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ABSTRACT

The President has requested the advice and consent of the Senate to a new World
Intellectual Property Organization (“WIPQO") Copyright Treaty. S. 2037 and H.R. 2281, as
passed by the Senate and House of Representatives, respectively, implement the changesin
U.S. law to make it compatible with the Treaty. Both bills have been amended , also, to
address broader issues of copyright policy in digital, electronic environments, including
provisions dealing with the copyright liability of online service providers, ephemera
copying, andfair use. TheTreaty updatescopyright protectioninternationally for computer
programs, databases asintellectual creations, and digital communications, including use of
copyrighted works over the worldwide Internet and other computer networks. This report
highlights the main features of the Treaty and summarizes the implementation bills.
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An Overview

Summary

The President has requested the advice and consent of the Senateto ratification
by the United States of a new multilateral treaty, the World Intellectual Property
Organization (“WIPQO") Copyright Treaty. This new treaty was adopted by a
Diplomatic Conference, convened in Geneva, Switzerland from December 2-20,
1996. The WIPO Copyright Treaty updates (but does not formally revise) the Berne
Copyright Convention, the primary multilateral copyright treaty which was last
revised at Parisin 1971.

The WIPO Copyright Treaty confirms copyright subject matter protection for
computer programs and those databases which areintellectual creations; clarifiesor
extends rights of public distribution, commercial rental, and public communication
(i.e., transmission) when using copyrighted works in digital, electronic
environments, subject to limitations that may be enacted by national law if the
limitations do not conflict with normal marketing of the work and do not
unreasonably prejudice the author’s interest; and requires adequate and effective
remedi esto protect agai nst circumvention of anti-copying technol ogiesand knowing
alteration or removal of electronic rights management information.

The new treaty, which is in the nature of a special agreement for current
members of the Berne Convention, culminates an international treaty development
program that began in 1989 with proposals for a “protocol” to update the Berne
Convention.

S. 1121 and H.R. 2281, the original Clinton Administration bills, would have
amended the Copyright Act to create new protection in two fields only: protection
against circumvention of anti-copying technology, and protection to assure the
integrity of copyright management information systems. Another bill, S. 1146,
addressed additional issues, including online service provider liability, fair use,
ephemeral copying, and distancelearning. A fourth bill, H.R. 3048, was similar to
S. 1146 but omitted the online service provider provisions and added provisions on
first sale and shrink-wrap licensing. S. 2037, the successor bill to S. 1121, passed
theSenate on May 14, 1998. H.R. 2281, as amended, passed the House of
Representatives on August 4, 1998.

Thisreport reviewsthe background of the WIPO Copyright Treaty, summarizes
the main provisions of the Treaty and of the pending implementation bills, and
briefly discussesthe main legidlativeissues concerning implementation. (A separate
report has been prepared concerning asecond new treaty — the WIPO Performances
and Phonograms Treaty.)
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World Intellectual Property Organization
Copyright Treaty: An Overview

I ntroduction

The World Intellectual Property Organization (WIPO)* convened adiplomatic
conference from December 2-20, 1996 in Geneva, Switzerland to consider three
draft treaties in the field of intellectual property. Delegates representing more than
125 countries participated in the conference, which ultimately adopted two new
intellectual property treaties and postponed consideration of athird draft treaty.

One treaty — the WIPO Copyright Treaty — covers copyright protection for
computer programs, databases as intellectual works, and digital communications,
including transmission of copyrighted works over the world-wide Internet and other
computer networks.

The second treaty — the WIPO Performances and Phonograms Treaty? —
covers protection for performers of audio works and producers of phonograms (i.e.,
sound recordings), usually under “related” or “neighboring rights’ theories of legal
protection. A country likethe United States, however, that protects sound recordings
under copyright law, may continue to use copyright law to satisfy the obligations of
the Performances-Phonograms Treaty.

Consideration of thethird draft treaty — the Database Treaty — was postponed
to another diplomatic conference both because of insufficient time at the December
1996 Conference and because of objectionsfrom many countriesthat sufficient time
had not been expended in the preparatory work to enable the countries to make an

TheWorld Intellectual Property Organizationisaspecialized agency of the United Nations
which administers most of the international treaties in the field of intellectual property
(patents, trademarks, and copyrights). WIPO administers the Berne Convention for the
Protection of Literary and Artistic Works, the major copyright convention. New treatiesin
thisfield are usually negotiated and devel oped under work programs established by WIPO
members. Usually, following a series of governmental experts meetings, WIPO convenes
adiplomatic conference of statesto consider, debate, negotiate, and perhaps approve anew
treaty. This process was followed in developing the new copyright treaty reviewed in this
report.

Thisreport makesonly brief referencesto the WIPO Performancesand Phonograms Treaty.
A separate CRS Report been prepared. See, D. Schrader, World Intellectual Property
Organi zation Performancesand Phonograms Treaty: An Overview, CRSRep. No. 97-553A
For a .more detailed report on recent developments, see, D. Schrader, WIPO Copyright
Treaty |mplementation Legislation: Recent Developments, CRS Rep. No. 98-463 A.
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informed decision. The draft Database Treaty would have established sui generis
protection against misappropriation of databases created with substantial effort and
investment, even if the database did not represent an intellectual work within the
meaning of copyright law.

This report highlights the key provisions of the WIPO Copyright Treaty,
summarizes the proposed implementing legidlation (S. 2037 and H.R. 2281), and
discusses the main implementation issues that have arisen during Congressional
consideration of the implementing bills.

