host Scott
Draughon in an entertaining and easy listening format.

You can obtain answers to your specific questions for free using the Ask-
A-Lawyer e-mail feature in the “Consultations” section of
MyTechnologyLawyer.com. Listeners of the MyTechnologyLawyer Radio
Show can call-in and talk with Scott Draughon live every Tuesday - Friday
(11:00 AM EST) by dialing toll free 866-MTL-Show. You can listen to the
MyTechnologyLawyer Radio Show anywhere in the world by going to
www.MyTechnologyLawyer.com/radio.
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Introduction

geting more than 57 million Americans for music piracy law-

suits. This action is based upon the assumption that shar-
ing music files in cyberspace violates US Copyright Law and that
the defenses available for music file sharing are limited. The stat-
ed goal of the RIAA proposal is to restore industry sales.

T he Recording Industry Association of America (RIAA) is tar-

However, creative use of the Copyright Act by individual defen-
dants and their lawyers may render the RIAA goal quite difficult.
Two days after the RIAA announcement, music file sharing on
KaZaA had resumed prior levels, suggesting that the immediate
effect of the announcement was short term. If the RIAA begins to
actually initiate suits, these same individuals are likely to seek
and find legal defenses under the Copyright Act that will acceler-
ate further file sharing.

Some of these defenses are well known and apply under only lim-
ited circumstances. Other legal scenarios require restructuring
file-sharing arrangements. Still others involve political advocacy
to seek consensus in changing technicalities under the law.
Nevertheless, the US Copyright Law has sufficient loopholes that
many users of file sharing services will be able to negotiate
acceptable resolutions to RIAA claims.

Understand the Law

oly over works to authors for a limited time. Such works

include musical works (i.e. compositions) and sound
recordings (i.e. performances). The copyright grant conveys to
the author the exclusive right to copy and distribute the work.

l ' nder the US Copyright Act, Congress has granted a monop-

In bringing a claim under the Act for direct infringement, the plain-
tiff must have ownership of the copyright, and show unauthorized
copying or distribution of the work. In bringing a claim for contrib-
utory infringement, the plaintiff must show that the defendant had
knowledge (or reason to know) of infringing activity and had
induced, caused or materially contributed to the infringing con-
duct. Employers and parents of parties guilty of Direct
Infringement may be liable for Contributory Infringement.

The Plaintiff in a copyright cause of action may seek to prove
actual damages or elect statutory damages. Statutory damages
do not require any actual proof of damages. Statutory damages
are those sanctioned by government in the statute and may have
no relationship to actual damages. Depending upon the findings
of the Court, damage awards in copyright piracy cases may range
from $200 to $150,000 for each work infringed.

The Copyright Act also provides for criminal penalties. Copyright
infringers may be sentenced to prison for one to ten years. Fines
of up to $2500 may also be assessed.




Consider the Cases

hile the music industry has enjoyed a number of courtroom victo-

ries in the last several years, the most significant are Napster,

Verizon and Grokster. These cases outline the initial application of
US Copyright Law to file sharing services and provide a framework for suits
against individuals engaged in music file sharing.

Napster was ultimately held guilty of Contributory Infringement. Since
Napster benefited financially from the file sharing activities of its users,
Napster was also held vicariously liable.

Napster users were guilty of Direct Infringement on two counts. First, the
court held that a user who uploads a music file for others to copy distributes
the work in violation of the exclusive grant of distribution to the author under
the Copyright Act. Second, a user who downloads such files copies the
work in violation of the exclusive right of copying granted to the author
under the Copyright Act.

Under the Verizon case, the RIAA forced Verizon to release the names of
suspected music file pirates. The result suggests that individuals engaged
in music file sharing will not be able to rely upon anonymity to avoid litiga-
tion. The case is pending appeal.

In Grokster, the defendant distributed software allowing users to share files
in a peer-to-peer environment. Because Grokster was not providing cen-
tralized services or promoting the sharing of music files, they were not held
liable for Contributory Infringement. However, this ruling does not mean
that Grokster users were not engaged in Direct Infringement.

The RIAA has also been aggressive in bringing action against select users
responsible for massive song piracy. Most of the cases reported have been
against college students who ran file-sharing services at universities. While
damages in the millions of dollars were alleged against these defendants,
the most common cases have settled in the range of $15,000 before trial.

