UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF OHIO
WESTERN DIVISION

ELEKTRA ENTERTAINMENT )
GROUP INC. etal
Plaintiffs ) Case No. 1:07 CV 569 HIW
V. ) Judge Weber
DAVID LICATA Magistrate Judge Timothy S. Black
Defendant ) !

DEFENDANT’S REPLY MEMORANDUM
IN SUPPORT OF OBJECTIONS TO THE MAGISTRATE
JUDGE MEMORANDUM OPINION AND ORDER (Doc. 28)

Plaintiff alleges, and the Magistrate Judge found, that defendant failed to
provide relevant information regarding the infringement alleged by plaintiff. That finding
is without foundation. From Mr. Licata’s first response to plaintiff’s demands in
September 2007, he has repeatedly indicated that he did not know who had used his
computer, at the time of the alleged judgment, on June 29, 2005 and that he was unable to
indentify that person. Defendant cannot “fail” to provide information he never had.

The inability to respond accurately to a question is not the blanket denial and a
refusal to otherwise discuss this matter as claimed by the plaintiff.

Nor, was defendant obligated to provide any further explanation to respond to the
claims that were made.

Plaintiff has steadfastly ignored defendant’s sworn declarations that he did not
know who had committed the infringement alleged in the complaint over two years prior

to the filing of the complaint.

! Declaration of David Licata, Doc. 14-1, par. 6, 7, 8, 11, 12.
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Plaintiff alleges in a declaration that is patently erroneous and inadmissible that
defendant received a letter dated November 28, 2005, (Doc- 19-5) advising the defendant
of the occurrence of the alleged infringement. We submit that Mr. O’Connell could not
and cannot authenticate a document originating at a different law firm. Nor, can receipt of
the document by Mr. Licata be inferred in the face of his uncontroverted declarations that
he was not living at the address to which it was sent, when it was sent, and that he did not
receive the document in 2005.

Plaintiff contends that the mere presence of files in a Lime Wire shared folder is
“distributing” or making protected works “available.”

That assertion is contrary to the basic principles of copyright law and has been
rejected in numerous contested cases of this nature.

In the only recording industry infringement case to go to a contested jury trial the
trial court entered an order on September 24, 2008 vacating a judgment for the plaintiffs
in the amount of $222,000.> That order followed extensive briefing and argument by
national counsel for these plaintiffs and amici curiae and was initiated by the court’s own
motion. As discussed extensively in the attached order the mere presence of copyrighted
music in a shared folder does not amount to a violation of plaintiffs’ right of distribution.

In the Thomas case, the court held that actual dissemination by the defendant of

copies or phonorecords was a necessary predicate of liability. The principal Eighth Circuit

2 Licata declaration, Doc. 14-1, 115
% Capitol Records, Inc. v. Thomas, (Memorandum of Law and Order, September 24, 2008,
Civil File 06-1497, U.S.D. C. Minn. — attached as Exhibit 1)
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authority® was analyzed as being consistent with the only reasonable interpretation of 17
USC § 106(3).° .

No contrary Sixth Circuit authority appears to exist.

Plaintiffs” submissions do not establish any instance in which the defendant Licata
disseminated, or distributed or delivered any of their protected recordings. He denies his
participation in, or knowledge of, the installation or use of the LimeWire peer to peer
software by which plaintiffs complain that the recordings were “distributed” or “made
available”. But, as demonstrated by the Thomas case, that complaint is insufficient at law
to establish liability. ® That principle is also thoroughly analyzed and firmly established in
other jurisdictions;

Merely making a copy available does not constitute distribution....The statute

provides copyright holders with the exclusive right to distribute "copies™ of their

works to the public "by sale or other transfer of ownership, or by rental, lease, or
lending.” 17 U.S.C.106 (3). Unless a copy of the work changes hands in one of the

designated ways, a "distribution™ under ...106(3) has not taken place." Atlantic v.

Howell 554 F. Supp. 2d 976,985 (D.Ariz.2008)

Mr. Licata’s declaration that he did not install or use the peer to peer file sharing

utility through which these recordings were alleges “made available” is uncontroverted.

% National Car Rental System, Inc. v. Computer Associates Int’l, Inc 991 F.2d 426, 434
(8th Cir. 1993)

> Capitol Records, Inc. v. Thomas, Exhibit 1 at p. 33

® 4 William F. Patry, Patry on Copyright § 13:9 (2007); see also id. N. 10 (collecting
cases); Perfect 10, Inc. v. Amazon.com, Inc., 508 F.3d 1146, 1162 (9th Cir.
2007)(affirming the district court’s finding “that distribution requires an ‘actual
dissemination’ of a copy”)"._Atlantic v. Brennan, 534 F. Supp.2d 278 (D.C. Conn. 2008).
Also, 2 Nimmer on Copyright § 8.11[A], at 8-124.1.
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Although, incorrectly characterized as “vague and incomplete” defendant’s
responses to plaintiffs’ discovery were timely filed and are of record herein.’

These responses exhausted defendant’s knowledge with respect to the claims plead
in the complaint and his liability to plaintiff.

It is wholly inaccurate to state that any information was withheld from the plaintiff
when complete responses to all of plaintiffs” discovery requests were timely filed without
any request for extension. No informal or formal suggestion of inadequacy was ever put
forth by counsel for the plaintiff. More importantly, the responses to the discovery served
confirmed Mr. Licata’s prior statement that he did not know who had used his computer
on June 29, 2005 and that he had not participated in either downloading or distribution.

While the Magistrate Judge found correctly that this litigation is still in the “early
stages” it has gone on far too long for the personal liability of Mr. Licata who advised the
plaintiffs in September 2007 that he did not infringe was unable to identify the persons
who used his computer on the night in question.

The Magistrate Judge’s conclusion that the defendant “disingenuously” withheld
information regarding the identity of the direct infringers was particularly ill-founded
because defendant has maintained that he “did not know who had committed the
infringing activities.” One cannot withhold that which one does not have.

The Magistrate Judge’s feeling that all defendants “in any type of lawsuit could
obtain a dismissal with a simple denial of responsibility” ignores the basic premise that it

is only the plaintiff who has the burden of proof of any claim. And, it is plaintiffs’

" Defendant’s responses to Plaintiff’s interrogatories are Doc. 19-8; Defendant’s responses
to Plaintiff’s requests for admission are Doc. 20-7; Defendants Responses to Plaintiff’s
Request for Production are Doc. 20-8



obligation, on the record in this case, to bring their claims across a threshold of
plausibility.

This is precisely the situation addressed in Bell Atlantic v. Twombly® where the
Supreme Court required the plaintiff to step across some border of plausibility before
being allowed to take up the time of a large number of other people with the right to do so
representing an in terrorem, increment of the settlement value. The promise of increased
litigation expense without regard to Mr. Licata’s personal liability has been the linchpin of
plaintiffs’ settlement position (Doc. 19-6)

Defendant has not just merely denied responsibility; he has supported that denial
with a declaration sworn under penalties of perjury (document 14-2) and declaration of an
expert witness (doc. 16-3) and full and complete answers to all requested discovery.

These establish without opposition that he did not commit the infringing acts complained
of, and that he did not use the peer to peer Lime Wire software with which the
infringement was committed. This is not just a mere denial of responsibility but a motion
made on January 21, 2008 to terminate this litigation in Mr. Licata’s favor supported by
substantive, competent and admissible evidentiary material. No similar material supports
the claim of Mr. Licata’s liability

Civil Rule 12 (d) explicitly provides;

(d) Result of Presenting Matters Outside the Pleadings. If, on a motion
under Rule 12(b)(6) or 12(c), matters outside the pleadings are presented to and
not excluded by the court, the motion must be treated as one for summary

judgment under Rule 56. All parties must be given a reasonable opportunity to
present all the material that is pertinent to the motion.

8 (2007) _U.S.__, 127 Sup.Ct. 1955, 1966.



The Magistrate Judge’s conclusion that an additional dispositive motion was
required to be filed before the August 8" deadline for the filing of dispositive motions or
that he had an option not to consider the motion before him as a motion for summary
judgment is at substantial variance with the plain language of the rule.

The well trodden path of authority obligates the party against whom a Rule 56
motion is made to put forth specific evidence, demonstrating the existence of a factual and
legal issue. As demonstrated in Defendant’s Reply Memorandum (Document 16) the
response served March 3, 2008, does not. In fact, in that document plaintiff’s abandoned
claims of vicarious and contributory infringement by Mr. Licata (Doc. 15 pg. 11). The
Thomas case merely reaffirms the legal infirmity of the claim that the presence of files in
a LimeWire shared folder is a prohibited distribution.

Plaintiff could and should have terminated this litigation at the latest, when the
motion to dismiss was served on January 21, 2008. They chose to serve 35 pages of
discovery and eight-eight pages of response to the motion which raised no issue of fact
with respect to the conduct of the defendant. The Magistrate Judge’s conclusion that the
defendant unduly prolonged this case again is contradicted by, and entirely without
support on the record.’

The potential of the claims of vicarious and contributory infringement did lead the

trial court in the Heslep™® case to overrule the motion to dismiss presented in that case.

® The record demonstrates that each and every deadline associated with the handling of
this action was met by counsel for the defendant with the exception of the unopposed ten
day extension of time to file these objections to the report of referee, which was published
seven days after the replacement of counsel’s right knee (Doc. 31)..

1% No. 4:06-cv-132-y, 2007 US. Dist. LEXIS 35824 (Tex. May 16, 2007)
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Given a correct reading of Grokster'* and the abandonment of the vicarious and
contributory claims, in this case, pursuit of Mr. Licata’s individual liability was
objectively unreasonable when plaintiff filed the action.

However, objective unreasonableness is not its standard for the reward of counsel
fees in a copyright action.

Two days after publication of the 6™ Circuit opinion in Bridgeport Music v W.B.
Records Inc.*? the plaintiff offered to dismiss the claims against Mr. Licata, without
prejudice and with each party to bear its own costs. We suggest that it is far more likely
that plaintiffs correctly read the court ruling in Bridgeport Music for the proposition that
the grant of fees and costs for the prevailing party in the copyright case is the rule rather
than the exception and they should be routinely awarded. It is obvious to defendant that
the increased likelihood of an award of counsel fees motivated the offer to “throw in the
towel” without penalty, rather than respect for the potential assertion by members of Mr.
Licata’s household of their constitutional privilege against self-incrimination.

We think it entirely more disingenuous for plaintiffs to assert that the potential
immunity of minor witnesses from self-incrimination for asserted violation of the
copyright law creates some superior knowledge on the part of Mr. Licata as to the identity
of “The Real Infringer” than it is for the defendant to say “I don’t know what was done
with my computer over two years ago.”

