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ADVANCED COPYRIGHT ISSUES
ON THE INTERNET

.  INTRODUCTION

During recent years, the Internet has become the basic foundatioastructure for the
global movement of data of all kinds. With continued growth at a phenomenal rate, the Internet
has moved from a quiet means of communication among academic and scientific research circles
into ubiquity in both the commercial areaad private homes. The Internet is now a major
global data pipeline through which large amounts of intellectual property are moved. As this
pipeline is increasingly used in the mainstream of commerce to sell and deliver creative content
and information eross transnational borders, issues of intellectual property protection for the
material available on and through the Internet are rising in importance.

Copyright law provides one of the most important forms of intellectual property
protection on the Inteet for at least two reasons. First, much of the material that moves in
commerce on the Internet is works of authorship, such as musical works, multimedia works,
audiovisual works, movies, software, database information and the like, which are within the
usual subject matter of copyright. Second, because the very nature of an electronic online
medium requires that data be Acopiedo as it i
network, copyright rights are obviously at issue.

Traditional copyrighlaw was designed to deal primarily with the creation, distribution
and sale of protected works in tangible copids.a world of tangible distribution, it is generally
easy to know when a Acopyo has beemnchthatde . Th
is often difficult to know precisely whether
resides at any given time within the network. As described further below, information is sent
through the I nternet puascikneg as wtietcchhni onlgo gy iknn omhni
into smaller units, or fApackets, o and the pac
through the random access memory (RAM) of each interim computer node on the network, are
Acopi es 0 beifigmade2 wor k

The case oMAI Systems Corp. v. Peak Computeeld that loading a computer program
intothe RAMofacomputeronst i t uted the making of a Acopya
law. This case has been followed by a number of other courts. Under the rationale of this case, a
Acopyo may be created under United Sowhes | aw
the Internet. The language of two treaties discussed extensively in this pap&¥IPO

' For example, under United States | aw, copyright prote
tangible medium of expression, now known or later developed, fronhwindy can be perceived, reproduced,
or otherwise communicated, either directly or with th

2991 F.2d 511 (9th Cir. 1993)ert. dismissed114 S. Ct. 672 (1994).
-12-



Copyright Treatyand the WIPO Performances and Phonograms Tridgave unclear the

crucial question whether tidAl approach will be internatnalized. In any event, these two
treaties would strengthen copyright hol derso
of Amaking available to the publicdo a copyrig
transmissions through the Intermetarly as broadly as the right of reproduction.

The ubiquitous nature of fAcopyingo in the
copyright owner potentially very strong rights with respect to the movement of copyrighted
material through the Internetnd has moved copyright to the center of attention as a form of
intellectual property on the Internet. If the law categorizes all interim and received transmissions
as fAicopieso for copyright | aw purpoghesgght or tr
of distribution of the copyright owner, then activities that have been permissible with respect to
traditional tangible copies of works, such as browsing and transfer, may now fall within the
control of the copyright holder.

This paper discusseghe multitude of areas in which copyright issues arise in an online
context. Although the issues will, for simplicity of reference, be discussed in the context of the
Internet, the analysis applies to any form of online usage of copyrighted worksl. oP#ris
paper discusses the various copyright rights that may be implicated by transmissions and use of
works on the Internet, including new rights and remedies, as well as certain limitations on
liability for online service providers afforded undedéeal statutes. Part Il then analyzes the
application of those rights to various activities on the Internet, such as browsing, caching,
operation of an online service or bulletin board, linking to other sites, creation of derivative
works, and resale @ubsequent transfer of works downloaded from the Internet. Part lll also
analyzes the application of the fair use doctrine and the implied license doctrine to various
Internet activities. Because the law is still developing with respect to many ofgbiess, a
great deal of uncertainty is likely to exist as the issues are worked out over time through the
courts and the various relevant legislative bodies and industry organizations.

.  RIGHTS IMPLICATED BY TRANSMISSION AND USE
OF WORKS ON THE INTERNET

This Part discusses the various rights of the copyright holter right of reproduction,
the right of public performance, the right of public display, the right of public distribution, the
right of importation, and the new rights of transmission and atdbsd are implicated by the
transmission and use of works on the Internet.

¥ World IntellectualProperty Organization Copyright Treaty, Apr. 12, 1997, S. Treaty Doc. Ne11(5997).

4 World IntellectualProperty Organization Performances and Phonograms Treaty, Apr. 12, 1997, S. Treaty Doc.

No. 10517 (1997).
-13-



A. The Right of Reproduction

The single most important copyright right implicated by the transmission and use of
works on the Internet is the right of reproduction. As elaboratthb if the law categorizes alll
interim and received transmissions as ficopies
ordinary activities on the Internet, such as browsing, caching, and access of information, may fall
within the copyrightholde 6 s monopoly rights.

1. The Ubiqgquitous Nature of ACopiesodo on the

Under current technology, information is transmitted through the Internet using a
technique known broadly as fApacket switching.
netwao k i s broken up into smaller units or fApack
as to their proper order. The packets are then sent through the network as discrete units, often
through multiple different paths and often at different timesth&gackets are released and
forwarded through the network, each Aroutero
each packet and transmits it to the next router according to the best path available at that instant,
until it arrives at its destinain. The packets, which frequently do not arrive in sequential order,
are then Areassembledo at the receiving end i
sent® Thus, only certain subsets (packets) of the data being transmitted are passigly the
RAM of a node computer at any given time, although a complete copy of the transmitted data
may be created and/or stored at the ultimate destination computer, either in the destination
computerodos RAM, on its hard disk, or in porti

Toil l ustrate the number of interim Acopies,
transmitting a work through the Internet, consider the example of downloading a picture from a
website. During the course of such transmission, no lessévaninterim copies of the picture
may be made: the modem at the receiving and transmitting computers will buffer each byte of
data, as will the router, the receiving computer itself (in RAM), the Web browser, the video
decompression chip, and the video display b8aftiese copies are in addition to the one that
may be stored on the fecipient computerds har

If any packet is lost along the way, the originating computer automatically resends it, likely along a different
path than the lost packet was originally sent.

® Mark A. Leml ey, iDealing with Overlapping Copyrights
(2997).

Even if a complete copy of the picture is not intenti
computers enhance performance of their memory by swapping certain data loaded in RAM onto the hard disk to

free up RAM for other datanad retrieving the swapped data from the hard disk when it is needed again. Some

of this swapped data may be left on the hard disk when the computer is turned off, even though the copy in

RAM has been destroyed.

-14-



2. Whether |1 mages of Data Stored in RAM Qua

Do these interim and final copies of a work (many of which are only partial) being
transmitted hr ough t he Internet qualify as fAcopi eso
copyright | aw? The copyright statute defines

material objects, other than phonorecords, in which a work is fixed by any method

now known or later developed, and fravhich the work can be perceived,

reproduced, or otherwise communicated, either directly or with the aid of a

machine or device. The term Acopieso incl
phonorecord, in which the work is first fix&d.

The language dahe definition raises two issues concerning whether imares
transmitted data in RAM qualify as ficopies. 0
through the Internet, only a few packetsr indeed perhaps only a single biytef the data ma
reside in a given RAM at a given time. For example, the modem at the receiving and
transmitting computers may buffer only one or a few bytes of data at a time. A node computer
may receive only a few packets of the total data, the other packets beseg parough a

di fferent route and therefore a different nod
partial i mages a Acopyo of the work? Shoul d
packets of data comprising the work pass through aandg®4M, or only a portion? How can
interim partial i mages of data stored in RAM
there is no point in time at which the entire work is available in a single RAM?

The White Paper published by the Working Grompntellectual Property Rights of
President Clintonds Information Infrastructur
Papero) implicitly suggests that at | east int

interim node computers duriigr ans mi ssi on may not themsel ves ¢

A transmission, in and of itself, is not a fixation. While a transmission may result
in a fixation, a work is not fixed by virtue of the transmission alone. Therefore,
Al i veo t r aneNtfjNatienaldnforsnation Irdrastrubture] will not

meet the fixation requirement, and will be unprotected by the Copyright Act,
unless the work is being fixed at the same time as it is being transtiitted.

The second general issue raised by the defimitioo f fAcopi esdo i s whet he
stored in RAM are sufficiently Apermanento to
definition of Acopieso speaks of Amaterial ob

medium for a work. Withaspect to an image of data stored in RAM, is the RAM itself to be

8 17U.S.C.§101.

° The word fngmsedtem torefer tdae image of data stored in RAM to avoid use of the word
Acopy, 6 which is a | egal term of art. Whet her an i ma
copyright law purposes is the question at issue.

1 Information Infrastruat r e T as k F o r Rraperty and thetNatiodaldnfotmation Infrastructure: The

Report of the Working Group on Intellectual Property

-15-



considered the Amateri al objecto? The i mage

i's turned off. I n addition, most RAM is dfdyn
computer $ on, the data must be continually refreshed in order to remain readable. So the data is
in every sense fifleeting. o Il s its embodi ment

Acopyo?

The legislative history of the Copyright Act of 1976 would sugtestdata stored in
RAM is not a fAcopy. o As noted above, a i
is Afixed. O The statute defines a work t
embodiment in a copy or phonorecord, byioder the authority of the author, is sufficiently
permanent or stable to permit it to be perceived, reproduced, or otherwise communicated for a
period of mor e t Harhelagislaive fistarystatgs: dur ati on. 0

copy:
o be

[ T] he def i ni t i dexcluddfrom tha canaeptipuealy@vavescent
or transient reproductions such as those projected briefly on a screen, shown
electronically on a television or other cathode ray tube, or captured momentarily
in the Amemor¥o of a computer.

This language suggts that images of data temporarily stored in RAM do not constitute
Acopfes. o

Several cases, however, have held to the contrary. The leading EseSgstems
Corp. v. Peak Computer, Iné.which held that loading an operating systeto iRAM for
maintenance purposes by an unlicensed third party maintenance organization created an illegal
Aicopyo of the proMhenaheMAF decisiordfirsi came oWl it was unclear
whether that decision would support a lggahciple that any storage of a copyrighted work in
RAM, no matter how transiently, constituted a
t he Ninth Ci MAlseemmdad somewhat quelibed. Thencoultlial noted that the
Acopyo of the operating system was stored in
seconds). In addition, the court emphasized that while in RAM, output of the program was
viewed by the user, which confirmed the conclusiontt@tttRAM fAcopy d was capahb
perceived with the aid of a machine:

[B]y showing that Peak loads the software into the RAM and is then able to view
the system error log and diagnose the problem with the computehasAl
adequatelyshown hat t he representation created in

17 uU.s.Cc. A 101 (definitionesosfi oifdi)x.ed in a tangible r
12 H.R. Rep. No. 941476, at 53 (1976), reprinted in U.S.C.C.A.N. 5659, 5666.

13 But seeR. Nimmer, Information Law §4.02[2],at6¢ (2001) (fAThis | anguage refers
and not whether particular acts create an infringimycadl'he exclusion of transient works refers to the work

itsel f, not a copy. I't presumes that there was no cg
14991 F.2d 511 (9th Cir. 1993), cert. dismissed, 114 S. Ct. 672 (1994).
1 |d. at518.

-16-



permanent or stable to permit it to be perceived, reproduced, or otherwise
communicated for a period®of more than tra

In addition, a decision from the Seventh Circuit handedndshortly afteMAI, NLFC
Inc. v. Devcom MidAm., Inc.,'” although somewhat unclear on both the facts involved in the
case and whether the court rgalhderstood the issue, contains language that may suggest that
merely proving that the defendant has remot el

terminal emulation program is not ®dvoreover,ci en't
an ealier Ninth Circuit decision in the case béwis Galoob Toys, Inc. v. Nintendo of America,
Inc.”® implied that an image of data storedinRAMmayin qual i fy as a ficopy.

case was whether a device that altered certai
information passed through RAM created an infringing derivative work. The court held that it

did not, because althbogh a deri vative work need not be f i
Aper manence, 0 which were lacking in the enhan
stated, however, that even if a derivative work did have to be fixed, the changes in tlyedlispla

images wrought on the fly by the accused device did not constitute a fixation because the
transitory images it created were not fembodi

Notwithstanding these earlier decisions, however, a great many courts have now followed
MAI,%° and some earlier decisions also support its concldSiéithough the opinion in one of

6 991 F.2d at 518.

1745 F.3d 231 (7th Cir. 1995).
18 1d. at 236.

19 964 F.2d 965 (9th Cir. 1992).

20 seeApple, Inc. v. Psystar Corp673 F. Supp. 2d 931, 935 (N.D. Cal. 2009) (turning on computers that loaded
into RAM copies of Agsystens drdainiMguoautboizedmodifgaions doristitute
direct infringement oQuanfum Bys.éntegratorselne.rvoSgrintaNexteloGuep09i g ht ) ;
U.S. App. LEXIS 14766 at *1:89 (4" Cir. July 7, 2009) (loading of software into RAfbm unauthorized
copies on hard disk was sufficiently fixed for purposes of copyright infringen&ntjlexGrinnell LP v.
Integrated Sys. & Power, In2009 U.S. Dist. LEXIS 30657 at *42 (S.D.N.Y. Apr. 8, 2009) (embodiment
requirement is satisfiedwhen pr ogram i s | oaded for use into a comput
is satisfied when the program remains in RAM for several minutes or until the computer is siIDff);
Industries, LLC v. Blizzard Entertainment, In2008 U.S. Dist. LEXIS 3988 (D. Ariz. July 14, 2008) (under
MAI, copying software into RAM constitutes making a fic
person is not authorized by the copyright holder through a license or by law (e.g. Section 117) to copy the
sdtware to RAM, the person commits copyright infringement when using the software in an unauthorized way);
Ticketmaster L.L.C. v. RMG Technologies, In607 F. Supp. 2d 1096, 1005 (C.D. Cal. 2007) (copies of web
pages stored in a compateiréwi ct@qchfe tolme Rbdib upage f al |l
def i ni ti onStovafile Tachndlogy Goypov) Custom Hardware Engineering & Consulting?2 0zt
U.S. Dist. LEXIS 12391 at *3-12 (D. Mass. July 2, 2004) (unauthorized copying of a prognto RAM for
use of the program infringes the copyright in the progr&amg;wr v 6 s Report s, | 2YEE. v. Legg
Supp. 2d 737, 745 (D. Md. 2003) (AUnauthorized el ectr
of one computer intdte memory of another, creates an infringing
Stenograph L.L.C. v. Bossard Assod14 F.3d 96 (D.C. Cir. 1998holding that an infringing copy of a
computer program was made when that program was loaded into RAM upon boot up and used for its principal
purposes)Triad Sys. v. Southeastern Express,®d.F.3d 1330 (9th Cir. 1995), cert. denied, 116 S. Ct. 1015
(1996) Intellectual Reserve, Inc. v. Utah Lighthouse Ministry, 188 U.S.P.Q.2d 1425 (D. Utah 1999)
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these decisions suggests that only copies tha
within the purview of copyright la¥? the others appear htw focus on how transitorily an

i mage may be stored in RAM in ruling that suc
copyright law.

One of these decisionsitellectual Reserve, Inc. v. Utah Lighthouse Ministry, fiavas
the first decision to focus on whether the act of browsing on the Internet involves the creation of

Acopieso that iimplicate the copyri gt owner 6s
decision, flatly s tsatwebdite, afid\Whse doinqadispagstreeon br ows
[ copyrighted material], a copy of the [copyri:

access memory (RAM), to permit viewing of the material. And in making a copy, even a

temporary one, the personwhowrs e d i nf r i n g & sThistdacisionc atipygh quiteh t . ©
direct in its holding, appears to address onl
surferds computer in conjunction with viewing
addresghe trickier issue of whether whole or partial interim copies made in RAM of node
computers during the course of transmission t

A

the purview of a copyright ownerodés copyright

However, a 2004 decigidfrom the Fourth CircuitCoStar v. Loopnet held that
transient copies made by an OSP acting merely as a conduit to transmit information at the
instigation of others does not create fixed copies sufficient to make it a direct infringer of
c o pyr i bilbtmporaryieWctronic copies may be made in this transmission process, they
woul d appear not to be 6fixedd in the sense t
the | SP therefore would not be o pdycroipghetr 6Actto. o
The court drew a distinction between the final copy of a work made in the RAM of the ultimate
userd6s computer, and the transient copies mad
copies:

In concluding that an ISP has not itseXeltl a copy in its system of more than
transitory duration when it provides an Internet hosting service to its subscribers,

Tiffany Design, Inc. v. Rendahoe Specialty, Inc55 F. Supp. 1113 (D. Nev. 1998 arobieFL Inc. v.
National Association of Fire Equipment Distributo4® U.S.P.Q.2d 1236 (N.D. lll. 1997Advanced Computer
Servs. v. MAI Sys.845 F. Supp. 356 (E.D. Va. 1994ge als®@ M. Nimmer &D. Nimmer, Nimmer on
Copyright § 8.08[A][1], at 8114 (1999) (suggesting that RAM copies are fixed).

2L SeeVault Corp. v. Quaid Software Ltd847 F.2d 255, 260 (5th Cir. 1988)it he act of | oading a
a medium of storage into a c¢omputAppleemputerimo.v.y cr eat es
For mul, 894 F. 8Supd 617, 621 (C.D. Cal. 19849ting that copying a program into RAM creates a
fixation, albeit a temporary on€lglerate Sys. v. Cay® U.S.P.Q.2d 1740 (S.D.N.Y. 1988iolding that the
receipt of data in a local computer constituted an infringing copy).

Advanced Computer Services v. MAI Systen&l5 F. Supp. 356, 363 (E.D. Va. 1994)
% 53 U.S.P.Q.2d 142(. Utah 1999).

22

2 |d. at 1428.
% 373 F.3d 544 (4 Cir. 2004).
% |d. at 551.
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we do not hold that a computer owner who downloads copyrighted software onto

a computer cannot i nf rSepepgaVAitSkseems of t war ed s
Corp. v. Peak Computer, In@91 F.2d 511, 5189 (9" Cir. 1993). When the

computer owner downloads copyrighted software, it possesses the software, which

then functions in the service of the computer or its owner, and the copyiog i

longer of a transitory natur&ee, e.gVault Corp. v. Quiad Software, LtdB47

F.2d 255,260 (BCi r . 1988) . ATransitory durationbo
guantitative characterization. It is quantitative insofar as it describes thd per

during which the function occurs, and it is qualitative in the sense that it describes

the status of transition. Thus, when the copyrighted software is downloaded onto

the computer, because it may be used to serve the computer or the computer

owner, t no longer remains transitory. This, however, is unlike an ISP, which
provides a system that automatically recei-’
and transmits it to the Internet at the instigation of the subséfiber.

A 2008 decision of the Secoftiircuit, The Cartoon Network LP v. CSC Holdings, IAt.
addressed the issue of RAM copying in considerable detail, ruling that buffer copies in RAM
made by Cablevision Systems Corp. in the course of converting channels of cable programming
from the head ehfeed into a format suitable for storage of individual programs by a network
digital video recording service upon customer demand were not fixed for sufficient duration to
const it u? €abldvisiorpmiadeshe buffer copies in conjunction with oftgits
ARemote Storageo Di-®VR) seivicethat@ralmed RablevisiondcestomegrsR S
to record copies of particular programs, like a normal DVR, but to store the recorded programs
on Cabl evisionds server s mnomesh@ablevisidnareatedbuffea DV R
copies, one small piece at a time, of the head end programming in two bufprenary ingest
buffer and a Broadband Media Router (BMR) buff@ven if no customer requested that a copy
of particular programming bemsed on its behalf in the RBVR service. The primary ingest
buffer held no more than 0.1 seconds of weach
The data buffer in the BMR held no more than 1.2 seconds of programming at any time. The
plaintiffs argued that these buffer copies made Cablevision a direct infringer of their cop¥frights.

The lower court found Cablevision a direct infringer largely in reliandglAhand cases
following it.** The Second Circuit, however, reversed. The court notédctisatisfy the
statutory definition of Adapi @embotiwmenequt eq
(embodiment in a tangible medium from which it can be perceived or reproduced) and a
Adurationo requirement ( e nrbnsitry doetion). TheoSecorad per |

27 d.

% 536 F.3d 121 (2d Cir. 2008ert. denied sub nom. CNN, Inc. v. CSC Holdings, Inc., 2009 U.S. LEXIS 4828
(2009)

2 1d. at 12930.
30 1d. at 12324, 127.
31 TwentiethCentury Fox Film Corp. v. Cablevision Sys. Corz8 F. Supp. 2d 607, 622 (S.D.N.Y. 2007).
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Circuit found that the district court had mistakenly limited its analysis to the embodiment
requirement, and that its reliance Al and cases following it was misplac&d.

In general, those cases conclude that an allegeyis fixed without addressing

the duration requirement; it does not follow, however, that those cases assume,
much less establish, that such a requirement does not exist. Indeed, the duration
requirement, by itself, was not at issuéMAl Systemandi t s pr ogeny. é
Accordingly, we construMAIl Systemand its progeny as holding that loading a
program i nt o aancesuthip copymg tllasprogar We do not
readMAI Systemss holding that, as a matter of law, loading a program into a

form of RAM alwaysresults in copying®

Turning to the facts of the case at hand, the Second Circuit ruled that, although the
embodiment requirement was satisfied by the buffers because the copyrighted works could be
copied from theni? the duration requiremenatl not been satisfied. The court noted that no bit
of data remained in any buffer for more than a fleeting 1.2 seconds, unlike the data in cases like
MAI, which remained embodied in the computerds
A Wh i | equiy is necessarily fadpecific, and other factors not present here may alter the
duration analysis significantly, these facts strongly suggest that the works in this case are
embodied in the buffer for onlty omm &terdfun gietmemyt
Accordingly, the acts of buffering in the operationthelRS R di d not create MfAco
Cablevision could have direct liability.

32 Cartoon Network2008 U.S. App. LEXIS 16458 at *1%6.
% 1d. at *16, 18.

¥ 1d. at *22. iThe result might b agednorkWas placedinthe fuffeonl y a
in isolation. In such a situation, it might be reasonable to conclude that only a minuscule portion of a work,
rather than 6a workd was embodied in the buffer. Her
place d , one second at a ti me, in the buffelda*2&23. concl ud

% 1d. at *23.

36 m

37 1d. at *24.
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3. The WIPO Treaties & the European Copyright Directive Are Unclear
With Respect toolnterim ACopi es

The language of two copyright treaties adopted during 1996 by the World Intellectual
Property Organization (WIP&)leaves open the issue of whether transitory images of data stored
in RAM constftute ficopies. o

(a) Introduction to the WIPO Treaties & the European Copyright
Directive

The WIPO treaties were adopted as a result of the Diplomatic Conference on Certain
Copyright and Neighboring Rights Questions hosted by WIPO in Geneva on Dece@ther 2
1996. More than 700 delegates from approximately 160 gesttended this Conference,
which was aimed at tightening international copyright law to respond to issues arising from
worldwide use of the Internet. The Conference was also designed to bring existing legislation on
copyrights more in line with the gvisions of the Trade Related Intellectual Property (TRIPS)
sections of the Uruguay Round trade agreement, which in 1994 set up the World Trade
Organization (WTO}?

Three new treaties were considered, only ¢t
Copyright T eat yo and the AW PO Perf &MmeamPOes and Ph
Copyright Treaty strengthens the Berne Convention for the Protection of Literary and Artistic
Wor ks (the # Be%establisi@din 1886nvihichowasthe first international
copytight treaty. The WIPO Performances and Phonograms Treaty strengthens the International
Convention for the Protection of Performers, Producers of Phonograms and Broadcasting
Organizations, completed in Rome in 1961 (the

Each of the traties required 30 nations to accede to it before it would enter into force.
On Dec. 5, 2001, Gabon became th& Bation to accede to the WIPO Copyright Treaty, and on
Feb. 20, 2002, Honduras became th® B@tion to accede to the WIPO Performances and
Phonograms Treaty. Accordingly, each of those treaties entered into force ninety days thereafter,

% WIPO is a United Nations organization which handles questions of copyrights and trademarks.

39 The treatis enter into force three months after 30 instruments of ratification or accession by member States have

been deposited with the Director General of WIPO.

40 Agreement on TradRelated Aspects of IntellectuBroperty Rights, Apr. 151994, Marrakesh Agreement

Establishing the World Trade Organization, Annex 1C, Legal InstruriiéRésults of the Uruguay Round vol.
31; 33 1.L.M. 81 (1994).

“I The proposed WIPO Treaty on Intellect@abperty in Respect of Datad®s generated huge controversy, and

was not adopted at the ConferenceBNAOdWI EDebeleoegatestnf
& L. Rep 22, 22 (1997).

42 Berne Convention for the Protection of Literary and Artistic Works, Sept. 9, 1886).828.S. 221.

“3International Convention for the Protection of Performers, Producers of Phonograms and Broadcasting

Organizations, Oct. 26, 1961, 496 U.N.T.X. 43.
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on March 6, 2002 and May 20, 2002, respectiV&l§he treaties are not self executing under
United States law, and implementing legislation will have tpdssed by Congress.

The two adopted treaties will effect important substantive changes in international
copyright law that have potentially far reaching implications for the Internet, and the relevant
provisions of these treaties will be discussed througthis paper. The legislative history to the
WIPO Copyright Treaty and the WIPO Performances and Phonograms Treaty took the form of
sever al AAgreed Statements. o Under the Vienn
the scope and meaning oktireaty languag®€. Relevant portions of the Agreed Statements will
also be discussed in this paper.

Each of the signatories to the WIPO treaties was required to adopt implementing
legislation to conform to the requirements of the treaties. The scéggstation required in
any particular country depends upon the subs
existing at the time of the treaty, as well
laws already conform to the requiremeoitshe treaties. As discussed in detail below, WIPO
implementation legislation in the United States took a largely minimalist view of the changes to
United States copyright law required to conform to the WIPO treaties. It is curious that all the
implementing legislation introduced in Congress implicitly took the position that U.S. law
already contains most of the rights required under the WIPO treaties, in view of the fact that, as
analyzed below, much of the language describing mandatory copyrigistinghe WIPO
treaties appears to go beyond the correlative rights in current United States law or to set up new
rights entirely. The possibility that other countries would adopt legislation implementing the
WIPO treaty rights in their seemingly broadermh raises the prospect of varying scopes of rights
in diff$6rent countries, a situation that the WIPO treaties were intended to avoid in the first
place’

t
t

I n contrast to the United States i mpl ement
AEur op e ghm Di€diye prthe Harmonization of Certain Aspects of Copyright and
Rel ated Rights i n *tolpsatdandharmaniaetniernber stdte apyrghty 0
|l aws (which will be referred to herein as the
more expansive view, although individual member states are free to interpret the extent to which
their own copyright laws already conform to the dictates of the European Copyright Directive in
adopting legislation in response t4%tThe WIPO implementati legislation in the United

“ AWI PO Copyright Treaty EntefMatlinam tFBONABEedde Gabon Bec
Commerce & Law Repo(t D e ¢ . 12, 2001) at 1224; AU. N. Announces M
available as of Feb. 21, 2002Hdtp://news.com.com/2160023842169.html

%> Vienna Wnvention on the Law of Treaties, May 23, 1969, art. 31(2), 1155 U.N.T.S. 331.

46

WIPO Copyright Treaty, Preamble, at 4; WIPO Performances and Phonograms Treaty, Preamble, at 22.

*" The text of the European Copyright Directive may be found at

http://europa.eu.int/servlet/portail/RenderServiet?search=DocNumber&lg=en&nb docs=258=loegss|atio
n&coll=&in_force=NO&an_doc=2001&nu_doc=29&type doc=Direct{available as of January 1, 2002).
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States and the European Copyright Directive will be discussed at length throughout this paper as
they relate to the various issues treated herein.

(b) The WIPO Copyright Treaty

Article 7 of an earlier draft of the WIPO Copyrighteaty would apparently have adopted
the approach d¥lAl to the question of whether RAM copies fall within the reproduction right of
the copyright holdet? The proposed Atrticle 7(1) provided:

(1) The exclusive right accorded to authorstefary and artistic works in

Article 9(1) of the Berne Convention of authorizing the reproduction of their
works, in any manner or form, includes direct and indirect reproduction of their
works, whether permanent or temporary.

8 The European Copyright Directive was first circulated for comments among European legal experts. It was then

officially published at the endfd997 for a more public debate of its provisions. The European Parliament
approved a final draft of the Directive on February 14, 2001. The European Commission, acting through the
European Union ministers, accepted the final draft of the Directive ah3\2001.

49 The WIPO Copyright Treaty contains a number of important provisions relevant to the Internet that are not

discussed elsewhere in this paper. Article 2 codifies the idea/expression dichotomy of copyright law:
ACopyright proekpeessionsaml notty ideas) gracedtres, methods of operation or

mat hemati cal concepts as such. o Article 4 expressly
forms as | iterary works: fi Co mp u ithia the peantngaf Artimle 2 r e pr ot
the Berne Convention. Such protection applies to computer programs, whatever may be the mode or form of
their expression. o

Article 5 adopts the appr odedhPubliationshlec. vSRU@Relephoee Cour t 6 s
Serv, 499 U.S. 340 (1991which held that only the selection or arrangement of a compilation of facts such as a
database, and not the factstlsesdl ves, can be protected under copyright
data or other material, in any form, which by reason of the selection or arrangement of their contents constitute
intellectual creations, are protected as such. This protedties not extend to the data or the material itself and

is without prejudice to any copyright subsisting in t
proposed WIPO Treaty on Intellectidoperty in Respect of Datakes would have extended protection to the

information itself in a database where such database was the fruit of substantial labor to compile. Basic

Proposal for the Substantive Provisions of the Treaty on Intellectual Property in Respect of Datdi#ases to

Considered by the Diplomatic Conference, art. 1(1), WIPO B&N\R/DC/6 (Aug. 30, 1996)
<www.wipo.org/eng/diplconf/6dc_all.htm1 The controversy generated by this Treaty precluded its adoipyi

WIPO.