Most Recent Developments

The President of the United Statesin July 1997 submitted the WIPO Copyright
Treaty to the Senate for its advice and consent to ratification of the treaty by the
United States, accompanied by recommendations for implementing legisation.
Based on thisrequest, S. 1121 and H.R. 2281 were introduced at the end of July
1997 to make the changes in United States copyright law, which the Clinton
Administration concluded were the minimal changes that must be madein U.S. law
to comply with the new obligations of the Treaty.

S. 1121 and H.R. 2281, as introduced, were virtually identical bills that were
based on theinterpretative positionthat existing U.S. copyright law isconsistent with
the obligations of the Treaty except for two substantive matters and technical
amendments concerning primarily the definition of foreign-origin works and their
eigibility for U.S. copyright protection. The bills proposed new legal protection i)
against circumvention of anti-copying technology and ii) against knowing
performance of prohibited acts relating to removal or ateration of copyright
management information (“CMI").

On September 3, 1997, Senator Ashcroft introduced an aternative WIPO
treaties implementation bill (S. 1146), which, in addition to proposing different
statutory textsconcerning anti-circumvention and CM| protection, addresses | nternet
copyright issues such asonline service provider (“OSP’) liability, fair use, distance
learning, and ephemeral reproduction of copies. H.R. 3048 contained provisions
similarto S. 1146, except for the omission of provisionsdealing with OSP copyright
liability and the inclusion of provisions dealing with the first sale doctrine and
“shrink-wrap” licensing. A separate bill, H.R. 2180, dealt only with OSP liability.
(H.R. 2180 was later replaced by H.R. 3209.)

The Senate Judiciary Committee held hearings on S. 1146 on September 4,
1997.2 The House Subcommittee on Court and Intellectual Property held hearings
on H.R. 2281 and H.R. 2180 on September 16 and 17, 1997. The House Judiciary
Committee approved an amended version of H.R. 2281 on April 1, 1998, which

3The Senate Foreign Relations Committee has primary jurisdiction over the consideration
of thetreaty itself. The Senate and House Judiciary Committees have primary jurisdiction
over amendments to the copyright law to implement the treaty.
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included the core elements of aprivate sector consensus agreement on OSPliability.*
The Senate Judiciary Committee favorably reported S. 2037 on May 11, 1998 as a
successor to S. 1121.°

The substitute bill, known as the “Digital Millennium Copyright Act of 1998"
(“DMCA") embodies the private sector agreement on OSP liability, changesin the
technology circumvention and CMI provisions, and several additional amendments.
These amendments. declare that nothing in the anti-circumvention provisions
enlarges or diminishes the existing doctrines of vicarious or contributory
infringement or affects existing defenses such as fair use; clarify that electronics
manufacturers have no obligation to design consumer productsto achieve protection
against circumvention; expand the exemption of 17 U.S.C. 112 for ephemeral
copying by broadcasting organi zationsto apply in digital contextsand to overridethe
anti-circumvention measures of the copyright owner under certain conditions; expand
the exemptionof 17 U.S.C.. 108for librariesand archivesfor preservation activities;
protect personal privacy interestsontheInternet; provide exemptionsfrom theanti-
circumvention provisions for (i) computer interoperability, (ii) for libraries and
nonprofit educational institutions in making purchasing decisions; and (iii) with
respect to the right to control minors' accessto material on the Internet; except law
enforcement and intelligence activities from the anti-circumvention and CMI
provisions; and direct the Copyright Office to study and report on distance learning
and theliability of nonprofit educational institutionsand librarieswhen they provide
online service to patrons.

The Senate passed S. 2037 by unanimous voice vote on May 14, 1998.

H.R. 2281 (bearing the short title: “WIPO Copyright Treaties Implementation
Act”) was subject to sequential referra to the House Commerce Committee. The
Subcommittee on Telecommunications, Trade, and Consumer Protection held a
hearing on the bill on June 5, 1998. The full Commerce Committee made several
amendmentsto H.R. 2281 and reported thebill asthe“ Digital Millennium Copyright
Act of 1998" on July 22, 1998.° The Commerce Committee version of H.R. 2281
generally included the amendments aready embodied in S. 2037 as passed by the
Senate as well as additional amendments especialy concerning the issues of
circumvention of technological measures, fair use, and encryption research. The
House of Representatives passed H.R. 2281 with further amendments on August 4,
1998. Among several amendments, the House-passed bill would create an Under
Secretary of Commerce for Intellectual Property Policy; create a new form of
protection for databases that do not qualify for copyright protection (Title V); and
create new design protection limited to boat hulls (Title VI).

“H.R. REP. 105-551 (Part 1), 105" Cong. 2d Sess. (1998).
°S. REP. 105-190, 105" Cong. 2d Sess. (1998).
SH. R. REP. 105-551 (Part I1), 105" Cong., 2d Sess. (1998).
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Background

The WIPO Copyright Treaty originated in aWIPO work program to update the
major international copyright treaty, the Berne Convention for the Protection of
Literary and Artistic Works (“Berne Convention”). Thiswork program started in
1989 and included discussion of the relevant copyright issues by seven Committees
of Experts. Thisprocesswasknown asthe*Berne Protocol,” sinceit was conceived
as a mechanism to modernize the Berne Convention (last revised in 1971) without
engaging in afull “revision” of the Convention. The original purpose was to make
explicitinthe Berne Conventionthat computer programsand databases are protected
as copyright subject matter, and generally to update the Convention concerning use
of copyrighted worksin digital, electronic environments.

Initially, the United States sought to have updated protection for sound
recordingsincludedinthe*BerneProtocol” process. The European Union and many
other countries strenuously resisted inclusion of sound recording protection since
sound recordings are not copyright subject matter under their laws nor, they insisted,
under the Berne Convention. The majority of countries protect sound recordings
under so-called “neighboring” or “related” rights. The principal neighboring rights
convention is the International Convention for the Protection of Performers,
Producers of Phonograms and Broadcasting Organizations’ (known as the “1961
Rome Convention” or the “Neighboring Rights Convention”).

