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12-2807-cv

AEREO, INC.,
Defendant-Counter-Claimant-Appellee,
-------------------------------X
Before:
CHIN and DRONEY, Circuit Judges, GLEESON, District Judge.*
Appeal from an order of the United States District Court for the Southern District of New
York (Nathan, J.) denying Plaintiffs’ motion for a preliminary injunction barring Defendant Aereo
from transmitting recorded broadcast television programs to its subscribers while the programs are
airing on broadcast television. The district court correctly concluded that Aereo’s system is not
materially distinguishable from the system upheld in Cartoon Network LP, LLLP v. CSC Holdings,
Inc., 536 F.3d 121 (2d Cir. 2008). We therefore AFFIRM the order of the district court.
Judge CHIN dissents in a separate opinion.
PAUL M. SMITH, Steven B. Fabrizio, Scott B. Wilkens,
Matthew E. Price, Jenner & Block LLP, Washington, DC;
Richard L. Stone, Amy M. Gallegos, Jenner & Block
LLP, Los Angeles, CA, for Plaintiffs-Appellants WNET,
Thirteen, et al.
BRUCE P. KELLER, Jeffrey P. Cunard, Michael R. Potenza,
Debevoise & Plimpton LLP, New York, NY, for
Plaintiffs-Appellants Am. Broad. Cos., Inc., et al.
R. DAVID HOSP, John C. Englander, Mark S. Puzella,
Yvonne W Chan, Erin M. Michael, Goodwin Procter
LLP, Boston, MA; Michael S. Elkin, Thomas P. Lane,
Winston & Strawn LLP, New York, NY; Seth D.
Greenstein, Constantine Cannon LLP, Washington, DC;
Jennifer A. Golinveaux, Winston & Strawn LLP, San
Francisco, CA, for Defendant-Appellee.

*

The Honorable John Gleeson, United States District Court for the Eastern District of
New York, sitting by designation.
2
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Robert Alan Garrett, Lisa S. Blatt, Stephen M. Marsh, R.
Stanton Jones, Arnold & Porter LLP, Washington, DC,
for amici curiae National Basketball Association, NBA
Media Ventures, LLC, NBA Properties, Inc., National
Football League, National Hockey League, Office of the
Commissioner of Baseball, and MLB Advanced Media,
L.P. in support of Plaintiffs-Appellants.
Kelly M. Klaus, Munger, Tolles & Olson LLP, Los
Angeles, CA; Samantha Dulaney, I.A.T.S.E. In House
Counsel, New York, NY; Duncan W. Crabtree-Ireland,
Chief Administrative Officer & General Counsel, SAGAFTRA, Los Angeles, CA; Anthony R. Segall, Rothner,
Segall & Greenstone, Pasadena, CA; Susan Cleary, Vice
President & General Counsel, Independent Film &
Television Alliance, Los Angeles, CA, for amici curiae
Paramount Pictures Corporation, Warner Bros.
Entertainment Inc., Directors Guild of America, Inc.,
Alliance of Theatrical Stage Employees, Moving Picture
Technicians, Artists and Allied Crafts of the United
States, Its Territories and Canada, AFL-CIO, CLC,
Screen Actors Guild-American Federation of Television
and Radio Artists, Writers Guild of America, West, Inc.,
Independent Film & Television Alliance, Lions Gate
Entertainment, Inc., and Metro-Goldwyn-Mayer Studios
Inc. in support of Plaintiffs-Appellants.
Robert A. Long, Matthew S. DelNero, Daniel Kahn,
Covington & Burling LLP, Washington, DC, for amici
curiae The National Association of Broadcasters, The
ABC Television Affiliates Association, The CBS
Television Network Affiliates Association, The NBC
Television Affiliates, and The Fox Television Affiliates
Association in support of Plaintiffs-Appellants.
Jeffrey A. Lamken, Robert K. Kry, MoloLamken LLP,
Washington, DC, for amicus curiae Cablevision Systems
Corporation in support of Plaintiffs-Appellants.
Steven J. Metalitz, Eric J. Schwartz, J. Matthew Williams,
Mitchell Silberberg & Knupp LLP, Washington, DC; Paul
V. LiCalsi, Mitchell Silberberg & Knupp LLP, New
York, NY, for amici curiae The American Society of
3
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Composers, Authors and Publishers, Broadcast Music,
Inc., The National Music Publishers Association, The
Association of Independent Music Publishers, The
Church Music Publishers Association, The Nashville
Songwriters Association International, The Recording
Industry Association of America, the Recording Academy,
SESAC, Inc., The Society of Composers & Lyricists, The
Songwriters Guild of America, Inc., and Soundexchange,
Inc., in support of Plaintiffs-Appellants.
Ralph Oman, The George Washington University Law
School, Washington, DC, for amicus curiae Ralph Oman,
Former Register of Copyrights of the United States in
support of Plaintiffs-Appellants.
Jonathan Band, Jonathan Band PLLC, Washington, DC,
for amici curiae The Computer & Communications
Industry Association and The Internet Association in
support of Defendant-Appellee.
Michael C. Rakower, Law Office of Michael C. Rakower,
P.C., New York, NY, for amici curiae Intellectual
Property and Copyright Law Professors in support of
Defendant-Appellee.
Mitchell L. Stoltz, Electronic Frontier Foundation, San
Francisco, CA; Sherin Siy, John Bergmayer, Public
Knowledge, Washington, DC; Michael Petricone,
Consumer Electronics Association, Arlington, VA, for
amici curiae The Electronic Frontier Foundation, Public
Knowledge, and The Consumer Electronics Association
in support of Defendant-Appellee.
Peter Jaszi, Kate Collins, Seth O. Dennis, Sarah K.
Leggin, Bijan Madhani, American University Washington
College of Law, Washington, DC, for amici curiae The
Consumer Federation of America and Consumers Union
in support of Defendant-Appellee.

40
41
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DRONEY, Circuit Judge:

2

Aereo, Inc. (“Aereo”) enables its subscribers to watch broadcast television programs over

3

the internet for a monthly fee. Two groups of plaintiffs, holders of copyrights in programs broadcast

4

on network television, filed copyright infringement actions against Aereo in the United States

5

District Court for the Southern District of New York. They moved for a preliminary injunction

6

barring Aereo from transmitting programs to its subscribers while the programs are still airing,

7

claiming that those transmissions infringe their exclusive right to publicly perform their works. The

8

district court (Nathan, J.) denied the motion, concluding that the plaintiffs were unlikely to prevail

9

on the merits in light of our prior decision in Cartoon Network LP, LLLP v. CSC Holdings, Inc., 536

10

F.3d 121 (2d Cir. 2008) (“Cablevision”). We agree and affirm the order of the district court denying

11

the motion for a preliminary injunction.1

12

BACKGROUND

13

The parties below agreed on all but one of the relevant facts of Aereo’s system, namely

14

whether Aereo’s antennas operate independently or as a unit. The district court resolved that

15

issue, finding that Aereo’s antennas operate independently. The Plaintiffs do not appeal that

16

factual finding. Thus the following facts are undisputed.

17

I.

18
19

Aereo’s System
Aereo transmits to its subscribers broadcast television programs over the internet for a

monthly subscription fee. Aereo is currently limited to subscribers living in New York City and

1

The two actions, although not consolidated in the district court, proceeded in tandem and
the district court’s order applied to both actions.
5
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1

offers only New York area channels. It does not have any license from copyright holders to

2

record or transmit their programs.

3

The details of Aereo’s system are best explained from two perspectives. From its

4

subscribers’ perspective, Aereo functions much like a television with a remote Digital Video

5

Recorder (“DVR”) and Slingbox.2 Behind the scenes, Aereo’s system uses antennas and a

6

remote hard drive to create individual copies of the programs Aereo users wish to watch while

7

they are being broadcast or at a later time. These copies are used to transmit the programs to the

8

Aereo subscriber.

9

A.

The Subscriber’s Perspective

10

Aereo subscribers begin by logging on to their account on Aereo’s website using a

11

computer or other internet-connected device. They are then presented with a programming guide

12

listing broadcast television programs now airing or that will air in the future. If a user selects a

13

program that is currently airing, he is presented with two options: “Watch” and “Record.” If the

14

user selects “Watch,” the program he selected begins playing, but the transmission is briefly

15

delayed relative to the live television broadcast.3 Thus the user can watch the program nearly

16

live, that is, almost contemporaneously with the over-the-air broadcast. While the user is

17

watching the program with the “Watch” function, he can pause or rewind it as far back as the

2

A Slingbox is a device that connects the user’s cable or satellite set-top box or DVR to
the internet, allowing the user to watch live or recorded programs on an internet-connected
mobile device, such as a laptop or tablet.
3

The technical operation of Aereo’s system, discussed below, results in a slight delay in
transmitting the program, which means that an Aereo subscriber using the “Watch” feature sees
the program delayed by approximately ten seconds.
6
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1

point when the user first began watching the program.4 This may result in the user watching the

2

program with the “Watch” feature after the over-the-air broadcast has ended. At any point while

3

watching the program with the “Watch” feature, the user can select the “Record” button, which

4

will cause Aereo’s system to save a copy of the program for later viewing. The recorded copy of

5

the program will begin from the point when the user first began watching the program, not from

6

the time when the user first pressed the “Record” button.5 If a user in “Watch” mode does not

7

press “Record” before the conclusion of the program, the user is not able to watch that program

8

again later.

9

An Aereo user can also select a program that is currently airing and press the “Record”

10

button. In that case, a copy of the program will be saved for later viewing. However, the

11

“Record” function can also be used to watch a program nearly live, because the user can begin

12

playback of the program being recorded while the recording is being made. Thus the difference

13

between selecting the “Watch” and the “Record” features for a program currently airing is that

14

the “Watch” feature begins playback and a copy of the program is not retained for later viewing,

15

while the “Record” feature saves a copy for later viewing but does not begin playback without

16

further action by the user.

17

If an Aereo user selects a program that will air in the future, the user’s only option is the

18

“Record” function. When the user selects that function, Aereo’s system will record the program

4

Thus if an Aereo user starts watching a program five minutes after it first began airing,
he can rewind back to the five-minute mark, but not earlier.
5

Thus if an Aereo user starts watching a program five minutes after it first began airing
and presses the “Record” button at the twenty-minute mark, the recorded copy will begin from
the five-minute mark.
7
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1

when it airs, saving a copy for the user to watch later. An Aereo user cannot, however, choose

2

either to “Record” or “Watch” a program that has already finished airing if he did not previously

3

elect to record the program.

4

The final notable feature of Aereo’s system is that users can watch Aereo programing on

5

a variety of devices. Aereo’s primary means of transmitting a program to a user is via an internet

6

browser, which users can access on their computers. Aereo users can also watch programs on

7

mobile devices such as tablets or smart phones using mobile applications. Finally, Aereo

8

subscribers can watch Aereo on an internet-connected TV or use a stand-alone device to connect

9

their non-internet TVs to Aereo.

10

Aereo’s system thus provides the functionality of three devices: a standard TV antenna, a

11

DVR, and a Slingbox-like device. These devices allow one to watch live television with the

12

antenna; pause and record live television and watch recorded programing using the DVR; and

13

use the Slingbox to watch both live and recorded programs on internet-connected mobile

14

devices.

15

B.

The Technical Aspects of Aereo’s System

16

Aereo has large antenna boards at its facility in Brooklyn, New York. Each of these

17

boards contains approximately eighty antennas, which consist of two metal loops roughly the

18

size of a dime. These boards are installed parallel to each other in a large metal housing such that

19

the antennas extend out of the housing and can receive broadcast TV signals. Aereo’s facility

20

thus uses thousands of individual antennas to receive broadcast television channels.6

6

As mentioned in the text above, the lone factual dispute below was whether Aereo’s
antennas function independently or as one unit. The district court resolved this dispute in favor
8
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When an Aereo user selects a program to watch or record, a signal is sent to Aereo’s

2

antenna server. The antenna server assigns one of the individual antennas and a transcoder to the

3

user. The antenna server tunes that antenna to the broadcast frequency of the channel showing

4

the program the user wishes to watch or record. The server transcodes the data received by this

5

antenna, buffers it, and sends it to another Aereo server, where a copy of the program is saved to

6

a large hard drive in a directory reserved for that Aereo user. If the user has chosen to “Record”

7

the program, the Aereo system will create a complete copy of the program for that user to watch

8

later. When the user chooses to view that program, Aereo’s servers will stream the program to

9

the user from the copy of the program saved in the user’s directory on the Aereo server. If the

10

user instead has chosen to “Watch” the program, the same operations occur, except that once six

11

or seven seconds of programming have been saved in the hard drive copy of the program in the

12

user’s directory on the Aereo server, the Aereo system begins streaming the program to the user

13

from this copy. Thus even when an Aereo user is watching a program using the “Watch” feature,

14

he is not watching the feed directly or immediately from the antenna assigned to him. Rather the

15

feed from that antenna is used to create a copy of the program on the Aereo server, and that copy

16

is then transmitted to the user. If at any point before the program ends, the user in “Watch” mode

17

selects “Record,” the copy of the program is retained for later viewing. If the user does not press

18

“Record” before the program ends, the copy of the program created for and used to transmit the

19

program to the user is automatically deleted when it has finished playing.

of Aereo, finding that its antennas operate independently. Am. Broad. Cos., Inc. v. Aereo, 874 F.
Supp. 2d 373, 381 (S.D.N.Y. 2012). The Plaintiffs do not contest this finding on appeal.
9
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Three technical details of Aereo’s system merit further elaboration. First, Aereo assigns

2

an individual antenna to each user. No two users share the same antenna at the same time, even if

3

they are watching or recording the same program.7 Second, the signal received by each antenna

4

is used to create an individual copy of the program in the user’s personal directory. Even when

5

two users are watching or recording the same program, a separate copy of the program is created

6

for each. Finally, when a user watches a program, whether nearly live or previously recorded, he

7

sees his individual copy on his TV, computer, or mobile-device screen. Each copy of a program

8

is only accessible to the user who requested that the copy be made, whether that copy is used to

9

watch the program nearly live or hours after it has finished airing; no other Aereo user can ever

10

view that particular copy.

11

II.

The Present Suits

12

Two groups of plaintiffs (the “Plaintiffs”) filed separate copyright infringement actions

13

against Aereo in the Southern District of New York. They asserted multiple theories, including

14

infringement of the public performance right, infringement of the right of reproduction, and

15

contributory infringement. ABC and its co-plaintiffs moved for a preliminary injunction barring

16

Aereo from transmitting television programs to its subscribers while the programs were still

7

Aereo’s system usually assigns these antennas dynamically. Aereo users “share”
antennas in the sense that one user is using a particular antenna now, and another may use the
same antenna when the first is no longer using it. But at any given time, the feed from each
antenna is used to create only one user’s copy of the program being watched or recorded. Thus if
10,000 Aereo users are watching or recording the Super Bowl, Aereo has 10,000 antennas tuned
to the channel broadcasting it.

10
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1

being broadcast. The two sets of plaintiffs agreed to proceed before the district court in tandem,

2

and the motion for preliminary injunction was pursued in both actions simultaneously.

3

Following expedited briefing and discovery and an evidentiary hearing, the district court

4

denied the Plaintiffs’ motion. Am. Broad. Cos., Inc. v. Aereo, 874 F. Supp. 2d 373, 405

5

(S.D.N.Y. 2012). The district court began its analysis with the first factor relevant to granting a

6

preliminary injunction: whether the Plaintiffs have demonstrated a likelihood of success on the

7

merits. Id. at 381 (citing Salinger v. Colting, 607 F.3d 68, 80 (2d Cir. 2010)). The district court

8

found that this factor was determined by our prior decision in Cablevision, 536 F.3d 121. Aereo,

9

874 F. Supp. 2d at 381-82. After a lengthy discussion of the facts and analysis of that decision,

10

the district court concluded that Aereo’s system was not materially distinguishable from

11

Cablevision’s Remote Storage Digital Video Recorder system, which we held did not infringe

12

copyright holders’ public performance right. Id. at 385-86. The district court found unpersuasive

13

each of the Plaintiffs’ arguments attempting to distinguish Cablevision. See id. at 386-96. Thus

14

the court concluded that the Plaintiffs were unlikely to prevail on the merits. Id. at 396.

15

The district court then considered the other three preliminary injunction factors. First, the

16

court concluded that the Plaintiffs had demonstrated a likelihood that they would suffer

17

irreparable harm in the absence of a preliminary injunction. Id. at 396-402. But second, the

18

district court found that an injunction would severely harm Aereo, likely ending its business. Id.

19

at 402-03. As such, the balance of hardships did not tip “decidedly” in favor of the Plaintiffs. Id.

20

at 403. Finally, the district court concluded that an injunction “would not disserve the public

21

interest.” Id. at 403-04. Because the Plaintiffs had not demonstrated a likelihood of success on

11
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1

the merits or a balance of hardship tipping decidedly in their favor, the district court denied their

2

motion for a preliminary injunction. Id. at 405. The Plaintiffs promptly filed an interlocutory

3

appeal, and this case was briefed on an expedited schedule.

4

DISCUSSION

5

We review a district court’s denial of a preliminary injunction for abuse of discretion.

6

WPIX, Inc. v. ivi, Inc., 691 F.3d 275, 278 (2d Cir. 2012). A district court abuses its discretion

7

when its decision rests on legal error or a clearly erroneous factual finding, or when its decision,

8

though not the product of legal error or a clearly erroneous factual finding, cannot be located

9

within the range of permissible decisions. Id.

10

Our decisions identify four factors relevant to granting a preliminary injunction for

11

copyright infringement. First, a district court may issue a preliminary injunction “only if the

12

plaintiff has demonstrated either (a) a likelihood of success on the merits or (b) sufficiently

13

serious questions going to the merits to make them a fair ground for litigation and a balance of

14

hardships tipping decidedly in the plaintiff’s favor.” Salinger v. Colting, 607 F.3d 68, 79 (2d Cir.

15

2010) (internal citation and quotation marks omitted). Second, a plaintiff seeking a preliminary

16

injunction must demonstrate “‘that he is likely to suffer irreparable injury in the absence of’” an

17

injunction. Id. at 79-80 (quoting Winter v. Natural Res. Def. Council, 555 U.S. 7, 20 (2008)). A

18

court may not presume irreparable injury in the copyright context; rather the plaintiff must

19

demonstrate actual harm that cannot be remedied later by damages should the plaintiff prevail on

20

the merits. Id. at 80 (citing eBay Inc. v. MercExchange, L.L.C., 547 U.S. 388, 391 (2006)). Third,

21

a district court “must consider the balance of hardships between the plaintiff and defendant and

12
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1

issue the injunction only if the balance of hardships tips in the plaintiff’s favor.” Id. Fourth and

2

finally, “the court must ensure that ‘the public interest would not be disserved’ by the issuance of

3

a preliminary injunction.” Id. (quoting eBay, 547 U.S. at 391).

4

The outcome of this appeal turns on whether Aereo’s service infringes the Plaintiffs’

5

public performance right under the Copyright Act. The district court denied the injunction,

6

concluding, as mentioned above, that (1) Plaintiffs were not likely to prevail on the merits given

7

our prior decision in Cablevision and (2) the balance of hardships did not tip “decidedly” in the

8

Plaintiffs’ favor. Aereo, 874 F. Supp. 2d at 405. Plaintiffs’ likelihood of success on the merits

9

depends on whether Aereo’s service infringes Plaintiffs’ copyrights. And, as we discuss further

10

below, the balance of hardships is largely a function of whether the harm Aereo would suffer

11

from the issuance of an injunction is legally cognizable, which in turn depends on whether Aereo

12

is infringing the Plaintiffs’ copyrights. See ivi, 691 F.3d at 287. As a result, a preliminary

13

injunction can only be granted if Plaintiffs can show that Aereo infringes their public

14

performance right. We now turn to that issue.

15

I.

16

The Public Performance Right
The 1976 Copyright Act (the “Act”) gives copyright owners several exclusive rights and

17

then carves out a number of exceptions. The fourth of these rights, at issue in this appeal, is the

18

copyright owner’s exclusive right “in the case of literary, musical, dramatic, and choreographic

19

works, pantomimes, and motion pictures and other audiovisual works, to perform the

20

copyrighted work publicly.” 17 U.S.C. § 106(4). The Act defines “perform” as “to recite, render,

21

play, dance, or act [a work], either directly or by means of any device or process or, in the case

13
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1

of a motion picture or other audiovisual work, to show its images in any sequence or to make the

2

sounds accompanying it audible.” 17 U.S.C. § 101. The Act also states:

3
4
5
6
7
8
9
10
11
12
13

17 U.S.C. § 101. This appeal turns on the second clause of this definition (the “Transmit Clause”

14

or “Clause”).

15

To perform or display a work “publicly” means(1)
to perform or display it at a place open to the public or at any place
where a substantial number of persons outside of a normal circle of a
family and its social acquaintances is gathered; or
(2)
to transmit or otherwise communicate a performance or display of
the work to a place specified by clause (1) or to the public, by means of
any device or process, whether the members of the public capable of
receiving the performance or display receive it in the same place or in
separate places and at the same time or at different times.

The relevant history of the Transmit Clause begins with two decisions of the Supreme

16

Court, Fortnightly Corp. v. United Artists Television, Inc., 392 U.S. 390 (1968), and

17

Teleprompter Corp. v. Columbia Broadcasting System, Inc., 415 U.S. 394 (1974). These

18

decisions held that under the then-current 1909 Copyright Act, which lacked any analog to the

19

Transmit Clause, a cable television system that received broadcast television signals via antenna

20

and retransmitted these signals to its subscribers via coaxial cable did not “perform” the

21

copyrighted works and therefore did not infringe copyright holders’ public performance right.

22

Teleprompter, 415 U.S. at 408; Fortnightly, 392 U.S. at 399-401. Even before these cases were

23

decided, Congress had begun drafting a new copyright act to respond to changes in technology,

24

most notably, cable television.

25

These efforts resulted in the 1976 Copyright Act. The Act responded to the emergence of

26

cable television systems in two ways. First, it added the Transmit Clause. The legislative history

14
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shows that the Transmit Clause was intended in part to abrogate Fortnightly and Teleprompter

2

and bring a cable television system’s retransmission of broadcast television programming within

3

the scope of the public performance right. H.R. Rep. 94-1476, 1976 U.S.C.C.A.N. 5659, at 63

4

(1976) (“House Report”) (“[A] sing[er] is performing when he or she sings a song; a

5

broadcasting network is performing when it transmits his or her performance (whether

6

simultaneously or from records); a local broadcaster is performing when it transmits the network

7

broadcast; a cable television system is performing when it retransmits the broadcast to its

8

subscribers; and any individual is performing when he or she plays a phonorecord embodying

9

the performance or communicates it by turning on a receiving set.”). Second, Congress

10

recognized that requiring cable television systems to obtain a negotiated license from individual

11

copyright holders may deter further investment in cable systems, so it created a compulsory

12

license for retransmissions by cable systems.8 See 17 U.S.C. § 111(d).

13

Plaintiffs claim that Aereo’s transmissions of broadcast television programs while the

14

programs are airing on broadcast television fall within the plain language of the Transmit Clause

15

and are analogous to the retransmissions of network programing made by cable systems, which

16

the drafters of the 1976 Copyright Act viewed as public performances. They therefore believe

8

Put briefly, the statute allows cable systems to retransmit copyrighted works from
broadcast television stations in exchange for paying a compulsory license to the U.S. Copyright
Office calculated according to a defined formula. The fees paid by cable systems are then
distributed to copyright holders. See ivi, 691 F.3d at 281; E. Microwave, Inc. v. Doubleday
Sports, Inc., 691 F.2d 125, 128-29 (2d Cir. 1982).

15
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that Aereo is publicly performing their copyrighted works without a license.9 In evaluating their

2

claims, we do not work from a blank slate. Rather, this Court in Cablevision, 536 F.3d 121,

3

closely analyzed and construed the Transmit Clause in a similar factual context. Thus the

4

question of whether Aereo’s transmissions are public performances under the Transmit Clause

5

must begin with a discussion of Cablevision.

6

II.

7

Cablevision’s Interpretation of the Transmit Clause
In Cablevision, 536 F.3d 121, we considered whether Cablevision’s Remote Storage

8

Digital Video Recorder (“RS-DVR”) infringed copyright holders’ reproduction and public

9

performance rights. Cablevision, a cable television system, wished to offer its customers its

10

newly designed RS-DVR system, which would give them the functionality of a stand-alone DVR

11

via their cable set-top box. 536 F.3d at 124-25. Before the development of the RS-DVR system,

12

Cablevision would receive programming from various content providers, such as ESPN or a

13

local affiliate of a national broadcast network, process it, and transmit it to its subscribers

14

through coaxial cable in real time. Id. With the RS-DVR system, Cablevision split this stream

15

into two. One stream went out to customers live as before. The second stream was routed to a

16

server, which determined whether any Cablevision customers had requested to record a program

17

in the live stream with their RS-DVR. If so, the data for that program was buffered, and a copy

18

of that program was created for that Cablevision customer on a portion of a Cablevision remote

9

Plaintiffs assert that Aereo’s transmissions of recorded programs when the original
program is no longer airing on broadcast television are also public performances and that
Aereo’s system infringes other exclusive rights granted by the Copyright Act, such as the
reproduction right. Plaintiffs did not, however, present these claims as a basis for the preliminary
injunction. They are therefore not before us and we will not consider them.

16
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hard drive assigned solely to that customer. Thus if 10,000 Cablevision customers wished to

2

record the Super Bowl, Cablevision would create 10,000 copies of the broadcast, one for each

3

customer. A customer who requested that the program be recorded could later play back the

4

program using his cable remote, and Cablevision would transmit the customer’s saved copy of

5

that program to the customer. Only the customer who requested that the RS-DVR record the

6

program could access the copy created for him; no other Cablevision customer could view this

7

particular copy.10 See 536 F.3d at 124-25.

8
9

Copyright holders in movies and television programs sued, arguing that Cablevision’s
RS-DVR system infringed their reproduction right by creating unauthorized copies of their

10

programs and their public performance right by transmitting these copies to Cablevision

11

customers who previously requested to record the programs using their RS-DVRs. The district

12

court granted the plaintiffs’ motion for summary judgment and issued an injunction against

13

Cablevision. See Twentieth Century Fox Film Corp. v. Cablevision Sys. Corp., 478 F. Supp. 2d

14

607 (S.D.N.Y. 2007). The court found that the RS-DVR infringed the plaintiffs’ reproduction

15

right in two ways: (1) by creating temporary buffer copies of programs in order to create a

16

permanent copy for each of its customers on its hard drives and (2) by creating a permanent copy

17

of the program for each customer. Id. at 617-22. The court also found that Cablevision’s

18

transmission of a recorded program to the customer who had requested to record the program

10

The RS-DVR was therefore unlike a video-on-demand service because it did not enable
a customer to watch a program that had already been broadcast unless that customer had
previously requested that the program be recorded and because it generated user-associated
copies instead of using a shared copy or copies.

17
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was a public performance under the Transmit Clause and therefore was infringing on that basis

2

as well. Id. at 622-23.

3

This Court reversed on all three issues. Cablevision, 536 F.3d at 140. Because the

4

Plaintiffs in the present cases did not pursue their claim that Aereo infringes their reproduction

5

right in the injunction application before the district court, we need not discuss the two

6

reproduction right holdings of Cablevision except where relevant to the public performance

7

issue. Instead, we will focus on Cablevision’s interpretation of the public performance right and

8

the Transmit Clause, which the court below found determinative of the injunction application.

9

The Cablevision court began by discussing the language and legislative history of the

10

Transmit Clause. 536 F.3d at 134-35. Based on language in the Clause specifying that a

11

transmission may be “to the public . . . whether the members of the public capable of receiving

12

the performance . . . receive it in the same place or in separate places and at the same time or at

13

different times,” 17 U.S.C. § 101, this Court concluded that “it is of no moment that the potential

14

recipients of the transmission are in different places, or that they may receive the transmission at

15

different times.” 536 F.3d at 134. As the language makes plain, in determining whether a

16

transmission is to the public it is important “to discern who is ‘capable of receiving’ the

17

performance being transmitted.” Id. (quoting 17 U.S.C. § 101). Cablevision then decided that

18

“capable of receiving the performance” refers not to the performance of the underlying work

19

being transmitted but rather to the transmission itself, since the “transmission of a performance is

20

itself a performance.” Id. The Court therefore concluded that “the transmit clause directs us to

18
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examine who precisely is ‘capable of receiving’ a particular transmission of a performance.”

2

536 F.3d at 135 (emphasis added).

3

In adopting this interpretation of the Transmit Clause, Cablevision rejected two

4

alternative readings. First, it considered the interpretation accepted by the district court in that

5

case. According to that view, a transmission is “to the public,” not based on the “potential

6

audience of a particular transmission” but rather based on the “potential audience of the

7

underlying work (i.e., ‘the program’) whose content is being transmitted.” Id. at 135. The

8

Cablevision court rejected this interpretation of the Transmit Clause. Given that “the potential

9

audience for every copyrighted audiovisual work is the general public,” this interpretation would

10

render the “to the public” language of the Clause superfluous and contradict the Clause’s

11

obvious contemplation of non-public transmissions. Id. at 135-36.