The identities of the five Licata children had been disclosed to plaintiffs before the

deadline for the amendment of pleadings and Mr. Licata had declared on January 21 and

1 MGM Studios v Grokster, (2005) 545 U.S. 913, 930,
12520 Fed 3" 588 (2008) (6™ Cir. March 25, 2008.)(Doc. 22-3)
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earlier that not only had his household used the computer but the guests of his children
had unrestricted access to the computer. =3

Nonetheless, counsel for plaintiff pursued the litigation against Mr. Licata
personally in the hope of forcing a settlement from him for the conduct of other members
of his household and /or their guests until 6 Circuit authority in Bridgeport Music
indicated that reimbursement of a successful defendant’s attorney fees in a copyright case
should be the rule rather than the exception. When the shoe was presented to the other
foot it was found to be too restrictive.

Pursuit of this action could have been abandoned by plaintiff after it was told in
September 2007, that Mr. Licata did not know who had used his internet account over two
years before suit was filed, and was unable to identify “the Real Infringer”. Then no party
would have sustained any cost or fees.

Was this a claim of misconduct by telephone from a telephone number issued to
defendant, we are certain that the court would have no difficulty in dismissing the claim
against the defendant on this record.

Each and all of the authorities cited by counsel for the defendant in opposition to
the claim for attorney fees was discussed, and rejected, in Capital Records, Inc. v Debbie
Foster ** where the trial court embraced Supreme Court doctrine that it is peculiarly
important that the boundaries of copyright law be demarcated as clearly as possible and

ruled

'3 Licata declaration Doc. 14-1, 911,912
142007 WL 1028532 (Order 2/06/2007 Doc. 161 Case Civ. 04-1569 W. D. Oklahoma,)
Doc. 14-13 pp 7-8)



“ To that end, defendants who seek to advance a variety of meritorious
copyright defenses should be encouraged to litigate them to the same extent that
plaintiffs are encouraged to litigate meritorious claims of infringement.
Furthermore, when the prevailing party is the defendant "who by definition
receives not a small award but no award™ awarding becomes particularly
important. See, Woodhaven Homes & Realty Inc. v. Hotz,, 396 F 3 822, 824 (7™
Cir. 2005), quoting Assessment Technologies of WI. LLC v WIREdata Inc., 361,
F.3'9434,436-37 (7™ Cir. 2004). ‘[W]ithout the prospect of such an award, the
party may be forced into a nuisance settlement or deterred all together exercising
his rights.” Id. The Court finds this case presents a situation where considerations
of compensation under Fogerty weigh in favor of the court’s award of attorney
fees to Ms. Foster. Her only alternative to litigating the plaintiffs’ contributory
or vicarious liability claim was to capitulate to a settlement for a violation she
insists she did not commit. Such capitulation would not advance the aims of the
Copyright act as the plaintiffs’ untested theory would remain untested. The court
concludes that under the facts of this case, the prevailing defendant is entitled to an
award representing her reasonable attorneys’ fees and costs pursuant to § 505 of
the Copyright Act.” (Emphasis Supplied)

In this case, plaintiffs abandoned the vicarious and contributory liability claims

(Doc. 15 —p.11) but still pursued the litigation.

15

Upon reconsideration requested by the plaintiffs in the Foster case, the court ruled

Fogerty’s real importance is entirely independent of the factors set forth as dicta in
a footnote. The decision strikes down the “dual standard in which courts generally
awarded attorneys’ fees to prevailing plaintiffs as a matter of course while denying
fees to prevailing defendants absent a showing that the plaintiff’s lawsuit was
frivolous or brought in bad faith.” In doing so, the Supreme Court recognized the
“important role played by copyright defendants.” Fogerty at 532, fn. 28. This
Court is confident that its February 6 order is true to Fogerty’s dictate that
prevailing plaintiffs and defendants be treated alike.

It would appear that the Sixth Circuit decision in Bridgeport Music is consistent

with Foster and the body of law evolving in the Seventh Circuit. There, where a plaintiff

in a copyright action conceded that it lacked the evidence to prove its claim, though it

152007 WL 1223826 (Order 4/23/2007) A subsequent judgment in favor of the defendant
has been satisfied of record.



hoped to acquire better evidence in the future and requested a dismissal under Rule
41(a)(2) the district court entered a dismissal with prejudice and expressed a presumption
that where as here the “plaintiff throws in the towel” the successful defendant is entitled to
an award of fees.'®

CONCLUSION

David Licata is entitled as a matter of fact and law to a judgment dismissing this
complaint with prejudice and terminating plaintiff’s claims against him.

It is clear that plaintiffs filed their litigation in the hope that better evidence could
be obtained, or that the defendant would capitulate to a settlement for a violation which it
now appears that plaintiff concedes that defendant did not commit.

We request the entry of an order dismissing the plaintiffs’ claims with prejudice,
and establishing the time line for the and resolution of defendant’s claim for attorney’s
fees in accordance with the proposed findings of fact and conclusions of law tendered
with the principal objection. (Doc. 33- Exhibit 1)

Respectfully submitted,
___Is/ Albert T. Brown Jr.__
Albert T. Brown Jr. # 0015355
Attorney for Defendant
1014 Vine Street
2550 Kroger Building

Cincinnati, OH 45202
Phone: (513) 621-2825

atbjr@fuse.net

18 Riviera Distributors, Inc. v. Jones, 517 F.3d 926 (7™ Cir, 2008) See also Mostly
Memories, Inc. v. For Your Ease Only,  F.3d , (7" Circuit, #06-3560,
5/27/2008)(Attached as exhibit 2);
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CERTIFICATE OF SERVICE
| hereby certify that a copy of the foregoing memorandum has been served
electronically this 10™ day of October, 2008 upon Brian J. O’Connell, Dinsmore &
Shohl LLP, Chemed Center, 255 E. Fifth St., Suite 1900 Cincinnati, OH 45202-4720

/s/ Albert  T. Brown Jr.
Albert T. Brown Jr. # 0015355
Attorney for Defendant

1014 Vine Street

2550 Kroger Building
Cincinnati, OH 45202

Phone: (513) 621-2825

atbjr@fuse.net
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UNITED STATES DISTRICT COURT
DISTRICT OF MINNESOTA

CAPITOL RECORDS INC,,

a Delaware corporation;

SONY BMG MUSIC ENTERTAINMENT,
a Delaware general partnership;
ARISTA RECORDS LLC,

a Delaware limited liability company;
INTERSCOPE RECORDS,

a California general partnership;
WARNER BROS. RECORDS INC,,

a Delaware corporation; and

UMG RECORDINGS, INC.,,

a Delaware corporation;

Plaintiffs,
V. MEMORANDUM OF LAW & ORDER
Civil File No. 06-1497 (MJD/RLE)
JAMMIE THOMAS,
Defendant.

Donald B. Verrilli, Jr., Jenner & Block; Andrew B. Mohraz, David A. Tonini, and
Timothy M. Reynolds, Holme Roberts & Owen, LLP; and Felicia J. Boyd, Kara L.
B. Barrow, and Mary Andreleita Walker, Faegre & Benson LLP; Counsel for
Plaintiffs

Brian N. Toder and Bryan L. Bleichner, Chestnut & Cambronne, PA, Counsel for
Defendant.



Adam D. Kirschner, United States Department of Justice, and Gregory G.
Brooker, Assistant United States Attorney, Counsel for Intervenor United States
of America.

Corynne McSherry, Electronic Frontier Foundation, and Rachel C. Hughey,
Carlson Caspers Vandenburgh & Lindquist, Counsel for Amicus Electronic
Frontier Foundation.

Prentiss E. Cox, University of Minnesota Law School, Counsel for Amicus
Copyright Law Professors.

Carl E. Christensen, Christensen Law Office, PLLC, Counsel for Amicus The
Intellectual Property Institute at William Mitchell College of Law.

Christine L. Nessa and Marie L. van Uitert, Oppenheimer Wolff & Donnelly LLP,
and Eleanor M. Lackman and Robert Alan Garrett, Arnold & Porter LLP, Counsel
for Amicus Motion Picture Association of America, Inc.

Tracey Holmes Donesky, Leonard Street and Deinard, PA, Counsel for Amicus
The Progress & Freedom Foundation.

L. INTRODUCTION

This matter is before the Court on Defendant’s Motion for New Trial, or in
the Alternative, for Remittitur. [Docket No. 109] Defendant Jammie Thomas
asserts that the amount of the statutory damages award is excessive and in
violation of the due process clause of the United States Constitution. Also before

the Court is Plaintiffs” Motion to Amend Judgment. [Docket No. 116] The Court



has sua sponte raised the issue of whether it erred in instructing the jury that
making sound recordings available for distribution on a peer-to-peer network,
regardless of whether actual distribution was shown, qualified as distribution
under the Copyright Act. [Docket No. 139] The Court heard oral argument on
August 4, 2008.
II. BACKGROUND

Plaintiffs are recording companies that owned or controlled exclusive
rights to copyrights in sound recordings, including 24 at issue in this lawsuit. On
April 19, 2006, Plaintiffs filed a Complaint against Defendant Jammie Thomas
alleging that she infringed Plaintiffs” copyrighted sound recordings pursuant to
the Copyright Act, 17 U.S.C. §§ 101, 106, 501-505, by illegally downloading and
distributing the recordings via the online peer-to-peer file sharing application
known as Kazaa. Plaintiffs sought injunctive relief, statutory damages, costs, and
attorney fees.

Trial on this matter began on October 2, 2007. The jury instruction
regarding the definition of distribution under the Copyright Act was submitted
as Plaintiffs” Proposed Jury Instruction No. 8. Thomas opposed inclusion of the

instruction. After argument by the parties, the Court decided to give Plaintiffs’



proposed jury instruction number 8, which became final Jury Instruction No. 15.

In Jury Instruction No. 15, the Court instructed: “The act of making
copyrighted sound recordings available for electronic distribution on a
peer-to-peer network, without license from the copyright owners,
violates the copyright owners’ exclusive right of distribution, regardless of
whether actual distribution has been shown.”

On October 4, 2007, the jury found that Thomas had willfully infringed on
all 24 of Plaintiffs” sound recordings at issue, and awarded Plaintiffs statutory
damages in the amount of $9,250 for each willful infringement. [Docket No. 100]
On October 5, the Court entered judgment on the jury’s verdict. [Docket No. 106]

On October 15, Defendant filed a Motion for New Trial, or in the
Alternative, for Remittitur, based solely on the issue of the constitutionality of the
Copyright Act’s statutory damages provision in the case. [Docket No. 109]

On October 19, Plaintiffs filed an unopposed Motion to Amend Judgment
[Docket No. 116] asking that the Court enter an injunction barring Thomas from
further infringement and requiring Thomas to destroy all infringing copies of
Plaintiffs” sound recordings in her possession.

