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Willful copyright infringement is crimindized by 17 U.SC. § 506(a)
which definesrhatcondict isprohbited, and18 U.S.C. 8319, which sets
the punishment. Felongenalties atthovhen theviolation consists athe
reproductn or didribution of atleastencopesthatarevalied bgeher
at more than $80Q or, under amexdments enated in 2005, when the
violation involves distribution of awork being prepared for commercal
distribution over a publicly-acessible computer network.
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This Chapter pnades an overewof copyrightaw, an analysi$ the
elemens d copyrightinfringemet areviewof the deéngsto thecrime,
anda simmaryof the datutory pendtiesarisingfrom convictions.Finaly,
this dhaper expbres sme of the novel copyright infringemenissues
presentedy newtechnologiedzorms provithg sarple ndictrents and
jury instructiongor criminalcopyright infringement are provideth
Appendk B.

Prosectors mayalsowish toconsultNimmer on Copyright, a leathg
treatseon copyrightlaw,with manyof itssecions keingcited bycaurts &
if they were black-letter law, including a dapter on aimind offenses. See
Melville B. Nimmer & David Nimmer, Nimmer on Copyright (2005) Other
maja treatsesard aticlesthatmay le ngructive ncludeWilliam F Patry,
Copyright Law and Practice (1994 & Sipps 195-2000); Patry on Copyright
(WestPublishng,forthcoming2006); Syvia Albertt al., Intellectual Property
Crimes, 42 Am. Crim. L. Rev.631(2005); Michael Cablenz, Intellectual
Property Crimes, 9 Alb. LJ.Sd. & Tedh. 235 (199).

II.A. Ovetrview

II.A.1. What Copyright Law Protects

Copyright law hastwo goak: to proted the rights of authors, and,
thereby, tofoster deelopmet of more crative work forthe benefiof
the public. The Cditution, in granting Congressthe powerto eract
inteledud propetty laws, describesboth thes goak and the means to
achiee it:“T o promote the Progress of Science andsefu Arts, by
secuing for limited Timesto Authors and Inventors the exclusve Right
to their repedive Writingsand Discoveries” U.S.Congt., att. |, § 8,cl. 8.
Maintainhg anappropriate balance betwe protectig works and
incentives for creators wforks on the one hand, and disseating
knowledgeand informaion to the public,onthe aher, isaconstart theme
throughout the hisory of copyright law. See Twentieth Century Music Corp. v.
Aiken, 422 U.S. 151156 (195).

The cretor of an oiginalwork of expession, fixed in a tangitd
medum, is grarted for alimitedtimeacopyright, with is the exclusve
right to copy, distribute, and méake certain other usesof the work.
Copyright lavprotects all riginal works of authorshifxed in any tangible
medium of expression, now knowror laterdeveloped, fromwhich theycan be
perceied reproduwed or otherwise comunicatel, either dectly or with
the ad of a machine or device.” 17 US.C.§ 1@®(a) (erphasis aded).
“Originaity” in copyright lawis a bw thresdold: the wak need only hawe
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bee indeperdently creded by the auhor, as opposed to cogd from
another prevbuswork, ard it mud posses only a minimal dgreeof
credivity. SeeSetion I1.B.1.a. bthis Chapter.

Animportantlimitaonof copyrightis tatit protecsonly thecredive
expressiorof an dea, but no the ideaitself.See Section 11.B.1.a.0f this
Chapter.Novelideasmethods,andprocessamay ejoy protecion under
patentdw (or otler areaof law,sud as traé secreprotection),but are
not copyrghtabk. For exampe, conddera mcrobiologist who inverts a
new echnigefor modifyingparticular gerseina cellthenwrites an artiel
for a maganiethat descibesthetechrique.The aticle may b potected
by copyright asthe author's original expression of his o herideas
regading thisnewtechnige. Thetedniqueitself, howesr, would not be
copyrightabk, athoughit may & mtentbke.

Copyrights are also digtinfrom trademarks, whch protect he
exclusiveuseof certainnames,picturesandslogas in connection with
goods orservces. They ardiscussed in Chapter |1 of this Manual.
Tracemaks neal not be original or creaive Moreover, mary tracemaks
consist 6 shortsingle word orshortphragsthat are ineligitle for
copyright pragction.SeeSection 11.B.1.a.ii of this ChapterDespite the
differen@s betwen copyrights and treaarks, sone itens may be both
copyrighted aml tradanarked, such as the image of Disneys Mickey
Mouse.

II.A.2. Legal Basis for Copyright and Related Laws

The Constitutin grants Congress the power égutate copyright:
“[tlo Promote the Progress of Scienod sefd Arts, by curing for
limited Times to Authors ard Inventors the exclusive Right totheir
repedive WrtingsandDiscoveies; U.S.Corst,art 1, 8 8,cl. 8.Congress
also derive authority toegulate sora copyright-relateidsues from the
CommeceClawe,U.S.Const. at. |, §8,d. 3.

Copyright protection is prircipdly stautory. Sony Corp. v. Universal City
Studios, Inc., 464U.5.417 429-31 (184). Feckral copyright statutes are
found primailyin Title17of theU.S.Cade of whichsestions 101through
1101arecaledthe “Copyright Act,” andthe perdlties for criminal
infringemert are setforth in 18U.SC. §2319.

A number of important copyrighprovisians that wereoriginally
devisedby courts, suchsthedodrines of faiuseand firstsale, are now
codified in Title17. E.g., 17U.SC.88107,109.And ourts ofteninterpret
copyright lawv in light of new events andtechnological developments,
whichin tum createssignficart judge-madeaiv hatmight not otherwse
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be obvious from the statues. E.g., Metro Goldwyn-Mayer Studios, Inc. v.
Grokster, Ltd., 56 U. S __, 15 S. Q. 2764 (2005); Sony, 464 U.S.417.

I1.A.3. Relevance of Civil Cases to Criminal Prosecutions

In applying the ciminal copyright statutes, avil precedens ae often
hepful. The vas majaity of copyright case law b davil, rather than
criminal,andoftencivil caesprovidethe aly udicialauhority avdable
in crimind prosecutions. See United States v. Wise, 550F.2d 118),1189n.14
(9th Cir.1977) (nothg “generé&principle in copyright law of looking to
civil authority for gudance in ciimind cases”); United States v. Manzer, 69
F.&d 222, 227 (8th Cir. 195) (sane); United States v. Cross, 816 F.2d 297,
303 (7th Cir. 1987) (sane, with respect to jury instructions), Kelly v. L.L.
Cool J., 145 FRD. 32,39 6D.N.Y. 1992) noting that conductthatdoes
not support acivil acton for infringemeh camot constitute criminal
infringemert); 4 Nimmer on Copyright § 1501.

But what males a goodivil casedoes not necessarily ka@a good
criminal cag. Civil and criminal copyright law someimes differ sharpy.
For example,a ddendant can beivilly liable fo copyrightinfringenent
asa mater of strict liablity, with no intent to copy. See Bright Tunes Music
Corp. v. Harrisongs Music, Ltd., 420 F. Sipp. 177 (S.DN.Y. 19B) (firding
infringemehwheae compser “subcolscbudy” copied edrier sang) By
contrast,a criminal copyrighdeferdant can be convictedonly if he
infringedwillfully. See Setionll.B.2.of this Chapter.

I1.A.4. Federal Preemption

In additionto being primarily statutorgopyrightaw is alsonqmarily
amaterof fedenllaw.For mostof the history of the United Stages,state-
and common-law copyright practions coexistedith federal copyright
laws. See, e.9., Wheaton v. Peters, 33 U.S 591, 59-98 (184). But the
Copyright Act of 1976amended Title17to preempt datelawsthatprovide
rights “equivaéntto” rights ganted undefederatopyrightlaw.17 USC.
§ 3U(a).

Despte this preemption, copyright law catinuesto be intertwined
with stte law ircertain asessud as tlose involvingdense agenents
andother contrads goverring owrersip anduse of opyighted waks
E.g., Storage Technology Corp. v. Custom Hardware Eng'g & Consulting, Inc., 421
F.3d BO7 (Fed Cir. 205). Stateecopyright lavdso continueso appy to
soundrecordngsrecorced beforel972 becaisesourd recordings were
not protededby federal copyright lawurtil 1972.Consequently, pre-1972
saund recordings my still beprotected by gate copyrights until 2067. See
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La Cienega Music Co. v. ZZ Top, 53 F.3d 950 (9th Cir. 1995); 17 U.SC. §
301(c).

II.A.5. When Copyright Protection Begins and Ends

A work is protededby copyright lawfrom the momert it is created
even if it is notregistered. See 17 U.SC. 8 101-102(a), 408(a). Although
registratiorwith the Regster of Copyrightss nota prerequisite to
copyrightprotection, it generaly is a prerequisite to cvil enforcement and to
sameremedies. Ragistration is generaly a perequisiteto acopyright hdder's
civil sut for infringement. See 17 U.SC. §411. Ifthework wasregstered
only after infingement, the plaintiff may stil collect actal danages for
infringemehcommtited gior to regstraton, but gererdly cannot cdlect
statutory damages orattorneys' fees.See 17 U.SC. § 42. TheDepatment's
posiion that registratio is nota preregisite tocriminal enforcemnt,
including C@PS5s recommendation that prosecutors obtain registratio
certificates before #éljis discus=din Setion 11.B.1. ofthis Chapter.

Works cretedin 1978 or later argrotectedby copyrighfor the Ife
of theauthor plus 0 years. See 17 US.C8 3@(a). Foa work vith one @
morejoint authors, thelife of the surviving auhor isusel. § 302f). Works
macke for hire (e.g.worksmade by or atthe behest ok corporatiopand
anmymaus waks are protected for 95 yeas from the dae o first
publicaion, or 120 yeas from creaion (whichever comesfirst). 17
U.S.C. 8§ 3c). Most pre-I/Bworks are protectddr 95years fronthe
dae thatcopyright was firgecued (generally thedate of publicatioi.
17U.SC.83M.

II.A.6. The Rights Protected by Copyright

Copyightedlaw grarts copyright holders six exclusve rights to ther
works (1) reprodation, (2) peparation of derivative work basedipon
the orginal copyrighted woyK3) public disthution, (4) public
pefformarce d cetain typesof works, (5) public dsday d cettain types
of works, ard (6) peformance of sound recordings by means of digta
audiotrarsmsson. See 17 U.S.C8 1®%(D-(6);17 U.S.C. § 10@defining
“sound recording” to excdudeaudiovisud works); 17 U.SC. 8 114(j)(5)
(excluding rarssmison of audivisualworksfrom thedefinition of “digital
audio transmission”}7U.S.C. § 11d) (Imitations hcludng exemtions
for certam broadcast transmissionssubscriptia transmissiongnd
licensd transnssims).

The exlusiverights set forh in 17 US.C.§ 1® aresubject toa
number ofexceptions andriitations n 88 1@-122 sud as tle right b
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make Imitedor “far usé of a work, toresellone'spersonal copy i
work, ard to reproduce cenpute sdtwarethatone owns asanesernial
step inudng it, or to make anarchival copy. Those exceptions are
addressedthroughout ths Chapter.

Exercising oneof the extusive rights uret 8 16 without the
copyright hdde'sauthorizaion or otherlegalauthority isinfringemert. 17
U.S.C. § 501. But notevery wlicensd use constitutes anfimgenent.
“An unlcense use of tke copyright is not aninfringemert unless it
conflicts with one of the specificexclusive rights conferred by the
copyright gatute?” Sony Corp. v. Universal City Studios, Inc., 464 US.417 447
(1984) (dtation omitted); see also Benjamin Kaplan, An Unhurried View of
Copyright 57 (19€7) (“The fundanental [§] thet 'useis rot the sara thing
as 'nfringanent,'thatuseshortof infringenent s tobe encourged ...").

II.A.7. When Infringement is Criminal

Not evey infringemert is a criminal offerse. Criminal copyright
peratieshawe alwaysbee the exceptionrather thanhe rule. Ahough
crimina copyright law has greatly expaded the scope of thcondat it
penalizes over the past centaryminal sactions contineto apply ony
to certaintypes of mfringement—generally whken the infrngement s
particularly serious,@mfringerknowsthe infringerant iswrong, or the
type of case rerds civilerforcemen by individud copyright owners
espeilly difficult.

Copyright infringement is a crime if the defendant acted willfully and
either (1) &r conmecial adwantageor private financiagan, (2) by
reprodwcingor distributinginfringing copiesof works with atotal retai
vadueof ove $1,0 ove a 186day period, o(3) bydistributing a “work
being preparetbr conmecial distribution” by making it avaiable ona
publicly-accssibé computer network.17 U.S.C. § 5F6&)(1).Copyright
infringenentis a febny ony if the nfringanent nvolvedreprodwctionor
digribution of atleast10 cqies of copyrighted woks wath morethan
$2,500in a 180day period, or involved distribution of a “work being
prepaedfor commeraldigribution” overa publicly-accesible canpute
network. See id.; 18U.SC.§2319.

II.B. Elements

Therear three ssatial copyrightcrimes:

1. Willful infringement “for purposes ofonmercial adantageor
private financiagan,” 17 U.SC. 8§ 506a)1)(A) (formerly
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§ 5@(a)(}, before the Family Entertainmi@nd Copyrighict of
200, Pub. L. No. 109 8§13, 119 Sat 218 22D0-21 (Apr. 27,
2005) mendmerm)

Willful infringement notfor profit, but with“the reprodetionor
digribution, including by dectronic means, during any18Gday
period, ofl or more copies grhonorecordsof 1 or more
copyrighted works, which have a total retal vaue d morethan
$1,00Q” 17 U.S.C& 5@(a)()(B) formerly § 506a)(2) before the
Apr. 27,2005 ameimens)

Pre-releasgiracyi.e.,willful infringenent“by the distributiorof
a work beig preparedor commercial distributio, by m&ing it
availableon a conputer retworkacessiblao menbersof the
public,if sud persorknewor shoul have known thatthe work
wasintendedfor commercal distribution,” 17 USC.
§ 5064)(1XC)(newy eraced wth theApr. 27, 2005 amendmeint

The common fetors arehat (1) theremustbe acopyright, (2) theremust
be anmfringement, and3) the infrngenent muwst be wiful. Sonme courts
also reqgirethatthegovernnentproveanexraelenent,that he infinging
items atissueverenot permisble “first saés; but othercourts hold first

sale to b an affirmativdefanse. Seee8tion I1C.4. ofthis Chapter.

Deternining the elentds D prove a feloty (versisa nisdenganor) is
slightly more involed. For-profit infringemety 8§ 5064)1YA), is afive-
yea felory if:

The déendant nfringed by neans of “the reprodtion or
distribution, including by eledronic means,” AND

“duringanyl180-dayeiiod, of atleastlO cqiesor phonorerds,
of 1 or more @pyrightedvorks which have toal retailvalueof
more than $2,80” 18U.S.C. § 231b)(1).

Otherwise—if the offenseviolatedrights othertian reprodation
or distrbution or the offense didnot satisfy tke monetary or
numerical threshdbs—itis a misd@meanor. 18 U.§.8 23 9b)(3).

Non-prdit infringenent,8 5@(a)()(B),isa three-yadelory if

the defendant infringed by means of “the reprodiction or
distribution of 10 or more copies ophanorecordsof 1 or more
copyighted veorks, which hwe a totatetailvaue of $2,50 or
more.” 18U.S.C. § 231c)().
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* Otherwise—H the dfense @ not satisfy the monetary and
numerical threshdbs—itis a misdmeanor. 18 U.E§.8 23.9c)(3).

Prerekeaeinfringemert over apublicly-acessible computer network,
17U.S.C. 8 5@6)(1)(C)is always telony,but the penaltiesncreas ifit
is dane for commercal advamtage o private finarcial gan. 18 USC.
§ 239d)(1),(2).

In other words, here ae four essential elrents toa charg offelony
copyrightmfringement:

1. A copyright exists (seec8enll.B.1.of this Chapter)
2. The defendant acted willfully (Section 11.B.2)

3. It was infrhgedby the ddendant by reproduion or distribution
of the copyrighted wak, or (for violations of 17 USC.
§506(8)(1)(C)), bydistribution (Section I1.B.3a.)

4. Theinfringement consgsted of dather of thefollowing:

(a) the ddendant nfringed at leastlO copies b one @ more
copyrighted works with a tdal retal value of more than $2,500
within a 180-day period (Sestion 11.B.3.b.); OR

(b)the defadant infringed by
(i) the disttbution

(i) by makng availble ona compter network acgssible to
menbers of he public

(iii) of a “work being preparddr commercial distributio’

(iv) the deéndamh knewor should have krown thework was
being prepared for commercial distribution (Section 11.B.3c.)

Repest felonies garner inareased perdties. See 18U.S.C8 239(b)(2),
(€)(2)(d)(3)-(4).

Amendments to the criminal copyright gatutesin 197 ard 2005
significantly changed theelements of felonycopyright infringement. See No
Electronic Theft Act (NET) Act, Pub. L. No. 1054147 111 Sat 2678
(1997)Family Entertanment andCopyright Act of 2005(FECA),Pub.L.
No. 109-98 103,119 Sat 218,220-21 Q005).Cagspredatng these
statuteshould nonecesarily beelied upon for delineagrthe elemnts
of current copyrightféenses, but they remain usdul in interpreting te
currentlaws demens.
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II.B.1. Existence of a Copyright

Under 17 USC. 8§ 506(@) the initial dement of criminal copyright
infringamert is that a vadid copyright exists inthe work orworksin
guesion. While onits facethis dementmay apea the smplestto prove,
a rumberof issuexanadd codderalbe canplexty.

I1.B.1.a. Copyrightability

Copyrignt law protects alloriginal works of authorshifixed in any
tangible medium of expression....” 17 U.S.C. § 1@a) (emphasis ddl).

IL.B.1.a.i. Original Work Fixed in a Tangible Medium

The asibject matter of copyright is defined by two requirements,
originaity and fixationawork mistbeanoriginaj credive expressiorof
anidea or concept, and it mug be recorded in tangible form. Thus
copyright aw protects a novel oogmwritten onpape or typedin a
computer, asong remrdedin a studio or written on sheetmusic a
saulpture modeled in clay or bronzepr acomputerprogram on a EE's
hard disk.

For copyrightpurposes, “original” has twequirements.First, the
work rmust hae been indeperdtly createdytheauhor, as oppeedto
copied fromarother, previouswork. A work can be original even if it
closely reselbnbesanothemwork,“solong as th similaritys fortuitaus, not
the result otopying.” Feist v. Rural Telephone Co., 49 U.S.340, 34546
(citing Sheldon v. Metro-Goldwyn Pictures Corp., 81 F.2d 49,54 (2d Cr. 1986)
(noting that identical poems created by different poets ignorant of one
arotherwould both be original and copyrightale)). Inpradice the odds
agang anartist or autror or musi¢ancreatinganewwork idenicalto an
exstingone,without knowingof the edier wok, are remotk,ard in casse
involving suspicioudly-similar works, where the latersartiad aaess or
opportunity tolearn othe earlier worlgouts have founthe subsagnt
work infringing rather than orignd. See, e.9., Bright Tunes v. Harrisongs Music,
420 FSupp177(SD.N.Y. 19%®).Secaod,thework mustakoposses “a
lesst sane mhimaldegeeof credivity.” Feist,499 U.Sat 34. The araunt
of creativity rquiredfor originaliy isexremely low;a slight anount” of
“creativespark”isall that is neesary, ‘ho matter howcrude, huntle or
obvious” Id. (citing 1 Nimmer on Copyright 88§2.QL[A], [B] (1990)). What
gualfiesas “origind” for copyright purposesmay ot be caonsdered
“original” by, for examge, those asesing the items attigtic, literary, or
academic merit. Nor should “originality” be confused with “novelty,”
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which isthe touchstonef patentlaw, na copyright.SeeChapter VII of
this Manual.

A work must alsdbe “fixed” meaning itisrecorcedin sometangibé
medum by the adthor. So a song thas conposed onto sheet music or
recorcedto tapeisfixedandthuscopyrightabléqut a lve performane of
the songhatisnotrecorcedbytheperforme (or som@ne authorizely
the performer) would not be fixed, and thus not copyrightalle, dthough
the performane night stil enjoyprotectionunder other laws. See the
discissionof 18 U.SC.§ 23 9A in Section IF. of this Manal.

I1.B.1.a.ii. Short Phrases Are Not Copyrightable

Short single words, stigphrasesand familiar synbols anddesigs
cannot be copyrighted? 8.F.R8 2@.1(a) (204). They nay, howesr, be
trademarked anthusprotected underl8 USC. § 2320; e Chaper |
of this Manal.

II.B.1.a.iii. Expression of an Idea vs. Idea Itself

An impartantlimitation of copyrightis thatit protecsonly the credive
expressiorof an dea—but notthe dea itself17 U.S.C8 1@(b) (“In no
casedoes @pyright protecion ... exendto ary idea,procedureprocess
system, method of operation, corcept, piinciple, or dsavery ....");see also
Feist, 499 U.S at 314-45 (1991); Whelan Assoc. v. Jaslow Dental Lab., 797 F.2d
1222 (3d Cir. 198). Novel ideas, methods, and processegy enjoy
protecion underpatentor trade seret law,but arenot copyrightabk. See
Chapters|V and VII of this Manual. For example, considera rnew
technguefor madifying genesin acel, which is described in amagaine
article. Althoughthe article might be copyrightable—asan original
expresson of the author's deas bout this rew echmique—the technique
itseff would na. The techique migh however,be mtenabk.