12

Second, the Cablevision court considered “a slight variation of this interpretation”

13

offered by the plaintiffs. Id. Plaintiffs argued that “both in its real-time cablecast and via the RS-

14

DVR playback, Cablevision is in fact transmitting the ‘same performance’ of a given work: the

15

performance that occurs when the programming service supplying Cablevision’s content

16

transmits that content to Cablevision and the service’s other licensees.” Id. In this view, the

17

Transmit Clause requires courts to consider “not only the potential audience [of a particular]

18

transmission, but also the potential audience of any transmission of the same underlying

19

‘original’ performance.” Id. This interpretation of the Transmit Clause would aggregate all

20

transmissions of the same underlying performance, and if these transmissions enabled the

21

performance to reach the public, each transmission, regardless of its potential audience, should

19
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be deemed a public performance. Cablevision rejected this view because it would make a

2

seemingly private transmission public by virtue of actions taken by third parties. Id. For

3

example, if a person records a program and then transmits that recording to a television in

4

another room, he would be publicly performing the work because some other party, namely the

5

original broadcaster, had once transmitted the same performance to the public. Id. The

6

Cablevision court concluded that Congress could not have intended “such odd results”; instead,

7

the Transmit Clause directed courts to consider only the potential audience of the “performance

8

created by the act of transmission.” Id. The Cablevision court found this interpretation consistent

9

with prior opinions of this Court construing the Clause. Id.; see Nat’l Football League v.

10
11

PrimeTime 24 Joint Venture, 211 F.3d 10 (2d Cir. 2000).
Finally, the Cablevision court considered Columbia Pictures Industries, Inc. v. Redd

12

Horne, Inc., 749 F.2d 154 (3d Cir. 1984). In Redd Horne, the defendant operated a video rental

13

store that utilized private booths containing individual televisions. Customers would select a

14

movie from the store’s catalog and enter a booth. A store employee would then load a copy of

15

the movie into a VCR hard-wired to the TV in the customer’s booth and transmit the content of

16

the tape to the television in the booth. See 749 F.2d at 156-57. The Third Circuit, following an

17

interpretation of the Transmit Clause first advanced by Professor Nimmer, held that this was a

18

public performance because the same copy of the work, namely the individual video cassette,

19

was repeatedly “performed” to different members of the public at different times. Id. at 159

20

(quoting 2 Melville B. Nimmer & David Nimmer, Nimmer on Copyright § 8.14[C][3], at

20
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8.192.8(1) (Matthew Bender rev. ed.)). The Cablevision court endorsed this conclusion11;

2

whether a transmission originates from a distinct or shared copy is relevant to the Transmit

3

Clause analysis because “the use of a unique copy may limit the potential audience of a

4

transmission and is therefore relevant to whether that transmission is made ‘to the public.’” 536

5

F.3d at 138.

6

Applying this interpretation of the Transmit Clause to the facts of the RS-DVR, the

7

Cablevision court concluded that Cablevision’s transmission of a recorded program to an

8

individual subscriber was not a public performance. Id. Each transmission of a program could be

9

received by only one Cablevision customer, namely the customer who requested that the copy be

10

created. No other Cablevision customer could receive a transmission generated from that

11

particular copy. The “universe of people capable of receiving an RS-DVR transmission is the

12

single subscriber whose self-made copy is used to create that transmission.” Id. at 137. The

11

Aggregating private transmissions generated from the same copy is in some tension
with the Cablevision court’s first conclusion that the relevant inquiry under the Transmit Clause
is the potential audience of the particular transmission. This interpretation of the Transmit Clause
began with Professor Nimmer. He notes that it is difficult to understand precisely what Congress
intended with the language in the Clause stating that a public performance can occur when the
audience receives the work “at different times.” See 2 Melville B. Nimmer & David Nimmer,
Nimmer on Copyright § 8.14[C][3], at 8.192.8 (Matthew Bender rev. ed.)). Arguing that this
language on its face conflicted with other language in the statute and produced results Congress
could not have intended, he proposed that by this language Congress wished to denote instances
where the same copy of the work was repeatedly performed by different members of the public
at different times. See id. at 192.8(1)-192.8(6). The Cablevision court’s focus on the potential
audience of each particular transmission would essentially read out the “different times”
language, since individuals will not typically receive the same transmission at different times.
But Nimmer’s solution–aggregating private transmissions when those transmissions are
generated from the same copy–provides a way to reconcile the “different times” language of the
Clause.

21
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transmission was therefore not made “to the public” within the meaning of the Transmit Clause

2

and did not infringe the plaintiffs’ public performance right. Id. at 138.

3

We discuss Cablevision’s interpretation of the Transmit Clause in such detail because

4

that decision establishes four guideposts that determine the outcome of this appeal. First and

5

most important, the Transmit Clause directs courts to consider the potential audience of the

6

individual transmission. See id. at 135. If that transmission is “capable of being received by the

7

public” the transmission is a public performance; if the potential audience of the transmission is

8

only one subscriber, the transmission is not a public performance, except as discussed below.

9

Second and following from the first, private transmissions–that is those not capable of being

10

received by the public–should not be aggregated. It is therefore irrelevant to the Transmit Clause

11

analysis whether the public is capable of receiving the same underlying work or original

12

performance of the work by means of many transmissions. See id. at 135-37. Third, there is an

13

exception to this no-aggregation rule when private transmissions are generated from the same

14

copy of the work. In such cases, these private transmissions should be aggregated, and if these

15

aggregated transmissions from a single copy enable the public to view that copy, the

16

transmissions are public performances. See id. at 137-38. Fourth and finally, “any factor that

17

limits the potential audience of a transmission is relevant” to the Transmit Clause analysis. Id. at

18

137.

19

III.

20
21

Cablevision’s Application to Aereo’s System
As discussed above, Cablevision’s holding that Cablevision’s transmissions of programs

recorded with its RS-DVR system were not public performances rested on two essential facts.

22
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First, the RS-DVR system created unique copies of every program a Cablevision customer

2

wished to record. 536 F.3d at 137. Second, the RS-DVR’s transmission of the recorded program

3

to a particular customer was generated from that unique copy; no other customer could view a

4

transmission created by that copy. Id. Given these two features, the potential audience of every

5

RS-DVR transmission was only a single Cablevision subscriber, namely the subscriber who

6

created the copy.12 And because the potential audience of the transmission was only one

7

Cablevision subscriber, the transmission was not made “to the public.”

8
9

The same two features are present in Aereo’s system. When an Aereo customer elects to
watch or record a program using either the “Watch” or “Record” features, Aereo’s system

10

creates a unique copy of that program on a portion of a hard drive assigned only to that Aereo

11

user. And when an Aereo user chooses to watch the recorded program, whether (nearly) live or

12

days after the program has aired, the transmission sent by Aereo and received by that user is

13

generated from that unique copy. No other Aereo user can ever receive a transmission from that

14

copy. Thus, just as in Cablevision, the potential audience of each Aereo transmission is the

15

single user who requested that a program be recorded.

16

Plaintiffs offer various arguments attempting to distinguish Cablevision from the Aereo

17

system. First, they argue that Cablevision is distinguishable because Cablevision had a license to

18

transmit programming in the first instance, namely when it first aired the programs; thus the

19

question was whether Cablevision needed an additional license to retransmit the programs

12

The Cablevision court concluded in its discussion of the reproduction right that
Cablevision’s customers, not Cablevision, “made” the RS-DVR copies. See 536 F.3d at 133.
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recorded by its RS-DVR system. Aereo, by contrast, has no license. This argument fails, as the

2

question is whether Aereo’s transmissions are public performances of the Plaintiffs’ copyrighted

3

works. If so, Aereo needs a license to make such public performances; if they are not public

4

performances, it needs no such license. Thus whether Aereo has a license is not relevant to

5

whether its transmissions are public and therefore must be licensed. This argument by the

6

Plaintiffs also finds no support in the Cablevision opinion. Cablevision did not hold that

7

Cablevision’s RS-DVR transmissions were licensed public performances; rather it held they

8

were not public performances. It does not appear that the Cablevision court based its decision

9

that Cablevision’s RS-DVR transmissions were non-public transmissions on Cablevision’s

10

license to broadcast the programs live. Indeed, such a conclusion would have been erroneous,

11

because having a license to publicly perform a work in a particular instance, such as to broadcast

12

a television program live, does not give the licensee the right to perform the work again. That

13

Cablevision had a license to transmit copyrighted works when they first aired thus should have

14

no bearing on whether it needed a license to retransmit these programs as part of its RS-DVR

15

system. Indeed, if this interpretation of Cablevision were correct, Cablevision would not need a

16

license to retransmit programs using video-on-demand and there would have been no reason for

17

Cablevision to construct an RS-DVR system employing individual copies.

18

Second, Plaintiffs argue that discrete transmissions should be aggregated to determine

19

whether they are public performances. This argument has two aspects. Plaintiffs first argue that

20

because Aereo’s discrete transmissions enable members of the public to receive “the same

21

performance (i.e., Aereo’s retransmission of a program)” they are transmissions made “to the

24
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public.” Br. of Pls.-Appellants Am. Broad. Cos., et al. at 19. But this is nothing more than the

2

Cablevision plaintiffs’ interpretation of the Transmit Clause, as it equates Aereo’s transmissions

3

with the original broadcast made by the over-the-air network rather than treating Aereo’s

4

transmissions as independent performances. See 536 F.3d at 136. This approach was explicitly

5

rejected by the Cablevision court. See id.

6

Plaintiffs also argue that the Copyright Act requires that all of Aereo’s discrete

7

transmissions “be aggregated and viewed collectively as constituting a public performance.” Br.

8

of Pls.-Appellants WNET, Thirteen, et al. at 34. This is not contrary to Cablevision, they argue,

9

because Cablevision only held that transmissions of the same performance or work made by

10

different entities should not be aggregated. On their view, discrete transmissions of the same

11

performance or work made by the same entity should be aggregated to determine whether a

12

public performance has occurred. This argument is also foreclosed by Cablevision. First,

13

Cablevision made clear that the relevant inquiry under the Transmit Clause is the potential

14

audience of a particular transmission, not the potential audience for the underlying work or the

15

particular performance of that work being transmitted. See 536 F.3d at 135. But the only reason

16

to aggregate Aereo’s discrete transmissions along the lines suggested by Plaintiffs is that they

17

are discrete transmissions of the same performance or work. Thus Plaintiffs are asking us to

18

adopt a reading of the Transmit Clause that is contrary to that adopted by Cablevision because it

19

focuses on the potential audience of the performance or work being transmitted, not the potential

20

audience of the particular transmission. Second, Plaintiffs provide no reason why Aereo’s

21

multiple, audience-of-one transmissions of unique copies of the same underlying program should

25
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be aggregated but not Cablevision’s multiple, audience-of-one transmissions of unique copies of

2

the same underlying program. Both Aereo and Cablevision are making multiple private

3

transmissions of the same work, so adopting the Plaintiffs’ approach and aggregating all

4

transmissions made by the same entity would require us to find that both are public

5

performances. While it does not appear that Cablevision explicitly rejected this view,

6

interpreting the Transmit Clause as the Plaintiffs urge so as to aggregate Aereo’s transmissions

7

would, if fairly applied to the facts of Cablevision, require us to aggregate Cablevision’s distinct

8

RS-DVR transmissions. For these reasons, we cannot accept Plaintiffs’ arguments that Aereo’s

9

transmissions to a single Aereo user, generated from a unique copy created at the user’s request

10

and only accessible to that user, should be aggregated for the purposes of determining whether

11

they are public performances.

12

Plaintiffs’ third argument for distinguishing Cablevision is that Cablevision

13

was decided based on an analogy to a typical VCR, with the RS-DVR simply an upstream

14

version, but Aereo’s system is more analogous to a cable television provider. While it is true that

15

the Cablevision court did compare the RS-DVR system to the stand-alone VCR, these

16

comparisons occur in the section of that opinion discussing Cablevision’s potential liability for

17

infringing the plaintiffs’ reproduction right. See 536 F.3d at 131. No part of Cablevision’s

18

analysis of the public performance right appears to have been influenced by any analogy to the

19

stand-alone VCR. Moreover, this Court has followed Cablevision’s interpretation of the

20

Transmit Clause in the context of internet music downloads. See United States v. Am. Soc’y of

21

Composers, Authors & Publishers, 627 F.3d 64, 73-76 (2d Cir. 2010) (“ASCAP”); see also

26
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United States v. Am. Soc’y of Composers, Authors & Publishers (Application of Cellco P’Ship),

2

663 F. Supp. 2d 363, 371-74 (S.D.N.Y. 2009) (following Cablevision’s analysis of the Transmit

3

Clause in the context of cellphone ringtones). Thus we see no support in Cablevision or in this

4

Court’s subsequent decisions for the Plaintiffs’ argument that Cablevision’s interpretation of the

5

Transmit Clause is confined to technologies similar to the VCR.13

6

Plaintiffs’ fourth argument for distinguishing Cablevision is that Cablevision’s RS-DVR

7

copies “broke the continuous chain of retransmission to the public” in a way that Aereo’s copies

8

do not. Br. of Pls.-Appellants Am. Broad. Cos., et al. at 39. Specifically, they argue that Aereo’s

9

copies are merely a device by which Aereo enables its users to watch nearly live TV, while

10

Cablevision’s copies, by contrast, could only serve as the source for a transmission of a program

11

after the original transmission, that is the live broadcast of the program, had finished. As a result,

12

Aereo’s copies lack the legal significance of Cablevision’s RS-DVR copies and are no different

13

from the temporary buffer copies created by internet streaming, a process that this Court has

14

assumed produces public performances. See, e.g., ivi, 691 F.3d at 278; ASCAP, 627 F.3d at 74.

15

This argument fails for two reasons. First, Aereo’s copies do have the legal significance

16

ascribed to the RS-DVR copies in Cablevision because the user exercises the same control over

17

their playback. The Aereo user watching a copy of a recorded program that he requested be

18

created, whether using the “Watch” feature or the “Record” feature, chooses when and how that

19

copy will be played back. The user may begin watching it nearly live, but then pause or rewind

13

And even if such analogies were probative, Aereo’s system could accurately be
analogized to an upstream combination of a standard TV antenna, a DVR, and a Slingbox.
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it, resulting in playback that is no longer concurrent with the program’s over-the-air broadcast.

2

Or the user may elect not to begin watching the program at all until long after it began airing.

3

This volitional control over how the copy is played makes Aereo’s copies unlike the temporary

4

buffer copies generated incident to internet streaming. A person watching an internet stream

5

chooses the program he wishes to watch and a temporary buffer copy of that program is then

6

created, which serves as the basis of the images seen by the person watching the stream. But that

7

person cannot exercise any control over the manner in which that copy is played–it cannot be

8

paused, rewound, or rewatched later. As a result, the imposition of a temporary buffer copy

9

between the outgoing stream and the image seen by the person watching it is of no significance,

10

because the person only exercises control before the copy is created in choosing to watch the

11

program in the first place. By contrast, the Aereo user selects what program he wishes a copy to

12

be made of and then controls when and how that copy is played.14 This second layer of control,

13

exercised after the copy has been created, means that Aereo’s transmissions from the recorded

14

It is true that an Aereo user in “Watch” mode will often not exercise volitional control
over the playback of the program, because the program will automatically begin playing when
selected and he will watch it through to the end. But that is not significant because the Aereo
user can exercise such control if he wishes to, which means that the copy Aereo’s system
generates is not merely a technical link in a process of transmission that should be deemed a
unity transmission. Moreover, the “Watch” feature’s automatic playback is merely a default rule.
The user can accomplish the same thing by using the “Record” feature, save that he must take
the additional step of pressing “Play” once enough of the program has been recorded for
playback. If this additional step were sufficient to break the chain of transmission, we see no
reason why the “Watch” feature’s default in favor of playback should change our analysis.
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copies cannot be regarded as simply one link in a chain of transmission, giving Aereo’s copies

2

the same legal significance as the RS-DVR copies in Cablevision.15

3

Second, Plaintiffs’ argument fails to account for Aereo’s user-specific antennas. Each

4

user-associated copy of a program created by Aereo’s system is generated from a unique antenna

5

assigned only to the user who requested that the copy be made. The feed from that antenna is not

6

used to generate multiple copies of each program for different Aereo users but rather only one

7

copy: the copy that can be watched by the user to whom that antenna is assigned. Thus even if

8

we were to disregard Aereo’s copies, it would still be true that the potential audience of each of

9

Aereo’s transmissions was the single user to whom each antenna was assigned. It is beyond

10

dispute that the transmission of a broadcast TV program received by an individual’s rooftop

11

antenna to the TV in his living room is private, because only that individual can receive the

12

transmission from that antenna, ensuring that the potential audience of that transmission is only

13

one person. Plaintiffs have presented no reason why the result should be any different when that

15

We also note that the Aereo system’s use of copies gives it two features that would not
be present were it simply to transmit the television programs its antennas receive directly to the
user. First, it allows the Aereo user to pause and rewind seemingly live TV. This is because
while the Aereo user has been watching the program “live,” Aereo’s system has in fact been
creating a complete copy of the program. Thus if the user wishes to rewind thirty seconds or to
the beginning of the program, he can easily do so. Second, if a user in “Watch” mode decides
during a program he has been watching that he would like to save the program for later viewing,
he can simply press the “Record” button. When the user does this, the entire program from the
time he first began watching it is saved, not merely the portion beginning from the time when he
pressed “Record.” Were Aereo to transmit the signal from its antennas directly to each Aereo
customers, neither of these features would be possible, because the image seen by the customer
would be generated from a live feed, not a copy of the program. Aereo’s users may well regard
these two features as valuable and they provide an additional reason for regarding Aereo’s copies
as legally significant and not merely technical artifacts of a system to transmit live TV.
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1

rooftop antenna is rented from Aereo and its signals transmitted over the internet: it remains the

2

case that only one person can receive that antenna’s transmissions.16 Thus even without the

3

creation of user-associated copies, which under Cablevision means that Aereo’s transmissions

4

are not public, there is significant reason to believe that Aereo’s system would not be creating

5

public performances, since the entire chain of transmission from the time a signal is first

6

received by Aereo to the time it generates an image the Aereo user sees has a potential audience

7

of only one Aereo customer.17

8

Finally, Plaintiffs argue that holding that Aereo’s transmissions are not public

9

performances exalts form over substance, because the Aereo system is functionally equivalent to

10

a cable television provider. Plaintiffs also make much of the undisputed fact that Aereo’s system

11

was designed around the Cablevision holding, because it creates essentially identical copies of

12

the same program for every user who wishes to watch it in order to avoid copyright liability,

16

This makes Aereo’s system unlike the early cable TV systems at issue in Fortnightly,
392 U.S. 390, and Teleprompter, 415 U.S. 394, because the signals from those community TV
antennas were shared among many users. When Congress drafted the 1976 Copyright Act, it
intended that such transmissions be deemed public performances. But, as discussed below,
Congress clearly believed that, under the terms of the Act, some transmissions were private. The
methodology Congress proscribed for distinguishing between public and private transmissions is
the size of the potential audience, and by that methodology, the feed from Aereo’s antennas is a
private transmission because it results in a performance viewable by only one user. The 1976
Congress may not have anticipated that later technology would make it possible to mimic the
functionality of early cable TV by means of private transmissions, but that unexpected result
does not change the language of the statute.
17

Because Aereo’s system uses both user-associated antennas and user-associated copies,
we need not decide whether a system with only one of these attributes would be publicly
performing copyrighted works.
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1

instead of using a perhaps more efficient design employing shared copies. However, that Aereo

2

was able to design a system based on Cablevision’s holding to provide its users with nearly live

3

television over the internet is an argument that Cablevision was wrongly decided; it does not

4

provide a basis for distinguishing Cablevision. Moreover, Aereo is not the first to design systems

5

to avoid copyright liability. The same is likely true of Cablevision, which created separate user-

6

associated copies of each recorded program for its RS-DVR system instead of using more

7

efficient shared copies because transmissions generated from the latter would likely be found to

8

infringe copyright holders’ public performance right under the rationale of Redd Horne, 749

9

F.2d 154. Nor is Aereo alone in designing its system around Cablevision, as many cloud

10

computing services, such as internet music lockers, discussed further below, appear to have done

11

the same. See Br. of the Computer & Commc’ns Indus. Ass’n & the Internet Ass’n as Amicus

12

Curiae at 5-8. Perhaps the application of the Transmit Clause should focus less on the technical

13

details of a particular system and more on its functionality, but this Court’s decisions in

14

Cablevision and NFL, 211 F.3d 10, held that technical architecture matters.

15

IV.

16

The Legislative Intent Behind the 1976 Copyright Act
Plaintiffs also contend that the legislative history of the 1976 Copyright Act shows that

17

Aereo’s transmissions should be deemed public performances of the Plaintiffs’ copyrighted

18

works. They argue that cable retransmissions are public performances under the Transmit Clause

19

and Aereo is functionally equivalent to a cable system. However, this reading of the legislative

20

history is simply incompatible with the conclusions of the Cablevision court.
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This view of the legislative history also ignores a contrary strand of the history behind

2

the 1976 Copyright Act. Congress recognized when it drafted the 1976 Act that its broad

3

definition of “performance” could create unintended results. The House Report states that under

4

this definition, “any individual is performing whenever he or she plays a phonorecord

5

embodying the performance or communicates the performance by turning on a receiving set.”

6

House Report at 63. But because Congress did not wish to require everyone to obtain a license

7

from copyright holders before they could “perform” the copyrighted works played by their

8

television, Congress was careful to note that a performance “would not be actionable as an

9

infringement unless it were done ‘publicly,’ as defined in section 101.” id. “Private”

10

performances are exempted from copyright liability. Id. This limitation also applies to

11

performances created by a “transmission,” since, as the Cablevision court noted, if Congress

12

intended all transmissions to be public performances, the Transmit Clause would not have

13

contained the phrase “to the public.”18 Cablevision, 536 F.3d at 135-36.

14

In the technological environment of 1976, distinguishing between public and private

15

transmissions was simpler than today. New devices such as RS-DVRs and Slingboxes

16

complicate our analysis, as the transmissions generated by these devices can be analogized to the

17

paradigmatic example of a “private” transmission: that from a personal roof-top antenna to a

18

This is particularly appropriate given that in 1976, when cable TV was still in its
infancy, many Americans used rooftop antennas. Thus Congress would have certainly wished to
avoid adopting language that would make millions of Americans copyright infringers because
they transmitted broadcast television programs from their personal rooftop antennas to their own
television sets.
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1

television set in a living room. As much as Aereo’s service may resemble a cable system, it also

2

generates transmissions that closely resemble the private transmissions from these devices. Thus

3

unanticipated technological developments have created tension between Congress’s view that

4

retransmissions of network programs by cable television systems should be deemed public

5

performances and its intent that some transmissions be classified as private. Although Aereo may

6

in some respects resemble a cable television system, we cannot disregard the contrary concerns

7

expressed by Congress in drafting the 1976 Copyright Act. And we certainly cannot disregard

8

the express language Congress selected in doing so. That language and its legislative history, as

9

interpreted by this Court in Cablevision, compels the conclusion that Aereo’s transmissions are

10

not public performances.

11

V.

12

Stare Decisis
Though presented as efforts to distinguish Cablevision, many of Plaintiffs’ arguments

13

really urge us to overrule Cablevision. One panel of this Court, however, “cannot overrule a

14

prior decision of another panel.” Union of Needletrades, Indus. & Textile Employees, AFL-CIO,

15

CLC v. U.S. I.N.S., 336 F.3d 200, 210 (2d Cir. 2003). We are “bound by the decisions of prior

16

panels until such time as they are overruled either by an en banc panel of our Court or by the

17

Supreme Court.” United States v. Wilkerson, 361 F.3d 717, 732 (2d Cir. 2004). There is an

18

exception when an intervening Supreme Court decision “casts doubt on our controlling

19

precedent,” Union of Needletrades, 336 F.3d at 210, but we are unaware of any such decisions

20

that implicate Cablevision. Plaintiffs have provided us with no adequate basis to distinguish
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1

Cablevision from the Aereo system.19 We therefore see no error in the district court’s conclusion

2

that Plaintiffs are unlikely to prevail on the merits.

3

VI.

4

The Other Preliminary Injunction Factors
We now turn to the remaining preliminary injunction factors. See Salinger, 607 F.3d at

5

79-80. Because the Plaintiffs are not likely to prevail on the merits, we consider whether the

6

Plaintiffs have demonstrated “sufficiently serious questions going to the merits to make them a

7

fair ground for litigation and a balance of hardships tipping decidedly in the plaintiff’s favor.” Id.

8

at 79. Given our conclusion that Aereo’s service does not infringe Plaintiffs’ public performance

9

right when it transmits a program still airing on broadcast television, we do not believe the

10

Plaintiffs have demonstrated “sufficiently serious questions going to the merits to make them a

11

fair ground for litigation.” Id.

12

Moreover, we find no abuse of discretion in the district court’s determination that the

13

balance of hardships does not tip decidedly in the Plaintiffs’ favor. The district court reached this

14

decision based on its conclusions (1) that the Plaintiffs were likely to suffer irreparable harm in

15

the absence of an injunction and (2) that Aereo would suffer significant hardship if an injunction

19

Stare decisis is particularly warranted here in light of substantial reliance on
Cablevision. As mentioned above, it appears that many media and technology companies have
relied on Cablevision as an authoritative interpretation of the Transmit Clause. One example is
cloud media services, which have proliferated in recent years. These services, which allow their
users to store music on remote hard drives and stream it to internet-connected devices, have
apparently been designed to comply with Cablevision. Just like Aereo’s system and
Cablevision’s RS-DVR, they seek to avoid public performance liability by creating userassociated copies of each song rather than sharing song files among multiple users. See Brandon
J. Trout, Note, Infringers or Innovators? Examining Copyright Liability for Cloud-Based Music
Locker Services, 14 Vand. J. Ent. & Tech. L. 729, 746-48 (2012).
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1

should issue, since this would likely be the end of its business. See Am. Broad. Cos., Inc. v.

2

Aereo, 874 F. Supp. 2d at 397-403. The parties do not appear to contest the district court’s

3

factual determinations supporting these conclusions and we see no clear error in them. Plaintiffs

4

do argue that any harm suffered by Aereo should be disregarded in the balance of hardships

5

analysis because Aereo’s business is illegal and “[i]t is axiomatic that an infringer of copyright

6

cannot complain about the loss of ability to offer its infringing product.” ivi, 691 F.3d at 287. But

7

this argument hinges on the conclusion that Aereo’s business infringes the Plaintiffs’ copyrights.

8

Because we conclude that it does not–at least on the limited question before us of whether

9

Aereo’s transmissions of unique copies of recorded programs to the Aereo users who directed

10

that they be created are public performances–the harms Aereo would suffer from an injunction

11

are legally cognizable and significant. There is thus no reason to disturb the district court’s

12

conclusion that the balance of hardships does not tip “decidedly” in the Plaintiffs’ favor.

13
14

CONCLUSION
We conclude that Aereo’s transmissions of unique copies of broadcast television

15

programs created at its users’ requests and transmitted while the programs are still airing on

16

broadcast television are not “public performances” of the Plaintiffs’ copyrighted works under

17

Cablevision. As such, Plaintiffs have not demonstrated that they are likely to prevail on the

18

merits on this claim in their copyright infringement action. Nor have they demonstrated serious

19

questions as to the merits and a balance of hardships that tips decidedly in their favor. We

20

therefore affirm the order of the district court denying the Plaintiffs’ motion.
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CHIN, Circuit Judge:
I respectfully dissent.
Defendant-appellee Aereo, Inc. ("Aereo") captures
over-the-air broadcasts of television programs and
retransmits them to subscribers by streaming them over the
Internet.

For a monthly fee, Aereo's customers may "Watch"

the programming "live" (that is, with a seven-second delay)
on their computers and other electronic devices, or they may
"Record" the programs for later viewing.

Aereo retransmits

the programming without the authorization of the copyright
holders and without paying a fee.
The Copyright Act confers upon owners of
copyrights in audiovisual works the exclusive right "to
perform the copyrighted work publicly."

17 U.S.C. § 106(4).

This exclusive right includes the right "to transmit or
otherwise communicate a performance . . . to the public, by
means of any device or process."

Id. § 101.

In my view, by

transmitting (or retransmitting) copyrighted programming to
the public without authorization, Aereo is engaging in
copyright infringement in clear violation of the Copyright
Act.
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Aereo argues that it is not violating the law
because its transmissions are not "public" performances;
instead, the argument goes, its transmissions are "private"
performances, and a "private performance is not copyright
infringement."

It contends that it is merely providing a

"technology platform that enables consumers to use remotelylocated equipment . . . to create, access and view their own
unique recorded copies of free over-the-air broadcast
television programming."
Aereo's "technology platform" is, however, a sham.
The system employs thousands of individual dime-sized
antennas, but there is no technologically sound reason to
use a multitude of tiny individual antennas rather than one
central antenna; indeed, the system is a Rube Goldberg-like
contrivance, over-engineered in an attempt to avoid the
reach of the Copyright Act and to take advantage of a
perceived loophole in the law.

After capturing the

broadcast signal, Aereo makes a copy of the selected program
for each viewer, whether the user chooses to "Watch" now or
"Record" for later.

Under Aereo's theory, by using these
-2-
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individual antennas and copies, it may retransmit, for
example, the Super Bowl "live" to 50,000 subscribers and
yet, because each subscriber has an individual antenna and a
"unique recorded cop[y]" of the broadcast, these are
"private" performances.
sense.

Of course, the argument makes no

These are very much public performances.
Aereo purports to draw its infringement-avoidance

scheme from this Court's decision in Cartoon Network LP v.
CSC Holdings, Inc., 536 F.3d 121 (2d Cir. 2008), cert.
denied, 129 S. Ct. 2890 (2009) ("Cablevision").

But, as

discussed below, there are critical differences between
Cablevision and this case.

Most significantly, Cablevision

involved a cable company that paid statutory licensing and
retransmission consent fees for the content it
retransmitted, while Aereo pays no such fees.