Understand Your Objective

sers faced with RIAA copyright claims should understand

their objectives. You will not be able to negotiate or litigate

a recovery. Your goal is to bring the dispute to acceptable
resolution. While the range of acceptable resolutions depends
upon the circumstances of your case, the universal goal is to mini-
mize liability.

Each dispute likely starts with an accusation from the RIAA in the
form of a letter. Some of the students sued by the RIAA learned by
telephone call. There may be a demand for evidence or documen-
tation.

Your goal is to resolve the dispute in negotiation without litigation.
Get counsel to help you. Do not attempt to negotiate yourself or
communicate directly with any RIAA representative. Do not admit
or deny any allegations. Let your lawyer do the talking. The fact
that you are even represented by counsel will benefit your position.

In selecting counsel, be sure to choose someone who understands
the music and technology industries, as well as copyright law.
There are many lawyers across the United States qualified to han-
dle these cases listed in the MyTechnologyLawyer Lawyer
Directory. There are also legal referral services who can help.



Leverage Your Defenses

he selective victories of the RIAA against a few centralized file shar-

ing services located in the United States does not guarantee suc-

cess against four million users sharing 900 million music files per
day. Litigation intimidation tactics used against students who are not pre-
pared to challenge the industry are unlikely to work against the masses.
The US Copyright Act is simply not designed for bludgeoning millions of
people into purchasing music.

As an initial observation, the RIAA cannot threaten individuals engaged in
music file sharing with criminal prosecution. Although the Copyright Act
provides for criminal sanctions, only the government can prosecute crim-
inals. Since the government is not inclined to prosecute music pirates, no
one is likely to go to jail in this dispute.

The RIAA also faces jurisdictional challenges. While popular press
reports of the RIAA announcement have focused on the 57 million
Americans engaged in music file sharing, the reality is that most music
piracy occurs outside the United States. Since U.S. Copyright Law only
applies in the United States, many KaZaA users will not be affected.

This problem also extends to offshore Internet Service Providers such as
Blubster and Filetopia who are using decentralized technologies and off-
shore facilities to guarantee anonymity to their music file sharing users.
Meeting these challenges through litigation in U.S. courts might result in
a few victories, but is unlikely to reduce the level of music piracy suffi-
ciently to restore sales to prior levels. Most of these users will simply be
too difficult and expensive to pursue. Certainly, the music industry will not
be able to pursue and prevail against all of them.

While these battles continue, users should also be mindful that copyright
protection extends generally only for the life of the author plus seventy
years. Furthermore, works may also have been conveyed to the public
domain by the copyright owner. Public Domain status for popular works
is likely to be more closely scrutinized by a population of customers
threatened with litigation. Where this defense is applicable, it can be used
to frustrate RIAA litigation initiatives.

Leverage Your Defenses
(continued)

Defendants can also be expected to challenge RIAA standing in bringing
copyright claims. In addition to showing the infringing activity, the pre-
vailing party in a copyright claim must own the copyright for the work.
Under the Copyright Act, the author or his assignee is the owner of the
copyright. Most studios require the author to assign the work as a condi-
tion of production. However, sophisticated defendants will challenge the
conveyance and many will find problems in the chain of title or the scope
of assignment that precludes the RIAA from being able to bring the claim.
A single victory by any defendant on this issue would result in a public
relations debacle for the RIAA. A target defendant threatening this
defense will be handled more gingerly than one who fails to recognize or
assert the argument.

The RIAA is also likely to face imaginative fair use arguments under the
Copyright Act. In determining fair use, Courts have traditionally focused
on: (1) whether the purpose of the copying activity is commercial; (2) the
nature of the work copied;(3) the amount of the work used; and (4) the
effect of the infringement on the market for the work. To the extent a
downloaded music file is not used for resale and does not result in a lost
sale, two of these elements already favor fair use as a defense for the
allegedly illegal download.

The Napster Court rejected the fair use arguments presented in that case
as a defense for unauthorized music downloads. In Napster, the fair use
argument focused on the idea that users were "sampling" music to deter-
mine whether to purchase.

The more creative defense structures the download as a presumptively
fair use. Activities such as news reporting, teaching, scholarship, satires,
parodies, and critiques are long established fair uses of otherwise illegal-
ly copied works. The defendant who is able to characterize their music
file downloads as one of these activities stands a reasonable chance of
establishing a fair use defense.



