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Chairman Berman, Ranking Member Coble, and mendfdle Subcommittee,
my name is Gigi B. Sohn. | am the president of Rubhowledge, a nonprofit public
interest organization dedicated to defending ugéits in the emerging digital culture. |
want to thank you for inviting me to speak todaytbR. 4279, the Prioritizing Resources
and Organization for Intellectual Property Act 02, and the opportunity to discuss the
need for reform in copyright law.

Introduction and Summary

While we agree that enforcement of intellectualperty laws is essential to
encouraging creativity, certain provisions in tlegosed Act risk undermining this
essential goal by threatening ordinary consumetts an overbroad and inapposite
enforcement regime.

The Act has undergone many changes over the cotitke last few months, and
| want to thank the Subcommittee for working hardrtaintain open channels of

communication as the bill has evolved through @&sous drafts. While this Act is a

| would like to thank Public Knowledge Staff Attmy Sherwin Siy for his assistance in preparing thi
testimony.



lengthy and wide-ranging piece of legislation, lulblike to focus today on three
particular provisions that remain problematic tdWRuKnowledge and to the many
companies, trade associations, and public intgresips with which we work.

First, the bill would disaggregate the parts obmpilation or derivative work for
the purpose of calculating damages, multiplyingesaNold the already-onerous statutory
damages associated with copyright infringemenmiglating the current method of
calculating these damages worsens the alreadyrg\pdeblem of disproportionate
penalties for infringement. Such a provision standstark contrast to the House's work
to reduce the ill effects of excessive damagesitar law.

Second, the bill significantly expands the forfegtyrovisions attached to four
different types of IP violations, applying the eikaame sets of standards to each. This
expansion risks even further upending rational agpy remedies and ignores the
significant differences in the various subject migtof copyright, trademark, and anti-
bootlegging laws.

Third, the bill eliminates the requirement that yoghts be registered before
criminal copyright enforcement proceeds. Copyriglgiistration serves an essential
purpose in giving the public notice of a work's goght status and the proper holder of
copyright. Without a vibrant copyright registry bsequent users of a work are often
hard-pressed to locate the original copyright ovtnerbtain permission to use the work,
leading to "orphan works" that can no longer belgtdd, reproduced, or seen. Reducing
the incentives for creators and authors to regtbir works can only exacerbate this

problem.



In summary, these provisions of the bill merelyr@ase penalties and remove
safeguards against disproportionate awards. Tiggsent a step away from a rational,
realistic copyright regime—one that can allow a last overhauled before the invention
of the VCR to adapt itself to a world of Tivo andWTube. It's no secret that the law
needs to better reflect technological and socalitie Otherwise, we subject millions of
people to the threat of unrealistically harsh peesl These issues ought to be addressed
more directly, before we simply raise those peealéigain.

Disaggregation of Damages

Section 104 of the bill proposes to significantigrease damages by allowing
each part of a compilation or a derivative worlb&counted as a separate work for the
purposes of infringement. This is precisely whateut law prohibits. The current
language states that for statutory damages purptkthe parts of a compilation or
derivative work constitute one work."

The major change proposed by the bill would gyeadlcalate statutory damages
beyond their currently bloated state. Though stayulamages are necessary to allow for
action when actual damages are insufficient deteger difficult to measure, current
levels, wheraon-willful infringers must pay a minimum of $750, and may payo
$30,000 per violation, and willful infringers up $450,000, are already stretching the
bounds of reason.

A forthcoming article by Utah law professor Joheghifanian discusses, among
other things, the disproportionate nature of darsaGataloguing the ordinary activities
of a hypothetical person—forwarding emails, passingnews articles, reciting a poem,

singing "Happy Birthday"—Tehranian finds that thesendane acts of a single day can

217 U.S.C. 504(c)(1).



subject his imaginary person to $12.45 million amthges, all without a single act of
P2P file sharing or other commonly recognized "aeis."