The European Union’s viewpoint prevailed: the Berne Convention could not
be the vehicle for improved international protection for sound recordings since a
majority of Berne States do not protect sound recordingsunder copyright law. These
countries were unwilling to change their theoretical basis for protecting sound
recordings or agree to an optional interpretation that sound recordings are copyright
subject matter under the Berne Convention.

Consequently in 1992, adecision wastaken to split the Berne Protocol process
into two phases. an update of copyright provisions, and preparation of a possible
“new instrument” (i.e., treaty) on the protection of the rights of performers and
producers of phonograms.® The issues relating to the “new instrument” were
considered by six Committees of Experts.

Thisdual copyright and “new instrument” work program culminated in adoption
of two new treatiesat aWIPO Diplomatic Conferencein Geneva, Switzerlandwhich
met from December 2-20, 1996.

"The United States is not a member of the 1961 Rome Convention on neighboring rights.
The United States adheres to amore narrow sound recording treaty — the Convention for
the Protection of Producers of Phonograms against Unauthorized Duplication of their
Phonograms (“Geneva Phonograms Treaty”)(Geneva, 1971). As the title indicates, the
Geneva Phonograms Treaty protects producers against unauthorized commercial piracy of
sound recordings. Members can opt for copyright, related rights, unfair competition,
criminal law, or a sui generis form of protection.

& Phonograms’ is the international term commonly used to refer to protection of sound
recordings.
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The WIPO Copyright Treaty is a special copyright agreement® updating the
Berne Convention. The second treaty — the WIPO Performances and Phonograms
Treaty — isanew treaty dealing with the protection of performers and producers of
phonograms (i.e., sound recordings). The latter treaty does not specify under which
intellectual property law protection must be extended. Countriesarefreeto legisate
protection under copyright, neighboring rights, or possibly misappropriation
theories of law.

The major policy issues that arose at the 1996 Diplomatic Conference in the
case of the Copyright Treaty were: 1) the liability of online service providers and
other communications entitiesthat provide accessto the Internet and 2) the scope of
the reproduction right as applied to copying of datatransmitted over the Internet. In
the case of the Performances and Phonograms Treaty, the major policy issue was
whether or not performances in audiovisual works (e.g., motion pictures) would be
covered by the treaty.

TheCopyright Treaty i ssueswereresolved by two, separate agreed statements’
of the participating States: 1) that mere provision of communications-Internet
physical facilities (i.e., wires, telephone lines, modems, and other communications
devices) does not constitute infringement; and 2) that existing Article 9 of the Berne
Convention — the reproduction right — applies to the use of worksin digital form
and that storage of a protected work in digital form in an electronic medium
constitutes areproduction. However, as part of a compromise, the actual article on
the reproduction right was dropped from the Copyright Treaty.

In the case of the Performances and Phonograms Treaty, the audiovisual issue
wasresolved by excluding audiovisual performancesfromthetreaty. The possibility
of extending new rights to audiovisua performances will be pursued in future
meetings within the WIPO.

In the copyright field, multilateral treaties or conventions generally establish a
few basic principles concerning the scope of protection, eligibility of foreignersto
enjoy protection, permissible range of limitations and exceptions to the rights
granted, and duration of protection. Copyright treaties, like the Berne Convention
and the new WIPO Copyright Treaty, do not govern protection for nationals of a
member country, do not govern who isliable for any infringement of rights, and, do
not regulate in any detail the enforcement of rights.

An international copyright treaty generally establishes its basic principles in
language that is less explicit than statutory language. This level of generality and
flexibility of language is ordinarily essential in order to achieve an international
consensus among so many countries with widely differing national legal systems.
The details of copyright policy are left to national legislatures.

°Although the WIPO Copyright Treaty was prepared as a special agreement within the
meaning of Article 20 of the Berne Convention rather than acompleterevision of thetreaty,
theratification and implementation processin the United Statesisthe same asfor any other
treaty. Thatis, thisisnot an executive agreement; it isatreaty, which requires approval by
atwo-thirds vote of the Senate.
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There is usually some flexibility in carrying out even relatively explicit treaty
obligations. Very commonly, the treaty will specifically provide that certain issues
are left entirely to national legidation. If, however, implementing legislation is not
adopted, the treaty obligation may be interpreted by the courts of a country,
depending upon its system of jurisprudence.

International copyright treaties establish genera principles or a framework
within which national copyright laws are enacted and enforced. Thetreaties operate
primarily to harmonize national laws concerning minimum rights and duration of
rights. National copyright laws usually do not have extraterritorial effect.

Suits for copyright violations are ordinarily brought in the place where the
infringement occurs. The court of the country where suit isfiled appliesitsown law,
which includes both the national copyright law and any treaty to which the country
adheres.®® Choice-of-law issues are resolved under the national law, subject, inthe
case of the Berne and WIPO Copyright treaties, to the principle of “national
treatment,” 1.e., the foreigner enjoys the same rights as a national of the country.

Treaty Ratification and | mplementation

United Statesadherenceto oneor both of the new WIPO treatiesrequires Senate
consent to ratification of the treaty by atwo-thirds vote.™* In general, ratification of
intellectual property treaties requires implementing legislation to conform United
States domestic law to the treaty obligations. For thisreason, the Senate’s consent
to treaty ratification usually occurs after, or concurrently with, enactment of any
necessary implementing legislation.