Leverage Your Defenses
(continued)

Although the Napster Court rejected the "Time Shifting" argument
as a fair use under the Copyright Act when applied to music down-
loading, this defense may still offer some promise. Napster argued
that its users were simply recording music files for later listening,
consistent with the ruling in Sony v. Universal Studios allowing
homeowners to record broadcast television programs using their
VCR for later viewing. Since the music files being downloaded in
Napster were not being broadcasted, the copying of Napster music
files was not analogous to copying television programming for later
viewing. However, copying music files from radio or internet broad-
casts is analogous, and may provide a planning opportunity and
legal defense for music file copying in this context.

Music partnerships that structure the file sharing arrangement to
avoid violating US Copyright Law are also likely. The First Sale
Doctrine allows the owner of a copy to convey possession to
another without permission of the copyright owner. Under the
Audio Home Recording Act, an owner of a copy is allowed to make
an additional copy (in any format) for personal use.

These features of the law allow partnerships as legal frameworks
for music listening. Under the arrangement, a participant conveys
his copy to the Partnership pursuant to the First Sale Doctrine in
exchange for his partnership interest. The Partnership copies the
song to a central file server in the appropriate format under the
Audio Home Recording Act. As owners, all partners have listening
access to music streamed from the central database.

The music partnership is just one potential example of the many
creative file sharing arrangements and legal defenses the RIAA will
face in attempting to litigate against everyone sharing music files in
cyberspace. There are simply too many users and too many poten-
tial defenses under the Copyright Act for the RIAA approach to
have any appreciable effect on the level of music piracy around the
world.

Recognize Failed Defenses

ecognize that there are certain arguments that will not work

as legal defenses for music file sharing, no matter how equi-

table they may seem or how commonly asserted. Many of
these arguments are rooted in common rationalizations for music
file sharing, but have no basis in law.

The argument that the defendant was unaware that music file shar-
ing potentially constitutes copyright infringement will not serve as a
legal defense. It may result in a reduced damage award if the
Court can be convinced that the Defendant was truly ignorant, and
his ignorance was justified under the circumstances.

The "sampling argument" was rejected in Napster. This argument
suggests that the purpose of the download was to simply sample
the target music in determining whether to purchase. This defense
was proffered in the Napster Court in an attempt to argue that
music file sharing is 'fair use" under the copyright act. The court
rejected the argument.

The Napster Court also rejected the "Time shifting" argument as a
defense for music downloading. This argument suggests that the
pirated music file is simply being recorded for later listening and
parallels the arguments made by the defendants in Sony w.
Universal Studios. The Court in Sony accepted the argument as a
defense to copyright infringement for copying programs appearing
on broadcast television for later viewing by home owners.
However, since the downloaded music files in Napster were not
being broadcasted, the music file downloading in Napster is not
analogous to the copying of Television broadcasts for later viewing.



Recognize Failed Defenses
(continued)

The argument that you already purchased a copy of the down-
loaded song and are just downloading a back up copy is not legal-
ly adequate either. Under the Audio Home Recording Act you are
allowed to make a back-up copy only from the copy you purchased.
This right does not authorize downloading a supplemental copy
from another source, however identical such supplemental copy
may be to the copy you purchased.

Destroying all your downloaded music files is not an adequate
defense. These files have already been copied, and if a violation
of the Copyright Act has occurred it cannot be "undone" by destroy-
ing the pirated files. However, as a matter of equity, asserting that
you have no such files in your possession may motivate the RIAA
to abandon any claim against you.

Distinguish File Sharing
from
Shoplifting

sharing is not the same as shoplifting. The shoplifter enters

the store owner's facility for an unauthorized purpose and
deprives that owner of inventory and sales. The shop owner has
finite space and inventory, as well as supplier relationships allow-
ing return of unsold merchandise.

C ontrary to comparisons in RIAA advertisements, music file

The sale that the shoplifter frustrates is the sale of the stolen inven
tory to a legitimate buyer. That legitimate buyer is most likely not
the shoplifter himself. Retailers sue shoplifters because shoplifters
take the inventory needed to satisfy legitimate buyers, not because
the shoplifter is not a buyer.