On May 15, 2008, the Court issued an Order stating that it was



contemplating granting a new trial on the grounds that it had committed a
manifest error of law in giving Jury Instruction No. 15. [Docket No. 139] The
Court ordered the parties to brief the issue and also permitted the filing of amicus
briefs. Five parties sought and gained permission to file amicus briefs: the
Electronic Frontier Foundation, Public Knowledge, United States Internet
Industry Association, and Computer & Communications Industry Association;
the Copyright Law Professors; The Intellectual Property Institute at William
Mitchell College of Law; the Motion Picture Association of America, Inc.; and The
Progress & Freedom Foundation.
III. DISCUSSION

A.  Standard for Motion for a New Trial

“After giving the parties notice and an opportunity to be heard, the court
may grant a timely motion for a new trial for a reason not stated in the motion.”
Fed. R. Civ. P. 59(d). After Thomas filed a timely motion for a new trial, the
Court gave the parties notice of the possible alternative grounds for a new trial.
The Court accepted additional briefing by the parties and by amici and also
heard oral argument on Jury Instruction No. 15. Under Rule 59, the Court has the

power to grant a new trial on the alternative grounds.



The authority to grant a new trial is within the discretion of the
district court. Federal Rule of Civil Procedure 59 confirms the trial
court’s historic power to grant a new trial based on its appraisal of
the fairness of the trial and the reliability of the jury’s verdict. A new
trial is appropriate when the first trial, through a verdict against the
weight of the evidence, an excessive damage award, or legal errors
at trial, resulted in a miscarriage of justice. [The appellate court]
review([s] the trial court’s denial of a new trial under an abuse of
discretion standard.

Gray v. Bicknell, 86 F.3d 1472, 1480-81 (8th Cir. 1996) (citations omitted).
“In reviewing a substantive challenge to jury instructions, the pertinent
query is whether the instructions, taken as a whole and viewed in light of the

evidence and applicable law, fairly and adequately submitted the issues in the

case to the jury.” Horstmyer v. Black & Decker, (U.S.), Inc., 151 F.3d 765, 771 (8th

Cir. 1998) (citation omitted). “The key question is whether a new trial should

have been granted to avoid a miscarriage of justice.” Harrison v. Purdy Bros.

Trucking Co., Inc., 312 F.3d 346, 351 (8th Cir. 2002) (citation omitted).

B.  Prejudicial Effect of Any Error of Law
1. Standard
Thomas argues that if the Court erred in giving Jury Instruction No. 15, it
must grant a new trial because the Special Verdict Form did not specify whether

the jurors had found an actual distribution or not. Therefore, the jurors might



have found that Thomas infringed by making a copyrighted song available even
if there was no actual distribution. Plaintiffs assert that, even if the Court erred in
its instruction, that error had no effect on the jury verdict because Thomas
violated the reproduction right and because Plaintiffs proved that their agent,
MediaSentry, downloaded songs from Thomas.

The Court “will reverse a jury verdict only if the erroneous instruction
affected a party’s substantial rights, and thus a new trial is necessary only when
the errors misled the jury or had a probable effect on the jury’s verdict.” Slidell,

Inc. v. Millenium Inorganic Chems., Inc., 460 F.3d 1047, 1054 (8th Cir. 2006)

(citation omitted). “[W]hen it is impossible to know, in view of the general
verdict returned, whether the jury imposed liability on a permissible or an

impermissible ground, the judgment must be reversed . . ..” Exxon Shipping Co.

v. Baker, 128 S. Ct. 2605, 2615 n.3 (2008) (citation omitted).
2. Reproduction Right
Plaintiffs argue that regardless of the correctness of Jury Instruction No. 15,
Plaintiffs had an indisputably valid reproduction claim, so even an erroneous
instruction did not mislead the jury or prejudice Thomas.

The Special Verdict Form provides no insight as to whether the jurors



found Thomas liable because of Jury Instruction No. 14, dealing with Plaintiffs’
reproduction right, or because of Jury Instruction No. 15, dealing with Plaintiffs’
distribution right. The Court cannot know whether the jury reached its verdict
on permissible or impermissible grounds. Additionally, even if Thomas were
liable under the reproduction right, there is no way for the Court to determine if
the jury would have granted the same high statutory damage award based solely
on violation of the reproduction right.
3. Distribution to MediaSentry

The parties agree that the only evidence of actual dissemination of
copyrighted works was that Plaintiffs” agent, MediaSentry, copied songs.
Plaintiffs argue that even if distribution requires an actual transfer, the trial
evidence established transfers of copyrighted works to MediaSentry. Thomas
retorts that dissemination to an investigator acting as an agent for the copyright
owner cannot constitute infringement.

“It is well-established that the lawful owner of a copyright cannot infringe

its own copyright.” Olan Mills, Inc. v. Linn Photo Co., 23 F.3d 1345, 1348 (8th

Cir. 1994) (citation omitted). However, the Eighth Circuit holds that a copyright

owner’s authorization of an investigator to pursue infringement does “not



authorize the investigator to validate [the third party’s] unlawful conduct.” Id.

“Indeed, the investigator’s assignment [i]s part of [the copyright owner’s]

attempt to stop . . . infringement.” Id. See also RCA/Ariola Int’l, Inc. v. Thomas

& Grayston Co., 845 F.2d 773, 781-82 (8th Cir. 1988) (holding retailer liable for

actively assisting in reproduction of copyrighted works at request of authorized

investigative agent of copyright owners); Atl. Recording Corp. v. Howell, 554 F.
Supp. 2d 976, 985 (D. Ariz. 2008) (“‘[T]he investigator’s assignment was part of
[the recording companies’] attempt to stop [Howell’s] infringement,” and
therefore the 12 copies obtained by MediaSentry are unauthorized.”) (quoting

Olan Mills, 23 F.3d at 1348).

Plaintiffs further argue that even if the law required a defendant’s active
involvement in making distributions, Thomas is liable because she took the active
steps of willfully reproducing copyrighted works without authorization and
affirmatively choosing to place them in a shared folder making them available to
anyone who wanted them on a computer network dedicated to the illegal
distribution of copyrighted works.

Thomas’s supporters argue that this case is unique because, here,

MediaSentry completed the actual downloading of the copies of the works at



issue. She asserts that she did not significantly participate in any distribution to

MediaSentry, so she cannot be liable. In Olan Mills, it was the defendant, not the

investigator, who made the copies. The appellate court explained:

The investigator in this case merely approached Linn Photo in a
conventional manner and offered Linn Photo an opportunity to
infringe upon four clearly marked copyrights. Olan Mills did not
authorize the investigator to validate Linn Photo’s unlawful conduct.
Indeed, the investigator’s assignment was part of Olan Mills’
attempt to stop Linn Photo’s infringement. Accordingly, the copies
made by Linn Photo at the request of the investigator were copyright
violations.

Olan Mills, 23 F.3d at 1348.

Thomas asserts that RCA/Ariola is inapposite because the defendant
“retailers had substantial participation in the infringements in this case and [the
defendants] were vicariously liable for retailers” acts.” RCA/Ariola, 845 F.2d at
779. In that case, the defendants asserted that the district court erred in holding
them to be direct infringers. The Eighth Circuit responded:

This argument ignores the most obvious basis for holding the
retailers liable: the retailers” employees actively assisted in copying
the protected material by inspecting the copyrighted tape and
selecting a blank tape of the proper length to copy the protected
work and by actually operating the machine. This sort of direct
participation in the illegal copying . . . has been held the basis for
direct liability. The retailers” employees did more than simply
supply tape . . .; the retailers here also picked the proper tape to

10



reproduce a particular copyrighted work. They did more than

demonstrate the machine . . . ; here, the employees helped the

customers copy a whole tape, not just enough to demonstrate

operation of the machine, and the customers kept the tape, rather

than erasing it.

RCA/Ariola, 845 F.2d at 781 (citations omitted). Thomas concludes that the
defendants in RCA/Ariola did more than make copyrighted songs available.
They sold blank disks to the customers and physically assisted in the making and
transfer of copyrighted works. Thomas argues that, in this case, the copying was
done by someone who had never met or heard of Thomas.

The Court holds that distribution to MediaSentry can form the basis of an
infringement claim. Eighth Circuit precedent clearly approves of the use of
investigators by copyright owners. While Thomas did not assist in the copying
in the same manner as the retail defendant in Olan Mills — by actually completing
the copying for the investigator — or as the retail defendants in RCA/Ariola — by
assisting in selecting the correct tape on which to record and helping customers
copy — she allegedly did assist in a different, but substantial manner. Plaintiffs
presented evidence that Thomas, herself, provided the copyrighted works for

copying and placed them on a network specifically designed for easy,

unauthorized copying. These actions would constitute more substantial

11



participation in the infringement than the actions of the defendants in the Eighth
Circuit cases who merely assisted in copying works provided by the
investigators.

Although the Court holds that distribution to an investigator, such as
MediaSentry, can constitute unauthorized distribution, in light of Jury Instruction
No. 15, it is impossible to determine upon which basis the jury entered its verdict
or how the erroneous jury instruction affected the jury’s damage calculation.
Therefore, if the Court determines that Jury Instruction No. 15 was incorrect, it
will grant a new trial.

C.  Statutory Framework

The Copyright Act provides that “the owner of copyright under this title
has the exclusive rights to do and to authorize any of the following: . . . (3) to
distribute copies or phonorecords of the copyrighted work to the public by sale
or other transfer of ownership, or by rental, lease, or lending.” 17 U.S.C. § 106(3).
The Act does not define the term “distribute.”

Courts have split regarding whether making copyrighted materials
available for distribution constitutes distribution under § 106(3). The parties

address four main arguments regarding the validity of the “making-available”
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interpretation: 1) whether the plain meaning of the term “distribution” requires
actual dissemination of the copyrighted work; 2) whether the term “distribution”
is synonymous with the term “publication,” which, under the Copyright Act,
does not require actual dissemination or transfer; 3) whether a defendant can be
primarily liable for authorizing dissemination; and 4) whether U.S. treaty
obligations and executive and legislative branch interpretations of the Copyright
Act in relation to those obligations require a particular interpretation of the term
“distribution.”