Unless the existing United States law is consistent with the obligations of an
intellectual property treaty, implementing legislationisnecessary to avoid asituation
in which the United States would fail to meet its commitments to international law.
Intellectual property (“IP”) law treaties have not been considered self-executing
under U.S. law, even though the Supremacy Clause of the U.S. Constitution makes
aratified treaty the “law of the land” if it islater in time than a statute.

IP treaties have not been considered self-executing primarily because they
represent privateinternational law rather than public international law. A copyright
treaty, for example, creates personal property rights in authors (and perhaps other

oguitsalleginginfringement of copyright treaty rights by individualsare not brought before
any international forum such as WIPO or the International Court of Justice. Under Article
33 of the Berne Convention, disputes about treaty interpretation between two or more
member countries — not between private litigants — may be brought before the
International Court of Justice, unless one of the countriesin the dispute has declared itself
not bound by Article 33(1).

"The WIPO Copyright Treaty will not comeinto force for any country until 3 months after
the 30" country to accede or ratify has deposited itsinstruments of accession or ratification
with the Director General of WIPO. Each country follows its own treaty approval process
in accordance with national law.
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persons) and fixes civil liability (at least) for persons who infringe those property
rights.® Those property rights and the specific acts that give rise to liability are
ordinarily detailed in national laws. Any inconsistencies between the provisions of
the copyright treaty and the existing national copyright law are ordinarily resolved
by the time the treaty is ratified in order to satisfy United States international treaty
obligations and to make clear the rights of IP property owners and the potential
liability of 1P users.

Theexact content of theimplementing | egislationissubject to public debateand
legidative consideration. Thislegislative processordinarily involves an assessment
of the minimum obligations of the treaty; analysis of, and some consensus, on the
settled interpretations of existing U.S. law; and the impact of the treaty and any
changesinU.S. law on variousgroupsinthiscountry. The Congressalso may decide
to specify certain policiesin the statute, and leave certain details to administrative
regulation or to the case-by-case decisions of the courts.

The WIPO Copyright Treaty has now been forwarded to the Senate for its
advice and consent, and bills were introduced to implement the changesin United
States law deemed necessary by the Administration.™® The original bills have now
been repl aced by amended and successor bills(S. 2037 and H.R. 2281), known asthe
Digital Millennium Copyright Act of 1998 (DMCA).

As passed by the Senate and House of Representatives, the different versions
of the DMCA address broader copyright policy issues in the digital environment
than originally proposed by the Administration for the WIPO implementation bills.
This outcome (thusfar) isthe result of efforts by groups, such asthe Digital Future
Coalition (representing the electronics industry, library and educational groups, and
certain technology companies), the online service providers, telephone companies,
and other communicationsentities. These groups have successfully urged Congress
to clarify their liability for Internet uses of copyrighted works, in conjunction with
any ratification of the WIPO treaties.™*

Content owners and computer software interests originaly urged early
Congressional action on the Copyright Treaty and the implementing legislation by

2As noted earlier, international copyright treaties to date have not specified who isliable,
but they fix the major parametersfor ng liability by specifyingrightsand permissible
limitations on rights.

BIn introducing S. 1121, Senator Hatch, Chairman of the Senate Judiciary Committee,
expressed the view that the United States “ must act promptly to ratify and implement the
WIPO treatiesin order to demonstrate |eadership on international copyright protection, so
that the WIPQ treaties can beimplemented globally and so that further theft of our nation’s
most valuable creative products may be prevented.” 143 CONG. REC. (Daily sheets) at
S8582 (July 31, 1997).

14_eading Internet Industry Coalition SaysClarifying L egislation Must Accompany Pending
Copyright Treaties“ Balanced” Solution Needed or Internet at Risk, PR Newswire, February
26, 1997; Recording, Telcolnterests Spar Over Copyright Law, National Journal’ sCongress
Daily, April 30, 1997; D. Braun, Copyright Laws Choke Tech Development, Group Warns,
TechWire, August 18, 1997.
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adoption of the “minimalist” approach in S. 1121 and H.R. 2281,* as originally
introduced. They initially argued that online service and access provider liability,
fair use, and other copyright policy issues could be addressed, if necessary, in
separate legidation, apart from the WIPO Treaty implementation bills.

Theversions of the DM CA passed by the Senate and House of Representatives,
however, generaly embody consensus, compromise agreements on formerly
contentious issues that apparently enjoy the support of both users and owners of
copyrighted material, except with respect to TitlesV and VI of H.R. 2281.%°

WIPO Copyright Treaty: Summary

Nature of Legal I nstrument

TheWIPO Copyright Treaty isanew treaty, but it also effectively “ updates’ the
1971 Paris version of the Berne Convention by providing strong links to the Berne
Convention and by incorporating Berne articles by reference.

For countriesaready bound by the Berne Convention, thenew Copyright Treaty
isin the nature of a special agreement within the meaning of Article 20 of Berne.
Under Article 20, such specia agreements are permitted provided they improve
protection for authors of copyrighted works or contain provisions not inconsi stent
with Berneobligations. TheWIPO Copyright Treaty clearly improvesprotectionfor
authors.

Non-Berne countries may adhere to the new treaty only by agreeing to comply
with the substantivearticlesof the 1971 Parisversion of Berne, i.e., Articles1-21 and
the Appendix for Developing Countries. In effect, the WIPO Copyright Treaty
legally binds non-Berne adhering countriesto apply the Berne Convention, but such
countries do not become dues-paying, voting members of the Berne Union.

BSenator Hatch, in introducing S. 1121, confirmed that the bill took a “minimalist”
approach and was based on the assumption that “the substantive protections in U.S.
copyright law already meet the standards of the new WIPO treaties, and therefore very few
changesto U.S. law are necessary in order to implement the treaties.” 143 CONG. REC.
(Daily sheets) at S8582 (July 31, 1997).