IL.B.1.b. Copyrights vs. Registrations vs. Certificates

Thenotion of havingavdid copyright is easly confusedwith theissue
of whether the wak is registered with the Copyright Office, o with
possesion of avdid copyrightertificate issued by the Copyright Office.
Throuchout mich of U.Shistay, copyrighprotectionwas preitatedon
cetain formalrequirements, such asthe real to register published works
with the Copyright Office, deposdt copies with the Libraryof Corgres,
andmak copies of the work with a copyght notce. Hovewer, major
revisions tocopyright &w in tre 19%0s and 980snow protect a
copyrightabke wak regadlessof whether these formdities have been
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observed. See La Resolana Architects, PA v. Clay Realtors Angel Fire, 416 F.3d

1195, 11981205 (10th Cir200(). Fora work cratedon or after Janary
1, 1978, copyright subsists from the monent an orginal work of
authorship iscreated by “fix[ingit] in any tangible medium of expresson.”

17 U.SC. 8§ D2(a); see also id. 8 304a) Thatis, awork is copyrighted the
moment it is createdregirdess ofwhetherit has been registeredbears
a cyright notice.

A copyright ighe auhor's legal eritement to the extusive rights
grantedunder 17U.S.C. 8 106Neither a copyght regstraton nor a
registratiorcertificate is edqualent tcacopyright. Aegistratiorertificate
signifiesthe Copyright Office's decision to register the work, whichis a
limited adninistrative deisionthat theworkis copyrightablandthatthe
application is prgoer. See 17 US.C8 4@(a). That desion to register and
the certiftate of registration can, hawee havelegal sigficance at trial.
Se Setionsll.B.1.d.-eof this Chapter.

I1.B.1.c. New Procedure for “Preregistration”

The Family Entertanmert and Copyright Act of 2005 crated a ew
procedure knownas‘preregstration,” interded to address someproblems
with worksthatare grated eforetheir lawfulpublicaion or officialrelease
by the copyright owner. See Pub. L. No. 1099 §104,119 Sat 218,221-22
(Apr. 27, 208); 17 US.C.88404f) (setting forth bagc rules for
preredstraton),41Xa) (peregstratbn o registratiomecessgto instiute
infringementcton in mostcags) 37 CF.R. § 20216 Copyright Office
rules for preregistration); see also CopyrightOffice Reregstrationwebpage,
availablet htp://w ww.copyight.gov/prered. Preregstratbn is avilable
for certaintypes of work jugled by the CopyrighOffice to be especially
vulnerableto piracy beforether lawful releaseor publication. See 37 CE.R.
8§ 22.16 Theseinclude novies musical compositions and sound
recordngs,computer softwareand vicdo ganes literary works, and
“advertising and marketing photographs.” Id. A copyright owne can
preregster hese types of wksif theyare unpublshed but “being
prepaedfor commeraldigribution,” meanngthatthe copyright owne
hasareamalle exgctatonthatthework wil be canmerdaly distributed
to the public, and the work, if not finished hasa leat been commerced.
Id. § 2@.14b)(2).Upon submission of anapplicationand fee, he
CopyrightOffice will undertale a limited review of the work, and if
approvedit will preregsterthework andssue aertificate, meh as irthe
caseof copyright registration. Id. 8 2@.14c).

But preregistrationis ot a complete substitute for registratio
Although prereigtraton albws an “ation for infringement” to be
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“instituted’ under 17U.S.C. § 41a),preregstraton, wunlike registration,
involves only a csory reviewby the Copyright Office andonseqgantly
preregistration will not seve asprima facie evidence of the vaidity or
ownership of copyright37 CF.R.8 2@.1€c)(6),(7), (3. Se= Setions
[1.B.1.d.-eof this Chapter.

II.B.1.d. Whether Registration or Preregistration is
Required to Prosecute

Setion 411 of Title 17provides thatno action for infringeament of
the copyright bany United Staes work shall é insttuted until
preregstraton o registratiorof the copyrigt claim has been madin
acordance with ths title.” Becage either registratmoor the
“preraistraton” processsdisfies§ 4114) theterm “regstraton” is ugd
bebwto refe to both regstraton ard preregistraton, excet asotherwise
noted. Thederm“pre-regstraton,” including dyphenjs usedo refer to
everts occuring before regstraton. Alsg, § 411appliesonly to “United
Statesworks” meaningworks first published domegicdly, or works
creded by U.S. nationak or “habitualresdents.” See 17 U.SC. §8 101
411(a) Thus,regstration is mot requied for civil or criminal cags
involving foreign works.

The Departnent @ntendstha the regstration/p reregstratbn
requremer in 8 41l1apgdies ony to civil lawsuits, not criminal
prosections.Section411 refers aly o “actions,” agrmusedelsewhere
in the Copyright Act to refer to civil actions,not criminad prosecutions. See,
e.0.,, 17 U.S.C8 50 (using the terrftivil actiori in contrast tahe term
“criminal proceedngs’) anddoes not expicitly refer to criminal
prosecutions. Cf. United States v. Cleveland, 281 £ 249,253 (SD. Ala.12?2)
(holding statutory provision goverring“action” not applicalde o criminal
casebecausédaction” is ot ordinarily use to descibe criminal
prosecuton). But see United States v. Backer, 134 F.2d533 535-36 (2dCir.
13 (interpreting substantialidenica language inthe 19@ Copyright
Act torequireregistratioras a precorition to any actiofor infringement,
whether civil ocriminal lecaise“action” include both ciminal anctivil
adionsin othercontexs); 4 Nimmer on Copyright 81501 [A][2](citing Backer);
see also Mason v. United States, 1 F.2d279(7th Cir 1924) (non-copyright
case); Singleton v. United States, 290 F.130 @th Cir. 1923) (non-copyright
casé.

The criminal copyrightvisionsare silenbn the issue of registration
Setion507 of Title 17, which sts forththe statutes oirhitationfor both
criminal and civil cases, is entitled “Limitations on Actions,” although
§507a)refersto “Criminal Proceedngs” not “adions.”
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The Departnent'sposiionis supported by legisiaghistory and itta
from theSuprenme Cout. Although the Copyright Actisgislative histy
is rgdy slenton the questin, the Senat didicary Cammittee dserved
in 1988 that “registration is not a statutory premndition for criminal
enforcement of copyright.” S. Rp. No. 100-352 (1988), reprinted in 1988
U.SC.C.A.N. 3706, 3743 (emphasis alded).Althoughthis isdated
legelatve satementcamdong aftertheregstraion requiementwasfirst
imposedthelegslatve history agpeasto cortain no otherstatemens tat
arediredly cantrary. Instead, other legislaive satement ae at best
incondusive. Seg, e.9., 151 Gong.Rec S4001,494(ddly ed Jan 25 2005)
(statenent of Sen. Hatch) (statig that he Fanily Entetainment and
Copyright Act “vill create a preegstration sygemthat wil permit
criminal penaks and statory-danage awads [andl alsoprovide a tool
for law efflorcementofficiak’) Moreover,thatregstraionisnot requied
for criminal prosecuion seems b be the pogtion of at least some past
members of the Sypreme Caurt. See Sony Corp. of America v. Universal City
Studios, Inc., 464 U.S.417 493n.44 (184) (Blackmun, J. dissating on
other ground; Pavell,J.,Marshall,J, andRehngist, J.joining).

The Demrtments postion is dso sumorted by public policy.
Admittedy, requiring registration before a caait encournges authors to
regster their works. But thatincentive s dtenuded in criminal cags
beausegroscutons aebrough bythegovenmen, whichhasno power
to register works onbehalf of auhors. See 17 U.S.C. 88 1) 408.
Moreove, criminal copyrightnesecutions protect the public interest in
preveninginfringemen And infringemenof anurregstered cqoyrighted
work is infringement nonetheless See 17 US.C§ 4®@(a) (“[R]eiptraton is
notacondition of copyright protection.”);id. 8 501(“Anyore wto violates
any of theexclusiverights ofthe copyright owner .. is aninfringer of
copyright”);id. 8 5®&(a)(} (“Any person who wilfully infringes a copyright
shalbe pwished..”) (enphasis adled). Making regstratbn a pereqiisite
to criminal prosection could impde criminal posection for the publ
berefit due b a victimls dehy o negéctin comgdetinga mhisterial task
intended primarily to pramote adninigrative efficiency. Cf. Nadel & Sons
Toy Corp. v. William Shaland Corp., 657 F. Sypp. 133,136 (SD.N.Y. 187)
(“Regstration of a copyright is essentialy ministerial in nature ....")
(citation omitted); Douglas Y'Barbo, On Section 411 of the Copyright Code and
Determining the Proper Scope of a Copyright Registration, 34 San Die L. Rev.
343, 38 (197 (“The purpose of sectigtlLla)is essatially tofaciltate
judicialresolutiorof the ownershipssie ...").

Asapradicd mdter, however, theDepaitmert gereralyreommerds
that poosectorsintroduce certiftateof registratiomt trial. Certificates of
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registratiorare the simplest wayg provea copyright'vaidity and
ownership Even asuming registrationis not requred, withat it

proseautors will haveto provethes elemaents “from sratch” through

testimony andather evdence See SetionIl.B.1.e.of this Chapter.
Prosecutrs should therefore ersure, to the externt possible, thatany
copyrights onwhich a prosecutiois sought are ragtered or
“prerggisteretl before the prosecutios commerced. If registratn is

neeckd for perding litigatian, it can often be expédd for completion
within a week. See U.S.Capyright Office,Information Circular10,“Specal

Handling,” available at http://w ww.copyrighggovcircs/ circ10.html.

This & ot to say,however, that copyright registetions ae nealed
earlier thartrial. The goernment can obtai search warnds, grandjury
subpoengandeven indictments beforetihas cdificates of registration
in hand, ifonly because search warrants and grad jury procedings are
bagd m findingsof probabk case.

Although a laclof registréion (vhich mag be a me= oversight, oa
conscious choice to delayistrgiton untl awork sread for publication)
should not bar eriminalprosection, the circurnstancesurroundhg the
absence of registration may militate against the chdce to prosecute. A
copyright-hde'srefusal taregistehiscopyright eve when necessafor
trialmay indicate—er beinterpreted—asthe \ictim's intent to allow oéns
to copy the work. The Cqyiright Offices refusl to regster a wak may
indicate a wak claim of copyrightality or ownership.

If a cout requires regbstration as a prerequiste to a ciminal
prosection forinfringenent,anumberof otherquestionsarisewhich are
discussd bdow.

I1.B.1.d.i. Liability for Infringement Committed Prior to
Registration

If a court reqgires registratigone qeestionprosectors may fae is
whether crirmalchargs nay ke basedn infringenent comnitted prior
to registratin. While Title 17clearly adiws for civiinfringenent actions
(and reoveryof damages) basedn pre-registratiomfringenent,and
nothingin the gatute indicakesa catrary intentwith resgectto criminal
prosections,in the ony reported crifmal caseon point a district court
held thatacriminal copyright prosecuiton camot be bagd m pre-
registration infringement. See United States v. Gallo, 59 F. Sipp. 241, 246
n.1 (W.DN.Y. 1984)(holding, howevertha “[e]lvidence asto actvities
involving PENGO beforethe reggtraton date cold perhaps be relevant
to other maters, but not to show copyright infringement or wrongful
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digribution of PENGQ”). The Gallo cout assuradthat“there ca be o
infringenent” untilthe workin questiorhas been registere conclusion
that was dmost certainly wrong See Montogomery v. Noa, 1688 F.3d 128,
1288 (11th Cir.199) (noting that “after 197, copyright automtically
inheres n the wak atthemomentit is ceded without regard tavhether
it is ever registered”); 17 U.SC. § 3@ (188) (providing copyright
protectionat he time the work is creatgd7U.S.C. 88 41412 (providing
registrabn asprerequisite to initiation of lawsuit and ceaintypes of
damag9; 2 Nimmer on Copyright 8 7.16JA][1]; 4 Nimmer on Copyright
81501A][2], & 154 & n.24(charadelizing Gallo as “erroneosly assming
thatregstratonis a condion pre@dento oktainingcopyrightratherthan
to bringing an infringement acton”). Moreove, the Gallo court's uling
contrads sharply with well-settled civil precederd holding that an
infringement action may be based on canduct tha predates the victim's
copyright registratiosee, e.g., Chuck Blore & Don Richman Inc. v. 20/20
Advertising Inc., 674 F. Syp. 671 (D. Minn. 1987), 2 Nimmer on
Copyright 8 716[B][1][&], at7-153; Washingtonian Pub. Co. v. Pearson, 306 U.S.
30,39 (193).

GiventheGallo'scout'sconfusing sttenent thelack ofother relevant
criminal cag bw,ard thegeneal principle d apgying civil copyright law
in criminal copyright cases, thehauities cited abowe support the
Depatment'sposdtion tha even if a court requires registration asa
prereaqiisite tqprosection, defendantscanstill beheldcriminallyiable fo
pre-registratioacts of mfringement.

II.B.1.d.ii. Unpublished or Pre-Release Works

Infringenment before registratiooften invobes irfringenent before
lawful publication. Cf. Salinger v. Random House, Inc., 811 F.2d90 (2dCir.
1987) (biographerriclucedplaintff's unregstered andinpublished letters
in biography oplairtiff, after which |ainiff registerd letters and sa).
A typical case for prosecutarghtinvolvepre-releaspiracy, where the
defendant obtins and distriluteson the Internet a&opy of a new mae
before t hasbeenrelkeasd in theaters, or a rew vidleogame bforeit has
been Iggitimately distributed to thepublic. See, e.g., United States v. Gonzalez
(S.DN.Y. 2004 (criminalconvictionfor posthg advancecopyof movie
“The Hulk” on the Internet) (pressreleaseavalable at
http// www.usaj.govic riminal/cybercrime/gonzéezPlea.htm).

Although arunpublishedwork is progéctedby copyrighta phintif in
a civl case my not recover attorneys dem statutory dmages for “any
infringenent ofcopyrighin anunpwlishedwork cormencel before the
effective date of its registration.” 17 U.SC. § 412(1). Given that civil
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peratiesarelimited hn suchcags,acriminal deendam migh arguethat
criminal penaltgefor infringement of an unpublishedwork before
registratiorshould similafly be foredosed To dae,no court appears to
haveaddesseduch an argoent.

The preregstraton procedire avalable under the Family
Entertainnent and Copyright Act was dsignedto address the pacyof
cetain types of unpublished waskhut unfortunaely does not reb/e
whether registration or preegistration of unpublishedworksis a
prerequiste to criminal prosecuion for infringement of suchworks.
Newertheless, thereregstraton procedres provides a relativelyigkand
simple way for a copyright-holder in an unpublished work to satisfy 17
U.S.C. § 41(a). Therefore, psecuors handling a case involving
infringemenof unpublished andunregstered woiks siould consider
whether prerdgtratbn is an opbn.

I1.B.1.d.iii. Registration of Particular Versions of a Work

Shaild a cout hold that regstraton is a prerequiste to criminal
prosection, the glestionmight arse whethrthe registratiomf one
versionof a work satisfie§ 411 if the nfringanent nvolveda different,
unredstered eifion of the work. For nstance, amputer software is
frequently revisedand republishedin newvesions, someregstered, some
not. If the victim reyisteredversion 10 but not version 15, canthe
gowernment stil pursweacriminalcasdor infringenentof version1.5? @,
if the circumdarces aereversedand thevictim regsteredversion 15 but
not 10, canaca be brough for infringemen of version 1.0?

Although there is no eported cririmal caselaw onthe ssie, civil
autlority sugges thatregsteringa diferent veision of a wak will often
satisfy § 411. This is espsally truef alater version wasregstered but
ealier versions had not, which issomeimesreferedto as a*“badkward-
looking” regstration. In those casesours genaly have &wed a cas
to proceed based on infringement of the earlier (though unregstered
version. See Murray Hill Publ'nsv. ABC Comme'ns, 264 F3d622,650 Gth Cir.
2001); Streetwise Maps v. VanDam, Inc., 159 F.3d739 747 (2dCir.19%B).

On the other hard, if an edy wversion had been regstered but
subsequent versionswete rot (“f orward-looking” regstraton), courtshave
been lessomsistentbout whether taallow clairs forinfringenent of the
late, unregistered versions Compare Montgomery v. Noga, 163 F3d 128,
1292-93 & n.17 (11th Cir. 1999); Liu v. Price Waterhouse LLP, 18 F. Supp.
2d666 675(N.D. I1l. 20QL) (“No regstration isneesary for adeivaive
work, so lomy asthe underlying origind work is ragistered”); Central Point
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Software, Inc. v. Nugent, 98 F. Sipp. 1367,1060& n.5 E.D. Tex 195)
(dlowinginfringemenclaim whereplaintiffs regstered cqoyrights nealier
vergons d sdtware ard defedans @pied subequenversons deived
from registered works), and Video Pipeline v. Buena Vista Home Entertainment,
275 FSupp2d 543556 D.N.J.2003)holding caurt had prrisdiction over
infringemert counterclaimwhere infringanert of urregstered deivdive
work also infngedelemat of original,registerd work) with Johnson v.
Gordon, 409 F3d 12,20 (stCir. 2005 (halding claims ased o “new
elenents” present ifater,unregstered;long version” of songcoud not
proceed); Well-Made Toy Mfg. Corp. v. Goffa, 354 F.3d 112 (2d Cir. 2003)
(holding reyistration for ealier, 20" version of doll did not grant
jurisdictionfor clam of infringenent oflater,48’ version)

If there is aonsistentule for “forwad-looking” regstraton cases, it
appears to be #t courts willikely allev an action foinfringanent ofa
later,unregstered wrk that hcorporates signifant portbns ofan earlier,
registerd work if the sara entity avns bothcopyrights anche déendant
infringedelemats hat were presein the old regstered ersion as well
as the newer one See 2 Nimmer on Copyright 8 7.16[B][2]; see also Montgomery,
168F.2dat1292.

IL.B.1.e. Proof of Copyright at Trial

At trial, the government typicdly proves the exsterce of a vaid
copyright by introducing a ertificate of registration. The cetificate's
probatve value depeis onwheterthework was regteral eatier orlater
than five years after the work svpublshed A cetificate of regisétion
“made before or witin five years after fist publcation & the work shall
constitute prima facie evidence of the validity of the copyright.” 17
U.SC. § 40(c) (amphasisadded); see also United Statesv. Taxe, 540 F.2d 961,
966 (9th Cir. 1976); United States v. Moore, 604 F.2d1228B, 1234 (9th Cir
1979).Once the certificate oégistrations ntroduedbythe govenment
andacceted asauhenttc by thecout, the burde shfts tothe defendnt
to prove hatthecopyrightis rotvaid or thattheregstration wasobtaned
fraudulently, see, e.g., Autoskill, Inc. v. National Educ. Support Sys., Inc., 9%
F.2d 147, 1487 (10t Cir. 1998), afte which the prosagor mayrehut
with evidencestowing thatthe cetificake s g@uine,theregstration was
properly oltained,or othemwise ttatthecopyrightis vdid. If thework was
registered more thanfive yees atter its first pubdicaton, the cetificag's
probaive vdue is let to the cout's disaetion. See 17 US.C.§8 410(c);
Religious Tech. Ctr. v. Netcom On-Line Comm. Servs., Inc., 923F. Supp1231,
1241 (N.D. Cd. 195); Koontz v. Jaffarian, 617F. Siypp. 1108,1111-12(E.D.
Va 1985), aff'd, 787 F.2d906(4th Cir 1986).
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Certificates of registratiorshould be obtained from the victim. The
Copyright Officehasan online databas of cettificaions and canprovide
certified copies. See http://w ww.copyrighggovre cords/; U.S. Copyright
Office, Iformaion Circular No. 6, “©tainhg Acessto and Copies 6
Copyright Office Records and Deposits,” available at
http// www.copyright.gowircs/circ6.html. But copyrightmers nay be
able torespondfaster, since they should have retainether registration
certificates in the ordinary course of thdr business

Although poducinga copyright certifate is theneferredmehod of
proving valdity ard owrerdip of a vaid copyright, it is nd the anly way
to do sa Thepaties @n sipulate to the copyrights vdidity. E.g., United
States v. Sherman, 576 F2d 292 2% (L0t Cir. 1978) Courts may ado take
judicia noticeof a work's @pyright registration. Island Software and Computer
Service, Inc. v. Microsoft Corp., 413 F.3d 257, 261 (2d Cir. 25). See also United
States v. Hux, 940 F.2d314 318 (8th Cir. 291) (alleving intoduction of
copyright cetificates the morning of trial, but noting other evidence
previoudy given to defengemovidedanple basisor plairtiff to estabsh,
and defendant to chdlenge, exstence of copyright), overruled on other grounds
by United States v. Davis, 978 F.2d 415 (8h Cir. 1992); La Resolana Architects,
PA v. Clay Realtors Angel Fire, 416 F.3d 1195, 1208 (10th Cir. 2005); see also
United States v. Backer, 134 F.2d533 535-3 (2dCir. 1943) (allaving civil
proceethg whereCopyright Gfice hal providal plaintff with certifcate
due to error; technicakeguarities in theregistration processiould not
invalidate an otherwise proper registati-or instance, the govermmt
coud introduce egimony recarding the copyright owners creation and
fixationof the work,evidencethatthe work is originaland thattiwas not
a wak for hire created or saneore ete.

IL.B.1.f. Copyright Notice

Prosectors should confrm thatthe copyrightri any work dichot
lap® for failureto includea copyright notice wha the work was first
published. The effeot publishinga copyrightedork without a copyright
notice depndson whether the work was first published before or atter
March 1, 198. Forworkspublshedon or after Mach 1, 198, their
publicaion without a copyright ndice is of nomoment. See Berne
Convention Implementaton Act of 1988(“BCIA”), Pub. L. No. 100-568
102 Sat. 2853 (enated October 31, 1988). For works published before
March1, 1989 however,initial publication without a copyright notice
woud haveextinguishether copyright and consignélgem to tle public
domain. See 17 U.S.C. 810, 19¢t seq. (1909 Act); 17 U.SC. §4B@)2)
(1976 Act). Theirloss & copyrightprotectionwouldpersisto the present
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day,andthusprecludecriminal proscuton for their infringementoday.
See 2 Nimmer on Copyright 88 7.02[C][1}[3], & 7-16to 7-17.