In another example, much recent news coveragedasdevoted to the case of
Jammie Thomas, a single mother in Minnesota whmddiable for sharing 24 songs on
a P2P network, was fined $222,000, or $9,250 peg $@he fact that this award is far
below the maximum penalty for willful infringemenmt; even innocent infringement, is
less a sign of clemency on the jury's part, andenobi clear indication that statutory
damages exceed any value rationally tied eithérg@ctual injury or any effective
deterrent value. Instead, such penalties meretgrtlithe ongoing copyright debate by
forcing faster and larger settlements, rather thramging important legal questions before
the courts.

The bill heightens these problems by allowing,if@tance, an infringed album of
ten songs to multiply tenfold the damages awardgahat the infringer. A copy of a
scholarly journal, if found to be infringing, coubd counted several times over, with a
new $150,000 penalty for each article. A serieBdbphotographs reprinted from the
same collection would suddenly risk a multi-millidallar penalty. In the Internet
context, a highly litigious website or magazine ewoould assert a separate
infringement for every separate photograph in aameng, or every separate image and
block of text on a website.

Increasing damages through disaggregation will bés@ a major chilling effect

upon legitimate uses of copyrighted works, whileviding little additional deterrent

3 John Tehraniarinfringement Nation: Copyright Reform and the Law/Norm Gap 2007 UrAH L. Rev.
(forthcoming 2007) (online draft at 543-4@yailable at
http://www.turnergreen.com/publications/Tehraniarfrihgement_Nation.pdf

* Jeff Leeds|abels Win Suit Against Song Sharer, N.Y.TIMES, Oct. 5, 2007,
http://www.nytimes.com/2007/10/05/business/medial08ic.html



effect on willful commercial pirates. Recently, g five different intellectual property
law scholars have expressed their concern ovep#iigcular provision, noting, for
example, that a documentary filmmaker's potenlility for using period music from a
single album could increase from $150,000 to $4®D),0r that a poetry reviewer
excerpting from different poems in a published boould face an increase in exposure
from $150,000 to $750,000Whether or not such values might be awarded yua.c
the fear of such damages will drive creators awamnfmaking fair uses.

The dangers of aggregating statutory damagessmihly were anticipated in the
language of the existing Copyright Act, which egply prevents such a calculation. This
decision was deliberately made during discussionlatt was to become the 1976 Act to
prevent awarding multiple instances of damages f@ngle act of infringement, such as
when an infringement of a work might infringe bditle first edition and the current ofe.
The Copyright Office, in its comments on the legfiin, continually noted that
compilations and derivative works should be courstedne work for the purposes of
calculating damage’s.

The Second Circuit has recognized the general darfgsultiplied statutory
damages as well. In a 2003 decision, the couridibi@t aggregating large numbers of
statutory damages risks distorting the purposeatfitory damages, instead "creat[ing] a

potentially enormous aggregate recovery for pligtand thus am terrorem effect on

® Letter from 25 Intellectual Property Professorsh® Honorable John Conyers, Jr., Chairman, Coranitt
on the Judiciary, U.S. House of Representatives (118, 2007)available at
http://www.publicknowledge.org/pdf/professors-let&9071113.pdf.

® See WILLIAM PATRY, PATRY ON COPYRIGHT § 22:156 (2007) (citing Copyright Law Revision P4r
Further Discussions and Comments of the Prelimibagaft for Revised U.S. Copyright Law 139-140.).

" PATRY ON COPYRIGHT§ 22:157(citing Copyright Law Revision Part 5: 1964 RevisiBill with

Discussion and Comments 203-204.).



defendants, which may induce unfair settlemeh®he court went on to note that these
multipliers risk running afoul of constitutional eprocess.

Regardless of the constitutional limits on damagasd, the courts' deference to
Congress on these matters, Congress should endeasasure that statutory damages
are reasonable. The House, and this Subcommitiee,diready recognized that
multiplying intellectual property damages risks piag the risks and incentives of
litigation. For instance, H.R. 1908, passed byHbese this September, calls on the
courts to apportion patent damages relative tatbeal harm don®. In the patent
context, the House has recognized that multipleaages can threaten innovation by
encouraging more frivolous claims and distortetie®ents. The disaggregation
proposal in the bill takes a step backward in thgydaght realm even as patent law takes
a step toward sanity.