*Adam Eisgrau, representing the Digital Future Coalition, has confirmed that his
organization has agreed not to oppose the House Commerce Committee’ s compromise bill.
provided that the bill is not encumbered by “unrelated” copyright proposals such as
copyright term extension or database protection. As passed by the House, TitleV of H.R.
2281 embodies the database proposal (which was also passed separately as H.R. 2652).
Title VI embodies a boat design protection proposal (which was also passed separately as
H.R. 2696).Legidation: Commerce Panel Clears Digital Copyright Bill With Further
Concessions on Fair Use, 56 BNA PTC JOURNAL 326 (July 23, 1998).
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In addition to requiring the adherents to comply with Berne's substantive
articles, the new treaty explicitly incorporates Berne Articles 2-6'" and requires
application of Article 18.%8

Subject Matter Provisions

Computer Programs. The treaty makes clear that computer programs are
protected as literary works under Article 2 of the Berne Convention, whatever may
be the mode or form of their expression.*

Databases. The treaty makes clear that the parties must accord copyright
protection to databases that constitute “intellectual creations,” i.e., worksin which
the selection or arrangement of the content is the result of intellectual effort. The
compilation of the content (or data) is protected as copyright subject matter, but

YArt. 3 of the WIPO Copyright Treaty. Berne Article 2 specifies the subject matter
protected (“literary and artistic works” in general; specific categories of works are listed).
Berne Article 2bis allows national legislation to exclude protection for political and legal
speeches, and to allow fair use of lectures, addresses and similar works by the press and
media, subject to the right of the author to copyright a collection of these works. Berne
Article 3 establishes the highly important rules concerning eligibility to claim protection
under the Convention, usually based on nationality of the author or place of first publication
(so-called “points of attachment™). Berne Article 4 establishes special digibility rulesfor
cinematographic works (usualy the place where the author’s production facilities are
headquartered or the author’'s habitual residence in a member country) and works of
architecture (the Berne country where the building is located). Berne Article 5 prohibits
formalities on the enjoyment or exercise of rights, establishes that protection must be
extended to eligibleforeignersbased on the principle of national treatment, and establishes
rulesdefining the“ country of origin” and providesthat protectioninthe* country of origin”
is ordinarily governed by national law (i.e., the rights granted authors by the Berne
Convention do not have to be applied in the country of origin). Berne Article 6 permits
membersto retaliate against (i.e., deny protection for works of) nationals of non-members
who fail to provide adeguate protection for works of Berne member nationals, even though
the work isfirst published in a Berne member country and would otherwise be eligible for
protection under the Convention.

BArt. 13 of the WIPO Copyright Treaty. Berne Article 18 essentially requires some form
of retroactive protection (perhaps pursuant to a bilateral agreement) for worksthat entered
the public domain of anew member before adherence to the Berne Convention, but remain
under copyright in the country of origin.

¥Art. 4 of the WIPO Copyright Treaty. The Diplomatic Conferenceal so adopted an“ agreed
statement” concerning the relationship between the Treaty, Article 2 of the Berne
Convention, and the provision on computer program protection in the Agreement on Trade-
Related Aspects of Intellectual Property Standards (“ TRIPS Agreement”) of the Uruguay
Round of the General Agreement on Tariffsand Trade (1994), signed April 15, 1994. The
statement reads as follows:

“The scope of protection for computer programs under Article 4 of this Treaty,
read with Article 2, is consistent with Article 2 of the Berne Convention and on
apar with the relevant provisions of the TRIPS Agreement.”
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protection does not extend to the content itself (unless the content is independently
awork of theintellect, in which case it enjoys a separate copyright).

New or Clarified Exclusive Rights

Reproduction Right: NoNew Treaty Article. Themost contentiouscopyright
issue at the WIPO Diplomatic Conference related to a draft article dealing with the
reproduction right and its application to digital or electronic formats.?* Internet
service providers, telephone companies, and other telecommunications entities
generally objected to application of the reproduction right to indirect or temporary
copying by computerstransferring filesonthelnternet and other computer networks.
In the end, draft Article 7 on the reproduction right was dropped entirely from the
text of the Copyright Treaty. The Diplomatic Conference, however, adopted an

2Art. 5 of the WIPO Copyright Treaty. The Diplomatic Conference adopted an “agreed
statement” concerning the relationship between the Treaty, Article 2 of the Berne
Convention, and the provision concerning protection of databasesinthe TRIPS Agreement.
The statement reads as follows:

“The scope of protection for compilations of data (databases) under
Article 5 of this Treaty, read with Article 2, is consistent with
Article 2 of the Berne Convention and on a par with the relevant
provisions of the TRIPS Agreement.”

Zn the draft treaty, Article 7 (Scope of the Right of Reproduction) read as follows:

(1) The exclusive right accorded to authors of literary and artistic works in
Article 9(1) of the Berne Convention of authorizing the reproduction of their
works shall include direct and indirect reproduction of their works, whether
permanent or temporary, in any manner or form.

(2) Subject to the provisions of Article 9(2) of the Berne Convention, it shall be
amatter for legislation in Contracting Parties to limit the right of reproduction
incaseswhereatemporary reproduction hasthe sole purpose of making thework
perceptible or where the reproduction is of a transient or incidental nature,
provided that such reproduction takes placein the course of use of the work that
is authorized by the author or permitted by law.
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“agreed statement” concerningtheexisting Article9 of Berne.? Themeaning of this
“agreed statement” is now sharply contested among interests in the United States.