Article 7(1) provides that authors of computer programs, cinematographic works, and works embodied in

phonograms shall enjoy the exclusive right of authorizing commercial rental to the public of the originals or
copies of their works. UnderfAt i cl e 7(2), this rental right does not
where the program itself is not the essential object
unless such commercial rental has led to widespread copyinghoivenks materially impairing the exclusive

right of reproduction. o The Agreed Statement for Art
Aforiginal and copies, 0 being subject to tetpatintoi ght of
circulation as tangible copies. 0

Article 6 of an earlier draft of the treaty would have required Contracting Parties to aboligblmatary
broadcasting licenses within seven years of ratifying or acceding to the Treaty. This Articleeted idethe
final adopted version.
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The ref er en c epradoctiofistweullmave seemgdto cover copies in RAM.
The reference to fAindirecto reproductions, pa
Aitemporaryo reproductions, might have been br
in RAM in the course of transmission of a work through the Internet, as well as complete copies
of a work made in RAM and/or on a hard disk at the receiving computer.

In addition, proposed Article 7(2) of the treaty seemed to recognize the possibility that the
language of Article 7(1) might be read to cover interim, partial reproductions during
transmission, for it would have all owed signa
in the treaty) to limit the right of reproduction in those instances:

(2) Subect to the conditions under, and without prejudice to the scope of
applicability of, Article 9(2) of the Berne Convention, it shall be a matter for
legislation in Contracting Parties to limit the right of reproduction in cases where

a temporary reproductiohas the sole purpose of making the work perceptible or
where a temporary reproduction is of a transient or incidental nature, provided that
such reproduction takes place in the course of use of the work that is authorized
by the author or permitted bywan accordance with the Berne Convention and

this Treaty>”

0 Although this provision apparently was designed to ameliorate the potential mischief that might result from

deeming al/l interim copies of a work in the tcourse of
suffered from a number of potential problems. First, it would have left the issue up to the individual Contracting
Parties whether to legislate exemptions. Thus, some Contracting Parties could have legislated such exemptions,
while others did not, antthe scope of the exemptions could have varied from country to country. As a result,

whether interim copies during the course of transmission constitute infringement could have turned on the

countries through which the transmission path passes, whidbitigr under the current transmission

technology of the Internet.

Second, Article 7(2) stated that the exemptions would apply only to transient or incidental reproductions taking
place in the course of an authorized use of a work. Thus, if the traimgniissifis unauthorized, the

exemptions would not have applied, and there could still have been potential liability for the interim
reproductions. Yet the operators of the node computers in which the interim copies are made would have no
way of knowingwhether any particular packet passing through the node is part of an authorized transmission.
Article 7(2) therefore was flawed.

Article 10(1) of the adopted version affords a more generic vehicle for the adoption of exemptions or exceptions
torightsconf erred in the Treaty: AContracting Parties ma
of or exceptions to the rights granted to authors of literary and artistic works under this Treaty to an extent

consistent with exceptions or limitans provided for in the Berne Convention in certain special cases that do

not conflict with a normal exploitation of the work and do not unreasonably prejudice the legitimate interests of

the author. o

The requirement that ekodpteohbefihegi thmathseonabbkyept s
little guidance as to where the boundaries should lie around exceptions that Contracting Parties may wish to

adopt in implementing legislation. The Agreed Statement concerning Article 10 does toitlanify the
uncertainty: Alt is understood that the provisions o
appropriately extend into the digital environment limitations and exceptions in their national laws which have

been consideredcceptable under the Berne Convention. Similarly, these provisions should be understood to

permit Contracting Parties to devise new exceptions and limitations that are appropriate in the digital network
environment . o
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networks. On the other hand, content providers such as the software, publishing and sound

The proposed Article 7, and the subject of interim transmission copies in general,
generated a lot of controversy at the Conference. Telecommunications companies and Internet
providers particuldy objected to Article 7 because they feared that protection for temporary
copying would impose liability for the interim copying that inherently occurs in computer

recording industries, opposed any ogred approach that would permit all temporary
: 51
copying:

includes the right to make digital copiésit also that certain copying, e.g., for temporary digital

To resolve the controversy, the proposed Article 7 was ultimately simply deleted entirely
from the adopted version of the tredtyThe Agreed Statement perting to the right of
reproduction (Previous Article 7) provides:

The reproduction right, as set out in Article 9 of the Berne Convention, and the
exceptions permitted thereund@fully apply in the digital environment, in
particular to the use of works digital form. It is understood that the storage of a
protected work in digital form in an electronic medium constitutes a reproduction
within the meaning of Article 9 of the Berne Convention.

The Assistant Secretary of Commerce and Commissioner oftBated Trademarks at
the time, Bruce Lehman, who headed the U.S. delegation to the Conference, stated at the end of
the Conference that the Agreed Statement was intended to make clear that the reproduction right

storage, will be permitted. Commissioner Lehman further expressed the view that the treaty
language is broad enough to permit domestic legislation that would remove any liability on the
part of néwork providers where the copying is simply the result of their functioning as a conduit
for network serviced® However, the Agreed Statement itself does nothing more than reference
Article 9 of the Berne Convention, which of course was adopted longebdifyital copies were
an issue under
addition, the
potentially include temporary digital®sage in a node computer during transmission. It is
therefore difficult to agree with Commissioner Lehman that the Agreed Statement makes

anything ficl ear.

copyright | aw, and makes

0

no e
phrase fistorage of a protected

Rather, the Agreed Statement seems to leave virtually open ended the question of whether
tempoar y 1 mages
reproduction. The uncertainty surrounding the scope of the reproduction right in a digital
environment that, at least early on, seemed to divide U.S. courts therefones ajgstiaed to

52

53

AWl PO Del egates
Id.
Article 9(2) of

n RAM will I be treated as
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replicate itself in the international arena. The uncertainty is heightened by the fact that Article 9
of the Berne Convention allows signatories to adopt certain exceptions to the reproduction right,
raising the prospect of inconsistent epttons being adopted from country to country. As a

result, whether interim copies made during the course of transmission constitute infringement
may turn on the countries through which the transmission path passes, which is arbitrary under
the current @nsmission technology of the Internet. The issue ignited debate in the United States
in connection with the federal legislation to implement the treaty.

(c) The WIPO Performances and Phonograms Treaty

Curiously, despite the focus on and ultimate removai@proposed Article 7 of the
WIPO Copyright Treaty, Article 7 as adopted in the WIPO Performances and Phonograms Treaty
appears to come closer to adopting the approabtAdf Article 7 gives performers the
excl usi ve r i gletrecd indirectegrdduction of ther gerfdrmances fixed in
phonogramso (emphasis added) . As originally
closer to theMAI logic, for it expressed the reproduction right of performers a®bne
Aaut horizing the di wkethérpesmanentordempoeaf theirr e pr oduct
performances fixed in phonogramso (emphasis a
temporaryo would more strongly odutorssofsuggested
performances would be within the performeros

In addition, Article 7(2) in an earlier draft was also deleted, which made reference to
transient copies as follows:

Subject to the conditions under, and without prejudideecscope of applicability

of, Article 19(2), it shall be a matter for legislation in Contracting Parties to limit
the right of reproduction in cases where a temporary reproduction has the sole
purpose of making the fixed performance perceptible or waézenporary
reproduction is of a transient or incidental nature, provided that such reproduction
takes place in the course of use of the fixed performance that is authorized by the
performer or permitted by law in accordance with this Treaty.

The Agreed g&atement that was issued with respect to the right of reproduction in the
WIPO Performances and Phonograms Treaty is very similar to the Agreed Statement on the same
subject that was issued with the WIPO Copyright Treaty. The Agreed Statement issuéé with
WIPO Performances and Phonograms Treaty provides:

The reproduction right, as set out in Articles 7 and 11, and the exceptions
permitted thereunder through Article 16, fully apply in the digital environment, in
particular to the use of performances ghdnograms in digital form. It is
understood that the storage of a protected performance or phonogram in digital
form in an electronic medium constitutes a reproduction within the meaning of
these Articles.
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Thus, the Agreed Statement for the WIPO Perforeea and Phonograms Treaty contains the
same ambiguities noted above with respect to the Agreed Statement for the WIPO Copyright
Treaty.

Similar to Article 7, Article 11 gives pro
authorizing the directorindrct r eproducti on of their phonogr e
in the case of Article 7, an earlier proposed
per manent or temporary, o but this>®>phrase was

BothAt i cl es 7 and 11 define the rights recit
APhonogramo is defined in Article 2(b) as any
other sounds other than incorporated in a cinematographic or other audiovisual work.

AFi xationo is defined broadly in Article 2
representations thereof, from which they can be perceived, reproduced or communicated through
a device. o Storage in RAM woul dqhugaegm to sati

unauthorized transmission of a performance, or of the sounds embodied in a phonogram fixing
such performance, to RAM memory would potentially violate the rights of both the owner of the
performance and of the phonograi.

% Article 11(2) in an earlier draft, similar to the proposed and later deleted Article 7(2), was also deleted. Article
11(2) would have provided: ASubject to the conditior
applicability of, Article19(2), it shall be a matter for legislation in Contracting Parties to limit the right of
reproduction in cases where a temporary reproduction has the sole purpose of making the phonogram audible or
where a temporary reproduction is of a transient or imtédenature, provided that such reproduction takes
place in the course of use of the phonogram that is authorized by the producer of the phonogram or permitted by
l aw in accordance with this Treaty. o

% The WIPO Performances and Phonograms Treaty contaimsiber of important provisions relevant to the

Internet that are not discussed elsewhere in this paper. Article 4 requires Contracting Parties to afford national
treatment to nationals of other Contracting Parties. Article 5(1) affords moral righesfdonpers:

Al ndependently of a performerés economic rights, and
as regards his live aural performances or performances fixed in phonograms, have the right to claim to be

identified as the perfoner of his performances, except where omission is dictated by the manner of the use of

the performance, and to object to any distortion, mutilation or other modification of his performances that would

be prejudicial to hi s 5(gwhichwag deleted.indhe findl vepsiom wooldshave Ar t i c |
allowed any Contracting Party to declare in a notification deposited with the Director General of WIPO that it

will not apply the provisions of Article 5.

Article 6 grants performers the exclusivght of authorizing the broadcasting and communication to the public
of their unfixed performances (except where the performance is already a broadcast performance) and the
fixation of their unfixed performances. Articles 9 and 13 grant performers addqars of phonograms,
respectively, the exclusive right of authorizing the commercial rental to the public of the original and copies of
their performances fixed in phonograms and of their phonograms.

Article 15 provi des t hohphondgfams]sieal eénjoyrthmaghtdo aaimgb: equitaled uc er s
remuneration for the direct or indirect use of phonograms published for commercial purposes for broadcasting

or for any communication to the publiittoi sThedAgseéeodc
Article 15 does not represent a complete resolution of the level of rights of broadcasting and communication to

the public that should be enjoyed by performers and phonogram producers in the digital age. Delegations were
unable toachieve consensus on differing proposals for aspects of exclusivity to be provided in certain
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Thus, the WIPO Performaas and Phonograms Treaty replicates the same uncertainty as
the W PO Copyright Treaty with respect to the

performances and phonograms will fall within
Indeed, the definii on of the right of reproduction in A
indirecto reproductions, together with the br

adopt an approach that is closer tokh&l decision tharthe WIPO Copyright Treaty.
4. Whether Volition Is Required for Direct Liability

Even assuming the rationale of &Il case and the provisions of the WIPO Treaties are
applied to deem all reproductions during transmission of a work throadht#drnet to be
Acopieso within the copyright ownerés rights,
responsible for the making of such copies. Multiple actors may be potentially connected with a
particular copy or copies of a work on the Intersath as a work posted to a bulletin board
service (BBS) the original poster of the work, the BBS operator, the Online Service Provider
(OSP) through which the BBS is offered, a user downloading a copy of the work from the BBS,
and perhaps the operatafsnode computers through which a copy of the work may pass during
the course of such downloading. Which one or more of these actors should be deemed to have
made the copy or copies?

The most difficult aspect of the issue of which actors should be fabt®pies made in
the course of the downloading, viewing or other transmission of a work through the Internet
stems from the fact that many such copies will typically be raatiamatically For example,
Acopieso of the wor ktonaticaly be madé ie theoRAM (amd pgssiblyt ) wi
in temporary hard disk storage) of each interim node computer within the transmission path of
the work through the Internet. And the modems on the initiating and receiving ends of the
transmission will buffertte data to be transmitted. Internet search engine services may use
Aspiderso to ficrawl o through the Internet and
the course of creating an index of that material.

circumstances or for rights to be provided without the possibility of reservations, and have therefore left the
i ssue to future resolution. o

Under Article 17(1)the term of protection to be granted to performers under the Treaty is at least 50 years from
the end of the year in which the performance was fixed in a phonogram. Under Article 17(2), the term of
protection to be granted to producers of phonogramsruhdédreaty is at least 50 years from the end of the

year in which the phonogram was published, or failing such publication within 50 years from fixation of the
phonogram, 50 years from the end of the year in which the fixation was made.

> Article 16 affads a generic vehicle for the adoption of exemptions or exceptions to rights conferred in the

Treaty. Article 16(1) provides that AContracting Par
kinds of limitations or exceptions with regaudthe protection of performers and producers of phonograms as

they provide for in their national legislation, in connection with the protection of copyright in literary and artistic

wor ks. o Article 16(2) providegs,eahgyweuvdrat diiCminltaractto |
confine any limitations of or exceptions to rights provided for in this Treaty to certain special cases which do not
conflict with a normal exploitation of the phonogram and do not unreasonably prejudice the legittaraists

of the performer or of the producer of phonograms. 0
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Should a volitional act be required on tretof a third party to be liable for a copy made
during transmission? If so, isd&ectvolitional act to cause the copy to be made required (as in
the case of the original poster or the ultimate recipient of the copy), or is it sufficient if there was
a volitional act in setting up the automatic process that ultimately causes the copy to be made (as
in the case of the BBS operator, the OSP or the search engine service)? In view of the fact that
copyright law has traditionally imposed a standard ot siibility for infringement® one could
argue that a direct volitional act may not be required.

In addition to copies made automatically on the Internet, many infringing copies may be
madeinnocently For example, one may innocently receive enaél message that infringes the
copyright rights of another and print that message out. Or one may innocently encounter (and
copy into the RAM of oneds computer or print

Several cases have addressed theiesdirect liability on the part of OSPs, BBS
operators, and others for infringement of the reproduction right by users of the service, and in
particular how much of a volitional act is required for direct infringement liability:

(@) The Netcom Case

The wellknown case oReligious Technology Center v. Netcom-One
Communication Servic8Srefused to impose direct infringement liability on an OSP for copies
made through its service, at least where the OSP had no knowledge of such infrisgdme
that case the plaintiffs sought to hold liable the OSP (Netcom) and the operator of a BBS which
gained its Internet access through the OSP fo
bulletin board. The works in question were postgdn individual named Erliéht o t he BBS6 s
computer for use through UsefiétThe BBS6s computer automaticall
OSP then automatically copied the posted works onto its computer and onto other computers on
the Usenet. In accordamuvith usual Usenet procedures, Usenet servers maintained the posted
works for a short period oftinfee | even days on Netcomds comput er
BBSo6s c 9 e ®SPeneither created nor controlled the content of the information

8 Religious Technology Center v. Netcom-Oine Communications Sery€907 F. Supp. 1361, 1367 & n.10

(N.D. Cal. 1995)R. Nimmer, Information Law 1 4.06, at26 (2001). Intent can, however, affect statutory
damages to be awarded to the plaintifietcom 907 F. Supp. at 1367.

% Butcf.R. Nimmer, Information Law § 4.06,at$40 (2001 Cum. Supp. No. 2) (AAlt
liability statute, there should be some [sort] of wvol
is merely used to create a copy byhatr d party. 0) .

8 907 F. Supp. 1361 (N.D. Cal. 1995).

61

In an earlier order, the court had entered a preliminary injunction against Erlich himself.

 The Usenet is fa worldwide community of el ecthronic BE
the Internet community. The messages in Usenet are organized into thousands of topical groups, or
6Newsgroupsod . ... As a Usenet wuser, you read and cor
di stributes it srUsesetsites based onsvarious ignglicittarad explicihcenfiguration settings,
and in turn receives postings from other s97tes. o Dan
(1994).

% Netcom 907 F. Supp. at 1367.
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availableto its subscribers, nor did it take any action after being told by the plaintiffs that Erlich
had posted infringing messages through its sy§tem.

The court cast the issue of direct Iiabil:]
for incidental opies automatically made on their computers using their software as part of a
process initi a’ EhecourtyistiaguisheMAr, d npa ri tnyg. MAlhthet fun | i
mere fact that Netcomémpeyategemcopiceseot apl gi mi
not mean that Netcom has caused the copying.
or implementing a system that automatically and uniformly creates temporary copies of all data
sent through it is nainlike that of the owner of a copying machine who lets the public make
copi es ®whetcdurt hield that, absent any volitional act on the part of the OSP or the BBS
operator other than the initial .iab#ty tarriedgo up of
its natural extreme, would lead to unreasonable liability:

Although copyright is a strict liability statute, there should still be some element
of volition or causation which is |l acking
used to cre@ a copy by a third parfy.

Accordingly, the court refused to hold the OSP liable for direct infringement. The court
also refused to hold the BBS operator | iabl e
storage on a deafrilgingcapres ahdretrangraidsiento othér servers is not a
direct infringement by the BBS operator of the exclusive righ¢pooducethe work where such
copies are upl oa d é&drhetcqurt further hetdfthatithe \arnmgof thes e r . o
presece of infringing material the plaintiffs had given did not alter the outcome with respect to
direct infringement liability:

Whether a defendant makes a direct copy that constitutes infringement cannot
depend on whether it received a warning to deletentgsage. This distinction
may be relevant to contributory infringement, however, where knowledge is an
element?®

The result of thé&letcomcase with respect to liability for direct infringement for the
transmission and intermediate storage of copyrightaterials by an OSP was codified in the
first safe harbor for OSPs set forth in Section 512(a)(1) of the Digital Millennium Copyright
Act,”® discussed in detail in Section I11.C below.

64

. at 1368.
65

= Iz

% 1d. at 1369.

. at 1370.

67

2 g I

8 |d. at 137071 (emphasis in original).

. at 1370.
 H.R. Rep. No. 10551 Part 1, at 11, 24 (1998).
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(b) The MAPHIA Case
Another well known cas&ega Enterprises Ltd. v. MAPAJ* adopted the logic of the
Netcomcase and refused to hold a BBS and its system operator directly liable for the uploading
and downloadingainaut hori zed copies of Segads video g
participated in encouraging the unauthorized copying, which was not tNetdom (As
discussed below, the court did, however, find contributory liability.) Thkeace established
that the system operator had knowledge that the infringing activity was going on through the
bulletin board, and indeed that he had specifically solicited the uploading of the games for
downloading by users of the bulletin bodfdThe sstem operator also sold video game
Acopiers, 0 known as fASuper Magic Drives, 0 thr
subscribers to the BBS to play games which had been downloaded from tf& BBS.

In granting a motion by Sega seeking summary judgment aadh@pent injunction, the
court refused to impose direct liability for copyright infringement on the BBS and its system
operator, Chad Sherman. The court cited\tbEomcase for the proposition that, although
copyright is a strict liality statute, there should be some element of volition or causation which
is lacking where a defendantodés systl%lhe i s mere
court further stated:

Whil e Shermands actions i n htseofthe case are m
defendants itNetcom the Court find$\etcompersuasive. Sega has not shown

that Sherman himself uploaded or downloaded the files, or directly caused such

uploading or downloading to occur. The most Segashawn is that Sherman

operated his BBS, that he knew infringing activity was occurring, and that he

solicited others to upload games. However, whether Sherman knew his BBS

users were infringing on Segads copyright,
bearing on whether Sherman directly caused the copying to occur. Furthermore,
Shermanés actions as a BBS operator and co
analyzed under contributory or vicarious liability theories. Therefore, because

Sega has not shownathSherman directly caused the copying, Sherman cannot be

liable for direct infringemen®

948 F. Supp. 923 (N.D. Cal. 1996).
2 1d. at 928.

3 1d. at 929. The Super Magic Drive consisted of a connedich plugged into the video game console, a

receptacle which accepted video game cartridges, a main unit having a RAM to store games, and a floppy disk

drive. iA MAPHI A BBS user can download videandprograr

make copies with his or her computer or play those game programs through the adaptor drive. To play a

downl oaded game, the wuser places the floppy disk intoa

programd opti on a rmgramrframthetfldppy digskiwdheub a vigleo mgame partridge. The

adaptor drive also allows the user to cdbpy the conter
" 1d. at 932.

> 1d. (citations toNetcomomitted). An earlier opiniomithe case, issued in conjunction with the granting of a

preliminary injunction to Sega, although somewhat unclear in its holding, seemed to suggest that the defendants
-31-




(c) The Sabella Case

Similarly, in Sega Enterprises Ltd. v. Sabéftahe court refused to hold a BBS operator
liable for direct infringement of the reproduction right where there was no evidence that the
operator did any unauthorized copying herself. The defendant, Sabella, was the system operator
ofa BBS called AThe Sewer Line, o6 which contain
were uploaded and downl oaded infringing copie
BBS. The defendant also sold copiers that enabled users to play Segaigeetiggrdm floppy
disks without the need for a Sega game cartridge, and allowed purchasers of her copiers to
download files from her BBS without charge for a certain time period.

Al t hough the court agreed t hatipatorhttandef end a
those of the defendant Metcom the court nevertheless found thetcomc our t 6 s | ogi ¢
persuasive. ifSega has not shown that Sabell a
directly caused such uploadj or downloading to occur. The most Sega has shown is that
Sabella should have known such activity was occurring, that she sold copiers that played games
such as those on her BBS, and that she gave her copier customers downloading privileges on her
BB S @tingNetcom the court concluded that fAwhether
infringing on Segads copyright or encouraged
directly caused™® he copying to occur. o

couldbe held liable for direct infringement, at least for the unauthorized copies lggdivaded through the

bulletin board, although not for the subsequent downloading of copies by user of the bulletinSezSedga

Enterprises Ltd. v. MAPHIA857 F. Supp. 679, 683 (N.D. Cal. 1994)he court in the later opinion, however,

disavowed this interpretation of its earlier opinion. With respect to its earlier order granting a preliminary
injunction, the court cantaréad h suggesttbat Shérmman maybecliable fot hat or
direct copyright infringement k6 SeghEntesrisesiLtd. v.iMARPHAD and s
948 F. Supp. 923, 932 n.5 (N.D. Cal. 1996)

The court also rejected aif use defense raised by Sherman. With respect to the first fair use factor, the
purpose and character of the use, the court found th
downl oading of Segads games tended to préfiedaectly ffomehe contentot i a |

the information made available on his BBS because his copier customers could use the game files to play the

games rather than purchase Sega game cartridges. This distinguishes Sherman from the Internét provide
Netcomwho did not gain anything from the cldattO#ant of t he

With respect to the second fair use factor, the nature of the copyrighted work, the court noted that the Sega

video games ere for entertainment uses and involved fiction and fantasy, so that the second factor weighed
against fair useld. The court found that the third factor, the extent of the work copied, weighed against fair use
because BBS users copied virtually entiopyrighted works, and Sherman had not shown any public benefit or
explanation for the complete copyintd. at 935. Finally, the court found that the fourth factor, the effect of the
use upon the market, al so wesarelordyplaymgtheiganredintheaown us e.
homes and even if there are currently only a limited number of users that have copiers, unrestricted and
widespread conduct of this sort would result in a substantial adverse impact on the market for the Sega games

Id.

61997 Copyr. Law. Dec. 1 27,648 (N.D. Cal. Dec. 18, 1996).
T 1d. at 29,84748.
. at 29,848.

78
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The court did rulehowever, that Sabella was liable for contributory infringement. The
court cited the NHonovish, InC v. Cletryi Auctios, Inb.b fprovidingg 1 n
the site and facilities for known infringing
" The court noted that Sabella provided the BBS as a central depository site for the unauthorized
copies of games, and allowed subsequensd r i buti on of the games by
provided the facilities for copying the games by providing, monitoring, and operating the BBS
software, hardware, and phone lines né&cessary
Accordingly, she wa liable for contributory infringement under thenovisastandard’

The court went further, however, holding that even an alternative and higher standard of
Asubstantial participation, 0 Sabthdsitemandwas | i ab
facilities for the known infringing conduct. She provided a road map on the BBS for easy
identification of Sega Yamescauatl abbe fejedo
use defense, issued a permanent injunction adgaateslla, and awarded Sega statutory damages
of $5,000 per infringed work.

In contrast to the preceding cases, several cases have held that where a defendant BBS
operator has a more direct participation in the acts of infringement of its subscribenspr use
there can be direct infringement liability for those acts:

(d) The Frena Case

Playboy Enterprises, Inc. v. Freffadecided beforéletcom MAPHIA andSabella goes
further than those cases and established liability for the acts of subscribers without a direct
volitional act on the part of the operator. In that case, the court held the operator of a BBS,
Frena, responsible for infringement of the rightslistributionanddisplay(although curiously
not the right ofreproductio) wi t h respect to the plaintiffos
distributed and displayed through the bulletin board bysides's, despite evidence that the
operator never himself uploaded any of the photographs onto the bulletin board and removed the
photographs as soon as he was made aware ofthéniT her e i s no di spute th
supplied a product containingpauthorized copies of a copyrighted work. It does not matter that
Defendant Frena cl ai ms he %dAltbughtbecasendiknet t he c o

976 F.3d 259, 264 (9th Cir. 1996).
8 sabella 1997 Copyr. Law. Dec. { 27,648 at 29,849.

8 Another recent case applied thenovisastandard to hold the defendant Cyrix Corporation liable for

contributory infringement for posting on its website some copyrighted applet software of the plaintiff from

which it could be downloadddbbardsesse WICyhixhéesdefeobddis
liable because it encouraged and provided the resources for known infringing activity, i.e. the copying by others

of the applet software t ha tCred@ivellabx Inacnaw@ieCompv4adi | abl e on i
U.S.P.Q.2d 1872, 18786 (N.D. Cal. 1997)

82 Sabella1997 Copyr. Law. Dec. ] 27,648 at 29,849.
8 839 F. Supp. 352 (M.D. Fla. 1993).

8 1d. at 1554.

. at 1556.

85
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Id
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generate a finding of |iability with respect
respect to finding infringement of the rights of distribution and display would seem to apply to
the reproduction right as well.

The reach oFrenamay be limited, however, because the BBS was apparently one
devoted to photographs, muchitoof adult subject matter, and subscribers routinely uploaded
and downloaded images therefrom. Thus, the court may have viewed Frena as a more direct
participant in the infringement, having set up a bulletin board that was devoted to the kind of
activity that would foreseeably lead to infringement. The undisputed evidence of the presence on
the bulletin board of the plaintiffds photogr
plaintiffodos trademar ks and t tyeaddnde oFsufeciera 6 s adv
involvement for the court to find direct infringement of the public distribution right. Similarly,
Frenads selection of the infringing content f
sufficient involvement to find déct infringement of the public display rigft.

In addition, as discussed in detail below, the legislative history of the Digital Millennium
Copyright Act, which contains a number of safe harbors that address the issue of OSP liability,
states that it wamitended to overrule thérenacase, at least to the extéimenasuggested that
passive, automatic acts engaged in through a technological process initiated by another through
the facilities of an OSP could constitutesdir infringement on the part of the O8PIn a case
decided in 2001, the Fourth Circuit held that the Digital Millennium Copyright Act had indeed
overruledFrenai i nsof ar as that case suggests that [ pa
technologia | process initiated by anot®her] could coc

(e) The Webbworld Case

In a case factually similar terena a company operating a website was held directly
liable for the posting of copyrighted material on its sitecl could be downloaded by
subscribers. IRlayboy Enterprises, Inc. v. Webbworld, fitthe defendant Webbworld, Inc.
operated a website ¢adl Neptics, which made adult images available to subscribers who paid
$11.95 per month. Over a period of several months, images became available through the
Neptics website which were originally created by or for the plaintiff Playboy Enterprises, Inc.

The court rejected the defendantds ar gumen
infringement under the logic of tidetcomcase. The court distinguished tietcomcase on
the ground that Netcom did not createcontrol the content of the information available to its
subscribers, but rather merely provided access to the Internet. In contrast, the court noted that

8 K. Stuckey, Internet and Online Law § 6.10[1][b], 88®i 6-89 (2008).
8 H.R. Rep. No. 10551 Part 1, at 11 (1998).

8  ALS Scan, Inc. v. RemarQ Communities, |39 F.3d 619, 622 f4Cir. 2001). A subsequent district court
cited with approval t he F oSeaCostar GBoupr lrc.w.i Loopret, Ind€é4H. si on o n
Supp. 2d 688, 6996 (D. Md. 2001)a f f333dF.3d 544 (ACir. 2004).

8 968 F. Supp. 1171 (N.D. Tex. 1997)
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Neptics was receiving payment selling the images it stored on its computers, and therefore was
ading as more than merely an information conduit.

The defendant also argued that it could not be held liable for direct infringement because
it had no control over the persons who posted the infringing images to the adult newsgroups from
which Nepticsobtaned i1 ts materi al. The court rejectec
Neptics surely has control over the iIimages it
absence of the ability to exercise such control, however, is no defensality.lisfta business
cannot be operated within the bounds of the Copyright Act, then perhaps the question of its
l egiti mate existente needs to be addressed.

(@)

(f) The Sanfilippo Case

In Playboy Enterprises, Inc. v. Sanfilipfothe court found the defendant operator of a
website through which 7475 of the plaintiffds
for infringement. The deferadhit admitted copying 16 files containing a great many of the images
from a third party source onto his hard drive andRDM. He also admitted that 11 other files
containing such images were uploaded to his hard drive by a third party. The court &und th
because the defendant had authorized the third party to upload such files to his site, the defendant
was directly liable for such upload as a violation of the exclusive right under Sectiohth@6
copyright$ at ut e to fAauthorizeo others to reproduce
that the defendant had willfully infringed 1699 of the copyrighted images.

One of the most interesting aspects of$a@filippocase is the amount damages the
court awarded. The plaintiff sought statutory damages, and argued that a statutory damages
award should be made for each individual image that was infringed. The defendant argued that,
in awarding damages, the court should consider theHfacthe copied images were taken from
compilations and, therefore, an award should be made only with respect to each particular

magazineds copyright from which the i mages we
allowed a statutory damage awé#od each image on the grounds that each image had an
independent economic value on its own, each i
© |d. at 1175.