Proponents of the disaggregation provision migito judicial discretion as a
safeguard against such ruinous damages. Howewdgesucan only exercise their
discretion in those cases that are resolved im toeirts. The majority of copyright cases
will settle under the cloud of expanded damageg lmafore a judge will have any say in

the rationality of the award, or the negotiatiogading up to it.

8 parker v. Time Warner Entertainment Co., 331 F.3d 13, 22 (2d. Cir. 2003).

® Parker, 331 F.3d at 22%5ee also Fitzgerald Pub. Co. v. Baylor Pub. Co., 670 F. Supp. 1133, 1140
(E.D.N.Y. 1987) ("[Copyright statutory] damages slibbear some relation to the actual damages
suffered"). The Supreme Court has recognized taadtery damages can violate constitutional duegse
when they are "so severe and oppressive as to biywdisproportioned to the offenseZomba Enters. v.
Panorama Records, 491 F.3d 574 (6th Cir. 2007) (paraphrasthd_ouis, .M. & S Ry. Co. v. Williams,
251 U.S. 63, 66-67 (1919).). In the related argpumiitive damages, the Court has held that damages
greater than four times the amount of harm donewenstitutionally suspect, and that few awardsofe
than ten times the amount of damage could satisfypocess. .BMW v. Gore, 517 U.S. 559, 581 (1996)
(quotingPacific Mut. Life Ins. Co. v. Hadlip, 499 U.S. 1 (1991&ate Farm Mut.Auto Ins.Co. v. Campbell,
538 U.S. 408, 425 (2003).

19 patent Reform Act of 2007, H.R. 1908, 110th Cdng(a) (2007).



Of the many problems present in copyright law émdamages provisions, the
accounting of works in a compilation is not the bqm®ssing. If anything, counting these
works as separate is a stepay from a rational copyright damages policy.

Forfeiture Provisions

The expansion of forfeiture provisions in the hibo risks creating
disproportionate penalties. In these cases, thedsts too broad a net, offering up for
forfeiture materials and devices that may have arflgeting connection to the offense.
The proposed changes also remove the importargusad@ of judicial discretion for
copyright and audio bootlegging offenses. Furtheemadding civil forfeiture provisions
increases the risk that innocent parties will fivrtieeir property.

The bill applies essentially the same forfeitaeguage for four different areas of
intellectual property, whether it be counterfeibgs, copyright infringement,
bootlegging live music performances, or recordimg imovie theater. The criminal
provisions require forfeiture of not only the imfiging goods, but "any property used, or
intended to be used, to commit or substantialljlifate the commission of an offense."
In contrast, existing law casts a more narrowliptad net. Not only do the existing
statutes more specifically target the infringingtengls and devices, the current laws
also tailor the scope of the forfeiture provisiongre to the nature of the offenses.

The bill characterizes its changes to the law ‘dsmamonization"” of the various
realms of IP law. However, as Professor Yochai Barikas noted, harmony isn't created
when everyone is singing the same oty the same token, harmonization need not

require a one-size-fits-all approach. This becoammrent when these forfeiture

M Yochai Benkler, Professor, Harvard Law School, dieie Address to the Second Access to Knowledge
Conference (Apr. 27, 2007).



provisions are applied to certain types of actegtiFor instance, requiring the forfeiture
of devices used in infringement makes more senserimmercial counterfeiting cases,
where removing expensive, dedicated manufactumpgpenent is a proportional
punishment for large-scale infringements and aecétfe way of preventing further
violations. This is less true when a family's gaheurpose personal computer is used to
illegally download music. The general purpose retfrthe machine makes its forfeiture
a much less appropriate penalty. Should a teesatiegal downloads deprive him or his
siblings of Internet access or word processingtheamore, removing the computer fails
to create a further deterrent to a determinedngét. On top of the already-astronomical
monetary damages, a thousand dollars more wilafiett a rational cost-benefit
calculation.