Public Distribution Right. Authors enjoy the exclusive right of authorizing
the making availableto the public of copiesof their works.? The Treaty permits, but
does not obligate, the parties to limit the public distribution right by the “first sale”
or “exhaustion of rights’ doctrines.?*

2The “agreed statement” on the reproduction right istied to Article 1(4) of the Copyright
Treaty, which requires Contracting Parties to “comply with Articles 1 to 21 and the
Appendix of the Berne Convention.” The statement reads as follows:

“Thereproduction right, as set out in Article 9 of the Berne Convention, and the
exceptions permitted thereunder, fully apply in the digital environment, in
particular to the use of worksin digital form. It isunderstood that the storage of
a protected work in digital form in an electronic medium constitutes a
reproduction within the meaning of Article 9 of the Berne Convention.”

This “agreed statement” interpretive device is highly unusual in international copyright
treaties. Theweight, aswell asthe meaning, of the statement will be debated in legidative
foraand argued in court cases. Itsweight hinges upon the significance of the obligation in
the WIPO Copyright Treaty to* comply with” Articles 1-21 of the Berne Convention, given
that these articles were originally adopted by preceding diplomatic conferences. Article 9
of Berne was adopted by a Diplomatic Conference at Stockholm, Sweden in 1967. The
Stockholm substantive revision never cameinto force because devel oped countriesrejected
the version of the “Protocol for Developing Countries’ attached to it. Article 9 of Berne,
therefore, became effective only when the 1971 Paris revision came into force in 1974.
Ordinarily an interpretation of an existing article by a subsequent diplomatic conference
would be analogousto acomment in acommittee report on astatutory provision enacted by
a preceding Congress. The incorporation in the WIPO Copyright Treaty of a general
obligationto“ comply with” Articles1-21 of Berne arguably authenticatesthe weight of the
“agreed statement,” but does not resolve the issue of the “meaning” of the statement.

ZArt. 6(1) of the WIPO Copyright Treaty. The Diplomatic Conference adopted an “ agreed
statement” concerning Articles 6 (“right of distribution”) and 7 (“right of rental”)

of the Treaty to confirmthat theserights apply to fixed copies embodied in tangible objects.
The statement reads as follows:

“As used in these Articles, the expressions “copies and “original and copies,’
being subject to the right of distribution and the right of rental under the said
Articles, refer exclusively to fixed copies that can be put into circulation as
tangible objects.”

#Art. 6(2) of the WIPO Copyright Treaty. These doctrines are applied usualy to limit the
public distribution right to the first sale authorized by the copyright owner (i.e., the
purchaser of a copy of a book may resell or otherwise redistribute the book without
obtaining permission from the copyright owner). See, for example, Section 109 of the U.S.
Copyright Act, title 17 U.S.C. In recent years, commercial rental rights have been granted
to copyright owners of computer programs and sound recordings by qualifying the
application of thefirst sale doctrineto theseworks. At theinternational level, amajor issue
existsconcerning national, regional, or international “exhaustion” of the public distribution
right (i.e., assuming the exhaustion doctrine is legislated, does the first sale in a given

(continued...)
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Rental Right. Authors of computer programs, cinematographic works, and
works embodied in phonograms (which works are determined by national law inthe
case of phonograms) enjoy agenerally exclusiveright of authorizing the commercial
rental of these works.?

There are three exceptions to the exclusive right. (i) In the case of computer
programs, theright doesnot apply wherethe program itself isnot the essential object
of the commercial rental. (ii) Inthe case of cinematographic works, the right does
not apply unless commercial rental in a given country has led to widespread
unauthorized reproduction of copies, which materially impairs the right of
reproduction. iii) Asaconcession to Japan, if acountry’slaw in effect on April 15,
1994 (the date the GATT Agreement was adopted) providesonly aright of equitable
remuneration for rental of worksin phonograms, that remunerationright satisfiesthe
Treaty obligation aslong asthereis no “material impairment” of the exclusiveright
of reproduction.

Public Communication Right. Authorsenjoy the exclusiveright generally of
authorizing any communication to the public by wire or wirelessmeans, if the public
can access the communication at different timesand places.”® Ineffect, thisamounts

24(,...continued)
country exhaust the distribution right only in the country of origin, or does exhaustion also
occur throughout a given region of affiliated states and/or worldwide).

ZArt. 7(1) of the WIPO Copyright Treaty. The Diplomatic Conference adopted an “agreed
statement” concerning rental of works in phonograms. If the Contracting Party does not
grant authorsrightsin phonograms, then there is no obligation under the Copyright Treaty
to grant authors a rental right in phonograms. This statement interprets the provision in
Article 7(1) alowing nationa law to determine whether or not copyright protection is
accorded to phonograms. It reflects the fact that most countries, unlike the United States,
do not accord copyright protection to sound recordings. Note that these “ non-copyright”
States would presumably extend rights to performers and producers of phonograms
analogousto therights conferred on authors of other worksunder the copyright law. (These
related rights are covered by the separate Performances and Phonograms Treaty.) The
statement reads as follows:

“It is understood that the obligation under Article 7(1) does not
require a Contracting Party to provide an exclusive right of
commercial rental to authorswho, under that Contracting Party’s
law, are not granted rights in respect of phonograms. Itis
understood that this obligation is consistent with Article 14(4) of
the TRIPS Agreement.”

Art. 8 of the WIPO Copyright Treaty. The Diplomatic Conference adopted an “agreed
statement” to the effect that mere provision of physical facilitiesto enable communications
isnot itself an act of communication, i.e., does not infringe the public communication right.
The statement reads as follows:

“It is understood that the mere provision of physical facilities for enabling or
making a communication does not in itself amount to communication within the
meaning of this Treaty of the Berne Convention. It is further understood that
nothing in Article 8 precludes a Contracting Party from applying Article
(continued...)