As roted n the following Secion, capyright notice s aninfringed
work may le uséul in provinga deéndati's wllfulnes.

II.B.2. The Defendant Acted “Willfully”
II.B.2.a. Legal Standard

To establishcriminal mtent, the governmnt must prove that the
defendant nfringed the copyrighwillfully. See 17 U.SC. §504a) (“Any
person whaillfully infringes a copyright sha# punished.”) (enphasis
addead). “[E]videnceof reprodudion or distribution of a @pyrightedwork,
by itself, shall not be sificient toedalish willful infringemert.” 17
U.SC.85064)2). This wa ntendedo requie proof of morethangererd
intent and to ensure thdor instance, “ardicator whon good faith
belevesthat he a she 5 engagngin a fair use of copyrighted mateal
coud notbe proseaedunder the Hi.” 143 Cong. Re26,42021(199).

The Syrenme Cout hasrecogiizedthat“willful ...isa wordof many
meanings its construdion often keing influenced by its context.” Spies v.
United States, 317U.S.492 497(1943)This wasefleced n Corgresional
delate over the NET Act amendments tothe Copyright ActSenator
Hatch, theChairnan ofthe ®&nateJudciary Committee, adocaedthatin
copyrightcrimes “Willful' oughtto mearthe intentto violate a knavnlegal
duty,” 143 Cong. Re®@6,420(19%), becase a lowemens rea could cause
“thenet’ of criminal sarctions “[to] be cast too widdy.” Id. Semtor Hatch
cited sevealcagsin whichthe SupemeCout hadcorstrued “wllfulnes”
in this fasion whenthe sibgantive law was complex, suchasCheek v.
United States, 498 US.192(1991)in whichthe Cout hed thatthegeneal
principle hat “ignorance of the or a nstake of law is 0 defase to
criminal prosecuipn,” mustyield giventhe compéxiy of fedeal criminal
tax stattes. Inother words, ta dédendant'sgoodfaith misuncerstanehg
of the legal diies mposedon him by the tax laws wouttegate a finding
of willfulness Id. at 199Thisreasoning has been apglh other contexts
as well. E.g., Ratzlaf v. United States, 510 U.S.135 (194) (failure toreport
cash transéions n excses of $1M0Q.

A lowe standad for “willfulnes” was advancelly Repesnfatves
Goodlate am Cdble,whointroduced ad spnsaedthe Ll inthe Houg.
They rejetedthe rotion that defadant must be familiawith the copyright
codeandwha corstitutesinfringemen Raherthanrequie “knowledge”
of a bl duy notto infringe they inerpretedwillfulness to regjre only
thatadeferdanthave “eeckessdisregad” for copyrights:
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The Governnent shoulchot berequiredto prove that tk déendant

wasfamiliar withthe criminal copyright statute orviolated it
intenionaly. Particularly in caseof clearinfringemen the wilfulnes

standad should be satisfied if there $ adguate proofthat the

defendant actedvith recklessidregardf the rghts of he copyright
holder.In suchcircumsanes,a proclaimed igorance of the law

should not dlow the infringer to esape corviction.

143 Cong. Re@4,325(199).

Aside from clarifying that evideaaf infringament, byitself,does not
prove willfulness see supra, Congress hasleft the term's dfinition to the
courts. See 143 Cong. Rec. 26,22ramarks of Sen. Leahy) (“This
clarificatio does nothang@ the current interpretati of theword ‘willful'
as dedoped by cadawandasappledby[theD epartnent ofJustice], nor
does it changehe definiton of ‘willful' as i is usé elsewere inthe
Copyright Act.”); H.R. R@. No. 102-997, at 4-5, reprinted in 192
U.SCCA.N. 35693572-73discusson of Copyright Felony Act Pub.L.
No.102-561, 106 Sat.4233(199)).

Most courts thahaveinterpreed “willfulness” incriminal copyright
cass haveadoptedthe more stringent stardard advocaed by Sentor
Hatch: theintentiond violation of a known legal duty. See 4 Nimmer on
Copyright 8 15.01[A][2], at156 to 15-7; United States v. Cross, 816F.2d 297,
300-0X7th Cir. 1987) éppovingwithout commentajuryingruction that
an act is wiul when i is conmitted “voluntarily, wit knowledge that i
wasprohbited by law,andwith the purpose of viating thedw, anchot
by migake,acédentor in good fath,” and affrming conviction because
the record mply demonstrated that the defendant “knowingly and
voluntarily violated thecopyright laws”); United States v. Moran, 757 F. Supp.
1046,1049(D. Neb. 1991) (holding that willful infringemehmeansa
“voluntaly, intertional violation of aknown lecal duty™) (quaing Cheek
v. United States, 498 U.S 192, 2@ (1991));see also United States v. Sherman, 576
F.2d B2 297 (1Qh Cir. 1978) (uphoding jury's erdict becaisejury
“apparently either dishelieved the genuinenes d this @mntract[which
defendants claimelbad licensetther condict],orbelievedhat defenents
werenotinnocent olknowledjethatthe tapes providedere copies from
the original attists recrds’, ard noting that “willfulnes’ required prod
of specfic intent, but without claifyingwheher that requied goof that
the deéndamsknew her corductwasunlawful or merey krowledge that
they were sdling codes). Cf. United States v. Heilman, 614 F2d 1133, 1138
(7th Cir. 198) (lolding tha the government had proved willfulnes
becausethe defendant “chose to pesistin corduct which he knew had'a
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highlikeihood o benghel byacout of canpeentjurisdiction to bea
violation of a criminal statute') (quoting trealurt).

A minority of courtsin criminal copyrighttase haveapparently
applied “willfulness' to se a lower bar for prosecution. United States v.
Backer, 134 F2d 533,53 (2d Cir. 1H3) isfrequently cited agpplying th
lowe standad, thatof merey having the irtent to cary out theactivities
of infringemenwithout knowledge hattheycondituted hfringemen In
that ca®, the defendant had arranged for a manuécurerto dupicae a
copyrighted figurine asclosely aspossble without, in thedefendant's
words, “copyright trouble” 1d. at 535 The Seond Circit found the
evidencesufficient o supporwillful infringenent, notihgtherecoud not
“be anyfairdoubt that the appkintddiberately hathecopies mdeand
deliberatelysold them for profit.” Id. Some commentators have
characterized Backer asrepresenting a drcuit split. E.g., 4 Nimmer on
Copyright § 15.01[A][2] a 15-6; MaryJare Sauders Criminal Copyright
Infringement and the Copyright Felony Act, 71Denv.U.L. Rev 671, 68 (1D4);
Sylvia N. Albertt al., Intellectual Property Crimes, 42 Am. Crim. L. Rev. 631,
656-57 (2M5).

It isnot clear, howevegthatBacker represeits acircuit sdit. The cae
canakobe read as haing thedefendant's menion of “copyrighttrouble”
to be sufficientevidence d his krowledge 6a kgaldutynot to infringe.
Moreove, more recent civil copyrighaseswygestthat he Seand Circlit
interprets wifulness to reqgue either actulaknowled@g that he
infringemetviolated helaw,or pethaps“constructive krowledge” sbwn
by recklessdisregard for whether the conduct violated copyright. Twin
Peaks Prods., Inc. v. Publ'ns Int'l, Ltd., 996 F.2d 1365, 1382 (2d Cir. 193)
(holding standad for willfulnes to be “whether the deéndan had
knowledyethatitscondict representeidifringenent orperhaps red&ssly
disregarded the possihility”); Fitzgerald Publ'g Co. v. Baylor Publ'g Co., 807
F.2d 1110, 1115 (2d Cir. 1B6) (sane); Lydia Pdlas Laren, Digitization,
Commodification, Criminalization: The Evolution of Criminal Copyright Infringement
and The Importance of the Willfulness Requirement, 77 Wash. U. L.Q. 835, 879
(199) (arguing that theecondCirclit is atuallynot indisageenent with
other circuits)Thisapproach is corstent tle Seenth Circut's ruling in
United States v. Heilman, a aiminal copyright case holding théduet
gowernmrent provednillfulness beaisethe defadant “chose tgersistn
condwct which he knew haal hgh lkdihood of keing héd by a court of
competentjurisdiction to beaviolation of a ciminal statute” 614 F2d at
1138 (citation andinternal quotation marks omitted); see also 2 Pau
Goldstein, Copyright 8§ 114.1,at 11:51-11:52(2d ed. Supp. 1999) (stating
thatthe governmert mug “prove that the defenant knew that hiacts
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constituted copyright infringemert or, & least, knewthatthere was ahigh
probabiity that hs acts constited copyrightnfringement.”).

The nmajority rule incriminal copyright cases fonigher standardf
willfulness is alsmonsistentvith civil copyrightass, which kewise hold
thatwillfulnes isnotjustan iritent to copy, but ratheranintentto infringe.
4 Nimmer on Copyright § 14.04[B][3][al; e.g., Twin Peaks Prods., Inc., 9% F.2d
at 1382; Danjaq, L.L.C. v. Sony Corp., 263 F.3d942 959 (9th Cir.20QL);
RSO Records, Inc. v. Peri, 596 F. Supp. 8485 (S.DN.Y. 198) (hoting, in
civil acton, that deferdants eatier guity pleato two couwnts of criminal
copyright infringament sufficed to show he knew similar conductwas
unlawfu). Theissuearisedn civil casewhen plaintiffsatemptto recover
increased statutory damages which are awailable only for willful
infringemen 17 USC. § 504¢). Congres$s ue of theterm “willfulnes”
in closely preimate sections504 and5060f the Copyright Act suggts
that theterm sould be intempreted similaly in both criminal and avil
cass.

Given that willfulnes requies an intent to infringe, or at least
constructive knowledge of infringenent pls a rekless regardf the
victim's rightsa finding of willfulness my be precluet if the defendnt
actedwith a goodfaith beliefthat he wasnot infringing.See Setion
I1.B.2.b.of this Chapter.

I1.B.2.b. Proof at Trial

“Willfulnes b rardy provabk by diectevidenceard mostoftencan
be proven only by infererce from the evidenceintroduced” United States
v. Sherman, 576 F2dat297. Certain types efidencen criminal copyght
cases have bean found patticularly rdevant to determine the defendant's
intent:

* The defendant's acknowledgment that his or her conduct
was improper. See United States v. Manzer, 69F.3d 222 227-28 (8th
Cir. 1995)(defendam's aimis$on in a published nterview hat
sellhg or givingwaycopyrighteccomputerchips wa illegal, and
sdtware progam and padkaging borecopyright natice); United
States v. Drebin, 557 F. A4 1316, 124 (%h Cir. 1977) (defendant's
warnng cusbmes of FBI invesigaton andremmmendilg tha
customers “realy be @reful”); United States v. Hux, 940F.2d 314
319 gth Cir. 1991 )(defendant’'s admission to FBI that he krew
modifying copyrighted descrambler chipswasinfringenent),
overruled on other grounds by United States v. Davis, 978 F.2d415(8th
Cir. 1992); United States v. Taxe, 540 F.2d961, 968-69 (9th Cir.
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1976) (defendnt'ssolcitationof attorney tdie about legality of
tapes).

Actual notice to the defendant that his own conduct was
illegal. See United States v. Cross, 816F.2d 29, 3®-01 (7th Cir.
1987) (defendnt'ssaleof piratedvideotapesfter FBI agents told
him that seilhg and renting unthorizedtapes was dtal).

Notice to the defendant that another person's similar
conduct constituted infringement. See United States v. Heilman,
614 F2d 11331138 (M Cir. 1980)defendam's awarenessthat
govenment was prosecuting individualsengagedrn conduct
similarto his own and thatcondud hadbeen ruledillecal by four
federal and three state cts).

The defendant's past manufacture and distribution of pirated
works. See United States v. Whetzel, 589 F.2d 707, 712 (D.C.Cir.
1978), abrogated on other grounds, Dowling v. United States, 473 U.S.207
(1B5).

The defendant's statement to Postal Setvice employee that
others were selling illegal DVDs in the area. United States v.
Draper, No. 705 CR0004,2005 W. 2746665at*2 (W.D. Va.
2005).

The defendant's frivolous or bad-faith claim of compliance
with copyright laws, which demonstrates a knowledge of
copyright laws. Cf. United States v. Gardner, 860 F.2d131,136
(7th Cir.198) (holding that when seller of “black boxes” for
receving wauthorized cable TV geae buyersa “Notice of
Warning” that disdaimed liability for illegal uses, it was
“establish[ed] that he was well aware thatddtionsvere
unlawul”).

Convesely, dier factors mabe releant to finding an absenas
“‘willfulnes’:

Evidence of the defendant's good-faith belief that his
conduct was lawful, coupled with rational attempts to comply
with the copyright law as supposedly understood by the
defendant. Compare United States v. Moran, 757F. Sipp. 1046,
1051-53 (D. Nell991)ocourt in berchtrialfindingpolice dficer
who operated a “maon-ard-pop’ videorena bushes rot guity,
becaisehe maeé single cops oflawfully purchasd videos and
rentedthe copés onlyd prevent vanddism of originaltapesand
becaisehis ativitieswere “conduded in such away as not to
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maximze pofits, which ane assmes would havesbnhis purpose

if he had aedwillfully”) with United States v. Sherman, 576F.2d292
297 (1&h Cir. 199) (affirming onvictionof déerdants who
claimed a god-aith belief that pirated apes theymanufactured
and soldwere “sourd-alikes; andthus nminfringing). See also
Danjaq, L.L.C. v. Sony Corp., 263 F.3d 942, 959 (9th Cir. 200])
(stating that one who hasbeen notified that his cnduct
corstitutes copyright infringement, but who reasonably and in
good faith believes the contrary, has not acted willfully)(citing 4
Nimmer on Copyright 8 1404).

* Acting pursuant to legal counsel, even if the advice was
erroneous, if the defendant disclosed all relevant
circumstances to his attorney and followed the attorney's
advice in good faith. See 4 Nimmer on Copyright 8§ 1404[B][3][a];
David M. Nissman, Proving Federal Crimes 88 2707-.0§Corpus Juris
Publishng 2@4).

Possil@ alternative chaggthat reqire lower mes rea standas are
discissedn Setion Il.F. of this Chapter.

I1.B.3. Infringement of the Copyright

The nex elament is tha the defendant infringed a @pyright. See 17
U.S.C. §506(a).“Infringement” refers to the&iolaticn of one ormore of
the exclusve rightsgranted to a copyright ownera 17U.SC. § 106.
Infringenent B implcitly defined in 17 U.S.8 50.(a):

Anyonewhoviolatesanyof theexclusiverights d the cyrightowne
as providd by [17U.S.C. 88 83122 or of the author as providéy
[17 U.SC. 8 106A], or who imports copiesor phonorecrdsinto the
United States in viationof [17 U.S.C. § 6Qgis aninfringer of the
copyright.

Consegently, nfringanent mg includemorethan viohtion of the
rights enuraratedin 8 1® (andalsoincludeviolatiors of the rghts to
exclude imports undr § 6@, orthe rightof catain athorsto atribution
andintegrity déned in§ 1®BA), andat he sare time, my not extento
all violatons of therightsin 8 106(be@uwse therights enumeatedin §106
are “subject to [the limitations of] §§107through 1227). See § 1®. For
purposes of criminal enfornent,the relevant types offiingement are
those enumratedn 8§ 1®. (An author'sights b attrbutionandintegrity
under 8 106A(a) ar not enforceable crimindly. See 18 U.SC. § B6(f).)
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Secion 106 ¢ Title 17 sts aut the cyrightowne's exclusie ight.
Thes rights consist of therights “to do and to authoriz€’ the following:

» torepoduce awork in copiesor phonorecrds 8§ 106(1)
* to preparedeaivaiveworks 8 106(2)

» to distibute cgiesor phonorewmrds d the wak to the public,
§1043)

» to performthe work pubtily (for certain types of work$),L®B(4),
(6)
* todisplayawork publicly (for cettain typesof works), 8 106(5)

Setions 10 through 122 limit theserights, tle most notable
limitations bemg, forcriminal enforceent purposeshée public rightto
fair usethefirst saé dactrine limitatons anrenta of sadtwareard muscal
saund recadings ard excefions for ingaling andbackng up sdtware
allof whichare dscusedin detal in Setion II.C. ofthis Chapter.

Felony penaltes apply oglto nfringement ofthe reprodation or
distribution rights. See 17 USC. § 5064) Specificaly, felony pendties
apply ony if the infringementinvolved either “reproduction and
digribution” of a minimum number and vdue of works, see 17 USC.
8§ 506a)1)(A) (numbered § 506(a)1) before the Apr. 27, 2005
amendmerst) and 18U.SC. § 2319b)(1); 17 U.SC. § 506(a)(1)(B)
(numbered 8 506(a)(2) before the Apr. 27, 2005 amendments) and 18
U.S.C. 8§ Z3(c)(1)or if theinfringenent nvolved‘distributionof a work
being preparetbr conmercal distrilution;” by making t available oma
publicly-acessblecomputer nework. See 17 USC.8 5064) 1) C)(enated
Apr. 272005),18U.S.C. § Z1(d)(1). SeBetion II.B.4.c. 6this Chapter.

Misdemeanor penales apply tanfringenent by reproduwon or
distributionthatmeet a lower nuenic and monetary threshold-ene or
more copiesof one a more copyrightedworks, having atotal retai vdue
of more than $1,000. See 17 US.C8§ 5@(a)()(B),18 US.C§ 239c)(3).
Misdeneanor penakisalso cover willful infringenment ofany of the
exclusiverights unér § D6, if committed for commercial adantageor
private financiagjan. Seel7U.S.C8506(a)()(A),18U.S.C8 239(b)(3),
andthe discussion i&etion 11.B.4. ofthis Chapter.

Criminalprosections mainly faus onreprodwtionanddistritution,
beawse these are ganeraly the most saiousinfringanerts ard theyincur
the most gynificant penalties. Th$ isnot to sayhowe\er, hat the
Departnent wouldnot or coud notinvestigate angrosecue copyright
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misdemeancs for aprofit-motivatel pullic performance publc dsgday,
or deivaive work.

I1.B.3.a. Infringement by Reproduction or Distribution

Felony penalts are videl for willful infringenent comnitted “by
the reproduction or digribution” of ten or more cqies(or phonorecads)
of one or more copyrighted works, witha totalretailvdue of $2,50 or
more.There aractwallytwo separte combinatonsof statutory provisions
that povidefelory penalties fothis type ottondict.

Infringemenhcommtted wth or without the purmposeof canmerdal
advanageor privatefinarcialgan canfall underl7U.SC. § 5064)1)XB)
(numbered§ 5064)2) before the Apr. 27,2005%amerdments), if thewillful
infringerment wascommitted “by thereprodiwction or distribution,
including byeledronic means, during ary 180day period, ol or more
copesor phonoremrds d 1 o more copyrighted waks, which havea
total retai vabe d morethan$1000. For these offenses 18 USC.
§ 239(c)(1) provide felony penalties “if the offense consists tife
reprodiwctionor distributionof 10 or more copies gphonorecordf 1 or
more copyighted works, which awe a totaketailvadue of $2,50 or
more.” The statutory axmum penaltys 3 years imprisonment, 6 for
repeat offenders. See § 239c).

Infringemehcommtitedfor commeraladvanage oprivatefinarcial
gan can abko fal under 17 US.C8 5@(a)()(A) (rumbereds§ 5®(a)()
before the Apr. 27,2005 amedmaents), which is afelony if the dfen®
“consistsof the reproduation or distribution,includng by electroui
meansduringany180-dayetiod, of atleastlO c@iesor phonorecads,
of 1 ormore copyrighted evks, which hawe a totatetailvdue of more
than$2500.718U.SC. 82319(h(1) The datutory maxmum pendty is 5
yeas'impriscnmen, 10 or repat offendes.

Thereis asightvaratonin languagbetveenthe two provisions tat
setforth a$2500 febny threstold: 18U.SC. § 2319(41) requiesatota
retai vale d “$2 5000r more; whereas § 234(b)(1) requies“more than
$2500Q" It is unclear whether thisriation was irgntional

In addtion to the felony pendtiesdiscussd in the prior paragras
thereareako felony perakiesin 17 USC. 8§ 5064)1)C) (eradedApr. 27,
2005) or distribution over a canpute network accssble by the pulic.
See Setionll.B.3.b.of this Chapter.

The repioducton ard didribution rights ae setforth in 17 USC.
8 1®(1) (exclusiveight “to reprodice tecopyrightedvork n copies or
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phonorecord”) and8 1®(3 (exclusiveight “to distribute copies or
phonorecads ofthe copyrighted wak to the public by sale a other
transfer of wnershippr by ental lease, orehdng”).

* Definition of Copies and Phonorecords

The erm “cies”is dtenused o refer geneicaly to any mateial
object in which a copyrighted work hasbeen fixed. However, the
Copyright Act reseesthe term*copies”only for works other tan sound
reoordings.“Copies” are defined as “material objects, other than
phonorecads,in whichawork isfixedbyanymethod now known or later
devedoped, and from which the work damperceied reprodiwced or
otherwise comunicate, eithe directly or with he aid of a médine o
device.” 7 U.S.C§101.“Phonorecordare what we thk of as cops of
saund recadings ard ae defned as " material objecs n which saunds,
other than those accompanying a motion picture orother audiosisual
work, are fixedy any meéhod now known orater dedoped, and from
which the soundscanbe perceived, reproduced,or otherwise
commuricaed etherdirealy or with the aid of amachine or device™ Id.
Thus examplesof a*“phonorecrd” would incudean audio tape or CD,
or an MP3file. Examples of“copies” would indude abodk, a panting, a
piece of sheet rsic,or a sculpture. A software prograndisc orin a file
on aconputer, oramovie on DVD or videotape wauld al® be“copies,”
ewventhoughthes objeds might dso includean audio sound trad.