Music file sharing does not exploit the facilities of the Copyright
owner. The copyright holder is not constrained by space and inven-
tory. Space and inventory on the web for music files are virtually
unlimited. The needs of all legitimate buyers of music in cyber-
space can be met regardless of the level of piracy.

The complaint of the music industry appears to be that the music
pirate has stolen customers, or at least reduced the number of
legitimate buyers. This argument is very different from the retailer
whose constraint for meeting demand is not the number of legiti-
mate buyers, but the amount of inventory available to satisfy those
buyers. The focus of the retailer is the amount of product available
to meet demand, while the focus of the music industry is on the
level of demand.

This distinction is critical to the legal analysis supporting the two
claims. The retailer is able to convincingly demonstrate actual
damage in the form of a lost sale. The music industry is not, and
must rely on Statutory Damages.




Distinguish File Sharing
from
Shoplifting
(continued)

There is one analogy between music file pirating and shoplifting that is valid.
Neither shoplifters nor music pirates are easily converted to legitimate buy-
ers. Prosecuting shoplifters does not significantly increase sales by con-
verting the shoplifter to a legitimate buyer. Copyright lawsuits will not con-
vert music pirates into legitimate buyers either.

The fact that music piracy does not deprive the music industry of inventory
or sales explains why legal victories against the likes of MP3.com, Napster,
Aimster and Verizon have done little to improve the financial fortunes of the
industry. These courtroom victories against file sharing services on the web
have not improved business. Lawsuits against individuals who share music
files in cyberspace are also unlikely to improve music sales.

Exploit Statutory
Damages Arguments

the statutory damages provision under the U.S. Copyright

Act when applied to music file sharing in cyberspace. This
provision allows the RIAA to bring claims without proving actual
damages in open court.

T he biggest weakness in the RIAA strategy is the inequity of

The problem is that statutory damages are artificial, bearing no
relationship to actual damages. Statutory damages are damages
conclusively assumed by government under the copyright statute
without need of proof. The industry challenge will be justifying the
statutory damages in the face of arguments that there are no
actual damages related to music file sharing in cyberspace. This
argument will be persuasive in the public forum as well as before
jurors.

The RIAA argues that the music industry has incurred damages
from music piracy in the form of declining sales. However, the
notion that each illegally obtained music file is a lost sale for the
industry is inconsistent with survey results on this question. USA
Today recently reported that 35% of queried teens acknowledged
they would download a song they liked, while only 10% would
legally purchase the same song.

The thirty-five percent population in the USA Today survey that
are pirating their music appear only interested in free downloads.
Eliminating piracy would preclude them from using this technique
to acquire music. However, it is not at all certain that this same
population will elect to legally purchase their music in the alterna-
tive. They may go without, seek alternative legal means to acquire
music they like, or resort to radio listening. In any case, it does
not necessarily follow that music piracy in cyberspace is actually

damaging the music industry by reducing sales.




Exploit Statutory
Damages Arguments
(continued)

These arguments question the fairness and legitimacy of allowing the
RIAA to take advantage of statutory damages under the Copyright Act in
bringing their claims against individual citizens for sharing music files in
cyberspace. A political consensus may build among these citizens (and
their representatives in Washington) to require the RIAA to prove actual
damages in open court in music file sharing cases, thereby drastically
reducing the chances for a RIAA recovery. This argument is also likely to
be well received by jurors in a copyright infringement claim for music file
sharing, resulting in minimal judgment for damages against the defen-
dant.

Minimize Employer Liability

for the music piracy acts of their employees under the

Copyright Act. The two primary elements of proof are: (1)
Employer knew (or had a reason to know) of music piracy by the
employee; (2) Employer induced, caused or materially con-
tributed the piracy. Under the standard, music file sharing by
employers using the facilities and equipment of the employer
imposes liability risk on the employer for copyright infringement.
The same analysis holds for parents of children who share music
files at home.

E mployers can be held liable for Contributory Infringement

The best first step of employers towards minimizing these risks is
to articulate a policy prohibiting music file sharing using employ-
er equipment or facilities. The Policy Statement should prohibit
the sharing of music files by defining the prohibited activity with
particularity. The consequences of violating the policy, process
for investigation and review, as well as employee reporting
should also be addressed in the Policy Statement. A sample
Policy Statement is provided in the Administrative Sublibrary of
the Employment Library of MyTechnologyLawyer.com.