CRS-13

to a transmission right, which extends to digital online and interactive
communications, as well as analog communications. The reference to individual
choice of reception is intended to exclude broadcasting, a right which remains
governed by the existing Berne Convention. Also, the public communication right
of the new Treaty explicitly cannot prejudice the existing public performance,
broadcasting, and communication rights of authors as set out in Berne Articles
11(2)(ii), 11bis(2)(i) and (ii), 11ter(1)(ii), 14(2)(ii) and 14bis(1).

Limitations on Rights

In addition to the limitationsto the exclusiverights expressed in the grant of the
right,?” the Copyright Treaty permits two general limitations on the rights.

Article 2 providesthat “[c]opyight protection extendsto expressions and not to
ideas, procedures, methods of operation or mathematical concepts as such.” This
limitation on the scope of copyright reflects the well-settled principle known as the
“idea-expression dichotomy” — copyright protects against copying of original
expressions but does not inhibit copying of the ideas, concepts, methods, etc.
embodied in the expression of the idea, concept, or method.

Article 10 allows each Contracting Party to legislate limitations or exceptions
to the Treaty rights “in certain special cases that do not conflict with a normal
exploitation of the work and do not unreasonably prejudice the legitimate interests
of theauthor.” % Thisgeneral limitation would presumably justify thelimitationsand
exceptions of existing United States law and would permit additional limitations or
exceptions that do not conflict with the normal market for a work and do not
“unreasonably” harm the interests of the author.

The Diplomatic Conference also adopted an “agreed statement” concerning
Article 10 that hasthree main points. Contracting Partiesmay extend into thedigital
environment any existing limitations and exceptions that have been considered
acceptable under the Berne Convention. They may also devise new exceptions and
limitations “that are appropriate in the digital network environment.” Finally, the
Conference expressed an “ understanding” that Article 10(2) of the Copyright Treaty

%(,..continued)
11big(2).”

Article 11bis(2) of the Berne Convention permits compulsory licensing of broadcasts and
communicationsto the public. At one stage of the Berne Protocol process, the WIPO staff
had proposed elimination of this compulsory license option in updating the Berne
Convention. That proposal was abandoned earlier and was not presented to the Diplomatic
Conference.

“'For example, Article 7 applies the rental right only to specified categories of works
(computer programs, cinematographic works, and, if specified in national law, worksin
phonograms). Also, the rental right for works in phonograms can be limited to aright of
remuneration.

This general limitation is drawn almost verbatim from Article 9(2) of the Berne
Convention, which has been part of the Berne Convention only since 1974.
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“neither reduces nor extends the scope of applicability of the limitations and
exceptions permitted by the Berne Convention.”

Term of Protection for Photographs

Only one article of the Copyright Treaty deals with duration of protection.
Article 9 obligates a Contracting Party generally to apply the standard term of life of
the author plus 50 years to protection for photographic works.?® This provision
improves the protection accorded photographs under the Berne Convention, which
permits aterm as short as 25 years.

Enfor cement of Rights

The Berne Copyright Convention traditionally has not included detailed
provisions regarding enforcement of rights.® The 1996 Diplomatic Conference
considered proposals to include detailed enforcement provisions in the Copyright
Treaty, ether asan Annex to the treaty or by reference to the enforcement articles
of the TRIPS Agreement.® In the end, the Diplomatic Conference rejected both
proposals in favor of a brief enforcement article that makes no reference to the
provisions of the TRIPS Agreement.

Article 14 requires Treaty adherentsto ensurethat enforcement proceduresexist
under domestic law to permit “effective action against any act of infringement of
rights covered by this Treaty, including expeditious remedies’ to deter future
infringements.  Paragraph (1) of Article 14 expresses the general obligation of
Contracting Parties “to undertake to adopt ... the measures necessary to ensure the
application of this Treaty.”

Retroactive Application

Article 13 of the Copyright Treaty binds adherents to apply the provisions of
Article 18 of the Berne Convention, which, in essence, requires some form of

#The term of copyright for works other than photographs would remain controlled by
Article7 of the Berne Convention. Thestandard termislife of theauthor plus50 yearsafter
his or her death.

Article 36 of the Berne Convention obligates its adherents to “undertake to adopt...the
measures necessary to ensure the application” of the Convention and also requires that, at
the time of joining the Convention, a country should have domestic law in place “to give
effect to the provisions’ of the Convention. Berne Article 15 establishes a legal
presumption that an author is entitled to bring an infringement action if his or her name
appears on the work. Berne Article 16 provides that infringing copies shall be subject to
seizure in any member country. Except for these articles, the Berne Convention does not
deal with enforcement of rights. Traditionally, the Convention hasbeen concerned with the
grant of rightsto authors outside the country in which thework originated. Until the recent
Diplomatic Conference, there had been no serious attempt to include detail ed enforcement
provisionsin the Berne Convention.

#Articles 41 to 61 of the TRIPS Agreement.
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retroactive protection for works that might have fallen into the public domain of the
new member of the Treaty but remain under copyright in the country of origin.

Technological Measures

The Copyright Treaty in Article 11 establishesanew kind of legal protection for
authors. Treaty adherents shall provide “ adequate and effectivelegal protection and
effective legal remedies against the circumvention of effective technological
measures’ (that is, protection against devices or services that defeat anti-copying
technologies).

The obligation is expressed in general language and leaves the details of
protectionto national law. Strong opposition had been expressed domestically tothe
related proposal in S. 1284 and H.R. 4221 of the 104th Congress (the billsthat would
have amended the copyright law concerning use of copyrighted works on the Internet
and other computer networks). The electronicsindustry objected to civil liability for
deviceswhose“ primary purpose or effect” wasto circumvent anti-copying systems.
The final version of the Copyright Treaty dropped this controversial language from
Article 11.%

Rights Management | nfor mation

Pursuant to Article 12, Treaty adherents must provide “adequate and effective
legal remedies against any person knowingly performing” prohibited actsrelating to
the removal or alteration of e ectronic rights management information.