Under current law, a court has the discretion tteothe forfeiture of devices
merelyintended to be used in copyright infringeme¥itThe proposed bill removes this
discretion, mandating a wider range of propertydoteited. A second home computer in
an infringer's house should not be marked for farfe based upon the fact that it
contains a CD burner.

The expanded forfeiture provisions also removegiatidiscretion from the audio
bootlegging statute. Currently, 18 U.S.C. 2319Acifically draws a line between the
infringing goods, such as the tapes themselvestrendquipment used to make or
reproduce them. While the actually infringing ddgg&cmust be forfeited, the statute
explicitly requires a court to consider the "nafls®ope, and proportionality” of the
equipment's use before deciding whether to orddbifeiture. In contrast, the proposed

bill eliminates this crucial distinction, and thasafeguard sorely needed in other areas

1217 Uu.s.C. § 500.



of IP enforcement. While, as I've noted above,giadlidiscretion is not a cure-all for
potentially onerous penalties, denying judges thktyto make fact-specific
determinations helps no one.

Although these changes are being made in the ndhermonization with the
counterfeiting statute, the current counterfeifongvisions were put in place just two
years ago, when the justification was the needémonization with copyright law.

The proposed bill also creates a new class offakfeitures across these four
different areas of law, again requiring the fodedt of any property "used, or intended to
be used, to commit or facilitate" an offense. Grepéxtensive civil forfeiture provisions
runs the risk of unintended consequences, givetother burden of proof for civil
forfeiture. There is a long history of civil fortare being over-applied in other contexts,
and this history ought to be examined thoroughfpigeextending it to a completely new
realm*

| do want to comment on one major improvement th@toill has over its
companion bill in the Senate, S. 2317. The Sendtkitihers the unwarranted expansion
of the forfeiture provisions by requiring the fattee of equipment used in
circumventing copy protection mechanisms, increagne penalties for violations of a
law with a long and storied history of overbreadtid misapplication. | thank the

Subcommittee for its foresight in removing thatypsmn as being disproportionate and

13 seHR. Rep. No. 109-68 7 (2005) ("This section woartdend current law to require the forfeiture of
any property derived, directly or indirectly, fraime proceeds of the violation as well as any prigpesed,
or intended to be used in relation to the offefi$és is intended to provide forfeiture and

destruction provisions similar to those alreadywgefl by copyright and trade secret holders.").

14 See Douglas O. LinderEvil in the American Justice System: Case 2: Zero Tolerance and Asset

Forfeiture, http://www.law.umkc.edu/faculty/projects/ftriadsil/evilP14.html (noting forfeiture seizures in
the drug context that included a fishing boat csndted when a crew member was, unbeknownst to the
owner, in possession of 1.7 grams of marijuana).



inapposite, and similarly, | look forward to théet forfeiture provisions being more
narrowly tailored to fit the offenses they seekdmedy.
Registration Requirementsand Orphan Works

Section 102 of the proposed Act alters existingtiaimply that a copyrighted
work need not be registered before the governmansues criminal enforcement. Not
only is this provision unnecessary, it further e®the incentives for copyright holders to
register their works, adding to the problem of @plvorks.

Orphan works are works whose copyright owners atbe found. This means
that permission cannot be granted or even askedayfeubsequent users of the works.
Lacking a known owner, these works are locked afn@y public distribution, display,
or further reproduction, and therefore lost tophélic. Any who attempt to distribute the
works without permission risk massive liabilitytife owner emerges later, with damages
of up to $150,000 per infringement. These consta®ra have prevented families from
reprinting heirloom photographs because the prafieatphoto finisher cannot identify
the original photographér.Libraries, archives, and museums are left unabtelect
and display works with unknown authdfsSoftware developers are left unable to
improve upon copyrighted programs because a disdaempany has left no clear
indication as to the ownership of any copyrighttia progrant’

In its 2006 report on orphan works, the Copyrigftd® noted that one of the
contributors to this body of unusable works wasf#ot that, after the 1976 Copyright

Act, works no longer needed to be registered vinieh@opyright Office to receive

15 United States Copyright Office, Report on Orphaorké 24-25, January 2004,
www.copyright.gov/orphan/orphan-report-full.pdf.