Somewhtconfusingly,the erms “c@y” and“phonorecad” canalo
refer to the original objectin which the cyrighted wok wasfixed,such
asahardwrittenmanuscript, or originalgudio tapesfor asound rerding.

* “Stealing”

Infringemat is oftenreferedto as aform of theft. For example, 18
U.SC.§ 2319s bcded in a claptrof thecriminalcodeenitled,“Stolen
Property.” Yetinfringanert is distinct from common-law theft, and
requiresno showinghat thedefendant “stole” or aeprivedanother prson
of aphystalcopy of awork. Makirg additonal copgesof a book movie,
or other wok may cadgitute nfringemet evenif the deéndamnobtained
his original souce for additional copies lawflyl. Likewise, dthough
publicly distributing copiesthat were golenfrom the copyright owner
could constitute infringemet it is ot alvaysne@ssaryto show that
copies werestolen” n order toshow infinging distbution.
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I1.B.3.a.i. Reproduction

Reprodudion encompasesawide array of condud, rarging from a
novdist's plagarizing substantigbrtions ofsonmeone else's b& or a
musician's sampling sevemtlesfrom a previously-recded song, to
using a coiputer to rp an aui trackinto MP3format or maig a bi-
for-bit copy of a movie on DVD. In most criminal cases, fiinging
reproducton invavesthe producton of exactor nealy-exact duplcats
throughdigital mears, as with computer programsand movieson DVD.
Copying neel not be so blatart or literal to qdify asinfringemert, but
criminal casemarely inolve defendants who have copied on} a small
portion of a copyrightedwork. Disputesover whether one song sounds
too dike another, or whether a movie screenplay copies dialagor
chaadersfrom aneatiersceerplay.ar geerdly bestleftto civil lawsuis.
Neverhekss ome cagsof lessthanwholesat, vetbaim copying of an
entire work ma desene criminal prosecution.

* Proof of Infringement by Reproduction

The kestevdenceof infringemetby repioducton is dred evdence
that the deferdantcaopied the victim's work, including for exampé)
eyewitness testimny,or even corputer logs indicating ehcopying of
particular discsor files Typicdly, crimnal copyright cageswill involve
conplete,verbatim copying of many copyrightedrks, and effendants
are gaerally unkey to challenge thiissue credbly. Infact, defadants
often even agkrtise or otherwise mark the infringing copies as being
copies However, when the copies aleged to be infringing are not
esertialy identicd to the original vork, praseators may neal to prove
infringenent n greater epth.

Directevdenceof copying is best, butcircumsanial evdencemay
suffice The circunstantiatest iswhethen(1) thedefendant had amesgo
the copyighted work and (2) that defeadt'swork is “sipstantidly” or
“probatively” similarto the copyrighted material. See Taylor Corp. v. Four
Seasons Greetings, LLC, 4 F.3d 958 (8th Cir. 2005); Dam Things from
Denmark v. Russ Berrie & Co., 290 F.3d 548, 562 (3d Cir. 2002); Kepner-Tregoe,
Inc. v. Leadership Software, Inc., 12 F.3d 527 532 (5th Cir1991).

The test of“substantial” or “probative similarity” is whether,
considering themo works as a whole, including both the copyrightable
elements and the uncopyrightable ones uchasbast ideas opubic-
domainexpressionghat are noeligible forcopyright)a reasonable person
woud conclu@ that hedefendanthadactwallycopied he work fromthe
origind. See Positive Black Talk Inc. v. Cash Money Records, Inc., 3% F.3d 357,
370 n.9(5th Cir. 2004); McCulloch v. Albert E. Price, Inc., 823 F2d 316 318-
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19 (%th Cir. 1987), disagreed with on other grounds, Fogerty v. Fantasy, Inc., 510

U.S 517 (1994); Atari, Inc. v. North American Philips Consumer Elec. Corp., 6 72

F.2d 607,614 {{th Cir. 1982). This standad focuseson the waks

similartiesrather thantheir differences. Thus, “[i]t is enoughthat

sulstanial parts [of a copyrighted work] were lifted; no plagiarist can
excusethe wrong by siowing how much of hiswork he dd not pirate.”

United States v. O'Reilly, 794 F.2d613 615 (1%h Cir. 1986) (affrming

convictian for infringement of copyright in video games where
appoximately 70% of defendan's wdewasidenicalto copyrighted

origina) (quaing Sheldon v. Metro-Goldwyn Pictures Corp., 81F.2d 49,56 (2d

Cir.1936) (L.Hand, J)).

Note thatthis tests degynedto determine whethetopying occurred,
not ne@salily whether that copying constituted infringement. If the court
deteminesthat acual copying hasoccuried,only thendoes it as®ss
whether lhe copyingwassubstatial enough to constitute infringement.
Unfortunately, manycaourts also refer to thistest as me of “substanial
similarity,” which can lead to canfusion. See, e.g., Sid & Marty Krofft Television
Prods., Inc. v. McDonald's Corp., 5& F.2d 1157, 1164-65 (Sth Cir. 1977)
(referring tahe test bwhether opying ocarred as an “gtrinsic” test of
substatia similarity, while calling the test of whether infringement
ocaurred,i.e, whethercapyrightabke eemens wee coped,an“intringc”
test of sulstanial simlariy). To avad this @mnfusion, manycaurts prefer
to use the tem “probative’ similaiitiesto show “actud copyng,” and
“substartialamilarity” to show “actionaldecopying.” See Positive Black Talk
Inc. v. Cash Mongy Records, Inc., 334 F.3d 357, 370 (5th Cir. 2004); Dam Things
from Denmark, 290F.3dat5& & n. 19

If the copyrgjhted work andthe defendint'swork are“strikingly
similar; thefirst eementof acces maype assmed wihout proof (a least
in civil copyrght casg),espeially when the copyrightedork waswidely
available. See, e.g., Playboy Enters. v. Frena, 83 F Spp. 152,156 (M.D.
Fla. 193) (holding proof of acces unneesaty when dderndant made
“essentiall ex&t” copies of copyghted photos that appeaed in
nationdly-circulatednagazine).

In pradice thegovenmen demongates‘substanial’ or “probatve”
similarity, aswel asinfringemety by compang the suspet copy side-ly-
side againsinauhentt originalAlthough itis generally bettey tompare
aquinst he orginal maintained orldiat he Regster of @pyrights,it is
not absolutelypecasary—anauhentcatedduplicate of the oginal work
will sufice. See O'Reilly, 794 F.2d at 615; United States v. Shabazz, 724 F.2d
1536,153911h Cir. 1984)Victims may asstthegovenmert with the®
comparisons See Chapter X of this Manual; ¢f. United States v. Sherman, 576
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F.2d 292295 (10th Cir. 1978) (mentioning that suspected prated apes
werechecledby record company before sedravarrant issugd

* Statutory Exceptions for Reproduction

As moted alove oopyight owneas rights ae limited n 17 USC.
88107%122. Several of these provisionsgpticularly tit the reprodation
right,includng § 107 “fair use’), 8 1@ (certain copying biptares and
arcives) § 115(compulsory licersefor makirg phonoremrds d musial
works) and§ 117 (cetain limited c@ying of sdtwarg. SeeSecion I1.C.
of this Chapter.

I1.B.3.a.ii. Distribution

Setion106(3 of Title 17grantscopyright owners the exdiesright
“to distribute copiesor phonorecord of the copyrighted worto the
public by saleroother trarsfer of ovnershipor by ental,lease, or
leding” 17U.SC.8105(3). The dstribution right isimplicaedby awide
variety of conduct, including the sale of books at a bookstore, used CDs
atagarage sak,and prated DVDs a afleamaket; the ending of books
by a Ibrary, ard trarsferiing pirded softwareto uses from “ware?
welsites on the Internet. Distribution is ot limited b saks,but also
includes oher tranders of ownership auch as dfts or bater. Ford Motor Co.
v. Summit Motor Prods., Inc., 930 F.2d 277, 299 (3d Cir. 1991) (citing H.R.
Rep. No. H-1476, reprinted in 1976 U.SC.CAN. 5669,5675-76and 17
U.S.C.A. 8§ ®(West 197) (historical note)).

* “To the Public”

Althoughoftenreferred b merey as “distibution,” the rightprotected
by § 106is the right to distribute copiesor phonoreards of the work “to
the public.” 8 1063) (enphasis aded). Giving a sigle copyf aworkto a
family member o close frierd maynot qualify as a ‘idtribution” for
copyrightpurposes athoughcourts have bund undeisane cicumsanes
that even the giving ofsingle copy to one person may constitute
“digtribution to the public.” Ford Motor Co., 930 F.2dat29-30Q

The Copyright Alcdoes not expresly define “distribution” or
“public,” except throughd€dfinitions of other closely-relate@rms. The
term “publicaion” is ddinedin § 101, and is oftenusedinterchangably
with distrbution,ard courts hawe noted thatthe two erms are “for all
pradicd purposessynonymaus” Ford Motor Co., 930 F.2A at 2D9; see also
Harper & Row, Publishers, Inc. v. Nation Enters., 471 U.S 539, 52 (1985); 2
Nimmer on Copyright 8 811[A] at8-148 b 8-149. Section 101 adodeines
the erm “publicly,” with resgctto pefformarcesand diplay ofworks as
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referiing to “place§] opento the public or anyplacewheae a sibgantial
numbe of persons outside d a rormalcircle d a family ard its sccial
acquaitanesis gaheral.” “Distribution” is rot limited b saés,but alko
includes othe trandfer of ownership swch as gifs or bater. Ford Motor Co.,
930 F. A at 29 citingH. Rep. %-1476, %4th Cong, 2dSess 62 reprinted in
1976 U.S. Code Con@& Admin. News 569, 5675-76).

For case dscusig wheher distribution “to the public” in seveal
cortexts suchascompute neworks and sibsription based srvices see
Setionll.B.3.c.i. of this Chapter.

* Importation

Infringing ariicles areften manufatured wergasandthenshipped
into the UnitedStates for distrillion.Under17U.S.C8602, importatia
of infringing copies to the United &ates without permissior the
copyrightownergenerallyconsttutes infringement of the distribution
right.Although § 6Pspecifies that unghorizedmportatio is “adionable
under§ 507 it doesnot menton criminal actons urder8 506.n cases
involvingimportation, proseautors mg also consler charging the
deferdantwith bringihggoads nto the Unted Staésby falsestaemens,
18U.SC. 854, or with snugling goods 18U.SC. 8§54%.

* Making Works Available Without Transferring Them

It is urclear whetar a deéndam who merey makescopyrighted
material available tahers hasiringed the distributiomightwithout any
evidenceof an actal transfer ofnfringing waks This question might
arise if a defendant on a pea-to-pea filessharing network made
copyrightednovies,music, orsoftware aailableto the public g placing
themin a sharedrea of his networked desktop computer, but his
computercontanedno recadsof whetheror how manytimes he files
weredowrloadedby others. If there 5 ro evidencethatthe copyrighted
works hedeferdant‘made avéabk” were actubl trarsferred b andher
conmputer (or mdeed, if there is evidence that no such transfers actilg
occured despite he déendant'shaving nace the fies avidable) has the
deferdantneverhekssinfringedthe dstribution rightin the waks?

Severakiil cagsaddressg online infringemet state, or at least
sugest, that te distribution right is infringedat the pont when he
defendant makes afile publicly available. See A& M Records v. Napster, 23
F.3d D4, 1@4(9thCir.2001) (notingthat “Napster ugs who upload #
names to he seattindex for othersto copy viddte plairiffs' distritution
rights. Naster wserswho downloadfilescontaning copyrighted music
violate phintifs' reproductionrights.”);Playboy Enters. v. Chuckleberry Publ'g,
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Inc., 939F. Sypp. 102, 1B9 (S.D.NY. 1996) (uploading content on
Internet and invitig uses to download it violates exclusive publication
right} Playboy Enters. v. Russ Hardenburgh, Inc., 982 F Sup. 503,513 (N.D.
Ohio 1997) (Defendans dssemnated unawful copiesof PEI
photograpls o the public by adoginga mlicy h whichRNE empbyees
movedthose copies tohe generally available files insteadof discading
them.”); Getaped.Com, Inc. v. Cangemi, 188 F Supp 2d 398,402 ED.N.Y.
2002) lfolding thatmateial on welsite was pubshed whentiwasplaced
on website and aWlablegor viewing or downloading).

A casefrequenly cited for the proposgtion that “making aaiabk”
violatesthedigributionrightis Hotaling v. Church of Jesus Christ of Latter-Day
Saints, 118 F3d 199 203 (4th Cir1997). At bste inHotaling was whkther
a chura library openo the public addistributedthe painiff's work by
having itm its colection and 4iting 1 in its card catalog,even though no
evidenceindicaedthatthework hadactwallybeenborrowedor viewed by
library patrons. The defendant arged thatholding thke work in s
collecion constituted a mex dferto distribute, at mog, not anacual
digribution. The caurt sded wih the plaintiffs:

When a pubti library adsa work totis colection liststhework n its
indexor catalog syem, and malkesthe work availableto the
borrowing otbrowsing pblic, it hagompletedall the stps necessga
for digribution to the pubic. At thatpoint, membes d the public can
visit the ibraryand usethe wak. Were this not to be caonsdered
distributionwithin the meaning of § 1@8), a copyght hotler would
be prejuttedbyalibrarythat does ndteep record ofpublic use, and
the ibrary wouldunjustly profiby ts own anissia.

Id. & 208. At least one court considering Hotaling focused on theopinian's
concern with prentialprejudce from a libary that kept neecords, and
suggegedthatthe samelogic might goply in online caseswhereno rerds
are lept.In Arista Records, Inc. v. MP3Board, Inc., No. 00CIV.46®(SHS),
20@ WL19798,a *4 (SD.N.Y.Aug.29 2002)(citingHotaling, 118 F.3d
at204) thecout corsidered hat“a copyrightholdermay ot be equied
to prove particular instances of use by the public when the prdois
impossibled praduce beause the ifringerhasnotkept records of puldi
use” but dedinedtofind thatan actal distrilution hradocaurred basd on
the facts before it (in which investigators for the record industy had
determined that hyperiks orthedefendant'swvebsitgointedtoinfringing
audio files). Id.

Only one criminal decision hasaddresedthis question, abei in the
cortext of decting wretherstate cairt charges wee preemped by éderal
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copyright law: “Poging sdtwareon a tulletin board where ohers @an
acessanddownloadt is dstribution .... which iggjovernedby the [fedel]
copyright laws.” State v. Perry, 697 N.E.2d @4, 628 (Chio 1999).

The Copyright @ice sateghat U.S. copyright laimcludes a “naking
availablée’ right that covers making files available on thelnternet. See U.S.
Copyright Office, DMCA Section 104 Report , at9395 August2001)This,
howe\er, does tile to esoVethe issue for criminal cases, bseahe
Copyright Gfice dhamderizes this “making avaiale right” asreailting
from a conbinatbn o thedistibution, reprodiction, public display, and
public pefformance rights. Id. at 94.Because the feloyp copyright
provisiors apply aly o infringanent ofthe distrilution andreprodiction
rights, it is unclear whether “making available” (as the Copyright Office
interprets t) cansupport afelony charge

Moreove, a nunber offederal courts havheld that nalistritution
ocairsunlessanduntl aninfringing copy is acudly diseminated. See
Obolensky v. G.P. Putnam's Sons, 628 F. Supp. 1552, 155 (SD.N.Y.)
(directing vddict for defendants after pry trial becase the ght to
digribute s ot violated “wherethe deferdantoffers o sel copyrighted
matriakbut doesnot consummade asak” or “wherethereis copying, but
no saleof the material copied”), aff'd, 795 F.2d 1005 (2d Cir. 198B6); accord
Paramount Pictures Corp. v. Labus, No. 89-C797-C,1990 WL 120642t *4
(W.D. Wis. Mar. 23, 190); National Car Rental Sys., Inc. v. Computer Assocs.
Int'l, Inc., 991 F.2d426 430 (8th Cir.193) (holding that distrbution
requires hetrander of an actua copy, & 8 106(3) grants the copyright
ownerthe “exclusive rght publiclyto sell,give avay, rent or lend any
material embodiment of his work™) (quaing 2 Nimmer on Copyright 8 8.11A],
at8-123 émplass alded byNational Car Rental)) cf. In re: Aimster Copyright
Litig., 252 F Supp 2d 63,643 N.D. Ill. 2002)noting, without aralyss,
that a pee-to-peer user “with copyrighted musdc fileson his hard drive
avalabk for dowrdoadcanfonce aotherusersardesfor ard locaes a
file an the first use's computer] thereafter beome & unauhorized
digributor of that copyrighted music as soon as another Aimsteruser
initiatesatransferof that fie.”) aff'd, 334 F3d 63 (7th Cir. 2003) (
disaussngpoint). Theleading copyright treatise dsosupports thisview. Seg
2 Nimmer on Copyright 8 811[A] at8-149(“Infringement of[the rght to
distribute] regires an actdadissennation of either copies or
phonoecord.”).

To datethe only case to squaely addres “making avaialde” in the
cortext of peerto-pee neworksandthe new“makingavalabk” offen®
in17 USC. 8 5064)1)C)is In re Napster, Inc. Copyright Litig., 377 F. Supp.
2d 796 (N.D. Cd. 20®). In that opinion, the court considedethe
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plaintiffs'motion for summaryudgnenton their claims hatNapger had
directy infringedthe dantiffs' copyrights bycreaingandmairtainingan
indexng systentha allowed users touploadand e@wnload infmging
musicfiles. Id. at802.The keyquesion was“whetherthe Gpylight Act
requiresproof of the actwal dissemmation of a copy omphonorecordin
orde to establistthe unlawfudistribution of a copyrightedvork in
violaton of 17U.SC.8168)(3).” 1d. The cout concludd that distributio
did not incluak the nmereoffer todistribute a copyrightedork, given the
plain meaning and legislative histay of the terms'‘distribution” and
“publication.” See id. at 803-04 The cout concludd that “to the extet
Hotaling suggest thatamere dferto distribute acopyrighted wak gives
rise toliabilty under section 1d8), that iewis contraryto the weight of
[the]abovecited athorities” Id. at 803(citatons omitted). Fally,the
cout rejected the arguent thatthe “making available” language inthe
new offensat 17U.S.C. 8 5¢&)(1)(C)discissedn Setion 11.B.3.cii of
this Chapter, encedCongras's intent that “nkéng awailable” was a type
of distrbution, concludng that § 56(a)(3(C) mace willful copyright
infringement and “making awailable’ two separate elements. Napster, 377
F. Sypp. 2da 8.

Given this bacldrop, couts deciding criminal cass woud likely
requie proof of actua dissemination of copies, as opposed D evidence
that he déendant meely “mace [irfringing worls] available,f only to
saisfy therule of lenity. See United States v. Wiltberger, L8 U.S. 76, 9618D);
Dowling v. United States, 473 U.S.207, 213 228-29 (1985) (appying rule of
lenity to congtue stoken propertydwsnarrowly i light d copyrightaw).
Moreove, coutsmight congler Congress's choice nofpunish attempts
in 8 506 aturtherevdenceahatdidribution, in criminal cags,requiesan
acualtrarsfer of aninfringingcopy to the public.

Sone of he civilcass inwhich proof d actuadissermation has not
been reqgiredsugyest an akrndive rule—that where, due to the
deferdants ations,no remrdsexistof acualtrarsfers thecout may nfer
or presunethat adua dissemination took place. See Hotaling, 118 F3d199
Arista Records, 2002 WL 1997918. That rulehoweer, might notbe
adoped in criminal cags,in which nfringing digribution mustbe proven
beyonda reasonable dou

As a practical atter, evidece of actud infringing transfers
strengthens other apeds of the case. Eve if a theory of disttution
without dssenmnation weae aceptedby the court, a jury might
nevetheless reject-eitherin sympathy toward a defendant who
ostensib} copied notimg, orby concludhg that the deferant could not
haveuncderstood that lsicondict constituted infrigament sufficientlyo

44 Prosecuting Intellectual Property Crimes



establistwillful behavior.Seethe discussion ofillfulness in Section
I1.B.2.of this Chapter.

Whenprovingthatthedefemdantactaly distributed nfringingcoges,
distributiors tolaw enforcemnt officers or to agents working for the
victim shauld sufice, asa natter of law See Gamma Audio & Video v. Ean-
Chea, N0.91-11615-2, 192 WL 168186at*3 n.5 (D. Mas. July 3,92),
rev'd in part on other grounds, 11F.3d 1106 (1st Cir. 193); Paramount v. Labus,
199 WL 12062 & *5.

Thegovernmert neal not prove anactd disssmhnaton if the chaige
is congiracgy to violate the criminal copyright laws by means of
distribution Conspiracy is andhoate crimeso thegovernment needot
prove that the underlying crime of distribution wascompleted

e First Sale

Under 17U.S.C. 8§ 10% is ot aninfringement forthe owner ofa
particular,dwfuly-aquired copy or phonorecrd of a work to selbr
otherwise diggee of hat copyThis excption is oftenreferredto as the
“first sale” dotrine. Sofor exanple, a peson who puricases a book at a
bookgore maylaterresl the book atayad sak a dorate t to alibrary,
without thecopyrightholders permison. Althoughfirst sak & reded as
a defensein civil cass, sone criminal copyright cases @dneld that th
gowvernment must pkeadand provethe dsencef afirstsale as an elemt
of the offense. See&ion 11C.4.c. othis Chapter.