D. Plain Meaning of the Term “Distribution”

There is a “strong presumption that the plain language of the statute
expresses congressional intent [that] is rebutted only in rare and exceptional

circumstances.” United States v. Clintwood Elkhorn Mining Co., 128 S. Ct. 1511,

1518 (2008) (citations omitted). Each party asserts that the Court should adopt
the plain meaning of the term “distribution;” however, they disagree on what
that plain meaning is. Thomas and her supporters argue that the plain meaning
of the statute compels the conclusion that merely making a work available to the
public does not constitute a distribution. Instead, a distribution only occurs

when a defendant actually transfers to the public the possession or ownership of
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copies or phonorecords of a work. Plaintiffs and their supporters assert that
making a work available for distribution is sufficient.
1. Statutory Language
Starting with the language in § 106(3), the Court notes that Congress
explains the manners in which distribution can be effected: sale, transfer of
ownership, rental, lease, or lending. The provision does not state that an offer to
do any of these acts constitutes distribution. Nor does § 106(3) provide that
making a work available for any of these activities constitutes distribution. An
initial reading of the provision at issue supports Thomas’s interpretation.
2. Secondary Sources
The ordinary dictionary meaning of the word “distribute” necessarily
entails a transfer of ownership or possession from one person to another. See,

e.g., Merriam-Webster’s Collegiate Dictionary (10th ed. 1999) (defining

“distribute” as, among other things, “1: to divide among several or many:
APPORTION . ..2...b: to give out or deliver esp. to members of a group”).

Additionally, the leading copyright treatises conclude that making a work

available is insufficient to establish distribution. See, e.g., 2-8 Nimmer on

Copyright, § 8.11[A] (2008); 4 William F. Patry, Patry on Copyright, § 13.11.50
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(2008).
3. Opinion of the Register of Copyrights
Register of Copyrights, Marybeth Peters, has opined to Congress that
making a copyrighted work available violates the distribution right. See, e.g.,
Letter from Marybeth Peters, Register of Copyrights, to Rep. Howard L. Berman,
Rep. from the 28th Dist. of Cal. (Sept. 25, 2002) (“[M]aking [a work] available for
other users of [a] peer to peer network to download . . . constitutes an

infringement of the exclusive distribution right, as well as the production right.”),

quoted in Motown Record Co., LP v. DePietro, No. 04-CV-2246, 2007 WL 576284,
at *3n.38 (E.D. Pa. Feb. 16, 2007) (unpublished). However, opinion letters from
the Copyright Office to Congress on matters of statutory interpretation are not

binding and are “entitled to respect insofar as they are persuasive.” Broadcast

Music, Inc. v. Roger Miller Music, Inc., 396 F.3d 762, 778 (6th Cir. 2005) (citation

omitted).
4. Use of the Term in Other Provisions of the U.S. Code
As Plaintiffs note, in other provisions of federal copyright law, Congress
has explicitly defined “distribute” to include offers to distribute. See 17 U.S.C.

§ 901(a)(4) (stating, in context of copyright protection of semiconductor chip
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products, that “to “distribute” means to sell, or to lease, bail, or otherwise transfer,
or to offer to sell, lease, bail, or otherwise transfer”); 17 U.S.C. § 506(a)(1)(C)
(imposing criminal penalties for “the distribution of a work being prepared for
commercial distribution, by making it available on a computer network
accessible to members of the public”). In other portions of the Copyright Act,
Congress has explicitly confined the term “distribution” to a physical transfer of
copyrighted material. For example, in the section of the Act providing
compulsory licenses for nondramatic musical works, Congress provides: “For
this purpose, and other than as provided [in Section 115(c)(3)], a phonorecord is
considered “distributed’ if the person exercising the compulsory license has
voluntarily and permanently parted with its possession.” 17 U.S.C. § 115(c)(2).
The differing definitions of “distribute” within copyright law demonstrate
that there is not one uniform definition of the term throughout copyright law. Cf.

Firstar Bank, N.A. v. Faul, 253 F.3d 982, 990 (7th Cir. 2001) (noting that “identical

words used in different parts of the same act are intended to have the same
meaning”) (citation omitted). However, the Court notes that when Congress
intends distribution to encompass making available or offering to transfer, it has

demonstrated that it is quite capable of explicitly providing that definition within
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the statute. In this case, Congress provided the means by which a distribution
occurs — “by sale or other transfer of ownership, or by rental, lease, or lending” —
without also providing that a distribution occurs by an offer to do one of those
actions, as it did in § 901(a)(4). While the Copyright Act does not offer a uniform
definition of “distribution,” the Court concludes that, in light of the examined
provisions, Congress’s choice to not include offers to do the enumerated acts or
the making available of the work indicates its intent that an actual distribution or
dissemination is required in § 106(3).

Plaintiffs and their supporters also urge the Court to consider an entirely
separate title of the U.S. Code, Title 18, addressing criminal penalties for
distribution of child pornography. In that context, the term “distribute” has been
interpreted to include placing the material on a shared folder of a peer-to-peer

network. See, e.g., United States. v. Shaffer, 472 F.3d 1219, 1223-24 (10th Cir.

2007) (interpreting term “distribute” in 18 U.5.C. § 2252A(a)(2) to include placing
child pornography in Kazaa folder and freely allowing others to access and
download the files). The criminal statute regarding distribution of child
pornography is unrelated to the Copyright Act. The Court does not find the

comparison to criminal law persuasive. When the definition of “distribute”
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varies within the Copyright Act itself, the Court is not convinced that a criminal

statute addressing child pornography should carry weight. Moreover, in Shaffer
the court noted that there was, in fact, evidence that the defendant “knew other
people had downloaded child pornography from his shared folder.” Id. at 1224.
Additionally, while there is no liability for an attempt to infringe under the
Copyright Act, there is corresponding liability for attempted distribution in the
criminal context. See 18 U.S.C. § 2252A (b)(1) (providing penalties for “[w]hoever
violates, or attempts or conspires to violate” the distribution prohibition).

The Court does not find the definitive interpretation of the term
“distribute” in other titles of the U.S. Code. However, the Court does note that,
while Congress has not added “offer to distribute” to § 106(3) of the Copyright
Act, it has added “offers to sell” in the related field of patent law. 35 U.S.C.

§ 271(a). See also Eldred v. Ashcroft, 537 U.S. 186, 201-02 (2003) (citing patent

practice as persuasive precedent in a copyright case). Before Congress amended
the Patent Act to expressly include “offers to sell,” courts strictly interpreted the
statutory language, which expressly forbade sales but not offers to sell, as

requiring proof of an actual sale. Rotec Indus. v. Mitsubishi Corp., 215 F.3d 1246,

1251 (Fed. Cir. 2000). Court and congressional actions with regard to the Patent
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Act demonstrate two principles: 1) in the absence of a statutory definition that
explicitly includes or excludes offers to sell or distribute, courts interpret liability
narrowly to not include offers; and 2) Congress can and will amend a statute,
when necessary, to explicitly include liability for an offer to do a prohibited act.

The Court’s examination of the use of the term “distribution” in other
provisions of the Copyright Act, as well as the evolution of liability for offers to
sell in the analogous Patent Act, lead to the conclusion that the plain meaning of
the term “distribution” does not including making available and, instead,
requires actual dissemination. The Court now turns its attention to Plaintiffs’
additional arguments regarding the existence of a making-available right.

E.  Whether “Distribution” Is Synonymous with “Publication”

Plaintiffs advocate that, within the Copyright Act, the term “distribution”
is synonymous with the term “publication.”

“Publication” is the distribution of copies or phonorecords of a

work to the public by sale or other transfer of ownership, or by

rental, lease, or lending. The offering to distribute copies or

phonorecords to a group of persons for purposes of further

distribution, public performance, or public display, constitutes

publication. A public performance or display of a work does not of

itself constitute publication.

17 U.S.C. § 101. Under this definition, making sound recordings available on
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Kazaa could be considered distribution.

The first sentence of the definition of “publication” and § 106(3) are
substantially identical. However, there is additional language in the definition of
“publication.” Relying primarily on legislative history, Plaintiffs assert that the
sentence defining publication as “[t]he offering to distribute copies or
phonorecords to a group of persons for purposes of further distribution, public
performance, or public display” should also apply to the definition of
distribution.

Plaintiffs note that the text of § 106 grants a copyright owner the following
five exclusive rights: “(1) to reproduce the copyrighted work . . . (2) to prepare
derivative works . . . (3) to distribute copies of the work . . . (4) . . . to perform the
copyrighted work publicly; and (5) . . . to display the work publicly.” 17 U.S.C.
§ 106. However, the House and Senate Committees evaluating the Copyright
Act, described the following five rights: “the exclusive rights of reproduction,

adaptation, publication, performance, and display.” Elektra Entm’t Group, Inc.

v. Barker, 551 F. Supp. 2d 234, 241 (S.D.N.Y. 2008) (quoting H.R. Rep. No.
94-1476, at 61 (1976); S. Rep. No. 94-473, at 57 (1976)) (emphasis added in Barker).

The Committee Reports identified the “Rights of Reproduction, Adaptation, and
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Publication” as “[t]he first three clauses of section 106.” Id. (quoting H.R. Rep. at
61; S. Rep. at 57). Also, the House Committee Report stated that § 106(3)
“’establishes the exclusive right of publication” and governs “unauthorized public
distribution” — using the words “distribution” and “publication” interchangeably
within a single paragraph.” Id. (citing H.R. Rep. at 62; S. Rep. at 58). The Court
does not find these snippets of legislative history to be dispositive of the
definition of distribution. Nowhere in this legislative history does Congress state
that distribution should be given the same broad meaning as publication. In any
case, even if the legislative history indicated that some members of Congress
equated publications with distributions under § 106(3), that fact cannot override
the plain meaning of the statute.

Amici assert that the Supreme Court has held that the § 106(3) distribution

right includes publication as defined in § 101. In Harper & Row Publishers, Inc.

v. Nation Enterprises, the Supreme Court examined the extent of the fair use

exception to the right of first publication under the Copyright Act. 471 U.S. 539
(1985). It explained that the Copyright Act “recognized for the first time a
distinct statutory right of first publication.” Id. at 552. In that discussion, the

Supreme Court quoted the Report of the House Committee on the Judiciary,
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which stated: “Clause (3) of section 106, establishes the exclusive right of
publication . . .. Under this provision the copyright owner would have the right
to control the first public distribution of an authorized copy . . . of his work.” Id.
at 552 (ellipsis in original) (quoting H.R. Rep. No. 94-1476, at 62 (1976), 1976

U.S.C.C.A.N. 5659, 5675).