Moreover, the

subscribers in Cablevision already had the ability to view
television programs in real-time through their authorized
cable subscriptions, and the remote digital video recording
service at issue there was a supplemental service that
allowed subscribers to store that authorized content for
-3-
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In contrast, no part of Aereo's system is

Instead, its storage and time-shifting

functions are an integral part of an unlicensed
retransmission service that captures broadcast television
programs and streams them over the Internet.
Aereo is doing precisely what cable companies,
satellite television companies, and authorized Internet
streaming companies do -- they capture over-the-air
broadcasts and retransmit them to customers -- except that
those entities are doing it legally, pursuant to statutory
or negotiated licenses, for a fee.

By accepting Aereo's

argument that it may do so without authorization and without
paying a fee, the majority elevates form over substance.
Its decision, in my view, conflicts with the text of the
Copyright Act, its legislative history, and our case law.
For these and other reasons discussed more fully
below, I would reverse the district court's order denying
plaintiffs-appellants' motion for a preliminary injunction.

-4-

Case: 12-2786

Document: 255

Page: 5

04/01/2013

893072

27

DISCUSSION
When interpreting a statute, we must begin with
the plain language, giving any undefined terms their
ordinary meaning.

See Roberts v. Sea-Land Servs., Inc., 132

S. Ct. 1350, 1356 (2012); United States v. Desposito, 704
F.3d 221, 226 (2d Cir. 2013).

We must "attempt to ascertain

how a reasonable reader would understand the statutory text,
considered as a whole."
297 (2d Cir. 2009).

Pettus v. Morgenthau, 554 F.3d 293,

Where Congress has expressed its intent

in "reasonably plain terms, that language must ordinarily be
regarded as conclusive."

Negonsott v. Samuels, 507 U.S. 99,

104 (1993) (internal quotation marks and citation omitted);
see Devine v. United States, 202 F.3d 547, 551 (2d Cir.
2000).

If we conclude that the text is ambiguous, however,

we will look to legislative history and other tools of
statutory interpretation to "dispel this ambiguity."

In re

Air Cargo Shipping Servs. Antitrust Litig., 697 F.3d 154,
159 (2d Cir. 2012).
I begin, then, by considering the text of the
relevant sections of the Copyright Act.
-5-

To the extent there
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is any arguable ambiguity in the statutory language, I next
turn to its legislative history.

Finally, I conclude with a

discussion of Cablevision as well as other relevant
precedents.
A.

The Statutory Text
Section 106 of the Copyright Act sets out six

exclusive rights held by a copyright owner; these include
the right "to perform the copyrighted work publicly."

17

U.S.C. § 106(4).
As defined in section 101, "[t]o perform . . . a
work 'publicly' means," among other things:
to transmit or otherwise communicate a
performance or display of the work . . .
to the public, by means of any device or
process, whether the members of the
public capable of receiving the
performance or display receive it in the
same place or in separate places and at
the same time or at different times.
Id. § 101.

"To 'transmit' a performance" is "to communicate

it by any device or process whereby images or sounds are
received beyond the place from which they are sent."
Hence, the use of a device or process to transmit or

-6-

Id.
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communicate copyrighted images or sounds to the public
constitutes a public performance, whether members of the
public receive the performance in the same place or in
different places, whether at the same time or at different
times.
It is apparent that Aereo's system fits squarely
within the plain meaning of the statute.

See, e.g., Fox

Television Stations, Inc. v. BarryDriller Content Sys., PLC,
No. CV 12-6921, 2012 WL 6784498, at *1-6 (C.D. Cal. Dec. 27,
2012) (holding that a service "technologically analogous" to
Aereo's was engaged in public performances).

The statute is

broadly worded, as it refers to "any device or process."

17

U.S.C. § 101 (emphasis added); see also id. (defining
"device" and "process" as "one now known or later
developed").

Aereo's system of thousands of antennas and

other equipment clearly is a "device or process."

Using

that "device or process," Aereo receives copyrighted images
and sounds and "transmit[s] or otherwise communicate[s]"
them to its subscribers "beyond the place from which they
are sent," id., that is, "'beyond the place' of
-7-
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origination," Columbia Pictures Indus., Inc. v. Prof'l Real
Estate Investors, Inc., 866 F.2d 278, 282 (9th Cir. 1989).
The "performance or display of the work" is then received by
paying subscribers "in separate places" and "at different
times."

17 U.S.C. § 101.
Even assuming Aereo's system limits the potential

audience for each transmission, and even assuming each of
its subscribers receives a unique recorded copy, Aereo still
is transmitting the programming "to the public."

Id.

Giving the undefined term "the public" its ordinary meaning,
see Kouichi Taniguchi v. Kan Pacific Saipan, Ltd., 132 S.
Ct. 1997, 2002 (2012), a transmission to anyone other than
oneself or an intimate relation is a communication to a
"member[] of the public," because it is not in any sense
"private."

See Webster's II:

New Riverside University

Dictionary 951 (1994) (defining "public" as "[t]he community
or the people as a group"); see also id. at 936 (defining
"private" as, inter alia, "[n]ot public:

intimate").

Cf.

Cablevision, 536 F.3d at 138 ("[T]he identity of the
transmitter . . . [is] germane in determining whether that
-8-
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transmission is made 'to the public.'"); Ford Motor Co. v.
Summit Motor Prods., Inc., 930 F.2d 277, 299-300 (3d Cir.
1991) (construing "to the public" in section 106(3) and
concluding that "even one person can be the public").
What Aereo is doing is not in any sense "private,"
as the Super Bowl example discussed above illustrates.

This

understanding accords with the statute's instruction that a
transmission can be "to the public" even if the "members of
the public capable of receiving the performance . . .
receive it in the same place or in separate places and at
the same time or at different times."

17 U.S.C. § 101.

Because Aereo is transmitting television signals to paying
strangers, all of its transmissions are "to the public,"
even if intervening "device[s] or process[es]" limit the
potential audience of each separate transmission to a single
"member[] of the public."

Id.

By any reasonable construction of the statute,
Aereo is engaging in public performances and, therefore, it
is engaging in copyright infringement.
501(a).
-9-
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The Legislative History
Even if the language of the transmit clause were

ambiguous as applied to Aereo's system, see Cablevision, 536
F.3d at 136 ("[T]he transmit clause is not a model of
clarity . . . ."), the legislative history reinforces the
conclusion that Aereo is engaging in public performances.
The legislative history makes clear that Congress intended
to reach new technologies, like this one, that are designed
solely to exploit someone else's copyrighted work.
Just before the passage of the 1976 Copyright Act,
the Supreme Court held in Fortnightly Corp. v. United
Artists Television, Inc., 392 U.S. 390 (1968), and
Teleprompter Corp. v. Columbia Broadcast Systems, Inc., 415
U.S. 394 (1974), that community antenna television ("CATV")
systems -- which captured live television broadcasts with
antennas set on hills and retransmitted the signals to
viewers unable to receive the original signals -- did not
infringe the public performance right because they were not
"performing" the copyrighted work.

See Teleprompter, 415

U.S. at 408-09; Fortnightly, 392 U.S. at 399-400.
reaching this conclusion, the Court reasoned that:
-10-

In
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If an individual erected an antenna on a
hill, strung a cable to his house, and
installed the necessary amplifying
equipment, he would not be 'performing'
the programs he received on his
television set. . . . The only
difference in the case of CATV is that
the antenna system is erected and owned
not by its users but by an entrepreneur.
Fortnightly, 392 U.S. at 400.

This rationale is nearly

identical to the justification advanced by Aereo:

each

subscriber could legally use his own antenna, digital video
recorder ("DVR"), and Slingbox1 to stream live television to
his computer or other device, and so it makes no legal
difference that the system is actually "erected and owned
not by its users but by an entrepreneur."

Id.2

1

A "Slingbox" is a set-top box that permits consumers to
shift their television programming to their portable devices.
Slingbox describes its service as "placeshifting":
"Placeshifting is viewing and listening to live, recorded or
stored media on a remote device over the Internet or a data
network. Placeshifting allows consumers to watch their TV
anywhere." See Placeshifting, Slingbox.com,
http://www.slingbox.com/get/placeshifting (last visited March 5,
2013). The Slingbox thus enables a consumer to view on a remote
device content that he is already entitled to receive from a
licensed cable company or other authorized source to view on his
television.
2

Aereo's contention that each subscriber has an
individual antenna is a fiction because the vast majority of its
subscribers are "dynamic users" who are randomly assigned an
antenna each time they use the system. Although each antenna is
used only by one person at a time, it will be randomly assigned
to another person for the next use. In other words, this is a
shared pool of antennas, not individually-designated antennas.
-11-
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But Congress expressly rejected the outcome
reached by the Supreme Court in Fortnightly and
Teleprompter.

See Capital Cities Cable, Inc. v. Crisp, 467

U.S. 691, 709 (1984) ("Congress concluded that cable
operators should be required to pay royalties to the owners
of copyrighted programs retransmitted by their systems on
pain of liability for copyright infringement."); see also
WPIX, Inc. v. ivi, Inc., 691 F.3d 275, 281 (2d Cir. 2012);
Fox Television Stations, 2012 WL 6784498, at *5.

In the

1976 Copyright Act, Congress altered the definitions of
"perform" and "publicly" specifically to render the CATV
systems' unlicensed retransmissions illegal.

See Sony Corp.

of Am. v. Universal City Studios, Inc., 464 U.S. 417, 469
n.17 (1984); H.R. Rep. No. 94-1476, at 63, reprinted in 1976
U.S.C.C.A.N. 5659, 5676-77 ("[A] cable television system is
performing when it retransmits the broadcast to its
subscribers . . . ."); id. at 64, reprinted in 1976
U.S.C.C.A.N. at 5678 ("Clause (2) of the definition of
'publicly' in section 101 makes clear that the concept[] of
public performance . . . include[s] . . . acts that transmit
-12-
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or otherwise communicate a performance or display of the
work to the public . . . .").
Congress was not only concerned, however, with the
then newly-emerging CATV systems.

Recognizing that the

Fortnightly and Teleprompter decisions arose in part because
of the "drastic technological change" after the 1909 Act,
Fortnightly, 392 U.S. at 396, Congress broadly defined the
term "transmit" to ensure that the 1976 Act anticipated
future technological developments:
The definition of 'transmit' . . . is
broad enough to include all conceivable
forms and combinations of wires and
wireless communications media, including
but by no means limited to radio and
television broadcasting as we know them.
Each and every method by which the images
or sounds comprising a performance or
display are picked up and conveyed is a
'transmission,' and if the transmission
reaches the public in [any] form, the
case comes within the scope of clauses
(4) or (5) of section 106.
H.R. Rep. No. 94-1476, at 64, reprinted in 1976 U.S.C.C.A.N.
at 5678.

Further anticipating that there would be changes

in technology that it could not then foresee, Congress added
that a public performance could be received in different
-13-
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This change was meant to

clarify that:
a performance made available by
transmission to the public at large is
'public' even though the recipients are
not gathered in a single place, and even
if there is no proof that any of the
potential recipients was operating his
receiving apparatus at the time of the
transmission. The same principles apply
whenever the potential recipients of the
transmission represent a limited segment
of the public, such as the occupants of
hotel rooms or the subscribers of a cable
television service.
Id. at 64-65, reprinted at 1976 U.S.C.C.A.N. at 5678
(emphasis added).
While Congress in 1976 might not have envisioned
the precise technological innovations employed by Aereo
today, this legislative history surely suggests that
Congress could not have intended for such a system to fall
outside the definition of a public performance.

To the

contrary, Congress made clear its intent to include within
the transmit clause "all conceivable forms and combinations
of wires and wireless communications media," and if, as
here, "the transmission reaches the public in [any] form,
-14-
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the case comes within the scope of clauses (4) or (5) of
section 106."

H.R. Rep. No. 94-1476, at 64, reprinted in

1976 U.S.C.C.A.N. at 5678.

Aereo's streaming of television

programming over the Internet is a public performance as
Congress intended that concept to be defined.
C.

Cablevision
Aereo seeks to avoid the plain language of the

Copyright Act and the clear import of its legislative
history by relying on this Court's decision in Cablevision.
That reliance, in my view, is misplaced.
Cablevision was a cable operator with a license to
retransmit broadcast and cable programming to its paying
subscribers.

See Cablevision, 536 F.3d at 123-25; Twentieth

Century Fox Film Corp. v. Cablevision Sys. Corp., 478 F.
Supp. 2d 607, 610 (S.D.N.Y. 2007), rev'd sub nom., Cartoon
Network LP v. CSC Holdings, Inc. (Cablevision), 536 F.3d 121
(2d Cir. 2008).

The content providers sought to enjoin

Cablevision from introducing a new Remote Storage DVR system
(the "RS-DVR") that would "allow[] Cablevision customers who
do not have a stand-alone DVR to record cable programming"
-15-
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and "then receive playback of those programs through their
home television sets."

Cablevision, 536 F.3d at 124.

The

lawsuit challenged only whether Cablevision needed
additional licenses to allow its subscribers to record shows
and play them back later through the RS-DVR system.
Twentieth Century Fox, 478 F. Supp. 2d at 609.

See

If

subscribers wanted to watch "live" television, they would
watch it through Cablevision's licensed retransmission feed.
See Cablevision, 536 F.3d at 124 (explaining that
Cablevision split its programming data stream, sending one
"immediately to customers as before"); Amicus Br. of
Cablevision Sys. Corp. at 20.
The RS-DVR worked as follows.

Cablevision split

its licensed data stream, and sent a stream to a remote
server, where the data went through two buffers.
Cablevision, 536 F.3d at 124.

At the first buffer, the

system made a temporary copy of 0.1 seconds of programming
while it inquired whether any subscribers wanted to copy
that programming.

Id.

A customer could make such a request

"by selecting a program in advance from an on-screen guide,
-16-
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or by pressing the record button while viewing a given
program."

Id. at 125.

If a request had been made, the data

moved to the second buffer and then was permanently saved
onto a portion of a hard drive designated for that customer.
Id. at 124.

At the customer's request, the permanent copy

was transmitted to the customer and played back to him.

Id.

at 125.
Cablevision held that the RS-DVR did not infringe
either the reproduction or the public performance rights.
Id. at 140.

Unlike the majority here, I do not think we can

view Cablevision's analyses of each right in isolation.
Majority Opin., supra, at 18.

See

As Cablevision explained,

"the right of reproduction can reinforce and protect the
right of public performance."

Cablevision, 536 F.3d at 138.

"Given this interplay between the various rights in this
context," id., Cablevision's holding that "copies produced
by the RS-DVR system are 'made' by the RS-DVR customer," id.
at 133, was critical to its holding that "each RS-DVR
playback transmission . . . made to a single subscriber
using a single unique copy produced by that subscriber . . .
-17-
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[is] not [a] performance[] 'to the public,'" id. at 139
(emphasis added); see also Amicus Br. of the United States
at 17-19, Cable News Network, Inc. v. CSC Holdings, Inc.,
129 S. Ct. 2890 (2009), denying cert., Cartoon Network LP v.
CSC Holdings, Inc. (Cablevision), 536 F.3d 121 (2d Cir.
2008) [hereinafter "U.S. Cablevision Amicus Br."].
With this concept in mind, it is clear that
Aereo's system is factually distinct from Cablevision's RSDVR system.

First, Cablevision's RS-DVR system "exist[ed]

only to produce a copy" of material that it already had a
license to retransmit to its subscribers, Cablevision, 536
F.3d at 131, but the Aereo system produces copies to enable
it to transmit material to its subscribers.

Whereas

Cablevision promoted its RS-DVR as a mechanism for recording
and playing back programs, Aereo promotes its service as a
means for watching "live" broadcast television on the
Internet and through mobile devices.

Unlike Cablevision,

however, Aereo has no licenses to retransmit broadcast
television.

If a Cablevision subscriber wanted to use her

own DVR to record programming provided by Cablevision, she
-18-
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could do so through Cablevision's licensed transmission.
But an Aereo subscriber could not use her own DVR to
lawfully record content received from Aereo because Aereo
has no license to retransmit programming; at best, Aereo
could only illegally retransmit public broadcasts from its
remote antennas to the user.

See, e.g., Fortnightly Corp.,

392 U.S. at 400, overruled by statute as recognized in,
Capital Cities Cable, 467 U.S. at 709; ivi, Inc., 691 F.3d
at 278-79; see also U.S. Cablevision Amicus Br., supra, at
21 (arguing that the legality of a hypothetical unlicensed
system that only allowed subscribers to copy and playback
content "would be suspect at best, because [the subscriber]
would be . . . copying programs that he was not otherwise
entitled to view").

Aereo's use of copies is essential to

its ability to retransmit broadcast television signals,
while Cablevision's copies were merely an optional
alternative to a set-top DVR.

The core of Aereo's business

is streaming broadcasts over the Internet in real-time; the
addition of the record function, however, cannot legitimize
the unauthorized retransmission of copyrighted content.
-19-
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Second, subscribers interact with Aereo's system
differently from the way Cablevision's subscribers
interacted with the RS-DVR.

Cablevision subscribers were

already paying for the right to watch television programs,
and the RS-DVR gave them the additional option to "record"
the programs.

Cablevision, 536 F.3d at 125.

In contrast,

Aereo subscribers can choose either "Watch" or "Record."
Am. Broad. Cos. v. AEREO, Inc., 874 F. Supp. 2d 373, 377
(S.D.N.Y. 2012).

Both options initiate the same process:

miniature antenna allocated to that user tunes to the
channel; the television signal is transmitted to a hard
drive; and a full-length, permanent copy is saved for that
customer.

Id. at 377-79.

If the subscriber has opted to

"Watch" the program live, the system immediately begins
playing back the user's copy at the same time it is being
recorded.

Id.

Aereo will then automatically delete the

saved copy once the user is done watching the program,
unless the subscriber chooses to save it.

Id. at 379.

These differences undermine the applicability of
Cablevision to Aereo's system.
-20-
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RS-DVR was indistinguishable from a VCR or set-top DVR
because Cablevision's system "exist[ed] only to produce a
copy" and its subscribers provided the "volitional conduct"
necessary to make a copy by "ordering that system to produce
a copy of a specific program."

Cablevision, 536 F.3d at

131; see also U.S. Cablevision Amicus Br., supra, at 16
(noting that Cablevision turned on whether RS-DVR was more
analogous to set-top DVR or video-on-demand service).

The

RS-DVR was not designed to be a substitute for viewing live
television broadcasts.

Aereo's system, however, was

designed to be precisely that.

It does not exist only, or

even primarily, to make copies; it exists to stream live
television through the Internet.

Its users can choose to

"Watch" live television instead of "Record" a program, but
the system begins to produce a full-length copy anyway
because, even under its own theory, Aereo cannot legally
retransmit a television signal to them without such a copy.3

3

Aereo's web page does contain a conspicuous notice
under the "Watch" button that reads, "When you press 'Watch' you
will start recording this show." Users thus have no choice but
to record the show if they wish to watch it live, making it
unlikely that the subscribers are voluntarily "ordering that
system to produce a copy." Cablevision, 536 F.3d at 131.
-21-
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Aereo's system is much different than a VCR or DVR -indeed, as Aereo explains, it is an antenna, a DVR, and a
Slingbox rolled into one -- and for that reason Cablevision
does not control our decision here.
I note also that in Cablevision this Court
"emphasize[d]" that its holding "does not generally permit
content delivery networks to avoid all copyright liability
by making copies of each item of content and associating one
unique copy with each subscriber to the network, or by
giving their subscribers the capacity to make their own
individual copies."

536 F.3d at 139.

Likewise, when the

United States opposed the grant of certiorari in
Cablevision, it argued that "the Second Circuit's analysis
of the public-performance issue should not be understood to
reach . . . other circumstances beyond those presented."
U.S. Cablevision Amicus Br., supra, at 21.4

4

Cablevision

By opposing the grant of certiorari, the government was
not embracing Cablevision's construction of the transmit clause.
To the contrary, the United States took the position that
"scattered language in the Second Circuit's decision could be
read to endorse overly broad, and incorrect, propositions about
the Copyright Act." U.S. Cablevision Amicus Br., supra, at 6
(emphasis added). Specifically, the government was concerned
-22-
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should not be extended to cover the circumstances presented
in this case.

Indeed, it is telling that Aereo declines to

offer its subscribers channels broadcast from New Jersey,
even though its antennas are capable of receiving those
signals, for fear of being subject to suit outside the
Second Circuit, i.e., outside the reach of Cablevision.

Cf.

Fox Television Stations, Inc. v. BarryDriller Content Sys.,
PLC, No. CV 12-6921, 2012 WL 6784498, at *3-4 (C.D. Cal.
Dec. 27, 2012) (declining to follow Cablevision and
enjoining an Aereo-like system based on plain meaning of
§ 101).
Finally, the majority's decision in my view runs
afoul of other decisions of this Court.

Although the issue

was not even contested, in ivi we recognized that the

with the suggestion "that a performance is not made available 'to
the public' unless more than one person is capable of receiving a
particular transmission" because it might "undermine copyright
protection in circumstances far beyond those presented here,
including with respect to . . . situations in which a party
streams copyrighted material on an individualized basis over the
Internet." Id. at 20-21. Despite these "problematic" aspects,
id. at 22, the United States considered Cablevision an
"unsuitable vehicle" for deciding these issues, due to the
absence of any conflicting circuit court decisions at the time
and the limitations imposed by the parties' stipulations, id. at
6.
-23-
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retransmission of copyrighted television programming by
streaming it live over the Internet constituted a "public
performance" in violation of the Copyright Act.
278, 286, 287.5

691 F.3d at

Similarly, in United States v. American

Society of Composers, Authors, Publishers ("ASCAP"), where,
again, the issue was not even contested, we observed that
the streaming of a song, like the streaming of a "television
or radio broadcast," is a public performance.

627 F.3d 64,

74 (2d Cir. 2010) (but holding in contrast that downloads of
music do not constitute "public performances");6 accord
5

There are companies in the market that stream
television programming over the Internet pursuant to licenses,
such as Hulu, Netflix, Amazon, and channel-specific websites like
ComedyCentral.com. See Appellant WNET Br. at 12, 28, 43; Amicus
Br. of Paramount Pictures Corp. et al. at 29. In general,
however, these "negotiated Internet retransmissions . . .
typically delay Internet broadcasts as not to disrupt plaintiffs'
broadcast distribution models, reduce the live broadcast
audience, or divert the live broadcast audience to the Internet."
WPIX, Inc. v. ivi, Inc., 691 F.3d 275, 285 (2d Cir. 2012).
6

In ASCAP, we left open "the possibility . . . that a
transmission could constitute both a stream and a download."
United States v. Am. Soc'y of Composers, Authors, Publishers
(ASCAP), 627 F.3d 64, 74 n.10 (2d Cir. 2010). While streaming
performances over the Internet constitutes a transmission "to the
public," see ivi, Inc., 691 F.3d at 278-79; ASCAP, 627 F.3d at
74, allowing a consumer to download a copy so he can later play
it back for himself does not, see ASCAP, 627 F.3d at 73, 75;
Cablevision, 536 F.3d at 139. To the extent that Aereo's system
immediately plays back from a copy that is still being recorded,
-24-
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Infinity Broad. Corp. v. Kirkwood, 150 F.3d 104, 106-07,
111-12 (2d Cir. 1998) (holding that device allowing users to
access private phone line to listen to public radio
broadcasts infringed right of public performance, in the
absence of a defense, and was not fair use).
In ivi, we addressed the need for a preliminary
injunction to enjoin ivi from streaming copyrighted works
over the Internet without permission:
Indeed, ivi's actions -- streaming
copyrighted works without permission -would drastically change the industry, to
plaintiffs' detriment. . . . The absence
of a preliminary injunction would
encourage current and prospective
retransmission rights holders, as well as
other Internet services, to follow ivi's
lead in retransmitting plaintiffs'
copyrighted programming without their
consent. The strength of plaintiffs'
negotiating platform and business model
it is clearly "both a stream and a download," ASCAP, 627 F.3d at
74 n.10, and at a minimum the streaming portion constitutes an
unlicensed public performance. If 50,000 Aereo subscribers
choose to "Watch" the Super Bowl live, each subscriber receives a
"performance or display" of the exact same broadcast on a sevensecond delay, even if Aereo is also simultaneously creating a
unique copy for each subscriber so that each one has the option
to pause, rewind, or save the copy for later if they wish. Until
the subscriber exercises that option, the existence of the copy
is irrelevant; the broadcast is streaming "live" to each user at
the same time just as it did in ivi.
-25-
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would decline. The quantity and quality
of efforts put into creating television
programming, retransmission and
advertising revenues, distribution models
and schedules -- all would be adversely
affected. These harms would extend to
other copyright holders of television
programming. Continued live
retransmissions of copyrighted television
programming over the Internet without
consent would thus threaten to
destabilize the entire industry.
691 F.3d at 286.

These concerns apply with equal force

here, where Aereo is doing precisely what ivi was enjoined
from doing:

streaming copyrighted works over the Internet

without permission of the copyright holders.

Today's

decision does not merely deny the broadcasters a licensing
fee for Aereo's activity; it provides a blueprint for others
to avoid the Copyright Act's licensing regime altogether.
See Appellant ABC, Inc. Br. at 10 (citing articles reporting
on the rise of copycat services).

Congress could not have

intended such a result.
CONCLUSION
Based on the plain meaning of the statute, its
legislative history, and our precedent, I conclude that
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Aereo's transmission of live public broadcasts over the
Internet to paying subscribers are unlicensed transmissions
"to the public."

Hence, these unlicensed transmissions

should be enjoined.
different result.

Cablevision does not require a
Accordingly, I dissent.
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK
-----------------------------------X
ATLANTIC RECORDING CORPORATION;
BMG MUSIC; CAPITOL RECORDS, INC.;
ELEKTRA ENTERTAINMENT GROUP, INC.;
INTERSCOPE RECORDS; MOTOWN RECORD
COMPANY, L.P.; SONY BMG MUSIC
ENTERTAINMENT; UMG RECORDINGS, INC.;
VIRGIN RECORDS AMERICA, INC.; and
WARNER BROS. RECORDS INC.,
Plaintiffs
- against -

06 Civ. 3733 (DAB)
MEMORANDUM & ORDER

XM SATELLITE RADIO, INC.,
Defendant.
-----------------------------------X
DEBORAH A. BATTS, United States District Judge.
Above-named Plaintiffs (hereinafter “Plaintiffs” or “the
Record Companies”) bring this action against Defendant XM
Satellite Radio, Inc. (“XM”). Plaintiffs allege XM operates a
digital download subscription service that distributes
Plaintiffs’ copyrighted works without their authority. Plaintiffs
contend this conduct violates federal and state copyright and
unfair competition laws.

Now before this Court is XM’s motion to

dismiss the Complaint, pursuant to Federal Rule of Civil
Procedure 12(b)(6).
Plaintiffs bring nine causes of action against Defendant XM.
Count One alleges that XM directly infringes on the Record

1

Companies’ exclusive distribution rights, in violation of
sections 106(3) and 501 of the Copyright Act of 1976 (“the
Copyright Act”).

Count Two alleges that XM also violates 17

U.S.C. §§ 115, 501, which bar unauthorized digital phonorecord
delivery. In Counts Three and Four, the Record Companies allege
XM directly infringes upon their exclusive right to reproduce
their copyrighted sound recordings:

Count Three charges that

this activity violates provisions of the Copyright Act which set
forth exclusive reproduction rights for copyright owners, namely
17 U.S.C. §§ 106(1), 501.

Count Four charges that XM violates

its license, granted under 17 U.S.C. § 112(e)(1), to retain and
use “ephemeral recordings” of Plaintiff’s sound recordings.
Counts Five and Six accuse XM of secondary infringement
violations: In Count Five, Plaintiffs accuse XM of inducing
copyright infringement.

Count Six charges XM with contributory

copyright infringement.

In Count Seven, Plaintiffs allege that

XM is guilty of vicarious copyright infringement. Counts Eight
and Nine allege state law violations:

Count Eight charges that

XM’s use of Plaintiffs’ pre-1972 sound recordings violates New
York state copyright common-law. Finally, Count Nine alleges XM
violates New York’s common-law bar on unfair competition.

2

Plaintiffs seek identical relief for each of their federal
claims: declaratory relief, statutory or actual damages,
reimbursement of costs incurred by Plaintiffs and a permanent
injunction enjoining XM from infringing upon Plaintiffs’
copyrights and exclusive rights under copyright. With respect to
their state law claims, Plaintiffs seek declaratory relief, both
compensatory and punitive damages, as well as a permanent
injunction halting XM’s unlawful conduct.
XM moves to dismiss Plaintiffs’ federal claims, asserting
statutory immunity from suit.

XM maintains they are shielded

from infringement actions by the provisions of 17 U.S.C. §§ 10011010, the Audio Home Recording Act of 1992 (hereinafter “AHRA”).
Upon rejecting the federal claims, XM asks the Court to decline
to exercise pendent jurisdiction, and to dismiss the remaining
state claims.
For the reasons set forth below, XM's motion to dismiss is
DENIED.

I. BACKGROUND1
Plaintiffs are major record companies. The Record Companies
bring this action alleging that they own, or own rights to, the

1

The facts herein are as set forth in the Complaint. On a Motion to Dismiss under Rule 12(b)(6) of the Federal Rules
of Civil Procedure, the Court shall presume true all allegations in the Complaint.

3

majority of copyrighted sound recordings which are sold in the
United States. (Complaint ["Compl."] ¶ 15.)

The Record Companies

are among the world's leading producers, manufacturers,
distributors, sellers and licensers of sound recordings. (Id. ¶
13.)

As such, they offer for sale in the United States and

throughout the world an array of phonorecords, including CDs,
cassettes and digital audio files. (Id. ¶ 17.)

The Record

Companies earn revenue from these sales, and from authorizing
others to sell and distribute their phonorecords online. (Id. ¶
18.)