II.B.3.b. Infringement of at Least 10 Copies of 1 or More
Copyrighted Works With a Total Retail Value Exceeding
$2,500 Within a 180-Day Period

I1.B.3.b.i. Generally

The final demaent for felony offersesunder 17U.SC. 8§50 @)1)A)
and(B) (numbere 8 506(4})),(2) befaethe Apr. 27,2005 ameimens)
is that the infringement consisted of the “reproduction or distribution,
including by eledronic means, during ary 18-day period, oat least @
copesor phonoremrds,of 1 or more copyrighted works, which havea
total retail vdue of more than $,500.” 18 U.SC. § B19(b)(1); see also 18
U.S.C. 8§ 2ZI¥(c)(1)(akematve felony provision, aplying whenvaue is
“$2500 ormore”). For definition of “copies” and “phonaecwrds; see
Setionll.B.3.a.0f this Chapterdiscissing 11U.S.C. § 101

Comgres reseved féony pendtiesfor those whocopy o digribute a
minimum of 10 copiesto excudefrom felony prosecution low-evel
infringemensuchas“childrenmaking cogesfor friendsaswel asother
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incidenal copying of copyghtedworks haing a relatiely low retail
vadue,” andalsoto awid having hecriminalprovisiors use as a tool of
harassnent” in business disputes involving issues such as revere
engineering or the scopklicenses. H.R. Reo. 102-97, at 6 (192),
reprinted in 192U.SC.CA.N. 35%9,35/4.

Comgres ued hephrase “of one a morecoyrighted waks' asa
way“to permit aggrgeion of different waks of athorshp to meet the
required number of copiesand retail vdue” Id. Congress gave as an
exampe a defendant who reproduces 5 copies of a copyrighted word-
processing coputer programvith aretail védue of $1,3® and5 copies &
a copyrightedpreadheet computer program dso with a retail valueof
$1,300 Aggre@ting theseeprodetions‘would séisfy the reqirement of
reprodwcing 10copies bvingaretailvadue d atleas$250Qif done vithin
a180day period.” Id.

I1.B.3.b.ii. Definition of “Retail Value” in this Context

Congras leftthe term “réail vdue” “deliberately undi@ed, sice in
most casesit will represet the priceat which the vork is sdd through
normalretai chamelk.” Id.

Unde both the plan mearing of the statutory text ard the legdative
histay of the 192 Copyright Fany Act, “retaivdue” in this provisbn
wasintende to refer to the retail value of the infringeditem i.e.,the
autrenic item that wasinfringad, in the marketin which it is ©ld. By
cortrast, the sentencig guideinesuseeither the valie d the “infringed
item” or the “infringingitem” to compute the sentencing offense level,
depending a the circumstances of the crime. See the discussion of
U.S.SG. 8§ 2B3 cnt. n.2(C) m Section VIII.C.1.6iiof this Manal.

Determiningtheretailvdue d apre-releaseork canbe challenging
beausepre-releaseworks have m legtimateretal value.Congress
ackrowledgedheproblem awl offered sgeralsdutions:

At the sametime,the Committeeremgnizes that copyrighted works

are fregently infringedbeforearetailvdue has been established, and
that in some cases copyrightedworks arenot markeed through
normalretail chanrels. Exampésinclude moion pictures|sic] prints
distribued only for thedricd relesse, and betatest versions of
computer programs. In such cases, the courts may look to the suggested retail

price, the wholesale price, the replacement cost of the item, or financial injury caused

to the copyright owner.
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H.R. Rep. No. 102-997, at 7(1992) (emphasisadded), reprinted in 192

U.S.C.C.A.N3%69, 3575. If the infringed itemhas naretailvaue, the
important consideration is the harm to the copyright owner, ratherthan

the (presumably smaller value of) profits to the infringer. See id., 192

U.SCCAN. & 3574-75(staement of Sen. Hatch); 138 Cong.Rec 34371

(199). Althoughthe Famly Entertainmert ard Copyright Act (“FECA™)

craated a ew klony dfen® o addresgiragy of “work[g behgprepaed

for commerce distribution” when committed online, the Act does not
specify how the “retaiidue” of such works shoulde deternmed (and
althoughthe newofferse at 17 U.SC. § 506a)1)(C) does not reqe

proof of aminimum vale, preteleaseiiragy may 8ll be chargel under
the other felony copymht provisons n 8 506a)(1)(A),(B)which,in

conjunctiorwith 18 U.S.C. § 28, do).

By way d compmarism, the seriencingguideinesnow specfy that pre-
releasavorks—work[s] beig prepared for conmercial distributio,” in
the gui@lines parlance-shouldbe \alua for sentencing purposes at th
anicipaked etail valie d legtimateworks upon legtimatecommeral
release See U.SSG. 8§ 2B5.3cnt. n.2(A)(vi) &mended Oct. 24, 2005).
However in pre-release cases the guiddines aso provide for a 2-level
enhancment.See id. 8 2B5.3b)(2) &mended Oct. 24, 2005). Ses Setion
VIl .C.1.cii. of this Manal.

Calcuating a work'sretailvadue canbe more conplicatedwhen the
work has beepublshedin multiple versions—which oftenoccus with
software—espedaally if the murt determines that registratioror
preregstratbn is a preconditioho criminal prececudion. Se Setion
I1.B.1.d. d this Chapter. As netithere, civibctiondor infringement are
pernittedonly for registeredorks. @urtsaddressing thénfringenent of
an unreptered version of a software progranof which earlier versions
hadbeen regtered hawe alowed damagsonly to the extent hat the
infringedmaterial consists ofaterial frorearlier registeredrersionsThe
theory behid this Imitationis that anunauhorized copy of tre
unregstered verson is, in reaity, not an ifringemenof theunregstered
versionitself,but rather an fmingenent ofthe earlieregstered ersion
through the copying of theunregistered version. Seg, e.g., Montgomery v. Noga,
168 F.& 1282, 1292 (11th Cir. 1999); Well-Made Toy Mfg. Corp. v. Goffa
Intern. Corp., 210 F. Sipp. 2d 147, 158 (E.D.N.Y. 2002) 2 Nimmer on
Copyright 8 7.16B][2].

On the otherhandthe Eleventh Circdit in Montgomery v. Noga upheld
a uryindruction that permited the jury to catulate the plantiff's atual
damages by considering the rke valueof the unregstered ersion:
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Havirg held that the deferdans nfringed Monigomey's regstered
copyrightin VPIC 29a ly placng VPIC 4.3 or-LD discs... it follows
that the jury properlgould consider evidence of the injury that the
defendants'infringenment casedto the value of subsegent
unregstered VPIC vesionsderivedfrom vesion 29a—suchasVPIC
4.3—in orde to determine he exent of the injury to he vale of
Montgomey's registeredopyright athe time of nfringanent.

* % %

Obvioudy, Montgomerys damages calhot adequatyg be meaged
solely byeferace tothemarketvadue d VPIC 2.9aasa stand{ane
computer progranthis vale presmably was quitew at he time of
the infringemengiventhatrevised vesions d the program wees then
avalabk.

168 F.3dat 129-%. Although the court reviedthe nstruction undethe

highly defenatial “plainerror” standed be@uwse the defedants had not
objected to it attrial, see id., the holding should nestbeless supporhé

analogos propgaition that if the mfringed work is arunregstered @rsion
of sofware that hadbeen derive from an earér registeredlersionthe

appropriate meaurefor purposesof 18U.SC. § 2319should bethevdue

of the unregstered ersion.

To chargea criminal copyght violatbon as a feloy, he govenment
mustakoprove hatthetota retal value otheinfringhgcopesexceeded
$250. This threshold has one minoonplication:the £lony thieshold
is “more than$2 500 whenthe deferdant acedwith a profit mative, 18
U.SC. 8§ 2319§)(1), but only “$2500 ormore” whenthe deéndamnaced
withouta profit motive, 18 U.SC. 8§ 2319(c)1). Tobe safe, each felony
indictmert should smply chageavdue greaerthan$2,50Q

Thesetechnical reqirements are sontenes dfficult to prove. For
exampe, if adeferdantopeated avideo sbre that rentd only pirated
videos but keptno remrds that descibe wto did whatand atwhattime,
it might be difficult toprove that te ddendant himseff reproduced or
distributedthe videos, or thathe dd sowithin a paticuar 18)-day period.
If facedwith such acase,thegovernmert may wish to consider dtematve
charges—such asconspiracy to commit felony criminal copyright
infringenent; misdeneanor copyrighnfringement (whichreduces the
number ofcopies td andthe etail value threshotd $1,00Q see 8ction
[1.B5. of this Chaper); 18 U.SC. 8§ 2318 counterfeit or illicit labds,
documertation, or padkaging for copyrightedworks); or 18U.SC.§232D
(traffickingin goods, senices labelsdocumentation, or packaging with
courterfeit marks}—that have no numercal or monetary threstolds.

48 Prosecuting Intellectual Property Crimes



Setion 230 alsohas the adntageof punishing attepts, which can be
proved whenthe governmert laksrecrds of the completed crime

II.B.3.c. Distribution of a Work Being Prepared for
Commercial Distribution, by Making It Available on a
Publicly-Accessible Computer Network, if the Defendant
Knew or Should Have Known the Work Was Intended for
Commercial Distribution

Effecive April 27,2005 Comgres addecanadditonal felony dfene
to addres the online infringemen of prereleaseworks. See Fanily
Entertainnent and Copyright Act of 2005 (FECA), Pub. L. No. 109-9
§ 103,119 Sat 218,220-21(Apr. 27,20®) (codified at17 USC.
8 5068)1)C). (This povisionis partof Title | of FECA,akoknown as
the“Artists Rightsand Theft Prevertion Act of 2005” or the“ART Act.”)
Comgres maded this provision to targettwo phenamenathat it deemed
particularly harfal to copyright-holders, egpedaly in combinaton—
“pre-release” piracy and Internet piracy (especialy peerto-pee file-
sharing). See, ¢.g., Remaks on Introduction of Bill in Senate, 151 Cong.
Rec SHP4 (daily ed. JaB5,2005); Judciary Committee Rport, H.R. Rep.
No0.109-33(1), at 4, reprinted in 20 USC.CA.N. 220Secion5066)1)C)
makesit afelonyto wilfully infringe“[i] by the distributiorof [ii] a work
being preparefibr commercial dstribution,[iii] by making it available on
a canpute network accesble b membersof the public, [iv] if such
persan knewor stould hare krownthework wasntendedor commeral
distribution” 17 U.S.C8 5@(a)(3(C) émallRoman nunerak added for
purposes oflilistration)

The new offense eliminatée gvernnent's needb prove nonetary
andnumert thresloldsfor thecopesinvadvedif the deéndandidributed
pre+eleae works on acomputer network.

I1.B.3.c.i. Distribution

The offense éfined mde 17 US.C.8 5@(a)()(C) appks ory to
infringemert by distribution (asopposedo the cqyright feloniesin 17
U.S.C. §8 58a)()(A),B) thatapply to infringamert by distribution or
reprodiwction). For discusionof proving dstribution, see Setion
I1.B.3.a.l. of this Chapter.

Setion 8§ 6a)(1)(C)'siseof the term “naking available” @es not
resolvehe isse of whether “distribution” re@qes an actudissermation
of infringing copies.As of this wiiting, the only repated casdhathas
discissedthis issue, a civilopyright case, statdwtt“distribution” and
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“making available on a publicly-accesible conpute network” are wo
separate elementsof the 8§ 36(8)(1)(C) offense. See In re Napster, Inc. Copyright
Litig., 377 F. Sypp.2d 796, 8® (N.D. Cal2005). The inclusiomf “making
avalalde” did not, according to this court, redefine distribution to include
making available&See Section|1.B.E.A.i andthefollowingSection of this
Chapter.

II.B.3.c.ii. Making the Work Available on a Computer
Network Accessible to Members of the Public

The rext eementis “making [the work] avalabe m a conpute
network acessibleto memiersof the public” See 17 US.C8 5®(a)()(C).

Although thestatute does not define “computer network” or
“accessibé to menbers of he public,” the bill was clearly ianda to
addrespiragy over the Internet. See H.R. Rep. No. 109-33(1), reprinted
in 2006 U.SCCA.N. 220; 151 Gong. Rec SP9500(daly ed Jan 25
2005) (satenent of Sen. Cornyn). Clear examples of “making the work
avalabke o a canpute network accesble to membersf the public”
woud includeposting the work on a website pladngit in a destop
computer's sharetlle directory so that peer-to-peer users aroundthe
world coud acess andlownloadt.

“[A] computer network accesibé to the public” should be read
includelarge networks aitableio substantiatumbers of poplegewen if
the retwork is rot immediately accessble to al members of the pulic,
suchas auniversty's campusvide netwrk, alargebut proprietarysevice
like AOL, or a passworgrotectedsite on he InternetThis would be
consistent with theght atissue(“distribution to thepublic), and the
stautory definition of “publicly” in the context of displys and
performarces, which refers to “any plae where a substartial number of
persmsoutddeof anormalcircle d a family ard its sccial acquaitanes
isgathered” See 17U.SC. § D1, Playboy Enters., Inc. v. Frena, 839 F. Supp.
1552, 155/ (M.D. Fla.1993) (hading that displaying firinging
photographs oviea compter buletin boardo awdiencdimited to @ying
stbscribers corstituted display “to the public”); accord Video Pipeling, Inc. v.
Buena Vista Home Entm't, Inc., 192 F. Supp. 2d321, 32 (D.N.J. 202), aff'd
on other grounds, 342 F.3d 191 (3d Cir. 2@03); Video Pipeline, Inc. v. Buena Vista
Home Entm't, Inc., 275 F. Syp. 2d 543, 554 (D.N.J. 208). See also G®n
I1.B.3.aii. of this Chapter (disaussng “to the public’). But ¢f. Andersen
Consulting LLP v. UOP, 991 F. Sipp. 1041, 1042-43 (N.D. 11l. 1998)
(discussagmeanig of elecronic canmunicaions sewice “to the public”
underthe Elecronic Commun¢aions Privacy Act); Konop v. Hawaiian
Airlines, Inc., 302 F.3d868 875 (9th Cir20@®) (sam).
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II.B.3.c.iii. Work Being Prepared for Commercial
Distribution

The next eleent of an offense uret 8 56(a)()(C) & thatthe
infringed work must be a “work being prepared for commercal
digribution,” whichis defnedas:

(A) acomputer program,a musi@l work, amotion picture or other
audiwisualwork, or a soud recording, if, atthetime ofunauttorized
distribution—

(i) the cpyrightowne hasareasmalble expedcttionof commeral
distribution and

(i) the cqies or phonorewmrds d the wak have not been
commercially distribted or

(B) a motiorpicture, fi, at the ime of unauthorized distritution, the
motion picture—

(i) has been madawailablefor viewing ina notion gcture
exhibition facilty; and

(i) hasnot bean madeavalabk in copesfor sak to the gnenal
public h the UnitedStates in a forat inten@dto pernit viewing
outside a maon pictureexhbition faclity.

17U.SC. 8504a)3). Thus the definition includes only far types of
works: software, musical works, audiovisual workssuch as wvies, and
sound re@rdings Althoughthes caegries mhke up most of the works

pirated onling other types tha could aso be infringedonline—such s
books, plotographsandothe works of visua att—are not induded.

When Congressreded thes provisions, it also creded the
“preregistration” pocess scusedin Section 11.B.1.cf this ChaptefThe
preregstration processsets forh a basic ameworkand drects the
Copyright Officeto estaldish spedfic rulesfor preregstration of “works
being preparedfor commecialdistribution.” See Fanily Entertainmet and
Copyright Act, Po. L. No. 1®-98104(a) (arendng I7 U.S.C 8 43(f)).
However, proseautors should be aware that the scope of thetem “works
being preparetbr commercial digibution” is rarrowe for purposes of
the aimina offen® urder 8 5064)1)C)thanthe scpethatterm was
given by he Copyright Office intd preregistratioregdations.First,as of
this wiiting,the Copyight Offices nterim rulesfor preregistration cover
not only movies musdc, and software, but also literary works and
advertising or marketing photographs See 37 C.F.R8202.16(20®). Ths
is broaderthanthe four dasesspedfiedby 17U.SC. 8506 @)3). Seond,
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the Copyright Officealowsfor the preregstration of awork if the work
hasonly been staited for examge,for motions pictures filmingmug hawe
commened,ard for a canpute program,atleastsame ofthe canpute
code must hawe been fixed. See 37 CF.R.8§ 2@.16()(2) (20®). Although
these standards mg sufficefor preregstratbn, prosecutors should
generally exercise cadion in stuations tlat concern works that are
substatially nconplete. Ca®s involving a mefeagnent ofa work or a
substatially inconplete vork aremore likely to faceiffiiculties inproving
copyrightabity and hfringement,as wé as proving “retaildue” and
perhaps willilness as vle

Although the preeleaseffenseandthepreregstraton process are
en&ted atthe sameime,the dain language of 17 U.SC. 8§ 5064)1)C)
doesnot requir thatthe “work being prepared for commercal
distributiori be preregstered before anfringer can berpsected Nor
doesthelegshative history indicake that Corgres ntended8 5068)1)C)
to appy only to ‘preregstered’works. Therefore, thFECAanmendnents
do not appeato have foreclosed the government's power to prosecte
infringemert that ocaurs before preregstraton or regstraton of awork.

I1.B.3.c..iv. The Defendant Knew or Should Have Known
that the Work Was Intended for Commercial Distribution

A 17U.S.C. 8§ 5@6)(1)(C) offense reiges prof of a lower degee of
mens rea as to ¢hddendant'sawaenesghat the work vas “being
prepared for commercial distribution” than the other elemats ofthe
offensewhich recuire proof of “willfulness.” Under § 58(a)(3(C),the
governmert neal not demongratethataddendant hadactud knowledge
that he infingedworkwasapre-réeasavork,but rather, aedonly show
that the defendant “knew or should have krown” thatthe work was
“intendedfor commeral distribution,” which is esseialy anegigene
stardad.

I1.B.4. Additional Element for Enhanced Sentence: Purpose of
Commercial Advantage or Private Financial Gain

Proving that the defendant acted “for purposesof commeral
advantage or priate financial gain” isften eitter aprimaryelement ofthe
crimeor asemnday eemant that canenharcethe deferdant's makimum
senience Theseassueske coveedin Secions I1.B. (setingout eemens)
andVIII.C.1.f. (sentencing factors) tifis Mantal.
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I1.B.4.a. History

Before D97, the governent had tgorove the defendnt'sintent to
seekcommeral advamage @ private finarcial gan in everycriminal
copyright prosecutioim United States v. LaMacchia, 871 F. Siypp. 53,5308-
40 (D. Mass. 29), the court noted that the governmert could not hawe
chagedthedeferantwith criminalcopyrightinfringemebbe@uséehad
operded his Interretsiefor tradngpirated wakswithoutaprofit motive.

But Congessfound this unaceptable. \WenLaMacchia wasdecided,
times had dready changed. Now, as then, the Internet dbws peop to
enga@ein largescde eledronic piracy with little expense, time or
comgexty. The eaeof Internet pirag/ reducesand pehags diminates)
infringers' neefor a financiateturnewenasit significantly affects the
market for legitimate goods.See CommitteeReport orNo ElectronicTheft
Act, H.R.Rep. No. 10839, at 4 (198). WIIful infringeas ca act out of
a variety of motives unrelatedo profit—including a rejectionf ¢the
copyrightlaws arti-carporate £nimens, or braggig rights inthe pirag
community—yet cage sbstanial financial hamm regardess oftheir
motive. Id.

To close what wascaled te Lamacchia “loophole; Corgresspassd
the No Electronic Theft AcBub.L. No.106-147, 111 Stat2678 (199),
which,anong other things, eliminated the govament's reqirement to
prove “@mmercial adanage or private finarcial gain” fora felony
conviction. See 143Corg.Rec24324(1997 remark®f Rep Cable) H.R.
Rep No. 105-339at4-5(1997) By enating wha wasthen 7 U.SC.
§ 5@(a)(2 (renumbered8506(a)()(B)bytheApr. 27, 2005anmendnents),
Congrascrededa felony tht ony requires proof dwillful infringement
above cetain moretaryard numeicalthrestolds.

Even though a prdfimotive is ndonger regiredin allcasest should
nonethelessbecharged when possible becauseit inareases the defendant's
maximum sttutory serience(byturningal7U.SC. § 5064)1)B) offense
into a 8 50@)(1)(A) offense wiits higher penakis, oby increasing the
sentencdor a § 56(a)()(C) ofense), increaes his guidiee sentencing
rarge,increass july apeal and carmelp defeabasetssclaims d fair use.
Se Setionsll.C.5.,1.E.1,andVIIIl.C.1.f. of this Manual.

II.B.4.b. Legal Standard

Essatially,a ddendant acts forrommercial adaniage and private
finandal gan if hesought a proft. Cf. 4 Nimmer on Copyright 8 1501A][2]
(discssing legislat history tocopyright statute).
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“Financial gan” is broadly di#ed to ncluce notonly amonetary
transactionbut alsadhe*“receipt,or expectatiorof recept, of anything of
vadue including the receipt of other copyrightedworks” 17 USC. § 10Q.
Bartering scheesareincludel, wherepeople tradenfringing copies of a
work for otheritems,including computertime or cogesof other works.
Congres add this defintonof financiabanintheNET Act specifically
to addressbattering. See No Electronic Theft AANET) Act, Pub. L.No.
1065-147, 111 Sat.2678(1997); 143Cong. Rec. 24,42197) (satenent
of Sen. Hatch); 14Bong. Rec. 24,326 (1997) (statement of Rep.
Goodeatte). For example, federal prosecutors have siccesiilly chargel
“commercial adantager privatdinancial gainih case where @&fendnts
ran a cleed peer-to-peer &-tradng network that redued newusers to
contribute pirated material in order to join Seg, e.g., Depatmentof Jusice
PressRdease Final Guilty Plea in Operation Digital Gridlock, First Federal Peer-
to-Peer Copyright and Piracy Crackdown (May 31, 2005), available at
http://w ww.usdoj.gov/criminal cybercrime/tamerPleahtm.