In Harper & Row, the Supreme Court narrowly addressed the issue of first
publication. It did not discuss the meaning of the term distribution; nor did it
discuss publication or distribution in general. Elsewhere within the Harper &
Row opinion, the Supreme Court used language that recognized that publication
and distribution are two distinct concepts. For instance, it wrote, “Section 106 of
the Copyright Act confers a bundle of exclusive rights to the owner of the
copyright. Under the Copyright Act, these rights — to publish, copy, and
distribute the author’s work — vest in the author of an original work from the
time of its creation. §106.” Id. at 546-47 (emphasis added) (footnote omitted). If

Harper & Row stood for the proposition that publication and distribution were

synonymous, then the Supreme Court would not have named the right to
“publish” as a right separate from the right to “distribute.” This Court concludes

that the Harper & Row opinion does not hold that publication and distribution
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are synonymous.

A review of the Copyright Act as a whole also supports the conclusion that
publication and distribution remain distinct concepts. Publication still triggers
certain consequences such as a duty to deposit copies of the work with the
Copyright Office, 17 U.S.C. § 407(a), and the calculation of the date of copyright
termination for works made for hire, anonymous, and pseudonymous works,

§ 302(c).

The Court concludes that simply because all distributions within the
meaning of § 106(3) are publications does not mean that all publications within
the meaning of § 101 are distributions. The statutory definition of publication is
broader than the term distribution as used in § 106(3). A publication can occur
by means of the “distribution of copies or phonorecords of a work to the public
by sale or other transfer of ownership, or by rental, lease or lending.” § 101. This
portion of the definition of publication defines a distribution as set forth in
§106(3). However, a publication may also occur by “offering to distribute copies
or phonorecords to a group of persons for purposes of further distribution, public
performance, or public display.” § 101. While a publication effected by

distributing copies or phonorecords of the work is a distribution, a publication
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effected by merely offering to distribute copies or phonorecords to the public is
merely an offer of distribution, not an actual distribution.

Congress’s choice to use both terms within the Copyright Act
demonstrates an intent that the terms have different meanings. “It is untenable
that the definition of a different word in a different section of the statute was
meant to expand the meaning of “distribution” and liability under § 106(3) to

include offers to distribute.” Atl. Recording Corp. v. Howell, 554 F. Supp. 2d 976,

985 (D. Ariz. 2008). The language of the Copyright Act definition of publication
clearly includes distribution as part of its definition — so all distributions to the
public are publications, but not all publications are distributions to the public.

F. Existence of a Protected Right to Authorize Distribution

Plaintiffs and their supporters also take the position that authorizing
distribution is an exclusive right protected by the Copyright Act. They base this
argument on the fact that § 106 states “the owner of copyright under this title has
the exclusive rights to do and to authorize any of the following . .. (3) to
distribute . . . .” (emphasis added). Plaintiffs claim that the statute grants two
separate rights — the right to “do” distribution and the right to “authorize”

distribution. Therefore, making sound recordings available on Kazaa violates the
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copyright owner’s exclusive right to authorize distribution.

The Court concludes that the authorization clause merely provides a
statutory foundation for secondary liability, not a means of expanding the scope
of direct infringement liability. See H.R. Rep. 94-1476, at 61 (1976), 1976
U.S.C.C.A.N. 5659, 5674 (“Use of the phrase ‘to authorize’ is intended to avoid
any questions as to the liability of contributory infringers. For example, a person
who lawfully acquires an authorized copy of a motion picture would be an

infringer if he or she engages in the business of renting it to others for purposes

of unauthorized public performance.”); Venegas-Hernandez v. ACEMLA, 424
F.3d 50, 58 (1st Cir. 2005) (holding that authorize language merely applies to
contributory infringement and relying on legislative history and previous case

law); Subafilms, Ltd. v. MGM-Pathe Commc’ns Co., 24 F.3d 1088, 1093 (9th Cir.

1994) (en banc) (holding that ““to authorize’ [wa]s simply a convenient peg on
which Congress chose to hang the antecedent jurisprudence of third party
liability”) (citation omitted). Without actual distribution, there can be no claim

for authorization of distribution. See, e.g., Latin Amer. Music Co. v. Archdiocese

of San Juan, 499 F.3d 32, 46 (1st Cir. 2007) (“[T]o prove infringement, a claimant

must show an infringing act after the authorization.”) (citation omitted).
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Equating making available with distribution would undermine settled case
law holding that merely inducing or encouraging another to infringe does not,
alone, constitute infringement unless the encouraged party actually infringes.

See, e.g., Metro-Goldwyn-Mayer Studios Inc. v. Grokster, Ltd., 545 U.S. 913, 936-

37 (2005) (“[O]ne who distributes a device with the object of promoting its use to
infringe copyright, as shown by clear expression or other affirmative steps taken

to foster infringement, is liable for the resulting acts of infringement by third

parties.”) (emphasis added). If simply making a copyrighted work available to
the public constituted a distribution, even if no member of the public ever
accessed that work, copyright owners would be able to make an end run around
the standards for assessing contributor copyright infringement.

The Court also rejects Plaintiffs” assertion that its interpretation is

foreclosed by the Supreme Court’s opinion in New York Times Co. v. Tasini, 533

U.S. 483 (2001). In Tasini, the plaintiffs were freelance authors who sold their

copyrighted articles to the defendant print newspaper publishers under contracts
that did not provide for placement of the articles in electronic databases. The
defendants later licensed and provided copies of the freelance articles to

electronic publishers who placed the articles in their electronic databases that
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were available to subscribers. The Supreme Court examined whether the
privilege permitting the publisher of a collective work to reproduce and
distribute the contributing authors” works “as part of . . . [a] revision of that

collective work” applied. 17 U.S.C. § 201(c). The Supreme Court concluded that

the privilege did not apply. Tasini, 533 U.S. at 506.

Plaintiffs claim that, in Tasini, the Supreme Court held that a violation of
the § 106 right to authorize is not limited to contributory infringement. The
Supreme Court noted that the plaintiffs had not made any contributory

infringement claims. Id. at 504. See also Tasini v. New York Times Co., 972 F.

Supp. 804, 809 n.3 (S.D.N.Y. 1997) (“Plaintiffs do not advance the distinct claim
that defendants are contributorily liable for potential copyright infringement by
users of the disputed electronic services.”) (citation omitted). Although there was
no claim for contributory infringement, the Supreme Court stated:

We conclude that the Electronic Publishers infringed the Authors’
copyrights by reproducing and distributing the Articles in a manner
not authorized by the Authors and not privileged by § 201(c). We
further conclude that the Print Publishers infringed the Authors’
copyrights by authorizing the Electronic Publishers to place the
Articles in the Databases and by aiding the Electronic Publishers in
that endeavor.

533 U.S. at 506. See also id. at 498 (“[T]he Print Publishers, through contracts
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licensing the production of copies in the Databases, ‘authorize’ reproduction and
distribution of the Articles, § 106.”) (footnote omitted). However, the Supreme
Court’s Tasini opinion recounts no indication of evidence in the case that any
particular user had actually downloaded any of the copies of the articles.

While, in isolation, the language cited by Plaintiffs could be construed to
indicate the Supreme Court’s approval of an independent right to authorize, the

Court concludes that, as a whole, the Tasini opinion dispels that interpretation.

The Supreme Court noted that the Electronic Publishers had “exercised”
the distribution right “by selling copies of the Articles through the NEXIS
Database, [thus] distribut[ing] copies of the Articles to the public by sale” and
that the Print Publishers had exercised exclusive rights “through contracts
licensing the production of copies in the Databases, [thus] authoriz[ing]
reproduction and distribution of the Articles.” 533 U.S. at 498 (citations omitted).
However, these statements do not presuppose that the Articles were offered to
the public but not downloaded or that the Print Publishers were directly liable for
making available the Articles to the public. Rather, the Supreme Court was
generally discussing the multiple exclusive rights that are violated in the general

scenario in which the Print Publisher provides copies of the Articles to the
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Electronic Publishers, who distribute those copies to the public, who then
download the copies themselves. When the Supreme Court defined the specific
legal issue in the case and when it made its holding, it made clear that the
primary liability by the Print Publishers, which occurred without any proof of
actual dissemination to the public, was the violation of the reproduction right, 17
U.S.C. §106(1).

The Supreme Court clearly stated the legal issue before it: “We granted
certiorari to determine whether the copying of the Author’s Articles in the
Databases is privileged by 17 U.S.C. § 201(c).” 533 U.S. at 493 (emphasis added).
The district court opinion clarified that the plaintiffs alleged a violation of the
reproduction right by the placement of copies of their articles in the electronic
databases: “Plaintiffs complain that the electronic reproductions of their articles,
on NEXIS and on disc, directly infringe their copyrights. They seek to hold
defendants contributorily liable only to the extent that defendants have
cooperated with one another in creating these allegedly infringing works.”

Tasini, 972 F. Supp. at 809 n.3. The Supreme Court emphasized the copying

violations that occurred in violation of the exclusive right to reproduction: “The

Electronic Publishers . . . are selling copies of the Articles. And, as we have
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explained, it is the copies themselves, without any manipulation by users, that

fall outside the scope of the § 201(c) privilege.” Tasini, 533 U.S. at 504. These
passages support the conclusion that when the Supreme Court wrote “that the
Print Publishers infringed the Authors’ copyrights by authorizing the Electronic
Publishers to place the Articles in the Databases and by aiding the Electronic
Publishers in that endeavor,” it was not recognizing an independent
authorization right. Id. at 506. Instead, it was recognizing that the Print
Publishers were directly liable for aiding in the reproduction of the articles for
their use by the Electronic Publishers. As the Supreme Court explicitly held: “In
agreement with the Second Circuit, we hold that § 201(c) does not authorize the
copying at issue here.” Id. at 488 (emphasis added).

The Court concludes that the text of § 106, case law, and legislative history
clearly indicate that the authorization right is a means for secondary liability,
which only applies if there is an actual dissemination.

G.  Eighth Circuit Precedent: National Car Rental System, Inc. v.
Computer Associates International, Inc.

Although the Eighth Circuit Court of Appeals has not addressed the

specific question of whether making a sound recording available for distribution
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is the equivalent of distribution, the appellate court has, in fact, addressed and

rejected the making-available argument. In National Car Rental System, Inc. v.

Computer Associates International, Inc., the Eighth Circuit addressed whether a

claim that National Car Rental System, Inc. (“National”) had violated its license
agreement with Computer Associates International, Inc. (“CA”) by using a
licensed computer program to process data for other companies was preempted
by the Copyright Act. 991 F.2d 426, 430-31 (8th Cir. 1993). In order to answer
this question, the Eighth Circuit addressed “whether CA’s allegation that
National breached their contract by using the program in a fashion not allowed
under the contract protects a right equivalent to one of the exclusive copyright
rights.” Id. The Eighth Circuit concluded “that the contractual restriction on use
of the programs constitutes an additional element making this cause of action not
equivalent to a copyright action.” Id. at 432.

