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August 1, 2003

Dear Fellow Commissioners:

At our Annual Meeting last summer, I promised to follow the enactment
situation with UCITA very closely and to report back to you at this Annual
Meeting. While UCITA is an important subject, there are many other items to be
covered in my annual report, thus this supplemental written report to vou.

At last year's annual meeting the President of the ABA, A, P. Carlton, in
addition to his public remarks asked me for a commitment to bring UCITA to the
ABA House of Delegates at its mid-vear meeting. We had previously not done so
because we felt presentation 10 the ABA House of Delegates was premature in
view of the lack of public consensus concerning the merits of the act.

When we presented UCITA to the ABA House of Delegates we expressed
some of the following salient points:

UCITA has already been enacted in two states, Virginia and
Maryland. In both, enactment came after an extensive peniod of
debate and analysis of numerous proposed amendments, but was
adopted with only minor amendments by overwhelming votes in
both houses of the legislatures in both states. In both states,
legislative oversight committees recently reviewed the expenence
with UCITA and concluded that 1t was favorable and beneficial. A
Virginia Advisory Committee of the oversight committee met in
July and voted 1 recommend most of the NCCUSL amendments
promulgated in 2002.

UCITA has also been favorably referenced by important courts.
These include the U.S. Court of Appeals for the Federal Circuit
and the U.S. Court of Appeals for the Second Circuit, two of the
most prominent federal Courts of Appeal on intellectual property
law issues.

The Conference has thoughtfully and diligently acted to identify
and fill a true gap in the law. This gap has been described by a
federal district court as a “legislative void™ for softwarc
transactions. The Second Circuit Court of Appeals has said this
about the situation:
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