Although couts have hadew occaionsto consiler the scope of
“commercial adantagé, the plainh meaning of the term ard case-law in
other areasuggest that “commercial adantage includes notonly
obtainng paynent forinfringingproducs, but dso usng infringing
produwctsin abusines@ternally to obtainreadrantage oer a corpetita.
This & rueevenif thedeendanchagednaothingfor the nfringingcopes.
See Herbert v. Shanley Co., 242 U.S. 591593-% (19.7) (HolmesJ.)(hoding
that he performace of a copyrightedusichcompositn in a restaurd
or hotel without chargefor admssion to hear it infringes the exclusve
right o the owner of tle cqyright o perform the work publiclyof
profit); A&M Records v. Napster, 230 F.3d 10%4, 123 (9th Cir. 2001)
(holding that'[flinancialbenefitexistswherethe availabiity of infringing
materal act @& adraw for cusbmes,” evenwhenthe infringng materal
is offered for free) (internd quotation marks and citation omitted), aff'g in
pertinent part 114 FSupp2d 896921 N.D. Cal 2000 notingthatNapder
anticipatederiving revenues fromuserdoy offaing copyrighted osic for
free); Twentieth Century Music Corp. v. Aiken, 356F.Supp271275 W.D. Pa.
1973) fjolding thatabusnes thatmerey phys bekgraind musi to relax
its enployees so thaheywill beefficient isnfringing for pofit), rev'd on
other grounds, 500 F.2d 127 (3d Cir. 1974), aff'd 42 U.S.151, 157 (1975)
(sssumingthat restaurant owner acted for profit); Associated Music Publishers
v. Debs Mem'l Radio Fund, 141 F.2d852(2d Cir. 194) (hotling hat a radio
stationthat without pernissia broadcasts a copyrightedbrk for free in
orde to gd, maintain and increase advertising reenwe has done so for
profit). Exampésof infringement for commercial advantge mclude an
engneering firm's using pirated drafting software to keep overhead low, a
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website that offers free pirated software to generate advertising reverue
when eown laaders visithe siteand éusinesghat gves awy comterfeit
goads b drawin cusbmers to whom t thensels kgtimatesewices.In

these case athough the ifringer mg not exped to recéve noney or
other tems ofvduein exchan@g for he infinging copgs, tke infrngenent
sawes the business the money it woulcet Ispent orauthorizedcopies o
licenses The savingsallow theinfringea to gah a commecial advantage

overcompeftors who use aly licersed opiesof copylighted waks.

Whetheradefedantacualy makes prdit is besde tiepoint: what
mattersis thda he intended to prdfit. See 17 U.S.C.8 1A (ddining
“financial gin” to include “expectation breceipt” of anythmg of valug
id. §506(a)(2(A) (“forpurposes of commeraladvantge omprivatefinarcial
gain”) (emphasisadded); 18 U.SC. § B19(d)(2) (sane); United States v.
Taxe, 380 F. Sipp. D10, 1018 (C.D. Gal. 194 (“'Profit includes the sale
or exchang of he infingingwork forsomethingof vadue n the hope of
same peunarygan. It is rrelevan wheher the hqpeof gan wasredized
or nat.”), aff'd in part and vacated in part on other grounds, 540 F.2d961(9th Cir
1976); United States v. Shabazz, 724 F.2d153,1540(11th Cir. 1984) (samg
United States v. Moore, 604 F.2d 1228, 1235 (9th Cir. 1979) (holding that
acing“for profit,” asrequied by eaitr vergon of CopyrightAct,includes
givinginfringing work tca prospective bey toevalude forfree before
purchasing); United States v. Cross, 816 F.2d 297, 301 (7th Cir.1987); Herbert
v. Shanley, 242 U.S at 595 (Holmes, J) (holding that undr the copyright
statutethe performanceof acopyrightedwork ata fotel or redaurart was
for profit, evenif cusbmes did not payspecficaly for the performance,
becaise‘[w]hether itpays or not, the ppose ofenploying itis profit and
that 5 enouf”).

Prosectors shald genery refran from alkegng that a defedant
obtained financigkin by getting free or discountieftinging worlks solef
as a ragt of copying or downloading work for himself. Trs benefis
common to dl infringement, and to hold that mee infringemert equals
private financial gain would conveveryinfringenment case intone for
private financiglan andthus erase iportantdistinctios n the civiland
criminal copyright statutes Although there are aparenty no reported
opinionson thisquestionin criminal copyright cases, a t@mofcourts
havefollowed thisreamingin interpretingarelated satutewith criminal
andcivil pendties for using and trafficking in unauthorizezhtellie and
cable televisiatecoders “forpurposesfocommercial adantager private
financialgan.” 47 U.S.C.8 553(b)(2).Thesecouts held that the mere
purchaseanduse é suchadevi@ for thedeendart's ovn berefit andthat
of hisfamiy ard friendsdoes not constiute “gain” within the meaning of
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tha stdute. See, e.g., Comcast Cable Commc'n v. Adubato, 367 F. Sypp. 2d 684
693 (D.N.J.2005) (holding that to quéfy as commercial adantageor
privatefinarcial gan, thedefemantmusthave uséthe device “tdurther
some conmercial ventre or profitedn sonewayfrom the deice beyond
simplysitting by hinself orwith his fanly andfriends around television
set using thelégal @vice to watch prograsnforwhich payrant should
have been made’); American Cablevision of Queens v. McGinn, 817 F. Supp.
317, 3D (E.D.N.Y. 193 (holding that “privatBnancial gain” should not
be reado enconpass deendant's“gain” from reeiving broadasts
himself: such an irdrpretatiorwould rende “gain” enhancerant
swerfluousbeauseal violations would result in gain). But see Charter
Commc'ns Entm't I, LLC v. Burdulis, 367 F. Syp. 2d 16 (D. Mas. 2005)
(holding that defedant who violated 833 to recéve unathorizedcable
broad@ags did so for purposesof “financial gain” withi the statute);
Cablevision Sys. New York City Corp. v. Lokshin, 980 F. Syp. 107, 113
(E.D.N.Y.197) (samg

A profit motive can beproved by drcumstantia evidence. See United
States v. Cross, 816 F2d 297301 {thCir. 1987)(“[T]hepresere d these
seveteensecmd-geneaton videocaséteson [thedefemants] bushes
premigsmay réonaly give iiseto theinferencetha they werenairtained
for comnercial adantageor private financiajan.”).

II.B.5. Misdemeanor Copyright Infringement

To obtan amisdemeanor conviction under 17 USC. § 5064)ard 18
U.SC. § 819, thegovernment must demondrate that:

1. A copyrightexsts;

2. It was infrhgedby the ddendant;

3. Thedeerdant acted willfully; and

4. The nfringemenhwasdone EITHER

(a) forpurposesf commercial adantager private financiaan,
17U.SC.850Qa)1)A) (numbered8§504a)1)beforethe Apr. 27,
2005 amendmes)t 18 USC. § 2319¢)(3), OR

(b) by reproductn or digribution of one or more copyrighted
works with atotal retail vaue of more than $1,000within a 18-
day period, 17 U.8.8506(a)(}(B)(nunbered§ 5®&(a)(2 before
the Apr.27, 2005 amendments);18U.S.C. § 231c)(3.

Although the misdemeanor and felony aimes share some
elemets—all reaiire proving willful infringemen—the neal to prove
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scqeor sakis ksena for misdemeanis. In cagswithout commerdal
advantage or psate financial gain #tinvolve the eprodiwction or
distributionof infringing copieghe theshold number of copies and
monetary vie for a misdmeanor are lower thahdse requed for a
felony unde18 U.S.C. §2319b)(1) or (c)(t allthat s reqired is oe or
more copieswith a ptal retail value of $100 or more. And incass of
for-prdfit infringemert, the misdemeanor hasno numeicd or monetary
prosectorial thresholds18 U.S.C.§ 2319(b)(3).Thus, misdemeanor
copyrightinfringemenhcanbe chagedwhen adeferdantcleaty profited
or intended o profit, but whae the gwerrmentcamot provethe exat
volume or valueof the infrngenent dwe to a dckof business recosdor
computerlogs

A misdeneanor charg can also applto willful, for-profit,
infringenent ofrights oherthan reprodution ordistribution sud as tle
performance righ or digital audio transmissions. Although the felony
penalties are resedvior infringing reproduction and distrilution, the
misdeneanor provisins appy “in any otler casé,see 18 USC.
§ 2319(J(3), suchastheinfringemenof theotherrights.

II.C. Defenses

II.C.1. Statute of Limitations: 5 years

The criminal copyright satute hasafive-year gatute of limitatons. 17
U.S.C. § 50a). The fie-yea limitations period was first estabé&dby the
NET Act, Pub.L. No0.105-1482(c) 111 Sat 2678 1997) pefore which
the imitationsperiod had baethree yars, tie same as for ciV copyright
claims. See Copyright Act of 1976, Pub. L. No. 94553 90 Stat 2541
(1976).

II.C.2. Jurisdiction

U.S. copyright law gereraly hasno extraterritonal effed. Although
manyforeign countries protect United Staéscopyrights aganst
infringemert in foreignlands and domedgic lawsmilady proteds foreign
copyrighted worksagaistinfringemetwithin the Urited Staés,17 USC.
§ 411(a), U.Sawgenerally‘cannot @ invokedo secue relief ér acts of
[copyright] infringemert ocaurring outside the United States” Palmer v.
Braun, 376 F.3d 1254, 1258 (11th Cir. 2004); see also Subafilms, Ltd. v.
MGM-Pathe Communc'ns, 24 F.3d 1088, 1091 (9th Cir. 1994) (enbanc);
Update Art, Inc. v. Modiin Pub'y, Ltd., 843 F.2d67, 73(2d Cir. 198) (“It is
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wel edablished thatcopyright lawsgenealy donot have extaterritorial
applcation?).

This mean thatsane c@yrightcases cawot bebroughtin theUnited
Stata, even when the victims aréJ.S. companies or matals and the
infringed woks are cogrighted intheUnited Sta¢s.For exampe,U.S.law
does notgrantU.S courts jurisdction over a maufaduring plantin
southeat Asia that produces piitedDVDs for sale inEurope,if the
infringing corduct occurs soldy abioad. See Palmer, 376 F.3dat 158.

In addtion,in civil copyright casemost courts hal that a defedant
in the United Stas who authorizes acts of reprodtion or distrbution
that occuroutside the country, standing alone, does ot violate Urited
Staescopyrightlaw sifficientto grarn United Staescoutts suectmater
jurisdiction. See Subafilms, 24 F.3d at 1091; Armstrong v. Virgin Records, Ltd.,
91F. Supp. 2d @8 634 (S.DN.Y. 200) (reviewng cases anmbncludng
that the Subafilms pogtion is mae acceped). But see Curb v. MCA Records,
Inc., 8B F.Supp. 58, 593 (M.D. Tenn. 1995); Expediters Int'l of Washington,
Inc. v. Direct Line Cargo Mgmt. Servs., Inc., 995 F. Supp. 46876 (D.N.J.
19998).

However, these rules do not bar a United Stes copyright case if an
infringing actioes ocaur in theUnited Sttes in wholeor in pat. Palmer, 376
F.3dat 1258;Sheldon v. Metro-Goldwyn Pictures Corp., 106 F.2d45, 52d Cir.
193) (holding that court had power over profits made from showing a
copedfilmoutsidethecourtry, becauseegaivesfrom wrichthe film was
printed were made in theUnited Sttes), P & D Int'l v. Halsey Pub'g Co., 672
F.Syp.142, 182-33(S.D Fla.198)(finding sbject-méer jurisdction
over copyright acton becauseamplaint aleged hat defendan copied
U.S-copyrighted flm in Florida and theshaved thefilm ininterratonal
waters aboard cuise ship) (citing 3 Nimmer on Copyright 8 1702, at 17%

Althoughno reported ciiminal cagsaddresshis ssuethecass dted
aboveprovidea soundlegalbasisfor prosecting crimina infringement
domesicaly whenat leasta pat of the defemdants infringing corduct
occured within the U.S. Chaligg mnspiracy also givesothestic
jurisdction over crimina copyright co-conspirators located outside the
United Sttes if their co-congiraors &t ingde the country. Seg, e.g., Ford
v. United States, 273 U.S.593 624(192) (holding that a conspirag/ charge
neal not rely on extrateritorial principlesif its objed crimeisin the U.S.
anda co-conspatorcommits anactin theU.S.to furtherthe conspacy;
United States v. Winter, 509 F.2d975 98 (5th Cir19%5).

For more ontte lack of exaterritorial applcation & U.S. copyright
law, see United Setes Qopyright Office, Project Looking Forward Sketching the
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Future of Copyright in a Networked World, Final Report, 1998 WL 34336436t
*132(199).

II.C.3. Venue

Crimes “legunin one dstrictand comm@ted hn andher,or commtited
in morethanonedidrict, maybeinquredof ard prosecutd n anydistrict
in which suchoffense was begun,continued,or comgeted” 18 USC.
§ 3237(rFew epated cases havedily addresskthis ssuan criminal
copyright prosecutions. See United States v. Tucker, 495 F. Supp. 607, 618
(E.D.N.Y.1980) (holding thaglthougidefendant residedutside @trict,
venuewas proper fograndjury irvestigaton into defen@nt'ssales of
counterfeit sound recrdingsbeawse“middleman” in dferdant's scheme
residel, and purchase washeadjuartered in district). Cassaddresing
venudn andogaus caessuggeshatverue walldbeproperin anydistrict
whee regroduction or digribution occured, or throughwhich pirated
works were shiged. Cf. United States v. DeFreitas, 92F. Siypp. 2d 272, 276-
77 (SD.N.Y. 20@) (holding in criminal trademak case involving
importaton ard digribution of counterfeit “Beane Badies”that offen®
wasa contiuing offense antthus vena wagroperin anydistrict where
the offensevasbegwun, continued, or conpleted, i.e where products
entered theU.S, were shipped, or sdd); United States v. Rosa, 17F.3d153L,
1541 (2d €.1994) fjolding thatin corspiray to trangort sblengoals,
venuewas proper where the agnemtwas ertered ind, or where any
overt act indrtherance of theconspiracy wsacommitted).

I1.C.4. The First Sale Doctrine—17 U.S.C. § 109
I1.C.4.a. Operation of the Doctrine

A common defens#o a clainmof infringement ofthe distritition right
is the “first saé” doctine,codfied in17U.SC. 8109 whichprovides hat
“InJotwithstanding the provisis of section 10@), he owner of a
particular copy ortpnorecord lawfily made urder ths title, or any
personauthorizedby sud owner,is entitied withoutthe auhority of the
copyright ownetp sellorotherwise dispose dfd possessiarf that copy
or phonoremrd.” In otherwords,onceacopyrightholdersels a givesa
specific copy tanother persorthe copyght-hobler generally cannot
control how that paticular copy is sutsequetly soldor tranderred. See
United States v. Moore, 604 F.2d 1228, 1232 (9th Cir. 1979); see also 2 Nimmer
on Copyright 8§ 8.12[B] (discussing first sale); 4 Nimmer on Copyright
8§ 1501[A][2] (discussing application of “first sale” in criminal cases).
Putting itin terms of tle purchaser's rights, the first purchaser and any
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subsequent purchaser of that spedfic copy nay futher distrbute or
disposef that paticular opy withait the copyrightaolder's primssion.

The first saé doctmedoesnot grantthe purch&eror anyone else the
right to make addiional copiesof thework he has.Makirg urauttorized
copies ofa lawfully-obtained wak still violatesthe law.4 Nimmer on
Copyright 8 1501JA][2], at 1510.Consequernty, thefirst saé datrineis a
defense onlagpinstanallegationf infringenentbymeans of distriltion.

Moreove, the frst sale doctrine mdne nvoked by a @fendcantonly
for the distributia of lawfully-made copies.lf copieswerepirated,thefirst
sde doctrine does nd apply. See United States v. Drum, 738 F2d 15@, 1507
(11t Cir. 1984)(citing Moore, 604 F. 2 at 1232); United States v. Powell, 701
F.2d70,72 8thCir. 1983)Additionaly,apersan may ot sdl or give away
hislawfu copywhile retaining a badkup copy, even a baak copy of
sdtwarethatis authorizedby 17 U.S.C 8§ 117. See 17U.SC. §117@@)2)
(requitngdestucton of ardhivalcaopiesif cortinued pssesion of original
copy cesses toberightful); see also 17 US.C§ 117(b) (abbwing transfer of
exactarchivalcopesonly with acomgetetrander of rights in the aiginal
copy). An unlawfully retadd backup copy can be an infringing
reprodiction. SeeSestion 11.C 6. of this Chapter for a discussion of the
“archival” exeptioncodfiedat 17 U.SC.8 1T7(a)(2.

The first saké dactrine protecs adeferdantonly if heownedhis @py,
not if hemerey borrowed o rerted it. In fact thefirst saé dactrinedoes
not “extendto [protect] any person who hasacaqiired possessioaf the
copy or phonorecord from the copyright owner, by rental, lease, loan, or
otherwise, without acquiring ownership of it.” 17 U.S.C. § 108) (enphasis
added). Thisis animportant distintionfor works suls as motiorpicture
film reelswhichare typically distuitedto movie theaters ued a lease or
similar arangenent ard business software, which is often distributed
subjetto a Icensing agrent.

It is na aways cleahoweer, whether a conmencial transactioof
copyrighted waks is legaly asak a a Icersingagrement which can
malke or bre&k afirst sale deense. Howthe parties charderize the
tramsadion to them®Mles or others maynot be controlling asa mater of
law. V\hen a compier user “purchees’acopyof software though a retail
chaind or other meas, the licersing agrementmay atualy aset that
the arargementis rot anoutrightpurchase ofacopy butmerey alicerse
to use the work. Bre these licensing agneats thedstword on the
subjet, § 1® woud notallowthelicenseto resell s software. Yet ma
couts haveredharaderizeda software publishershrnkwrap lcensing
ageanern as a sake when the publisher distributes its software through

60 Prosecuting Intellectual Property Crimes



retail channds. See Softman Prods. Co. v. Adobe Sys., Inc., 171 ESupp. 2d1075
(C.D. C4d. 201); Novell, Inc. v. Network Trade Ctr., Inc., 25F. Supp. 2d1218,
1230 (D. Utah 1997), vacated in part on other grounds, 187 FR.D. 657 D. Utah
1999); ProCD, Inc. v. Zeidenberg, 98 F. Supp. 640 (W.D. Wis. 1996), rev'd on
other grounds, 86 F.3d 1447 (th Cir. 1996); see also Krause v. Titleserv, Inc., 4@
F.3d 119 (2d Cir. 2M5); Mark Lemley, Intellectual Property and Shrinkwrap
Licenses, 68 SCal L. Rev.1239,1244 23 (1995) discussigcass) Other
couts have taén the oposie positon, howeve, holdingthat a copy of
software obtaineslubjectto licenses not subject tthe frst sale doctrine
or other berefits of “ownership.” See Adobe Sys., Inc. v. Stargate Software Inc.,
216F. Supp 2d 1051, 18 (N.D. Cd. 2(2); Adabe Sys. Inc. v. One Stop
Micro, Inc., 84F. Supp. A 1086, 189 (N.D. Cd. 2000); Microsoft Corp. V.
Software Wholesale Club, Inc., 129 F. Supp. 2d 9%, 1002 (SD. Tex 2000)
(citing Microsoft Corp. v. Harmony Computers & Elec., Inc., 846 F. Sipp. 208
(E.D.N.Y. 194));see also Lemky, 68S.Cal L. Rev. & 1244n.23.

Althoughno reported ciiminal cagsto date apgarto haveaddresed
this issue the question may yet arise in cagsinvolving “repadkaged”
sdtware in which sane elemens of the software package are genine,
while others are copied or dtered. See, .., Adobe Systems, Inc. v. Stargate
Software Inc., 216 F. Supp. 2d at %8 (rejectig argiment hat frst sale
doctine should aply to aademt versions ofsoftware repekaged and
sdd asrefal versions) In suchcags,prosecutors may wish to candder
other charges, suchas18 USC. § 238 (counterfeit or illicit labds,
doaumentationor packagng forcopyrightedvorks).

I1.C.4.b. Affirmative Defense or Part of the Government's
Case-in-Chief?

Couts disagre ago whether hegovernment must prose absence of
“first sde” aspat of its casein-chief in acrimind case See 4 Nimmer on
Copyright 8 15.01[A][2], & 15-8 to 15-9.In civil cags,"“first sak” is a
affirmative defense. See 2 Nlimmer on Copyright 8812[A]; H.R.Rep No. 94
1476at81 (L976) (It is the intent of the Canmittee therefore,thatin an
adion to degemine whether a defendant is entitled to the privilege
established by section {@%nd (b)the burde of proving whether a
particularcopy was made or acquiredshould rest othe defadant.”),
reprinted in 1976 U.SC.CA.N. 5659,5605.