If an employer is contacted by the RIAA with a litigation threat
because of alleged music piracy by an employee, the best course
of action is an aggressive defense. Obtain counsel. Investigate
the allegation. Negotiate for favorable settlement by raising the
risk of litigation for RIAA representatives.




Join the Public Relations Battle

ises a public relations battle with artists, technologists and consumers

that the music industry cannot win. Users favoring music file sharing
can join the battle by writing articles, circulating protests, activating local
clubs and giving speeches and presentations.

The prospect of prolonged hostile engagement on these issues prom-

Artists have long chaffed under the yoke of a Music Industry that failed to
share profits except with the biggest stars. The Artists now have the tech-
nology to produce, promote and distribute their own works and will be less
inclined to convey their copyrights to the industry. The industry cannot
leverage current copyright law without ownership of the copyright. Users
can underwrite this trend by actively supporting and promoting the work of
these artists.

Technologists are slowly antiquating the notion of copies altogether. Rathe
than tape or CD players, consumers are moving to a world of Internet
access anytime, anywhere, anyplace. Ubiquitous Internet access means
one copy centrally stored and accessible by millions through streaming
media. Supportive users will readily adopt those new technologies, there-
by eventually rendering a Copyright Act structured on the creation, repro-
duction and distribution of "copies" useless.

Consumers can prevail in the struggle. Decentralized file sharing services,
ubiquitous technology, multiple jurisdictions, antiquated statutes, artificial
damages, legal defenses and political activism raise very real challenges to
an industry struggling with the realities of the New Economy. The music
industry gained predominance in the 21st century because it controlled
music distribution technologies. That control has been permanently lost.

The music industry will never be the same again.
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The Draughon® Legal Plan

Join the Draughon Legal plan for a yearly fee of $295 and get the fol-
lowing benefits during your membership:

Free Legal Forms: Draughon Legal Plan members have complete access
to all forms at no additional cost. This includes free access and download
of all forms in all libraries at all times during your membership.

Lawsuits: If a lawsuit against you is pending or filed, and you are a mem-
ber of the Draughon Legal Plan, a Draughon Lawyer will evaluate your
case, provide consultations and recommend strategies for settlement or
trial. If Draughon Attorneys at Law agrees to represent you at trial, you will
receive these additional services at a Legal Fee Discount (see below). If
Draughon Attorneys at Law does not agree to represent you at trial,
Draughon will help you locate competent counsel to represent you at trial
and will be available to your counsel for legal consultations on the matter (at
no cost).

Free Access - Legal Questions Video and Audio Library: Draughon
Legal Plan members receive free access to more than 100 video and audio
files addressing key legal questions, a value of $99.00 per year.

Free Legal Evaluations - Patent and Trademarks: Draughon Legal Plan
members receive free audits and reviews of their patents and trademarks
by a Draughon lawyer. These reviews include free evaluations and consul-
tations on suggested legal and business strategies for leveraging your
patent or trademark.

Free Releases - CD ROMs and Legal Guides: Draughon Legal Plan mem-
bers receive complimentary releases of CD-ROMs and Legal Guides cov-
ering key legal issues and questions.

Contract Review Discount: Draughon Legal Plan members receive a 20%
discount on all Contract Reviews. This service includes review of your con-
tract, including edits and a live consultation with a Draughon lawyer at a
fixed price of $200 (two-hour limit).

The Draughon® Legal Plan
(continued)

Free Legal Evaluations - Website: Draughon Legal Plan members receive
free audits and reviews of their websites and e-commerce strategies. These
services include free consultations and recommended legal and business
strategies for increasing sales and reducing risks.

Free Monitoring - Patent, Trademark, Copyright: Draughon Legal Plan
members receive free monitoring of your patent, trademark and copyright
registrations as well as recommendations for addressing notices from the
United States Patent and Trademark office.

Legal Fee Discount: Draughon Legal Plan members receive a discount of
$50 on all hourly rates for Legal Services.

Free Lawyer Consultations: Draughon Legal Plan members receive free
legal consultations with each legal document download, as well as unlimit-
ed ad-hoc consultations with a Draughon Lawyer on any matter.

Free Business Consultations: Do you have a new technology application
or business idea that you would like to discuss with someone experienced
in the technology business and who has a network of people that can help
you? Draughon Legal Plan members receive free ad-hoc business consul-
tations with Scott Draughon. Scott can introduce you to
MyTechnologyLawyer subscribers that can help you with marketing,
finance or management issues.