National argued that “an allegation that it used the program for another is
in fact an allegation that it distributed the “functionality” of the program.” Id. at
434. It concluded that, therefore, the claim would be preempted because it would
protect a right equivalent to one of the exclusive rights in copyright. The Eighth

Circuit rejected this argument, reasoning, among other things:

31



[E]ven with respect to computer software, the distribution right is
only the right to distribute copies of the work. As Professor Nimmer
has stated, “[i]nfringement of [the distribution right] requires an
actual dissemination of either copies or phonorecords.” 2 Nimmer
on Copyright § 8.11[A], at 8-124.1.

Id. at 434. Therefore, making the programs available for use for third parties did

not constitute distribution.

The National Car Rental decision is the binding law of the Eighth Circuit
on the meaning of § 106(3) and has been relied upon by numerous district courts

in the peer-to-peer network downloading context. See, e.g., Atl. Recording Corp.

v. Howell, 554 F. Supp. 2d 976, 981 (D. Ariz. 2008) (“The general rule, supported

by the great weight of authority, is that ‘infringement of [the distribution right]
requires an actual dissemination of either copies or phonorecords.””) (quoting

Nat’l Car Rental, 991 F.2d at 434); London-Sire Records, Inc. v. Doe 1, 542 F.

Supp. 2d 153, 167 (D. Mass. 2008) (characterizing the holding of National Car

Rental as “stating that infringement of the distribution right requires the actual
dissemination of copies or phonorecords”).

While the Eighth Circuit did provide multiple reasons for its holding that
National did not distribute functionality, one of those grounds was that

distribution required actual dissemination of a copy. Therefore, the statement
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that “[ilnfringement of [the distribution right] requires an actual dissemination of
either copies or phonorecords” is not dictum. Moreover, as the Court has already
determined, the Eighth Circuit’s holding is consistent with the only reasonable

interpretation of § 106(3).

Amici argue that, even if the Court does follow National Car Rental, it
should find that a defendant who makes copyrighted works available for file-
sharing over a peer-to-peer network should be deemed to have satisfied any
requirement of actual dissemination of copies or phonorecords. Amici argue that
this rule is appropriate because peer-to-peer infringers use technology
specifically configured not to retain direct evidence of wrongdoing, making proof
of actual dissemination difficult. This argument is based on the Fourth Circuit

decision of Hotaling v. Church of Jesus Christ of Latter-Day Saints, 118 F.3d 199

(4th Cir. 1997).

H. Hotaling v. Church of Jesus Christ of Latter-Day Saints

In Hotaling, the Fourth Circuit held that “a library distributes a published
work, within the meaning of the Copyright Act, when it places an unauthorized
copy of the work in its collection, includes the copy in its catalog or index system,

and makes the copy available to the public.” Id. at 201 (citation omitted).
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The Fourth Circuit noted, “In order to establish “distribution’ of a

copyrighted work, a party must show that an unlawful copy was disseminated

‘to the public.”” 1d. at 203 (citing, e.g., 17 U.S5.C. § 106(3); Nat'l Car Rental, 991
F.2d at 434). In Hotaling, there was no evidence in the record “showing specific
instances within the limitations period in which the libraries loaned the
infringing copies to members of the public.” Id. at 203. The court concluded,
When a public library adds a work to its collection, lists the work in
its index or catalog system, and makes the work available to the
borrowing or browsing public, it has completed all the steps
necessary for distribution to the public. At that point, members of
the public can visit the library and use the work. Were this not to be
considered distribution within the meaning of § 106(3), a copyright
holder would be prejudiced by a library that does not keep records
of public use, and the library would unjustly profit by its own
omission.
Id. at 203. As demonstrated by the quotation above, the Fourth Circuit did not
analyze any case law to support its conclusion that making the copyrighted
materials available for distribution constituted distribution. Nor did it conduct
any analysis of § 106(3). Instead, the court was guided by equitable concerns.
Some courts have applied the principle articulated in Hotaling to conclude

that merely making a work available for others to download over a peer-to-peer

network may constitute a distribution. See, e.g., Warner Bros. Records, Inc. v.
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Payne, Civil Action No. W-06-CA-051, 2006 WL 2844415, at *3-4 (W.D. Tex. July
17, 2006) (“Listing unauthorized copies of sound recordings using an online
file-sharing system constitutes an offer to distribute those works, thereby
violating a copyright owner’s exclusive right of distribution. ) (citing, e.g.,
Hotaling, 118 F.3d at 203).

Amici conclude that Hotaling’s deemed distributed liability should apply
to peer-to-peer file sharing because a contrary rule would reward infringers who

use technology configured to not retain direct evidence of wrongdoing. See

Warner Bros. Records, Inc., 2006 WL 2844415, at *3 (“[TThe same evidentiary
concerns that were present in Hotaling are also present in a case involving peer-
to-peer file sharing programs. As Plaintiffs note, ‘[pliracy typically takes place
behind closed doors and beyond the watchful eyes of a copyright holder.””)
(citations omitted).

National Car Rental, not Hotaling, is binding upon this Court. Moreover,

National Car Rental, not Hotaling, is consistent with the logical statutory

interpretation of § 106(3), the body of Copyright Act case law, and the legislative
history of the Copyright Act. Nonetheless, it is appropriate to note that this

Court’s rejection of Hotaling in favor of the plain meaning of § 106(3) does not
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leave copyright holders without redress. The specter of impossible-to-meet
evidentiary standards raised by amici is overstated. A person who makes an
unauthorized copy or phonorecord of a copyrighted work for the purposes of
uploading it onto a peer-to-peer network, absent a defense such as fair use,
violates the reproduction right. 17 U.S.C. § 106(a). That person might also be
liable for indirect infringement to the extent that her conduct caused others to
engage in unauthorized reproduction, adaptation, public distribution, public
performance, or public display of another’s copyrighted work.

The end user who accesses or downloads the unauthorized copy or
phonorecord may be liable for direct infringement, depending on the facts of the
case and the applicability of defenses, such as the fair use defense. Under certain
circumstances, a person who markets products or services that can enable others
to infringe or to circumvent technological measures that control or restrict access
to copyrighted works also may be liable for indirect infringement or for violation
of the Digital Millennium Copyright Act, 17 U.S.C. §§ 1201(a)(2), (b).

Finally, while the Court does not adopt the deemed-disseminated theory

based on Hotaling, it notes that direct proof of actual dissemination is not

required by the Copyright Act. Plaintiffs are free to employ circumstantial
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evidence to attempt to prove actual dissemination. Overall, it is apparent that
implementation of Congress’s intent through a plain meaning interpretation of
§ 106(3) will not leave copyright holders without recourse when infringement
occurs over a peer-to-peer network.

L. Implications of International Law

1. U.S. Treaty Obligations Regarding the Making-Available
Right

The United States is party to the World Intellectual Property Organization
(“WIPO”) Copyright Treaty (“WCT”) and the WIPO Performances and
Phonograms Treaty (“WPPT”). S. Rep. No. 105-190, 5, 9 (1998). It is undisputed
that the WCT and the WPPT recognize a making-available right that is not
dependent on proof that copies were actually transferred to particular
individuals. WCT art. 6(1), art. 8§; WPPT art. 12(1), art. 14. Additionally, by
ratifying and adopting the treaties, the legislative and executive branches
indicated that U.S. law complied with the treaties by protecting that making-
available right.

Amici also note that the United States has entered various Free Trade

Agreements (“FTA”) that require the United States to provide a making-available
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right. See, e.g., U.S.-Australia Free Trade Agreement, art. 17.5, May 18, 2004.

2. Charming-Betsy Doctrine

a. Introduction to the Doctrine

Amici assert that under the Charming-Betsy rule, the Court must adopt

any reasonable interpretation of the Copyright Act that would grant Plaintiffs a
making-available right to ensure that the U.S. complies with its treaty obligations.
The Supreme Court has explained:
[T]his Court ordinarily construes ambiguous statutes to avoid
unreasonable interference with the sovereign authority of other
nations. This rule of construction reflects principles of customary
international law — law that (we must assume) Congress ordinarily

seeks to follow.

E. Hoffmann-L.a Roche Ltd. v. Empagran S.A., 542 U.S. 155, 164 (2004). See

Murray v. Schooner Charming Betsy, 6 U.S. (2 Cranch) 64, 118, 2 L. Ed. 208 (1804)

(“[A]n act of Congress ought never to be construed to violate the law of nations if
any other possible construction remains. . ..”).

b.  Application of the Doctrine to Non-Self-Executing
Treaties

The WIPO treaties are not self-executing and lack any binding legal

authority separate from their implementation through the Copyright Act. 17
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U.S.C. § 104(c), (d); Medellin v. Texas, 128 S Ct. 1346, 1365 (2008) (holding that
non-self-executing treaties do not have binding domestic effect). Therefore, the
fact that the WIPO treaties protect a making-available right does not create an

enforceable making-available right for Plaintiffs in this Court. See, e.g.,

Guaylupo-Moya v. Gonzales, 423 F.3d 121, 137 (2d Cir. 2005) (“This declaration
[that the ICCPR is not self-executing] means that the provisions of the ICCPR do
not create a private right of action or separate form of relief enforceable in United
States courts.”) (citations omitted). Rather, the contents of the WIPO treaties are
only relevant insofar as § 106(3) is ambiguous and there is a reasonable
interpretation of § 106(3) that aligns with the United States’ treaty obligations.
C. Application of the Doctrine in This Case

The Court acknowledges that past Presidents, Congresses, and the Register
of Copyrights have indicated their belief that the Copyright Act implements
WIPO'’s make-available right. The Court also acknowledges that, given multiple

reasonable constructions of U.S. law, the Charming-Betsy doctrine directs the

Court to adopt the reasonable construction that is consistent with the United
States’ international obligations. However, after reviewing the Copyright Act

itself, legislative history, binding Supreme Court and Eighth Circuit precedent,
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and an extensive body of case law examining the Copyright Act, the Court
concludes that Plaintiffs” interpretation of the distribution right is simply not

reasonable. The Charming-Betsy doctrine is a helpful tool for statutory

construction, but it is not a substantive law. It is always the case that “clear
congressional action trumps customary international law and previously enacted

treaties.” Guaylupo-Moya, 423 F.3d at 136 (holding that it is improper to apply

the Charming-Betsy canon when “the relevant provisions [of domestic law] are
unambiguous”). Here, concern for U.S. compliance with the WIPO treaties and
the FTAs cannot override the clear congressional intent in § 106(3).