Thebetter ruleis to gplythecivil rulein ciimina cases.See, e.g., United
States v. Larracuente, 92 F. 2 672, 673-74 (2d Cir. 192); United States v.
Goss, 8B F. 638, 643-44 (11th Cir. 1986); United States v. Drum, 733 F.2d
1503, 157 (11th Cir.), cert. denied sub nom, McCullock v. United States, 469
U.S.1061 (1984). There is no good reason for shifting an affirmaive
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deferse n civil cases tan elemdrof theoffen® incriminal cags,given
that he govenment must alreadyrove hatthe ddendant engaedin
infringemenwillfully. Yet sevelaases ate the opposite, thatin criminal
case thegovenmert mug negatdirst sak asanekementof the dfens.
See, .., United States v. Cohen, 946 F3d 43,434 (6th Cir. 191) United States
v. Sachs, 801 F.2d 839, 84 (6th Cir. 1986); United States v. Powell, 701 F.2d
70, 72(8h Cir. 1983); United States v. Moore, 604 F.2d1288, 1232 (%th Cir.
1979); United States v. Wise, 550 F.2d 1180, 1191-92 (%h Cir. 1977); United
States v. Atherton, 561 F.2d 747, 749 (9th Cir. 1977); United States v. Drebin,
557 F.A 1316, 136 (%h Cir. 1977); United States v. Wells, 176 F. Supp. 630,
633 (S.DTex199D).

I1.C.4.c. Disproving First Sale at Trial

The eaiestwayto negae thefirst sak doctine b bintroduce exdence
of reprodution of unauthorizedcopies Twotypes of circustantiaproof
typically suffice. F&t, the government can mtrodue evdencethatthe
defendant obtaned his copies ilegitimately. See United States v. Moore, 604
F.2d 1228, 1232 (9th Cir. 1979)(holding thatgovermrmentmay etsblish
abserce of first sale by circumgartial evidence aswell as by #&cing
distribution); United States v. Whetzel, 58 F2d 707 711-12 O.C.Cir. 1978)
(holding that tapes illicit origin wa shownby labels on tapeslisting a
manuacturer with a norexistent adess, tapesow price, and the
circumstances ofthdr sde), abrogated on other grounds, Dowling v. United States,
473 U.S.207 (1985). Fators indicatinghat copes wee obtairdillicitly
include hesak d cogesata pice farbelow the kegtimatemarketvale,
the distrilution d copies of nferior quality,the existere of copés with
identical serialumbers, andhe presrceof fake informaion on the
copes such asafake addres for the manudactuer, fictitious labelspr
sdes under suspicious drcumstances. Seg, e.g., United States v. Drum, 733
F.2d 15031507 (11t Cir. 1984) (rebuttal of first sde defenseincluded
directard crcumsanial evidere comremning fictitiouslabds, low prices,
and clandestine sde); Whetzel, 58 F.2dat 712 sale otopies btapes from
the back of a van & parking lot)

Seond, the gosrnment can introdue evdencethatthe copyright
holder nevesot copie®f thework atall,whichshowghatthe defadant
could not have obtaned ownership of legtimate copes. See United States v.
Sachs, 801 F.2d839(6th Cir 1986) (holdingthatgowernmentnegaéedthe
first sale dorine with espetto movievideotapesvith evidene that he
origind movies hal newer been sdd legtimately in same format); United
States v. Drebin, 557 F.2d 1316 (9th Cir 1977) (holding thatgowernment
provedthe alserte d first sak throughevidencehatcopyrighted moves
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hadneve bee sold or transferred and that licenses transferring limited
rights fo distritution and exhibitin o the films fora Imited time wee
not “sales” for purposes of the first sde doctrine). But see United States v.
Atherton, 561 F.2d747(%th Cir. 1977) (holding thatgowvernment faiedto
provethe alserce d first sakbe@useathoughthe cyrightowne neve
“sold” film copiesit permitteda mgor televisiometwork to permaently
retaincopiesandsod scra film to salvageompay forconsiderton, all
of whichfell within the definition of first sale and could have been the
defendant'ssour@).

The goernment neechotacount forthe distrilution o every copy of
awork. Seg, e.9., Moore, 604 F.2dat 122 (“[T]heGovernnentcan prove the
abene o a first sak by showing that the [copy] in question was
unauhorized,ard it canesablishthis pioof . . . by crcumsanialevdence
from which a juy could conclude beyond a reaonable doubt thahé¢
remrding wasneverauthorized ad therefore neve the sibjectof a first
sde.”); see also Sachs, 801 F2dat 84 (holding tht the governent neeahot
traceeverysingle cqy to its origins, because “[t]he aherrecmgnrzed
method ofsatisfying [the first sale] doctrine is for the gowernment
to. . .shav tha the copiesin question haveillegtimate origns’); Drum, 733
F.2d at 507 (“ The government mg prove the absencé a firstsale by
directevdenceof the ource d the grated ecadingsor by circumsanial
evidencethatthe recordng was never authorized.”) (citations omitted);
Whetzel, 589 F.2dat 711(“It was notrequiredto disprove every
conceiable senario in which appellantwould be imocent of
infringenent.”).

I1.C.4.d. Special Rules for Rental, Lease, and Lending

Although the firstsale doirine extends to amost alltypes of
copyrightedvorks, ithas some limitatisnaith respect to soe types of
soundrecordings andompuer prograns, whichgenerally may be resold
or given awy but cannot be rentecdsd, or loared without the
copyright-owner's pemisson. See 17 U.S.C. 809a),(b)(1)-(2)describirg
exceptionandthe ypes of ompuer program thatdo not quéify for the
exception); but see 8 1®@(b)(2)(A) (providinthatthisdoesnot apply tothe
rental, leaseor loanof a phonorewrd for nonprofit purposesby a
nonprofit libraryor educatinal ingitution). Regadlesstheunauhorized
(and thusinfringing) rental or lending of saundrewrdingsandcomputer
programs isnot sibject to aimind pendties.See 8 1®(b)(4).

Although uwauhorizedrentalor leasng of certain types ofvorksis
not diredly subject tacrimind sarctions, busnesesthat adertise or
enga@ein this typeof condwct mightstill be subject to criminabpyright
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infringemert perakies For example, assume that a busnes rerts CDs
containng rusic andelk its cusome's to“burn it and eturn it,” i.e.,to
make a copy beforbringing it back Would the aboveules exapt this
busines&rom criminal prosagion? n the one hand, ¢hansweappears
to be “yes; sincel7 USC. § 1099)(4) statesthatthe unauhorized enl
of sound recrdings*“shal not be acriminal offerse” On the other hard,
this condud may exendbeyondmere“unauhorized rertal’ to active
sdicitation, aiding-ard-aketting, or conspiracy to commit criminal
copyrightinfringemen No publishedcase haveyetaddressd his ssue.

II.C.5. Fair Use

The far use detrine alows peode n cettain circumsan@sto use
copyrightednderialin ways the copyght ownerhas notuthorizedand
might even forbid if asked. Far usesare generaly limited usesfor useful
or bereficial purposeswith minimd impat onthe maket for the work.
Codfiedat17U.SC. 8§ 107 the fairusedoctrine abws people to
reproduce o othewiseuse opyrighted waoks “for purposes such as
criticism comment,news reportingeaching.., sholarshp, or research”
andother, unspecfied, purposesanduses.

Far use $ defgnedto ersurethattherights d autlors ae balanced
with the interest of the public in thefree flow of information. See, ¢.g.,
Piere Leval, Toward a Fair Use Standard, 103 Harv. L. Rev. 1103, 1110
(190).Congras has noted thatfaiseis themost inportantlimitation on
the extusiwe rights ganied ceyright ownes, H.R. Rep No. 941476 at
66 (1976), reprinted in 1976 USC.CA.N. 569, 568, and the Supeme
Court has charactezed fair useas one ottopyright aw's builtin
accommodations tothe Firda Amendment. See Eldred v. Ashcroft, 537 U.S.
186, 20-20 (2®3).

By design, th fair use dlctrine isfluid and applies @accordéhg to
definite rules, bu rather accordingto a multi-factor babncngteg. See H.R.
Rep. HA-1476, at & (1976), reprinted in 1976 U.S.C.C.A.N. 565 5@0. The
statute cites four non-exdusive facors:

(1) thepurmposeand dhaiacer of the use,including whether such
use isof a canmercial nature or is for nonprofit educational
purposes

(2) the nature of the copyrightedwork;

(3) the amont and substantiatibf the porton usedn relaton to
the copyrightedwork as awhole; and
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(4) the effect athe tseupon thepotental market for or valueof
the copyrighted work.

17U.S.C. 807. Other mspecified faors maybe approgate It would be
difficult to articulate a more determinate set of fair use rules,given the
variay of copyrighted waks, ther usesard the situaions n which they
canbe usal. Conseqgently, both throughcaselaw and stautory
codfication,fair usehashistoricalf beendecidad on a case-byase basis
looking at the totdity of thefacts at hand. See H.R. Rep No. 94-1476, at
65-66 (1976), reprinted in 1976 U.S.C.C.A.N569, 5679. Although the fair
use doctrine hasdeveoped primarily in civil caes, thoseass hawe
precedentid wedght in aimind cases too.

The firstlistedfactor toconsider ishe purpose ancharacteof the
usel7 USC.8§ 1071).A commera@luseispresumpively urfair, whereas
for a mncomnercial,nonprdit activity, “[the contraly presimption is
aporopriate” Sony Corp. v. Universal Studios, 464U.S. 417449 (184).
Newertheless, “the mefact that ause is educational and not for profit
does notinsulate itifom afinding ofinfringenent,any nore than he
commecial charaderof ausebars afinding of farnes.” Campbell v. Acuff-
Rose Music, Inc., 510 US.569,584 (994) Anothercondderaionis whether
theuse s“trarsformaive, "or addssanehing rewor differert beyond a
mere epackaging or restatement of the ariginal “Althoughsuch
transforméve usdsnotabsolutely nessaryfor a finding offair use, tte
goal of copyght, b pramote science artle artsisgenerally furtherefly
the credion of trarsformaive works.” Acuff-Rose, 510 U.S. ab79 (citation
omitted); see also Levd, 103Harv. L. Rev at 1111 (“The usemust be
produwctive andnust enploy the qotedmatter in aifferent manner or for
a diferent purpose from the original A quotation of copyrighted matseal
that merby repackages or republishes the oginal § unlikely tgass the
teg.”). If awork is trarsformaive, other fadors that normaly weigh
agand finding of far use,suchasthe commeralnaureof the use bear
lesswdght. See Acuff-Rose, 510 U.S.a 57.

The second listed factor is thenaure of the copyrighted work. See 17
U.S.C. 8 T02. “This factor cds for recognition that some work are
closertothecoreof interded copyright protedion thanothers.” Acuff-Rose,
510U.S.at 586. Faiuse isnore difficuk to estalishin theuse offictional
or purelycreative or fanciful works, as opposed to more factr
histaical fet stil copyrghtable) works, such asmlledions of public
figures or depttions d newswathy evens. See id. at 586. “The law
geeralyremgnizesagredernezdto dissemhate fadud worksthanworks
of fiction or fartag.” Harper & Row, Publishers, Inc. v. Nation Enters., 471
U.S. 53, 58 (185.
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The thid fador is the arount and substatiality of theusein relaton
to the copyrighted work asa whole See 17 US.C8 10/ (3. A defense of
fair use $ ksslikely to succee if the portion of the cpyrighted matdal
usdl is sipgtantid in guantity or importance. See Harper & Row, 471 U.S.
at 561-65 (holding news rgaine's 30Qvord except of book not to be
fair usebecaisequotedsections wee key passags). Hbwe\er, a use can be
fair even if it copies the enire waork. See Onling Policy Group v. Diebold, Inc.,
337 F. Supp. 2d1B5 (N.D. Cal 200%) (grarting summay judgment to
grow that had published voting madine marufadurer's entie e-nail
archive to puHicly expose machines' flaws); Kelly v. Arriba Soft Corp., 336
F.3d &1 (%h Cir. 2@3) (holding @éfendint's copyingf entre imags to
crede onlne searchable ddase of “thutnnaik” was fairusg.

The fourth fador is how sulstanialy the useaffecs the pdential
market for the copyrighted work or the work's actual value. See 17
U.S.C. 8 10(4). “[T]o negae fairuseone reedonly show thatfithe
challengedise'shouldbecone widespreadit woud adrersely affect the
potential market for thecopyrightedvork.' Thisinquiry nust tale acount
not only d harm to tke originalbut also of harm to tke market for
derivaive works” Harper & Row, 471 U.S. ab68 (citatios omitted). The
Syprenme Qourt has emphasideghe importance of thifactorm cases of
noncommercial use Sony, 464 U.S. at451 (“A challenge t@a
noncomnercial e of a copyrighted workequres prof either thatthe
particular uses harnful, or thatif it should becomwidespreadit woud
adversely affect the potentid market for thecopyrighted work.”). See Harper
& Row, 471 U.S.at 540-41 (finding that harm to potential marketwas
indicatedy fact tlat magazinecanelledits contract taeprintsegnent of
book after defedant published article aqting extasively from book).

Agan, thee ae ron-exdusive facbrs that may be sippemeneéd as
techndogy andcircumstances reguire. See 17U.SC.§107.

II.C.5.a. Unpublished Works

A defendart's use of annpulbiished cpyrighted waok may qualy as
a far use. Earlier decisions focused on the fact that a work was
unpublished(or not yetpublished) infindingagnst far ue.TheSupeme
Cout then held that thenpublished naturef work is a “'’key, though not
necessxrily determinative, factor' tendingto negte a defense of fair use”
Harper & Row, 471 U.S.a 552-54 (quaing S.Rep. No. 94473 a 54
(19%®)). In 192, however, Congrss anended 17 U.S.C. 8107 to meke
explicit that “[t]he fat thatwork is unpublishedshall not itself bar a
findingof far use if such finding is made upon congleration of all the
alovefadors[in §10711)(4).” Act of Oct. 24 192,Pub. L. No. 1(2-492
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106 Sat 3145 (199). In fad, this act's sole purposewasto amerd 17

U.S.C. 8107 with this provisionThe &t's legislive history repededy
underscore thatCongres inended there tobe noper se rule karring the
fair useof unpublished works.H.R.Rep.N0.102-836, & 1 (1992), reprinted

in 1992 USC.CA.N. 2553, 2553. Thwa pimarly, but not excusively,
out of concen for the need ofbiographershistaians,andpublshers
concemed with courtdecisions that suggested that they could not use
unpublishedmaerialof historicainterest—sud astheunpuwlishedetters
and dialiesof mgor authors or public figures—in books or other serious
treatments of historical figures and ewents. See H.R. Rep No. 1(2-836
(citing Salinger v. Random House, Inc., 650 F. Supp. 4B (SD.N.Y. 186), rev'd,

811 F.2d 90(2d Cir.),cert. denied, 484 U.S 890 (1987); New Era Publ'ns Int'l,

ApS v. Henry Holt & Co., 684F. Supp 808 (SD.N.Y. 1988); New Era

Publ'ns Int'l, ApS v. Henry Holt & Co., 6% F. Sypp. 1438 (S.DN.Y. 198),
aff'd on other grounds, 873 F2d 576(2d Cir. 199)). Congres heedd this
tesimony ard thereater amendethefair usestatutetoincludethe far use
of unpublished waks, not limitingit to works of historic vaue.

I1.C.5.b. Fair Use in Criminal Cases

Althoughthe far usedodrinehasbheendevelopedmainly hrough civil
cass, itis a defese toa charg of nfringement,andthus aégtimate
defersein criminal cagstoo. Howeve, fair usehasrarely beendevebped
in criminakcase,mostlikdy becaiseprosecutors are retaat b prosecte
wherefair useis a seriousssue A far usis not aninfringing ue, and
without anmfringeament there are ngrounds for copyright fmsecution.
See 17 USC. 8 107(“[T]he far useof a copyrighted wak ... is rot an
infringenent ofcopyright.”); 17 U.SC. § 504a) (spedfying grounds for
prosecting “[ajhy person whoinfringes a copyright”) (emphasisded).
Moreove, adefendant who beéévedin good faithhat he was engimg in
fair use haaconplete @&fensdo the nensreaelenent,which reqgires the
gowernment to prowe that thedefendantinfringed willfully. Se Section
[1.B.2.a0of thisChapter(Asindicatedn Sectionll.B.2.b, a badfaithclaim
of fairuse ontheotherhand mighthelp estaidhwillfulness.) Prosecutors
are—and generally should be—rductan to see&k charges where the
defendant acted“for purposessuch ascriticism,commen, newsreporting,
teaching...,scholaship, or research” or any other usewith abendicial
public purpose See 17U.SC.8107.

When the defendant is chamged wih violating 17 USC.
8 5@B(a)()(A)—infringement for purposes of commercial adantageor
private financial gain—fair usewill ordinarily not be a defensebecause
commercia uses ae presumptively unfair. Sony, 464 U.S. at449. On the
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otherhand,sanecommeralusessuchascommerdal paradies d other
works, hae bea found to befair. See Acuff-Rose, supra.

Becaus d the far use dotrines mncernwith noncommeral uses
far ueismorelikdyto pose a grificant deferse n criminal cagesthatdo
not allege gorofit motive, sich as large-scak infringemenunder
8§ 506(a)(3(B) and certain 8§ 5@§(1)(C) offenses. Hovery atleast one
cout has rjecked far use agumens na cvil cag agais pee-to-peeffile-
traders who hadno drect commercia motive. See BMG Music v. Gonzalez,
430 F.3d888,890(7th Cir. 20®) (finding that a peer-t@peer usr who
downloadd a least 30 and as many as 1300 songs, and kept them, did
“not engag[] n a naprofit use”for purposes of famseanalysis).

That said, there ia wide gif betwea the typical criminal copyght
caseaard thetypicalcasean whichfair useis alegtimatedeferse.ln mog
criminal cags,the deferdantdoes not even arguaby a¢ “for pumposes
sud ascriticism comment, newseporting, teaching ..., scholarship, or
reseach.” See 17U.SC. § 107. Furthemore, many criminal proseations
involve the wholesaleg@tyof commerciallypopulamworks inwhich a fair
usedefanse wold be unarcu by the fair usedctors concernig “the
amourt andsulstaniality of theportionusednrelatonto the cyrighted
work asa wholé€,and“the dfect of the usaupon the potentl marlet for
or valueof the copyrighted work8 1073),(4).The works aregenerty
coped ntheir enfrety, ard thewide avdabiity of the free pirated cpies
(whidh suffer no degdationin quality n digitalform) can hag a dratic
effed on the potential maket for legitmate work. A streg showing on
thesefadorswill help overcomethe resaimption thatnoncommeraluse
is far.

II.C.6. “Archival Exception” for Computer Software—
17 U.S.C. § 117

Setion117 o Title17providesalimitedexceptionto the blanket rule
agamng copying,byalowingone who owns acopy of acomputerprogram
to copy he programes necessary to use the programr do machine
maintenance or repair, and as an archival backup, subject to certain
limitations.Speifically 8 117(a) provi@sthat “itis rot aninfringenent of
copyright forthe owne of a copy of a computer programto méake or
authorize hemakirg a adapation of that compute program” undentwo
circunstances. The first is if the making of the copy or adaptation is “an
essatial stepn the utilization of the computer program inconjunction
with amachmne,andthat[thecopy]isusedm no othermanrer’ 17 USC.
§ 1T/ (a)(). Essatially, ths dlowsthe laviul owner ofa piece of softare
to ingal it on hismachine,evenif doing sorequiescopyingthe grogram

68 Prosecuting Intellectual Property Crimes



from a CBROM to the hard dve or badng t from the harddrive into
RAM, both of which are corsidered reproduction under copyright law. See

Micro-Sparc, Inc., v. Amtype Corp., 592 F. Supp. 3(D. Mass. 198) (hotling
that purchasers pfograns soldn printedform do not hfringecopyright
by typing coce into computer in order to usethe progams); Summit Tech.,

Inc. v. High-Line Med. Instruments Co., 92 F. Sypp. 29 (CD. Cal 196)
(holding that owners of opthamdogicd lasersygsemdid not infringe
copyright byturning on sytem to u< it, causing copy of manufacturer's
data tabe to beloaded into g/stem RAM). Cf. MAI Sys. Corp. v. Peak

Computer, Inc., 991 F.2d511(9th Cir. 1998) (holding that ladng of
copyrighted sdtware into RAM by service company constitutes
reprodiction)

Thesecondircunstancen which 8117 dlowscopyingds if the copy
is “for archivapurposes only and that atchival copies adestroyedn
the evehthatcontinued pssesion of the canpute program slould ceas
to be rightful.” 17 U.£.8 1T7(a)(2. This povisionallows oe who owns
a pgeceof sdtwareto make a ackupcopy for sdekeging, but requies
him to destroy hidackup copies if he sells or otherwise transfers his
originalcopy ornif hisownership dterwise casego be rightful.

A thirdsubsetionof Section117 providesit is ot aninfringenent for
a machine'swneror lessee to nk& or auhorize the naking ofa copy of
a conputer progranif the copys male sokly asaresut of the activeion
of amachinecortaininga bwfulcopyof thesdtware andthe cyis ugd
soldy to repair ormaintainthe ma&hine,andis destroyedimmedately
thereafter. 17 U.SC. § 117(c); see also Storage Tech. Corp. v. Custom Hardware
Eng'g & Consulting, Inc., 431 F.3d134, 1F5 (Fed. Cir20®).