L 1d. The court also held that the principals of Webbworld could be held vicariously liable for the infringements.

Although the principals had no control over those responsible for originally uploading the infringing images
onto the Interniesites from which Webbworld drew its images, the principals had the right and ability to control
what occurred on the Neptics website. The court ruled that the $11.95 subscription fee gave the principals a
sufficient direct financial benefit from the hiriging activity to hold them vicariously liabldd. at 1177.

The court made its rulings in the context of a motion for summary judgment by the plaintiff. The court granted
summary judgment of infringement with respect to sy copyrighted imagesub denied summary judgment
with respect to sixteen additional images because of the presence of material issues of fact. In a subsequent
ruling, the court found the defendants directly and vicariously liable with respect to these sixteen additional
imageshased on a similar legal analysis of liabilitgeePlayboy Enterprises, Inc. v. Webbworld, |45

U.S.P.Q.2d 1641 (N.D. Tex. 1997)

921998 U.S. Dist. LEXIS 5125 (S.D. Cal. 1998).
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effort concerning a parti c ardthe defendant markgtedot ogr
each one of thenages separately. The court awarded statutory damages of $500 per image, for a
total damage award of $3,737,550.

() The Free Republic Case

Even where there is a direct volitional act on the part of a website operator in copying
copyrighted material ontas site, difficult questions relating to First Amendment and fair use
rights may arise, particularly where the Web is used to facilitate free ranging discussion among
participants. For example, in 1998, the Los Angeles Times and The Washington Past filed
copyright infringement lawsuit against the operator of a website called the Free Republic. The
site contained news stories from dozens of sources (including the plaintiffs), posted both by the
operator of the site and its users, and users were allovatthth comments to the storiésThe
plaintiffs argued that, because verbatim complete copies of their news stories were often posted
on the website, it was reducing traffic to their own websites on which the articles were posted,
and was harming theability to license their articles and to sell online copies of archived
articles?® The defendants raised defenses under the fair use doctrine and under the First
Amendment’ The defendants moved for summary judgment on all claims and the plaintiffs
crossmoved for summary judgment on the defendant

The court rejected the defendantsd fair us
be liable for infringement® The court ruled that the first fair use factor (purpose and character
of the use) favored the plaintiffs, noting there was little transformative about copying the entirety
or portions of the articles, since the articl
that for which one would normally seek to obtain thginal i for ready reference if and when
websites visitors needed to look at’it. The court also rejected the addition of commentary to
the articles as favoring the defendants under the first factor, noting that the first posting of an
article to the g¢e often contained little or no transforming commentary, and in most cases it was
not necessary to copy verbatim the entire article in order for users to be able to comment on the
article®® Finally, the court noted that the Free Republic site was-prédit site, for which the

% |d. at *1819.
% The plaintiff requested an astronomical $285,420,000 in statutory damages ($20,000/image for 5776 images that
were not willfully infringed, and $100,000/image for 1699 imageswlegie willfully infringed).

% Los Angeles Times v. Free Republiet U.S.P.Q.2d 1453, 148 (C.D. Cal. 2000)

% 1d. at 1457.

9 |d. at 145455.
98

The court limited its opinion to the availability of the defenses on which the defendantewed fior summary
judgment . The court stated it was expressing no opir
articles at issue in this case is to a large extent copying bypghivd t y user s, 0 the plaintiff
against the dehdants for copyright infringemenkd. at 1458.

% |d. at 146061.

Id. at 1461 & 146354. The most telling fact on the latter point was that the Free Republic provided a hypertext
linktoJ e wi s h  Wo rweltsiteRtdty reqeestpasd asked thaeFRepublic visitors no longer copy the
publicationésldarlde3.cl es verbati m.
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copying enhanced the defendantsdé ability to s
website operation and other businesses of the website op8tator.

The second fair use factor (nature of the copyrighted work) favoretetardants,
because the copied news articles were predominantly factual in Hatiiee third fair use
factor (amount and substantiality of the portion used in relation to the copyrighted work as a
whole) favored the plaintiffs, because in many cases exgees of the entire article were made
and the court had previously found that copying of the entire article was not necessary to
comment on it® Finally, the fourth fair use factor (effect of the use on the potential market for
or value of the copyrigkd work) favored the plaintiffs, because the court found that the
availability of complete copies of the articles on the Free Republic site fulfilled at least to some
extent demand for the original wor RKiensand di mi
their articles:>* On balance, then, the court concluded that the defendants could not establish a
fair use defens&?

The court also rejected the defendantsd Fi
defendants had failed to show that copyingre news articles was essential to convey the
opinions and criticisms of wvisitors to the si
attached to a summary of the article, or Free Republic could have provided a link to the
pl ai nt i fsfvle® thevaetibles icauld be foulid.

The parties subsequently settled the case, pursuant to which the court entered a stipulated
final judgment enjoining the defendants from copying, posting, uploading, downloading,
distributing or archiving any ofthegli nt i f f s6 wor ks, Oor encouragi n:
any website or other online service that accomplished or permitted any of the foregoing, except
as otherwise permitted by the plaintiffs in writing or by the fair use doctrine. The defendants
agreed to pay $1,000,000 in statutory damages for past infringintf acts.

(h) The MP3.com Cases

In 2000, the Recording Industry Association of America, Inc. (RIAA), on behalf of 10 of
its members, filed a complaint in federal court in the Southern Districewf Ybork for willful

101

Id. at 146466.
102 |d. at 1467.
103 1d. at 1468.

104 |d. at 14707 1 . The court rejected the defendantsé argument
sites through referrals off its own site, noting that the defendants had not addressed how many hits to the
plaintiffséd sites were diverted away as a conhsequence
also cited several cases rejectinpe ar gument that a use is fair because
copyrighted work.ld. at 1471.

195 1d. at 1472.
1619, at 147273.
197 Los Angeles Times v. Free Republi® U.S.P.Q. 2d 1862 (C.D. Cal. 2000).
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copyright infringement against MP3.cd%m, based
According to the complaint, this service allowed users to gain access through the Internet, and
download digital copies of, commercial CDs, using ongvofcomponent services:

Al nstant Li §Ynelerthissprvieeearusei coutd place an order for a commercial CD
through one of several online CD retailers cooperating with MP3.com, and then immediately
have access to the song tracks on that GEdton an MP3.com server, before arrival of the
shipment of the physical CD ordered by the d8er.

fi B e -& tih ©nder this service, a user could insert a commercial CD or a copy thereof

(authorized or unauthorized) into his or her computesFGIM drive. Ifthe MP3.com server

was able to recognize the CD, the user was then given access to the song tracks contained on the
CD stored on an MP3.com servét.

In order to offer the My.MP3 service, MP3.com purchased and copied the tracks from
several tens of thousas of commercial CDs onto its servéts.When users accessed sound
recordings through My.MP3, it was these reproductions made by MP3.com that were accessed,
and not any copies m&dTe plaintéfssought @rulingshatthe 8 own C
copying d the commercial CDs onto the MP3.com servers constituted willful infringement of the
copyright rights of the plaintiffs.

The case raised the very interesting issue of whether, assuming that users who are the
owners of a lawful copy of a CD could lawfullpload a copy thereof to an MP3.com server for
their own private use under Section 18988f the Audio Home Recording Act of 198%0r
under the fair use doctrine, it should be lawful for MP3.com to assist users in accomplishing that,
and, if so, whether ghould be permissible to do so by advance copying of tracks in anticipation
of a user ordering or already owning a CD containing those tracks.

The court ruled that the copying by MP3.com of the commercial CDs made out a prima
facie case of direct copyrightfringementt®®and rejected the defendant d

198 Complaint for Copyright InfngementUMG Recordings, Inc. v. MP3.com, IndJo. 00 Civ. 0472 (S.D.N.Y.
Jan. 21, 2000).

199 1d. 4 & App. A.
10 g,

11 UMG Recordings Inc. v. MP3.com In@2 F. Supp. 2d 349, 350 (S.D.N.Y. 2000).
uz g

3 Section 1008 pr ovi dastunderthiftile aleginginbimenmeit gf capyeightbaseduon
the manufacture, importation, or distribution of a digital audio recording device, a digital audio recording
medium, an analog recording device, or an analog recording medium, or based@mctiramercial use by a
consumer of such a device or medium for making digita
U.S.C. § 1008.

14 pub. L. No. 10563, 106Stat. 4244 (1992).

W AThus, although deiftesn dsaenrtv isceee kass ttoh ep oérfturnacyt i onal equi
CDs, in actuality defendant is-pdaying for the subscribers converted versions of the recordings it copied,
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copying was a fair use. The court ruled that the first fair use factor (purpose and character of the
use) weighed against the defendant beciduse th

falthough defendant was not charging users a f
sufficiently |large subscription ba$%Tha o draw
court rejected the def en di@ansformhaivedecagisentalloed t h a't
users to fispace shifto their CDs into another
recordings without |l ugging around physical CD
way of saying that the unauthorizecpees are being retransmitted in another meditan
insufficient basis for an¥ |l egitimate claim o

With respect to the second factor (nature of the copyrighted work), the court held that,
because the copyrighted works at issue wereigesatusical works, this factor weighed against
defendant!® The third factor (amount and substantiality of the copyrighted work used) also
weighed against the defendant because the defendant had copied, and the My.MP3 service
replayed, the copyrighted warlin their entirety®

Finally, with respect to the fourth factor (effect of the use upon the potential market for or

value of the copyrighted work), the court not
invade pl aintiff séheirscopgrightet soung reqordiggh to others forl i c e n s
repr odidcTthieord.edf endant argued that its activiti

subscribers could not gain access to recordings through MP3.com unless had already purchased,
or agreed to pehase, their own CD copies of those recordings. The court rejected this argument
on the following rationale:

Any all egedly positive impact of defendant
in no way frees defendant to usurp a further market thattljiderives from
reproduction of the plaintiffsd copyrighte
copyrightholder had not yet entered the new market in issue, for a
copyrightholderoés fiexclusiveo rights, deri
Copyright Act include the right, within broad limits, to curb the development of

wi t hout authorization, fr om plnekesdutafpfesur@ptive capeyof i ght ed C
infringement under the Copyright Act of 1976 é.20 92
18 1d. at 351.
17 . Contrast this hol di ng RWAY Diantord MulthhediatSys180F.8dc ui t 6 s st

1072, 1079 (9th Cir. 1999in which the Ninth Circuit found space shifting of a recording from a CD onto the

ARi o0 portable MP3 player devi c e-encddihgobmugichdataengpded c e s s k
in CD format into the MP3 cbmniereial pecsonatase gntirélyoconbigentfiviha r a d i ¢
the purposes of the [ Audio Home Recording Act]. o

18 UMG, 92 F. Supp. 2d at 3532.
9 |d. at 352.

120 |
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such a derivative market by refusing to license a copyrighted work or by doing so
only on terms the copyright owner finds acceptable.

The court therefore ruled that the defendant waentitled to a fair use defense as a
matter of law, and entered partial summary judgment holding the defendant to have infringed the
plaintiff¥8Bubspyuieqht $0 the courtés ruling of
with all but one of thelaintiff record companies (Universal Music Group) by taking a license to
reproduce the plaintiffsdé recordings on its s
subscribers, for which MP3.com reportedly paid $20 million to each of the recordries pad
agreed to pay a few pennies each time a user placed a CD in his or her locker, plus a smaller
amount each time a track was play&tl.

Universal Music Group pursued a claim of statutory damages against MP3.com. The
court concl ud e #@ringenreatvas MiPfd, ardd awaied statutory damages of
$25,000 per CD illegally copied by MP3.cdfEven based on the defenda
there were no more than 4,700 CDs for which the plaintiffs qualified for statutory damages (an
issue that waito have been the subject of a separate trial), the statutory damages award would
have come to $118,000,068. On the eve of trial, the defendant settled with Universal Music
Group by agreeing to pay the plaintiff $53.4 million and to take a licenseitovUnr s al 6 s ent i
music catalog in exchange for unspecified royalty payméhts.

MP3. comds | egal troubles did not end with
Aug. 8, 2001, a group of over 50 music publishers and songwriters filed suit againsbivif®d.
claims of copyright infringement very similar to those asserted by the RIAA plaintiffs. The
plaintiffs sought to hold MP3.com liable for the copies of their works made in connection with
the My. MP3. com service, adi wedilbatsi 6ondo ohecaomi
works allegedly done through services such as Napster, Gnutella, Aimster, and Music City by
MP3.com users after they download digital copies through MP3:€oMumerous other suits

121 1d. (citations omitted).
122 1d. at 353.
e

Id.
12 SeeJon Heal ey, AMP3.com SanosdMesurywNevidhne BOVAB)O), aVaA; Ghesr , 0
O6Bri en, AMP3 Sets Final Pact: UnS$an égoseMarcuryMev@ove Gr o u p
15, 2000) at 1C, 14C.

124 UMG Recordings Inc. v. MP3.com, In&6 U.S.P.Q.2d 1376, 1379, 1381 (S.D.N2¢00). The court rejected
the plaintiffsé argument that a statutory damages awa
CD. The court cited 17 U.S.C. § 504(c)(1), which provides that a statutory damages award may be recovered in
aspedii ed range fAwith respect to any one work, o0 and fur
derivative wor k UWMsRecbrdirtgulhcev. MPB.eom mA09 k..Sopp. 2d 223, 226
(S.D.N.Y. 2000).

125 56 U.S.P.Q.2d at 1381.

126

O 6 Bm, sugranote 123, at 1C.

" AMusic Publishers, Songwriters Sue MP3.BNAmsfor o6Viral

Electronic Commerce & Law Repdaug. 29, 2001) at 933. In late August of 2001, MP3.com was acquired by
media company Vivendi Uversal.
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were brought against MP3.com as well. Example, in Sept. of 2001, Isaac, Taylor & Zachary
Hanson also sued MP3.com for copying of their copyrighted songs on My.MP3tom.

Numerous opinions have been issued as a result of these lawsuits, holding MP3.com
liable for willful copyright infringemenand ruling it collaterally estopped from denying that it
willfully infringed the plaintiffsd various c¢
of thousands of CDs in late 1999 and early 2590.

(i) The CoStar Case

In CoStar Group Inc. v. LoopNdhc.,**’ the plaintiff CoStar maintained a copyrighted

commercial real estate database that included photographs. The defendant LoopNet offered a
service through which a user, usually a real estate broker, could post a listing of commercial real
estate avitable for lease. The user would access, fill out, and submit a form for the property

available. To include a photograph of the property, the user was required to fill out another form.

The photograph would initially be uploaded into a separate folderb o o p Net 6 s system
would first be reviewed by a LoopNet employee to determine that it was in fact a photograph of
commercial property and that there was no obvious indication the photograph was submitted in
violation of LoopNetsdés 1t érmbeaptdotogdaph met
employee would accept it and post it along with the property listing. CoStar claimed that over

300 of i1its copyrighted photographs had been p
both direct anatontributory copyright liability:*

CoStar argued that LoopNet should be directly liable for copyright infringement because,
acting through its employeesd review and subs.
directly copying and distributing thénptographs, citing thErenacase discussed above in
Section Il.A.4(d). The district court rejected this argument, noting that the Fourth Circuit in the
ALSScancase had concluded that the | egislative h
intent to overule theFrenacase and to follow thHetcomc a s e , under which an C
for postings by its users must be judged under the contributory infringement d&%trine.

The Fourth Circuit affirmed this ruling on appé#l.Citing its own decision in thaLS
Scancase, the Fourth Circuit noted that it had already held that the copyright statute implies a
requirement of volition or causation, as evidenced by specific conduct by the purported infringer,

12 St even Bonisteel, fiHanson Sues Music Locker Service C(
2002 atwww.newsbytes.com/news/01/170530.html

129 gee, e.g.Country Rod Music, Inc. v. MP3.com, Inc279 F.Supp.2d 325 (S.D.N.Y. 200Zpmba Enters., Inc.
MP3.com, Inc. No. 00 Civ. 6833 (S.D.N.Y. Jun. 8, 200Irevee Toons, Inc. v. MP3.com, Int34 F. Supp.
2d 546 (S.D.N.Y. 20011JMG Recordings, Inc. v. MP3.com, In&No. 00 Civ. 472, 200 WL 1262568
(S.D.N.Y. 2000).

130164 F. Supp. 2d 688 (D. Md. 2001).

131 1d. at 69192.

132 1d. at 69596.

133 CoStar v. LoopNet373 F.3d 544 (ACir. 2004).
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for direct liability.** Mere ownership of an electrorfacility by an OSP that responds
automatically to userso6 input is not sufficie
owners, contractors, servers, and users involved in the Internet whose role involves the storage

and transmission ofadia in the establishment and maintenance of an Internet facility. Yet their

conduct is not truly 6écopyingd as understood
wouldbe copiers and have Mt interest in the co|
The courtalsoinferred r equi r ement of volition from th

which requires the making of Afixedo copies.
the court concluded that transient copies made by an OSP acting merely as a conduiito trans
information at the instigation of others does not create sufficiently fixed copies to make it a direct
infringer of copyright®* Accordingly, the court concluded, 0
Netcom we hold that the automatic copying, storage taaasmission of copyrighted materials,

when instigated by others, does not render an ISP strictly liable for copyright infringement under

AA 501 and 106 d¥TheecCopyrabbo Atfiomed the
the quick reviewofpot ogr aphs performed by LoopNetds emp
posted on the site did not amount to ficopying
in storing the copy*®

() The Ellison Case

The case oEllison v. Robertsofi** discussed inetail in Section 111.C.5(b)(1)(i) below,
refused to hold an OSP liable for direct infringement based on infringing materials posted on its
service by users without its knowledge on Usenet servers hosted by AOL (infringing copies of
fictional works).

(k) Perfect 10 v. Cybernet Ventures

In Perfect 10, Inc. v. Cybernet Ventures, f€the court refused to hold the defendant
Cybernet, an fAage verification serviceo that
adult, to a service that would enablerth® gain access for a monthly fee to a large number of
member sites displaying pornographic pictures, liable as a direct copyright infringer based on the
unaut horized presence of the plaintiffsd copy
Thecourt discussed thdetcom MAPHIA, andHardenburgltases (thélardenburgttase is
discussed in Section II.C below), then concluded as follows:

134 |

o

. at 549.

135 d. at 551.

136

137

. at 555.
. at 556.

139 189 F. Spp. 2d 1051 (C.D. Cal. 200,f f 6 d i n p ar t357&.8cH1072 &th Eid 2004 (digtrimtr t
courtds ruling of no direct infringement not <chall eng

140 213 F. Supp. 2d 1146 (C.D. Cal. 2002).

g & & |

138

[
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The principle distilled from these cases is a requirement that defendants must

activelyengage in one of the tagties recognized in the Copyright Act. Based on

the evidence before the Court it appears that Cybernet does not use its hardware to

either store the infringing images or move them from one location to another for

display. This technical separation\ween its facilities and those of its

webmasters prevents Cybernet from engaging in reproduction or distribution, and

makes it doubtful that Cybernet publicly displays the works. Further, there is

currently no evidence that Cybernet has prepared worke basepon Per fect 100
copyrighted material. The Court therefore concludes that there is little likelihood

that Perfect 10 will succeed on its direct infringement th&Bry.

() Field v. Google

In Field v. Google*? discussed in greater detail in Section Il1.B)4galow, the court
ruled that Google should not be liable as a direct infringer for serving up through its search

engine, in response to user search queries, ¢
been cached by Go o,ghe €dvgeba. uCitingrndetcenthndCaSaw | e r
cases, the court noted that a plaintiff must

in order to support a fi ntiPRorgometinkndwnreason,the opyr
plaintiff did not allege that Google committed infringement when its Googlebot made the initial
copies of the plaintiffoés Web pages on which
stored those copies in the Google cache, nor did the plaintiff assert claimstfdsutory or

vicarious liability. Instead, the plaintiff alleged that Google directly infringed his copyrights

when a Google user clicked on a link on a Google search results page to the Web pages

containing his copyrighted materials and downloaded lasthcopy of those pages from
Googleds "omputers.

The court rejected this argument:

According to Field, Google itself is creating and distributing copies of his works.
But when a user requests a Web page contained in the Google cache by clicking

on ac hfie@ad | ink, it is the wuser, not Googl e,
of the cached Web page. Google is passive
respond automatically to the userdés reques:

would not be createaind sent to the user, and the alleged infringement at issue in
this case would not occur. The automated;vaitional conduct by Google in
response to a userodos request does not cons

Copyright Act'*®

141 1d. at 116869.
142412 F. Supp. 2d 110@®. Nev. 2006).

143 1d. at 1115.
144 |d

145 |
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(m) Parker v. Google

In Parker v. Googlé* pro se plaintiff Gordon Parker was the owner of copyright in-an e
book titled 29 Reasons Not To Be A Nice Guy.
asserted that Googleds automatic drecchiving of
infringement of his copyright. He also claimed that when Google produced a list of hyperlinks in
response to a userodos query and excerpted his
his copyrighted work?’

The district court rejectetthese claims. Citing theostarandNetcomcases, the district

court held that fAwhen an | SP automatically an
intervention so that the system can operate and transmit data to its users, the necessary element of
volti on i's missing. The automatic activity of ¢

A

that Googleds automatic archiving of USENET p
to usersd search queri es daomem i tonstitutediractd e t he n
copyright thfringement. o

On appeal, the Third Circuit affirmed an unpublished decisidf’ The court noted that,

Aito state a direct copyright infringement <cl a
partofthedef ndant , 6 and Parkerds allegations failec
of Google™°

(n) The Cablevision Case

In Twentieth Century Fox Film Corp. v. Cablevision SySthe district court ruled that
Cablevision was liable for direct copyright imgement based on the offering of a network
digital video recordi ngt cryade mDUKR-DSR)\sviBacBmad hEeR &
permitted customers to record cabl e progr ams
play the programs back forewing at home. The technology underlying the[R&R worked as
follows. Cablevision took the linear programming signal feed received at its head end and
reconfigured it by splitting the feed into a second stream, which was then reformatted through a
proess known as ficlampingod to convert the bitrza
efficient. In the process of clamping, portions of programming were placed into buffer memory.
The stream was then converted into a number of single program transgartsstone channel
per stream. The converted streams were then
any given moment in time, stored in a buffer three frames of video from each of the linear
channels carried by Cablevision, so that if d@uer requested that a particular program be

146422 F. Supp. 2d 492 (E.D. Pa. 2008) f260F U.S. App. LEXIS 16370 (3d Cir. July 10, 2007).
147 1d. at 496.

148 1d. at 497.

149 parker v. Google2007 U.S. App. LEXIS 16370 (3d Cir. July 10, 2007).

130 1d. & *6, 8.

151478 F. Supp. 2d 607 (S.D.N.Y. 2007).
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recorded, the appropriate packets could be retrieved from the buffer memory and copied to the
customero6s designated hard d¥ive storage spac

The RSDVR service allowed customers to requiasit a program be recorded in one of
two ways. The customer could navigate arsoreen program guide and select a future program
to record, or while watching a program, the <c
control. In response, ther®dyo server would receive a list of recording requests, find the
packets for the particular programs requested for recording, then make a copy of the relevant
program for each customer that requested it be recorded. A separate copy would be stored in
eah customer 6s designated hard drive storage s
requested that a particular program be recorded, no copy of that program was made on the hard
drives of the Arroyo server. When the customer selected a recorded pfog@ayback, the
Arroyo server would |l ocate the copy of the de.
hard drive storage space, then cause the program to be streamed out. The stream containing the
program would be transmitted to every homéhim node where the requesting customer was
located, but only the requesting-$ep box would be provided the key for decrypting the stream

for viewing >

The plaintiffs alleged direct copyright in
the copies otthe hard drives of the Arroyo servers and of the buffer copies. Although
Cablevision did not deny that these copies were being made, it argued that it was entirely passive
in the process and the copies were being made by its customers. It also age@dnthe
Sonycase, that it could not be liable for copyright infringement for merely providing customers
with the machinery to make the copies.

The court rejected these arguments, ruling that th®RB was not merely a device, but
rather a servicegnd that, by providing the service, it was Cablevision doing the copying. In
particular, the court found the relationship between Cablevision afddMRScustomers to be
significantly different from the relationship between Sony and VCR users. UnlikdRatti€
RS-DVR did not have a staralone quality. Cablevision retained ownership of thelR&R set
top box, and the RBVR required a continuing relationship between Cablevision and its
customers. Cablevision not only supplied thetgptbox forthecuso mer 6 s home, but
decided which programming channels to make available for recording, and housed, operated, and
maintained the rest of the equipment that made thERSR6s recor di ng process
Cablevision also determined how much memory tot &l each customer and reserved storage
capacity for each customer on a hard drive at its facility. Customers were offered the option of
acquiring additional capacity for a f&8.

In sum, the court concluded that the-R8R was more akin to a videmn-demand
(VOD) service than to a VCR or other tirsRifting device. The court noted that the-B8R

152

.at61314.
.at 61416.
.at61718.
. at 61819.

153
154
155

Id
Id
Id
Id
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service was in fact based on a modified VOD platform. With both systems, Cablevision decided
what content to make available to customers fedemand viewing As in VOD, the number of
available pathways for programming delivery was limited; if there were none available, the
customer would get an error message or busy signal. Thus, in its architecture and delivery
method, the court concluded that the-B¥R bore a striking resemblance to a VOD service
service that Cablevision provided pursuant to licenses negotiated with programming’8vners.
Accordingly, the court ruled that a reasonable fact finder could conclude only that the copying at
issues was beingpne not by the customers, but by Cablevision itSélf.

With respect to the buffer copies, Cablevision argued that the buffer copies were not
sufficiently fixed to be cognizable as fdAcopi e
argument, noting #t the buffer copies were sufficiently permanent to make the Arroyo hard disk
copies from, and were therefore capable of being reproduced, as required by the definition of
Afi xation. O The court also cited ftihcee nsu mfeur gouus
2001 report on the DMCA, concluding that RAM
copyright act. Accordingly, the court concluded that summary judgment of direct infringement
was warranted with respect to both the Arroyo server copietharliffer copies®®

Finally, the court ruled, based on similar logic, that Cablevision was engaged in
infringing transmissions and public performances to its custoltfefe court noted that,
Awhere the relationship bientandgpatpreceiingitipar ty sen
commercial, as would be the relationship between Cablevision and poterfia/R8ustomers,
courts have determined that th® transmission

On appeal, the Second Circuit reversedie Cartoon Nievork LP v. CSC Holdings,
Inc***The Second Circuitds rulings with respect
Section Il.LA.2 above. With respect to the copies created on the hard drives of the Arroyo servers,
the court noted thatetcomand is progeny direct attention to the volitional conduct that causes
the copy to be made. In the case of an ordinary VCR, the court noted that it seemed clear that the
operator of the VCR the person actually pressing the button to make the recording,esufh@i
necessary element of volition, not the manufacturer of the device. The court concluded that the
RS-DVR customer was not sufficiently distinguishable from a VCR user to impose liability as a
direct infringer on a different party for copiesthatwera d e aut omati cal ly wupon
command. The court distinguished cases holding liable a copy shop making course packs for
college professors, finding a significant different between making a request to a human
employee, who then voluntarily opéga the copying system to make the copy, and issuing a

156

Id. at 619.
17 1d. at 621.
18 1d. at 62122.
159 1d. at 62223.

Id. at 623.

161 536 F.3d 121 (2d Cir. 2008ert. denied sub nom.NIN, Inc. v. CSC Holdings, Inc., 2009 U.S. LEXIS 4828
(2009)

160
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command directly to a system, which automatically obeys commands and engages in no

volitional conduct®* i Her e, by selling access to a system
command, Cablevisiomore closely resembles a store proprietor who charges customers to use a
photocopier on his premises, and it seems incorrect to say, without more, that such a proprietary

6makesd any copies when his mach'™nes are actu

Norwas Cabl evisionds discretion in selecting
available for recording sufficiently proximate to the copying to displace the customer as the
person who fimadeo the copies. Cabl evisionos

programming available to a customer and not to the programs themselves. Cablevision had no
control over what programs were made available on individual channels or when those orogram
would air, if at all. In that respect, Cablevision possessed far leg®loover recordable content

that it did in the VOD context, where it actively selected and made available beforehand the
individual programs available for viewing. Thus, Cablevision could not have direct liability for

the acts of its customers, and &apility on its part would have to be based on contributory

i ability. The district cour tDVRcusitomergits Acont i
control over recordable content, and the instrumentality of copying would be relevant to

contributay liability, but not direct liability***

With respect to the issue of direct |iabil
decide today whether oneb6s contribution to th
it warrants holding thagtarty directly liable for the infringement, even though another party has
actually made the copy. We conclude only that on the facts of this case, copies produced by the
RSDVR system are-D¥mRacdedthyerhe aR8 Cabhisevi si oni
reproduction by providing the system®does not

The Second Circuitdés rulings with respect
unauthorized public performances through the playback of thBVRS copies are dissed in
Section I1.B.5 below.

(o) Arista Records v. Usenet.com
In Arista Records LLC. V. Usenet.com, I€®the defendants operated a Napsitex

Usenet service that advertised to and targeted users who wanted to download music files. Unlike
peerto-peerf | i ng sharing networks, the files were s

162 1d. at 131.

Id
Id. at 132.

184 1d. at 13233.

185 1d. at 133.

186 633 F. Supp. 2d 124 (S.D.N.Y. 2009).
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the defendants. The defendants created designated servers for newsgroups containing music
binary files to increase their retention time over other types of Usenéffiles.

The plaintiffs contended that the defendants directly infringed their copyrights by
engaging in unauthorized distribution of copies of their musical works to subscribers who
requested them for download. The court, relying orNdeomandCablevisioncass, ruled
that a finding of direct infringement of the distribution right required a showing that the
defendants engaged in some volitional conduct sufficient to show that they goéistetipated
in distribution of ¢ o psovacksrecordings fhe coprtfaundnt i f f s 0O
sufficient volitional conduct from the following facts. The defendants were well aware that
digital music files were among the most popular files on their service, and took active measures
to createspoolservers dedicatl to MP3 files and to increase the retention times of newsgroups
containing digital music files. They to@kiditionalactive steps, including both automated
filtering and human review, to remove access to certain categories of content (such as
pornograplg), while at the same time actively targeting young people familiar with other file
sharing programs to try their services asipposedlgafe alternative to pes¢o-peermusicfile
sharing programs that were getting shut down for infringement. From fénes, the court ruled
that the defendantsd service was not merely a
content between users who uploaded infringing content and users who downloaded such content,
but rather the defefants had so activelyngaged intiedistributionprocess so as to satisfy the
volitional conduct requirement. Accordingly,
summary judgment on their claim for direct infringement of the distribution ¥ight.