J. Grant of a New Trial

Liability for violation of the exclusive distribution right found in § 106(3)
requires actual dissemination. Jury Instruction No. 15 was erroneous and that
error substantially prejudiced Thomas’s rights. Based on the Court’s error in
instructing the jury, it grants Thomas a new trial. Because the Court grants a new
trial on the basis of jury instruction error, it does not reach Thomas’s claim
regarding excessive damages set forth in her motion for a new trial. Plaintiffs’
request to amend the judgment is denied because the judgment is vacated.

K. Need for Congressional Action

40



The Court would be remiss if it did not take this opportunity to implore
Congress to amend the Copyright Act to address liability and damages in peer-
to-peer network cases such as the one currently before this Court. The Court
begins its analysis by recognizing the unique nature of this case. The defendant
is an individual, a consumer. She is not a business. She sought no profit from
her acts. The myriad of copyright cases cited by Plaintiffs and the Government,
in which courts upheld large statutory damages awards far above the minimum,
have limited relevance in this case. All of the cited cases involve corporate or
business defendants and seek to deter future illegal commercial conduct. The
parties point to no case in which large statutory damages were applied to a party
who did not infringe in search of commercial gain.

The statutory damages awarded against Thomas are not a deterrent
against those who pirate music in order to profit. Thomas’s conduct was
motivated by her desire to obtain the copyrighted music for her own use. The
Court does not condone Thomas'’s actions, but it would be a farce to say that a
single mother’s acts of using Kazaa are the equivalent, for example, to the acts of
global financial firms illegally infringing on copyrights in order to profit in the

securities market. Cf. Lowry’s Reports, Inc. v. Legg Mason, Inc., 271 F. Supp. 2d
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737,741-42 (D. Md. 2003) (describing defendants as a “global financial-services
firm” and a corporation that brokers securities).

While the Court does not discount Plaintiffs” claim that, cumulatively,
illegal downloading has far-reaching effects on their businesses, the damages
awarded in this case are wholly disproportionate to the damages suffered by
Plaintiffs. Thomas allegedly infringed on the copyrights of 24 songs - the
equivalent of approximately three CDs, costing less than $54, and yet the total
damages awarded is $222,000 — more than five hundred times the cost of buying
24 separate CDs and more than four thousand times the cost of three CDs. While
the Copyright Act was intended to permit statutory damages that are larger than
the simple cost of the infringed works in order to make infringing a far less
attractive alternative than legitimately purchasing the songs, surely damages that
are more than one hundred times the cost of the works would serve as a
sufficient deterrent.

Thomas not only gained no profits from her alleged illegal activities, she
sought no profits. Part of the justification for large statutory damages awards in
copyright cases is to deter actors by ensuring that the possible penalty for

infringing substantially outweighs the potential gain from infringing. In the case
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of commercial actors, the potential gain in revenues is enormous and enticing to
potential infringers. In the case of individuals who infringe by using peer-to-peer
networks, the potential gain from infringement is access to free music, not the
possibility of hundreds of thousands — or even millions — of dollars in profits.
This fact means that statutory damages awards of hundreds of thousands of
dollars is certainly far greater than necessary to accomplish Congress’s goal of
deterrence.

Unfortunately, by using Kazaa, Thomas acted like countless other Internet
users. Her alleged acts were illegal, but common. Her status as a consumer who
was not seeking to harm her competitors or make a profit does not excuse her
behavior. But it does make the award of hundreds of thousands of dollars in
damages unprecedented and oppressive.

Accordingly, based upon the files, records, and proceedings herein, IT IS
HEREBY ORDERED:

1. The Court hereby VACATES the verdict rendered in this case by the

jury and grants Defendant a new trial to commence on a date to be

set by the Court after consultation with the parties.

2. The Judgment entered on October 5, 2007 [Docket No. 106] is
VACATED.
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3. Defendant’s Motion for New Trial, or in the Alternative, for
Remittitur [Docket No. 109] is GRANTED on the grounds set forth
in this Memorandum of Law & Order.

4. Plaintiffs” unopposed Motion to Amend Judgment [Docket No. 116]

is DENIED.
Dated: September 24, 2008 s/Michael ]. Davis
Michael J. Davis
Chief Judge

United States District Court
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SYKES, Circuit Judge. Mostly Memories, Inc. (“Mostly
Memories”) sued For Your Ease Only, Inc. (“For Your
Ease”) and its owners alleging copyright infringement
and various state-law claims. After the district court
dismissed the entire case with prejudice, the defendants
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moved for an award of attorney’s fees on several grounds:
the Copyright Act, 17 U.S.C. § 505; the Illinois Trade
Secrets Act (“ITSA”), 765 ILL. COMP. STAT. 1065/5 (2004);
the vexatious litigation statute, 28 U.S.C. § 1927; and the
court’s inherent power. Although the suit had been dis-
missed on Mostly Memories” own motion because its
counsel had concluded it was completely baseless, the
district court denied the defendants’” motion without
explanation. The court also sua sponte dismissed the
defendants” counterclaims with leave to refile them in
the District of Missouri. The defendants argue that
neither ruling can withstand appeal, and we agree.

First, the district court did not explain why it dis-
missed the counterclaims. The court’s apparent ratio-
nale—a defect in jurisdiction or venue—is not sup-
ported by the record. Second, the court’s summary
denial of the defendants” motion for attorney’s fees was
too threadbare to constitute a reviewable exercise of
discretion. The court neither identified nor applied the
legal principles informing a court’s decision to award
attorneys’ fees under any of the theories asserted by
the defendants. This omission is particularly conspicuous
in light of a prevailing party’s presumptive entitlement
to attorney’s fees under § 505 of the Copyright Act. We
reverse and remand for entry of an appropriate award
of attorney’s fees and reinstatement of the defendants’
counterclaims.

I. Background

Mostly Memories manufactures decorative candles
and other home accessories. For Your Ease specializes in
selling products through QVC, the popular home-shopping
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cable network. Lori Greiner, who co-owns For Your Ease
with her husband, Daniel Greiner, approached Mostly
Memories at a trade show in 2000 and offered to promote
its products to QVC “buyers.” Those buyers determine
which products QVC will offer to the viewing public,
so winning them over is a critical first step for com-
panies looking to market their wares to the legions of QVC
viewers. Mostly Memories accepted Greiner’s offer and
signed a contract in which For Your Ease agreed to act as
Mostly Memories” exclusive sales agent with respect to
QVC. For Your Ease also agreed to work with Mostly
Memories to develop new products to pitch to the net-
work. In exchange, For Your Ease received a 6% com-
mission on each Mostly Memories product QVC ordered.
That commission increased to 10% for any Mostly Memo-
ries products Greiner featured in her own QVC seg-
ment, Clever & Unique Creations with Lori Greiner.

After a three-year honeymoon period, the relationship
between Mostly Memories and For Your Ease began to
deteriorate. In 2004 Mostly Memories notified For Your
Ease that it would be unable to fill outstanding candle
orders from QVC. Afraid of damaging its reputation
with QVC, For Your Ease scrambled to cover the out-
standing orders, ultimately purchasing substitute can-
dles from a third-party manufacturer. Mostly Memories
President Tricia Derges felt that For Your Ease was to
blame for Mostly Memories” inability to fill the QVC can-
dle orders. As such, Derges believed Mostly Memories
was entitled to a “reverse commission” on the substitute
candles. For Your Ease refused to pay any “reverse
commissions,” prompting Derges to write a letter to
QVC accusing For Your Ease of passing off proprietary
Mostly Memories” product designs (i.e., the substitute
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candles) as its own. In that letter Derges also offered to
bypass For Your Ease and sell its products directly to
QVC, an offer For Your Ease later characterized as a
breach of Mostly Memories’ covenant not to compete.
Mostly Memories and For Your Ease then exchanged a
volley of increasingly accusatory letters before Mostly
Memories brought this lawsuit in December 2005. For
Your Ease and Lori and Daniel Greiner were named
defendants. (We will refer to them collectively as “For
Your Ease”.) QVC was also named as a defendant but is
not a party to this appeal.

Mostly Memories” mammoth complaint alleged 47
counts of copyright infringement and various state-law
claims. For Your Ease responded with several counter-
claims, alleging (among other things) that For Your
Ease and Lori Greiner, not Mostly Memories and Derges,
owned the copyrights to many of the products at issue,
and that it was Mostly Memories and its affiliates who
were guilty of infringement. For Your Ease also alleged
that Mostly Memories owed roughly $88,000 in commis-
sions under the parties’ sales contract. The case pro-
ceeded to discovery and For Your Ease eventually de-
posed Derges. She made several statements directly at odds
with the infringement and breach-of-contract allegations
she had verified in Mostly Memories” complaint. Accord-
ingly, John Bickley, Jr., Mostly Memories” lead counsel,
cut off further questioning and conferred with Derges in
another room.

Bickley returned shortly thereafter and announced that
he would be moving to dismiss Mostly Memories” com-
plaint. He promptly did so, premising the motion upon
Rule 11 of the Federal Rules of Civil Procedure and stating
that Derges’s “testimony has caused so much damage to
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her credibility, that to continue the proceedings, by at-
tempting to move to Amend the Complaint, would be
irresponsible.” The district court granted the motion and
dismissed Mostly Memories’ entire case with prejudice.
Mostly Memories immediately retained different coun-
sel and moved to vacate the dismissal under Rule 59(e)
on the ground that Bickley acted without Mostly Memo-
ries” authorization. The district court denied that motion
on June 7, 2006, and Mostly Memories did not timely

appeal.

In the meantime, For Your Ease filed a “Motion for
Attorney’s Fees and Sanctions” based on the Copyright
Act, the ITSA, 28 U.S.C. § 1927, and the court’s inherent
authority. At a hearing on August 23, 2006, the district
court denied the motion, stating only that the “unfortunate
series of events that occurred here [do not] warrant the
imposition of sanctions.” At that hearing the court also
dismissed sua sponte For Your Ease’s counterclaims
without prejudice, telling For Your Ease it could refile
them in the District of Missouri. The court then con-
cluded: “This case is over [within] this district, as far as
I'm concerned.” These oral rulings were consolidated
into an August 23 minute order from which For Your
Ease took this timely appeal.