1d.

71d. at 28-29.
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copyright protectiort® Registration of copyrights helped to prevent thiddup of
valuable yet unusable works by providing a cenmgaburce by which subsequent users
can find copyright owners. Now-defunct renewal pgmns also ensured that copyright
owners maintained a point of contact for permissi@uuests after a certain period of
time. These requirements reflected part of the tghybargain—that in exchange for a
government-granted monopoly rights over a creatioek, the author also makes himself
or a representative available to review requestidenses.

But in the absence of registration and renewalirements, some incentive must
be present for copyright owners to register tharkg and maintain a point of contact.
Current law accounts for this by allowing civil aiminal enforcement only after a work
has been registered, though registration is alloafet the allegedly infringing conduct
has occurred® This feature of our copyright law helps to mainttie vitality of the
copyright registry and stem the tide of orphan 8otk opposition to this vital mission,
and with insufficient justification, the proposei bliminates the need for a work to be
registered before criminal enforcement can proceed.

It's unclear what common harm the provision ismhéa avert. The vast majority
of pirated works are commercially produced and degjistered, precisely because their
producers are aware that they might be infringethd few works are being registered,
removing incentives for registration is not thevaas

Instead, maintaining the registration system &®ips align the interests of

copyright owners in protecting their works with gheblic's interest in being able to seek

18 United States Copyright Office, Report on Orphaorke 41-43, January 2004,
www.copyright.gov/orphan/orphan-report-full.pdf.

19 Contrary to statements from the Department ofideisthe change proposed by the bill is not a mere
clarification. The language of 17 U.S.C. § 411risstal clear: "no action for infringement of thepgoight
in any United States work shall be instituted withpreregistration or registration of the copyrigtaim."

11



those authors' permission to use their works. Bgglso, we can help to prevent
valuable follow-on users from having to choose leetwletting a work slip into obscurity
and facing millions of dollars in damages for refirig a copy of a dozen orphaned
works.

Conclusion

| want to end today by calling attention to anuasgtion that seems to underlie all
too many efforts to improve IP enforcement. Thaiagstion is that ever-higher penalties
will somehow create a deterrent effect currentlyeab in today's laws. However, of all
the changes that need to be made to IP law, inogedse severity of the penalties is one
of the least necessary, and quite possibly the omsiterproductive.

We should be clear that several problems confi@aw, and specifically
copyright law, and these several problems havéendistauses and distinct solutions. It
doesn't help to combat piracy if in doing so batmmercial pirates and ordinary home
consumers are subjected to the same harsh penwines the mere act of forwarding
your email or updating your blog can infringe cagit, it makes more sense to have the
law comport with reality before increasing the damts that accompany infringement.

While a complete review and overhaul of copyrigivt Imight be an aspirational
ideal, a set of more modest reforms can provideesainef for the immediate future. At a
talk at Boston University this past October, | pysed six steps that would help to
narrow the gap between copyright law and nofns.

First, fair use needs to be preserved in the digda. While the current statute

explicitly recognizes some of the most storied sypefair use—teaching, research,

% Gigi B. Sohn, Six Steps to Copyright Sanity: Reforg a Pre-VCR Law for a YouTube World,
Presented to the New Media and Marketplace of |I@madgerence, Boston University College of
Communication, (Oct. 26, 200@yailable at http://www.publicknowledge.org/node/1244.
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commentary, criticism, and news reporting—newesusensistently found to be fair by
the courts, are still facing challenges by thgiktus. Thus, incidental, transformative,
and non-commercial personal uses should be addédtoon-exhaustive list.
Furthermore, the anti-circumvention provisionste DMCA should not be used as an
end-run around fair use. Circumventing technoldgicatection measures for lawful uses
of the work must be allowed if fair use is to remeelevant for digital media. H.R. 1201,
introduced earlier this year by RepresentativescBer Doolittle, and Lofgren, takes an
important step towards this goal.