The Record Companies also are paid statutorily prescribed

royalties for licensing public performances, like XM radio
broadcasts, and for the production of audio recording devices and
copying media. (Id. ¶ 5, Pls.’ Mem. Law at 11.)
Defendant XM is a licensed satellite radio broadcaster.

XM

broadcasts 160 channels, 67 of which feature 24-hour-a-day,
commercial-free music programming.

(Compl. ¶ 22.)

The songs

used in XM’s music programming include the Record Companies’
copyrighted recordings which, in turn, include some of the most
successful recordings in the world.

(Id. ¶ 7.)

XM radio

broadcasts can only be received by XM subscribers who use radio
receivers capable of decrypting XM’s broadcast signal. (Id. ¶

4

26.)

Each XM radio receiver must be individually activated by

XM. (Id.)
XM’s subscriber base has increased dramatically since XM’s
inception. XM’s subscriber rolls jumped from almost one million
subscribers in 2003 to nearly six million subscribers in 2005;
estimates indicate that in 2006 XM’s subscription base spiked to
nine million subscribers. (Id. ¶ 25.)

XM earns revenue from

subscription fees; XM listeners pay a monthly subscription fee of
$12.95 in exchange for their ability to receive XM service and
programming on an XM compatible radio receiver. (Id. ¶ 27.)
Since April 2006, XM has made it possible for subscribers to
hear broadcasts over special receivers marketed as “XM + MP3”
players.2 (Id. ¶ 26.)

XM + MP3 players are different from

ordinary XM radios because they do more than receive XM radio
broadcasts.

XM + MP3 players have three distinct features. Aside

from receiving XM radio broadcasts, an XM + MP3 player allows a
user to store MP3 files, which he or she already owned or
acquired from outside sources.3 (Id. ¶ 38.)

Additionally, XM +

MP3 players permit subscribers to record, retain and library
individually disaggregated and indexed audio files from XM
2

XM markets three such devices. They are the “inno,” the “Helix” and the “NeXus.” (Compl. ¶ ¶ 29,30 )
“An MPEG-1 Audio Layer 3 (commonly known as “MP3”) is the most popular digital audio compression
algorithm in use on the Internet, and the compression it provides makes an audio file ‘smaller’ by a factor of 12 to
one without significantly reducing sound quality.” Recording Industry Association of America, et al. v. Diamond
Multimedia Systems, Inc., 180 F.3d 1072, 1074 (1999).

3

5

broadcast performances; the Record Companies refer to this final
feature as a “digital download delivery service” and this feature
is the subject of this litigation. (Id. ¶ 6.)
All functionalities of an XM + MP3 player are controlled
entirely by XM.

(Id. ¶ 26.)

For example, as with any XM radio

receiver, after a consumer purchases an XM + MP3 player he/she
must contact XM in order to activate the device and render it
capable of decrypting XM broadcasts.

(Id. ¶ 32.)

XM can

likewise deactivate any user’s XM + MP3 player at any time.
(Id.)

XM can change the functionality of XM + MP3 players by

sending software updates to users via the Internet.

(Id.)

XM is

also capable of marking broadcast songs so that they can not be
stored or saved. (Id. ¶ 34.)

In sum, Plaintiffs allege, “XM

retains complete and continuing end-to-end control over who is
permitted to receive its signals, the content its subscribers
receive, what subscribers can do with the content XM transmits to
them, and whether and how long subscribers are allowed to keep
their downloaded song files.” (Id. ¶¶ 26, 32.)
In maintaining this end-to-end control over its product, XM
provides several services specifically to XM + MP3 player users.
First, while listening to XM programming, an XM + MP3 user can
instantly record any song he or she hears at the touch of a

6

button. (Id. ¶ 37.)

XM makes this utility more exploitable by

allowing a short-term “buffered” copy of every broadcast song a
user hears to be generated on the XM + MP3 player. (Id. ¶ 35.)
This buffered copy is made on the XM + MP3 player regardless of
user input.

(Id.)

As a result, a user can record and store in

its entirety any broadcast song he or she hears, even if the user
started listening to the song after it began to play. (Id. ¶
37.)
Second, XM provides XM + MP3 users with playlists from
blocks of broadcast programming which have been disaggregated
into individual tracks.

(Id. ¶ 36.)

XM sends users these

digital playlists with title and artist information included.
(Id.) These playlists identify all songs broadcast over a
particular channel and during a particular period of time.

(Id.)

Users can then scroll through a playlist and select which song(s)
to store for future replay, and which to delete.

(Id.)

A

consequence of this utility is that XM + MP3 users can hear and
store individual songs without actually listening to XM broadcast
programming. (Id.)
A third feature XM provides to XM + MP3 users is a search
function, facilitated by so-called “ArtistSelect” and
“TuneSelect” utilities.

(Id. ¶ 37.)
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These utilities make it

easy for a user to find out when a requested song is being
broadcast. (Id.)

Listeners use “ArtistSelect” and “TuneSelect”

by identifying artists or songs he or she wants to hear, and
potentially download. (Id.)
XM acts as an alert service.

Once the request has been entered,
(Id.)

XM sends the listener

immediate notice when his or her chosen artists or songs are
played on any XM channel. (Id.)

This alert allows the user to

immediately switch channels and store the requested track onto
his or her XM + MP3 player. (Id.)
Fourth, XM enables XM + MP3 users to regard tracks recorded
off broadcast programming as interchangeable with other music
files in its possession.

(Id. ¶ 38.)

With an XM + MP3 player,

subscribers can store up to 50 hours of stored broadcast music,
the approximate equivalent of 1,000 songs.

(Id. ¶ 31.)

Each of

these songs is available for unlimited replay, for as long as the
user maintains an XM subscription.

(Id. ¶ 39.)

XM provides

users with a cable and software which permits them to also
transfer music files from their personal computer onto the XM +
MP3 player. (Id. ¶ 38.)

These audio files can be used with any

recorded material the user collects from XM broadcasts to create
indexed music libraries and individualized playlists.
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(Id.)

As a result, from the user’s perspective, there are two
salient differences between broadcast-recorded music and audio
files downloaded from an outside source. The first difference is
that songs recorded from XM broadcasts cannot be owned by XM
subscribers; they are effectively leased, and will only be
operative as long as the user remains an XM subscriber. (Id. ¶¶
31, 34). The second difference is that an XM + MP3 user doesn’t
pay per-song for music recorded from XM broadcasts, and pays
instead the monthly satellite radio subscription fee.
39.)

(Id. ¶

These differences notwithstanding, XM + MP3 users can

record copies of songs which were only licensed to be used in
satellite radio broadcasts, and then use them just as they would
any other, purchased music download. As a result, the Record
Companies aver, XM subscribers are spared the incentive nonsubscribers have to buy authorized digital copies of songs for
their private use. (Id. ¶ 40.)

II. DISCUSSION
Defendant XM moves to dismiss the Record Companies’
Complaint pursuant to Rule 12(b)(6) of the Federal Rules of Civil
Procedure.

The basis for XM’s argument for dismissal is that the

Record Companies fail to plead facts which would discharge the
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statutory immunity provided by the AHRA under 17 U.S.C. § 1008.
The Record Companies argue that the AHRA does not immunize XM
from suit for the conduct alleged in their Complaint.

A. Legal Standards
A motion to dismiss under Rule 12(b)(6) requires the
district court to accept the factual allegations in the complaint
as true and to make all reasonable inferences in the plaintiff’s
favor. Friedl v. City of New York, 210 F.3d 79, 83 (2d Cir. 2000)
(citations omitted); Bolt Elec., Inc. v. City of New York, 53
F.3d 465, 469 (2d Cir. 1995).

A court should grant dismissal

only if, after considering plaintiff’s allegations in this most
generous light, “it appears beyond doubt that the plaintiff can
prove no set of facts in support of his claim which would entitle
him to relief.” Walker v. City of New York, 974 F.2d 293, 298 (2d
Cir. 1992), cert. denied, 507 U.S. 961 (1993); see also Cortex
Indus., Inc. v. Sum Holding L.P., 949 F.2d 42, 47 (2d Cir. 1991)
(quoting Conley v. Gibson, 355 U.S. 41, 45-46 (1957)), cert.
denied, 503 U.S. 960 (1992).

However, because a Rule 12(b)(6)

motion determines the legal feasibility of a complaint, the court
should not “assay the weight of the evidence which might be
offered in support thereof.” Ryder Energy Distribution Corp. v.
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Merrill Lynch Commodities, Inc., 748 F.2d 774, 779 (2d Cir. 1984)
(quoting Geisler v. Petrocelli, 616 F.2d 636, 639 (2d Cir. 1980).
“A motion to dismiss may be used to test whether a defendant
has statutory immunity.” Beyond Systems, Inc. v. Keynetics, Inc.,
422 F.Supp.2d 523, 530 (D.Md. 2006) (citing Behrens v. Pelletier,
516 U.S. 299 (1996)).

An immunity defense presented in a Rule

12(b)(6) motion must be based on facts appearing on the face of
the complaint. McKenna v. Wright, 386 F.3d 432, 436 (2d Cir.
2004).

However, an immunity defense raised in a motion to

dismiss “must accept the more stringent standard applicable to
this procedural route. Not only must the facts supporting the
defense appear on the face of the complaint, but, as with all
Rule 12(b)(6) motions, the motion may be granted only where it
appears beyond doubt that the plaintiff can prove no set of facts
in support of his claim that would entitle him to relief.” Id.
(citations and internal quotations omitted).

The Rule 12(b)(6)

standard that the plaintiff is entitled to all reasonable
inferences from the facts alleged in the complaint applies to
those facts which support his claim, and also to those facts that
defeat the immunity defense. Id.
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B. Counts One through Seven: Alleged Infringing Conduct
XM alleges that the AHRA provides absolute immunity from
suit for copyright infringement, barring Counts One through Seven
of Plaintiffs’ Complaint. (Def. Mem. Law at 2.)

XM argues that

it is shielded from liability for Plaintiffs’ claims because it
distributes the inno, the Helix and the NeXus, and because these
XM + MP3 players are digital audio recording devices.4 (Def.’s
Mem. Law at 1.)

XM maintains that, because the AHRA bars

copyright infringement actions which are based on the
distribution of audio recording devices, the Record Companies’
federal copyright claims must be dismissed. (Id.), See 17 U.S.C.
§ 1008.

XM contends that its interpretation of the AHRA is

supported by both the plain language and the legislative history
of the statute. (Def. Mem. Law at 13-21.)

The Record Companies

counter that neither the plain language of the AHRA nor its

4

The parties to this case are in dispute over whether XM + MP3 players qualify as “digital audio recording devices”
under the AHRA. The dispute turns principally on whether XM + M P3 players meet the statutory definition of such
a device as that definition has been interpreted by the Ninth Circuit in Recording Industry Association of America, et
al. v. Diamond Multimedia Systems, Inc., 180 F.3d 1072 (9th Cir. 1999).
The Ninth Circuit case dealt with a device, the Rio, that could not transmit and could not record without the use
of a computer, which is exempted under 17 U.S.C. 1001(5)(B). Therefore the facts are totally different from the
facts here. XM + M P3 players do receive from transmission and permit copying without an external computer or
computer hard drive. The fact that it can be connected to a computer to get non-XM music on the computer hard
drive does not bring it within the ambit of the limitations of the Rio. According to Diamond, “a device falls within
the [AHRA’s] provisions if it can indirectly copy a digital music recording by making a copy from a transmission of
that recording. Because the Rio cannot make copies from transmissions, but instead, can only make copies from a
computer hard drive, it is not a digital audio recording device.” Diamond, 180 F.3d at 1081. Accordingly, at this
stage of the proceeding, relying on plain meaning statutory interpretation and the definition of a DARD contained in
Diamond, until proven otherwise by means of discovery, the Court treats the inno, Helix and NeXus as DARDs.
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legislative history supports a conclusion that XM is immunized
from suit for the conduct alleged in their Complaint.
1.

The Plain Language of the AHRA

The AHRA is comprised of Sections 1001 through 1010 of Title
17 of the United States Code, which covers the Copyright Act.
Section 1008 of the AHRA is entitled “Prohibition on Certain
Infringement Actions” (emphasis added). This provision provides
that:
No action may be brought under this title alleging
infringement of copyright based on the manufacture,
importation, or distribution of a digital audio
recording device… or based on the noncommercial use by
a consumer of such a device… for making digital music
recordings or analog musical recordings.
XM argues that the plain language of the AHRA requires the Court
to bar Plaintiffs’ suit because the causes of action identified
in the Complaint are based on XM’s distribution of a digital
audio recording device (“DARD”).

In XM’s view, because it is a

distributor of the XM + MP3 player, “XM is immune from suit so
long as the [XM + MP3 player] meets the requirements of the
AHRA.” (Def. Mem. Law at 13).

Under XM’s reading of the statute,

if XM is a distributor of DARDs within the definition of the
AHRA, there is no limit to the infringing conduct in which they
may engage.

According to XM, the merits of its dismissal motion
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turn only on whether the inno, the Helix and the NeXus qualify as
DARDs, and they do. (Id. at 14-17.)
Pursuant to the plain language of the AHRA, courts
considering the immunity provisions of the AHRA have denied the
shelter of Section 1008 when the machines at issue are not DARDs,
within the meaning of the statute. See Recording Industry
Association of American v. Diamond Multimedia Systems, Inc., 180
F.3d 1072 (9th Cir. 1999); A & M Records, Inc., et al. v.
Napster, Inc., 239 F.3d 1004 (9th Cir. 2001); In re Aimster
Copyright Litigation, 252 F.Supp.2d 634 (N.D.Ill. 2002), affirmed
by 334 F.3d 643 (7th Cir. 2003), cert denied in Deep v. Recording
Industry of America, 540 U.S. 1107 (2004).

However, this action

presents the Court with an issue of first impression; there is no
precedent to guide the Court’s interpretation of the AHRA where,
as here, a purported distributor of a DARD primarily and
simultaneously operates as a satellite radio broadcaster.
At the outset, the Court finds untenable XM’s assertion that
Section 1008 of the AHRA offers a distributor5 of a DARD
“absolute immunity” from copyright litigation.
2.)

(Def. Mem. Law at

XM is licensed to broadcast the music and is permitting

recording outside of live, actual broadcast. While its license
5

The Court observes that Plaintiffs’ Complaint does not explicitly allege that XM is a distributor of XM + MP3
players. However, the Complaint does allege facts which support that conclusion. (Comp. ¶ 29.)
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would permit consumers to record from live broadcasts, that does
not extend to permitting consumers to record the music, whether
or not heard at the time of broadcast, for as long as they pay XM
the monthly subscription fee.

While the “Prohibition on Certain

Infringement Actions” provided by Section 1008 may protect XM
from suit for actions based on its distribution of a DARD,

under

a plain reading of the statute, that protection is not a
wholesale, blanket protection for any and all conduct.
The protected use of a consumer to record music for
noncommercial use does not contemplate the commercial recording
by a broadcaster to be “leased” to the consumer for only as long
as she pays the subscription fee to that broadcaster. The
consumer does not own the recording; if the fee stops, so does
the music.
XM claims that the Record Companies “argue that the AHRA
does not apply to this case because it is not ‘based on’ the [XM
+ MP3 player].” (Def. Repl. Mem. Law at 5.)

Actually, what the

Plaintiffs make clear in their Complaint is that XM is acting
without authorization as a commercial content delivery provider
to those devices - not that XM is infringing on their copyrights
by distributing a DARD.

As the Record Companies plainly put it,

“Section 1008 does not immunize a service such as XM + MP3 that
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delivers permanent digital copies of sound recordings without
permission from the copyright owners.” (Pl. Repl. Mem. Law at 78.)
Plaintiffs rightly read that, under a plain language
analysis of the AHRA, “A claim is ‘based on’ manufacture,
importation or distribution of a [DARD] only where the acts of
manufacturing, importing, or distributing the device is the
conduct on which liability is premised.” (Pl. Repl. Mem. Law at
10.)

Put another way, XM is not being sued for actions taken in

its capacity as a DARD distributor; therefore, XM is not
immunized from this suit under the protection offered by the
AHRA.
What the Complaint does allege is that, in providing
services specific to users of XM + MP3 players, XM is acting
outside the scope of its license for broadcast service – XM’s
only source of permission to use their recordings.

(Compl. ¶ 1.)

The Record Companies claim that by operating outside the
authority of this statutory license, XM is violating their
copyrights and unfair competition laws. Plaintiffs assert that
XM’s unauthorized use of their copyrighted material “encroaches
directly and obviously on the digital download business,
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undermining Plaintiffs’ ability to distribute their copyrighted
works through lawful legitimate services….”

(Id. ¶ 3.)

The Record Companies consent to XM’s use of their
copyrighted material solely for the purposes of providing a
digital satellite broadcasting service.

This permission is

granted pursuant to a licensing agreement, which is limited to
the scope of the compulsory statutory license Congress granted in
17 U.S.C. § 114. (Id. ¶ 1.)

Under Section 114 of the U.S.

Copyright Act (the “Copyright Act”), XM and other pre-existing
satellite radio service providers are permitted to perform sound
recordings publicly by means of a subscription digital audio
transmission. However, this permission is subject to a number of
restrictions. 17 U.S.C. § 114(d)(2).
These restrictions serve to ensure that XM’s satellite
broadcasts operate like traditional radio broadcast providers.
(Id. ¶ 24.)

XM, for example, cannot provide an interactive

service. 17 U.S.C. § 114(d)(2)(A)(i).

Nor can XM publish its

programming schedules prior to broadcast. 17 U.S.C. §
114(d)(2)(B)(ii). XM is also barred from playing songs from the
same artist or album more frequently than specified within a
three hour period. (Compl. ¶ 24.); 17 U.S.C. § 114(d)(2)(B)(i).
By broadcasting and storing this copyrighted music on DARDs for
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later recording by the consumer, XM is both a broadcaster and a
distributor, but is only paying to be a broadcaster.
The Record Companies sufficiently allege that serving as a
music distributor to XM + MP3 users gives XM added commercial
benefit as a satellite radio broadcaster.

As averred in their

Complaint:
[t]he sound recordings owned by Plaintiffs and
unlawfully distributed by Defendant include some of the
most commercially successful recordings in the world.
Defendant is thus seeking to capitalize upon the
popularity of Plaintiffs’ sound recordings in order to
attract and retain the maximum number of XM
subscribers.
(Compl. ¶ 7.)

The Record Companies further claim that XM uses

the XM + MP3 player to satisfy a known source of demand for
copyright infringement, the market comprising digital music
download services. See Metro-Goldwyn-Mayer Studios Inc. v.
Grokster Ltd., 545 U.S. 913 (2005).
Although XM does not explicitly refute Plaintiffs’ claim
that being able to deliver music content for storage on a DARD
provides them with added commercial benefit, XM suggests that an
XM + MP3 player is “much like a traditional radio/cassette
player.” (Def. Mem. Law at 10.)

It is not.

Traditionally,

radio/cassette players have been used in the context of public
radio broadcasts.

Moreover, the only contact between
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manufacturers of radio/cassette players and users traditionally
has occurred at the point of sale. Id. at 438.

It is manifestly

apparent that the use of a radio/cassette player to record songs
played over free radio does not threaten the market for
copyrighted works as does the use of a recorder which stores
songs from private radio broadcasts on a subscription fee basis.
See e.g. Sony Corp. of America, et al. v. Universal City Studios,
464 U.S. 417 (1984) (finding a substantial likelihood that
copyright holders who license their works for broadcast on free
television would not object to having their broadcasts timeshifted by private viewers).
Although XM subscribers might put XM + MP3 players to
private use, the Record Companies’ Complaint alleges that XM does
not.

Because “[c]ourts have properly rejected attempts by for

profit users to stand in the shoes of their customers making nonprofit or noncommercial uses,” this Court recognizes that
delivering music to XM + MP3 players confers XM with added
commercial benefit.

Video Pipeline, Inc. v. Buena Vista Home

Entertainment, Inc., 192 F.Supp.2d 321, 333 (D.NJ. 2002) (quoting
Princeton University Press v. Michigan Document Services, Inc.,
99 F.3d 1381,1389 (1996.)

Finding that this conduct is not

protected under the AHRA is consistent with the fundamental tenet

19

of copyright law that “all who derive value from a copyrighted
work should pay for that use.” Paul Goldtein Goldstein on
Copyright § 7.7.2, at 7:158 (3d ed. 2005 and 2006 Supp.)
Moreover, the only way to enforce XM’s rights and
obligations under Section 114, while affording XM the protections
of the AHRA, is to read the statute as the Court does under a
plain language analysis: under the AHRA, XM is protected from
suit based on actions taken in its capacity as a distributor of
audio recording devices, but it is not immunized from suit based
on its conduct as a satellite radio broadcaster, or from suit
based on its actions as an XM + MP3 content delivery provider.
The question presented here is plain: whether the conduct
alleged in the Record Companies’ Complaint falls within the ambit
of conduct protected by the AHRA. The Court finds that because of
the unique circumstances of XM being both a broadcaster and a
DARD distributor and its access to the copyrighted music results
from its license to broadcast only, that the alleged conduct of
XM in making that music available for consumers to record well
beyond the time when broadcast, in violation of its broadcast
license, is the basis of the Complaint, and being a distributor
of a DARD is not.

Thus the AHRA, on these facts, provides no

protection to XM merely because they are distributors of a DARD.
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2. Legislative History of the AHRA
As XM recognizes, where the language of a statute is not
clear, courts must examine “’the intent of Congress as revealed
in the history and purposes of the statutory scheme.’” (Def. Mem
Law at 17, quoting Marvel Characters, Inc. v. Simon, 310 F.3d
280, 290 (2d Cir. 2002).)

However, the Court has determined that

the meaning of the AHRA is plainly evident. Mindful of the
admonition that “[r]esort to legislative history is only
justified where the face of the Act is inescapably ambiguous,”
the Court makes short shrift of XM’s argument that the
legislative history of the AHRA supports dismissal of this suit.
Garcia v. U.S., 469 U.S. 70, 76 n.3 (1984) (quoting Schwegmann
Bros. v. Calvert Distillers Corp., 341 U.S. 384, 395-96 (1951)
(Jackson, J. concurring)). See also Gottlieb v. Carnival Corp.,
436 F.3d 335, 337-38 (2d Cir. 2006) (Observing that statutory
analysis begins with text and plain meaning, turns to canons of
statutory construction and then at last resort to legislative
history.).

Because the plain language of the AHRA is

unambiguous, the Court declines to consider XM’s argument that
reviewing the statute’s legislative history is either necessary
or helpful.
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Accordingly, XM’s Motion to Dismiss the Record Companies’
Complaint pursuant to the affirmative defense of immunity from
suit under the AHRA is DENIED.

D. Counts Eight and Nine: Plaintiffs’ State Law Infringement and
Unfair Competition Claims
XM asks the Court to decline to exercise pendant
jurisdiction over the Record Companies’ remaining state law
claims, as charged in Counts Eight and Nine, under 28 U.S.C.
1338(b). This request, however, presupposes that the Court grants
dismissal of the Record Companies’ federal question claims, as
charged in Counts One through Seven of the Complaint.

Because

the Court has not dismissed Plaintiffs’ federal law claims, it is
inappropriate to consider this request.
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Defendant-Appellant Cablevision Systems Corporation

35

(“Cablevision”) wants to market a new “Remote Storage” Digital

36

Video Recorder system (“RS-DVR”), using a technology akin to both

37

traditional, set-top digital video recorders, like TiVo (“DVRs”),

38

and the video-on-demand (“VOD”) services provided by many cable

39

companies.

40

television programs that they provide to Cablevision pursuant to

41

numerous licensing agreements.

Plaintiffs-Appellees produce copyrighted movies and

They contend that Cablevision,
-4-

1

through the operation of its RS-DVR system as proposed, would

2

directly infringe their copyrights both by making unauthorized

3

reproductions, and by engaging in public performances, of their

4

copyrighted works.

5

Because we conclude that Cablevision would not directly infringe

6

plaintiffs’ rights under the Copyright Act by offering its RS-DVR

7

system to consumers, we reverse the district court’s award of

8

summary judgment to plaintiffs, and we vacate its injunction

9

against Cablevision.
BACKGROUND

10
11

The material facts are not in dispute.

Today’s television viewers increasingly use digital video

12

recorders (“DVRs”) instead of video cassette recorders (“VCRs”)

13

to record television programs and play them back later at their

14

convenience.

15

internal hard drive rather than a cassette.

16

demonstrates, the generic term “DVR” actually refers to a growing

17

number of different devices and systems.

18

sell a stand-alone DVR device that is typically connected to a

19

user’s cable box and television much like a VCR.

20

companies also lease to their subscribers “set-top storage DVRs,”

21

which combine many of the functions of a standard cable box and a

22

stand-alone DVR in a single device.

23

DVRs generally store recorded programming on an
But, as this case

Companies like TiVo

Many cable

In March 2006, Cablevision, an operator of cable television

24

systems, announced the advent of its new “Remote Storage DVR

25

System.”

As designed, the RS-DVR allows Cablevision customers
-5-

1

who do not have a stand-alone DVR to record cable programming on

2

central hard drives housed and maintained by Cablevision at a

3

“remote” location.

4

those programs through their home television sets, using only a

5

remote control and a standard cable box equipped with the RS-DVR

6

software.

7

plaintiffs, of its plans to offer RS-DVR, but it did not seek any

8

license from them to operate or sell the RS-DVR.

9

RS-DVR customers may then receive playback of

Cablevision notified its content providers, including

Plaintiffs, which hold the copyrights to numerous movies and

10

television programs, sued Cablevision for declaratory and

11

injunctive relief.

12

operation of the RS-DVR would directly infringe their exclusive

13

rights to both reproduce and publicly perform their copyrighted

14

works.

15

theories only of direct infringement, not contributory

16

infringement, and defendants waived any defense based on fair

17

use.

18

They alleged that Cablevision’s proposed

Critically for our analysis here, plaintiffs alleged

Ultimately, the United States District Court for the

19

Southern District of New York (Denny Chin, Judge), awarded

20

summary judgment to the plaintiffs and enjoined Cablevision from

21

operating the RS-DVR system without licenses from its content

22

providers.

23

Sys. Corp. (Cablevision I), 478 F. Supp. 2d 607 (S.D.N.Y. 2007).

24

At the outset, we think it helpful to an understanding of our

25

decision to describe, in greater detail, both the RS-DVR and the

26

district court’s opinion.

See Twentieth Century Fox Film Corp. v. Cablevision
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1

I.

Operation of the RS-DVR System

2

Cable companies like Cablevision aggregate television

3

programming from a wide variety of “content providers”–the

4

various broadcast and cable channels that produce or provide

5

individual programs–and transmit those programs into the homes of

6

their subscribers via coaxial cable.

7

transmission process, Cablevision gathers the content of the

8

various television channels into a single stream of data.

9

Generally, this stream is processed and transmitted to

At the outset of the

10

Cablevision’s customers in real time.

11

program is scheduled to air Monday night at 8pm, Cartoon Network

12

transmits that program’s data to Cablevision and other cable

13

companies nationwide at that time, and the cable companies

14

immediately re-transmit the data to customers who subscribe to

15

that channel.

16

Thus, if a Cartoon Network

Under the new RS-DVR, this single stream of data is split

17

into two streams.

The first is routed immediately to customers

18

as before.

19

Broadband Media Router (“BMR”), id. at 613, which buffers the

20

data stream, reformats it, and sends it to the “Arroyo Server,”

21

which consists, in relevant part, of two data buffers and a

22

number of high-capacity hard disks.

23

moves to the first buffer (the “primary ingest buffer”), at which

24

point the server automatically inquires as to whether any

25

customers want to record any of that programming.

26

has requested a particular program, the data for that program

The second stream flows into a device called the
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The entire stream of data

If a customer

1

move from the primary buffer into a secondary buffer, and then

2

onto a portion of one of the hard disks allocated to that

3

customer.

4

overwrite a corresponding quantity of data already on the buffer.

5

The primary ingest buffer holds no more than 0.1 seconds of each

6

channel’s programming at any moment.

7

second, the data residing on this buffer are automatically erased

8

and replaced.

9

seconds of programming at any time.

As new data flow into the primary buffer, they

Thus, every tenth of a

The data buffer in the BMR holds no more than 1.2
While buffering occurs at

10

other points in the operation of the RS-DVR, only the BMR buffer

11

and the primary ingest buffer are utilized absent any request

12

from an individual subscriber.

13

As the district court observed, “the RS-DVR is not a single

14

piece of equipment,” but rather “a complex system requiring

15

numerous computers, processes, networks of cables, and facilities

16

staffed by personnel twenty-four hours a day and seven days a

17

week.”

18

recording and playback on the RS-DVR are similar to that of a

19

standard set-top DVR.

20

record programming by selecting a program in advance from an on-

21

screen guide, or by pressing the record button while viewing a

22

given program.

23

portion of a program once it has begun.

24

customer selects the show from an on-screen list of previously

25

recorded programs.

26

in operation is that, instead of sending signals from the remote

Id. at 612.

To the customer, however, the processes of

Using a remote control, the customer can

A customer cannot, however, record the earlier

See id. at 614-16.
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To begin playback, the

The principal difference

1

to an on-set box, the viewer sends signals from the remote,

2

through the cable, to the Arroyo Server at Cablevision’s central

3

facility.

4

resembles a VOD service, whereby a cable subscriber uses his

5

remote and cable box to request transmission of content, such as

6

a movie, stored on computers at the cable company’s facility.

7

Id. at 612.

8

content that they previously requested to be recorded.

9

See id.

In this respect, RS-DVR more closely

But unlike a VOD service, RS-DVR users can only play

Cablevision has some control over the content available for

10

recording: a customer can only record programs on the channels

11

offered by Cablevision (assuming he subscribes to them).