(p) Quantum Systems v. Sprint Nextel

In Quantum Sys. Integrators, Inc. v. Sprint Nex@etp.**® Quantum sued Sprint for
copyright infringement based on the automated
13 Sprint computers from unauthorized copies on the hard disk wherctrmpaters were
turned on or rebooted. The jury found liability and Sprint argued on appeal that the district court
erred in denying its JMOL motion and sustaini
was no evidence that Sprint engaged intioial copying, since the RAM copies were
automatically generated when the computers containing unauthorized, but unutilized, copies of
the software on the hard disk were turned on. The court rejected this argument, distinguishing its
Costardecision, whth involved an ISP that merely provided electronic infrastructure for
copying, storage, and transmission of material at the behest of its users. By contrast, in the
instant case the copying was instigatedhgyvolitionalactsoS pr i nt 6 s owho e mpl oye

167 1d. at 13031.

188 |d. at 132, 14619. As a sanction for litigation misconduct, includsmpliation of evidence and sending key
employees out of the country on paid vacations so they could not be deposed, the court precluded the defendants
from asserting an affirmative defense ddfatiB8r4d.t ect i on U

1892009 U.S. App. LEXIS 14766 {4Cir. July 7, 2009).
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loaded the original copies of the software onto Sprint computers and then rebooted the
computers, thereby causing the RAM copi@s.

(q) Summary of Case Law

In sum, under a majority of the cases decided to date, a direct volitional act of some kind
is requied for liability for direct copyright infringement. Th@APHIA andSabellacases
suggest that it is insufficient for direct liability for an actor such as a BBS operator to have
provided only encouragement of the gestsch as initial uploading of unauthorized copies) that
lead to infringement. Similarly, théoStar Ellison andPerfect 10 v. Cybernet Ventureases
suggest that an OSP will not have direct liability for infringing material posted on its service by
uses or available through its service on third party sites where the OSP has not encouraged such
posting or had advance knowledge of it. AndRredd v. GoogleandParker v. Googleases
hold that a search engine operator will not have direct liabilitgdoring up cached copies of
copyrighted materials in an automated response to user requests based on search results. Rather,
for direct liability the defendant must have engaged in the very acts of infringement themselves
in a volitional way.

However, théerena WebbworldandSanfilippocases (as well as tiardenburgtand
Webbworldcases discussed in Section 11.C below with respect to the public display and
distribution rights) suggest that where an actor such as a BBS operator or website operator has
some form of direct involvement in the anticipated acts that lesdritogement or in the
infringing acts themselves (such as resale of the infringing material), there may be a finding of
sufficient volitional activity to impose direct liabilityAnd theArista Records v. Usenet.com
case suggests that direct liabilityr fviolation of the distribution right can be premised on active
promotion of sharing of illicit filesoupled with close control over what types of material are
featured for distribution in the first instancéhus, to establish direct liability for inflgement
one must look at whether the defendant participated in the very acts of infringement themselves.

As discussed in Section III.C below, the Digital Millennium Copyright-Atreferred to
herein as the ADMCAO) d e fiabilitydas OSPewhd acasmeselyf e h a
passive conduits for infringing information and without knowledge of the infringement. An OSP
must meet quite specific detailed requirements to qualify for the safe harbors relating to acting as
a passive conduit andrnincent storage of infringing information. Where an OSP does not
qualify for these safe harbors, the standards under the case law discussed above will apply to
determine liability.

5. The Reproduction Right Under WIPO Implementing Legislation
(&) United States Legislation

Four bills were introduced in Congress to implement the WIPO treaties. Two of them,
neither of which were ultimately enacted, would have attempted to clarify the issue of whether

70 |d. at *1-3 & 15-18.
1 Pub. L. No. 108304, 112 Stat. 2860 (1998).
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interim copies made during the course of transmission infrimgesiproduction right. The bill
that was adopted The Digital Millennium Copyright Act contains nothing explicitly
addressing the scope of the reproduction right in a digital environment.

(1) The Digital Millennium Copyright Act

The DMCA was signed intoaby President Clinton on Oct. 28, 1998. It is essentially
an enactment of H.R. 2281, introduced in the House in July of 1997 by Rep. Howard Coble, and
its nearly identical counterpart in the Senate, S. 1121, introduced by Sen. Orrin Hatch also in July
of 1997, which was later combined with another bill and, as combined, denominated S. 2037.
Both H.R. 2281 and S. 1121 were introduced with the support of the Clinton administration.

Title I of the DMCA, entitled t hmgamg/l PO Co
Treaties I mplementation Act of 19980 and comp
the WIPO treaties. Title | takes a minimalist approach to implementing the requirements of the
WIPO treaties. The Clinton administration took the view thast of the enhanced copyright
protections set forth in the treaties were already available under United States law, so that no
major changes to U.S. law were believed necessary to implement the treaties.

Specifically, the DMCA addressesly the requirerants of Arts. 11 and 12 of the WIPO
Copyright Treaty, and of Arts. 18 and 19 of the WIPO Performances and Phonograms Treaty, to
provide adequate legal protection and effective legal remedies against (i) the circumvention of
effective technological measurémat are used by rights holders to restrict unauthorized acts with
respect to their protected works, and (ii) the removal or alteration of any electronic rights
management information (information which identifies the work, the author of the work, the
owner of any right in the work, or information about the terms and conditions of use of the
work), or the distribution or communication to the public of copies of works knowing that the
electronic rights management information has been removed or alteredpddific provisions
of these bills are discussed in further detail below. These bills contain nothing addressing the
reproduction right or how that right relates to the digital environment.

(2) Legislation Not Adopted

An alternative bill to implementthe WIO treaties, S. 1146, entit
Copyright Clarification and Technology Educat
1997 by Sen. John Ashcroft. Like the DMCA, S. 1146 contained language to implement
prohibitions against the circumventiohtechnologies to prevent unauthorized access to
copyrighted works and to provide electronic rights management information about a work,
although it adopted a different approach to doing so than the DMCA, as discussed further below.

S. 1146 also contaidehowever, a much broader package of copyiglatted measures.
With respect to the reproduction right, S. 1146 would have clarified that ephemeral copies of a
work in digital form that are incidental to the operation of a device in the ordinary ajurse
lawful use of the work do not infringe the reproduction right. Specifically, S. 1146 would have
added a new subsection (b) to Section 117 of the copyright statute to read as follows:
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(b) Notwithstanding the provisions of section 16 not an infringement to
make a copy of a work in a digital format if such copying

(1) is incidental to the operation of a device in the course of the use of a
work otherwise lawful under this title; and

(2) does not conflict with the normal expbttion of the work and does
not unreasonably prejudice the legitimate interests of the author.

The proposed new clause (b)(1) was similar to the right granted in the existing Section
117 of the copyright statute with respect to computer programs, whictitpéhe making of
copies of the program fnas an essential step i
conjuncti on MWiCtalse (B)(1)maudhava extendled this right to the otherwise
lawful use of other types of works in a digital fotria the extent that copying is necessary for
such use. It would seem to have covered activities such as the loading of a musical work into
memory in conjunction with playing the work, the incidental copies of a movie or other work
ordered on demand thate made in memory in the course of the downloading and viewing of the
movie, and the various interim copies of a work that are made in node computers in the routine
course of an authorized transmission of the work through the Internet.

The limiting langiage contained in new clause (b)(2) was drawn directly from the WIPO
treaties themselves. Specifically, Article 10 of the WIPO Copyright Treaty permits treaty

signatories to provide for | imitatione of or
certain special cases that do not conflict with a normal exploitation of the work and do not
unreasonably prejudice the | egitimate interes:

language is obviously not self evident, and the boundaries oixitepion to the reproduction

right are therefore not entirely clear. However, the exception should apply to at least the most
common instances in which incidental copies must be made in the course of an authorized use of
a digital work, including in theaurse of an authorized transmission of that work through a

network.

Another bill introduced into Congress to implement the WIPO copyright treaties was
H.R. 3048, entitled the ADigital Era Copyrigh
Nov. 14, 1997 ® Rep. Rick Boucher. With respect to the reproduction right, H.R. 3048
contained an identical amendment to Section 117 as S. 1146 that would have permitted the
making of incidental copies of a work in digital form in conjunction with the operation of a
device in the ordinary course of lawful use of the work.

The clarifying amendment to Section 117 concerning the reproduction right that these
alternative bills would have set up was not ultimately adopted by Congress in the DMCA.

172 17 U.S.C. § 117.
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(b) The European Copyright Directive

The European Copyright Directive contains
to control the reproduction, distribution and presentation of their works online. The European
Copyright Directive requires legislative action by EC membeestaith respect to four rights:
the reproduction right’>the communication to the public righf,the distribution right,/>and
protection against the circumvention or abuse of electronic management and protection

systems.’®

With respect to the reproductioight, the European Copyright Directive adopts
essentially the same broad language of proposed Article 7(1) of the WIPO Copyright Treaty that
provoked so much controversy and was ultimately deleted from the WIPO Copyright Treaty.
Specifically, Article 2of the European Copyright Directive provides that member states must
Aprovide the exclusive right to authorize or
reproduction by any means and in any formo of
reqmoduction right to Adirect or indirecto and
seem to cover even ephemeral copies of a work made during the course of transmission or use of
a copyrighted work in an online context. Indeed, the official commetdakrticle 2 notes that
the definition of the reproduction ri-ipgt cove

oroffl i ne, i n mat er i ¥lThecommientaryalso@appeass ko adopt then. o
approach of th#MAl case m recognizing copies of a work in RAM as falling within the
reproduction right: AThe result of a reprodu

but it may just as well be a naisible temporary copy of the work in the working memory of a
comput®r .o

To provide counterbalance, however, Article 5(1) of the European Copyright Directive
provides an automatic exemption from the repr
reproduction é which are transiesentialpartofda nci den
technological process whose sole purpose is to enable: (a) a transmission in a network between
third parties by an intermediary or (b) a lawful use of a work or other suhpater to be made,
and which have no independent economiasigf i cance. 0 This provision
new clause (b) that would have been added to Section 117 of the U.S. copyright statute under S.
1146 and H.R. 3048 (discussed in Section Il.A.5(a)(2) above). The Article 5(1) exception would
appear to cosr the store and forward procedure adopted by routers and the RAM copy produced
as a result of browsing at least by a private user (whether browsing for a commercial purpose

173 European Copyright Directive, art. 2.

174 1d. art. 3.
175 1d. art. 4.
176 1d. arts. 67.
177

Commentary tért. 2, T 2.
178 m 1-[ 3.
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would have fiindependent o' dgheexception doésgapplyfta c anc e
computer programs or databases because they are separately regulated in other Bifectives.

Thus, the European Copyright Directive adopts an approach that affords the reproduction
right a very broad inherent scope, but provides an explicit atodnatic exemption for copies
that are made incidental to the tf@f a work through a technological process, such as
transmission through a network or loading into memory for viewing or playing of the work.
Indeed, Recital (33) of the European CopyriDirective notes that the exception of Article 5(1)
Ashould include acts which enabl e browsing as
those which enable transmission systems to function efficiently, provided that the intermediary
does not modif the information and does not interfere with the lawful use of technology, widely
recognized and used by industry, to obtain da:

According to Recital (32) of the European Copyright Directive, the final Directive, unlike
its predecessor drafts, opted for an approach
and | imitations to the reproduction right and
exceptions and limitations are enumerated in Articles 5(2pb&8)d The exceptions and
limitations in Article 5(2) apply only to the reproduction right, whereas the exceptions and
limitations in Article 5(3) apply to both the reproduction right and the right of communication to
the public.

Under Article 5(2), membestates may provide for exceptions or limitations to the
reproduction right in the following cases:

(&) inrespect of reproductions on paper or any similar medium, effected by the
use of any kind of photographic techniques or by some other process having
similar effects, with the exception of sheet music, provided that the rightholders
receive fair compensation;

(b) in respect of reproductions on any medium made by a natural person for
private use and for ends that are neither directly or indirectly evoiah on
condition that the rightholders receive fair compensation which takes account of
the application or neapplication of technological measures referred to in Article
6 to the work or subjeghatter concerned,;

" Justin Harrington & Tina Berking, fASome Controversi al
2001/ 2 yberspace lcawyedan. 2003, at 2,-8. The Electronic Commerce Directive contains
exemptions in respect bbsting, caching and acting as a mere condditat 4.

 pavid Schollenberger, AEntertainment Wi thout Border s:¢
author).

L An earlier version of Art. 5(1) ofzedovoiheneist perniitedbyt he us e
l aw. 0 A copy of an earlier version of the European

www.bna.com/daw/docs/ecdraft.htnlast modified Dec. 2, 19.
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(c) in respect of specific acts @production made by publicly accessible
libraries, educational establishments or museums, or by archives, which are not
for direct or indirect economic or commercial advantage;

(d) in respect of ephemeral recordings of works made by broadcasting
organizaions by means of their own facilities and for their own broadcasts; the
preservation of these recordings in official archives may, on the ground of their
exceptional documentary character, be permitted;

(e) inrespect of reproductions of broadcasts mgdmabial institutions pursuing
non-commercial purposes, such as hospitals or prisons, on condition that the
rightholders receive fair compensation.

It is interesting to note that the majority of these exceptions are conditioned upon the
rightholders receing fair compensation, and they cover only copying that is foraoommercial
purposes. Exception (b) is of particular interest, for it provides a right for natural persons to
make copies for private use and for purposes that are neither directlyrectiydtommercial,
provided the rightholders receive fair compensation. Presumably the exception would apply
where a natural person has purchased a copy of a copyrighted work, thereby providing fair
compensation to the rightholders, and thereafter maldisanal copies for personal,
noncommercialusése . g. , by making a copy of oneb6s purc
use in oneds car . The drafters of the Europe
use to be of such significance thatder Article 6(4), member states are permitted to take
measures to ensure that beneficiaries of this
reproduction for private use has already been made possible by rightholders to the extent
necessary to befit from the exception or limitation concerned and in accordance with the
provisions of Article 5(2)(b) and (5), without preventing rightholders from adopting adequate
measures regarding the number of ref¥roduction

The right of private use contained in Article 5(2)(b) is similar to a right afforded in the
United States under the Audio Home Recording Act (AHRA), 17 U.S.C. § 1008, which provides,
ANo action may be brought unddghtbasédiosthet i t 1 e al
manufacture, importation, or distribution of a digital audio recording device, a digital audio
recording medium, an analog recording device, or an analog recording medium, or based on the
noncommercial use by a consumer of such a deviogedium for making digital musical
recordings or analog musi cal recordings. 0 Th
below, and in Section I11.C.2.(c)(1) below in connection withNagsteditigations. Napster,
Inc., the operator of a sace that enabled subscribers to share music files in MP3 audio format
with one another, asserted the AHRA as a defense to an allegation by copyright owners that it
was contributorily and vicariously liable for the unauthorized sharing of copyrighted soun
recordings through its service. Napster argued that the AHRA permitted its subscribers to share

182 Under the last paragraph of Article 6(4), this right of member states to take measures to ensure that beneficiaries
of the right of private use are able to -matdkmadadvant ac
available to the gblic on agreed contractual terms in such a way that members of the public may access them
from a place and at a time individually chosen by the
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such sound recordings because they were shared for personal use by its subscribers. As
discussed in detail below, the courts rejected this argument.

Perhag in response to online systems like Napster, the drafters of the European
Copyright Directive seem to have been concerned that the exception for personal use in Article
5(2)(b) not be construed to permit the unauthorized sharing of copyrighted worggahfdrm
through online systems, at least without compensation to the rightholders affected. Specifically,
Recital (38) of the European Copyright Directive states:

Member States should be allowed to provide for an exception or limitation to the

reprodudion right for certain types of reproduction of audio, visual and audio

visual material for private use, accompanied by fair compensation. This may

include the introduction or continuation of remuneration schemes to compensate

for the prejudice to righttod er s . & Digital private copyir
widespread and have a greater economic impact. Due account should therefore be

taken of the differences between digital and analogue private copying and a

distinction should be make in certain respdmtween them.

In addition, the drafters of the European Copyright Directive seemed to contemplate that
Ai ntermedi arieso providing services through w
be subject to injunctive relief to stop unauthorig@smissions of copyrighted works through
its service. Recital (58) of the European Copyright Directive provides:

In the digital environment, in particular, the services of intermediaries may

increasingly be used by third parties for infringing actgti In many cases such

intermediaries are best placed to bring such infringing activities to an end.

Therefore, without prejudice to any other sanctions and remedies available,

rightholders should have the possibility of applying for an injunction aigams
intermediary who carries a third partyos i
subjectmatter in a network. This possibility should be available even where the

acts carried out by the intermediary are exempted under Article 5. The conditions
andmodalities relating to such injunctions should be left to the national law of the

Member States.

Under Article 5(3), member states may provide for further exceptions or limitations to the
reproduction right and the right of communication to the publtbénfollowing cases:

(a) use for the sole purpose of illustration for teaching or scientific research, as

|l ong as the source, including the authoros
impossible, and to the extent justified by the4sommercial purpse to be
achieved;

(b) uses, for the benefit of people with a disability, which are directly related to
the disability and of a necommercial nature, to the extent required by the
specific disability;
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(c) reproduction by the press, communication topthiglic or making available of

published articles on current economic, political or religious topics or of broadcast

works or other subjeanatter of the same character, in cases where such use is not
expressly reserved, and as long the source, includiegt aut hor 6 s name,
indicated, or use of works or other subjsawtter in connection with the reporting

of current events, to the extent justified by the informatory purpose and as long as

the source, including the @mawdshor 6s name,
impossible;

(d) quotations for purposes such as criticism or review, provided that they relate to
a work or other subjeghatter which has already been lawfully made available to
the public, and that, unless this proves impossible, the sourkalingcthe

author's name, is indicated, and that their use is in accordance with fair practice,
and to the extent required by the specific purpose;

(e) use for the purposes of public security or to ensure the proper performance or
reporting of administrate, parliamentary or judicial proceedings;

(f) use of political speeches as well as extracts of public lectures or similar works
or subjectmatter to the extent justified by the informatory purpose and provided
that the source, including the author's naiméndicated, except where this proves
impossible;

(9) use during religious celebrations or official celebrations organized by a public
authority;

(h) use of works, such as works of architecture or sculpture, made to be located
permanently in public pkes;

(i) incidental inclusion of a work or other subjgsatter in other material;

() use for the purpose of advertising public exhibition or sale of artistic works, to
the extent necessary to promote the event, excluding any other commercial use;

(k) use for the purpose of caricature, parody or pastiche;
() use in connection with the demonstration or repair of equipment;

(m) use of an artistic work in the form of a building or a drawing or plan of a
building for the purposes of reconstructing tldding;

(n) use by communication or making available, for the purpose of research or
private study, to individual members of the public by dedicated terminals on the
premises of establishments referred to in paragraph 2(c) of [Article 5(2)] of works
andother subjectatter not subject to purchase or licensing terms which are
contained in their collections;
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(o) use in certain other cases of minor importance where exceptions or limitations
already exist under national law, provided that they only corar@logue uses

and do not affect the free circulation of goods and services within the Community,
without prejudice to the other exceptions and limitations contained in this Article.

Note that, unlike many of the exceptions of Article 5(2), the exceptibAsticle 5(3) are
not conditioned upon fair compensation to the rightholders.

6. Peer-to-Peer File Sharing
(@) BMG Music v. Gonzalez

In BMG Music v. Gonzalez®® defendant Cecilia Gonzalez sought to defend her
downloading of more than 1370 copyrighted songsuilfinche Kazaa fiksharing network by
arguing that her actions should fall under the fair use doctrine on the theory that she was just
sampling the music to determine what she liked sufficiently to buy at ¥¢tdihe Seventh
Circuit rejected this argumenut of hand. Focusing principally on the fourth fair use factor
the effect of the use upon the potential market for or value of the copyrighted dwdke
Easterbrook noted that as file sharing had increased over the last four years, saleseaf record
music had dropped by approximately 30%. Although other economic factors may have
contributed, he noted that the events were likely ref&fed.

He further noted that rights holders had economic interests beyond selling compact discs
containing collectios of worksi specifically, there was also a market in ways to introduce
potential consumers to music. Noting that many radio stations stream their content over the
Internet, paying a fee for the right to do so, he noted that Gonzalez could have listened t
streaming music to sample songs for purchase, and had she done so, the rights holders would
have received royalties from the broadcast®&rRejecting the proffered fair use defense, Judge
Easterbrook stated, nCopyr icgibnsabbuhhewbesttos aut ho
promote their works; copiers such as Gonzalez cannot ask courts (and juries) tegsessritie

mar ket and call wholesale copying oO6fair used
own economic interests or that @pess erred in granting authors the rights in the copyright
stat®hte. o

The plaintiffs sought statutory damages f o
minimum amount of $750 per work infringed. Gonzalez sought to reduce the award below the
$750minimum by arguing under Section 504(c)(2) that she was not aware and had no reason to
believe that her acts constituted infringement of copyright. The district court rejected the request
under the provisions of Section 402(d), which provides that ifid matice of copyright appears

183430 F.3d 999 (7 Cir. 2005).
184 1d. at 88990.

185 |d. at 890.

186 1d. at 891.
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on the phonorecords to which a defendant had access, then no weight shall be given to the
defendant 6s interposition of a defense based
statutory damage$® Gonzalez soughb avoid Section 402(d) by arguing that there were no
copyright notices on the data she downl oaded.
downloaded data rather than discs, and the data lacked copyright notices, but the statutory

guestion iceswletlmed e@adi mate works was availa
earlier in the chain attached copyright notices to the pirated works. Gonzalez readily could have
|l earned, had she inquired™that the music was

(b) Columbia Pictures v. Bunnell

In Columbia Pictures Industries, Inc. v. Buntiéfithe court entered judgment against
defendant Valence Media LLC, operator of the web sitenat.torrentspy.comfor willful
inducement of copyright infnigement, contributory copyright infringement, and vicarious
copyright infringement. The court awarded the plaintiffs statutory damages of $30,000 per
infringement for each of 3,699 infringements shown, for a total judgment of $110,970,000. The
court alsassued a permanent injunction enjoining the defendants from encouraging, inducing, or
knowingly contributing to the reproduction, download, distribution, upload, or public
performance or display of any copyrighted work at issue, and from making avéoiable
reproduction, download, distribution, upload, or public performance or display any suchtvork.

(c) Sony BMG Music Entertainment v. Tenenbaum

In Sony BMG Music Entertainment v. Tenenbatiffthe court rejected a broadside fair
use defense for the figharirg by a college sophomore of 30 copyrighted songs belonging to the

plaintiffs. Describing the defense®theai sed by
court noted that it represented a version of fair use so broad that it would excuse altifig sh
for private enjoyment . As the court describe

that he did not make money from the files he downloaded or distributed that his use was
60 ne o mme ri miorder t6 put his fair use defensefore a jury. Beyond that threshold, the

188 |

o

. at 89192,
189

Iz |

at 892. Gonzalez also challenged the district cou
arguing that the choice of amount is a question for the jury. The Seventh Circuit noted that, although a suit for
statutory damages under Section &)4s a suit at law to which the seventh amendment applies, this does not

mean that a jury must resolve every dispute. When there are no disputes of material fact, a court may enter

summary judgment without transgressing the Constitution. The coud thateGonzalez had argued for the

minimum amount of $750 per song and the plaintiffs had been content with that amount, which the district court

then awarded on summary judgmefd.

192008 U.S. Dist. LEXIS 63227 (C.D. Cdluly 10, 2008)
191 1d. at *1-3.
192672 F. Supp. 2d 217 (D. Mass. 2009).
193 1d. at 220.
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matter belongs entirely to the jury, which is entitled to consider any and all factors touching on
its innate sense of faimes:m ot hi ng more ®'nd nothing |l ess. o

The court first turned to the threshold issuevbkther fair use is an equitable defense.
Noting that a number of courts had suggested that it is, the court nevertheless opined that even if
fair use is an entirely equitable defense, it is not clear that its determination requires a jury trial,
becausgudges, not juries, traditionally resolve equitable defenses. However, given that two
leading copyright historians hadggested that the equitable label may be a misnomer, and
because neither party pressed the point, the court assumed that fair jusg gai@stion, without
resolving the question of the equitable origins of the defense. But because fair use is ultimately a
|l egal question, the court noted that, in the
the fair use issue, the defentiaould put the defense to a jury onlhé&showed through
specific, credible evidence that the facts relevant to that legal analysis were in dispute. The
defendant had failed to do $G.

Turning to an application of the four fair use factors, thetdound that the first factdr
purpose and character of theiideavor ed t he plaintiffs. The col
binary distinction bedovemar dicolnimeu scd sal wn caenrd tAr
noting that the purpose and characfest ase must be classified along a spectrum that ranges
from pure, largescale profitseeking to uses that advance important public goals, like those
recognized in the statute. The defendantds f
courtws not willing to | abel it Acommercial, 0 as
the use was not accompanied by any public benefit or transformative purpose, the first factor cut
against fair usé”® The second factdr nature of the copyrighteworki also cut against fair use
because musical works command robust copyright protettion.

The defendant argued that the third fa¢tportion of the work used cut against the
plaintiffs because he was alleged to have downloaded only individugd,daut not full albums,
and it was the albums in which the plaintiffs registered their copyrights, while the individual
songs were works made for hir€he court rejected this argument, noting that under existing file
sharing case law, individual songene regularly treated as the relevant unit for evaluating
infringementandfair use of musical works?®

With respect to the fourth factoreffect on the potential market for the warkhe
defendant argued that his file sharing made little economic elifferto the plaintiffs because the
songs at issue were immensely popular and therefore widely available on file sharing networks.
The court rejected this as an improper framework for the analysis. Rather, one must consider the
effect on the market of treum of activity if thousands of others were engaged in the same

194

Id. at 221.
195 1d. at 22324.
19 1d. at 22729.

Id
Id

197 1d. at 229.
. at 22930.
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conduct. The plaintiffs had provided evidence that the widespread availability of free copies of
copyrighted works on the Internet had decreased their sales revenue, and the defendant had
offered naaffidavits or expert report to disprove or dispute that evidéfice.

The court 6s dqwiother interestmgobderaatianswitlarespect to the
doctrine of fair use as applied to file sharing. First, citing the cadmefican Geophysal
Union v. Texaco In¢?® the court noted that a fair use determination may be affected by the
availability or absence of authorized ways to obtain the work in queskiom defendamasserted
that the emergence of ea®yuse, paid outlets for digitalusic, such as the iTunes music store,
had lagged well behind the advent of file shararg] this fact should affect the fair use analysis.
The court responded that, whatever the availability of authorized digital alternatives was when
peerto-peer netwdss first because widespread in 1999, it was clear that by August 200dn
the defendant 06s fiiakcommerdiabmarket fgr digital snusc bad illyt e d
materialized. In light of that chronology, the unavailability of paid digital musgsiaply not
relevant to the courtos®®application of the fa

Al t hough granting the plaintiffsd motion f
use defense, the court concluded with the following two interesting dicta:

T A T] h e oe€moubelieve the law is so monolithic, or the principles of fair use so
narrow that they could not encompass some instances of file sharing copyrighted works. This
Court, unlike others that have spoken on the subject, can envision a scenario in which a
defendant sued for file sharing could assert a plausible fair use défiemsxample, the
defendant whadeleted the mp3 files after sampling them, or created mp3 files exclusively for
spaceshifting purposes from audio CDs they had previously purdiase( Ber k marmat Cent er
36-37, document # 173.) The Court can also envision a fair use defense for a defendant who
shared files during a period before the law concerning file sharing was clear and paid outlets
were readily avai bshérddéles ordine Auriry¢hfs mtercegnant, samling
the new technology and its possibilities, but later shifted to paid oatie¢sthe law because
clear and authorized sources avafdable, would

T A As t h has pr&iously noted, it is very, very concerned that there is a deep
potential for injustice in the Copyright Act as it is currently written. It uiges implores
Congress to amend the statute to reflect the realities of file sharing. There isisgwebng
with a law that routinely threatens teenagers and students with astronomical penalties for an
activity whose implications they may not have fully understood. The injury to the copyright
holder may be real, and even substantial, but, undetahees the record companies do not even
have to prové?® actual damage. o

199 1d. at 23031.

200 60 F.3d 913, 931 (2d Cir. 1994).

201 Tenenbaum672 F. SAupp. 2d at 2386.
202 |d. at 23738.

. at 237.

203

Id
Id
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7. The lmmunity of the Audio Home Recording Act (AHRA)

The Audio Home Recording Act of 1992 (AHRRImade two major substantive
changes to copyright law. First, Subchapter D of the AH&&ction 1008) immunizes certain
noncommercial recording and use of musical recordings in digital or analog®foBection
1008 provides:

No action may be brought under this title alleging infringement of cop§#fght
based on the manufacture, importationgdistribution of a digital audio recording
device, a digital audio recording medium, an analog recording device, or an
analog recording medium, or based on the noncommercial use by a consumer of
such a device or medium for making digital musical recoslorganalog musical
recordings.

Second, Subchapters B and C (Sections 1@@7) of the AHRA require (i) that any
Adi gital audio recording deviceo (DARD) confo
Systemo (SCMS), which al opeswos$anorigihal source,éoud f i r st
prohibits second generation copies (i.e., copies of a copy), and (ii) that manufacturers and
distributors of digital audio recording devices and digital audio recording media (such as DAT
tape and recordable CDs) pay roigdtand file various notices and statements to indicate
payment of those royaltiés’

(&) The Napster Cases

For a discussion of the rulings with respect to the AHRA irNigstercases, see Section
111.C.2(c)(1) below.