Secion 1175 ecepions kendit the “owne of a copy of a canpute
progam” or, in the caeof machnerepar andmairtenarce,“the owner
or lessee of amechine” 17 U.SC. § 1174)(c). Howeve, becausenog
computer softwares dstributed subject to a license, rather &n a
conventionaloutrightsale, th questionarises (imuch the sane wayas it
doesin the ontext of “first saé” under 8 109)whether § 117alows
copying byaperson whohas égaly oltained a cop of a computer
programbutlicenseratherthan“owns” the softwareSee the discssion
of first saé in Secion I1.C 4. of this haper. Aswith theandogaus frst
sde question, @urts are plit on theissie. Compare Krause v. Titleserv, Inc.,
402 F3d 119 Zd Ci. 2005) holding clentto bean“owner,; for § 1174)
purposes, ofopies ofcomputer program witten for it by consultant
despite lack of formal tile in copes, becae ithad paid consultant to
develop progransfor its soé benefitcopies were stored orecii'ssener,
and client hadright to use or discard copies astisaw fit)with
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CMAX/Cleveland, Inc. v. UCR, Inc., 804 F. Sipp. 337 M.D. Ga 192)
(holding that kkense of copyrigted computer softwaresystemand its
employees wergot enttled to computer program owner's defense to
copyright-haer'scopyrightmfringanent actionbecase the licensead
employees aver‘owned” cqy of the program,andtherewasevidence
that the licenseavasgoing to market its progam); c¢f. ISC-Bunker Ramo
Corp. v. Altech, Inc., 7656 F.Sypp. 1310 (N.D. Ill. 1990) (holding defadant
not entitedto § 117 exceptiomecaseit acquiredcopy from corpetita
andpossessiowasunauhorized.

Some slersof pirated sdétwar disphy adisclaimer o other notice
claiming thatheir distribution of unauhorized copiess somaow
permttedunder 17U.S.C. § 11Bwh claims areaseles#lthough there
are no reported criminal cagsaddressing this defense courts have
interpreted 8 117 narowly. See, e.g., Micro-Sparc, Inc., 592 F. Sypp. a 35
(while§ 1T allowedwners of wttencopyof sour@ cock to ype itin to
their owncomputers, it @ not pernit third-pary busnes to typein
saurcecodeandsel it ondiskette) Moreove, thefad thatadeferdantwas
sufficiently awaref copyright isses to ma& a frivolous dbadfaithclaim
of compliance with § 117 may help establish willfulness Cf. United States v.
Gardner, 860 F2d 139,136 (/th Cir. 198§ (holding “Noticeof Wamning”
by seller b“black oxes’ for reeiving unauthorized cabk television,
disclainng labiity for any illegal ses, “establish[¢bht he was well aware
tha hisactions were unlawful”); United States v. Knox, 32 F3d 73,753(3d
Cir. 1994)(rejecing argumat that dischimersin brochure stating that
child pornography videoswele kegaldisproved hemens rea elemat and
beause'[i]f arything, the ned to professlegaity stould have aérted
[defendant] to the films' dubious legality”); Rice v. Palladin Enters., Inc., 128
F.3d B3 2% (4th Cir. 1997) (holding that ury could find the “For
acalemic study only? disclamerin promotional salescatalog for “H it
Man” book “to be transparent sarcadesigedto intrigueand enticg).

II.D. Special Issues

Most of the specialissuesin criminal copyrightlaw concerning
regstration, Internet pirag/, andpre-release piracy hawe bea addressed
througlout the substantive sans ofthis chapter. Psectors who
enmouner spechl issueghatar ot otherwiseaddesed m this dager
should cordactCCIPS a(2®) 514-1026 to sugestthemfor anupdate to
be published ithe electromi edtion d this Manual.
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I1.E. Penalties

II.E.1. Statutory Penalties

Whereaghe substantive crinod copyright mfringement b set for
at17U.SC. §50() the perakiesfor that condwct are set forth a 18
U.SC. § 239. See 17 USC. § 5064) (“Any person who infringesa
copyrighwwillfully ... shallbe punishedasprovided unde sectior2319 of
title 18, Unitedt&tes Cod.").

A misdeneanorcarries @entencef upto one year of imprisonment
and a $100,0080ine or twice the monetary gain or loss. See 18
U.SC. 882319(h(3)(0)(3), 3571 (h(5). For the crimes hat quaify as
misdeneanors, see ®nll.B.5. of this Chapter.

A first-time felony conviction under 17 U.SC. § 506@)1)A)
(numbere 8 5064)1) before the April 27, 2005 amendment) cariesa
fiveyear maimum £nterce of imprisonmert and afine upto 50000
or twice tle nonetary ga or lossyepeat offeners facehe saméine and
tenyeas of imprisomment. 18U.S.C. §8319(b)(1),(2)3571()(3),(d)
(spedfying finesfor Title 18 offenseswhere the fineis aherwise
unspeified).

A firsttime felony cawiction under 17 U.SC. § 506(a)(1)(B)
(numbered § 506(8)(2) before the April 27,2005 ameatmens) cariesa
threeyear maximum rterceof imprisonmert and afineup to $5Q000
or twice tle nonetary ga or lossyepeat offeners facehe saméine and
six yeardmprisonmat. 18 US.C88231(c)(3,@2), 351 (b)(3),(d).

A first-time felory convictiorunder 17U.S.C. § 5@6)(1)(C) (newly
ermadedon April 27, 2005) cariesathreeyear maximum erterce—five
yearsif the dfernse wa committedfor purposesof commecial advantage
or privat finarcial gan—and afine of $2500000r twice the monetary
gdn or lossrepeat offendrs faceéhe saméine andwice he jailtime (six
or tenyears, depending on whether theflense wa committed for
purposes of prafil8 U.S.C. §8 23d), 357(b)(3), q).

II.E.2. Sentencing Guidelines

All sentencing wdeline $swes concerning the criminal copyright
statute areovere in Chapter VIl of tis Manal.
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II.F. Other Charges to Consider

Prosectors maywish b consiler thefollowing crime inaddtion to
orinlieu d criminal copyright charge.

* Aiding-and-abetting, inducement, and conspiracy

Prosecutors may, forthe usal strategic reasons, wih bring
accesay chages suchasaiing-and-abetting a inducemety 18 USC.
82, or coniracy, 18 U.SC. §371. See, e.9., United States v. Sachs, 80L F.2d
839 (6th Gr. 1986) (affirming conviction for aiding-and-#&etting, and
conspiring to infringe, N motionpicture copyright mingenent case);
United States v. Allan, N0.95CR-58-01, 2001 WL 1152925 (E.D. Pa. Sept.
18 2001) (denying mtion to vacée sentence on def@ent's convictions
for, among othetthings, opyright nfringement,aiding-aneabettingand
conspiracy).

Aiding-and-hetting or nducenent ofcriminal opyrightnfringement
under 18 U.S.C§ 2 aresimilarto the “inducenent” theoryof seconday
liabilty theSipreme Cout recently endorsed MGM v. Grokster, 545US
__, 125 S Ct. 2764 (2005). AlthoughGrokster is a cvil ca®, further
decisionsn the @aseon renand aswell & sbseqient civil itigaion onthe
sane topc, wil likely provide frther gudance an how an induement
theorly may ke aplied n criminal copyright cags.

* Trafficking in recordings of live musical performances,
18 U.S.C. § 2319A

As dicused n Secion 11.B.1 a.of this Chager, awork mustbe fxed
in a tangible medum in order to erjoy cyright protedion. Thus, live
musicd performarces are not proteded by copyright unless they are
“fixed” by an aui@ recordngauhorizedbythe performe. Howeer, te
law providesopyrightike protetions forlive musical performars by
prohbitedunauhorizedrecordngs ofsud performancg and trafficking
in swch recordings. See 17U.SC. § 1101 (providng avil remalieg; 18
U.S.C. 8§ ZIPA (criminal sanctions). These protections were enacte in
1994 in partto conply with obligations wer intemational copyright
treaties thet require protection for musica performances. See Uruguay
RoundAgreements Act, Pub. LNo. 103-465, 108 Sat. 4809 (1991).
Spedicaly, 18 USC. § 2319A4) suhect  criminal sanctions

[wlhoever, without # consent ofthe performer or pesfmers
involved knowingly andor purposes of comancial advantage or
private financiajan - (1 fixesthesound orsound and imayes ofa
live mustal performancein a c@y or phonorewrd, or reproduces
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copesor phonorecadsof suchaperfformarce fom anunauhorized
fixation;(2) trarsmits or otherwise comunicate tothe publec the
sounds or sounds and imagsof alive muscd performarce or (3)
distributes or o#frs todistribute sells o offers b sell rents oroffers
to rent, or traffics inany copy ophonoecordfixed as @scribedn
paragaph (1) regadles of whether the fxaions occurrd in the
United Stags.

Although sane unauttorized ecadings or trade m unauhorized
remrdingsmigh beprosecuedasinfringemenof theundetyingmusial
composiion performel in the recorihg, 8 2319A specificayl targés the
makirg ard didribution of thes so-cdled “bootlegged” musgial
reamrdings.

Each of 8 2319A's threesubsedions proteds a differert right of the
performing artisParagaph (a)(1)@hibits fixing the sounsl orimages of
a live musical performance in a tangible medium. See 17 U.SC. § 101
(defining fixation). But see United States v. Moghadam, 175 F3d 128, 1274
(11h Cr. 1999)deciningto decide wletheralive performancas fixed at
the time of performandgeParagaph (a)(2) whibits transmittinghte
sounds orimages ofa live musical performarecto he public.This
subsetion wasintended to apply to the unauhorized transmissionfo
bootleg performanes thraigh radio or television, and not o the
unauhorizedreproduction of previoudy recaded hut unreleasd
performamses, i.e, studio out-takes The later should be conslered for
prosection ascriminalcopyrighinfringenentor, if labeled, trafficking in
counterfeit labels, documentation, or padkaging. See Chapter VI of tis
Manwal.Paragaph(a)(3)rohbitsdistributingo the public otrafficking
in anyfixed ecadingof alive musitalperformance.

Under eab subsetion, the govenment must aso prove that th
ddendant acted (1) without authorizaion from the pefformerinvolved;
(2) knowingly; and (3) for purposes of comercial adantageor private
financialgan. SeeSection|l.B.4. of this Chapter for detailed discssion
of the cormercial motivation eleme

Setion2319A is afive-yarfelony (ten yea forrepeat offeners) with
a fine of $250,000 or twice the moneary gan or loss, see 18 USC.
88 2319A) 3571(b(3)(d), and is setenced underthesame gudieineas
are copyright cringeU.S.S.G. § 2B5The statut@rovides for madaory
forfeiture and destruction of all infringing items upon a defendant's
conviction. See 18 U.S.C8 239A(b),(c) Further, a viation of § 23.9A is
listedin 18 US.C8 1%1(1)(B) as a RICQredicate. It was inserted into
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RICO by the Anticounterfeiting Consume Protection Act,Pub. L.No.
104-1538 3, 11(5tat. 138 (196).

The conditutionalty of 18 USC. § 2319A4ndthe related cvil satute,
17 U.SC. 8§ 101 has keen challengeahn the basighat,in the area of
copyright, Congress may regulate only “writings” and only for “limited
times” see U.S. Constart. |, §8,d. 8,and that § 231L9A (which hasno
time limit and applies to live peformances) exceeds those limits. See
Moghadam, 175 F.3d a 1274-77; United States v. Martignon, 346 F. Sipp. 2d
413, 43 (SD.N.Y. 2(4); KISS Catalog, Ltd. v. Passport Int'l Prods., Inc., 406
F.Supp2d 1169¢ D. Cal 2005)The caeshave readd dfferent resuts.
In Moghadam, the coutt rejected the defendant's claim that § 2319A wa
invalid becase itreguated perforrance thatwerenot “writings,”and
uphdd the corstitutionality of § 2319A asa \did exercise of Congesss
Commerce Clausepower. See 175F.3d at1282.Howeve, the coutt alko
ackrowledged wthout decding be@usehe quesbn wasnot preerved
on appead) thatthestatutemay fae “ammthercongitutionalproblem under
the Copyright Clause,” which allows\@ess to prtect works only for
“limitedtimes” Id. at1274 rQ, 1281 .The Martignon court held the statute
uncanditutional, corcluding tha Congressmay mt execiseits Commerae
Clawse power tenad a “copyright-like” statute not subject to he
conditutional restrictions oncopyright laws. Martignon, 346F. Supp 2d at
422. In Kiss Catalog, the district court initialy found 17 U.SC. §1101
unconstitutional, citing Martignon, but onrehearingacaedits degsion and
upheld the gtatute, relying onMoghadam. See KISS Catalog v. Passport Int'l
Prods., 3D F. Sipp. 2 823, 837 (C.D. Cd. 2M4); Kiss Catalog, 406 F. Supp.
2dat1172-73.

Variousstatesako criminaize taffickingin bootleg ecadings

* Unauthorized recording of motion pictures in a motion
picture exhibition facility (“Camcording”), 18 U.S.C.
§ 2319B

The Famly Entetanmert and Copyright Act, Pub. L. No. 189,119
Stat 218 énated Apil 27,2005), created a ew ciminal offeng that
targes “cantordng,” theuseof cantordersandsimilar deices to ecord
moviesplayirg in public move theders. “Camcaded” cgiesof movies
areasignificant source of pirated movies, and sales of camoorded cqpies
of moviescanbe especialy harmfulto copyright owne's, becausehey
typically are createdhd dstributed whenthe movie is avalable ony in
theaters andot on DVD or other formats. H.R.Rep. No. 10831),
reprinted in 205U.SC.CA.N. 220.
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The elerents ofan offense uret 18U.S.C § 2319B arethat the
defendant(1) knowingly, and (2) withobetauthorizatioaf the copyright
owner, (3) usedr attenpted to use an diovisial recording ehice, 4) to
trarsmit or male acopy of a motia picture or other autbvisual work
protectedunder Titke 17, (5)from aperformaceof such workin a notion
picture ekibition facilty.18U.S.C. § 213B(a). The mamum punishment
for the offense is three years (sixyears for repeat offenders). Id.

Secion 2319B's mengearequiements bwe thanthe “wilfulnes”
requiremen for criminal copyright offen®s: a § 2319B ddfendantneed
only act “knowingly.” Aditionall, it is notnecesay to show
infringemenof acopyright Raher, thegovenmert neal orly show that
the defadant was transmitting or copying (oattempting tdransnit or
copy) a copyrighted motion picture without the copyright owner's
pemission. Although thedefensedo infringenent se forth in Title 17
would not gply to a posecution under 18 U.SC. § 2319B, the staute's
legisléve history indicaesthat Congres interded prosectiors o avoid
prosecuting cases thet would be deemed “fair us€’ under copyright law. See
H.R. Rp. No. 109-33(1l), at4, reprinted in 2005U.SCCA.N. 220,223.

An “audiovisual recordng dewce” is definedas a “dgitalor analog
photagraphic or videocanera, or any other techogl or deice capable
of enabligthe recordng ortransnissia of acopyrightednotion gpcture
or other audioisualwork, or anypartthered, regardtssof whether
auiovisud rearding is the sole or primaly purposes of the deae.” 18
U.SC.82319B8g)?2). Thiswould appea to gpply to cameaphones PDA
phones, andigital ameras(especially tls® caplale ofrecording ideo).
Comgres,howeverjntendedhat the offenseshould na cove incidenal
uses ofthese deicesin a theatereven thowgh sub uses cdd violate
other statutes (sich asthe copyright laws). See H.R.Rep No. 109-33(, at
2-3, reprinted in 2005U.SC.CA.N. 221-22.

Theoffenseapplesonlyto cantordngin a “motion picture ekibition
faality,” whichis defnedby rderence to that same term n 17 USC.
§ 101: “anovie theakr,screeimg raom, or otherverue hatis keingused
primariy for the exhbition of a copyrighted motion picture, if such
exhibition is open ¢ the public orismacde to anassenbled grop of
viewers outside of anormal circle of family and its sacial aqquaintances.”
The termincludescommecial movie theders and mayalso apply to
generaly non-public or guas-public spaessuch asauniversity auditorium,
butonlywhen seh a vena is feing usé as a public” exhibitn faciity
a the time of the offense See H.R.Rep No. 109-33|), at 3 reprinted in
2005 U.SC.C.A.N. 222 (stating that “open tahe public” is ntendel to
refer to the paticular exhibition raher than thevenue generally).
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* Trafficking in counterfeit and illicit labels, and counterfeit
documentation and packaging, 18 U.S.C. § 2318

This B coveedin Chapter VI of tls Manal.

* Trafficking in goods and services with counterfeit
trademarks, service marks, and certification marks, 18
U.S.C. § 2320

Se Chapter Il of tis Manal.

* Digital Millennium Copyright Act (DMCA),
17 U.S.C. §§ 1201-1204

The DCMA provides criminal penadts fordismantling the electroni
locksthatare ntende to prevent people fom accessing or copying
copyrightedvorkswithout pemission, for trafficking in “electronic
lockpicks,” andor faldfying or removing copyright managnent
information.SeeChapter V oftisMantal.

* Unauthorized reception of cable and satellite service,

47 U.S.C. §§ 553, 605 and 18 U.S.C. § 2511
* Economic Espionage Act, 18 U.S.C. §§ 1831-1839

For steaingtrade serds, whethercopyrighted @ not. See Chdapr IV
of this Manal.

* Mail and wire fraud, 18 U.S.C. §§ 1341, 1343, 1346

Although frad schenes can involve copyrighteerks, prosadors
should bewar o chagingmailor wirefraudasasubsttutefor a ciminal
copyright chargim the absence of evit® of any misrepresntationor
scheme to defaud. Inonecopyrightca®,in whicha wrefraud clargewas
brought beaasethe facts wee insufficiento sypporta criminal copyright
chage,no misepeentation was algedand hedidrict caurt dismbse
thechage. See United States v. LaMacchia, 871 F. Supp. 53@. Mass. 199).
The judyein LaMacchia reasoned that the bundle of rights conferredy
copyright$ uniqe anccardullydefined,precludngprosection unde the
general wire fraudtatuteatleastwhenthereis no fraudulentcondict on
the part of the defendant. 1d. at 54445.The court in LaMacchia relied
heavly on the Sprenme Cout's decsion in Dowling v. United States, 473 U.S.
207 (185).1n Dowling, the Court overttnedthe defendnt'sconvictiorfor
intergate trarsportation of stolenproperty urderl8 USC.§ 231dhea@use
it found Congress adions to be peemptive. See Dowling, 473 U.S.a 207;
see also 4 Nimmer on Copyright 8 1505[A at1534 (199) (“Dowling'slesson
is that Gongress has finely calibrated the rdaof criminal copyright
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liabilty, andtherdore, absentlear indicationf Congressionaitient,the
criminal lawsof the United States do not reachcopyright-related
condwet.”).

While LaMacchia sugyests thatouts are unlikely tbe receptivéo a
wire or mail fraud chage brouft as a substite for a criminal copyright
charg ina casavhere som elerent ofthe criminal copyright chargeis
missig, wire or mal fraud charges maystill be viabe ard appropriate in
infringement cases that involve actal misrepresgations orschenes to
defraud. Cf. United States v. Manzer, 69F.3d 222, 226 8th Cir. 195)
(hoding tha sale to a thid party of liecal cable televisiahescanbling
devices violaed federal fraud stautes); United States v. Coyle, 943 F.2d 424
427 4th Cir. 199) (holding sée d cable klevsion descambersto bea
schene to defrad “becaiseit wronged the cable copanies irther
'‘propetty rights by dishones methodsor shhemes™) (Quaing United States
v. McNally, 483 U.S.350, 358 (1987)). Nevertheless, in the absence of
strong evidnceof misrepresentatn, prosecutors should @d a wire or
mal fraud chamgeif an infringamert crimecan be proved.

For a more dailed discssionof 18U.S.C. §1341and 133 refer to
USAM Chapter 943.00Q The Criminal Division's Fraud Sdion a (202
514-7023 caprovide urtherinformaton ard gudance

* Interstate transportation and receipt of stolen property or
goods, 18 U.S.C. §§ 2314-2315

The InterstateTransportation of t8len Prgerty Act (‘I TSP”)
punishes“[w]hoever trarsports, trarsmits, or transfersn interstate or
foreign comrarceany goodsyares, merchandse, saarities ormoney, of
the value of $5,000 or more, knowing ta same to lawe been stolen,
converied a takenbyfraud,”18 USC. § 2314and“[w]hoeverreeies,
posseses,conceals, stores barters sdls, or digposes stolenproperty that
hascrosseda gate or federal boundary, 18U.SC. §2315.

Although IT® can be sedunde certain cicumstanceso prosecte
theft o proprietary infomationor other types ohiellectwal prgerty, he
Swyrenme Cout has rejeted the useof the ITSP statie to prosecte
copyright mfringement cass, at least when the infringement does not
involve theadual theft of atargible good. Dowling v. United States, 473 U.S.
207 (185). In Dowling, the Court reveseda convictiorfor the nterstate
trangortation of infringing copies of Elvis Presley records holding that
Congrasdid notintend§ 2314to criminalze copyright infigenent.The
Cout reasonethata copyrightifringer neiher assmedphysicatontrol
over the copyright nawholly deprivedthe avner of ts use. The statute
“seansclearly to contemplate a physickhtity betwea the items
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unlawfuly dotainedand tlhose evernaly trangported,and fene fequiegd
someprior phydcd taking of the subjed goods” Dowling, 473 US.a 216.

Despte Dowling, an ITSP chayje nay be appropriate for acts of
infringement that involve the actual transportatin of tangible ofects
across state linelSor more ontheseissies, see 88on|V.F. o this
Mantal.

* Racketeer Influenced and Corrupt Organizations Act
(RICO), 18 U.S.C. §§ 1961-1968

The criminal copyright and béeg recorthgs of live music
performances offenses are RICO predicates. See 18 US.C 8 1%$1(1)(B).
RICO charges mug be approved by the Departnernt's Organized CGrime
and Raketeaing Section, which canbereaheda (202 514-359.

* Money laundering, 18 U.S.C. § 1956

Criminal copyright mfringement s a spefied wlawful activity for
purposes of the money laundering staute. See 18 US.C8 1%6(c)(7)(D).
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