12

Cablevision can also modify the system to limit the number of

13

channels available and considered doing so during development of

14

the RS-DVR.

15

II.

16

Id. at 613.

The District Court’s Decision
In the district court, plaintiffs successfully argued that

17

Cablevision’s proposed system would directly infringe their

18

copyrights in three ways.

19

primary ingest buffer and other data buffers integral to the

20

function of the RS-DVR, Cablevision would make copies of

21

protected works and thereby directly infringe plaintiffs’

22

exclusive right of reproduction under the Copyright Act.

23

by copying programs onto the Arroyo Server hard disks (the

24

“playback copies”), Cablevision would again directly infringe the

25

reproduction right.

26

Arroyo Server hard disks to its RS-DVR customers in response to a

First, by briefly storing data in the

Second,

And third, by transmitting the data from the
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1

“playback” request, Cablevision would directly infringe

2

plaintiffs’ exclusive right of public performance.

3

617.

4

awarded summary declaratory judgment to plaintiffs and enjoined

5

Cablevision from operating the RS–DVR system without obtaining

6

licenses from the plaintiff copyright holders.

7

See id. at

Agreeing with all three arguments, the district court

As to the buffer data, the district court rejected

8

defendants’ arguments 1) that the data were not “fixed” and

9

therefore were not “copies” as defined in the Copyright Act, and

10

2) that any buffer copying was de minimis because the buffers

11

stored only small amounts of data for very short periods of time.

12

In rejecting the latter argument, the district court noted that

13

the “aggregate effect of the buffering” was to reproduce the

14

entirety of Cablevision’s programming, and such copying “can

15

hardly be called de minimis.”

16

Id. at 621.

On the issue of whether creation of the playback copies made

17

Cablevision liable for direct infringement, the parties and the

18

district court agreed that the dispositive question was “who

19

makes the copies”?

20

“unfettered discretion” over the content available for recording,

21

its ownership and maintenance of the RS-DVR components, and its

22

“continuing relationship” with its RS-DVR customers, the district

23

court concluded that “the copying of programming to the RS-DVR’s

24

Arroyo servers . . . would be done not by the customer but by

25

Cablevision, albeit at the customer’s request.”

26

621.

Id. at 617.

Emphasizing Cablevision’s
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Id. at 618, 620,

1

Finally, as to the public performance right, Cablevision

2

conceded that, during the playback, “the streaming of recorded

3

programming in response to a customer’s request is a

4

performance.”

5

the work was performed not by Cablevision, but by the customer,

6

an argument the district court rejected “for the same reasons

7

that [it] reject[ed] the argument that the customer is ‘doing’

8

the copying involved in the RS-DVR.”

9

argued that such a playback transmission was not “to the public,”

Id. at 622.

Cablevision contended, however, that

Id.

Cablevision also

10

and therefore not a public performance as defined in the

11

Copyright Act, because it “emanates from a distinct copy of a

12

program uniquely associated with one customer’s set-top box and

13

intended for that customer’s exclusive viewing in his or her

14

home.”

15

“Cablevision would transmit the same program to members of the

16

public, who may receive the performance at different times,

17

depending on whether they view the program in real time or at a

18

later time as an RS-DVR playback.”

19

The district court also relied on a case from the Northern

20

District of California, On Command Video Corp. v. Columbia

21

Pictures Industries, 777 F. Supp. 787 (N.D. Cal. 1991), which

22

held that when the relationship between the transmitter and the

23

audience of a performance is commercial, the transmission is “to

24

the public,” see Cablevision I, 478 F. Supp. 2d at 623 (citing On

25

Command, 777 F. Supp. at 790).

Id.

The district court disagreed, noting that
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Id. at 623 (emphasis added).

1

Finding that the operation of the RS-DVR would infringe

2

plaintiffs’ copyrights, the district court awarded summary

3

judgment to plaintiffs and enjoined Cablevision from copying or

4

publicly performing plaintiffs’ copyrighted works “in connection

5

with its proposed RS-DVR system,” unless it obtained the

6

necessary licenses.

7

Cablevision appealed.

Cablevision I, 478 F. Supp. 2d at 624.

DISCUSSION

8
9

We review a district court’s grant of summary judgment de

10

novo.

11

605, 607 (2d Cir. 2006).

12

Bill Graham Archives v. Dorling Kindersley Ltd., 448 F.3d

“Section 106 of the Copyright Act grants copyright holders a

13

bundle of exclusive rights. . . .”

Id. at 607-08.

This case

14

implicates two of those rights: the right “to reproduce the

15

copyrighted work in copies,” and the right “to perform the

16

copyrighted work publicly.”

17

discussed above, the district court found that Cablevision

18

infringed the first right by 1) buffering the data from its

19

programming stream and 2) copying content onto the Arroyo Server

20

hard disks to enable playback of a program requested by an RS-DVR

21

customer.

22

would infringe the public performance right by transmitting a

23

program to an RS-DVR customer in response to that customer’s

24

playback request.

25

infringing acts in turn.

17 U.S.C. § 106(1), (4).

As

In addition, the district court found that Cablevision

We address each of these three allegedly

-12-

1
2

I.

The Buffer Data
It is undisputed that Cablevision, not any customer or other

3

entity, takes the content from one stream of programming, after

4

the split, and stores it, one small piece at a time, in the BMR

5

buffer and the primary ingest buffer.

6

information is buffered before any customer requests a recording,

7

and would be buffered even if no such request were made.

8

question is whether, by buffering the data that make up a given

9

work, Cablevision “reproduce[s]” that work “in copies,” 17 U.S.C.

As a result, the

10

§ 106(1), and thereby infringes the copyright holder’s

11

reproduction right.

12

The

“Copies,” as defined in the Copyright Act, “are material

13

objects . . . in which a work is fixed by any method . . . and

14

from which the work can be . . . reproduced.”

15

Act also provides that a work is “‘fixed’ in a tangible medium of

16

expression when its embodiment . . . is sufficiently permanent or

17

stable to permit it to be . . . reproduced . . . for a period of

18

more than transitory duration.”

19

believe that this language plainly imposes two distinct but

20

related requirements: the work must be embodied in a medium,

21

i.e., placed in a medium such that it can be perceived,

22

reproduced, etc., from that medium (the “embodiment

23

requirement”), and it must remain thus embodied “for a period of

24

more than transitory duration” (the “duration requirement”).

25

2 Melville B. Nimmer & David Nimmer, Nimmer on Copyright §

Id. § 101.

Id. (emphasis added).
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The

We

See

1

8.02[B][3], at 8-32 (2007).

2

the work is not “fixed” in the buffer, and, as a result, the

3

buffer data is not a “copy” of the original work whose data is

4

buffered.

5

Unless both requirements are met,

The district court mistakenly limited its analysis primarily

6

to the embodiment requirement.

As a result of this error, once

7

it determined that the buffer data was “[c]learly . . . capable

8

of being reproduced,” i.e., that the work was embodied in the

9

buffer, the district court concluded that the work was therefore

10

“fixed” in the buffer, and that a copy had thus been made.

11

Cablevision I, 478 F. Supp. 2d at 621-22.

12

on a line of cases beginning with MAI Systems Corp. v. Peak

13

Computer Inc., 991 F.2d 511 (9th Cir. 1993).

14

the United States Copyright Office’s 2001 report on the Digital

15

Millennium Copyright Act, which states, in essence, that an

16

embodiment is fixed “[u]nless a reproduction manifests itself so

17

fleetingly that it cannot be copied.”

18

DMCA Section 104 Report 111 (Aug. 2001) (“DMCA Report”) (emphasis

19

added), available at

20

http://www.copyright.gov/reports/studies/dmca/sec-104-report-vol-

21

1.pdf.

22

In doing so, it relied

It also relied on

U.S. Copyright Office,

The district court’s reliance on cases like MAI Systems is

23

misplaced.

In general, those cases conclude that an alleged copy

24

is fixed without addressing the duration requirement; it does not

25

follow, however, that those cases assume, much less establish,
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1

that such a requirement does not exist.

2

requirement, by itself, was not at issue in MAI Systems and its

3

progeny.

4

before us here: If a work is only “embodied” in a medium for a

5

period of transitory duration, can it be “fixed” in that medium,

6

and thus a copy?

7

transitory duration”?

8
9

Indeed, the duration

As a result, they do not speak to the issues squarely

And what constitutes a period “of more than

In MAI Systems, defendant Peak Computer, Inc., performed
maintenance and repairs on computers made and sold by MAI

10

Systems.

11

employee had to operate the computer and run the computer’s

12

copyrighted operating system software.

13

513.

14

software into the computer’s RAM,1 the repairman created a “copy”

15

as defined in § 101.

16

issue turned on whether the software’s embodiment in the

17

computer’s RAM was “fixed,” within the meaning of the same

18

section.

19
20
21
22
23
24
25

1
2
3
4
5

In order to service a customer’s computer, a Peak

See MAI Sys., 991 F.2d at

The issue in MAI Systems was whether, by loading the

See id. at 517.

The resolution of this

The Ninth Circuit concluded that

by showing that Peak loads the software into the RAM and is
then able to view the system error log and diagnose the
problem with the computer, MAI has adequately shown that the
representation created in the RAM is “sufficiently permanent
or stable to permit it to be perceived, reproduced, or
otherwise communicated for a period of more than transitory
duration.”

1

To run a computer program, the data representing that
program must be transferred from a data storage medium (such as a
floppy disk or a hard drive) to a form of Random Access Memory
(“RAM”) where the data can be processed. The data buffers at
issue here are also a form of RAM.
-15-

1
2
3
4

Id. at 518 (quoting 17 U.S.C. § 101).
The MAI Systems court referenced the “transitory duration”

5

language but did not discuss or analyze it.

6

that the defendants “vigorously” argued that the program’s

7

embodiment in the RAM was not a copy, but it does not specify the

8

arguments defendants made.

9

that the parties did not litigate the significance of the

Id. at 517.

The opinion notes

This omission suggests

10

“transitory duration” language, and the court therefore had no

11

occasion to address it.

12

fair to assume that in these cases the program was embodied in

13

the RAM for at least several minutes.

14

This is unsurprising, because it seems

Accordingly, we construe MAI Systems and its progeny as

15

holding that loading a program into a computer’s RAM can result

16

in copying that program.

17

that, as a matter of law, loading a program into a form of RAM

18

always results in copying.

19

“transitory duration” language out of the definition, and we do

20

not believe our sister circuit would dismiss this statutory

21

language without even discussing it.

22

MAI Systems simply did not dispute that the duration requirement

23

was satisfied; this line of cases simply concludes that when a

24

program is loaded into RAM, the embodiment requirement is

25

satisfied–an important holding in itself, and one we see no

We do not read MAI Systems as holding

Such a holding would read the
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It appears the parties in

1

reason to quibble with here.2

2

At least one court, relying on MAI Systems in a highly

3

similar factual setting, has made this point explicitly.

In

4

Advanced Computer Services of Michigan, Inc. v. MAI Systems

5

Corp., the district court expressly noted that the unlicensed

6

user in that case ran copyrighted diagnostic software “for

7

minutes or longer,” but that the program’s embodiment in the

8

computer’s RAM might be too ephemeral to be fixed if the computer

9

had been shut down “within seconds or fractions of a second”

10

after loading the copyrighted program.

845 F. Supp. 356, 363

11

(E.D. Va. 1994).

12

merely makes explicit the reasoning that is implicit in the other

13

MAI Systems cases.

14

for the conclusion that the definition of “fixed” does not

15

include a duration requirement.

16

507, 511 (1924) (“Questions which merely lurk in the record,

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17

2

We have no quarrel with this reasoning; it

Accordingly, those cases provide no support

See Webster v. Fall, 266 U.S.

The same reasoning also distinguishes this court’s opinion
in Matthew Bender & Co. v. West Publishing Co., 158 F.3d 693 (2d
Cir. 1998). Language in that opinion, taken out of context,
suggests that the definition of “fixed” imposes only an
embodiment requirement: “Under § 101’s definition of ‘copies,’ a
work satisfies the fixation requirement when it is fixed in a
material object from which it can be perceived or communicated
directly or with the aid of a machine.” Id. at 702. Like the
MAI Systems cases, Matthew Bender only addresses the embodiment
requirement: specifically, whether West’s copyrighted arrangement
of judicial opinions was “embedded” in a CD-ROM compilation of
opinions when the cases were normally arranged differently but
could be manipulated by the user to replicate West’s copyrighted
arrangement. Id. at 703. The opinion merely quotes the duration
language without discussing it, see id. at 702; that case
therefore does not compel us to conclude that the definition of
“fixed” does not impose a duration requirement.
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1

neither brought to the attention of the court nor ruled upon, are

2

not to be considered as having been so decided as to constitute

3

precedents.”).

4

Nor does the Copyright Office’s 2001 DMCA Report, also

5

relied on by the district court in this case, explicitly suggest

6

that the definition of “fixed” does not contain a duration

7

requirement.

8

embodiment is fixed “[u]nless a reproduction manifests itself so

9

fleetingly that it cannot be copied, perceived or communicated.”

However, as noted above, it does suggest that an

10

DMCA Report, supra, at 111.

11

whether a work is “fixed” in a given medium, the statutory

12

language directs us to ask not only 1) whether a work is

13

“embodied” in that medium, but also 2) whether it is embodied in

14

the medium “for a period of more than transitory duration.”

15

According to the Copyright Office, if the work is capable of

16

being copied from that medium for any amount of time, the answer

17

to both questions is “yes.”

18

is that it reads the “transitory duration” language out of the

19

statute.

20

As we have stated, to determine

The problem with this interpretation

We assume, as the parties do, that the Copyright Office’s

21

pronouncement deserves only Skidmore deference, deference based

22

on its “power to persuade.”

23

134, 140 (1944).

24

not explain why Congress would include language in a definition

25

if it intended courts to ignore that language, we are not

Skidmore v. Swift & Co., 323 U.S.

And because the Office’s interpretation does

-18-

1
2

persuaded.
In sum, no case law or other authority dissuades us from

3

concluding that the definition of “fixed” imposes both an

4

embodiment requirement and a duration requirement.

5

Group Inc. v. LoopNet, Inc., 373 F.3d 544, 551 (4th Cir. 2004)

6

(while temporary reproductions “may be made in this transmission

7

process, they would appear not to be ‘fixed’ in the sense that

8

they are ‘of more than transitory duration’”).

9

whether, in this case, those requirements are met by the buffer

10
11

Accord CoStar

We now turn to

data.
Cablevision does not seriously dispute that copyrighted

12

works are “embodied” in the buffer.

Data in the BMR buffer can

13

be reformatted and transmitted to the other components of the RS-

14

DVR system.

15

the Arroyo hard disks if a user has requested a recording of that

16

data.

17

sufficiently permanent or stable to permit it to be perceived,

18

reproduced,” (as in the case of the ingest buffer) “or otherwise

19

communicated” (as in the BMR buffer).

20

result might be different if only a single second of a much

21

longer work was placed in the buffer in isolation.

22

situation, it might be reasonable to conclude that only a

23

minuscule portion of a work, rather than “a work” was embodied in

24

the buffer.

25

is placed, one second at a time, in the buffer, we conclude that

Data in the primary ingest buffer can be copied onto

Thus, a work’s “embodiment” in either buffer “is

17 U.S.C. § 101.

The

In such a

Here, however, where every second of an entire work
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1
2

the work is embodied in the buffer.
Does any such embodiment last “for a period of more than

3

transitory duration”?

Id.

No bit of data remains in any buffer

4

for more than a fleeting 1.2 seconds.

5

cases like MAI Systems, which remained embodied in the computer’s

6

RAM memory until the user turned the computer off, each bit of

7

data here is rapidly and automatically overwritten as soon as it

8

is processed.

9

and other factors not present here may alter the duration

And unlike the data in

While our inquiry is necessarily fact-specific,

10

analysis significantly, these facts strongly suggest that the

11

works in this case are embodied in the buffer for only a

12

“transitory” period, thus failing the duration requirement.

13

Against this evidence, plaintiffs argue only that the

14

duration is not transitory because the data persist “long enough

15

for Cablevision to make reproductions from them.”

16

Appellees the Cartoon Network et al. at 51.

17

above, however, this reasoning impermissibly reads the duration

18

language out of the statute, and we reject it.

19

data reside in no buffer for more than 1.2 seconds before being

20

automatically overwritten, and in the absence of compelling

21

arguments to the contrary, we believe that the copyrighted works

22

here are not “embodied” in the buffers for a period of more than

23

transitory duration, and are therefore not “fixed” in the

24

buffers.

25

the RS-DVR do not create copies, as the Copyright Act defines

Br. of Pls.-

As we have explained

Given that the

Accordingly, the acts of buffering in the operation of
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1

that term.

2

for us to determine whether any copies produced by buffering data

3

would be de minimis, and we express no opinion on that question.

4

II.

5

Our resolution of this issue renders it unnecessary

Direct Liability for Creating the Playback Copies
In most copyright disputes, the allegedly infringing act and

6

the identity of the infringer are never in doubt.

These cases

7

turn on whether the conduct in question does, in fact, infringe

8

the plaintiff’s copyright.

9

the dispute is over the authorship of the infringing conduct.

In this case, however, the core of

10

After an RS-DVR subscriber selects a program to record, and that

11

program airs, a copy of the program–a copyrighted work–resides on

12

the hard disks of Cablevision’s Arroyo Server, its creation

13

unauthorized by the copyright holder.

14

this copy.

15

infringement succeeds; if it is the customer, plaintiffs’ theory

16

fails because Cablevision would then face, at most, secondary

17

liability, a theory of liability expressly disavowed by

18

plaintiffs.

19

The question is who made

If it is Cablevision, plaintiffs’ theory of direct

Few cases examine the line between direct and contributory

20

liability.

Both parties cite a line of cases beginning with

21

Religious Technology Center v. Netcom On-Line Communications

22

Services, 907 F. Supp. 1361 (N.D. Cal. 1995).

23

third-party customer of the defendant Internet service provider

24

(“ISP”) posted a copyrighted work that was automatically

25

reproduced by the defendant’s computer.
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In Netcom, a

The district court

1

refused to impose direct liability on the ISP, reasoning that

2

“[a]lthough copyright is a strict liability statute, there should

3

still be some element of volition or causation which is lacking

4

where a defendant’s system is merely used to create a copy by a

5

third party.”

6

endorsed the Netcom decision, noting that

Id. at 1370.

Recently, the Fourth Circuit

7
8
9
10
11
12
13
14
15

to establish direct liability under . . . the Act, something
more must be shown than mere ownership of a machine used by
others to make illegal copies. There must be actual
infringing conduct with a nexus sufficiently close and
causal to the illegal copying that one could conclude that
the machine owner himself trespassed on the exclusive domain
of the copyright owner.”
CoStar Group, Inc. v. LoopNet, Inc., 373 F.3d 544, 550 (4th Cir.

16

2004).

17

Here, the district court pigeon-holed the conclusions

18

reached in Netcom and its progeny as “premised on the unique

19

attributes of the Internet.”

20

620.

21

of direct liability that would effectively “hold the entire

22

Internet liable” for the conduct of a single user, 907 F. Supp.

23

at 1372, its reasoning and conclusions, consistent with

24

precedents of this court and the Supreme Court, and with the text

25

of the Copyright Act, transcend the Internet.

26

Circuit, we reject the contention that “the Netcom decision was

27

driven by expedience and that its holding is inconsistent with

28

the established law of copyright,” CoStar, 373 F.3d at 549, and

29

we find it “a particularly rational interpretation of § 106,” id.

Cablevision I, 478 F. Supp. 2d at

While the Netcom court was plainly concerned with a theory
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Like the Fourth

1

at 551, rather than a special-purpose rule applicable only to

2

ISPs.

3

When there is a dispute as to the author of an allegedly

4

infringing instance of reproduction, Netcom and its progeny

5

direct our attention to the volitional conduct that causes the

6

copy to be made.

7

conduct in this case: Cablevision’s conduct in designing,

8

housing, and maintaining a system that exists only to produce a

9

copy, and a customer’s conduct in ordering that system to produce

There are only two instances of volitional

10

a copy of a specific program.

In the case of a VCR, it seems

11

clear–and we know of no case holding otherwise–that the operator

12

of the VCR, the person who actually presses the button to make

13

the recording, supplies the necessary element of volition, not

14

the person who manufactures, maintains, or, if distinct from the

15

operator, owns the machine.

16

customer is sufficiently distinguishable from a VCR user to

17

impose liability as a direct infringer on a different party for

18

copies that are made automatically upon that customer’s command.

19

The district court emphasized the fact that copying is

We do not believe that an RS-DVR

20

“instrumental” rather than “incidental” to the function of the

21

RS-DVR system.

22

that may distinguish the RS-DVR from the ISPs in Netcom and

23

CoStar, it does not distinguish the RS-DVR from a VCR, a

24

photocopier, or even a typical copy shop.

25

seem to contest that a company that merely makes photocopiers

Cablevision I, 478 F. Supp. 2d at 620.
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While

And the parties do not

1

available to the public on its premises, without more, is not

2

subject to liability for direct infringement for reproductions

3

made by customers using those copiers.

4

Cablevision is similarly situated to such a proprietor.

5

They only dispute whether

The district court found Cablevision analogous to a copy

6

shop that makes course packs for college professors.

In the

7

leading case involving such a shop, for example, “[t]he professor

8

[gave] the copyshop the materials of which the coursepack [was]

9

to be made up, and the copyshop [did] the rest.”

Princeton Univ.

10

Press v. Mich. Document Servs., 99 F.3d 1381, 1384 (6th Cir.

11

1996) (en banc).

12

in that case that the shop itself was directly liable for

13

reproducing copyrighted works.

14

that Cablevision, like this copy shop, would be “doing” the

15

copying, albeit “at the customer’s behest.”

16

F. Supp. 2d at 620.

17

There did not appear to be any serious dispute

The district court here found

Cablevision I, 478

But because volitional conduct is an important element of

18

direct liability, the district court’s analogy is flawed.

19

determining who actually “makes” a copy, a significant difference

20

exists between making a request to a human employee, who then

21

volitionally operates the copying system to make the copy, and

22

issuing a command directly to a system, which automatically obeys

23

commands and engages in no volitional conduct.

24

Princeton University Press, the defendants operated a copying

25

device and sold the product they made using that device.
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In

In cases like

See 99

1

F.3d at 1383 (“The corporate defendant . . . is a commercial

2

copyshop that reproduced substantial segments of copyrighted

3

works of scholarship, bound the copies into ‘coursepacks,’ and

4

sold the coursepacks to students . . . .”).

5

access to a system that automatically produces copies on command,

6

Cablevision more closely resembles a store proprietor who charges

7

customers to use a photocopier on his premises, and it seems

8

incorrect to say, without more, that such a proprietor “makes”

9

any copies when his machines are actually operated by his
See Netcom, 907 F. Supp. at 1369.

Here, by selling

10

customers.

Some courts have

11

held to the contrary, but they do not explicitly explain why, and

12

we find them unpersuasive.

13

Elec. Distribs., Inc., 360 F. Supp. 821, 823 (E.D.N.Y. 1973)

14

(concluding that, “regardless” of whether customers or

15

defendants’ employees operated the tape-copying machines at

16

defendants’ stores, defendant had actively infringed copyrights).

17

The district court also emphasized Cablevision’s “unfettered

See, e.g., Elektra Records Co. v. Gem

18

discretion in selecting the programming that it would make

19

available for recording.”

20

This conduct is indeed more proximate to the creation of illegal

21

copying than, say, operating an ISP or opening a copy shop, where

22

all copied content was supplied by the customers themselves or

23

other third parties.

24

sufficiently proximate to the copying to displace the customer as

25

the person who “makes” the copies when determining liability

Cablevision I, 478 F. Supp. 2d at 620.

Nonetheless, we do not think it
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1

under the Copyright Act.

Cablevision, we note, also has

2

subscribers who use home VCRs or DVRs (like TiVo), and has

3

significant control over the content recorded by these customers.

4

But this control is limited to the channels of programming

5

available to a customer and not to the programs themselves.

6

Cablevision has no control over what programs are made available

7

on individual channels or when those programs will air, if at

8

all.

9

over recordable content than it does in the VOD context, where it

In this respect, Cablevision possesses far less control

10

actively selects and makes available beforehand the individual

11

programs available for viewing.

12

inclined to say that Cablevision, rather than the user, “does”

13

the copying produced by the RS-DVR system.

14

that the district court erred in concluding that Cablevision,

15

rather than its RS-DVR customers, makes the copies carried out by

16

the RS-DVR system.

17

For these reasons, we are not

As a result, we find

Our refusal to find Cablevision directly liable on these

18

facts is buttressed by the existence and contours of the Supreme

19

Court’s doctrine of contributory liability in the copyright

20

context.

21

doctrine is to identify the actor (or actors) whose “conduct has

22

been so significant and important a cause that [he or she] should

23

be legally responsible.”

24

Keeton on Torts § 42, at 273 (5th ed. 1984).

25

extent that we may construe the boundaries of direct liability

After all, the purpose of any causation-based liability

W. Page Keeton et al., Prosser and
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But here, to the

1

more narrowly, the doctrine of contributory liability stands

2

ready to provide adequate protection to copyrighted works.

3

Most of the facts found dispositive by the district

4

court–e.g., Cablevision’s “continuing relationship” with its RS-

5

DVR customers, its control over recordable content, and the

6

“instrumental[ity]” of copying to the RS-DVR system, Cablevision

7

I, 478 F. Supp. 2d at 618-20–seem to us more relevant to the

8

question of contributory liability.

9

Universal City Studios, Inc., the lack of an “ongoing

In Sony Corp. of America v.

10

relationship” between Sony and its VCR customers supported the

11

Court’s conclusion that it should not impose contributory

12

liability on Sony for any infringing copying done by Sony VCR

13

owners.

14

“just” to impose liability on a party in a “position to control”

15

the infringing uses of another, but as a contributory, not

16

direct, infringer.

17

copyrighted material is only “incidental” to a given technology

18

is akin to asking whether that technology has “commercially

19

significant noninfringing uses,” another inquiry the Sony Court

20

found relevant to whether imposing contributory liability was

21

just.

22

464 U.S. 417, 437-38 (1984).

Id. at 437.

The Sony Court did deem it

And asking whether copying

Id. at 442.

The Supreme Court’s desire to maintain a meaningful

23

distinction between direct and contributory copyright

24

infringement is consistent with congressional intent.

25

Act, unlike the Copyright Act, expressly provides that someone
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The Patent

1

who “actively induces infringement of a patent” is “liable as an

2

infringer,” 35 U.S.C. § 271(b), just like someone who commits the

3

underlying infringing act by “us[ing]” a patented invention

4

without authorization, id. § 271(a).

5

merely “sells . . . a material or apparatus for use in practicing

6

a patented process” faces only liability as a “contributory

7

infringer.”

8

direct liability to both the person who actually commits a

9

copyright-infringing act and any person who actively induces that

10

infringement, the Patent Act tells us that it knew how to draft a

11

statute that would have this effect.

12

so, the Sony Court concluded that “[t]he Copyright Act does not

13

expressly render anyone liable for infringement committed by

14

another.”

15

Supreme Court has strongly signaled its intent to use the

16

doctrine of contributory infringement, not direct infringement,

17

to “identify[] the circumstances in which it is just to hold one

18

individual accountable for the actions of another.”

19

Thus, although Sony warns us that “the lines between direct

20

infringement, contributory infringement, and vicarious liability

21

are not clearly drawn,” id. at 435 n.17 (internal quotation marks

22

and citation omitted), that decision does not absolve us of our

23

duty to discern where that line falls in cases, like this one,

24

that require us to decide the question.

25

Id. § 271(c).

464 U.S. at 434.

In contrast, someone who

If Congress had meant to assign

Because Congress did not do

Furthermore, in cases like Sony, the

Id. at 435.

The district court apparently concluded that Cablevision’s
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1

operation of the RS-DVR system would contribute in such a major

2

way to the copying done by another that it made sense to say that

3

Cablevision was a direct infringer, and thus, in effect, was

4

“doing” the relevant copying.

5

not binding on us, that follow this approach.

6

Enters. v. Russ Hardenburgh, Inc., 982 F. Supp. 503, 513 (N.D.

7

Ohio 1997) (noting that defendant ISP’s encouragement of its

8

users to copy protected files was “crucial” to finding that it

9

was a direct infringer).

There are certainly other cases,
See, e.g., Playboy

We need not decide today whether one’s

10

contribution to the creation of an infringing copy may be so

11

great that it warrants holding that party directly liable for the

12

infringement, even though another party has actually made the

13

copy.

14

produced by the RS-DVR system are “made” by the RS-DVR customer,

15

and Cablevision’s contribution to this reproduction by providing

16

the system does not warrant the imposition of direct liability.

17

Therefore, Cablevision is entitled to summary judgment on this

18

point, and the district court erred in awarding summary judgment

19

to plaintiffs.

20

III. Transmission of RS-DVR Playback

21

We conclude only that on the facts of this case, copies

Plaintiffs’ final theory is that Cablevision will violate

22

the Copyright Act by engaging in unauthorized public performances

23

of their works through the playback of the RS-DVR copies.

24

Act grants a copyright owner the exclusive right, “in the case of

25

. . . motion pictures and other audiovisual works, to perform the
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The

1

copyrighted work publicly.”