At the end of the August 23 hearing, counsel for
QVC announced his intention to file an attorney’s fees
petition on behalf of QVC. He later did so, at which point
For Your Ease filed another motion for attorney’s fees,
reiterating its prior arguments and adding one based on
the contract between the parties. The district court sum-
marily denied these motions in a separate order dated
October 19, 2006, roughly one month after For Your
Ease filed its notice of appeal from the August 23 order.
No appeal was taken from this order.
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Also on October 19, the district court denied Mostly
Memories” Rule 60(b) motion seeking reinstatement of
its claims. Mostly Memories then timely appealed this
order and belatedly attempted to appeal the earlier dis-
missal of its lawsuit and the denial of its Rule 59(e) motion.
In a brief unpublished order, we dismissed the untimely
appeal of the district court’s earlier orders dismissing
the case and denying the Rule 59(e) motion and sum-
marily affirmed the denial of Mostly Memories” Rule 60(b)
motion.

II. Analysis

For Your Ease challenges the dismissal of its counter-
claims and the denial of its motion for attorney’s fees.
Before considering the merits, we must address two
issues of appellate jurisdiction. See Wingerter v. Chester
Quarry Co., 185 F.3d 657, 660 (7th Cir. 1998) (“A court of
appeals has an obligation to examine its jurisdiction sua
sponte, even if the parties fail to raise a jurisdictional
issue.”). The first issue is whether the court’s August 23
order dismissing For Your Ease’s counterclaims without
prejudice was final for purposes of 28 U.S.C. § 1291. A
dismissal without prejudice is normally nonfinal because
the plaintiff remains free to refile his case. Doctor’s Assocs.
v. Duree, 375 F.3d 618, 622 (7th Cir. 2004); see also
Quackenbush v. Allstate Ins. Co., 517 U.S. 706, 712 (1996)
(“[A] decision is ordinarily considered final and appeal-
able under § 1291 only if it ‘ends the litigation on the
merits and leaves nothing for the court to do but execute
the judgment.” ” (quoting Catlin v. United States, 324
U.S. 229, 233 (1945))). In some instances, however, a
dismissal without prejudice may effectively end the
litigation and thus constitute a final order for purposes
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of appellate review. Duree, 375 F.3d at 622 (citing as
examples a party’s inability to amend the dismissed
complaint or file a new complaint within the statute of
limitations).

Here, the district court’s dismissal of For Your Ease’s
counterclaims (following the dismissal of Mostly Memo-
ries’” complaint) unequivocally ended the litigation in
the Northern District of Illinois. The judge made it clear
that he considered the case “over [within] this district, as
far as I am concerned.” Neither an amended pleading nor
a newly filed action could resurrect For Your Ease’s
counterclaims in the Northern District. See Kaba v. Stepp,
458 F.3d 678, 680 (7th Cir. 2006) (“[D]ismissal without
prejudice . . . is effectively a final order because no amend-
ment could resolve the problem.”); ITOFCA, Inc. v.
MegaTrans Logistics, Inc., 235 F.3d 360, 363 (7th Cir. 2000)
(no final order where defendant was free to refile its
counterclaims in the district court). The risk of piecemeal
appeals from the district court—one of the concerns
underlying the “final order” requirement in § 1291—is
therefore nonexistent here. ITOFCA, 235 F.3d at 364. The
district court conclusively disposed of For Your Ease’s
counterclaims in the Northern District, and For Your
Ease is entitled to appeal that final disposition in this
circuit. See Hill v. Potter, 352 F.3d 1142, 1144 (7th Cir.
2003) (“The test [for finality] is whether the district
court has finished with the case.”).

The second issue is whether For Your Ease can chal-
lenge the denial of its motion for attorney’s fees in this
appeal given that it later filed a second motion adding
a contractual basis for an award of fees. The district
court’s October 19 order denying this second motion was
separately appealable, see Sonii v. Gen. Elec. Co., 359 F.3d



8 No. 06-3560

448, 449 (7th Cir. 2004) (“[PJost-judgment decisions on
requests for attorneys’ fees are appealable independently
of the merits.”), but no appeal was taken. That does not
affect the finality of the court’s August 23 order, how-
ever. For Your Ease has confined its appellate arguments
to the points it raised in the district court in its first
motion for attorney’s fees, and the August 23 order deny-
ing that motion is properly before this court.

A. For Your Ease’s Counterclaims

For Your Ease seeks reinstatement of its counter-
claims, and ordinarily our review of the district court’s
decision dismissing them would be for an abuse of dis-
cretion. That deferential standard of review applies to
certain categories of dismissals (e.g., a dismissal of pendant
state-law claims under 28 U.S.C. § 1367, see Montano v. City
of Chicago, 375 F.3d 593, 601 (7th Cir. 2004), or a forum
non conveniens dismissal, see Sinochem Int’l Co. v. Malay.
Int’l Shipping Corp., 127 S. Ct. 1184, 1190 (2007)), but here,
the district court’s one-sentence dismissal order defies
categorization and thus is a poor candidate for defer-
ential appellate review. Indeed, we have no idea why
the district court dismissed For Your Ease’s counter-
claims. The order is silent on that matter, and the record
offers little in the way of clarification. If the district
court dismissed the counterclaims for reasons committed
to its discretion (as opposed to nondiscretionary reasons
such as want of subject-matter jurisdiction, see FED. R.
Civ. P. 12(h)(3)), this dearth of explanation could itself
warrant a reversal and remand. See Montano, 375 F.3d at
601 (district court’s failure to explain its dismissal deci-
sion is “practically a fatal one for abuse-of-discretion
review”). The order might be entitled to the benefit of the
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doubt if the record otherwise established a basis for
the dismissal, Burrell v. Powers, 431 F.3d 282, 285 n.1 (7th
Cir. 2005), but our review of the record has revealed none.

One passing statement in the transcript implies that the
court’s rationale for the dismissal had something to do
with the state of residency (Missouri) of the counter-
claim defendants. To the extent the court was hinting
at a defect in jurisdiction or venue, this was error. Because
For Your Ease’s copyright infringement counterclaim
presented an independent and live federal controversy,
jurisdiction was proper under §§ 1331 and 1338 (along
with § 1367 for the supplemental state-law claims), and
thus the counterclaim defendants” state of residency or
domicile is irrelevant.! Any objection to personal jurisdic-
tion or venue in the Northern District of Illinois was
waived. See FED. R. CIv. P. 12(b)(2), (3), & 12(h); see also
§ 1406(b) (“Nothing in this chapter shall impair the juris-
diction of a district court of any matter involving a
party who does not interpose timely . . . objection to the
venue.”).

The district court does have discretion to transfer a
case to another proper venue “in the interest of justice” and
“[f]or the convenience of parties and witnesses,” § 1404(a),
but the court dismissed rather than transferred For Your
Ease’s counterclaims. Cf. Hyatt Int’l Corp. v. Coco, 302 F.3d

' For Your Ease conceded in its brief and at oral argument
that the dismissal with prejudice of Mostly Memories” com-
plaint rendered moot two of its counterclaims seeking de-
claratory relief: counterclaim IV for declaration of invalidity
of copyrights and counterclaim V for declaration of noninfringe-
ment of copyrights. We agree and affirm the dismissal of
these two counterclaims. See 28 U.S.C. § 2201(a); Super Sack Mfg.
Corp. v. Chase Packaging Corp., 57 F.3d 1054, 1059 (Fed. Cir. 1995).
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707, 717 (7th Cir. 2002) (“[W]ith respect to cases wholly
within the system of U.S. federal courts, the doctrine [of
forum non conveniens] has been largely replaced by
the transfer of venue statute.”). Having found no defect
in jurisdiction or venue, we can discern no rationale for
the dismissal of For Your Ease’s counterclaims. Accord-
ingly, we remand with instructions to reinstate them.

B. For Your Ease’s Entitlement to Attorney’s Fees as the
“Prevailing Party”

For Your Ease moved for attorney’s fees under § 505
of the Copyright Act of 1976 and section 1065/5 of the
ITSA. See 17 U.S.C. § 505; 765 ILL. COMP. STAT. 1065/5
(2004). Section 505 authorizes an award of fees to the
prevailing party in a suit under the Copyright Act; the
state statute permits an award of fees as a sanction for
bad faith ITSA litigation. Compare Fogerty v. Fantasy, Inc.,
510 U.S. 517, 534 n.19 (1994) (concerning fee-shifting
under § 505), with 765 ILL. COMP. STAT. 1065/5 (the sanc-
tioned party must have acted in “bad faith”). For Your
Ease also invoked the vexatious litigation statute, 28
US.C. § 1927, and the court’s inherent authority. The
district court denied the motion without explanation.

While an award of attorney’s fees under § 505 is en-
trusted to the district court’s discretion, FASA Corp. v.
Playmates Toys, Inc., 108 F.3d 140, 141 (7th Cir. 1997), we
have held that the prevailing party in Copyright Act
litigation is presumptively entitled to an award of fees
under § 505, Woodhaven Homes & Realty, Inc. v. Hotz,
396 F.3d 822, 824-25 (7th Cir. 2005); Assessment Techs. of WI,
LLC v. WIREData, Inc., 361 F.3d 434, 436-37 (7th Cir. 2004).
In the case of prevailing defendants, we have described
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this presumption as “very strong.” Assessment Techs., 361
F.3d at 437. There is no question that a dismissal with
prejudice makes the defendant the prevailing party for
purposes of an award of attorney’s fees under § 505.
Claiborne v. Wisdom, 414 F.3d 715, 719 (7th Cir. 2005). This
is no less true when a case is dismissed because the plain-
tiff “threw in the towel”—that is, where the dismissal is
on the plaintiff’'s own motion. Riviera Distributors, Inc. v.
Jones, 517 F.3d 926, 928 (7th Cir. 2008).

The district court’s summary ruling reflects no con-
sideration of these principles. The judge simply said Mostly
Memories” conduct did not “warrant[ ] the imposition of
sanctions,” but the loser’s conduct need not be
“sanctionable” for the winner to be entitled to attorney’s
fees under § 505. Id. For Your Ease was the prevailing
party and is entitled to an award of attorney’s fees under
the Copyright Act. Because For Your Ease is entitled
to reimbursement of its attorney’s fees under § 505,
we need not consider its arguments for an award of
fees under the ITSA, § 1927, or the court’s inherent au-
thority.

Accordingly, we REVERSE the district court’s order
dismissing For Your Ease’s counterclaims and remand
with instructions to reinstate them.> We also REVERSE
the court’s order denying For Your Ease’s motion for
attorney’s fees under § 505 and REMAND with instruc-
tions to enter an appropriate award of fees.

2 As noted in note 1, however, we affirm the dismissal of the
counterclaims For Your Ease has conceded are moot.
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