(b) The Aimster Case

In In re Aimster Copyight Litigation,** the plaintiffs brought copyright infringement

claims against the Aimster peterpeer file sharing site and its operators for secondary liability

for the infringing distribution of tmferapl ai nt
preliminary injunction, the defendants asserted that the plaintiffs had failed to establish that
Ai msterds users were engaged in direct copyri

affirmative defense. The defendants argued that the AHkAdsl them from liability because
it was intended to immunize from liability personal use of copyrighted material by protecting all

204 Pub. L. No. 10563, 106Stat. 4244 (1992), codified at 17 U.S.C. §§ 10010.
205 Nimmer§ 8B.01 (2000).

2% The immunity applies with respect to copyrights in both the sound recordings and any musical compositions

embodiedherein. Id. § 8B.07[C][2], at 8B90.
207 1d. 88§ 8B.02 & 8B.03 (2000).

208 252 F. Supp. 2d 634 (N.D. I1. 2008.f f 6d o n p3BMFe3d 64§ (7tb Qirn20Gert. denied124 S.
Ct. 1069 (2004).
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noncommercial copying by consumers of digital and analog musical recordings, relying on the
Ni nt h @iamondiNultimelia case, discussed in Section I1.C.2(c)(1) abBVe.

The court rejected the defendanDiandndr el i anc
Multimediacase as follows:

The facts of the instant case @dichmond Multimedieare markedly different.

The activityat issue in the present case is the copying of MP3 files from one

user6s hard drive onto theDhbmeondd drive of a
Multimediaa by contrast, fAmerely [ made] copies i
6space shift  ebadyhorsees ifdiel eosn tah auts earlérs har d d
1079. The difference is akin to a[n] owner of a compact disc making a copy of

the music onto a tape for that ownerodés sol
owner making thousands of copies of the comgestt onto a tape for distribution

to all of his friends. FurthermorBjamond Multimedighad nothing whatsoever

to do with whether the MP3 files on the ow
copyrights. Rather, the decision was limited solely to threngément issue

regarding the act of shifting files from a computer to a personal device and

whether that copying was subject to the particular requirements of the AHRA. In

short, Def en OmamdndMultimedidsiertinely reisplaced:’

(c) Atlantic Recording Corp. v. XM Satellite Radio

In Atlantic Recording Corp. v. XM Satellite Radio, If¢! numerous record companies
sued XM Satellite Radio for contributory, vicarious and inducement copyright liability based on
XMbés offeri ng ochstseérviges togather witrasgecial redeivessandrketed as

AXM + MP30 players that all owed subscribers t
disaggregated and indexed audio files from XM broadcast performances. The record companies
challengedthesepaa bi | i ti es as an infringifg fAdigital ¢

XM offered several services specifically to XM + MP3 player users that were the subject
of the plaintiffds challenge. First, whil e |
instantly record any song at the touch of a button. To facilitate such recording, the XM + MP3
player maintained a sheteérm buffered copy of every broadcast song a user listened to. As a
result, a user could record and store in its entirety any broadogshemr she heard, even if the
user started listening to the song after it began to%fay.

Second, XM provided XM + MP3 users with playlists from blocks of broadcast
programming which had been disaggregated into individual tracks. XM sent users giath dig

299 1d. at 64849.

20 1d. at 649.

#1 2007 U.S. DistLEXIS 4290 (S.D.N.Y. Jan. 19, 2007).
22 1d. at *6.

213 1d. at *9.
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playlists with title and artist information included. The playlists identified all songs broadcast
over a particular channel and during a particular period of time. Users could then scroll through
a playlist and select which songs to store for iteplay, and which to delete. Using this utility,
users could hear and store individual songs without actually listening to XM broadcast
programming**

Third, XM provided to users a search funct
ATuneSel ethdt madeliteasy forta userso find out when a requested song was being
broadcast. XM would send the listener immediate notice when his or her chosen artists or songs
were played on any XM channel. The user could then immediately switch channelsarigesto
requested track onto his or her XM + MP3 pldifér.

Fourth, the XM + MP3 players enabled users to store the approximate equivalent of 1,000
songs recorded from XM broadcasts for as long as the user maintained an XM subscription.
Accordingly, the cod found that these songs were effectively leased to the XM subscriber for as
long as he or she maintained status as a subs€ifiber.

XM brought a motion to dismiss the copyright claims on the ground that it was shielded
from infringement actions by Sectidi®08 of the AHRA because it was acting as a distributor of
a digital audio recording device (DARD) immunized by the AHRA. The court first turned to
whether the XM + MP3 players constituted a DARD. The plaintiffs argued that they did not,
citingtheNinh Circui t Recoedi $sgohndonstry Assdédn of Am.
Sys,?*"which held that the Diamond Rio device at issue was not a DARD because it could not
make copies from a transmission but instead could make copies only from a computevbard
which is exempted under Section 1001(5)(B) of the AHRA. The court distinguished the facts of
theDiamondcase, noting that the XM + MP3 players could receive from transmissions and were
capable of copying without an external computer or compuaiet dirive®’* A Accor di ngl vy,
this stage of the proceeding, relying on plain meaning statutory interpretation and the definition
of a DARD contained in Diamond, until proven otherwise by means of discovery, the Court
treats the [XM + MP3 players] as DARDS"?

The court next turned to whether the AHRA offered XM complete immunity from the
plaintiffsd copyright cl ai ms. XM argued that
such immunity. The court rejected this argument, noting that, whileo8ek®08 would protect
XM from suit for actions based on the distribution of DARDs, such protection would not act as a
wholesale, blanket protection for other conduct that XM might be engaged in beyond such
di stribution. I n plaerradio wraadcaster,could Miinsa separdtedasis s a

214 Id.
2% 1d. at *9-10.
218 1d. at *10-11.

27180 F.3d 1072 (9th Cir. 1999).

218 XM Satellite 200 U.S. Dist. LEXIS 4290 at *14 n.4.
219 d.
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for copyright I iability. Il ndeed, the plainti:-
infringement were based on XMO6s acting withou
providerthat delivered permanent digital copies of sound recordings to those devices without
permission from the copyright own®er.

More specifically, the plaintiffalleged that, in providing services specific to users of XM
+ MP3 players, XM was acting outsideetscope of its statutory license for broadcast service
under Section 114 of the copyright statitX M6 s only source of per miss
plaintiffsd recordings. Such wunauthorized ac
directly on theidigital download busine$d' The court agreed, finding that by broadcasting and
storing copyrighted music on DARDs for later recording by the consumer, XM was acting as a
both a broadcaster and a distributor, but was paying license fees only to becasien®d

XM argued that its XM + MP3 player was much like a traditional radio/cassette player
and should therefore not be viewed as an improper adjunct to broadcasts. The court rejected this
analogy, noting that, in the case of traditional radio/casgktyers, the only contact between
manufacturers of the devices and users occurred at the point of sale. The court found it quite
apparent that the use of a radio/cassette player to record songs played over free radio did not
threaten the market for copghted works as would the use of a recorder which stores songs from
private radio broadcasts on a subscription fee basis. The court further noted that, although XM
subscribers might put XM + MP3 players to private use, several court decisions had rejected
attempts by for profit users to stand in the shoes of their customers makipgofioor
noncommercial useg?

The court therefore denied XMO6s motion to
unigue circumstances of XM being both a broadcasig@aDARD distributor and its access to
the copyrighted music results from its license to broadcast only, that the alleged conduct of XM
in making that music available for consumers to record well beyond the time when broadcast, in
violation of its broadcst license, is the basis of the Complaint, and being a distributor of a
DARD is not. Thus the AHRA, on these facts, provides no protection to XM merely because
they are distrbutors of a DARD. ©®

B. The Right of Public Performance

Section 10¢4) of the copyright statute grants the owner of copyright in a work the
exclusive right to perform the work publicly. The right applies to literary, musical, dramatic, and
choreographic works, pantomimes, motion pictures and other audiovisual workss hat
apply to pictorial, graphic, sculptural, and architectural works. It also does not apply to sound

220

Id. at *16-18.
2L 1d. at *19.
22 |d. at *20.
223 1d. at *21-22.

Id

.at*2324.
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recordings, other than with respect to public performances by digital transnffSsitihpugh a
public performance of a sound recording may infritigeright of public performance of the
underlying musical work that is recorded in the sound recording.

Section 101 provides that to perform a wor

(1) to perform ... it at a place open to the public or at any place where a substantial
number of persons outside of a normal circle of a family and its social
acquaintances is gathered; or

(2) to transmit or otherwise communicate a performance ... of the work to a place
specified by clause (1) or to the public, by means of any device oisproce

whether the members of the public capable of receiving the performance or

display receive it in the same place or in separate places and at the same time or at
different times.

Because this definition encompasses transmissions of works, it clealilyateg online
activity. However, to fall within the public performance right, there must be a transmission of a
performanceof the work, not merely of the work itself. Thus, for example, transmission of the
digitally encoded sounds of a musical worktte hard disk of a recipient computer may infringe
the right of distribution of the work (as well as the reproduction right), but not the public
performance right, because the work is not beiejormed®®at t he reci pi ento6s e

1. Isochronous Versus Asynchronous Transmissions

One of the most hotly debated issues concerning the scope of the public performance

right in online contexts is whether, to fall
performance, the Aper f or ma mited&ignalthatts capable @ c c o mp
immediate conversion to a performance monriganmoment in time (referred to as an

Ai sochronous transmissiono), or whether it is

faster or slower (overall or momeby-moment) than the embodied performance (referred to as
an fAfasynchronodds transmissiono).

The definition of performing a work publicly in Section 101 of the copyright statute was
drafted at a time when Atransmi ssasonnso were (g

22 The Digital Performance Right in Sound Recordings Act of 1995 created a limited public digital performance
right in sound recordings as of February 1, 1996. Pub. L. Ne320409 Stat. 336 (codified at 17 U.S.C. 88
106, 114, 115). Certain transmissions of performances are exempt. The exemptions do not apply, however, to
an Ainteractived service, which the copyright statut e
public to receive a transssion of a program specially created for the recipient, or on request, a transmission of
a particular sound recording, whether or not as part of a program, which is selected by or on behalf of the
reci pient. o 17 U.S.C. AA 114(d) (1), 114(j)(7).

2% Thecopyt ght statute provides that A[t]o 6performbé a wor k
directly or by means of any device or process or, in the case of a motion picture or other audiovisual work, to
show its images in any sequenceomta k e t he sounds accompanying it audi bl

227 K. Stuckey, Internet and Online Law § 6.08[4][b], #6®i 6-64 (2008).
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broadcasting. If this definition is read to require an isochronous transniissnehto date all of

the types of transmissions that courts have held to be public performances have been isochronous
transmissior$°1 then many acts of downloadingwbrks on the Internet (being asynchronous
transmissions), even if followed by-lome playback, may not fall within the public

performance right. The issue is far from settled, however, and performing rights societies have
argued to the contrafy? The issue is particularly significant for musical works because

different organizations are often responsible for licensing and collecting royalties for public
distribution and public performance of musical works.

Even if an isochronous transmission is requiiee a public performance, the distinction
between isochronous and asynchronous transmissions becomes highly blurred on the Internet.
Because the Internet is based on packet switching technology, all transmissions through the
Il nternet arasiyncbhomeosense Moreover, through
storage of information on magnetic or optical storage, either at the transmitting or the receiving
end or both, of all or parts of transmitted data, even an asynchronous transmission tan effec
smooth, momenby-moment performance at the receiving end.

One can argue that the determinative factor of whether a public performance has been
accomplished should be judged from the perspective of what the recipient perceives, not the
transmission tehnology used (whether isochronous or asynchronous), especially if the
transmitting party controls when and what the recipient sees. For example, the Senate Report
accompanying the Digital Performance Right in Sound Recordings Act of 1995 suggests that
burst transmissions for prompt playback may constitute public performances:

[I]f a transmission system was designed to allow transmission recipients to hear
sound recordings substantially at the time of transmission, but the sound recording
was transmittedn a highspeed burst of data and stored in a computer memory for
prompt playback (such storage being technically the making of a phonorecord),
and the transmission recipient could not retain the phonorecord for playback on
subsequent occasions (or for arlger purpose), delivering the phonorecord to the
transmission recipient would be incidental to the transmigsfon.

2. The Meaning of #APubliclyo

Section106 4) grants the exclusive right to per-f
definesperfani ng a wor k #Apubliclyo to include perfor
may receive the transmission at different times, at different places, or both. Thus, the mere fact
that recipients may download performances of a work at dispersed tirdesnand through the
I nternet does not diminish the Apubdni cdo natur
Command Video Corp. v. Columbia Pictures Industries, fitthe court held that the public

228 1d. at 664.

29 4.

230 3. Rep. No. 10428, at 39 (1995), reprinted in 1995 U.S.C.C.A.N. 356, 386.
231777 F. Supp. 787 (M. Cal. 1991).
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performance right was implicated by a system of video cassette players wired to hotel rooms
which was capable of transmitting gusstected movies to the occupants of one robanteme.

I n sum, the breadth of definition of Apubl
transmissions of fion demando information pote
contemporaneously the playback of that information must be mgtlréansmission in order for
there to be deemed a fAiperformanceodo under curr
WIPO treaties could render many of these issues largely academic in view of the fact that the
current public performance right coulddoene subsumed in the potentially broader right of
Acommunication to the publico or fAmaking avai
treaties discussed below. However, as discussed further below, the implementation of the WIPO
treaties in the DMCA tees a minimalist approach and does not adopt separate rights of
Acommunication to the publico or fAmaking avai
uncertainties with respect to the right of public performance are likely to await further
clarification through judicial development.

3. Live Nation Motor Sports v. Davis

In Live Nation Motor Sports, Inc. v. Dayi§the plaintiff promoted and produced
motorcycle racing events and streamed webcasts of the events on its web site. Although the facts
areunclar from the courtds opinion, the defendant
enabl ed users of the defendantds web site to
The plaintiff sought a preliminary injunction against the defendanga i ng t hat t he de
links to the plaintiffds web site constituted
plaintiffos coPyrighted broadcasts.

The court granted a preliminary injunction enjoining the defendant from providing

Internetlinkst o t he plaintiffds webcasts of its racin
performing the %pWitilmdstind dnalysis, tveecbuct euled tisat the plaintiff
had a |ikelihood of success on i k® ¢copymhieght v

webcasts that [the defendant] provides on his website would likely qualify as a copied display or
performance of [the pl & fhecofirffdusdlatheaigfyr i ght abl
irreparable harm to the plaintiff because the deferidant | i nks woul d cause t he
ability to sell sponsorships or advertisements on the basis that its website was the exclusive

source of the webcast¥.

2322006 U.S. Dist. LEXIS 89552 (N.D. Tex. Dec. 11, 2006).
28 1d. at *34.
. at *18.
.at*12.
. at *15.

234
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236

Id
Id
Id
Id

-67-



Although the unclear facts of this case make its reach uncertain, it could potemiyly i
that any unauthorized link that causes material available on another site to be streamed through
an unauthorized site could constitute an infringing public display or performance.

4. United States v. ASCAP

In United States v. ASCAP"’ the court ruled thethe downloading of a digital music file
embodying a particular song does not constitute a public performance of that song. The case
arose out of an application that Yahoo, RealNetworks and AOL made to ASCAP for a license to
publicly perform the musicaliorks of the ASCAP repertoire by means of their respective
Internet services. After the parties were unable to agree on a licensing fee, ASCAP applied to the
court for a determination of a reasonable fee. The partiesmmasd for partial summary
judgment on the issue of whether downloading a digital music file embodying a song constitutes
a public performance of the sofijj.

The court noted that the copyright statute
Arecite, 0 Ar end e dain meanings of ga¢h afithdse tetms required t he p
contemporaneous perceptibility. Accordingly, the court concluded that for a song to be
Aperformed, 06 it must be transmitted in a mann
downloading of a music filesimore accurately characterized as a method of reproducing that
file, rather than performing £° The court also noted that its interpretation was consistent with
the Copyright Officeds position in itse2001 D
Copyright Office stated that Awe do not endor

constitutes a public performance even®®when no

5. The Cablevision Case

In The Cartoon Network LP v. CSC Holdings, fitthe Second Circuit ruled on whether
the playback through Cabl evisionds network of
the instance of its customers as par-bvRpf its
system constituted unauthorized palperformances of the stored works. The detailed facts of

how the RSDVR system worked are set forth in Section Il.A.4(n) above. Cablevision argued

237 485 F. Supp. 2d 438 (S.D.N.Y. 2007).

238 1d. at 44041. The applicants conceded that the streaming of a musical weslcdostitute a public
performance.ld. at 442.

239 1d. at 44344. The court also found this interpretation consistent with the holdings of those courts that have
addressed downloading of music over the Internet usingtpgeer file transfer programs:or example, the
court cited the holding iMaverick Recording Co. v. Goldshtey?006 U.S. Dist. LEXIS 52422, at *8
(E.D.N.Y. July 31, 2006) (fAiDownl oadtopegrneawott upl oadi ng
constitutes, respectivelyeproducingand distributingc opyr i ght ed mat er i al in violati
(emphasis added ASCAP, 2007 U.S. Dist. LEXIS 31910 at *14.

240 1d. at 444 (quoting U.S. Copyright OfficBigital Millennium Copyright Act Section 104 Report to the United
States Cogressat xxvii-xxviii (Aug. 29, 2001)).

241 536 F.3d 121(2d Cir. 2008)ert. denied sub nom. CNN, Inc. v. CSC Holdings, Inc., 2009 U.S. LEXIS 4828
(2009)
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that the transmissions generated in response to customer requests for playback of programs
stored on itietwork servers by customers did not constitute public performances because the
RS-DVR customer, not Cablevision, invoked the transmitting and thus the performing, and the
transmissions we’e not fAto the public. o

The court ruled that it need notaddr€sa b| evi si onds first ar gume.|
court were to assume that Cablevision made the transmissions wHaviRRlaybacks

occurred,theR® VR pl aybacks did not involve the tran
public. o The ysowsr tbybegwdn nigt ¢ hanalt he second,
definition of public performance applies fiwhe

the performance or display receive it in the same place or in separate places and at the same time
or at dif#ahencourmesbsderved, AThe fact that
the performance, 6 instead of O0capable of rece
transmission of a perf®h mance is itself a per

The Second Circuit therefore focused on wh
through playbacks via the RBVR system. Cablevision argued that, because eadd\RS
transmission was made using a single unique copy of a work, made by an indivizheaiber,
one that could be decoded exclusively by that
capable of receiving any given RB/R transmission. By contrast, the district court had
suggested that, in consideheéngulvhiet heéromaetshao
not the potential audience of a particular transmission, but the potential audience of the
underlyingwork whose content was being transmitted. The Second Circuit ruled that the district
courtds appr oa ciththenanguage of thetrassmisclawesea, whiclwspeaks of
persons capable of receiving a particular #fAtr
potential audienc® of a particular Awork. o

On appeal, the plaintiffs presented a slightly different argunmegisting that the same
original performance of a work was being tran
di fferent times upon request. The court note
that, to determine whether a giveartsmission of a performance was to the public, one should
consider not only the potential audience of that transmission, but also the potential audience of
any transmission of the same underlying Adorig
argument, oting that it would obviate any possibility of a purely private transmiséfon.

We do not believe Congress intended such odd results. Although the transmit
clause is not a model of clarity, we believe that when Congress speaks of
transmitting a performande the public, it refers to the performance created by

242 |d. at 134.
243 |d

244 |d

25 1d. at 135.
248 1d. at 13536.
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the act of transmission. Thus, HBO transmits its own performance of a work
when it transmits to Cablevision, and Cablevision transmits its own performance
of the same work when it retransmits thedfé®m HBO**’

Accordingly, the Second Circuit concluded that a court must look downstream, rather
than upstream or laterally, to determine whether any link in a chain of transmissions made by a
party constitutes a public performance, and should not exdahergotential recipients of the
content providero6s initial transmissbwWwn to de
playback transmission. Because the[RER system, as designed, made transmissions only to
one subscriber using a copy made by gaaticular subscriber, the court concluded that the
universe of people capable of receiving arlRER transmission was the single subscriber
whose selmade copy was used to the create the transmission, and the transmissions through the
RSDVR system weréherefore not public performanc&$. The court cautioned, however, that
its holding Adoes not generally permit conten:
by making copies of each item of content and associating one unique copy withkesaxehbsu
to the network, or by giving their subscribers the capacity to make their own individual copies.
We do not address whether such a network operator would be able to escape any other form of
copyright liability, such as liability for unauthorizegjproductions or liability for contributory
infringement. o

6. Ringtones 1 Inre Application of Cellco Partnership

In In re Application of Celleco Partnership d/b/a Verizon WireféSthe court
ruled that the sale of ringtones by Verizon to its cell phoseauers did not require payment to
ASCAP for a public performance license for the musical works embodied in the ringtones.
ASCAP argued that Verizon engaged in public performances of the musical works when it
downloaded ringtones to its customers. lbasgued that Verizon was both directly and
secondarily liable for public performances of musical works when its customers played ringtones
on their telephones upon incoming cafs.

The court rejected both these arguments. As to the first, citir@ailevisioncase
discussed in the previous subsection, the court ruled that, because only one subscriber was
capable of receiving a particular transmission of a ringtone during download, such transmission
was noftsefmade t o t he A p u betherado@nloadecaula bedconsideredao f  wh

247 |d. at 136.

8 1d. at 1 3fthe owheB d a copyrgiht believes he is injured by a particular transmission of a performance
of his work, he may be able to seek redress not only for the infringing transmission, but also for the underlying
copying that facilitated the transmissionivéh this interplay between the various rights in this context, it seems
quite consistent with the Act to treat a transmission made using Copy A as distinct from one made using Copy B,
just as we would treat a transmission made by Cablevision as distimcah otherwise identical transmission
made by GQbaht38st . o

29 1d. at 139.
20 663 F. Supp. 2d 363 (S.D.N.Y. 2009).
1 1d. at 368.
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transmission of a fAperf or man ©%The couftdidnotethanu si c a

Al w] here a transmission is of a digital file
contemporaneously observed or heard] where that transmission is but a link in a chain to a
downstream public performance, it may be that the transmission is not an act of infringement for
which the transmitter is directly liable under 8 106(4), but rather an act that may subject the
trangnitter to contributory liability under § 106(4) for the infringement created by any ultimate
publ i ¢ p € Thatrconld notbe thé case here, however, bethassurt concluded

that there was no qualifying public performance under § 106(4) wketutiomer used the

ringtone upon an incoming call.

Specifically, the court ruled that, when a ringtone plays on a cellular telephone, even
when that occurs in public, the user is exempt from copyright liability under Section 110(4) of
the copyright statet, whi ch exempts any fAdAperformance of
otherwise than in a transmission to the public, without any purpose of direct or indirect
commercial advantage and without payment of any fee or other compensation for the
performance to any of its performers, promoters, or organizers, if [] there is no direct or indirect
admi ssi o’ Thelaun hpld thad on occasions when Verizon customers had activated
their ringtones and the telephones rang in the presence of memberpoblic at a level where
it could be heard by othersuchplaying of the musical works embodied in the ringtones satisfied
all of the requirements of the 8110(4) exemption: Verizon customers were not playing the
ringtones for any commercial advantadeytdid not get paid any fee or compensation for those
performances, and they did not charge admission. Accordingly, there was-exemopt public
performance by the users of the ringtones to which Verizon could be secondaril§fiable.

Thecourtalsorejct ed ASCAPOGs argument that Verizon

engaging in a public performance of copyrighted musical works when ringtonesd iplgblic
on customersodo cel |l phones because it control
triggered the cellular telephone to perform the musical works in pulitie.court noted that

a)

Verizondés only role in the playing of a ringt

telephone to an incoming call, and that signal was the sameewlie¢thcustomer had

downloaded a ringtone or not, whether she had set the phone to play a ringtone upon receiving a
call or not, whether she was in a public setting or not, and whether she had the ringtone volume
turned high or low. And it was the callegt Verizon, who initiated the entire process that led to

the playing of the ringtone. Accordingly, Verizon did not engage in activity constituting direct

%2 |d. at 371.

.at 374 n.14.
. at 374 (quoting 17 U.S.C. § 110(4)).

253
254

Id
Id
Id
Id

. at 375. Nor, in order to aikbsecondary liability, was Verizon obligated to show that each and every
customer would be able to meet its burden of proof that its performance of ringtones in public satisfied the §

110(4) exemption. AThe | aw d o eVerizandotshow pngcigety dlowaach i nsur r

of its customers has actually used her telephone, but only requires it to demonstrate that customers as a group do

not exhibit any expectation of profildat@en they per mi
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liability, even i f the ringing of its custome
performance$>®

C. The Right of Public Display

Section 10€b) of the copyright statute grants the owner of copyright in a literary,
musical, dramatic, and choreographic work, a pantomime, and a pictorial, graphic or sculptural
work, including the individuaimages of a motion picture or other audiovisual wafkhe
exclusive right to display the work publid}? Sect i on 101 defines the me
wor k publiclyo in virtually identical terms a
Thus a public display can be accomplished by a transmission of a display of the work to
members of the public capable of receiving the display in the same place or separate places and at
the same time or at different times.

The WIPO Copyright Treaty does nmintain a right of public display per se. However,
the right of public display is arguably subsumed under the right of communication to the public
in the WIPO Copyright Treaty.

1. The Frena, Marobie-FL, Hardenburgh and Webbworld Cases

In Playboy Enterprisednc. v. Fren&>° the court held that the making of photographs
available on a BBS was a fApublicd display, ev
and subscribers viewed the photographs only upon downloading the photograptisef@BS
on demand. Thus, making material available through the Internet even to only a small and select

audi ence may still constitute a Apublico disp

so small that a display to such audiencecanmpm be consi dered a dApubl

ThePlaypoyc ourt seemed to define an audience as fp

of persons outside of a normal ®ircle of f ami
Similarly, in MarobieFL, Inc. v. National Association of Fire Equipment DistribuSrs

the administrator of the Web page of the defendant, National Association of Fire Equipment

Di stributors (NAFED), pl aced tanngthreeivolumesiol es on

copyrighted clip art of the plaintiff. The court ruled that the placement of the files containing the

clip art on the Web page constituted a direct

public display right. Té court concluded that the mere making available of the files for

26 |d. at 37679.

" To display a motion picture, one must display indivioc

Online Law § 6.03[5], at-47 (2008).

The right of public display does not apply to sound recordings, architectural worksjdiodisual works
(except for display of individual images of an audiovisual work).

#9 839 F. Supp. 1552 (M.D. Fla. 1993).
20 |d. at 1557.
21 45 U.S.P.Q.2d 1236 (N.D. lIl. 1997).
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downl oading was sufficient for l'iabi lity, bec
server], they were available for downloading
transmittel t he files to some FPhTheaourtecitingthdleticos when r
case, refused to hold the OSP supplying Internet service to NAFED directly or vicariously liable,
although the court noted that the OSP might be liabledotributory infringement, depending

upon whether the OSP knew that any material o
learned of that fact, and the degree to which the OSP monitored, controlled, or had the ability to
monitor or control the content of NAFEDGS%E Web page.

And in Playboy Enterprises, Inc. v. Hardenbuf§tthe defendants operated a BBS which
made available graphic image files to subscribers for a fee, many of which contained adult
material. To increase its stqule of available information, and thereby its attractiveness to new
customers, defendants provided an incentive to encourage subscribers to upload information onto

t he BBS. Subscribers were given fAcredito for
uploaded onto the system, which entitled them to download defined amounts of data from the
system in return. I nformation uploaded onto

employee of the BBS briefly checked the new files to ascertain whethete y wer e fAaccept
meaning not pornographic and not blatantly protected by copyfgMany of t he pl ai n
copyrighted photographs appeared on the BBS and the plaintiff brought suit for infringement.

With respect to the issue of direct liabilftyr the infringing postings of its subscribers,
the court agreed with tidetcomd e ci si ondés requirement of some o
participation in the infringement. However, the court found that the facts of the case, unlike
those of Frena MAPHIA , andNetcom were sufficient to establish direct liability for
infringement of both the public display and distribution rights. The court based its conclusion on
Atwo crut) abDbefaeacdant §6 policy of encouraging ¢
adult photographs, onto the system, and (2) D
which [its] employees viewed all files in the upload file and moved them intcetinergly
available files for subscribers. These two facts transform Defendants from passive providers of a
space in which infringing activities happened to occur to active participants in the process of
copyright nhfringement. o

Finally, in Playboy Entergses, Inc. v. Webbworld, Iné®” the court held the defendants
directly liable for infringing public displays of copyrighted images for making such images
available through a website for downloading by subscribers.

%2 1d. at 1241.

263 1d. at 1245.

264982 F. Supp. 503 (N.D. Ohio 1997).
2% 1d. at 506.

%% 1d. at 513.

%7 45 U.S.P.Q.2d 1641 (N.D. Tex. 1997).
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2. Kelly v. Arriba Soft

An important case construing the scope of the public display right on the Internet is that

of Kelly v. Arriba Soft Cor?® Inthatcas, t he defendant Arriba was
search engineo on the Internet that allowed u
a search query, the search engine produced a |
thisfmcti onality, Arriba developed a program cal
looking for images to index, download fdli zed copi es of the i mages o

use those images to generate lower resolution thumbnails. Once the éiismene created, the
program deleted the fuslized originals from the servét’

When the user doubldicked on the thumbnail, a fuflized version of the image was
displayed. During one period of time, thefsli zed i mages wer ekipngauced
i.e., by retrieving the image from the original web site and displaying it on the Arriba web page
with text describing the size of the image and a link to the originating sueh that the user
would typically not realize the image actually o&si on another web site. During a subsequent

period of time, the thumbnails were accompani
The fAidetailsd |Iink produced a separate screen
describing the size of themage and a link to the originating site. Alternatively, by clicking on

the fisourcedo |ink or the thumbnail itself, th

the Arriba page: the window in the forefront contained thesiaktd image, importedirectly
from the originating site; underneath that was a second window displaying the home page
containing the image from the original sif8.

Arribads crawler copied 35 photographs on
into the Arriba datalse. When he complained, Arriba deleted the thumbnails of images that
came from Kellyb6s own web sites and placed th
in the future. Several months later, Kelly sued Arriba, identifying in the complaiert iobages
of his that came from third partyweb sitésThe di strict court ruled ¢t
the thumbnails and the full sized images was a fair use, and Kelly app@aled.