2

the definitional section of the Act, explains that

3
4
5
6
7
8
9
10
11
12
13
14
15
16
17

17 U.S.C. § 106(4).

Section 101,

[t]o perform or display a work “publicly” means (1) to
perform or display it at a place open to the public or at
any place where a substantial number of persons outside of a
normal circle of a family and its social acquaintances is
gathered; or (2) to transmit or otherwise communicate a
performance or display of the work to a place specified by
clause (1) or to the public, by means of any device or
process, whether the members of the public capable of
receiving the performance or display receive it in the same
place or in separate places and at the same time or at
different times.
Id. § 101.
The parties agree that this case does not implicate clause

18

(1).

19

“transmit clause” of the public performance definition: Does

20

Cablevision “transmit . . . a performance . . . of the work . . .

21

to the public”?

22

results in the transmission of a performance of a work–the

23

transmission from the Arroyo Server to the customer’s television

24

set.

25

than Cablevision, does the transmitting and thus the performing

26

and (2) the transmission is not “to the public” under the

27

transmit clause.

28

Accordingly, we ask whether these facts satisfy the second,

Id.

No one disputes that the RS-DVR playback

Cablevision contends that (1) the RS-DVR customer, rather

As to Cablevision’s first argument, we note that our

29

conclusion in Part II that the customer, not Cablevision, “does”

30

the copying does not dictate a parallel conclusion that the

31

customer, and not Cablevision, “performs” the copyrighted work.

32

The definitions that delineate the contours of the reproduction
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1

and public performance rights vary in significant ways.

2

example, the statute defines the verb “perform” and the noun

3

“copies,” but not the verbs “reproduce” or “copy.”

4

not address Cablevision’s first argument further because, even if

5

we assume that Cablevision makes the transmission when an RS-DVR

6

playback occurs, we find that the RS-DVR playback, as described

7

here, does not involve the transmission of a performance “to the

8

public.”

9

Id.

For

We need

The statute itself does not expressly define the term

10

“performance” or the phrase “to the public.”

11

that a transmission may be “to the public . . . whether the

12

members of the public capable of receiving the performance . . .

13

receive it in the same place or in separate places and at the

14

same time or at different times.”

15

instructs us that, in determining whether a transmission is “to

16

the public,” it is of no moment that the potential recipients of

17

the transmission are in different places, or that they may

18

receive the transmission at different times.

19

from this same language, however, is that it is relevant, in

20

determining whether a transmission is made to the public, to

21

discern who is “capable of receiving” the performance being

22

transmitted.

23

receiving the performance,” instead of “capable of receiving the

24

transmission,” underscores the fact that a transmission of a

25

performance is itself a performance.

Id.

It does explain

This plain language

The implication

The fact that the statute says “capable of
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Cf. Buck v. Jewell-La Salle

1
2

Realty Co., 283 U.S. 191, 197-98 (1931).
The legislative history of the transmit clause supports this

3

interpretation.

4

states that

The House Report on the 1976 Copyright Act

5
6
7
8
9
10
11
12
13
14
15
16

H.R. Rep. No. 94-1476, at 64-65 (1976), reprinted in 1976

17

U.S.C.C.A.N. 5659, 5678 (emphases added).

18

[u]nder the bill, as under the present law, a performance
made available by transmission to the public at large is
“public” even though the recipients are not gathered in a
single place, and even if there is no proof that any of the
potential recipients was operating his receiving apparatus
at the time of the transmission. The same principles apply
whenever the potential recipients of the transmission
represent a limited segment of the public, such as the
occupants of hotel rooms or the subscribers of a cable
television service.

Plaintiffs also reference a 1967 House Report, issued nearly

19

a decade before the Act we are interpreting, stating that the

20

same principles apply where the transmission is “capable of

21

reaching different recipients at different times, as in the case

22

of sounds or images stored in an information system and capable

23

of being performed or displayed at the initiative of individual

24

members of the public.”

25

(emphases added).

26

deserves.

27

report is consistent with both legislative history

28

contemporaneous with the Act’s passage and our own interpretation

29

of the statute’s plain meaning.

H.R. Rep. No. 90-83, at 29 (1967)

We question how much deference this report

But we need not belabor the point here, as the 1967

30

From the foregoing, it is evident that the transmit clause

31

directs us to examine who precisely is “capable of receiving” a
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1

particular transmission of a performance.

Cablevision argues

2

that, because each RS-DVR transmission is made using a single

3

unique copy of a work, made by an individual subscriber, one that

4

can be decoded exclusively by that subscriber’s cable box, only

5

one subscriber is capable of receiving any given RS-DVR

6

transmission.

7

transmit clause, which, as described above, directs us to

8

consider the potential audience of a given transmission.

9

unpersuaded by the district court’s reasoning and the plaintiffs’

This argument accords with the language of the

We are

10

arguments that we should consider a larger potential audience in

11

determining whether a transmission is “to the public.”

12

The district court, in deciding whether the RS-DVR playback

13

of a program to a particular customer is “to the public,”

14

apparently considered all of Cablevision’s customers who

15

subscribe to the channel airing that program and all of

16

Cablevision’s RS-DVR subscribers who request a copy of that

17

program.

18

constituted public performances because “Cablevision would

19

transmit the same program to members of the public, who may

20

receive the performance at different times, depending on whether

21

they view the program in real time or at a later time as an RS-

22

DVR playback.”

23

added).

24

considering whether a transmission is “to the public,” we

25

consider not the potential audience of a particular transmission,

Thus, it concluded that the RS-DVR playbacks

Cablevision I, 478 F. Supp. 2d at 623 (emphasis

In essence, the district court suggested that, in
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1

but the potential audience of the underlying work (i.e., “the

2

program”) whose content is being transmitted.

3

We cannot reconcile the district court’s approach with the

4

language of the transmit clause.

That clause speaks of people

5

capable of receiving a particular “transmission” or

6

“performance,” and not of the potential audience of a particular

7

“work.”

8

public” language surplusage.

9

for every copyrighted audiovisual work is the general public.

Indeed, such an approach would render the “to the
Doubtless the potential audience
As

10

a result, any transmission of the content of a copyrighted work

11

would constitute a public performance under the district court’s

12

interpretation.

13

the existence of non-public transmissions; if it did not,

14

Congress would have stopped drafting that clause after

15

“performance.”

16

But the transmit clause obviously contemplates

On appeal, plaintiffs offer a slight variation of this

17

interpretation.

They argue that both in its real-time cablecast

18

and via the RS-DVR playback, Cablevision is in fact transmitting

19

the “same performance” of a given work: the performance of the

20

work that occurs when the programming service supplying

21

Cablevision’s content transmits that content to Cablevision and

22

the service’s other licensees.

23

Twentieth Century Fox Film Corp. et al. at 27 (“Fox Br.”) (“The

24

critical factor . . . is that the same performance is transmitted

25

to different subscribers at different times . . . . more

See Br. of Pls.-Appellees
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1

specifically, the performance of that program by HBO or another

2

programming service.” (third emphasis added)).

3

Thus, according to plaintiffs, when Congress says that to

4

perform a work publicly means to transmit. . . a performance. . .

5

to the public, they really meant “transmit . . . the ‘original

6

performance’ . . . to the public.”

7

theory is that to determine whether a given transmission of a

8

performance is “to the public,” we would consider not only the

9

potential audience of that transmission, but also the potential

The implication of this

10

audience of any transmission of the same underlying “original”

11

performance.

12

Like the district court’s interpretation, this view obviates

13

any possibility of a purely private transmission.

Furthermore,

14

it makes Cablevision’s liability depend, in part, on the actions

15

of legal strangers.

16

to both Cablevision and Comcast.

17

the work from one Cablevision facility to another, while Comcast

18

retransmits the program to its subscribers.

19

interpretation, Cablevision would still be transmitting the

20

performance to the public, solely because Comcast has transmitted

21

the same underlying performance to the public.

22

hapless customer who records a program in his den and later

23

transmits the recording to a television in his bedroom would be

24

liable for publicly performing the work simply because some other

25

party had once transmitted the same underlying performance to the

Assume that HBO transmits a copyrighted work
Cablevision merely retransmits
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Under plaintiffs’

Similarly, a

1

public.

2

We do not believe Congress intended such odd results.

3

Although the transmit clause is not a model of clarity, we

4

believe that when Congress speaks of transmitting a performance

5

to the public, it refers to the performance created by the act of

6

transmission.

7

when it transmits to Cablevision, and Cablevision transmits its

8

own performance of the same work when it retransmits the feed

9

from HBO.

10

Thus, HBO transmits its own performance of a work

Furthermore, we believe it would be inconsistent with our

11

own transmit clause jurisprudence to consider the potential

12

audience of an upstream transmission by a third party when

13

determining whether a defendant’s own subsequent transmission of

14

a performance is “to the public.”

15

PrimeTime 24 Joint Venture (NFL), 211 F.3d 10 (2d Cir. 2000), we

16

examined the transmit clause in the context of satellite

17

television provider PrimeTime, which captured protected content

18

in the United States from the NFL, transmitted it from the United

19

States to a satellite (“the uplink”), and then transmitted it

20

from the satellite to subscribers in both the United States and

21

Canada (“the downlink”).

22

its U.S. customers, but not its Canadian customers.

23

that although the downlink transmission to its Canadian

24

subscribers was a public performance, it could not be held liable

25

for that act because it occurred entirely outside of the United

In National Football League v.

PrimeTime had a license to transmit to
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It argued

1

States and therefore was not subject to the strictures of the

2

Copyright Act.

3

not a public performance because it was a transmission to a

4

single satellite.

5
6

It also argued that the uplink transmission was

See id. at 12.

The NFL court did not question the first assumption, but it
flatly rejected the second on a specific and germane ground:

7
8
9
10
11
12
13
14
15

We believe the most logical interpretation of the Copyright
Act is to hold that a public performance or display includes
each step in the process by which a protected work wends its
way to its audience. Under that analysis, it is clear that
PrimeTime’s uplink transmission of signals captured in the
United States is a step in the process by which NFL’s
protected work wends its way to a public audience.
Id. at 13 (emphasis added) (internal quotation and citation

16

omitted).

17

the United States was not, in itself, “to the public,” the NFL

18

court deemed it so because it ultimately resulted in an

19

undisputed public performance.

20

base its decision on the fact that an upstream transmission by

21

another party (the NFL) might have been to the public.

22

the court base its decision on the fact that Primetime

23

simultaneously transmitted a performance of the work to the

24

public in the United States.

25

downstream, rather than upstream or laterally, to determine

26

whether any link in a chain of transmissions made by a party

27

constitutes a public performance, we reject plaintiffs’

28

contention that we examine the potential recipients of the

29

content provider’s initial transmission to determine who is

Thus, while the uplink transmission that took place in

Notably, the NFL court did not

Nor did

Because NFL directs us to look
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1
2

capable of receiving the RS-DVR playback transmission.
Plaintiffs also rely on NFL for the proposition that

3

Cablevision publicly performs a work when it splits its

4

programming stream and transmits the second stream to the RS-DVR

5

system.

6

determine that the final transmission in the chain (i.e., the RS-

7

DVR playback transmission) is “to the public,” plaintiffs’

8

reliance on NFL is misplaced.

9

transmissions whose final link was undisputedly a public

10
11

Because NFL only supports that conclusion if we

performance.

NFL dealt with a chain of

It therefore does not guide our current inquiry.

In sum, none of the arguments advanced by plaintiffs or the

12

district court alters our conclusion that, under the transmit

13

clause, we must examine the potential audience of a given

14

transmission by an alleged infringer to determine whether that

15

transmission is “to the public.”

16

as designed, only makes transmissions to one subscriber using a

17

copy made by that subscriber, we believe that the universe of

18

people capable of receiving an RS-DVR transmission is the single

19

subscriber whose self-made copy is used to create that

20

transmission.

21

And because the RS-DVR system,

Plaintiffs contend that it is “wholly irrelevant, in

22

determining the existence of a public performance, whether

23

‘unique’ copies of the same work are used to make the

24

transmissions.”

25

for this contention.

Fox Br. at 27.

But plaintiffs cite no authority

And our analysis of the transmit clause
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1

suggests that, in general, any factor that limits the potential

2

audience of a transmission is relevant.

3

Furthermore, no transmission of an audiovisual work can be

4

made, we assume, without using a copy of that work: to transmit a

5

performance of a movie, for example, the transmitter generally

6

must obtain a copy of that movie.

7

movies, television programs, and other audiovisual works, the

8

right of reproduction can reinforce and protect the right of

9

public performance.

As a result, in the context of

If the owner of a copyright believes he is

10

injured by a particular transmission of a performance of his

11

work, he may be able to seek redress not only for the infringing

12

transmission, but also for the underlying copying that

13

facilitated the transmission.

14

various rights in this context, it seems quite consistent with

15

the Act to treat a transmission made using Copy A as distinct

16

from one made using Copy B, just as we would treat a transmission

17

made by Cablevision as distinct from an otherwise identical

18

transmission made by Comcast.

19

transmitter and the source material of the transmission–limit the

20

potential audience of a transmission in this case and are

21

therefore germane in determining whether that transmission is

22

made “to the public.”

23

Given this interplay between the

Both factors–the identity of the

Indeed, we believe that Columbia Pictures Industries, Inc.

24

v. Redd Horne, Inc., 749 F.2d 154 (3d Cir. 1984), relied on by

25

both plaintiffs and the district court, supports our decision to
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1

accord significance to the existence and use of distinct copies

2

in our transmit clause analysis.

3

operated a video rental store, Maxwell’s, which also housed a

4

number of small private booths containing seats and a television.

5

Patrons would select a film, enter the booth, and close the door.

6

An employee would then load a copy of the requested movie into a

7

bank of VCRs at the front of the store and push play, thereby

8

transmitting the content of the tape to the television in the

9

viewing booth.

10

In that case, defendant

See id. at 156-57.

The Third Circuit found that defendants’ conduct constituted

11

a public performance under both clauses of the statutory

12

definition.

13

clause, that court explicitly relied on the fact that defendants

14

showed the same copy of a work seriatim to its clientele, and it

15

quoted a treatise emphasizing the same fact:

16
17
18
19
20
21
22
23
24
25
26
27
28

In concluding that Maxwell’s violated the transmit

Professor Nimmer’s examination of this definition is
particularly pertinent: “if the same copy . . . of a given
work is repeatedly played (i.e., ‘performed’) by different
members of the public, albeit at different times, this
constitutes a ‘public’ performance.” 2 M. Nimmer, § 8.14
[C][3], at 8-142 (emphasis in original). . . . Although
Maxwell’s has only one copy of each film, it shows each copy
repeatedly to different members of the public. This
constitutes a public performance.
Id. at 159 (first omission in original).
Unfortunately, neither the Redd Horne court nor Prof. Nimmer

29

explicitly explains why the use of a distinct copy affects the

30

transmit clause inquiry.

31

the soundness of their intuition: the use of a unique copy may

But our independent analysis confirms
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1

limit the potential audience of a transmission and is therefore

2

relevant to whether that transmission is made “to the public.”

3

Plaintiffs’ unsupported arguments to the contrary are unavailing.

4

Given that each RS-DVR transmission is made to a given

5

subscriber using a copy made by that subscriber, we conclude that

6

such a transmission is not “to the public,” without analyzing the

7

contours of that phrase in great detail.

8

the parties or the district court persuades us to the contrary.

9

No authority cited by

In addition to Redd Horne, the district court also cited and

10

analyzed On Command Video Corp. v. Columbia Pictures Industries,

11

777 F. Supp. 787 (N.D. Cal. 1991), in its transmit clause

12

analysis.

13

“a system for the electronic delivery of movie video tapes,”

14

which it sold to hotels.

15

a bank of video cassette players, each containing a copy of a

16

particular movie.

17

movie via remote control from a list on his television.

18

corresponding cassette player would start, and its output would

19

be transmitted to that guest’s room.

20

movie selected was unavailable to other guests.

21

court concluded that the transmissions made by this system were

22

made to the public “because the relationship between the

23

transmitter of the performance, On Command, and the audience,

24

hotel guests, is a commercial, ‘public’ one regardless of where

25

the viewing takes place.”

In that case, defendant On Command developed and sold

Id. at 788.

The hub of the system was

From his room, a hotel guest could select a

During this playback, the

Id. at 790.
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The

See id.

The

1

Thus, according to the On Command court, any commercial

2

transmission is a transmission “to the public.”

We find this

3

interpretation untenable, as it completely rewrites the language

4

of the statutory definition.

5

commercial transmissions public performances, the transmit clause

6

would read: “to perform a work publicly means . . . to transmit a

7

performance for commercial purposes.”

8

interpretation overlooks, as Congress did not, the possibility

9

that even non-commercial transmissions to the public may diminish

If Congress had wished to make all

In addition, this

10

the value of a copyright.

11

is factually distinguishable, as successive transmissions to

12

different viewers in that case could be made using a single copy

13

of a given work.

14

hotel’s guests was capable of receiving a transmission made using

15

a single copy of a given movie.

16

in this case erred in relying on On Command.

17

Finally, like Redd Horne, On Command

Thus, at the moment of transmission, any of the

As a result, the district court

Plaintiffs also rely on Ford Motor Co. v. Summit Motor

18

Products, Inc., 930 F.2d 277 (3d Cir. 1991), in which the Third

19

Circuit interpreted § 106(3) of the Copyright Act, which gives

20

the copyright holder the exclusive right “to distribute copies .

21

. . of the copyrighted work to the public,” 17 U.S.C. § 106(3)

22

(emphasis added).

23

be the public for the purposes of section 106(3).”

24

F.2d at 299 (emphasis added).

25

Ford court for divesting the phrase “to the public” of “all

The court concluded that “even one person can
Ford, 930

Commentators have criticized the
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1

meaning whatsoever,” 2 Nimmer & Nimmer, supra, § 8.11[A], at 8-

2

149, and the decision does appear to have that result.

3

this result was justified in the context of the distribution

4

right is not for us to decide in this case.

5

we find no compelling reason, in the context of the transmit

6

clause and the public performance right, to interpret the phrase

7

“to the public” out of existence.

8
9

Whether

We merely note that

In sum, we find that the transmit clause directs us to
identify the potential audience of a given transmission, i.e.,

10

the persons “capable of receiving” it, to determine whether that

11

transmission is made “to the public.”

12

playback transmission is made to a single subscriber using a

13

single unique copy produced by that subscriber, we conclude that

14

such transmissions are not performances “to the public,” and

15

therefore do not infringe any exclusive right of public

16

performance.

17

undisputed facts; thus, Cablevision is entitled to summary

18

judgment on this point.

19

Because each RS-DVR

We base this decision on the application of

This holding, we must emphasize, does not generally permit

20

content delivery networks to avoid all copyright liability by

21

making copies of each item of content and associating one unique

22

copy with each subscriber to the network, or by giving their

23

subscribers the capacity to make their own individual copies.

24

do not address whether such a network operator would be able to

25

escape any other form of copyright liability, such as liability
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We

1

for unauthorized reproductions or liability for contributory

2

infringement.

3

In sum, because we find, on undisputed facts, that

4

Cablevision’s proposed RS-DVR system would not directly infringe

5

plaintiffs’ exclusive rights to reproduce and publicly perform

6

their copyrighted works, we grant summary judgment in favor of

7

Cablevision with respect to both rights.

8

CONCLUSION

9

For the foregoing reasons, the district court’s award of

10

summary judgment to the plaintiffs is REVERSED and the district

11

court’s injunction against Cablevision is VACATED.

12

REMANDED for further proceedings consistent with this opinion.

13
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UNITED STATES DISTRICT COURT

9

CENTRAL DISTRICT OF CALIFORNIA

10
11

FOX BROADCASTING COMPANY

Case No. CV 12-04529 DMG (SHx)

12

INC., TWENTIETH CENTURY FOX

13

FILM CORP., and FOX TELEVISION

ORDER RE PLAINTIFFS' MOTION
FOR PRELIMINARY INJUNCTION

14

HOLDINGS, INC.,

15

Plaintiffs,

16

PROPOSED PUBLIC VERSION

v.

17

DISH NETWORK, L.C.C. and

18

DISH NETWORK CORP.,

19

Defendants.

20
21

This matter is before the Court on Plaintiffs' Motion for Preliminary Injunction

22

[Doc. #41]. Defendants filed an opposition to the Motion on September 4, 2012 [Doc.

23

#71]. Plaintiffs filed their reply on September 7, 2012 [Doc. # 79]. The Court held a

24

hearing on the Motion on September 21, 2012 and, thereafter, took the matter under

25

submission.

26

The parties ask this Court to fast-forward Sony Corp. of America v. Universal City

27

Studios, Inc., 464 U.S. 417, 104 S. Ct. 774, 78 L. Ed. 2d 574 (1984), to consider whether

28

"PrimeTime Anytime" and "Auto Hop" are merely technological innovations as
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1

innocuous as the Betamax video tape recorder ("VCR") of yore or are instruments of

2

infringement causing Defendants to suffer irreparable harm. On the current record,

3

Plaintiffs have not borne their burden of showing that the technologies at issue are the

4

latter such that a preliminary injunction is warranted. For the reasons set forth below,

5

Plaintiff's Motion is DENIED.

6

I.

7

FACTUAL AND PROCEDURAL BACKGROUND

8

Plaintiffs, Fox Broadcasting Company, Inc., Twentieth Century Fox Film Corp.,

9

and Fox Television Holdings, Inc. ("Fox"), own the copyrights to the television programs

10

that air on the Fox Network during the primetime window each night, including Glee,

11

The Simpsons, Family Guy, Touch, and Bones ("the Fox Programs"). See Declaration of

12

Sherry Brennan, l[rl[r 2-3, Exh. A [Doc. # 41-121.' Fox is one of four network broadcasting

13

companies that offers television programming over the airwaves by local television

14

stations free of charge to viewers. Id. at

In 4, 8. Fox also enters into Retransmission

15
16
17
18
19
20
21
22
23
24
25
26
27
28

Dish submitted abundant objections to nearly every piece of evidence filed by Fox [Doc. #65].
"[1]n the preliminary injunction context, the Court is not strictly bound by all rules of evidence."
Ticketmaster L.L.C. v. RIVIG Technologies, 507 F. Supp. 2d 1096, 1102 n.2 (CD. Cal. 2007) (citing
Flynt Distributing Co., Inc. v. Harvey, 734 F.2d 1389, 1394 (9th Cir. 1984)). The Court has considered
Dish's evidentiary objections and will address them where necessary. See also Rosen Entm 't Sys., LP v.
Icon Enters, Inc., 359 F. Supp. 2d 902, 904 (C.D. Cal. 2005) (exercising discretion to consider
inadmissible but reliable evidence in the context of a preliminary injunction). Dish objects to Exhibit A
of the Brennan Declaration for lack of personal knowledge (Fed. R. Evid. 602) and lack of proper
authentication (Fed. R. Evid. 901). The objections are DENIED because Brennan, as Fox's Senior Vice
President of Distribution and Development, is an adequate custodian of Fox's records of copyright
ownership. Moreover, given that the parties do not seriously dispute Fox's ownership of the copyrights
of the Fox Programs, the Court is satisfied that Exhibit A to Brennan's declaration, which contains
copies of Certificates of Registration for a sampling of Fox program scripts, is reliable to establish Fox's
copyright ownership for purposes of the present motion. See Twin Peaks Prod'ns, Inc. v. Publications
Intl, 996 F.2d 1366, 1371 (2d Cir. 1993) (finding that the court's disposition of copyright issues
regarding popular television show Twin Peaks was "ultimately unaffected" by whether the copyright
registrations applied to the program's teleplays, televised episodes, or both); Reply at 7 (Fox could not
obtain copyright registration of programs as audiovisual works until after they aired, so it obtained
registration of the scripts). Given Brennan's background and position with Fox, she is also qualified to
discuss Fox's contractual relationships with other companies in the television market and the market for
Fox's programs.
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1

Consent ("RTC") contracts with multichannel video programming distributors

2

("MVPDs"), such as cable, telco, and satellite television providers, which grant the

3

MVPDs a license to retransmit the Fox broadcast to consumers through their own

4

systems. See Brennan Decl., ¶ 12. Some of Fox's RTC contracts also grant MVPDs

5

access to video-on-demand ("VOD") programs selected by Fox. Id. at ¶ 14. In addition,

6

Fox enters into separate licensing agreements with companies like Hulu, Apple, Netflix,

7

and Amazon that allow consumers to view Fox programs via Internet streaming on their

8

computers and mobile devices, either with or without commercials depending on the

9

nature of the licensing agreement and the user's subscription. Id.

10

Defendants, Dish Network L.L.C. and Dish Network Corp. ("Dish"), are the third

11

largest pay-television service provider in the United States. Declaration of David Shull,

12

¶ 2 [Doc. # 61]. Dish provides satellite cable services to over 14 million American

13

households. Declaration of Vivek Khemkha, ¶ 8 [Doc. # 62]. Dish retransmits the Fox

14

broadcast to its subscribers via satellite pursuant to an RTC Agreement with Fox. See

15

Shull Decl., ¶ 11, Exh. 3. Since 1999, Dish has also offered subscribers Digital Video

16

Recording ("DVR"), which "allows a subscriber to digitally record television content for

17

watching at a later time, which is commonly known as 'time-shifting.' Declaration of

18

Dan Minnick, 11 5, 8 [Doc. # 59].

19

A. The RTC Agreement and the 2010 Letter Agreement

20

Dish's right to retransmit the Fox broadcast is governed by the RTC Agreement,

21

which Fox entered into in 2002 with EchoStar Satellite Corporation, Dish's former parent

22

company and current technology provider.

23

substantial fee, the RTC Agreement grants Dish a non-exclusive right to retransmit the

24

Fox broadcast to its subscribers. Id. at ¶ 2. Dish's rights under the RTC Agreement are

25

limited in several ways. First, the RTC Agreement states that Dish

See Shull Decl., ¶ 11, Exh. 3. For a

26

shall have no right to distribute all or any portion of the programming

27

contained in any Analog Signal on an interactive, time-delayed, video-on-

28

demand or similar basis; provided that Fox acknowledges that the foregoing
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1

shall not restrict [Dish's] practice of connecting its Subscribers' video replay

2

equipment . .

3

Id. at ¶ 3(d) (emphasis in original). Second, the RTC Agreement provides that Dish may

4 not, "for pay or otherwise, record, copy, duplicate and/or authorize the recording,
5 copying, duplication (other than by consumers for private home use) or retransmission of
6 any portion of any Station's Analog Signal without prior written consent of the Station,
7 except as is specifically permitted by this agreement." Id. at ¶ 9(a).
8

The parties have amended and supplemented their agreement several times since

9 2002 to account for developing technologies and changes in the television market. See
10 Declaration of Michael Biard, ¶ 18 [Doc. # 41-15].2 Most recently, their 2010 Letter
11 Agreement addresses, among other things, the parties' rights and obligations with respect
12 to VOD offerings. Shull Decl., ¶ 14, Exh. 5. The 2010 Letter Agreement states, "In all
13 cases VOD content shall be made available by DISH solely to DISH subscribers of the
14 corresponding linear service," and it lists four specific types of VOD programming. Id.,
15 Attach. A, ¶ 9. Each VOD sub-clause contains a term requiring Dish to "disable fast16 forward functionality during all advertisements." Id.

In particular, the 2010 Letter

17 Agreement gives Dish the ability to offer "Fox VOD" to subscribers at no additional
18 licensing fee, which would allow users to watch primetime programming in a VOD
19 format. Id. This term contains the added proviso that "Dish acknowledges and agrees
20 that . . fast-forward disabling is a necessary condition to distribution of the Fox
21 broadcast content via VOD." Id. According to David Shull, Dish Senior Vice President
22 of Programming, Dish "has not been able to" make Fox VOD available to its subscribers
23 for largely technical reasons unrelated to the subjects of this litigation. See Shull Decl.,
24 '1123-24.
25
26
27
28

Dish objects to this statement based on the doctrine of completeness. The complete 2004
agreement and 2010 Letter Agreement appear in the record at Shull Decl., TT 13-14, Exhs. 4, 5. The
Court is satisfied that Biard, as Fox Executive Vice President of Distribution and a signator to the 2010
Letter Agreement, is qualified to make a statement as to the agreement's purpose.
2
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B. The Hopper, PrimeTime Anytime, and AutoHop

2

In January 2012, Dish announced the Hopper Whole Home High Definition Digital

3

Video Recorder ("the Hopper") to its subscribers. Minnick Decl., ¶ 13. The Hopper is a

4

set-top box ("STB") with both DVR and VOD capabilities. Id. at 11114, 51. The Hopper

5

is currently only available for consumer use, but it is unique in that subscribers may use

6

up to three "Joeys," or additional boxes, to access programs saved on the Hopper on

7

additional televisions in their homes. Id. at ¶ 14. The Hopper also works with the "Sling

8

Adapter," which allows subscribers to view Hopper content on their computers and

9

mobile devices via the Internet. Id. at ¶ 83. The Hopper arrived on the market for

10

consumers in March 2012 and, as of August 2012, 11111111111111111111.1111111.1

11

ut of a total of

12

approximately 13.5 million Dish accounts that use STBs. Id. at ¶¶ 8-9.

13

Because the Hopper was designed to service multiple televisions, it has three

14

tuners and a two-terabyte hard drive, which together allow the user to record and save

15

more programming at any given time. Minnick Decl., ¶ 16. The three tuners permit

16

Hopper users to watch or record on three different television stations at once. Id. The

17

Hopper has the additional unique capability of streaming all four of the major television

18

networks on a single satellite transponder, which allows a user to watch or record all four

19

network broadcasts while leaving the other two tuners available for recording non-

20

network programs or watching them on other television sets equipped with a Joey. Id. at

21

17.