Free Business Sourcing: If you are a member of the Draughon Legal Plan
and you have a business need in the areas of marketing, recruiting, financ-
ing, management, operations, business planning, equity sourcing or other
area of concern, we will recruit ideas and support from our list of subscribers
at no charge and put you in touch with someone who can help you.

Workshops: Draughon Legal Plan members receive a 25% discount on
all Education Workshops, a savings of up to $100 for each workshop ses-
sion.

MyTechnologyLawyer News: Members of the Draughon Legal Plan
receive complimentary issues of MyTechnologyLawyer News, a monthly
newsletter covering key legal issues as well as Technology Politics,
Business Opportunities and Cases in the news. Members of the Draughon
Legal Plan are entitled to publish articles in the Newsletter and receive
free promotions and advertising, a value of $99.00 per year.



The Draughon® Legal Plan
(continued)

Radio Advertising: Draughon Legal Plan members receive free advertis-
ing and interviews on the MyTechnologyLawyer Radio Show.

Networking Services: Draughon Legal Plan members are eligible to pro-
vide Business Services and Products to subscribers of
MyTechnologyLawyer.com, as described on the Business Services section
of our website.

Donations: A portion of the membership fee from the Draughon Legal Plan
is donated to Technology Freedom, a non-profit corporation advocating
public policies favorable to the Technology Industry.

Directory: Each member of the Draughon Legal Plan is eligible to receive
a listing in the Business Directory of the Website, thereby promoting your
business to thousands of visitors each week.

Speaking Engagements: Members of the Draughon Legal Plan receive
discounts on speaking fees for Draughon Presentations and Speakers at
meetings and events.

Free Administrative Services: Draughon Legal Plan Members receive a
host of free administrative services including:

Corporation Annual Reports

Registered Agent Services

Monitoring of filings and official records

File Storage

Miscellaneous photocopy & facsimile services

Appendix B
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Forms on MyTechnologyLawyer.com

The MyTechnologyLawyer.com forms have been derived from thousands
of technology transactions executed for hundreds of technology firms by
Draughon Attorneys at Law, a technology law practice. The 170+ forms are
logically grouped into nine main libraries. Within the main libraries, forms
are further grouped into sublibraries. Forms may be purchased individual-
ly. Complete libraries of forms may also be subscribed to, at considerable
savings over individual forms purchase. An annual subscription to the entire
library of forms is also available at further savings over individual library
subscriptions.

Library Price
Entire Forms Library $295.00
(170+ Forms)

Corporation .................. 95.00
Software ................... 195.00
Hardware ................... 95.00
E-Commerce ................ 195.00
Intellectual Property . ........... 95.00
Technology Services .......... 195.00
Employment ................. 95.00
Technology Marketing ......... 195.00
General Business . ............ 95.00

Terms of Use

For convenience all forms are made available in both pdf (portable docu-
ment format) and rtf (rich text format). Forms can be read by most common
word processing programs (using rtf format) and can be changed as
required to meet specific needs of the user.

Forms downloaded, are intended for use by the purchasing entity only,
either company or individual. They can be used for multiple applications by
the purchaser, but cannot be transferred or resold.

Purchasers of individual forms are given download access to the form for a
twenty-four hour period. Subscribers to libraries are given unlimited access
to the library for a period of one year. During the subscription period, sub-
scribers are given access to any updates to forms in their library and also
have access to additional forms added to their library.