Second, limits on secondary liability should belte#h statutorily. The standard
set out in 1984 by the Supreme Coursamy should be codified—technologies should be
protected from any secondary liability if they aspable of substantial non-infringing
uses. In addition, secondary liability should bedzhupon actual damages suffered by
the copyright holder, not upon the inflated statyamages discussed today.

Third, there must be protections against copyrajhuse. There should be clearer
penalties when copyright holders recklessly senddAMakedown notices. There should
be an affirmative cause of action where plaintfgise copyright as a means to stifle free
speech. And overstating copyright holders' rightsusd be considered unfair and
deceptive trade practices by the Federal Trade Ossion?*

Fourth, the process of licensing works, especiallgic, must be made rational.

Congress should also revisit its earlier attemptrplify clearing the composition

% Though it has declined to act on a complaint @idsue so far, the FTC has just this month reizegh
the importance of addressing consumer rights toeciin the near future: "Widespread use of inaateur
copyright warnings could contribute to consumersumderstanding of the statutory protections atbégla

to them under the Copyright Act. Further, if congusroutinely confront exaggerated and inaccurate
copyright warnings they may tend to disregard tladtogether..! Letter from Mary K. Engle, Associate
Director for Advertising Practices, Federal Trade®nission, to Edward J. Black and Matthew Schruers,
Computer and Communications Industry Associatioec(3, 2007).
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right, and should also resolve the problem crehtetthe Copyright Royalty Board's
recent decision to massively increase the royaliysrpaid by Internet radio. The extreme
disparity between high payments by Internet raalim no payments at all by broadcast
radio, must also be resolved. Likewise, the lineveen performances and distributions
should be made clear. Simply adding a recordingtfan to a radio, whether digital or
analog, should not require an additional distrimuticense from the copyright holder.

Fifth, the problem of orphan works must be addr@sEhe Copyright Office has
proposed that a user unable to find a copyrighteyvafter a reasonable search should be
liable only for "reasonable compensation," andimshense statutory damag&€ne
implementation of this proposal, H.R. 5439, wasodticed in the last Congress by
Representative Smith. The thoroughness of thioredsde search can be improved by
creating competitive visual registries, which notyovould help users make use of
orphaned works, but also help to reunite thoseanphvith their creators.

Sixth, technical and legal restrictions on the afseopyrighted works must be
clearly and plainly disclosed to consumers. If eoners are to receive the products they
pay for, and the rights to use those goods themally expect, any use of technology to
remove some of those uses should be communicatednobefore a purchase is made.
It should also be clear to consumers if alterirggtdl locks on the products they buy will
subject them to legal liability. As Professor Paan@amuelson of U.C. Berkeley's Boalt
Hall Law School has noted, concealing these linaitet on the media that consumers buy

is an unfair and deceptive trade practice, andldhmeirecognized as such by the FTC.

22 MARYBETH PETERS REPORT ONORPHAN WORKS: A REPORT OF THEREGISTER OFCOPYRIGHTS(2006),
available at http://www.copyright.gov/orphan/orphan-report-fpdf.

% See Public KnowledgeCompetitive Visual Registries for Copyrighted Works,
http://www.publicknowledge.org/pdf/pk-visualregistmemo-20070129.pdf.
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Each of these proposals directly addresses aistuahere an ordinary consumer
might face the already-draconian sanctions of dghytaw. If the problems that create
the disconnect between the law and the realityopfaght use aren't tackled first,
increasing the severity of those sanctions furtloas very little good.

Thank you for inviting me to testify. | look forw@to answering your questions.
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