22

In January 2012, Dish also announced a feature called "PrimeTime Anytime"

23

("PTAT"), which became available to Hopper subscribers in March 2012.3 Shull Decl.,

24

¶ 9. PTAT allows subscribers to set a single timer on the Hopper to record all primetime

25
26
27
28
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1

programming on any of the four major broadcast networks, including Fox, each night of

2

the week.4 Minnick Decl., ¶ 20. Dish determines the start- and end-time of the

3

primetime block each night and, for certain types of programming, may alter the total

4

length of the PTAT recordings Id. at ¶ 31. In order to use PTAT, the user must enable it

5

from the main menu by clicking "*" on his or her remote control.6 Id. at ¶ 22. The user

6

is led to a set-up screen, where he or she must select "Enable" to activate PTAT. Id. at

7

¶ 23. Once PTAT is enabled, a new screen appears, and the user may choose to disable

8

recordings of certain networks on certain days of the week. Id. If the user does not select

9

otherwise, the default settings cause the Hopper to record the entire primetime window

10

on all four of the major networks, including Fox, every day of the week.? Id. at ¶ 24. A

11

user may begin watching the recorded programs immediately after PTAT starts

12

recording. Minnick Decl., ¶ 28. The user may cancel a particular PTAT recording on a

13

given day until 20 minutes before the primetime programming begins; at that time, the

14
15
16

4 The Hopper is oni able to record all four network broadcasts throu h the same trans onder
durin .rime time hours.

17
18
19
20
21
22
23
24
25
26
27
28

For example, during the Olympics in July and August 2012, Dish altered the PTAT start- and
end-times to accommodate certain Olympics programming on NBC. Minnick Depo., 217:11-21.
Additionally, Dish designates as primetime any program at least 50% of which falls within the prime
time window, and that program is then included in that network's PTAT recording for that evening. Id.
at 216:10-18.
5

6 The parties devote much argument to the significance of a series of changes to the Hopper
features that took place on July 20, 2012, including certain default settings. See Demery v. Arpaio, 378
F.3d 1020, 1025-26 (9th Cir. 2004) ("Although a suit for injunctive relief is normally moot upon the
termination of the conduct at issue, such a claim is not moot if there is a likelihood of recurrence."). The
Court has considered these arguments, but for purposes of the Motion, the Court need only examine the
propriety of the Hopper features in their current form, as Dish has stated that it has no plans to return to
its pre-July 20, 2012 practices. Minnick Decl., ¶ 47. See Polymer Technologies, Inc. v. Bridwell, 103
F.3d 970, 974 (Fed. Cir. 1996) (noting that, in an infringement action, a preliminary injunction is
unnecessary where "the non-movant has or will soon cease the allegedly infringing activities").
7 Dish considers Primetime to include programs aired between 8 p.m. and 11 p.m. Monday
through Saturday, and between 7 p.m. and 11 p.m. on Sunday, for the coastal television markets.
Minnick Decl., ¶ 26. Primetime airs one hour earlier in the Central and Mountain time zones. Id.
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1 user can no longer cancel the recording for that day but must instead delete it after it is
2 completed. Declaration of David R. Singer, ¶ 45, Exh. L, Deposition of Dan Minnick,
3 224:19-225:14 ("Minnick Depo.") [Doc. # 5518 According to Minnick, Vice President of
4 Software Engineering for EchoStar Technologies, Dish's technology vendor, the decision
5 to limit users' recording ability in this manner was based on "usability": because
6 cancelling a recording could result in the user inadvertently cancelling an entire night of
7 recordings rather than just one program, Dish reasoned that the anti-cancel feature would
8 improve users' experience by protecting against accidental cancellations. Id. at 193:149
10

194:13.
All PTAT recordings are stored locally on the Hopper in users' homes, and users

11 may access PTAT-recorded shows from a special "PTAT" folder in the "Graphical User
12 Interface" ("GUI").9 Minnick Decl., ¶ 28. Programs recorded manually by the user via
13 DVR are stored in a separate folder called "My Recordings." Id. at ¶ 29. The user may
14 select how many days he or she wants to save the PTAT recordings before they are
15 automatically deleted. Minnick Decl., ¶ 24. Unless the user selects otherwise, PTAT
16 recordings are automatically deleted after eight days. Id. at ¶ 24. During that period, the
17 PTAT recordings are "protected," so they are not subject to automatic deletion for lack of
18 space as are other DVR recordings stored in the "My Recordings" folder. Id. at ¶ 33. If a
19 user wishes to "delete" a PTAT recording earlier than the pre-selected date, the icon for
20 that recording will no longer appear in the PTAT folder and will be unavailable for
21 playback; however, the actual recording will remain on the Hopper hard drive until the
22 pre-selected deletion date. Id. at 35. Similarly, if a user wishes to save a particular
23 program for more than eight days, he or she may elect to save a duplicate copy of that
24 program in the "My Recordings" folder. Id. at ¶ 34. The duplicate copy is not actually
25
26
27

8 On August 7, 2011, Fox deposed Minnick, who appeared on behalf of Dish pursuant to Fed. R.
Civ. P. 30(b)(6). See Declaration of David R. Singer, ¶ 45, Exh. L [Doc. #41-2].
9

From the user's perspective, a GUI functions like a menu page, where the user can select what

28 1 he or she wants to do by selecting the corresponding icon. See Minnick Decl., ¶ 28 n.1.
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1 created until the time for automatic deletion; until then, the icon for the program in the
2 "My Recordings" folder is merely a link to the original PTAT recording. Id.
3
Although the Hopper has three "partitions," or areas of the hard drive where data
4 can be stored, all of the audio-visual recordings, both PTAT and traditional DVR, are
5 stored in the same partition. Id. at ¶¶ 43-45. If a user enables PTAT, the programs take
6 up the remaining memory space as they are recorded until it becomes necessary to delete
7 previously recorded programs. Minnick Depo., 170:21-172:10. At that point, the Hopper
8 deletes previously recorded programs in the same manner that a traditional DVR would
9 to make room for the new PTAT recordings. Id. According to Minnick, prior to July 20,
10 2012, Dish "reserved" 231 gigabytes of memory for the PTAT recordings, so the user
11 could never use any portion of that memory for other DVR recordings. Id. at 172:20-6.
12 After July 20, 2012, PTAT no longer receives this preferential memory treatment. Id. at
13 172:5-8. The same partition also contains 329 gigabytes of "reserved" space for "File14 Based Video-On-Demand," which consists of pay-per-view movies, selected by Dish,
15 which Dish anticipates the user might want to order and watch. Minnick Decl., ¶ 51.
16

In May 2012, Dish announced the AutoHop, an additional feature that allows users

17 to "skip" commercials in PTAT recordings with the click of their remote control. See
18 Shull Decl., ¶ 10. If AutoHop is available for a particular PTAT program, the user has
19 the option to enable it for that show. Minnick Depo., 49:18-23. If the user enables
20 AutoHop, the Hopper automatically skips commercial breaks during that program.
21 Minnick Decl., ¶ 54. Although the user may see the first few seconds and last few
22 seconds of the commercial break, the bulk of the commercials are replaced by a kangaroo
23 icon telling the user that the AutoHop is skipping the commercials. Id. AutoHop is
24 available only for PTAT recordings, but users can use the standard "30-second skip"
25 feature on other DVR recordings to fast-forward. Id. at ¶ 58.
26
27
28
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1
2
3
4
5

These copies

6

remain at the uplink facility and are used for quality assurance ("QA") only. Id. at 38:16-

7

17. A technician views the recording, fast-forwarding through the program itself to the

8

commercial breaks, to ensure that the marking announcement is accurate and no portion

9

of the program is cut-off. Id. at 47:12-49:22. If the QA copies reveal an error in the

10

marking process, technicians can correct the error on a later broadcast to ensure that

11

AutoHop functions properly for users who enable it. Id. at 50:1-10. If there is not

12

enough time to correct a marking error before the last broadcast ends, then AutoHop will

13

not be available for that particular show. Id. at 50:12-14. Unlike PTAT, AutoHop does

14

not become available to the user until 3:00 A.M. Eastern Standard Time. Id. at 52:22-23.

15

On May 24, 2012, Fox filed a Complaint against Dish in this Court alleging that

16

PTAT and AutoHop infringe on Fox's copyrights and constitute a breach of the RTC

17

Agreement and the 2010 Letter Agreement [Doc. #1]. Fox filed a motion for a

18

preliminary injunction to enjoin Dish from operating, distributing, selling, or offering to

19

sell any version of PTAT or AutoHop or any comparable features [Doc. #41].

20

II.

21

LEGAL STANDARD

22

Federal Rule of Civil Procedure 65 governs the issuance of preliminary

23

injunctions. The purpose of such injunctive relief is to preserve the rights and relative

24

positions of the parties, i.e., the status quo, until a final judgment issues. See US. Philips

25

Corp. v. KBC Bank N. V., 590 F.3d 1091, 1094 (9th Cir. 2010) (citing Univ. of Tex. v.

26

Camenisch, 451 U.S. 390, 395, 101 S. Ct. 1830, 68 L. Ed. 2d 175 (1981)). An injunction

27

is an exercise of a court's equitable authority, which should not be invoked as a matter of

28

course, and "only after taking into account all of the circumstances that bear on the need
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1

for prospective relief." Salazar v. Buono,

2

2d 634 (2010).

U.S. , 130 S. Ct. 1803, 1816, 176 L. Ed.

3

A plaintiff seeking injunctive relief must show that (1) it is likely to succeed on the

4

merits; (2) it is likely to suffer irreparable harm in the absence of preliminary relief; (3)

5

the balance of equities tips in its favor; and (4) that an injunction is in the public interest.

6

Toyo Tire Holdings of Ams. Inc. v. Cont'l Tire N. Am., Inc., 609 F.3d 975, 982 (9th Cir.

7

2010) (citing Winter v. Natural Res. Def. Council, Inc., 55 U.S. 7, 20, 129 S. Ct. 365,

8

374, 172 L. Ed. 2d 249 (2008)). An injunction may also be appropriate when a plaintiff

9

raises "serious questions going to the merits" and demonstrates that "the balance of

10

hardships tips sharply in the plaintiff's favor." Alliance for the Wild Rockies v. Cottrell,

11

632 F.3d 1127, 1135 (9th Cir. 2010) (quoting The Lands Council v. McNair, 537 F.3d

12

981, 987 (9th Cir. 2008)).

13

III.

14

DISCUSSION

15
16

A.

Likelihood of Success on the Merits
Fox contends that it is likely to succeed on the merits of its claims against Dish for

17

breach of contract, direct copyright infringement, and derivative copyright

18

infringement.10 At the outset, the Court notes that the parties' relationship is primarily a

19

contractual one, governed by the RTC Agreement and the 2010 Letter Agreement. "A

20

licensee infringes the owner's copyright if its use exceeds the scope of its license."

21

Adobe Sys. Inc. v. One Stop Micro, Inc., 84 F. Supp. 2d 1086, 1092 (N.D. Cal. 2000)

22

(quoting S.O.S., Inc. v. Payday, Inc., 886 F.2d 1081, 1088 (9th Cir. 1989)). Indeed, Fox's

23

contract claims overlap substantially with the issues raised by its copyright claims, and

24

therefore a breach of contractual terms governing Dish's rights to use the copyrighted

25
26
27
28

io Fox's Complaint also raises a claim for breach of contract involving Dish's Sling Adapter, as
well as a claim for breach of the implied covenant of good faith and fair dealing. See Complaint, TT 80,
82-85. Notwithstanding these alternative theories of liability, the Court focuses its present analysis
solely on the issues briefed by the parties on this Motion.
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1

works also constitutes infringement. See Sun Microsystems, Inc. v. Microsoft Corp., 81

2

F. Supp. 2d 1026, 1031 (N.D. Cal. 2000). Nevertheless, due to the unique juxtaposition

3

of the contract and copyright claims in this motion for preliminary injunction and the

4

importance of the Sony case to the Court's analysis, the Court will examine PTAT and

5

AutoHop through the lens of copyright law before proceeding to the contract claims.

6

1. The Derivative Copyright Infringement Claims

7

Fox contends that Dish induces, contributes to, or is vicariously liable for the

8

infringing acts of its subscribers. "One infringes contributorily by intentionally inducing

9

or encouraging direct infringement, and infringes vicariously by profiting from direct

10

infringement while declining to exercise a right to stop or limit it." Metro-Goldwyn-

11

Mayer Studios, Inc. v. Grokster, Ltd., 545 U.S. 913, 930, 125 S. Ct. 2764, 2776, 162 L.

12

Ed. 2d 781 (2005). To establish liability on a derivative-infringement theory, then, Fox

13

must first establish that "there has been a direct infringement by third parties." See

14

Perfect 10, Inc. v. Amazon.com, Inc., 508 F.3d 1146, 1169 (9th Cir. 2007) (citing A&M

15

Records, Inc. v. Napster, 239 F.3d 1004, 1013 n.2 (9th Cir. 2001)). Absent a third-party

16

act of infringement, a defendant cannot be liable for derivative infringement. Id.

17

The Court's analysis of Fox's derivative claim is guided by the United States

18

Supreme Court's seminal decision in Sony. In Sony, owners of television and film

19

copyrights brought derivative—not direct—infringement claims against Sony following

20

its release of the Betamax VCR. 464 U.S. at 420. The copyright owners alleged that

21

individual consumers' use of the VCR to record their works from broadcast television

22

constituted direct copyright infringement and rendered Sony liable under a derivative

23

infringement theory. Id. The Supreme Court rejected the plaintiffs' claims. Id. at 456.

24

The Court noted that secondary liability was appropriate only if the defendants had "sold

25

equipment with constructive knowledge of the fact that their customers may use that

26

equipment to make unauthorized copies of copyrighted material." Id. at 439. The Court

27

noted that "the sale of copying equipment . . . does not constitute contributory

28

infringement if the product is widely used for legitimate, unobjectionable purposes." Id.
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1 at 789. The vast majority of VCR users made copies for private time-shifting purposes,
2 and there was no evidence that this practice decreased television viewing or adversely
3 impacted the value of the copyrighted works.

Id. at 423-24, 454-55. The Court

4 concluded that the VCR's primary application—time-shifting for private home use—was
5 a fair use and therefore Sony was not liable for derivative infringement. Id. at 454-56.
6 Importantly, Sony addressed only derivative claims; the plaintiffs in that case did not
7 claim that Sony directly infringed any of their exclusive rights. See id. at 434.
8

Here, the parties agree that the Hopper is only available to private consumers and

9 the evidence does not suggest that consumers use the PTAT copies for anything other
10 than time-shifting in their homes or on mobile devices. In fact, Fox has identified no
11 specific theory under which individual PTAT users could themselves be liable for
12 copyright infringement without circumventing Sony. In the absence of any evidence of
13 such direct infringement on the part of PTAT users, Dish cannot be responsible for
14 "intentionally inducing or encouraging direct infringement," or for "profiting from direct
15 infringement while declining to exercise a right to stop or limit it." Grokster, 545 U.S. at
16 930. In Grokster, unlike this case, owners of a peer-to-peer file-sharing program were
17 liable for derivative copyright infringement because they knowingly and intentionally
18 induced users to copy and distribute copyrighted works over the network, which
19 indisputably constituted infringement on the part of the users. Id. at 939-41. Here, the
20 record is devoid of any facts suggesting direct infringement by PTAT users. Fox has
21 therefore failed to establish a likelihood of success or to raise serious questions on the
22 merits of its derivative infringement claims.
23

2. The Direct Copyright Infringement Claims

24

Having determined that Dish cannot be liable for infringement on a derivative

25 theory, the Court turns next to Fox's direct infringement claims. To establish a claim for
26 copyright infringement, Fox must demonstrate (1) ownership of a valid copyright and (2)
27 infringement of one of the exclusive rights granted to copyright holders under 17 U.S.C.
28 § 106. See Perfect 10, Inc., 508 F.3d at 1159 (quoting Napster, 239 F.3d at 1013). Direct
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1

infringement does not require intent or any particular state of mind. Religious Tech. Ctr.

2

v. Netcom On-Line Commc'n Servs., 907 F. Supp. 1361, 1367 (N.D. Cal. 1995)

3

("Netcom"). At issue here are the exclusive rights of reproduction and distribution. See

4

17 U.S.C. §§ 106(1), (3).

5

a.

The Reproduction Right

6

To establish infringement by reproduction, the plaintiff must show (1) ownership

7

of the copyright and (2) a copying by the defendant. See Kelly v. Arriba Soft Corp., 336

8

F.3d 811, 817 (9th Cir. 2002). A plaintiff need not demonstrate the defendant's intent to

9

infringe the copyright to establish infringement, UMG Recordings, Inc. v. Disco Azteca

10

Distributors, Inc., 446 F. Supp. 2d 1164, 1172 (ED. Cal. 2006), but it must establish that

11

the defendant "actively engage[s]" in the copying, Perfect 10, Inc. v. Cybernet Ventures,

12

Inc., 213 F. Supp. 2d 1146, 1168 (C.D. Cal. 2002). Here, Fox has established ownership

13

in at least some of the copyrighted programs by submitting copyright registrations for the

14

scripts of sixteen episodes of programs that air in Fox's primetime window. See Brennan

15

Decl., ¶ 3, Exh. A. Moreover, Dish concedes that copies of the Fox Programs are made

16

in furtherance of both PTAT and AutoHop.

17

i.

The PTAT Copies

18

First, when enabled, PTAT makes copies of the Fox primetime broadcast each

19

night. Dish asserts that the user, not Dish itself, is responsible for these copies just as the

20

user of a VCR or traditional DVR is responsible for the copies he makes at home on his

21

personal machine. If this is true, then Dish cannot be liable for direct infringement. See

22

Sony, 464 U.S. at 455; Netcom, 907 F. Supp. 1361, 1372 (N.D. Cal. 1995). If this is not

23

true, and Dish in fact makes the copies, then the copies are infringing unless they are

24

subject to an exception. See Hustler Magazine, Inc. v. Moral Majority, Inc., 796 F.2d

25

1148, 1151 (9th Cir. 1986). Thus, the Court turns to the threshold question: Who makes

26

the copies?

27

In Netcom, a disgruntled former member of the Church of Scientology posted

28

portions of the church's copyrighted works on an online forum to which he gained access

-13-
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1

through Netcom, then a large Internet access provider in the United States. 907 F. Supp.

2

at 1366. The messages were stored on the online forum operator's computer,

3

automatically copied onto Netcom's computer, and then distributed to users' computers.

4

Id. at 1367. Netcom did not monitor or control the content or postings, although it could

5

have done so. Id. at 1368. Finding that Netcom was not liable for direct infringement of

6

the church's copyrights, the court stated, lallthough copyright is a strict liability statute,

7

there should still be some element of volition or causation which is lacking where a

8

defendant's system is merely used to create a copy by a third party." Id. at 1370. The

9

court analogized to a copying machine, reasoning that Netcom's act of designing a

10

system that allows users to copy materials "is not unlike that of the owner of a copying

11

machine who lets the public make copies with it." Id. at 1369. The owner, reasoned the

12

Court, does not infringe by merely making his machine available, even though some of

13

his customers use it for infringing purposes. Id. The court concluded that, while it was

14

clear that the former church member engaged in infringement, Netcom's involvement in

15

the copying by acting as a conduit did not expose it to direct liability. Id. at 1372.

16

Importantly, the Netcom court found that Netcom was subject to the "usual strict

17

liability scheme that exists for copyright," but it acknowledged that the unique

18

characteristics of the technology at issue required deeper inquiry into who caused the

19

copies to be made. See id. at 1369 n.12. Several courts have adopted this causation test

20

to determine whether various types of Internet service providers and computer programs

21

are directly liable for infringing activities carried out on their systems or programs. See,

22

e.g., CoStar Group v. LoopNet, Inc., 373 F.3d 544, 550 (4th Cir. 2004) (Internet service

23

provider not directly liable for providing system by which users could upload some

24

copyrighted photographs to its website); Field v. Google, 412 F. Supp. 2d 1106, 1115

25

(D. Nev. 2006) (Internet search engine not directly liable for automatic copying made

26

during the engine's "caching" process); Perfect 10, Inc. v. Cybernet Ventures, Inc., 213 F.

27

Supp. 2d at 1168-69 (Internet age-verification website not directly liable where affiliate

28

websites engaged in infringement); Sega Enters. Ltd. v. MAPHIA, 948 F. Supp. 923, 932

-14-
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1

(N.D. Cal. 1996) (electronic bulletin-board operator not directly liable where users made

2

infringing copies by uploading to or downloading from the bulletin board). In LoopNet,

3

the Fourth Circuit read Netcom as setting forth the rule that, in cases where the identity of

4

the copier is at issue, there must be "a nexus sufficiently close and causal to the illegal

5

copying" to conclude that the owner of a machine used by others for illegal copying

6

directly infringes. LoopNet, 373 F.3d at 550.

7

Most recently, the Second Circuit applied this causation test to a "remote-storage

8

DVR system" ("RS-DVR") that allowed customers to record cable programming on

9

central hard drives housed and maintained remotely by the defendant, Cablevision.

10

Cartoon Network LP, LLLP v. CSC Holdings, Inc., 536 F.3d 121, 124 (2d Cir. 2008)

11

("Cablevision").

12

recorded, and Cablevision's system created a data store that the user could access later to

13

view the requested program at home. Id. at 124-25. Cablevision's service, according to

14

the court, bore similarities to both VOD and DVR. Id. at 125 ("RS-DVR . . . closely

15

resembles a VOD service, whereby a cable subscriber uses his remote and cable box to

16

request transmission of content, such as a movie, stored on computers at the cable

17

company's facility. But unlike a VOD service, RS-DVR users can only play content that

18

they previously requested to be recorded."). The court also noted that Cablevision

19

maintained some control over the content available for recording, because customers

20

could "only record programs on the channels offered by Cablevision," and because

21

Cablevision could "modify the system to limit the number of channels available and

22

considered doing so." Id.

In simple terms, users could request that a particular program be

23

Acknowledging that Cablevision's system undoubtedly resulted in copies being

24

made, the court began its analysis with this inquiry: "The question is who made this

25

copy. If it is Cablevision, plaintiffs' theory of direct infringement succeeds; if it is the

26

customer, plaintiffs' theory fails because Cablevision would then face, at most, secondary

27

liability." Cablevision, 536 F.3d at 130 (emphasis in original). Relying on Netcom, the

28
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1

court looked to "the volitional conduct that causes the copy to be made." Id. at 131. To

2

make this determination, the court noted that

3

a significant difference exists between making a request to a human

4

employee, who then volitionally operates the copying system to make the

5

copy, and issuing a command directly to a system, which automatically

6

obeys commands and engages in no volitional conduct.

7

Id. at 131. The latter is similar to the proprietor of a copy shop, who does not infringe by

8

merely making his copy machines available to the public for private, perhaps infringing,

9

copying. Id. at 132 (citing Princeton Univ. Press v. Mich. Document Servs., 99 F. 3d

10

1381, 1384 (6th Cir. 1996)). The court analogized its own inquiry to the doctrine of

11

causation-based liability in tort, which places liability on the actor "whose 'conduct has

12

been so significant and important a cause that [he or she] should be legally responsible.'"

13

Id. at 132 (quoting W. Page Keeton et al., Prosser and Keeton on Torts § 42 at 273 (5th

14

ed. 1984)).

15

The court concluded that Cablevision was not directly liable for copyright

16

infringement because its involvement in the copying did not pass this causation-based

17

test. Cablevision, 536 F.3d at 132. In doing so, it found that Cablevision's "continuing

18

relationship" with its customers, its control over recordable content, and its development

19

of the instrumentality used for copying was secondary to the fact that the user, and not

20

Cablevision, actually initiated the copies. Id.

21

In this case, Fox asks this Court to find that, through PTAT, Dish crosses the

22

direct-infringement line that Cablevision's RS-DVR merely approached.

23

Cablevision, 536 F.3d at 133. Fox draws the Court's attention to several characteristics

24

of PTAT that it contends accord Dish an impermissible degree of control over the

25

copying process, rendering Dish the copier. The Court examines each of these PTAT

26

features in turn.

See

27

First, Dish decides which networks are available on PTAT and has defaulted the

28

PTAT settings to record all four networks. See Minnick Dec1.11 24. These decisions,
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1

while undoubtedly discretionary authority that Dish maintains, are similar to

2

Cablevision's "unfettered discretion" in selecting the programming available for

3

recording.

4

Cablevision court found, these factors are not "sufficiently proximate to the copying to

5

displace the customer as the person who 'makes' the copies" for liability purposes. Id.

6

Like Cablevision, Dish has no control over what programs Fox and the other networks

7

choose to make available during primetime. If Fox chooses to change its primetime line-

8

up on a particular night, Dish may allow or disallow the PTAT recording, but it cannot

9

control which programs will be broadcast. See id. at 132 (declining to find liability in

10

part because "Cablevision has no control over what programs are made available on

11

individual channels or when those programs will air, if at all"). Moreover, Dish records

12

the programs only if the user makes the initial decision to enable PTAT. Therefore, the

13

default settings do not support Fox's contention that Dish, rather than its users, makes the

14

copies.

See Cablevision, 536 F.3d at 132 (internal quotation omitted). As the

15

Dish also decides the length of time each copy is available for viewing: PTAT

16

recordings are automatically deleted after expiration of a certain number of days, and a

17

user may neither delete nor preserve the original PTAT copy before that time. Minnick

18

Depo., 224:19-225:14; Minnick Decl., 24. In this respect, Dish exercises more control

19

over the copies than did the defendant in Cablevision, where the RS-DVR merely saved

20

the copies until they were deleted by the user or overwritten automatically to make room

21

for a later-recorded program. See Twentieth Century Fox Film Corp. v. Cablevision Sys.

22

Corp., 478 F. Supp. 2d 607, 612 (S.D.N.Y. 2007), reversed in part, vacated in part by

23

Cablevision, 536 F.3d at 140. Nevertheless, it is not clear to the Court that this control,

24

being exercised after the creation of the copies, is relevant to whether Dish causes the

25

copies to be made in the first place. In LoopNet, the Fourth Circuit found insignificant an

26

Internet service provider's ability to delete or "accept" copies of photographs uploaded to

27

a website before linking them to a corresponding page. See 373 F.3d at 547. Instead, the

28

court focused its analysis on the "volitional" conduct that caused the copying to be made;
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1 the defendant's subsequent control over the copy did not interrupt the initial chain of
2 causation. Id.

The court noted that the many parties involved in the "storage and

3 transmission of data" on the Internet are not truly "'copying' as understood by the Act;
4 rather, they are conduits from or to would-be copiers and have no interest in the copy
5 itself.'" Id. at 551. A similar relationship appears to exist between Dish and its
6 subscribers: Dish exercises some control and discretion over the copies, but the copies
7 themselves are made by the users who choose to enable PTAT. Accordingly, the Court
8 finds that this factor also does not support Fox's contention that Dish makes the copies.
9

See id. at 555 (holding that "the automatic copying, storage, and transmission of

10 copyrighted materials, when instigated by others" does not constitute direct
11 infringement).
12

On the other hand, Dish decides when primetime recordings start and end each

13 night, and it maintains the authority to modify those times according to the particular
14 programs airing that night. Minnick Decl., ¶ 31. Additionally, the user cannot stop a
15 copy from being made during the copying process, but must wait until the recording ends
16 before disabling the link. In this regard, Dish exercises more control over the copying
17 process than did Cablevision over the RS-DVR. Cf. Cablevision, 536 F.3d at 132 (users
18 could request a recording of a program or programs airing at any time of day on any
19 station, provided that Cablevision had chosen to provide that station to subscribers).
20 Unlike the other indicia of control discussed above, these limitations on user choice
21 evince Dish's greater participation in the copying process. Still, the Court does not find
22 that this involvement is materially different from an Internet service provider that copies
23 a file in "automatic response to the user's request," LoopNet, 373 F.3d at 550, or a DVR
24 system that "automatically obeys commands" to copy programs selected by the user,
25

Cablevision, 536 F.3d at 131. Although Dish defines some of the parameters of copying

26 for time-shifting purposes, it is ultimately the user who causes the copy to be made by
27 enabling PTAT. Accordingly, while this factor undoubtedly brings Dish closer to the line
28
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1

than its predecessors in Cablevision and LoopNet, it does not push Dish into infringing

2

territory.

3

As the Cablevision court noted, "Sony warns us that 'the lines between direct

4

infringement, contributory infringement, and vicarious liability are not clearly drawn.'"

5

536 F.3d at 133 (quoting Sony, 464 U.S. at 435 n.17). It is clear that Dish exercises a

6

degree of discretion over the copying process beyond that which was present in

7

Cablevision. Nevertheless, at this stage of the proceedings, the Court is not satisfied that

8

PTAT has crossed over the line that leads to direct liability. Despite Dish's involvement

9

in the copying process, the fact remains that the user, not Dish, must take the initial step

10

of enabling PTAT after deciding that he or she wants to initiate the recording. The user,

11

then, and not Dish, is the "most significant and important cause" of the copy. Prosser

12

and Keeton on Torts § 42. Accordingly, the Court finds that Fox has not established a

13

likelihood of success on the merits of its claim that PTAT directly infringes on its

14

exclusive right to reproduction.

15

ii.

The AutoHop Copies

16

Dish also makes QA copies of the primetime line-ups to ensure that AutoHop,

17

when enabled, functions properly on PTAT recordings. These copies are indisputably

18

initiated by Dish, but the parties dispute whether they are a "fair use" under 17 U.S.C.

19

§ 107 because they are "intermediate" to the user's ultimately fair time-shifting. See

20

Sega Enter. Ltd. v. Accolade, Inc., 977 F.2d 1510, 1518 (9th Cir. 1992) (finding that

21

intermediate copying of protected works not ultimately incorporated into an end product

22

may be infringing, but concluding that the intermediate copies at issue were a fair use)

23

(quoting Walker v. University Books, 602 F.2d 859, 863-64 (9th Cir. 1979)). The "fair

24

use" exception "permits courts to avoid rigid application of the copyright statute when,

25

on occasion, it would stifle the very creativity which that law is designed to foster."