- Prices subject to change without notice -

CORPORATION (MLBO1) .......... Pages- 5-6 Source Code Agreements .. ........... SLB09
Financing SLBO1 Source Code License (Fav. Licensee) . .MTL109
L Source Code License (Fav. Licensor) . .MTL141
Standard Promissory Note . ......... MTL101 Source Code Purchase Agreement MTL172
Promissory Note (Favors Debtor) ... .. MTL133 T
Promissory Note (Favors Lender) .. ... MTL165 Escrow Agreements ................. SLB10
Revolving Note/Loan .. ............ MTL193 Software Escrow Agmt (Fav Licensor) . .MTL110
. Software Escrow Agt (Fav Beneficiary) .MTL142
et Board oneant """ mifop  Source Code Deposit Agreement ... MTLI73
First Shareholder Consent . ......... MTL134 HARDWARE (MTLBO3) ............ Pages- 9-10
Annual Board Consent ............. MTL166 .
Annual Shareholder Consent . ....... MTL194 ~ Equipmentleases .................. SLB11
Special Resolution ................ MTL213 Standard Equipment Lease . ......... MTL111
Equipment Lease Back .. ........... MTL143
Stock Agreements .. ... .. ... SLB03 Master Equipment Lease ........... MTL174
Stock Purch Agrmnt (Favors Buyer) .. .MTL103 Third Party Equipment Lease ... ..... MTL200
Stock Purch Agrmnt (Favors Seller) ...MTL135
Stock Buy-Sell Agreement . ......... MTL167 Purchase Agreements ... ............. SLB12
StOCK PrOXY .« . veoveeeeee e MTL195 Hardware Purchase (Favors Seller) .. .MTL112
Employee Stock Option Plan ... ... .. MTL214 Hardware Purchase (Favors Buyer) ...MTL144
Stock Voting Agreement ... ......... MTL218 Model Work Order Terms & Conditions .MTL175
Stock Pledge Agreement .. ......... MTL221 Hardware Purchase Option Agrmnt . . . .MTL201
Stock Trust Agmnt (Favors Trustor) . . . .MTL265 Computer Cabling Agreement . ... ... MTL184
Asset Transfers . . . .o SLBO4 Maintenance Agreements . ............ SLB13
Asset Purchase Agreement . ........ MTL104 Hardware Maint Agrmnt (Fav Vendor) . .MTL113
Bill of Sale (Favors Seller) .......... MTL136 Hardware Maint Agmt (Fav Customer) .MTL145
Bill of Sale (Favors Buyer) .......... MTL168 Work Order Hardware Service Agrmnt .MTL176
Security Agreement ... MTL196  OEM Agreements ................... SLB14
Due Diligence Checklist ............ MTL242 OEM Agrmnt (Favors Manufacturer) . . .MTL114
Administrative .. ... ... ... SLBO5 OEM Agreement (Favors Distributor) . .MTL146
Articles of Incorporation ............ MTL105
By-laws (For Profit) . .. ............. MTL137 E-COMMERCE (MLB04) ........... Pages- 11-12
Annual Shareholder Meeting ... ...... MTL243  \yebsite Development .. .............. SLB15
Special Shareholder Meeting . ....... MTL244 Website Dev. Agrmnt (Favors Vendor) .MTL147
Annual Board of Directors Meeting ... .MTL245 Website Dev. Agrmnt (Favors User) .. .MTL177
Special Board of Directors Meeting . . . .MTL246
Website Hosting Agreements .. ........ SLB16
SOFTWARE (MLB02) ............. Pages- 7-8 Standard Website Hosting Agreement . .MTL116
. Standard ASP Agreement .. ......... MTL148
SLBOG - Software License OnLine ASP Agrgeement ............ MTL235
Software License (Favors Licensee) .. .MTL106 Co Location Agreement MTL237
Software License (Favors Licensor) ...MTL138 ~ ~~ — 77 "= 77 rrorrnrrrnnnt
Shrinkwrap Software License ........ MTL169 Subscriber Agreements .. ............. SLB33
Multi-Party Software License ........ MTL197 Click-to-Accept License . ........... MTL234
Software License (Standard Terms) . . . .MTL215 OnLine Subscriber License .. ........ MTL224
Click-To-Accept License . ........... MTL219 Standard Subscriber Agreement . . .. .. MTL232
Beta Testing Software License ....... MTL222 Website Terms of Use . ... .......... MTL202
Mul_ti-FaciIity Software !_icense """" MTL223 E-Commerce Transactions ............ SLB34
Shrinkwrap Software License & Svc .. .MTL269 OnLine Corporate Software Agrmnt . . .MTL228
SLBO7 - Software Maintenance OnLine Store Agreement ........... MTL231
Software Maint (Favors Licensee) . . . .. MTL107 OnLine Data Management Agreement .MTL227
Software Maint (Favors Vendor) . ... .. MTL139 OnLine Storefront Development Agmt . .MTL225
Multi-Party Software Maintenance . . . .. MTL170 OnLine Storefront Licensing Agrmnt . . .MTL226
Multi-Services Software Maintenance . .MTL198 -
. " ] Internet Advertising . ................. SLB35
Multi-Facility User Software Maint. ... .MTL216 Internet Advertising Agreement . .. . . .. MTL178
SLBO08 - Software Development Banner Advertising Agreement ... .... MTL229
Software Dev & Lic Agmt (Fav Dev’per) MTL108 . ;
Software Dev Agrmnt (Fav Customer) . .MTL140 Mu'lé:m?d'a Agreements S SLB36
o ultimedia Devel & Licensing Agrmnt . .MTL115
Software Customization Agreement .. .MTL171 Multimedia License and Maint Agrmnt . .MTL233
Software Dev & Distribution Agmnt ... .MTL199 o