The Ninth Circuit, in an opinion issued in July of 2663affirmed tte ruling that the use
of the thumbnails was a fair use. Applying the first of the four statutory fair use factors, the court
held that the thumbnails were a transformatiywv
smaller, lower resolution imagesthats ved an entirely different fu
images. Users would be unlikely to enlarge the thumbnails and use them for artistic purposes

268 336 F.3d 811 (B Cir. 2003).
29 1d. at 815.

270 |d. at 81516.

21 1d. at 816.

Id. at 81617.

The 2003 opinion withdrew an earlier and highly controversial opinion issued by therc@0@d, discussed
further below.

272

273
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because the thumbnails were of much lower resolution than the originals. Thus, the first fair use
factor weighted in favor of Arrib&’*

The court held that the second factor, the nature of the copyrighted work, weighed
slightly in favor of Kelly because the photographs were creative in nature. The third factor, the
amount and substantiality of the portiors e d, was deemed not to weigh
Although the entire images had been copied, it was necessary for Arriba to copy the entire
images to allow users to recognize the image and decide whether to pursue more information
about it or the dginating web sité”°

Finally, the court held that the fourth factor, the effect of the use upon the potential
market for or value of the copyrighted work, weighed in favor of Arriba. The court found that
Arribads use of the t htuhmd nmarl k @ tmafgers Kveolull ydé sn ot
the value of his images. By displaying the thumbnails, the search engine would guide users to
Kell yéos web site rather than away from it. N
ability to sell or liense the fulkized images. Anyone downloading the thumbnails would not be
successful selling full sizeithages from them because of the low resolution of the thumbnails,
and there would be no way to view, create, or sell clearsizdid images withowgoing to

Kell yds web sites. Accordi i§ly, on balance,
The court reversed, however, the &izedt rri ct

images through inline linking or framing was a fair use and remanded for furtioeegdings.

The Ninth Circuitdéds ruling on this issue was

an earlier opinion in the case issued in 2802hich it withdrew when issuing its 2003 opinion.
In the 2002 ruling, the Ninth Circuithadheld i n a hi ghly controversial

inline linking to and framing ofthefud i zed i mages violated the pl a
rights?®* Il nt erestingly, the court ruled that Kelly
AThi sKeséyds i mages does not entail copying t
from Kellyds web site. Therefore, it cannot

of copyrighted works ¢é. I nsteacd, |tyldbiss exsd ucfi
right to 6display th’®Appmyringthhtyed hworclupulhlsi ©
offeringofthefuls i zed i mages through | inking fidoes not
direct copyindoy Arriba, because acopydbfh e I mages i s certainly made

RAM, as well as on the screen, when the user clicks on the thumbnail to display the full sized
image.

274

Id. at 81819.
% 1d. at 82021.
276 1d. at 82122.
277 Kelly v. Arriba Soft Corp, 280 F.3d 934 (9th Cir. 2002).

278

Kelly had never argued, either in the proceedings below or on appeal, that his public display rigetnhad
infringed. The Ninth Circuit raised this issue on its own.

219 |d. at 944.
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With respect to infringement of the display right, the court ruled in its 2002 opinion that
themere &t of linkingto the images constituted infringement. First, the court ruled that there

was an unauthorized Adispl ayo: ABy inline | i
showing Kellyoés ori gi na? Second,khe cowtiftethatssuch hi s pe
Ashowi ngd was a Apublico one: AA display is
potential recipients was operating his receiving apparatus at the time of the transmission. By
making Kell yds | mages baivaawingpolliccaccesstothass web s

images. The ability to view those images is unrestricted to anyone with a computer and internet
accé8Bhe® court thus concluded that Arriba had
rights: i Bwb laild otwa nwi @i eKel | yos copyrighted w
site, Arriba created a public display of Kell"
establish%glzn infringement; the fact that no one saw the images goes to the issue of datages,

i abvl ity. o

The court went on in its 2002 opi-sizezdon t o h
images was not a fair use. Unlike the case of the thumbnails, the court held that the use of the
ful-si zed | mages was n oethefultsai nzsefdo ri maatgi evse .0 n fiABrerci abt

primarily as illustrations or artistic expression and the search engine would function the same
without them, they do not have & Accordipglyse di f f
the first factor weighd against fair use. For the same reasons as before, the second factor

weighed slightly in favor of Kelly®* The third factor weighed in favor of Kelly because,
although it was necessary to provide whole Iim
acacess to the fulbized images without having to go to another site, such a purpose is not

l egi tfmamaldy, the fourth factor weighed in K
access t osizéddnagey énsts ofvuveb site, Arribaharinda of Kel % 6s mar

The Ninth Circuitdés ruling in its 2002 dec
of controversy, since the reach of that ruling was potentially so broad. In particular, the logic the
Ninth Circuit adopted in its 2002 dsioni that the mere act of inline linking to or framing of a
work, whether or not users actually view the linked wiodonstitutes a public display of the
linked work, could call into question the legality of many types of linking or framing thatohas n
been expressly authorized by the owner of the linked material. Apparently in response to the

280

. at 945,

281

= Iz

282

at 946.
at 947.
.at 94748.
. at 948.

283

284

285

= E & Ia

286

=
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controversy, on Oct. 10, 2002, the Ninth Circuit ordered additional briefing on issues of public
display and derivative use rights raised by the ¥se.

not have decided whether the display of thedided imagesviotae d Kel | yds publ ic

In its 2003 decision, the Ninth Circuit omitted entirely the discussion of the public display
right that had appeared in its 2002 decision. Instead, the court held that the district court should

rights because the parties never moved for summary judgment on thatisuthe

proceedings

bel ow, Kelly had moved only for

thumbnail images violated his display, reproduction andlildigion rights. Arriba crosenoved

for summary judgment and, for purposes of the motion, conceded that Kelly had established a
prima facie case of infringement as to the thumbnail images, but argued that its use of the
thumbnail images was a fair us€he Ninth Circuit concluded that, by ruling that use of both the
thumbnail images and the fidlzed images was fair, the district court had improperly broadened

t he
i mages

scope of
and

both Kellyds original +mpdi on to
t he

scope of Arribads concession

images and the fulized image&® Accordingly, the court remanded for further proceedings
with respect to the fulsized images to give the parties an apyaty to fully litigate those
issues®

whea e

3. Ticketmaster v. Tickets.com

See Section I1.D.7 below for a discussion of this case, which distinguishgeéitie.
Arriba Softc ase and

tickets

infringing public display.

4.

held that Tickets.comdés deep
could be purchased for events

Perfect 10 v. Google (aka Perfect 10 v. Amazon)

Perfect 10 v. Googlset forth a detailed adjudication of the boundaries of the display

right on the Internet, and in particular, which entity should be deemed to perform the display for
purposes of copyright liability when the display results through links to a web site from another
site storing copies of the copyrighted material at isswezase both the district court and the
Ninth Circuit issued very thorough, thoughtful opinions, the holdings of both courts will be
explained in detalil.

and fullsizev er si ons

The plaintiff Perfect 10 sought to preliminarily enjoin Google from displaying thumbnails

of its copyrighted photographs

function in response to user search queries. Google Image Search allowed a user to input a text

287

289

290

fiNi nth

Circuitt

Or der s Add dnibaBoftA g p & BNoAHOsH VEQ eerclt ir mknii ncg

Commerce & Law Repo(Oct. 30, 2002) at 1082.
Kelly v. Arriba Soft Corp. 336 F.3d 811, 822 (9th Cir. 2003).

Id
Id

.at 817.
. at 822,
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search string and returned thumbnail images organized into a grid potentiallysresorthe
search query™*

To operate Google Image Search, Google created and stored in its cache thumbnail
versions of images appearing on web sites cra
chosen for display in response to search queries depsalidylupon the text surrounding the
image at the original site from which the image was drawn. When a user clicked on a thumbnail
image, Google displayed a page comprised of two distinct frames divided by a gray horizontal
line, one frame hosted by Gde@nd the second one hosted by the underlying web site that
originally hosted the full size imag& In the upper frame, Google displayed the thumbnail,
retrieved from its cache, and information about the full size image, including the original
resolutionof the image and the specific URL associated with that image. The upper frame made
clear that the image might be subject to copyright and that the upper frame was not the original
context in which the full size image was found. The lower frame conttheeafiginal web
page on which the original image was found. Google neither stored nor served any of the content
displayed in the lower frame, which was stored and served by the underlying third party web site
containing the original imag&® Perfect 1(rought claims against Google for direct, vicarious
and contributory copyright infringement.

Direct Infringement Claims Perfect 10 alleged that Google directly infringed its
copyrights by displaying and distributing the full size images hosted by #nitgl\yweb sites, and
by creating, displaying and distributing thumbnails of its copyrighted full size images. Google
conceded that it created and displayed thumbnails, but denied that it displayed, created, or
distributed what was depicted in the lowenigof search results displays, which were generated
via in-line links to third party sites storing the original images of intérést.

The district court began with a considerat
context of inline linking, notingt hat t wo approaches were possi bl
display is defined as the acts#rvingcontent over the web, i.e., physically sending bits over the
Il nternet to the usero6s browser, ancdced@2the an @i
mere act ofncorporatingcontent into a web page that is then pulled up by the browser through
an inline link. Under the server test, advocated in the case by Google, the entity that should be
deemed liable for the display of infringing camttés the entity whose server served up the
infringing material. Under the incorporation test, advocated by Perfect 10, the entity that should
be deemed liable for the display of infringing content is the entity that usedia@ limk in its
webpaged direct the userds browé&er to retrieve t

291 perfect 10 v. Googlet16 F. Supp. 2d 828, 888 (C.D. Cal. 2006)a f f 6 d  Perfect 1Gvo0Amazon.com,
Inc., 508 F.3d 1146, 1169 {Xir. 2007).

292 1d. at 833.
Id. at 83334,

294 1d. at 838.

2% 1d. at 83840.
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The district court reviewed the existing decisions dealing with the question of whether
' inking constitutes infringing Adisplayingo o
Webtworld andHardenburgases.®t he mat eri al was stored on the
the Perfect 10 v. Cybernet Venturease’”’ it was unclear whether the defendant stored or
served any of the infringing content. The court further noted that the Slirghit had
withdrawn its opinion irkelly v. Arriba Soft®® adopting the incorporation test in the face of
widespread criticism of that decision. The court therefore found that none of these cases, or any
other existing precedent, resolved the questioarbef?®

The district court concluded that the server test was the most appropriate one for
determining whether Googleb6s | ower frames wer
articulated several reasons for adopting the server test. Fsdbaged on what happens at the
technological level as users browse the web, and thus reflects the reality of how content actually
travels over the Internet before it is shown
engines from being held dirégtiable for in-line linking and/or framing infringing content
stored on third party web sites, but allows copyright owners still to seek to impose contributory
or vicarious liability on web sites for including such content. Third, web site operators can
readily understand the server test and courts can apply it relatively easily. Fourth, in the instant
case, it imposes direct I|liability on the web
them on the Internet for all to see. Finally, seever test promotes the balance of copyright law
to encourage the creation of works by protecting them while at the same time encouraging the
dissemination of information. The server test would avoid imposing direct liability for merely
indexing the welso that users can more readily find the information they seek, while imposing
direct liability for the hosting and serving of infringing cont&fit.

Applying the server test, the district court ruled that for purposes of direct infringement,
Googl edofmmesandimdfne | inks did not constitute a 0
stored on and served by infringing third part:
of Perfect 1006s copyrighted i masgtuunbraitsomts se it
own servers*

On appeal, the Ninth Circuit agreed with t
used to determine which entity displays an image on the web, concluding that the test was
consistent with the statutory langeagf the copyright statute. Under that test, Perfect 10 had
made a prima facie case that Googlebs communi
infringed Perfect 1006s display rights. Howe v
full size infringing images when it framed-ini ne | i nked i mages that app

2% These cases are discussed in Section 11.C.1 above.

27 This case is discussed in Section II.A.4(k) above.

2% This case is discusdén Section 11.C.2 above.
299 416 F. Supp. 2d at 8448.
300 1d. at 84344.

301 |d. at 844.

Id
Id
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computerscreeff? The Ninth Circuit found that Googleos
i mages did not meet the st at utoagletyansingsfoir ni t i on
communi cates only an address which directs a
ful-si ze i mage is displayed. Google d¥ebe not cc
court also rul ed t mmearelystofecticedentofevebPpagesgdnendishec ac h e
images themselves, Google was not infringing the display right by virtue of its€ache.

Fair Use The district court evaluated Googl e
display of the thumbnailswith respect to the first fair use factor, the purpose and character of
the use, the court found that Googl eds displ a

Google derived significant commercial benefit from Google Image Search in the form of

increased user traffic and, in turn, increased advertising revenue. The court distinguished the

Ni nt h Circui tKéllgv.Argba $oficase hy natimg thiathualike Arriba Soft,

Google derived direct commercial benefit from the display of thurhbgai t hr ough it s A
program, under which third party web sites co
server to algorithmically select relevant advertisements for display based on the content of the

site, and then share revenue flowingnfrthe advertising displays and clitkoughs. If third

party web sites participating in the AdSense program contained infringing copies of Perfect 10
photographs, Google would serve ads on those sites and split the revenue generated from users

who clicked on the Googlserved add®> Accor di ngly, the court concl
unquestionably makes Googleds use of thumbnai
Arri ba&aellyluse Gomgl e6 thumbnail s | eatd Qiosoegrlse 6tso
botton®line.o

Relying on theKelly v. Ariba Softdecision, the court concluded that the use of the
thumbnails was transformative because their creation and display enabled the display of visual
search results quickly and efficiently, anddidt super sede Perfect 1006s
images. But the court noted that the transformative nature of the thumbnail use did not end the
analysis, because the use was al so ficonsumpt.
suit agaist Google, Perfect 10 entered into a licensing agreement with a third party for the sale
and distribution of Perfect 10 reduesite images for download to and use on cell phdHes.

302 perfect 10 v. Amazon.com, In&08 F.3d 1146, 11560 (9" Cir. 2007).
303 |d. at 1161 n.7.
304 1d. at 1162.

305 perfect 10 v. Googlet16 F. Supp. 2d 828, 834, 848 (C.D. Cal. 2006)a f f 6 d  Perfbct 10 0. m.
Amazon.com, Ing.508 F.3d 1146, 1169 {<Cir. 2007).

306 |d. at 846. Google counterargued that its AdSense program policies prohibited a web site from registering as an

AdSense part ne agedcbntaindd enages thaeappeared & Boogle Image Search results. The
court noted, however, that Google had not presented any information regarding the extent to which the
purported policy was enforced nor had it provided examples of AdSense partnerereiterminated because

of violations of the policy. In contrast, Perfect 10 submitted numerous screenshots of third party web sites that
served infringing content and also appeared to be receiving and displaying AdSense ads fromlGaxgle.

846-47.

307 |d. at 847409.
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AfGoogl ebdbs use of thumbnails doessmailepserscae de t h
downl oad and save the thumbnails dis¥lcayed by
bal ance, then, the court concluded that, beca
commer cial than Arri ba Sofwibtsh arneds pbeeccta utsoe Retr f
reduceds i ze i mages, the first facto®¥ weighed fAsli

The district court ruled that the second fair use factor, the nature of the copyrighted work,
wei ghed fAonly sl i gh tchuge,altmough itsphotoghaphs WvereRoeatifegas t 1 |
in the case of thKelly v. Arriba Softcase, they had appeared on the Internet before use in
Googl eds s ghecdurt feundghatite third factor, the amount and substantiality of
the portonued, f avored neither party because Googl e
was no greater than necessary to achieve the objective of providing effective image search
capabilities®™* Finally, the court found that the fourth factor, the effect efuke upon the
potential market for and value of the copyri
because of the courtodéds finding that Googl ebds
mar ket for the downl o-aizimaggs ootd celPpbandse@ntbalahd®,b6 s r e
then, the court found that the fair use doctr
thumbnails®*?

g

On appeal, the Ninth Circuit reached the opposite conclusion under the fair use doctrine.
Before beginningts specific analysis of the four fair use factors, the Ninth Circuit made some
important preliminary rulings concerning the burden of proof with respect to the fair use
doctrine. The district court had ruled that, because Perfect 10 had the burdaningsh
likelihood of success on the merits, it also had the burden of demonstrating a likelihood of
overcoming Googlebs fair use defense. The Ni
point to be erroneous. Citing cases from the Supreme @od the Federal Circuit holding that
the burdens at the preliminary injunction stage track the burdens at trial, the Ninth Circuit ruled
that, once Perfect 10 had shown a likelihood of success on the merits, the burden shifted to
Google to show a likdliood that its affirmative defensésncluding that of fair usé would
succeed™

308 1d. at 849.

309

E E &

. at 84950.
. at 850.
. at 85051.

313 perfect 10 v. Amazon.com, In&08 F.3d 1146, 1158'(ICir. 2007). This holding was the opposite of one the
Ninth Circuit had reached in an earlier issuechiwi in the appeal, which the instant opinion replaced. In the
earlier opinion, the Ninth Circuit had concluded that, because a plaintiff has the burden of showing a likelihood
of success on the merits in order to obtain a preliminary injunction, theifflshould also have the burden of
demonstrating a |ikelihood of overcoming the defendan
an infringement action has the burden of proving fair use, the Ninth Circuit had ruled in its earlier tyginion
the defendant is responsible for introducing evidence of fair use in the first instance in responding to a motion
for preliminary relief, whereupon the burden would then shift to the plaintiff to demonstrate that it will
overcome the fair use defendeerfect 10 v. Amazon.com, Inet87 F.3d 701, 714 {oCir. 2007) (superseded
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The Ninth Circuitdéds analysis of the fair wu
need, when judging the transformative nature of the use, to balance theébpublit from the
use against the potential harm to the rights holder from superseding commercial uses, as well as
in its requirement of a showing that alleged potential superseding commercial uses are both real
and significant in their impact. Specifibglwith respect to the first factor, the Ninth Circuit,

citing theKelly v. Arriba Softc ase, noted that Googleds use of
transformative because its search engine transformed each image into a pointer directing a user to
a sourcef information®* 1 n addi ti on, fia search engine prov
an original work into a new w®rk, namely, an

In a significant ruling, the Ninth Circuit disagreed, on two grounds, with the district
cout 6s conclusion that Googleds use of thumbnai
search engine at issueKelly v. Arriba Softbo ecause Googleds use of thu
Perfect 1006s r i-sgdimages or useeoh dell pledn g=irst, thedNinth €ictuit
noted that the alleged superseding use was not significant at the present time, because the district
court had not found that any downl oads of Per:
taken placé!® Second,theaor t concl uded t hat the significa
Googl eds search engine, particularly in |ight
superseding and commer ci al *uscmmslingly,fthe firdifair t h u mb n
use factomveighed in favor of Google.

The Ninth Circuit found that the district court had correctly analyzed the second and third
factors>®* Wi t h respect to the fourth factor, Perfec
no harm to the market for the fgilzed images on the ground that likelihood of market harm may
be presumed if the intended use of an image is for commercial gain. The court noted, however,
that this presumption does not arise when a work is transformative because market substitution is
|l ess certain. Because Googleds use of thumbn

by 508 F.3d 1146 {9Cir. 2007)). The court further elaborated its rationale in the earlier opinion as follows:

Aln order to demonstr at bemoting pattyimust megessarily demenstsate ibwill t h e me
overcome defenses raised by the-nwwving party. This burden is correctly placed on the party seeking to

demonstrate entitlement to the extraordinary remedy of a preliminary injunction at an earlyfstey

litigation, before the defendant has had the opportunity to undertake extensive discovery or develop its
defenses. 0 487 F.3d at 714. The Ninth Circuit appat
with established precedent thiae burdens at the preliminary injunction stage track the burdens at trial, leading

the court to issue a revised opinion.

314 508 F.3d at 1165.

35 1d. The Ninth Circuit rejected Perfect 106seargument
deemed transformative and is inherently not fair use. The court noted that Google was operating a
comprehensive search engine that only incidentally in
not amount to an abuse of the good faith fanddealing underpinnings of the fair use doctrine. Accordingly,
we conclude that Googleds inclusion of thumidemail i mag

search engine activities does not preclude Google from raising a fair usesdefd. at 1164 n.8.
316 1d. at 1166.

317 ;
Id. at 116768

318
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transformative and market harm could therefore not be presumed, and because Perfect 10 had not
introduced evidence that Googl eténgal niatkaiforbuh ai | s
size images, the Ninth Ci*cuit rejected Perfe

With respect to harm to Perfect 1006s alleg
Circuit noted that the district court did not make a finding that Google hadractually
downloaded thumbnail images for cell phone use, so any potential harm to that alleged market
remained hypothetical. Accordingly, the court concluded that the fourth factor favored neither
party>?° Balancing the four factors, and particulalye i ghi ng Googl eds highly
use and its public benefit against the unproven use of thumbnails for cell phone downloads, the
court concluded that Googlebs use of Perfect
court vacated the prelimiar y i njunction regardi ng® Googl eés

Contributory Infringement Perfect 10 argued to the district court that Google was
contributing to the infringement of two direct infringérthird party web sites hosting and
serving infringng copies of Perfect 10 photographs, and Google Image Search users
downloading such images. The district court ruled as a preliminary matter that Perfect 10 could
not base its contributory infringement <claim
demorstrated only that users of Google search wapableof directly infringing by
downloading the images, but had not submitted sufficient evidence showing the extent to which

users were in fact downloading Per fhesaghe 1006s i
contributory infringement claim had to be based on knowledge and material contribution by
Google to the infringing activities*of third

With respect to the knowledge prong, the district court, cttiige Supr eme Cour t
Grokstercase, noted that either actual or constructive knowledge is sufficient for contributory
i ability. The court rejected Perfect 1006s a
presence of copyrisghitmangpeas ccers forno R etrf ee cfta cltO 6t h
policy stated that it monitored the content of allegedly infringing sites. The court noted that
Google would not necessarily know that any given image on the Internet was infringing
someone6s cybeocause thehnagementaiaeld a copyright notice. With respect to the
alleged monitoring by Google, Google had changed its AdSense policy to remove the language
reserving to Google the right to monitor its AdSense partners. The court further noted that,
any event, merely because Google may have reserved the right to monitor its AdSense partners

319

at 1168.

Id.
320 m
%1 1d. In a side, but significant, issue, Google argued that the Ninth Circuit lacked jurisdiction over the preliminary

injunction to the extent it enforced unregiste d copyri ght s. The court rejected
jurisdiction over an action for copyright infringement under section 411 [of the copyright statute], the court may

grant injunctive relief to restrain infringement of any copyright, whetr r egi st er e . abld54unr egi s
n.l.

322 perfect 10 v. Googlet16 F. Supp. 2d 828, 8%P (C.D. Cal. 2006)a f f 6 d  Perfect 10 v. Amazon.com,
Inc., 508 F.3d 1146, 1169 {Xir. 2007).
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did not mean that it could thereby discern whether the images served by those web sites were
subject to copyright?®

The district court then turned to an an&ysf whether numerous notices of infringement
sent by Perfect 10 to Google were sufficient to give Google actual knowledge of infringing
activity. Google challenged the adequacy of those notices on the grounds that they frequently did
not describe in sfitient detail the specific URL of an infringing image and frequently did not
identify the underlying copyrighted work. Some notices listed entire web sites as infringing, or
entire directories within a web site. Google claimed that despite these stingspit promptly
processed all of the notices it received, suppressing links to specific web pages that it could
confirm displayed infringing Perfect 10 copies. The court concluded, however, that it need not
resolve the question of whether Google haebahte actual knowledge of infringement, in view
of the courtds conclusion that Google had not
third party web site&*

The district court articulated the following grounds for its finding that Perfebtiatl not
adequately met its burden to show that Google sufficiently contributed to the infringing activity
for contributory I|liability. First, the court
activity and the activity that had been found to maligrcontribute to infringement in the
Napstercases. For example, unlike in the case of the Napster system, in the instant case the
infringing third party web sites existed, were publicly accessible, and engaged in the infringing
activity irrespective® t heir i nclusion or exclusion from (
did not provide the means of establishing con
downloading of the infringing material. Even absent Google, third party welnsitég
continue to exist and would continue to display infringing content (an observation which would
seem true of all search engines). And unlike Napter, Google did not boast about how users could
easily download infringing content, nor did it facilitateh e t r ansf er of fi |l es s
otherwise private computets.

I n sum, the district court found that Perf
and confused the mere provision of search technology with active encouragement and promotion
ofinf ringing activity. The court also rejected
C o u rGtokstercase that Google had materially contributed to the infringing activity by
providing through AdSense a revenue stream to the infringing web sitesourhéeld that,
although the AdSense program might provide some level of additional revenue to the infringing
web sites, Perfect 10 had not presented any evidence establishing what that revenue was, much
less that it was material, either in its own rightor el ati ve t o those web si
Accordigzgely, the court ruled that Perfect 10 was not likely to prevail on its claim for contributory
liability.

323 |d. at 85354.
324 Id
325 |d.
326 |d. at855-56.
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In an important ruling on appe&/, the Ninth Circuit reversed and remanded for factual
findingsunder a specialized test for contributory infringement for computer system operators.
The Ninth Circuit began its analysis by examining the issue of whether Perfect 10 had adequately
proved direct infringements to which Google could potentially contribBesfect 10 alleged that
three parties directly infringed its imagethird party web sites that copied, displayed and
di stributed unauthorized Perfect 10 i mages, i
stored full size Perfect 10 images on tleaimputers, and users who linked to infringing web
sites, thereby automatically making cache copies of full size images in their computers. Google
did not dispute that third party web sites di
displayingand distributing unauthorized copies of Perfect 10 im&es.

The Ninth Circuit agreed, however, with the district court that Perfect 10 failed to provide
any evidence directly establishing that wusers
imageson their computers. Finally, the Ninth Circuit agreed with the district court that any
cache copies of full size images made by users who linked to infringing web sites were a fair use.
The copying perfor med aut omartaccesaihglthe Interiyetwvaas us er
a transformative use and did not supé?sede th
ASuch automatic background copying has no mor
but a consi der 3 Atceo rpdu bnlgilcy , b @rheef iNti.ndt h Ci rcuit
secondary liability based solely with respect to activities of third party web sites that reproduced,
di splayed, and distributed unauthorf zed copie

Turning to whethe6oogle could be secondarily liable for the infringing acts of those
third party web sites, the Ninth Circuit first noted that undeSihieydoctrine, Google could not
be held liable for contributory infringement based solely on the fact that the déggsearch
engine facilitated such infringemeiGtokster Nor , u
decision, could Google be held liable solely because it did not develop technology that would
enable its search engine to automatically avoid iniingpgmages’>?

The Ninth Circuit next held that Google co
inducement test iGrokster because Google had not promoted the use of its search engine
specifically to infringe copyright$® In reaching this result, ever, the Ninth Circuit appears
to have put a gloss on the Supreme Courtodos te
that inducement liability could result from intentionally encouraging infringement through

327 perfect 10 v. Amazon.com, In&08 F.3d 1146 (9Cir. 2007).
%8 |d. at 1169.

329

330

.at1170.

5 Ig & |

332

333

[

.at 1171 n.11.
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specific acts, the Ninth Circustt at ed t hat i ntent could be i mput

steps that are substantially®certain to resul

Finally, turning to whether Google could have secondary liability under the traditional
common law doctrine ofantributory liability, the Ninth Circuit, citing itdlapsterdecisions,
noted that it had Afurther refined this test
contributory liability can be i mp¥sTeedNnton a pr
Circuit noted that under botitapsterandNetcom a ser vi ce provider 6s kn
prevent infringing actions could be the basis for imposing contributory liability, because under
such circumstances, the | nts@roksterde@sprumaybed under
imputed. Accordingly, the Ninth Circuit articulated the following test for contributory liability in
the context of cyberspace:

[W]e hold that a computer system operator can be held contributorily liable if it

i h actualknowledge thaspecificinfringing material is available using its

systNapsteo 239 F. 3d at 1002, and can ftake si
further damageo NewomO0O/g-ySupp.gAhli3&dyetwor k s,

continues to provide access to infringing wetk

This articulated test leaves open at least the following questions, with respect to which
the Ninth Circuitdéds decision gives I|little gui

-1ls this the exclusive test for contributo

-- Whatareh e boundaries of fAthe context of cybe

apply?

-Does the reference to fAactual 6 knowl edge
alternative traditional common | aw formulatio
cyberspace

-Do fisi mple measureso extend only to takin
preventing its recurrence also?

Applying this specialized test, the Ninth Circuit ruled that the district court had erred in
concluding that, even if Google had ad¢tkrowledge of infringing material available on its
system, it did not materially contribute to infringing conduct because it did not undertake any
substantial promotional or advertising efforts to encourage visits to infringe web sites, not
provide a sigificant revenue stream to the infringing web sitésThe Ninth Circuit stated:

334 1d. at 1171.

335

33 |d. at 1172 (emphasis in original).

337

Id
Id.
Id
Id
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There is no dispute that Google substantially assists websites to distribute their

infringing copies to a worldwide market and assists a worldwide audience of users

to accessnfringing materials. We cannot discount the effect of such a service on
copyright owners, even though Googleds ass
just infringing ones. Applying our test, Google could be held contributorily liable

if it had knowedge that infringing Perfect 10 images were available using its

search engine, could take simple measures to prevent further damage to Perfect

106s copyrighted works® and failed to take

Noting that there were factual disputes over whetreertte ar e fir easonabl e .
meanso for Google to refrain from providing a
remanded the contributory infringement claim for further consideration of whether Perfect 10
would likely succeed in establishingathGoogle was contributorily liable for-lme linking to
full size infringing images under the test the court had enunciated.