26

Kelly, 336 F.3d at 817 (quoting Dr. Seuss Enters., L.P. v. Penguin Books USA, Inc., 109

27

F.3d 1394, 1399 (9th Cir. 1997)). Courts consider four factors in the "fair use" analysis:

28

(1) the purpose and character of the use; (2) the nature of the copyrighted work; (3) the
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1 amount and substantiality of the portion used in relation to the copyrighted work as a
2 whole; and (4) the effect of the use upon the potential market for or value of the
3 copyrighted work. 17 U.S.C. § 107.
4

First, Dish urges the Court to find that, under Sega and its progeny, the QA copies

5 are a fair use because they are ultimately used for noninfringing purposes. In Sega, the
6 court examined whether the unauthorized disassembly of a copyrighted computer
7 program "in order to gain an understanding of the unprotected functional elements of the
8 program" constituted a fair use. 977 F.2d at 1514. Sega owned the copyrights to its
9 "Genesis" video-game console and games that could be played on it. Id. Defendant,
10 Accolade, developed a process to render its own games compatible with the Genesis
11 console.

Id.

This process included "reverse engineer[ing]" of Sega's video game

12 programs to discover the compatibility requirements for the Genesis. Id. The reverse13 engineering process required a form of copying, called "disassembly," which Sega
14 contended was not a fair use. Id. at 1517.
15

Like the QA copies here, the disassembly copies were not used in the end product

16 or for any purpose beyond ascertaining the object code, which was not entitled to
17 copyright protection. See id. at 1526. The court noted, "[w]here there is good reason for
18 studying or examining the unprotected aspects of a copyrighted computer program,
19 disassembly for purposes of such study or examination constitutes a fair use." Id. at
20 1520. In that case, the "good reason" for the copying was to allow Accolade to create
21 unique works that could compete in the same market as Sega, and the court noted that
22 disassembly was "the only means of gaining access to [the] unprotected aspects of the
23 program." Id. at 1520, 1523. Central to the court's conclusion in Sega was that branding
24 disassembly an unfair use would have allowed Sega to monopolize the entire market for
25 works of the type created by Accolade. Id. at 1523-24 (noting that "an attempt to
26 monopolize the market by making it impossible for others to compete runs counter to the
27 statutory purpose of promoting creative expression and cannot constitute a strong
28 equitable basis for resisting the invocation of the fair use doctrine"). That Accolade
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1

copied the unprotected aspects for the purpose of gaining information to create a new,

2

competing product rather than to supplant the original work was a significant factor in

3

finding fair use. See also Sony Computer Entm't, Inc. v. Connectix Corp., 203 F.3d 596,

4

607 (9th Cir. 2000) (finding that disassembly copying was a fair use where employed to

5

create a virtual game console on which users could play the plaintiff's games because the

6

end-product was transformative and did not "merely supplant" the plaintiffs protected

7

work).

8

Here, Dish makes the QA copies for a purpose fundamentally different than did the

9

plaintiff in Sega. Dish makes copies of protected works and it does not do so in order to

10

create unique, transformative works that compete with the Fox Programs. Furthermore,

11

by restricting the use of its copyrighted works, Fox is not exercising an effective

12

monopoly over the television-program market."

13

Therefore, the Court is not persuaded that Sega resolves the fair use inquiry. Accordingly

14

it will examine the four factors set forth in 17 U.S.C. § 107.

15

See Sega, 977 F.3d at 1523-24.

(1) Purpose and Character of the Use

16

First, although commercial use of the copyrighted material is not dispositive of the

17

fair use inquiry, it can counsel against a finding of fair use, particularly where the work is

18

not transformative. See Kelly, 336 F.3 at 818; see also Campbell v. Acuff-Rose Music,

19

Inc., 510 U.S. 569, 578-79, 114 S. Ct. 1164, 1177, 127 L. Ed. 500 (1994). Dish makes

20

the AutoHop QA copies to ensure that the marking announcement is correct so that

21

AutoHop accurately skips over commercials for PTAT viewers. While the copies

22

themselves are not sold or otherwise monetized, they are undoubtedly made for the

23

commercial purpose of providing a high-quality commercial skipping product that more

24

users will want to activate. Moreover, the copies are not transformative because they do

25
26
27
28

11 The Sega court also recognized the unique nature of object code in computer programming,
noting, "[i]f disassembly of copyrighted object code is per se an unfair use, the owner of the copyright
gains a de facto monopoly over the functional aspects of his work--aspects that were expressly denied
copyright protection by Congress." 977 F.3d at 1526. These unique characteristics are not at play here.
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1 not alter their originals "with new expression, meaning, or message." Campbell, 510
2 U.S. at 579. The commercial purpose of the AutoHop copies, although not dispositive,
3 weighs against a finding of fair use.
4
5

(2) Nature of the Copyrighted Work
Second, "[w]orks that are creative in nature are closer to the core of intended

6 copyright protection than are more fact-based works." Napster, 239 F.3d at 1016. While
7 some of the programs recorded in the QA process may certainly be fact-based, the sample
8 registrations provided by Fox suggest that the programs, which include fictional works
9 like Glee and The Family Guy, are primarily creative works. See Brennan Decl., ¶ 3,
10 Exh. A. Thus, the creative nature of the copyrighted works entitles them to heightened
11 protection and also cuts against a finding of fair use. See Kelly, 336 F. 3d at 820.
12
13

(3) Amount and Substantiality of Use
Third, "copying an entire work" also militates against a finding of fair use. Kelly,

14 336 F.3d at 820. Where the ultimate use is very limited, however, the factor is given
15 little weight. See Sega, 977 F.2d at 1526-27 (citing Sony, 464 U.S. at 449-50). Here, the
16 QA copies duplicate the Fox Programs in their entirety; indeed, partial copies of the
17 primetime broadcast would do little to aid Dish in creating an accurate "marking"
18 announcement. On the other hand, the copies are used for the limited purpose of
19 ensuring that the marking data is correct. Only the marking announcement, and not the
20 copies themselves, are distributed to the users. Thus, while this factor also weighs
21 against Dish, it is of considerably less weight than the other factors due to the limited
22 nature of the ultimate use. See id.
23
24

(4) Effect of the Use on the Market
Finally, the fourth factor "requires courts to consider not only the extent of market

25 harm caused by the particular actions of the alleged infringer, but also 'whether
26 unrestricted and widespread conduct of the sort engaged in by the defendant . . . would
27 result in a substantially adverse impact on the potential market' for the original."
28

Campbell, 510 U.S. at 590 (citing 3 M. Nimmer & D. Nimmer, Nimmer on Copyright
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1

§ 13.05[A][4] (1993)); see also Monge v. Maya Magazines Inc., 688 F.3d 1164, 1182

2

(9th Cir. 2012) ("[T]o negate fair use one need only show that if the challenged use

3

should become widespread, it would adversely affect the potential market for the

4

copyrighted work."). The Supreme Court has called this factor "undoubtedly the most

5

important element of fair use." Harper & Row Publishers, Inc. v. Nation Enterprises,

6

471 U.S. 539, 566, 105 S. Ct. 2218, 2234, 85 L. Ed. 2d 588 (1985). In Hustler Magazine,

7

the Ninth Circuit found that this factor focuses on whether the infringing use "tends to

8

diminish or prejudice the potential sale of [the] work, tends to interfere with the

9

marketability of the work, or fulfills the demand for the original work." 796 F.2d at

10

1155-56 (internal citations and numbering omitted). Additionally, courts consider the

11

effect of the defendant's use on the owner's ability to enter into licensing agreements for

12

the use of the protected work. See Campbell, 510 U.S. at 592 (rejecting the argument that

13

parody causes cognizable harm to the market for the original work, but noting that "the

14

market for potential derivative uses includes . . . those that creators of original works

15

would in general develop or license others to develop"); see also Harper & Row

16

Publishers, Inc., 471 U.S. at 568 (noting that the fourth factor "must take account not

17

only of harm to the original but also of harm to the market for derivative works").

18

Here, the QA copies are used to perfect the functioning of AutoHop, a service that,

19

standing alone, does not infringe. The record shows, however, that a market exists for

20

the right to copy and use the Fox Programs: Fox licenses copies of its programs to

21

companies including Hulu, Netflix, iTunes, and Amazon to offer viewers the Fox

22

Programs in various formats. See Brennan Decl., ¶ 13. In fact, the record suggests that

23

Dish chose to offer AutoHop to its subscribers in order to compete with other providers

24

who pay for the rights to use copies of the Fox Programs through licensing agreements.

25

See Singer Decl., Exh. G (Joe Flint, Dish says Hulu is an issue too, Los Angeles Times,

26

May 24, 2012, http://www.latimes.com ("[T]he networks' growing willingness to offer

27

their content on . . . Hulu and iTunes . . . makes the programming that Dish is paying for

28

less valuable, Shull said, and that was one of the reasons that it pushed its AutoHop
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1

device.")); see also Notice of Lodging, Exh. 1 at 5:10 (Vivek Khemkha, Dish Vice

2

President of Product Management, describing the benefits of AutoHop in a promotional

3

spot stating, "I don't think you'd ever need Hulu Plus or Hulu after this") [Doc. # 421.12

4

Unlike these providers, however, Dish does not pay for the right to copy the Fox

5

Programs for any purpose. By making an unauthorized copy for which it has not paid

6

and using it for AutoHop, Dish harms Fox's opportunity to negotiate a value for those

7

copies and also inhibits Fox's ability to enter into similar licensing agreements with

8

others in the future by making the copies less valuable. Therefore, the Court finds that

9

the fourth factor also militates against finding that the QA copies constitute a "fair use"

10

under the Copyright Act.

11

Having considered the fair use factors, the Court finds that, on balance, the QA

12

copies do not constitute a fair use under the Copyright Act. Although they are

13

"intermediate" copies not ultimately used in any end product, they threaten to reduce the

14

value of the right to copy the Fox Programs and undermine Fox's relationships with

15

licensees who pay for that right. The fact that consumers ultimately use AutoHop in

16

conjunction with PTAT for private home use, a fair use under Sony, does not render the

17

intermediate copies themselves a fair use as well. See Los Angeles News Service v. Tullo,

18

973 F.2d 791, 797 (9th Cir. 1992) (emphasizing that the defendant's unauthorized

19

commercial copying was not necessarily a fair use merely because his clients used the

20

copies for "research, scholarship, and private study," which themselves are fair uses).

21

Therefore, the Court finds that Fox has shown a likelihood of success on the merits of its

22
23
24
25
26
27
28

12

Dish objects to these Exhibits as irrelevant, misleading, mischaracterizing the evidence, and
hearsay. Neither quoted statement is hearsay as both are statements of an opposing party. Fed. R. Evid.
801(d)(2). The Court finds that the news article and videos themselves, while hearsay, are admissible
for the limited purpose of showing that the topic itself—the potential effect of AutoHop on both Fox and
Dish's relationships with Hulu and iTunes—has been discussed by Dish representatives in the media as
a potential consequence of AutoHop. See Tieketmaster, 507 F. Supp. 2d at 1114-15 (considering
newspaper articles in the context of a preliminary injunction).
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1

claim that, unlike the intermediate copies at issue in Sega, the QA copies are not a fair

2

use and are an infringement upon Fox's exclusive reproduction right.

3
4

b.

The Distribution Right

Infringement of the distribution right requires "actual dissemination of a copy" by
Perfect 10 v.

5

sale or other transfer of ownership, or by rental, lease, or lending.

6

Amazon.com, Inc., 508 F.3d at 1162 (internal citation omitted); 17 U.S.C. § 106(3). In

7

the electronic context, copies may be distributed electronically. See N.Y. Times Co. v.

8

Tasini, 533 U.S. 483, 498, 121 S. Ct. 2381, 2390, 150 L. Ed. 2d 500 (2001). Unless a

9

copy "changes hands" in one of the designated ways, a distribution has not taken place.

10

Atlantic Recording Corp. v. Howell, 554 F. Supp. 2d 976, 983 (D. Ariz. 2008).

11

Here, although Dish is substantially involved in the PTAT copying that takes place

12

on users' individual Hoppers, it does not appear that any actual copies of the copyrighted

13

works "changes hands." Atlantic Recording Corp., 554 F. Supp. 2d at 983. A PTAT-

14

enabled Hopper records primetime programming locally and, at most, that local copy is

15

disseminated within a single household through the use of Joeys. See id. (noting that the

16

infringer must distribute an unauthorized copy to a member of the public). The only data

17

that changes hands in connection with PTAT and AutoHop is the marking announcement,

18

which instructs AutoHop when to begin skipping the commercial breaks. According to

19

Minnick, this announcement does not contain any PTAT recording, but it merely tells the

20

Hopper when the commercials, which are not alleged to be protected works, begin and

21

end. Minnick Depo., 24:10-14. Therefore, because PTAT and AutoHop do not involve

22

any actual distribution of unauthorized copies, the Court finds that Fox has not

23

established a likelihood of success on the merits of its distribution claim.

24

3. Breach of Contract Claims

25

Fox also contends that it is likely to succeed on the merits of its claims against

26
27
28
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1

Dish for breach of contract.13 The 2002 RTC Agreement grants Dish a nonexclusive

2

right to retransmit the Fox broadcast while prohibiting Dish from copying or distributing

3

the copyrighted works, Shull Decl., ¶ 11, Exh. 3 at ¶ 3(a). The 2010 Letter Agreement

4

requires Dish to disable fast-forward functioning during the playback of certain VOD

5

features. Id., 1114, Exh. 5, Attach. A at ¶ 9.14

6

A written contract must be read and interpreted as a whole.15 See Westmoreland

7

Coal Co. v. Entech, Inc., 100 N.Y.2d 352, 357 (N.Y. 2003). A contract must be

8

construed to effectuate the parties' intent, MBIA Ins. Corp. v. Patriarch Partners VIII,

9

L.L.C., 842 F. Supp. 2d 682, 704 (S.D.N.Y. 2012), but the Court looks to the "objective

10

examination of the reasonable meaning of the text" rather than rely on a party's

11

"subjective expectations or assumptions," Sea Shipping Inc. v. Half Moon Shipping,

12

L.L.C., 848 F. Supp. 2d 448, 457 (S.D.N.Y. 2012). Additionally, contracts should be

13

interpreted according to "reasonable expectation and purpose of the ordinary

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

The Court notes that, because contract breach is generally compensable by money damages, a
preliminary injunction will rarely issue on the basis of an alleged breach of contract absent evidence of
intangible injuries that may stem from such breach. See Rent-A-Center, Inc. v. Canyon Television and
Appliance Rental, Inc., 944 F.2d 597, 603 (9th Cir. 1991) (noting that "economic injury alone does not
support a finding of irreparable harm, because such injury can be remedied by a damage award," but
intangible injuries that may also arise out of a contractual breach may constitute irreparable harm). With
that stricture in mind, the Court will examine Fox's likelihood of success on the breach of contract
claims.
13

14 Fox also alleges that Dish's conduct violates the anti-circumvention provision of the 2010
Letter Agreement, which provides that neither party shall "take any action whatsoever intended to
frustrate or circumvent, or attempt to frustrate or circumvent" the parties' contractual obligations. Shull
Decl., `1[ 14, Exh. 5, Attach. A at ¶ 5. The parties devote minimal argument to this claim in their briefs
and the record lacks substantial evidence addressing this particular provision. In any event, on the
current record, Fox has failed to show, even if serious questions exist as to Dish's potential breach of
this clause, that any irreparable harm would result. See Pyro Speculators North, Inc. v Souza, 861 F.
Supp. 2d 1079, 1092 (E.D. Cal. 2012) (economic injury alone will not support a finding of irreparable
harm).
15 According to Clause 30 of the parties' 2004 Agreement, the parties' contractual relationship is
governed by New York law. See Shull Decl., Exh. 4, ¶ 30.
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1 business[person] when making an ordinary business contract." Uribe v. Merchants Bank
2
3
4

of N.Y., 91 N.Y.S.2d 393, 396 (N.Y. 1998).
a.

The RTC Agreement

Fox asserts that PTAT violates two provisions of the RTC Agreement. Shull

5 Decl., Exh 3, ¶ 3(d) ("[Dish] shall have no right to distribute all or any portion of the
6 programming . . . on an interactive, time-delayed, [VOD] or similar basis; provided that
7 Fox acknowledges that the foregoing shall not restrict [Dish's] practice of connecting its
8 Subscribers' video replay equipment . . . ."); ¶ 9(a) ("[Dish] shall not, for pay or
9 otherwise, record, copy, duplicate and/or authorize the recording, copying, duplication
10 (other than by consumers for private home use) . . . of any portion of' the broadcast.). As
11 discussed above, see § III.A.2.b., supra, Fox has not established that Dish engages in any
12 distribution because the PTAT copies are made by users, remain in private homes, and do
13 not change hands. Nevertheless, to the extent that both of these provisions may apply to
14 PTAT, it seems clear to the Court that this language invokes the long-recognized rule, set
15 forth in Sony, 464 U.S. at 454-55, that in-home copying by private consumers for the
16 purpose of "time-shifting" is a fair use under the Copyright Act. As discussed above,
17 although Dish exercises some discretion over the PTAT recording feature, it is ultimately
18 the user who causes each copy to be made. For the same reasons that Dish does not make
19 the PTAT copies under copyright standards, the Court finds that Dish does not make the
20 copies within the meaning of sections 3(d) and 9(a) of the RTA Agreement. See Shull
21 Decl., Exh. 3, ¶J 3(d), 9(a). Although PTAT makes copying for private home use faster,
22 easier, and more expansive, it is ultimately user-initiated copying that is permissible
23 under the contract.
24

On the other hand, as discussed above, the AutoHop QA copies unquestionably do

25 constitute copies—made by Dish. The fact that the copies are not used for any purpose
26 other than quality assurance does not subject them to any exception in the RTC
27 Agreement, because the Agreement prohibits copying "for pay or otherwise." Shull
28 Decl., Exh. 3, ¶ 9(a). A plain reading of this section in the context of the contract as a
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1 whole suggests that the QA copies constitute a breach of the contract by the plain fact
2 that they are Dish-initiated copies. See Brad H. v. City of New York, 17 N.Y.3d 180, 185
3 (N.Y. 2011) ("A written contract that is clear, complete and subject to only one
4 reasonable interpretation must be enforced according to the plain meaning of the
5 language chosen by the contracting parties."). Thus, the Court finds that Fox has
6 established a likelihood of success on the merits that the AutoHop QA copies violate the
7 RTC Agreement.
8
9

b.

The 2010 Letter Agreement

Additionally, the 2010 Letter Agreement lists several types of VOD services that

10 correspond to several Fox stations: FX, National Geographic Channel (NGC), National
11 Geographic en Espaliol (NGE), and Fox VOD. Shull Decl., ¶ 14, Exh. 5, Attach. A at
12 ¶ 9. The sub-clause corresponding to each station grants Dish a license to provide VOD
13 content at no additional fee or charge, subject to the limitation that "Dish will disable
14 fast-forward functionality during all advertisements." Id. This limitation applies to the
15 VOD license for all four stations contemplated in the VOD section. Id.
16

AutoHop indisputably constitutes ad-skipping. In fact, evidence in the record

17 shows that Dish's marketing campaign highlights the Hopper's ad-skipping abilities to
18 distinguish it from other STBs. See Singer Decl., ¶ 42, Exh. J (noting Dish's AutoHop
19 tagline, "Watch shows, not commercials" ).'6 Dish maintains that AutoHop does not
20 breach the contract for two reasons. First, Dish argues that PTAT is not VOD but rather
21 is akin to traditional DVR, and therefore AutoHop is permitted under the contract much
22 like fast-forwarding and 30-second skip in traditional user-initiated DVR recordings. See
23 Shull Decl., Exh 3, ¶¶ 3(d), 9(a) (allowing private home recording without restriction on
24 fast-forward functioning). Second, Dish submits that the VOD provision was an option
25 of which Dish was unable to take advantage due to technological and logistical
26
27
28

16 See Footnote 13, supra.
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1

limitations, see Shull Decl., ¶ 23, and therefore the restriction on fast-forwarding does not

2

apply to PTAT.

3

If PTAT is, as Fox asserts, a VOD offering, then Dish's breach seems clear: every

4

mention of VOD content involving the Fox Programs in the Agreement includes the

5

express prohibition on fast-forwarding through commercials. Shull Decl., ¶ 14, Exh. 5,

6

Attach. A at ¶ 9; see also Uribe v. Merchants Bank of N.Y., 91 N.Y.S.2d 393, 396 (1998)

7

(contracts should be interpreted according to the "reasonable expectation and purpose of

8

the ordinary business[person] when making an ordinary business contract") (internal

9

quotation omitted). The parties devote much argument to the proper definition of VOD.

10

According to Richard Rapp, an economist at NERA Economic Consulting, VOD is

11

a licensed service that allows viewers to select and watch video programs

12

whenever they request them. It is a service where the content is not

13

broadcast, but stored in a library, which users can access on-demand.

14

Typical VOD content offerings include recently aired television programs

15

(as in catch-up TV), popular series, selected categories of thematic

16

programming (e.g. music, children's programs), and movies.

17

Declaration of Richard Rapp, ¶ 94 [Doc. # 641. Brennan describes the VOD that Fox

18

separately licenses to MVPD service providers like Dish as "a library of previously-aired

19

television programs for immediate, 'on demand' viewing on standard television . .

20

distributed after a short-window following a program's original air date and time . . . ."

21

Brennan Decl., ¶ 14(a). Other definitions in the record suggest that the essence of VOD

22

is that its content is controlled by the provider, not the user: the provider selects what

23

programs will be available, when, and for how long. See, e.g., Khemkha Decl., ¶ 12

24

(offering three descriptions of VOD, all of which involve content offered by the

25

supplier).

26

The parties' dispute over the VOD provision is especially challenging because

27

PTAT is, in some ways, a hybrid of DVR and VOD likely not contemplated by either

28

party when the 2010 Agreement was drafted. As the Court concluded in its copyright
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1 analysis, however, at its core, PTAT is little more than a faster, more streamlined way for
2 users to engage in the time-shifting privileges that they have enjoyed since the days of the
3 Betamax.'7 As discussed above, Dish does not decide what programs are available in the
4 PTAT "library"; rather, if the user chooses to enable PTAT, then the recording includes
5 whatever happened to air during that particular primetime window. Unlike VOD, a user
6 cannot decide on Wednesday that he or she wants to view a program that aired on
7 Monday; if the user did not enable PTAT for that night, the recording does not exist. The
8 PTAT recording also differs from VOD insofar as it resides on the user's local DVR and
9 is not transmitted from a remote supplier's library of collected works. Accordingly, the
10 Court finds that the current record does not support a likelihood of success on the merits
11 of Fox's claim that AutoHop breaches the 2010 Letter Agreement. Because none of the
12 parties' agreements purport to limit fast-forwarding on DVR recordings, and because the
13 Court has found that PTAT is more akin to DVR than to VOD, the Court cannot find that
14 AutoHop violates the VOD provisions of the 2010 Agreement. Westmoreland Coal Co.
15

v. Entech, Inc., 100 N.Y.2d at 357 ("A written contract will be read as a whole, and every

16 part will be interpreted with reference to the whole.") (internal quotation omitted).
17

B.

Fox Has Not Established That It Will Suffer Irreparable Harm As a Result of

18

the QA Copies

19

Although historically a showing of a reasonable likelihood of success on a

20 copyright infringement claim raised a presumption of irreparable harm, that presumption
21 no longer exists. See eBay Inc. v. MercExchange, LLC, 547 U.S. 388, 392-93, 547 U.S.
22 388, 126 S. Ct. 1837, 164 L. Ed. 2d 641 (2006) (rejecting the rule that "an injunction
23 automatically follows a determination that a copyright has been infringed" and finding
24
25
17 That former Dish attorney, Max Gratton, represented PTAT as VOD in Dish's trademark
26 "Intent to Use" application on February 4, 2011, does not alter the Court's finding. See Singer Decl.,
27 ¶ 28, Exh. F at 207 [Doc. # 41-2]. As the above analysis demonstrates, the exact meaning of the term
28

"VOD" is subject to reasonable dispute. The Court's conclusion in this regard is based on PTAT's
actual characteristics and functionality, not on how PTAT has been described in the media or otherwise.
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1

that the circuit court's application of that "categorical rule" to grant an injunction was

2

improper); see also Winter, 555 U.S. at 22 (emphasizing that a party seeking a

3

preliminary injunction must demonstrate that irreparable injury is likely); Flexible

4

Lifeline Sys., Inc. v. Precision Lift, Inc., 654 F.3d 989, 995-996 (9th Cir. 2011)

5

("presuming irreparable harm in a copyright infringement case is inconsistent with, and

6

disapproved by, the Supreme Court's opinions in eBay and Winter"). Therefore, Fox

7

must make an independent showing that it is likely to suffer irreparable harm as a result

8

of the infringement via the QA copies if an injunction does not issue. See Flexible

9

Lifeline, 654 F.3d at 998.

10

Fox has demonstrated a likelihood of success on the merits of its claims that

11

AutoHop's QA copies infringe its exclusive reproduction right and breach the anti-

12

copying terms of the RTC Agreement. Importantly, as discussed above, neither the

13

marking announcements nor the ad-skipping effect of AutoHop implicates any copyright

14

interest or breach of contract on the current record.18 Therefore, Fox must establish that it

15

faces a likelihood of irreparable harm if Dish is not enjoined from making and using the

16

QA copies.

17

As discussed above, see § III.A.2.b.ii.d., supra, the record shows that the QA

18

copies have an inherent value for which other providers pay through licensing agreements

19

with Fox. See Singer Decl., ¶ 34, Exh. G ("[T]he networks' growing willingness to offer

20

their content on . . . Hulu and iTunes . . . makes the programming that Dish is paying for

21

less valuable, Shull said, and that was one of the reasons that it pushed its AutoHop

22

device."). By making the copies without such a licensing agreement, Dish has reserved

23

for itself the benefits that flow from the copies, in this case, the functioning of AutoHop,

24
25
26
27
28

18 Fox does not argue that ad-skipping, standing alone, constitutes copyright infringement, and
the Court cannot find any case that has addressed such a technology. Cf. Paramount Pictures Corp. v.
ReplayTV, 298 F. Supp. 2d 921, 927 (C.D. Cal 2004) (dismissing declaratory suit by private users of
DVR with commercial-skipping technology after copyright owners signed a covenant not to sue on that
basis). Moreover, the Court is persuaded that, to the extent ad-skipping may implicate any copyright
concerns, Dish is not liable for that potential infringement under Sony, 544 U.S. at 455-56.
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1

while depriving Fox of its ability to negotiate terms and cost of use in a licensing

2

agreement for those copies. See Campbell, 510 U.S. at 592 (explaining that the relevant

3

market for potential derivative uses "includes only those that creators of original works

4

would in general develop or license others to develop") (emphasis added). Accordingly,

5

the Court finds that, on the current record, Dish's impermissible copying of the Fox

6

Programs causes Fox some degree of harm.

7

An injunction will not issue, however, unless the record establishes that this harm

8

is irreparable. See Perfect 10, Inc. v. Amazon.com, 508 F.3d at 1158. Economic injury

9

alone will not support a finding of irreparable harm because it can generally be remedied

10

by money damages. See Pyro Speculators North, Inc. v Souza, 861 F. Supp. 2d 1079,

11

1092 (E.D. Cal, 2012) (citing Rent-A-Center, Inc., 944 F.2d at 603). Although

12

"intangible injuries, such as damages to ongoing recruitment efforts and goodwill, qualify

13

as irreparable harm," id, the current record does not support a finding of such injuries.

14

Instead, the record suggests that the extent of harm caused by the QA copies is calculable

15

in money damages. The fact that Fox has licensing agreements with other companies

16

shows that copies of the Fox Programs have a market value that other companies already

17

pay in exchange for the right to use the copies. Although Fox has submitted evidence

18

that some irreparable harms, such as loss of control over its copyrighted works and loss

19

of advertising revenue, may stern from the ad-skipping use to which the QA copies are

20

put, the record does not show that those harms flow from the QA copies themselves.

21

MySpace, Inc. v. Wallace, 498 F. Supp. 2d 1293, 1306 n.3 (C.D. Cal. 2007) (noting that

22

the irreparable harm inquiry is dependent on "the harm suffered as a result of the

23

defendant's allegedly unlawful actions"). Rather, if those harms were to materialize, they

24

would be a result of the ad-skipping itself, which does not constitute any copyright or

25

contract breach. Because the alleged harms that Fox will suffer as a result of the QA

26

copies is essentially contractual in nature, the Court finds that the injury is compensable

27

with money damages and does not support a finding of irreparable harm. See Pyro

28

Speculators, 861 F. Supp. 2d at 1092.
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1

Having determined that Fox has failed to establish that it is likely to suffer

2 irreparable harm in the absence of an injunction, the Court need not determine whether
3 the balance of hardships tips in Fox's favor or whether an injunction is in the public
4 interest. See Winter, 55 U.S. at 20.
5

IV.

6

CONCLUSION

7

In light of the foregoing, Fox's Motion for Preliminary Injunction is DENIED.

8 Given that this Order quotes from the parties' confidential agreements, which have been
9 filed under seal, within five days from the date of this Order, the parties will meet and
10 confer regarding which portions of this Order, if any, they propose to be redacted such
11 that the Court may issue a redacted version of the Order. The parties shall file a joint
12 report with the Court by no later than November 12, 2012 regarding the proposed
13 redacted version of the Order.
14
15

IT IS SO ORDERED.

16
17 DATED: November 7, 2012
18
19
20
21

UNITED STATES DISTRICT JUDGE

22
23
24
25
26
27
28
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