INTELLECTUAL PROPERTY (MLB05) Pages- 13-14

Confidentiality
Disclosing Party Confidentiality
Receiving Party Confidentiality
Reciprocal Confidentiality

Trademarks / Domain Names
Domain Name Agreement
Trademark License
Trademark Application

Patent Agreements
Patent Assignment Agreement
Patent License
Patent Application
Nondisclosure

Copyright Agreements
Software Development / Distribution .
Book Royalty Agreement
Video Agreement
Copyright Application

Intellectual Property Purchasing
IP Purchase Agrmnt (Fav Purchaser) . .MTL121
IP Purchase Agrmnt (Favors Seller) .. .MTL153
Employee Grant MTL183

TECHNOLOGY SERVICES (MLBO06) . .Pages- 15-16

System
Software Dev. and Hosting Agrmnt . . ..
Software Host Agreement
System Administration Agreement
Computer Services Outsourcing Agmnt .

Consulting
Standard Consulting Agreement
Consulting Agrmnt (Favors Customer) .
Consulting Agreement (Fav. Vendor) . . .
Recruiting Agreement
Contractor Agreement

Work Order
Standard Work Order
Master Services Agreement
Service Order Agreement
Enhancement Order Agreement

General Services
Services Agrmnt (Favors Customer) . . .
Services Agreement (Favors Provider) .MTL157
Model Invoice MTL239

Software Services
Services Agrmnt (Favors Customer) . ..
Services Agrmnt (Favors Provider) . . ..
Cyber-Security Services
Cyber-Security Audit Contract
Sec. System Implementation Contract
System Sec. Surveillance Contract

EMPLOYMENT (MLB07)

Employee Oriented Agreements
Standard Employment Agreement
Executive Employment Agreement . .. .MTL159
Developer Employment Agreement . . . .MTL187

Developer Employment Agreement

Employer Oriented Agreements
Standard Employment Agreement
Executive Employment Agreement . . ..
Employee/Shareholder Empl Agmnt . ..
Employee/Salesperson Empl Agmnt . . .

Administration
Contractor - Employee Empl Agrmnt . . .
Recruitment Agreement
Severance Agreement
Employment Policy Manual
Music Piracy Policy

TECHNOLOGY MARKETING (MLB08) Pages- 19-20

Agency Related
Agency Agreement
Dealer Agreement
Dealer/Agent Agreement
Agency/Referral Agreement
Agency Proposal Agreement
Standard Referral Agreement

Marketing
Software Marketing Agreement
Sales Commission Agreement
Video Marketing Agreement
Reseller Agreement
Royalty Agreement

Distribution Agreements
Product Distribution Agreement
Software Distribution Agreement
Technology Distribution Agreement . . . .
Value-Added Reseller (VAR) Agrmnt . . .MTL212

GENERAL BUSINESS (MLB09)

Partnership Agreements
General Partnership Agreement
Limited Partnership Agreement
Technology Joint Venture Agreement . .MTL247
Gov'’t Contract Proposal/Teaming Agmt .MTL257

Leases
Commercial Lease (Favors Lessor) . .
Gov't Contr. Comm’l Lease (Fav L'ee) . .MTL251
Shopping Mall Lease
Warehouse and Office Lease
Residential Lease (Favors Landlord) . . .
Guaranty of Lease
Assignment of Lease
Sub Lease Agreement
Deposit Agreement
Automobile Lease

Release/Indemnification
Release
Indemnification
Power of Attorney

Construction Agreements
New Construction Agreement
Partially Completed Construction
Facility Build Out Agreement