Similarly, the Ninth Circuit remanded for further proceedings on whether Amazon.com,
which Perfect 10 had also sued basedsaffering of the A9.com search engine, should be held
contributorily I|iable. Alt i s disputed whet h
specific infringing activities available using its system, and whether Amazon.com could have
taken gggsnable and feasible steps to refrain from providing access to such images, but failed to
do 0.0

Vicarious Liability. Perfect 10 also asserted claims against Google for vicarious liability.
With respect to the financial benefit prong, the district tiaund that Google obtained a direct
financial benefit from the infringing activity through its AdSense revenues under the standard
articul at ed i rFonovisaecislonfi'in whicE it hreld that thedfisancial benefit
prong can be satisfiedwe r e t he avail ability of infringing
to the site. Under that standard, the district court found it likely that at least some users were
drawn to Google Image Search becawsamldbehey kne:
viewed for free, and Google derived a direct financial benefit when users visited AdSense
partnerso6 web sites thal? contained such infri

Notwithstanding the financial benefit to Google, however, the district court found that
Googlehad insufficient control over the infringing activity to impose vicarious liability because

the Web is an open system. ARGoogle does not
operate§i . e., the web. Go o gl e $search index dods yot rendler r e mo v
the linkedto site inaccessible. The site remains accessible both directly and indirectly (i.e., via

ot her search engines, as well as via the mesh
338 |d.

339 |d.at 117273

39 1d. at 1176

341 Fonovisa, Inc. v. Cherry Auction, IncZ6 F.3d 259 (8 Cir. 1996).
342 perfect 10 v. Googlet16 F. Supp. 2d at 85&/.
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abil ity eanshavog substaritiad inpot into or authority over the decision to serve or
continue serving infringing c*6MbeerbyeGooGbegl
software lacked the ability to analyze every image on the Internet, compare agettonall

other copyrighted images that existed in the world, or even to that much smaller subset of images
that had been submitted to Google by copyright owners such as Perfect 10, and determine

whet her a certain i mage onght*hFmallytecourtrued i nged
that the Aright and ability to control o prong
AdSense policy of the right to monitor and terminate partnerships with entities that violated

ot her sdé copyr ilgelstgtcourt Feld that Pedfectnl@ Hag not established a

likelihood of proving the second prong necessary for vicarious liaBffity.

Based on its various rulings, the district court concluded that it would issue a preliminary
injunction against Googler ohi bi ti ng the display of thumbnai
ordered the parties to propose jointly the language of such an injufétion.

On appeal, the Ninth Circuit affirmed the
shown a likelihood of®t abl i shi ng Googl eds right and abil:i
infringing conduct of third party web sites. The Ninth Circuit began its analysis by noting that,
underGrokstey fia def endant exercises contnaledgal over a
right to stop or |imit the directly i#fringin
With respect to the first part of this test, the court noted that, unlikennvisawhere the swap
meet operator had contracts with its vendpveng it the right to stop the vendors from selling
counterfeit recordings on its premises, Perfect 10 had not shown that Google had contracts with
third party web sites that empowered Google to stop or limit them from reproducing, displaying
anddistribpt i ng i nfringing copies of Perfect 1006s i
agreements with various web sites, an infringing third party web site could continue to reproduce,
display, and distribute its infringing copies after its participation in the AsiSprogram was
ended®® And unlike the Napster system, in which N
required user registration and enabled Napste
access to the Napster system, Google could noirate third party web sites distributing
infringinsglgphotographs or block their ability to host and serve infringing full size images on the
Internet:

The Ninth Circuit also affirmed the distri
practical abilityt o pol i cy the third party web sitesod in
recognition technology, Google lacks the practical ability to police the infringing activities of

33 1d. at 85758.
344 1d. at 858.

345 |
36 1d. at 859.

347 perfect 10 v. Amazon.com, InG08 F.3d 1146, 1173(Cir. 2007).
38 g,

349 |d. at 1174.
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thirdparty wW8Beogksed® inability to podaitshed di sti n
liable in theNapsterandFonovisacases. Accordingly, Perfect 10 had failed to establish the right
and ability to control prong of vicarious liabiliy* Having so concluded, the Ninth Circuit

determined that it mgunedthat®obglereeetveda difee findneladt 100
benefit>*2

Based on its rulings, the Ninth Circuit re
Googledbs thumbnail versions of Perfect 1006s i

alsoreverse t he district courtdos conclusion that Pe
of its secondary liability claims because the district court failed to consider whether Google and
Amazon.com knew of infringing activities yet failed to take reas@nabtl feasible steps to

refrain from providing access to infringing images. Accordingly, the Ninth Circuit remanded the

case to the district court for further proceedings on this point, as well as to consider whether

Google and Amazon.com would qualifyr fany of the safe harbors of the DMCA, an issue which

the district court did not consider because of its rulings. Because the district court would need to
reconsider the appropriate scope of injunctive relief after addressing the secondary liability

issus, the Ninth Circuit decided that it need n
district court abused its discretion in determining that Perfect 10 satisfied the irreparable harm
element of a preliminary injunctioli®

5. Healthcare Advocates, Inc. v. Harding, Earley, Follmer & Frailey

In Healthcare Advocates, Inc. v. Harding, Earley, Follmer & Fraiéthe court ruled
that display of copyrighted images on computer monitors within a law office constituted a public
display, but was permitted undeetfair use doctrine. Healthcare Advocates had filed a lawsuit
alleging that a competitor infringed trademarks and copyrights and misappropriated trade secrets
belonging to Healthcare Advocates. The defendants in that case were represented by the
boutiquelP law firm of Harding, Earley, Follmer & Frailey. To aid in preparing a defense, on
two occasions employees of the Harding firm accessed screenshots of old versions of Healthcare
Advocatesd web sites that had Bteen archived b
(www.archive.ory . The old versions of the web site w
Machine, 60 an information retrieval system off
allowed users to request arehd screenshots contained in its archival database. Viewing the
content that Healthcare Advocates had included on its public web site in the past was very useful
to the Harding firm in assessing the merits of the trademark and trade secret allegatigints bro

against the firmbés clients. The Harding firm
350|d.
B 4. The Ninth Circuit also stated, without analysis,

Amazon.com did not have the right and ability to supervise the infringing activity of Google or third parties, and
that the district court did not clearly err in concluding that Amazon.com lacked a direct financial interest in such
activities. Id. at 1176.

%2 1d. at 1175 n.15.
%3 1d. at 117677.
342007 U.S. Dist. LEXIS 52544 (E.D. Pa. July 20, 2007).
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and used the images in the litigation against their clients. Healthcare Advocates then sued the
Harding firm, alleging that viewing the screenshdtthe old versions of their web site on

computers within the firm constituted an infringing public display, and that printing of copies of
those screenshots and storing them on hard dr

copyrights®°

Thecourtrkd that, A[u]lnder the expansive defin
copyrighted images on comput er §°Thecolmtn office
concluded, however, that the Hardi ng sésior méds d

defending its clients in the litigation brought by Healthcare Associates constituted a fair use.

With respect to the purpose of the use, the court noted that the images were used to better
understand what Heal t hcar potspecit what hadtbees 6 comp | a
infringed nor have any documents attached to it depicting the infringement, was ba¥ed on.

Only a small group of employees were able to
the court found waschei minlda i *®*&bepappieafitialt mnces .
printing was only to make a record of what had been viewed and for use as supporting
documentation for the defense the firm planned to make forits cliémtsl t woul d be an
result if an attorneglefending a client against charges of trademark and copyright infringement

was not allowed to view and copy publicly available material, especially material that his client

BN

was alleged t*8 have infringed. o

The second fair use factor weighed in favor offiire because the nature of Healthcare
Associ atesd web sites was predominantly infor
firm because, although entire images were copied, employees at the firm needed to copy
everything they viewed becauseytwere using the screenshots to defend their clients against
copyright and trademark infringement claims. The firm also had a duty to preserve relevant
evidence. Finally, the court found that the fourth fair use factor also favored the firm, because
theval ue of Healthcare AssociatesdO web sites wa
the images viewed and copied were archived versions of the web site that Healthcare Associates
no longer utilized, suggesting their worth was negligible. Accgidinhe court held that the

Harding firmébs use of the iIimages obtained thr
361

use:

35 1d. at *2-10.

36 1d. at *19.

%7 1d. at *22-23.

8 1d. at *24. The copyright statute defines a fipublicbd
of persons outside of a normal <circle of a0lf amily and

39 1d. at *24.

30 1d. at *24-25.

%1 1d. at*262 9 . The court also ruled that the firmés failure
that were automatically created by the comghtheer s used
I nternet, and were also automatically deleted by the

evidence.ld. at *30-38.
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6. ICG-Internet Commerce Group, Inc. v. Wolf

In ICG-Internet Commerce Group, Inc. v. Wdif the court held that the defendant had
inffi nged the plaintiffds copy and public displa
the defendant 6s web site. The court also rul
URL link to the def enda ntodaninfimgihg dsrivative wafFnst i t u

D. The Right of Public Distribution

Section 10@3) of the copyright statute grants the copyright owner the exclusive right to
distribute copies or phonorecords of the copyrighted work to the public by sateeotransfer
of ownership, or by rental, lease, or lending. Thus, to implicate the right of public distribution,
three conditions must obtain: (a) a Acopyodo m
Apublicd; and (t)behbydsaltejbuenbal mubease, |
owner ship. o

1. The Requirement of a ACopyo

Whether transmissions of a work on the Internet implicate the public distribution right
turns in the first instance on whether there has been a distrilmufion a ficopy o6 of t he
broadcasting and cable industries have traditionally treated broadcasts and cable transmissions as
not constituting distributions of copies of a work. With respect to Internet transmissions,
however, if a complete copyofaor Kk ends up on the recipientos
conclude that a Acopyodo has been distributed.
White Paper proposed to include fitransmission
distribution®***where transmission is defined essentially as the creation of an electronic copy in a
recipient systerm

It is |l ess c¢clear whether other types of tr.
For example, what about an artistic work that is trattethand simultaneously performed live at
the recipientds end? Al t hough the public pe
di stribution of a Acopyo that would implicat
significantportims of t he work are buffered in memory :
these distinctions could be rendered moot by
the publicdo contained in the WI PO btexmesdlyi es d

%2 519 F. Supp. 2d 1014 (E.D. Pa. 2007).
33 |d. at 1018.

% The copyright statutssiomoOoremnt Aiyrdesimme® Sodahymin ref
displays of a work. The NIl White Paper does not, however, argue for removal of the requirement that an
of fending distribution be onédbto the Apublic. o NT TV

%5 NIl White Pape  at 213. Appendix 1 of the NIl White Paper p
reproduction is to distribute it by any device or process whereby a copy or phonorecord of the work is fixed
beyond the place fl&cApmlatl2i ch it was sent. 0
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adopted in implementing legislation in the United States (the DMCA does not contain such a
right).

Even i f a Acopyodo is deemed to have been di
transmission of an infringing work, difficult questions willse as to who should be treated as
having made the distributidnthe original poster of the unauthorized work, the OSP or BBS
through which the work passes, the recipient, or some combination of the foregoing? Thus, the
same issue of volition arises Wwitespect to the distribution right as was discussed above in
connection with the reproduction right.

(a) Cases Addressing Whether Mere Posting Is a Distribution

Several decisions have addressed the question of whether the mereipiostjrige
Amaki nyabdfadoa work on a BBS or other Internet
peerto-peer client software, from which it can be downloaded by members of the public
constitutes a public distribution of the work, and have reached quite comisatsr as detailed
in the next two subsections. In addition to those decisions, several other decisions have declined
to reach the issue and/or left the question open, often acknowledging the existence of conflicting
authority:

T In Arista Records LLG/. Greubel| 453 F. Supp. 2d 961 (N.D. Tex. 2006), the court,
although not deciding on a motion to dismiss whether the electronic transmission over a
computer network (here, transmission of copyrighted recordings through a file sharing network)
or the merdisting of such copyrighted recordings in a directory as available for download, is
sufficient to violate a copyright ownerds di s
holding or suggesting that either of such acts is sufficient for irgnmant of the distribution
right, and concluded that such decisions were
dismiss the complaint on the pleadif@The court stated, #fA[ M]aking
available to othemayconstitute infringement byistributionin certain circumstances’®’

i Maverick Recording Co. v. Goldshtey?006 U.S. Dist. LEXIS 52422 at *3 (E.D.N.Y.
July 31, 2006) (A[T]he démaking availablebd arg

T Fonovisa, Inc. v. Alvare2006 U.S. Dist. LEXS 95559 at *8 (N.D. Tex. July 24,
2006) (AThis Court 1Is not making a determinat
viol ates the right of distribution. o).

i Warner Bros. Records, Inc. v. Pay@806 U.S. Dist. LEXIS 65765 at *4 (W.D. Tex.
Juy172006) (declining to Arule out the Plaintif
ground for imposing liabilityo).

i Atlantic Recording Corp. v. Brennap008 U.S. Dist. LEXIS 23801 at *3 (D. Conn.
Feb. 13, 2008) ( de nyiaganst@gefeadant in part,fbgfiadingthat r y o f

366

d. at 96771.
. at 969 (emphasis added).

367
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defendant may have a meritorious defense agai
argument).

T Electra Entertainment Group, Inc. v. D@08 U.S. Dist. LEXIS 98145 at 8
(E.D.N.C.Dec.4,2008)(cor t need not decide whether dAmakin
over the I nternet constitutes a distribution
an actual dissemination of copies of the recordings had occurred).

T Warner Bros. Recordénc. v. Dog 2008 U.S. Dist. LEXIS 98143 at 8 (E.D.N.C.
Dec. 4, 2008) (same).

(1) Cases Holding That Mere Posting Is a Distribution

In Playboy Enterprises, Inc. v. Freffithe court, with very little analysis of the issue,
held a BBS opmtor liable for infringement of the public distribution right for the making of
photographs available through the BBS that were downloaded by subscribers, even though the
defendant claimed he did not make copies of the photographs himself. But beedBB8& thas
apparently one devoted to photographs, much of it of adult subject matter, and subscribers
routinely uploaded and downloaded images therefrom, the court seems to have viewed the
defendant as a direct participant in the distributions to the pihiali¢dook place through the
BBS.

Similarly, in Playboy Enterprises, Inc. v. Chuckleberry Publishingifithe court ruled
thatuploading copyrighted pictorial images onto a computer in Italy which could be accessed by
users in the United States constituted a public distribution in the United States. In contrast to the
Netcomcase, the court noted that the deli@mt did more than simply provide access to the
Internet. Instead, the defendant provided services and supplied the content for those services,
which gave users the option to either view or download the images. By actively soliciting United
States custosars to the services, the court concluded that the defendant had distributed its
product within the United States.

In Playboy Enterprises, Inc. v. Webbworld, IA€the court held the defendants directly
liable for infringing the distribution right by making copyrighted images available through a
website for downloading by subscribers. The court found that, in contrastNetit@mcase,
the defendants took fAaffirmaadi¥.v0e steps to cau

The court inMarobieFL, Inc. v. National Association of Fire Equipment Distributérs
ruled that the placement of three files containing copyrighted clip art on the Web page of the

368 839 F. Supp. 1552 (M.D. Fla. 1993).

39 939 F. Supp. 1032, 1039 (S.D.N.Y. 1996).
370 45 U.S.P.Q.2d 1641 (N.D. Tex. 1997).

371 1d. at 1647.

372 45 U.S.P.Q.2d 1236 (N.D. lIl. 1997).
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defendant constituted a direct violationtoh e pl ai nti f fés distribution
available for downloading by Internet users and were transmitted to Internet users upon request.

In all of the preceding four cases, it was apparent that actual downloads of complete
copies of theopyrighted material had taken place, and this fact, coupled with affirmative steps
taken by the defendants to promote the acts of downloading, seem to have led those courts to find
a violation of the distribution right. The more difficult cases of lirening have arisen in the
peerto-peer file sharing cases, many of which are discussed in the remainder of this subsection
and the next subsection, in which the defendant often merely makes available copyrighted files
for sharing (t haderusgdhbythe péts-pearcliend softwiare)ebot ddes not
take additional affirmative steps to promote the downloading of copies of those files. In
addition, there often is not clear proof in those cases whether actual downloads have taken place
fromt he defendantds particul ar sihmeludenglwhéthel e f ol d
compl ete copies have been downloaded from t he
pieces of files, as is the inherent nature of the-pepeer protool mechanisms.

In its decision irNapster] t he Ninth Circuit held, withou
userssho upload files names to the search index
ri gffiAsl.tohough t he Ni addiessed ivhethar Napsiescouddpé sedordarily
liable for the infringing acts of its users through the system, it did not address the question of
whet her Napster itself directly violated the
index. That question was subsequently adjudicated by the district court Napisteditigation,
which answered the question in the negative, as discussed in the next subsection.

In Interscope Records v. Dyl{/ the court held that the mere placement of cigyed
works in a share folder connected to the Kazaafoepeer service constituted a public
di stribution of those worKks. The court noted
copyright statute, the right of distribution is synonymous withright of publication, which is
def i ned t oofferingto tistriduee cdpileseor ponorecords to a group of persons for
purposes of further distri but?¥°dmecoupasbditedc per f
t he Ninth CinNapster]o swhdiecch sheolnd t hat HANapster use
to the search index for others® o copy violat

In Warner Bros. Records, Inc. v. Payfiéthe court ruled, on a motion to dismiss the
pl ai nti fnftd sagcaoa mpsitaia def endant who was making
through the Zazaa network, that A[l]isting un
online file-sharing system constitutes an offer to distribute those works, therebyngaat

373 A&M Records Inc. v. Napster, Inc239 F.3d 1004, 1014 {ICir. 2001) (emphasis added).
3742006 U.S. Dist. LEXIS 20214 (D. Ariz. Apr. 14, 2006).

375 |d. at *7 (citing 17 U.S.C. § 101) (emphasis by the court).

378 |d. at *8 (quotingA&M Records, Inc. v. Napster, In239 F.3d 1004, 1014 {SCir. 2001)).
3772006 U.S. Dist. LEXIS 65765 (W.D. Tex. July 17, 2006).
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copyright ownerods ex&%Tuhsdé veeo uritg hrte loife diosnt rtitbeu
equating of the ter m nHdrpert&RowPullishers, laci vt Natiodh p u b | i
Enterprises’® noting that publication is defined toincludeh e fof f ering to di str
The court also relied on the logicldbtaling v. Church of Jesus Christ of Lat@ay Saints'®°

which held a library engages in the distribution of a copyrighted work when it adds the work to

its collections, lists thevork in its index or catalog and makes the work available for borrowing
orbrowsing® Accordingly, the court denied the defen
unauthorized copy of a sound recording available to countless users ofte-peer syste for

free certainly contemplates and encourages further distribution, both on the Internet and

elsewhere. Therefore, the Court is not prepared at this stage of the proceedings to rule out the

Pl aintiffsd Omaking avai limgodingl@abiltyhfAnoreyletalesl a p o
understanding of the Kazaa technology is necessary and Plaintiffs may yet bring forth evidence of
actual upl oading and downloading of files, re
unnece¥sary. o

In Universal Gty Studios Productions v. Bigwog the court granted summary
judgment of infringement against the defendant, a user of Kazaa who had made two of the
plaintiffsd copyrighted moti on Hotalmgand es avai l
Napster land no contrary authority, and without any further analysis of its own, the court ruled
that Aby wusing KaZaA to make copies of the Mo
over the internet, Defendant vetmelMatbred Pl ai nti
Picti#res. o

In Motown Record Co. v. DePietf§°t he court, ci t iNapgtericds® Ni nt |
held that a dAplaintiff cAddistribimionmght canrestablism g e me nt
infringement by proof of actual distributiom by proof of offers to distribute, that is, proof that
the defendant o6made availableo6o -bheecop¥’st gmi e

In United States v. Carafii’ the court ruled that storing child pornography in a shared
folder on theKazaa peeto-peer network where it could be downloaded by others qualified as an
illegal fAdistributionodo of child pofnography,

378 1d. at *8.

379 471 U.S. 539 (1985).

30 118 F.3d 199 (@ Cir. 1997).

%1 2006 U.S. Dist. LEXIS at *d.0.

32 |d. at *11.

383 441 F. Supp. 2d 185 (D. Me. 2006).

%4 1d. at 190.

385 2007 U.S. Dist. LEXIS 11626 (E.D. Pa. Feb. 16, 2007).
36 1d. at *12.

%7 2007 U.S. App. LEXIS 16148 {7Cir. July 6, 2007).
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In ICG-Internet Commerce Group, Inc. v. Waif the court denied a motion for summary

julgment that the defendant had infringed the p
posting the video to the defendantds web site
defendant 6s web site showinguaebypeoilkilokwhet i
hyperlink |Iinked to a streaming or downl oadab
court di d, however, find that the plaintiffods
the posting of the videoonthefde ndant 6s site from whch it cou

In Maverick Recording Co. v. Harp&t'in considering a copyright infringement claim
against the defendant for having copies of th
shared folder on a pe#&y-peer networkthe court held that a complete download of a given work
over the network is not required for copyright infringement to occur. Citindv/tr@er Bros. v.
Payneandinterscopal e ci si ons, the court st at avdilablefiofl he f ac
downl oad is sufficient to violate Plaintiffso
not necessary to prove that all of the Recordings were actually downloaded; Plaintiffs need only
prove that the Recordings were availdble r downl oad due %% Defendant

In Columbia Pictures Industries, Inc. v. Fufigthe court ruled, in the context of a
BitTorrent site, that Auploading a copyrighte:
those users are located) vielas t he copyright hol de*¥ 8ecause 106 ( 3)
of the nature of the BitTorrent protocol, users were not uploading the infringing content itself to
the defendant sd si t e ;torrbnufites thatcortasmed omMyanimatioru pl o a d i
about hosts from which the infringing content could be downloaded using the BitTorrent
protocol. Thedet or rent files were indexed on the defe
guoted language seems to implicitly hold that an actual difiibof infringing content is not
required to infringe thdistribution right, since the mere upload of the-totent file through
which the infringing content could be located was sufficient to infringe.

(2) Cases Holding That Mere Posting Is Not a Distribution

In Religious Technology Center v. Netcom-Oine Communication Servicg®’the
court refused to hold either an OSP or a BBS operator liable for violation of the public
distribution right based on the posting by an individual of mgiing materials on the BBS. With
respect to the BBS, the court stated: AOonl vy
di stribution of plaintiffsd work, as the cont

38 |d. at *21-23; accordUnited States v. Shaffe472 F.3d 1219, 11234 (10" Cir. 2007).

39 519 F. Supp. 2d 1@1(E.D. Pa. 2007).

%9 1d. at 101819.

391 Order,Maverick Recording Co. v. HarpeXo. 5:0ZCV-026-XR (W.D. Tex. Aug. 7, 2008).

392

Id., slip op. at 10.

393 2009 U.S. Dist. LEXIS 122661 (C.D. Cal. Dec. 21, 2009).
394 1d. at *29.

3% 907 F. Supp. 1361, 1372 (N.Dal. 1995).
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i ndi sc r*¥ Withmeapgeed . d 0 t he OSP, the court noted:
inappropriate to hold liable a service that acts more like a conduit, in other words, one that does
not itself keep an archive®of files for more

In In re Napster, Inc. Copight Litigation®*®*t he di strict court rejec
argument that Napsterds indexing of MP3 files
Napster a direct infringer of the pl adomtiffsd
Hotaling v. Church of Jesus Christ of Latfay Saints’® which held a library engages in the
distribution of a copyrighted work when it adds the work to its collections, lists the work in its
index or catalog and makes the work available for borrgwimbrowsing. Th&lapstercourt
distinguished thélotalingcase, arguing that the library had itself made actual, unauthorized
copies of copyrighted materials made available to its borrowers. By contrast, Napster did not
itself have eordifgsonits sewersj botmather mérelyrae index of recortfifigs.
AThis might constitute evidence that the | 1ist
certainly not conclusive proof that the songs identified in the index were actually eghloaih
the network in a manner that would be equivalent to the way in which the genealogical materials
at issue in Hotaling were copied *™nd distribu

The court further noted t heaxdpyrighhstatutd, evtiichni t i o
the Supreme Court observed in a 1985 case that the legislative history equated with the right of
distribution?®? requires the distribution of copies or phonorecords of a work to the public or the
offering to distribute copies ofiat work for purposes of further distribution, public performance,
or public display. The court held that merely by indexing works available through its system,

Napster was not offering to itself distribute copies of the works for further distributibg by

users®®

The plaintiffs argued that the requirement of a transmission of a material object in order
to find a violation of the distribution right was no longer viable in view of the recently enacted
Artistsod Rights and ThARTAct)BrTeepkintiisiciced Sedtiont of 2
103(a)(1)(C) of the ART Act, codified at 17 U.S.C. 8§ 506(a), which provides criminal sanctions
for any person who willfully infringes a copyright by the distribution of a work being prepared
for commercial distribtion, by making it available on a computer network accessible to
members of the public. The plaintiffs interpreted this provision as imposing criminal liability on

396 at 1372.

Id.
97 1d.
39 377 F. Supp. 2d 796 (N.D. Cal. 2005).

39 118 F.3d 199 (4 Cir. 1997).

%0 |n re Napster, Inc. Copyright Litigatip877 F. Supp. 2d at 8@3.

1 1d. at 803.

402 Harper & Row, Publishers, Inc. v. Nation Enterprjgt&lU.S. 539 (1985).
%3 |n re Napster, Inc. Copyright Litigatip877 F. Supp. 2d at 8@5.

404 Pub. L. No. 109, 119 Stat. 218 (2005).
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any person who willfully makes an unauthorized copy of a copyrighted work available on a
publicly accessible computer network while that work is being prepared for commercial
distribution, and argued that Congress must have understood civil liability for copyright
infringement to be equally brod®,

The court rejected this argument, noting that ART Act did not amend Section 106(3)
of the copyright statute, and in any event Section 103(a)(1)(C) of the ART Act makes clear that
willful copyright infringement and making the work available on a computer network are
separate elements of the crinlinffense. Hence, the mere making available of an unauthorized
work on a computer network should not be viewed as sufficient to establish a copyright
infringement:®® Accordingly, the court ruled that the defendants were entitled to summary
judgmentonthé ssue of direct |iability®*oHoweksposet er 6s
t hat the Ninth CiNapsterthéed de arhlaite rii Noaepcsit seiro ru siemr s
Napster itself] who upload files names to the search index for othersto doyl at e pl ai nt i
di stribufi on rights. o

In Perfect 10 v. Goog|&° discussed in detail in Section I1.C.4 above, the district court
ruled that Google did not publicly distribute
thatcould be located hr ough t he Google I mage Search funct
copyrighted work requires an 6actual dissemin
actual dissemination means the transfer of a file from one computer to another. Although Google
frames and #line links to thirdparty infringing websites, it ifiosewebsites, not Google, that
transferthefuls i ze i mages to usersodéo computers [upon c
image displayed in the Google search results]. Because Gsagieinvolved in the transfer,
Google has not actually disseminateand hence, [] has not distributedhe infringing

BN

cont®nt . o

On appeal, the Ninth Circuit affirmed this
communicated only HTML instructionsiltd i ng a user 6s browser where
web site, and Google did not itself distribute copies of the infringing photographs, Google did

%5 In re Napster, Inc. Copyright Litigatio877 F. Supp. 2d at 804.
% |d. at 80405.

407

Id. at 805. The court held, hower, that the plaintiffs had submitted sufficient evidence of direct infringement

by Napsterds users in the form of a showing of massi v
works, together with statistical evidence strongly suggestingtihat | east some of the plaint
works were among thenid. at 806. ilt may be true that the 1|ink

infringement and the uploading or downloading of specific copyrighted works is at the momeht anee

However, to avoid summary judgment, plaintiffs need only establish that triable issue of material fact preclude
entry of judgment as a matter of | aw. €é Here in parti
not even completedds covery relating to issues ¢dfat8&pyri ght own

408 A&M Records, Inc. v. Napster, Inc239 F.3d 1004, 1014 (Cir. 2001).

09 416 F. Supp. 2d 828 (C.D. Cal. 2008)f f 6 d  Perfect 10 v. Amazon.com, In&08 F3d 1146, 1169 (B
Cir. 2007).

410 1d. at 844 (citingn re Napster, Inc. Copyright Litigatio877 F. Supp. 2d 796, 8@ (N.D. Cal. 2005)).
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not have liability for infringement of the right of distribution with respect to full size images that

could be located and displayed through the Image Search fufictiBerfect 10 argued that,

under theNapster landHotalingcases discussed above, the mere making available of images
violates the copyright ownerdsd dihatrithutsi did er
di stributiond rule did not apply to Google, b
library in Hotaling Google did not own a collection of stored full size images that it made

available to the publit:?

In Latin AmericanMusic Co. v. Archdiocese of San Jifdhalthough not a case
involving online activity, the First Circuit
catalog of songs that it did not own the copyright for did not constitute infringement. dithe co
ruled that mere authorization of an infringing act is insufficient basis for copyright infringement,
as infringement depends upon whether an actual infringing act, such as copying or performing,
has taken placg?

In LondonSire Records, Inc. v. Doe*}°the court ruled that merely listing recordings as
available for downloading on a peerpeer service did not infringe the distribution right. The
court held that authorizing a distribution is sufficient to give rise to liability, but only if an
infringing act occurs after the authorizatidh.The court rejected the pl a
contrary based on the Supreme Courtdés equatin
Harper & Row Publishers, Inc. v. Nation Enterpri$€sThe court noté that the Supreme Court
stated only that Section 106(3) recognized for the first time a distinct statutory right of first
publication, and quoted the legislative history as establishing that Section 106(3) gives a
copyright holder the right to control tffiest public distribution of an authorized copy of his
work*®* The court went on to state, however, fAThat
publication and di*tribution are congruent. 0

The court noted that the statutory language itself suggedisrthe are not synonymous.
ng that #Apublicationo incorporates dAdistr

Not i
Athe distribution of copies or phonorecords o

411 perfect 10 v. Amazon.com, In&G08 F.3d 1146, 1162 (XCir. 2007).

#12 1d. at 116263. Cf. National CarRenta Sy s . v. Co mp ut981rF.2d\426 434 {8Cir. 1998)t 61 , | nc
(stating that infringement of the distribution right requires the actual dissemination of copies or phonorecords).

#3499 F.3d 32 (1Cir. 2007).
414 1d. at 4647.

415 542 F. Supp. 2d53 (2008).
1% 1d. at 166.

“7 471 U.S. 539 (1985).

“18 | ondonSire, 542 F. Supp. 2d at 168.
419 |d
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By the plain meaning of the statutd,al idi st ri buti ons € to the p
publications. But not all publications are distributions to the puilthe statute

explicitly creates an additional category of publications that are not themselves

distributions. For example, suppose an authoalaspy of her (as yet

unpublished) novel. If she sells that copy to a member of the public, it constitutes

both distribution and publication. If she merely offers to sell it to the same

member of the public, that is neither a distribution nor a puldicatAnd if the

author offers to sell the manuscript to a

di stribution, 0 but does not actwually do so

distribution??°

Accordingly, the court concluded that the defendants coulbenbéble for violating the
plaintiffsoé distribution r i g'H8utthaldorlssion, did Aidi st
not, however, mean that the plaintiffso plead
draw from the Complaintanite cur rent record a reasonable in
that where the defendant has completed all the necessary steps for a public distribution, a
reasonablefadt i nder may infer that tf#e distribution

The court also nde the following additional rulings:

-- That the Section 106(3) distribution right is not limited to physical, tangible objects,
but also confers on copyright owners the right to control purely electronic distributions of their
work. The courtreasonedat el ectronic files are fAmateri al
can be fixed, and electronic distributions entail the movement of such electronic files, thereby
implicating the distribution right?®

-That actual downl| oadade® fby hteh e | mli aaitn tf if fsSfos
were Asufficient to allow a statistically rea
was downloaded at least once [by persons other than the investigator]. That is sufficient to make
outaprimafaciecafeor presef*t purposes. o

In Elektra Entertainment Group, Inc. v. Bark&tcontrary to thd.ondonSire Records
decision (which incidentally was decided on the same day), the court ruled that, based on the
legislative history of the copyright statute andth S u p r e midarp& & Rowtledison, the

words Adistributionodo and fApublicationd should
420 1d. at 169.

421m

422|d

423 1d. at 16971 & 17274.

2 1d. at 176. iAs noted above, merely expmeni ilg music fi

defendants may still argue that they did not know that logging onto thegpeer network would allow others
to access these particular files, or contest the nature of the files, or present affirmative evidence rebutting the
statisticalinfe ence t hat dowhl|l oads occurred. 0

425 551 F. Supp. 2d 234 (S.D.N.Y. 2008).
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right of distribution should be equated to the right of publicatfdrccordingly, the court ruled

that the same actlat would constitute a publication as defined in Section 101 of the copyright
statutsi namely, the Aoffer[] to distribute copies
purposes of further distri butiiwoudabopioldielthec per f
distribution right, and that proof of an actual transfer need not be skéwn.

However, the court rejected the plaintiffo
right could be established by eopynghtedevorkstbyo wi ng
the defendant, as the plaintiffs had pled in
argument that Congressod6d adoption of the WIPO
right of fAmaki ng av aoithe public, shibuldecontrobtpeyinterpigtatioreol wo r |

Section 106(3)6s distribution right. The cou
selfexecuting, they created no private right of action on their own. The court was also unwilling

to inferthe intent of an earlier Congress when enacting amendments to the definition of the
distribution right from the acts of a later Congress in ratifying the WIPO Copyright Tf8aty.

Accordingly, the court was unwi fibutiomrightrhray equat
be infringed by A[t]he offer[] to distribute
purposes of further distribution, public perf
described as fithe conpoapbesed KMmaReaantifabbde
The court also rejected the argument in an amicus brief submitted by the MPAA that the
plaintiffs®d fAimake availabled claim was suppor
which gives the owner of a copyright the exclesivr i ght @At o authorizeodo t h
The court cited and foll owed authority noting

to Section 106 in order to avoid any confusion that the statute was meant to reach contributory
infringers, not tacreate a separate basis for direct infringerfi&nt.

The court did, however, give the plaintiffs the opportunity to amend their complaint to be
faithful to the language of the copyright statute by alleging that the defendant had made an offer
to distribute and that the offer to distribute was for the purpose of further distribution, public

performance, or publicdispldf* | n addi ti on, the court denied t
dismiss the complaint entirely because the plaintiffs had adequately alleged #uftition to
making their works available, the defendant h

works in direct violation of the distribution rigfi® In August of 2008 the case settf&d.

426

. at 23941.

at 242 (quoting 17 U.S.C. A 1016s definition of #fp
.at242n.7.

at 243.

. at 24546.

. at 24445,

. at 245.

427

= Iz

428

429

431

= & I8 &

432

[

-101-



In Atlantic Recording Corp. v. Howelf* seven majr recording companies brought suit
against the defendants, who had allegedly made over 4,000 files available for download in a
shared folder on Kazaa. The private investigation company MediaSentry took screen shots
showing the files that were availabte lownload. The plaintiffs owned registered copyrights in
54 of the sound recordings in the folder. MediaSentry downloaded 12 of the copyrighted
recordings from the defendantsd computer, and
defendants and filedn action for copyright infringement. The plaintiffs filed a motion for
summary judgment of infringeme‘ﬁ’ff

The court denied the motion. Citing numerous decisions and two copyright treatises, the
court noted the general rule that infringement of theidigion right requires an actual
di ssemination of either copies or phonorecord
Hotalingc as e and t h eNagsterddecisionCWith cespect téosaling the court
noted that in that caseslplaintiff had already proved that the library made unlawful copies and
placed them in its branch libraries, so there had been actual distributions of copies in addition to
' isting of the unlawful copi esNapderl|dectsien thei br ar y
court noted that the Ninth Circuit in the laRgrfect 10 v. Amazooase had grouped the
holdings ofHotalingandNapster together based upon the factual similarity that in both cases
the owner of a collection of works made them ke to the public. Only in such a situation
could the holding oHotaling potentially apply to relieve the plaintiff of the burden to prove
actual dissemination of an unlawful copy of a work. The defendant iPettiect 10case did not
own a collectio of copyrighted works or communicate them to the public, so the Ninth Circuit

foundHotalinginapplicable®*® The Howell court went on to note the following:
However, the court did hold that #Athe di st
requi aesuah di sseminationé] is consistent

Copyright Act. o Mdialingandhcadtsaloubt gn thesimgler adi ct s
unsupported line frorhlapsterupon which the recording companies ré&fy.

After surveying the many decisions adshiag the issue, the court concluded that it
agreed Awith the great weight of authority th
actually distributed an unauthorized copy of
making an unauthorizezbpy of a copyrighted work available to the public does not violate a
copyright hol der 6s e X*tlhneshing ies candlugidntthe adurt d i

st
rejected the plaintiffsd argument thain Adi

rib
str

¥ ARAA Settles Pending BMABBNE!l AvarbabbteC@@hedr mpd & Law
2008) at 1160.

434 554 F. Supp. 2d 976 (D. Ariz. 2008).
Id. at 978.

% |d. at 98182.

437 |d. at 982 (quotinderfect 10 v. Amazon.com, In@87 F.3d 701, 71@" Cir. 2007) (superseded by 508 F.3d
1146 (9" Cir. 2007)).

438 554 F. Supp. 2d at 983.
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the statute for all pur poses. Rat her, the co
Adi stributiond are synonymous outside the con:
di scussi on i n Hdiper&Rawdeacisian.e Cir@ bondortSaesthe court noted

that while all distributions to the public are publications, not all publications are distribtifons.

The court concluded: AA plain reading of the
distribution or an dér to distribute for the purposes of further distribution, but that a distribution
must involve a 6sale or other transfer of own
wor®. o

Finally, the court not e daryjidgmentmisealspfdilai nt i f
because they had not proved that a Kazaa user who places a copyrighted work into the shared
folder distributes a copy of that work when a third party downloads it. The court noted that in the
Kazaa system the owner of the sithfolder does not necessarily ever make or distribute an
unauthorized copy of the work. And if the owner of the shared folder simply provides a member
of the public with access to the work and the means to make an unauthorized copy, the owner
would not le liable as a primary infringer of the distribution right, but rather would be potentially
liable only as a secondary infringer of the reproduction fifhThe court therefore concluded
that the plaintiffsd moti on lephavesaerpleenedyhej ud g m
architecture of the KaZaA fiteharing system in enough detail to determine conclusively whether
the owner of the shared folder distributes an unauthorized copy (direct violation of the
distribution right), or simply provides hitd-party with access and resources to make a copy on
their own (contributory V%folation of the repr

In Capitol Records Inc. v. Thom&¥ the court sua sponte raised the issue of whether it
had erred in instructing the jury that makingisd recordings available for distribution on a
peerto-peer network, regardless of whether actual distribution was shown, qualified as
distribution under the copyright act. The court concluded that it had erred and ordered a new trial
for the defendarf** The parties agreed that the only evidence of actual dissemination of
copyrighted works was that plaintiffsdo infrin
downloaded songs. The defendant argued that dissemination to an investigator acting as an agent
for the copyright owner cannot constitute infringement. The court rejected this argument, noting
that Eighth Circuit precedent clearly approved of the use of investigators by copyright owners,
and distribution to an investigator can constitute infringerffént.

439 1d. at 984.

. at 985.
. at 986.

Id
440 | d
441 | d
442 | d

43 579 F. Supp. 2d 1210 (D. MinA008).

“d. at 1212 & 1227. The i ns taking copyrighted sbund recdrdingsj ury r ead:
available for electronic distribution on a paetpeer network, without license from the copyright owners,
violates the copyright ownersd exclusive right of di s
s h o wid..atdl212.

445 |d. at 121415.
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The court then turned to the issue of whether merely making available recordings for
download constitutes unauthorized distribution. The court first noted that the plain language of
Section 106(3) does not state that making a work available for salfetraental, lease or
lending constitutes distribution, and two leading copyriglatises (Nimmer and Patry) agree
t hat making a work available is insufficient
include offers to do the acts enumerate&ection 106(3) further indicated its intent that an
actual distribution or dissemination is required by Section 1d6(3).

The court rejected the holding of other <co
be taken to be bhecafmenae hbtat ngdoesih@tu t he | e
expressly state that distribution should be given the same broad meaning as publication, and in
any case, even if the legislative history indicated that some members of Congress equated
publication wth distribution under Section 106(3), that fact could not override the plain meaning
of the statute. The court concluded that the statutory definition of publication is broader than the
term Adistributionod as us e dheiddiinitiSnencSedtian 101,120 6 ( 3)
publication can occur by means of the distribution of copies of a work to the public, but it can
also occur by offering to distribute copies to a group of persons for purposes of further
distribution, public performancer public display. Thus, while a publication effected by
distributing copies of the work is a distribution, a publication effected by merely offering to
distribute copies to the public is merely an offer of distribution, an actual distriftion.

Thecourr ej ected the plaintiffsd argument that
authorize distribution (based on Section 1060
title has the exclusive rights dndthatmakimgnd t o a
sound recordings available on a peepeer network would violate such an authorization right.

The court concluded that the authorization clause merely provides a statutory foundation for
secondary liability, not a means of expandingdbepe of direct infringement liabilityThe

court reasoned that if simply making a copyrighted work available to the public constituted a
distribution, even if no member of the public ever accessed that work, copyright owners would
be able to make an endn ar4ound the standards for assessing contributory copyright
infringement®*®

Finally, the court rejected the arguments of the plaintiffs and various amici that the WIPO
treaties require the U.S. to provide a makavgilable rightand that right shoultherefore be
read into Section 106(3)The court noted that the WIPO treaties are notesedtuting and lack
any binding legal authority separate from their implementation through the copyright act. The
contents of the WIPO treaties would be relevamhy orsofar as Section 106(8)as ambiguous,
and there was neasonable interpretation of Section 106(3) that would align with the United

446

Id. at 121718.
447 1d. at 121920.
448 |d. at 122621.
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Statesodo treaty obligations. Concern for comp
clear congressionaitent in the language of Section 106{%).

(3) Cases Refusing To Decide the Issue

In Arista Records LLC v. Does-16,**° several record labels brought a copyright
infringement claim against 16 unidentified defendants for illegally downloadidglistributing
the plaintiffsd copyaopeq etwerldandnasied ecsubpdemaseelgny a p
information from the State University of New York at Albany sufficient to identify each
defendant. The defendants sought to quash the suppoenan part on the basis
complaint was defective in that, in essence, according to the defendants, it alleged that the
defendants were infringers because they were making available copyrighted song files, but
without any evidence of aaudistribution of those files to the public. The court refused to
decide whethetheme r e 7 ma k i rfgong filea wolulé e suffidient to violate the
distribution rightbecause the complaint did not use that language, but rather alleged that each
defendant downloaded and/or distributed to the public copies of sound rec8tdifige/e ar e
persuaded by the majority of cases and the school of thought that Plaintiffs have adequately pled
that Defendants distri but e tst®ihgawitmntthefoirs 6 copyr
corners of the Complaint, the distribution allegation alone. The tasks of pleading and proving
that each Defendant actually distributed the copyright work do not necessarily collide at this
juncture of the case, and dismisselot he Compl ai nt woul d %t be ap

2. The Requirement of a APublico Distributi

Unlike the case of the public performance and public display rights, the copyright statute

does not define what ¢ ons tvar,bnemigh exgect dopristol i c o0 d
afford a similarly broad interpretation of #dap
Some distributions wil/ clearly be fApublic, o

newsgroup, and some will cleaript, such as sendingneail to a single individual. Many other

Internet distributions will fall in between. However, one might expect courts to treat distribution

to members of the public by Internet access at different times and places as nevértheless| i ¢, 0
by analogy to the public performance and public display rights.

As previously discussed with respect to the public display right, the cdrldyboy
Enterprises, Inc. v. HardenburgH held the defendant operators of a Biictly liable for
infringement of the public distribution right by virtue of making available photographs to
subscribers of the BBS for a fee, many of which were copyrighted photographs of the plaintiff
Pl ayboy Enter pri ses.gliabilithvwas deovedrptindigally bbcenghe fact f or f

49 1d. at 122526.

4502009 U.S. Dist. LEXIS 12159 (N.D.N.Y. Feb. 18, 2009).
1 1d. at *1516.

42 1d. at *16-17.

453 982 F. Supp. 503 (N.D. Ohio 1997).
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that the defendants had a policy of encouraging subscribers to contribute files, including adult
photographs, to an fAupload filed on the BBS a
procedure in with its employees screened all files in the upload file to remove pornographic

material and moved them into the generally available files for subscribers. These facts led the

court to conclude that the defendants were active participants in the procepgrafht

infringement.

With respect to the requirement that the d
infringe the distribution right, the court ru
[the plaintiffodéds] pHdopbogngphspobi tihei putvhichb
empl oyees moved those copies to the {§enerally

The court also concluded that the defendants were liable for contributory infringement by virtue
of their encouragingf subscribers to upload information to the BBS with at least constructive
knowledge that infringing activity was likely to be occurring on their BBS.

3. The Requirement of a Rental or Transfer of Ownership

The public distribution right requires that théi@ve been either a rental or a transfer of
ownership of a copy. If material is distributed free, as much of it is on the Internet, there is no

sale, rental, or | ease, and it is therefore wu
taken place With respect to distributions in which the recipient receives a complete copy of the
work on the recipientbdébs computer, perhaps a

taken place, since the recipient has control over the received copy.

ltisuncl ear precisely what a Arental 0O means ¢

ofanondemand movie a Arental 0°? I n a sense, t he
only once. However, the downloaded bits of information comprising the ramieever
Areturnedo to the owner, as Iin the case of t h

guestions lend uncertainty to the scope of the distribution right on the Internet.
4. The Right of Distribution Under the WIPO Treaties

Article 6 ofthe WIPO Copyright Treaty provides that authors of literary and artistic
works shall enjoy fAthe exclusive right of aut
original and copies of their wor ksrghtlseemsugh s a
potentially broader than the public distribution right under current U.S. law, because it includes
the mere fimaking availableo of copies of work
only the actual distribution of copies.

tisuncl ear whether this fAmaking availabl eo
the I nternet. The Agreed Statement for Artic
expressions Ocopiesd and o&éor i giistrédodtionandthe copi es
right of rental under the said Articles, refer exclusively to fixed copies that can be put into

454

.at 513.

45 |d. at 514.

Id
Id
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circulation as tangible objects. o One interp
on the Internet, being electronicinfoat , i s not capable of being 0
objects. o

On the other hand, one might argue that at least complete copies downloaded to
permanent storage at recipient computers should be treated as the equivalent of circulation of
copiass tiangi bl e objects. o Il f, for example, <co
than on paper, such floppy disks might well be treated as the placement of copies into circulation
as tangible objects. Yet a network download can result in a copyfloppy disk (or a hard disk)
at the recipientdés computer. One could there
to Aphysical 06 storage media at the receiving
of the WIPO treaty.

Inany event, this fAmaking availabled right
OSPs through which works are fimade avail abl eo
requirement of volition will be read into Article 6 for liability, as some U.S. sohatve required
for liability under the current rights of public distribution, display and performance. Moreover,
because the W PO Copyright Treaty does not de:
as under current U.S. law concerning whaetypof avai l abil ity wil/| be s
particularly with respect to the fAmaking avai

Articles 8 and 12 of the WIPO Performances and Phonograms Treaty contain rights of
distribution very similar to that dArticle 6 of the WIPO Copyright Treafy® so the same
ambiguities noted above will arise.

5. The Right of Distribution Under WIPO Implementing Legislation
(&) United States Legislation

The DMCA does not contain any provisions that would modify the right of lalisiton as
it exists under current United States law. Thus, the DMCA implicitly deems the current right of
public distribution to be equivalent to the Article 6 right.

(b) The European Copyright Directive

Article 4(1) of the European Copyright Directive regus me mber st ates to
authors, in respect of the original of their works or of copies thereof, the exclusive right to

“® Article 8(1) provides, fAPerformers shall enjoy the eHx
public of the original and copies of their performances fixed in phonograms through sale or other transfer of
ownership 0 Article 12(1) provides, AProducers of phonogt

making available to the public of the original and copies of their phonograms through sale or other transfer of
ownership. o

Like the Agreed Statemerarfthe WIPO Copyright Treaty quoted in the text, the Agreed Statement for Articles
8 and 12 of the W PO Performances and Phonograms Tr ec

expressions O6copiesb6 and O6or i gofidistiblitionaamddhe dgbtpfiremtal, 6 b ei nc
under the said Articles, refer exclusively to fixed c
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authorize or prohibit any form of distributio
phrase fAany foosuggeésts thdt a lwdadright is intended, although, as in the
United States, the right appli es* cConsistentwi t h r e
with the Agreed Statement of the WIPO Copyright Treaty, the comments to Article 4(1) of the
Eumpean Copyright Directive recite that dthe e
being subject to the distribution right, refer exclusively to fixed copies that can be put into
circulation a'*¥ tangible objects. o

Thus, although use of thephradse ny f or mo of di stri bution mi
transmissions of copyrighted works would fall within the distribution right of the European
Copyright Directive, the comments | imit the d
intocircuat i on as tangi ble objects. o It seems tha
Directive intended the right of communication to the public, rather than the right of distribution,
to cover online transmissions of copyrighted works, for Recital (23sdtséthe right of
communication to the public Ashould be unders
to the public not present at the place where the communication originates. This right should
cover any such transmission or retransmissicawbrk to the public by wire or wireless means,
including broadcasting. This right should no

E. The Right of Importation

Section 602(a) of the copyright statute pr
of copies or phoorecords of a work that have been acquired outside the United States is an
infringement of the exclusive right to distri
allow a copyright owner to prevent distribution into the United States of copvesrks that, if
made in the United States, would have been infringing, but were made abroad outside the reach
of United States copyright law.

Section 602(a) was obviously drafted with a model of physical copies in mind.
Al mport at i on otheicapyrighbstatutd, but thenrexjgirenent that copies of a work be
Afacquired outside the United Stateso might su
physical copies into the United Stafé$.It is unclear how this right will be applied to Imet
transmissions into the United States, with respect to which no physical copies in a traditional
sense are moved across national borders. Because the NIl White Paper takes the position that the
stream of data sent during a transmission doesnoteotnsét a fAcopy o of a copy!
NIl White Paper concludes that the Section 602(a) importation right does not apply to network

457 Art. 4(2) deals with exhaustion of the distribution right under the first sale doctrine, a wicussed in
Section III.F below.

458 Commentary to Art. 4, T 1.

49 Lemley,supranote 6, at 564.
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transmissions into the United Stafé%and recommends that Section 602 be amended to include
importation by transmissiorf gopies, as well as by carriage or shipping of tA&m.

However, because physical copies often end up on a computer in the United States as a
result of network transmissions into the United States, it is possible that the importation right will
be construe analogously to the distribution right with respect to transmissions, especially since
the importation right is defined in Section 602(a) in terms of the distribution right. Thus, if a
transmission is deemed to be within the distribution right, thempidssible that the importation
right will be construed to apply when transmissions of copies are made into the United States
from abroad.

In any event, the new right of communication to the public afforded under the WIPO
treaties, discussed in the negtson, could help plug any hole that may exist in the traditional
importation right, at least with respect to transmissions into the United States that qualify as
Acommuni cations to the public, o if thmoteduch
in the next section, however, the DMCA does not contain an explicit right of communication to
the public).

F. The New Right of Transmission and Access Under the WIPO Treaties

The WIPO treaties each afford a broad new right of transmission and aceess t
copyrighted wor k. The right i s denominated
WI PO Copyright Treaty, and is denominated a
WIPO Performances and Phonograms Treaty. Despite the differesheeamination, the rights
appear to be very similar.

1. The Right of Communication to the Public in the WIPO Copyright
Treaty

Article 8
f

of the W PO Copyright Treaty pr
publico as [

o OWS:

Without prejudice to the pwisions of Articles 11(1)(ii), 1dis(1)(i) and (ii),

11ter(1)(ii), 14(2)(ii) and 14is(1) of the Berne Convention, authors of literary

and artistic works shall enjoy the exclusive right of authorizing any
communication to the public of their works, by &vor wireless means, including

the making available to the public of their works in such a way that members of
the public may access these works from a place and at a time individually chosen
by them.

This new extended right of communication to the publidearly meant to cover online
dissemination of works, and in that sense is broader than the existing rights of communication to

%0 NII White Paper at 68.
1 1d. at 135.
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the public in the Berne Convention, which are confined to performances, broadcasts, and
recitations of works. Specificall@rticle 11(1)(ii) of the Berne Convention provides that
authors of dramatic, dramatietousical and musical works shall enjoy the exclusive right of

authorizing Anany communication to the public

11bis(1)(ii) provides that authors of literary and artistic works shall enjoy the exclusive right of

authorizing Anany communication to the public

the work, when this communication is made by an organization other tham tigeiom a | one. o0

Finally, Article 1er(1)(ii) provides that authors of literary works shall enjoy the exclusive right

of authorizing Aany communication to the publ
The new right of communication to the public in the WIQpyright Treaty appears to

be broader than the existing rights of reproduction, display, performance, distribution, and

importation under current United States law in the following ways:

1 No Requirement of a CopyThe right does not require the making or distribution of
Acopieso of a wor k. It therefore removes
reproduction and distribution under United States law stemming froreda@ement
of a fAcopy. o

1 Right of Transmission | t affords the exclusive righ
to the publico of a work fAby wire or wire
not defined in the WIPO Copyright Treaty, the reference to a communic¢atioy wi r e
or wireless meanso seems clearly applicab
right of transmission). This conclusion is bolstered by the fact that Article 2(g) of the
WIPO Performances and Phonograms Treaty does contain a definition of
Aemmuni cation to the public, o6 which is de

public by any medi uni® Thstrénsmissidn hightwilbr oadc as
potentially site the infringement at the place of transmission, in addition to the point

of receipt of a transmitted workunder the reproduction right).

1 Right of Authorization It also affords the exclusi vVve
communication to the public. No actual communications to the public are apparently

necessary to infringe the right.

1 Right of Access The right of authorizing communications to the public explicitly

includes fimaking avail able to the publico
public may accesso the work Afrom a pl ace

(a right of access}®® This access right would seem to allow the copyright holder to

2 Article 2(f) of the WI PO Performances and Phonogr ams
transmission by weless means for public reception of sounds or of images and sounds or of the representations

thereof .. ..0 This definition seems to contempl

S Although fpublico i
members of the publ
of display or performance of a work fApubliclyodo i
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remove an infringing posting of a work prior to any downloading of that work. This
right may also expand potential liability beyond just posters or recipients of infringing
material on the Internet to include OSPs and BBS operators, who could be said to
make a work available to the public in such a way that mesrdsehe public may

access it.

The Agreed Statement for Article 8, however, appears aimed at limiting the bré#dth o
net of potenti al l'iability that Article 8 mig
understood that the mere provision of physical facilities for enabling or making a communication
does not in itself amount to communication within tieaning of this Treaty or the Berne
Convention. It is further understood that nothing in Article 8 precludes a Contracting Party from
applying Article 1bis( 2 ) . 0o I't is unclear who the fAmereo |
meant to referendeonly the provider of telecommunications lines (such as phone companies)
through which a work is transmitted, or other service providers such as OSPs or BBS operators,
who may provide Aserviceso in addition to #fAfa

Another unclear point with respectttte scope of the right of communication to the

public is who the fApublicodo i s. Neither the W
Directive provide any explanation of Ato the
commentarytooneoftrear | i er drafts of the Directive st a
members of the public,0 but went on to state

communi tions. o

The right of transmission and access under Article 8 of the WIPO i@bp¥ireaty is
similar to (and potentially broader than) the amendment to U.S. copyright law proposed in the
NI'l White Paper Ato expressly recognize that
to the public by transmission, and that such trassions fall within the exclusive distribution
right of t he?°Tohpey rNIghtWhdwneerP.adper 6s proposal w
right, as opposed to creating a wholly new right, as the WIPO Copyright Treaty does. The
amendment proposed by tNd White Paper proved to be very controversial, and implementing
legislation introduced in Congress in 1996 ultimately did not win passage.

2. The Right of Making Available to the Public in the WIPO Performances
and Phonograms Treaty

Articles 10 and 14 afhe WIPO Performances and Phonograms Treaty grant analogous
rights for performers and producers of phonog
contained in Article 8 of the WIPO Copyright Treaty. The WIPO Performances and Phonograms
Treaty, b wever, casts these rights as ones of MAmak
Article 10 of the WIPO Performances and Phonograms Treaty provides:

i wh et h embers dfithe pabdic capable of receiving the performance or display receive it in the same place

or in separate places and at the same time or at diff
64" Harrington & Berkingsupranote 174, at 4.

%5 NII White Paper at 130.
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Performers shall enjoy the exclusive right of authorizing the making available to
the public of theiperformances fixed in phonograms, by wire or wireless means,
in such a way that members of the public may access them from a place and at a
time individually chosen by them.

Thus, Article 10 provides an exclusive right with respect to analog and digiteEroand
transmission of fixed performancés.

Similarly, Article 14 provides:

Producers of phonograms shall enjoy the exclusive right of authorizing the
making available to the public of their phonograms, by wire or wireless means, in
such a way that memiseof the public may access them from a place and at a time
individually chosen by them.

No Agreed Statements pertaining to Articles 10 and 14 were issued.

Article 2(b) of the W PO Performances and
t o me a n tioh of theesounds wfa performance or of other sounds, or of a representation of
sounds other than in the form of a fixation incorporated in a cinematographic or other

audiovisual work. o Article 2(c) defsjonods #Afi x
the representations thereof, from which they can be perceived, reproduced or communicated
through a device. o Under this definition, st

Afi xation, o and the fixed omnspgy taft es vac M pshoounnmds
Accordingly, the making available to the public of sounds stored on a computer would seem to
fall within the access rights of Articles 10 and 14.

Because there were no Agreed Statements generated in conjunction with Sectrahs 10 a
14 of the WIPO Performances and Phonograms Treaty, there is no Agreed Statement similar to
that accompanying Article 8 in the WIPO Copyright Treaty for limiting liability for the mere
provision of physical facilities for enabling or making transmissiohscordingly, one will have
to await the implementing legislation in the various countries to know how broadly the rights set
up in Articles 10 and 14 will be codified into copyright laws throughout the world.

%% RebeccaF.Mami, fAThe WI PO Performances and Phonograms Treat
Copyright Socéy U.S.A., Spring 1997, at 157, 178. Ar
to more traditional f oshalenjoythe edclusive rightlofadthorizingthe mékidge r f o r me
available to the public of the original and copies of their performances fixed in phonograms through sale or
other transfer of ownership. o The WI Bauth®rzimr Artodr mances
the exclusive right of authorizing Athe broadcasting
performances except where the performance is already
unfixed performances. 0
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3. The Right of Transmission and Access Under WIPO Implementing
Legislation

(@) United States Legislation

The DMCA does not contain any express i mpl
the publicdo or of fAmaking available to the pu
previously conceling whether the mere transmission or access of a copyrighted work through an
online medium falls within existing United States rights of reproduction, distribution, public
display, or public performance remain under the DMCA.

With respect to the Article 18ght of making available to the public of fixed
performances, the recently enacted Digital Performance Rights in Sound Recordings Act grants
these rights for digital transmissions, although not for analog transmi&$iddewever,
because the WIPO Perfoances and Phonograms Treaty grants these rights with respect to both
digital and analog transmissions, as well as with respect to spoken or other sounds in addition to
musical works, it would seem that the United States might have to amend its copyvigl |
comply with the requirements of Article 1%

Although the DMCA does not contain any express rights of transmission or access, recent
case law suggests that courts may interpret existing copyright rights to afford the equivalent of a
right of transnssion and access. For example, in the recent cadarobieFL, Inc. v. National
Association of Fire Equipment Distributg¥ discussed previously, the court concluded that the

mere making available of the files for downloadingwas f f i ci ent for | i abil
files were uploaded [onto the Web server], they were available for downloading by Internet users
and é the [OSP] server transmitted*®Fiom files

this statement, it appes that the court construed the distribution and public display rights to
cover both the making available of the clip art to the public on the Web page (a right of access),
as well as subsequent downloads by users (a right of transmission).

(b) The European Copyright Directive

The European Copyright Directive explicitly adopts both the right of communication to
the public of copyrighted works and the right of making available to the public of fixed
performances, by wire or wireless means, in language thaltgdaithat of the WIPO Copyright
Treaty and the WIPO Performances and Phonograms Treaty. Specifically, Article 3(1) of the
European Copyright Directive provides the following with respect to copyrighted works:

Member States shall provide authors withéRelusive right to authorize or
prohibit any communication to the public of their works, by wire or wireless

47 17 U.S.C. § 10().

Martin, supranote 425, at 1739.
4945 U.S.P.Q.2d 1236 (N.D. lIl. 1997).
470 1d. at *12.
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