This obligation extends only to rights management information in electronic
form. By implication, the remedies could be criminal or civil.*® In the case of civil
remedies, protection should apply against someone who has reasonable grounds to
know that he or she has engaged in a prohibited act.

“Rights management information” (RM1) meansinformation that identifiesthe
work, the author, the rightsholder, or disclosesterms and conditions concerning use
of the work. The intent is to facilitate widespread use of this information by
rightsholdersin order to make licensing of works, or permission to use works, more
readily available to the public.

#The Digital Future Coalition, which includes electonics industry groups, supports the
general obligation expressedin Article 11 of the Copyright Treaty, but strongly opposed the
original provisions of S. 1121 and H.R. 2281 that would have implemented the
technological measures obligation of the Treaty. These groups apparently support the
compromises embodied in the Digital Millennium Copyright Act, as passed by the Senate
and House in different versions.

%S, 1121 and H.R. 2281 create legal protection for copyright management information
(“CMI") systems in analog or electronic form, and provide criminal as well as civil
remedies. S. 1146 creates only civil remedies and apparently applies only to CMI in
electronic form.
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The Diplomatic Conference adopted an “agreed statement” concerning the
interpretation of Article 12. First, the Conferenceexpressed an “ understanding” that
the reference to “infringement of any right covered by this Treaty or the Berne
Convention” encompasses both exclusive rights and rights of remuneration. Asa
second “understanding,” the Conference stated the Contracting Parties will not use
Article 12 to devise or implement RMI systems that would have the effect of
imposing formalities, prohibiting the free movement of goods, or impeding the
enjoyment of rights under the Treaty.

Administrative Provisions

Any member State of theWorld Intellectual Property Organi zation may become
aparty to the Copyright Treaty.* The Treaty entersinto force three months after 30
Statesratify or accedetoit.*® No reservations are permitted, that is, acountry must
accept the obligations of the entire treaty and cannot decline to be bound by certain
provisions.*

Article 15 establishes an “ Assembly” of the member States that provides some
organizational structure for dealing with future questions about maintenance,
development, or revision® of the Treaty. The Assembly meets in regular session
once every two years upon convocation by the Director Genera of WIPO.

Thelnternational Bureau of WIPO performsany administrativetasksconcerning
the Treaty.*®

Treaty | mplementation | ssues

General Observations

In general, the decision whether or not to submit implementing legislation, and
the form of that legislation, depends upon interpretation of existing United States
law.* The Clinton Administration and most copyright/content ownersinitially took

#Art. 17 of the Copyright Treaty.
*Art. 20 of the Copyright Treaty.
%®Art. 22 of the Copyright Treaty.

$"Revision of the Treaty would entail convocation of another diplomatic conference. Art.
15(2)(c).

BArt. 16 of the Copyright Treaty.

*For example, does electronic transmission in computer networks without further public
distribution or downloading of any copy infringe the existing rights of reproduction (a
“copy” ismade automatically by operation of the computer network in order to transmit the
data/lwork) or public distribution? To what extent are Internet service providers now
contributorily liable for any infringements of their customers? To what extent does the
doctrineof “fair use” apply to excuse certain otherwiseinfringing activitieson the Internet?

(continued...)
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the position that United Stateslaw — including state law and other federal lawsin
addition to the copyright law — isnow consistent with the obligations of the Treaty,
except for protection against circumvention of anti-copying systems, protection
against removal or ateration of copyright management information, and technical
amendments concerning theeligibility for worksof foreign-origin to claim copyright
in the United States.

Those who held thisviewpoint argued that the WIPO Copyright Treaty mainly
clarifies certain rights and subject matter issues, and that, to the extent the Treaty
grants new rights, it tracks changes that have already been legislated in the United
States copyright law. Also, some have argued that the courts could deal with the
few, if any, remainingissuesconcerningtheconsistency of U.S. law with the Treaty,
which were not covered by the origina implementation bills.

The opposing viewpoint isthat United States|aw relating to use of copyrighted
workson the Internet and other el ectronic or computer networksisnot settled. Some
argued that existing U.S. law isinconsistent with certain Treaty obligations. Others
argued that, at a minimum, legislation would be needed to achieve a higher degree
of certainty on a number of controversia legal issues. Judicia resolution of these
issues, they argued, takes too long, is too fraught with uncertainty for conducting
Internet business, and seldom provides clear, nationwide interpretations of the law.
S. 1146, H.R. 3048, H.R. 2180, and H.R. 3209 essentially responded to the concerns
of thosewho seek legidative clarification of the U.S. law about copyright liability in
digital, electronic environments.

Finaly, it was argued, if the Treaty were ratified without amending United
States law on issues such as the scope of rights and limitations on the rights, the
Treaty language might be cited in court to determine the outcome of cases and in
futurelegidativeforaasabarrier to enactment of certainlegisation. The Treaty will
shape the interpretation of U.S. law and future legislative debate; certain positions
and interpretations will arguably be foreclosed by the Treaty, unless the Treaty
content is shaped by U.S. implementing legidlation before, or simultaneous with,
ratification.

In debating theimplementing legidation, inadditionto the provisionsincluded
in the original versions of S. 1121 and H.R. 2281, the following copyright policy
issues have received legidative consideration: online service provider (OSP)
liability for contributory or vicariousinfringements; the scopeof theexclusiverights
(especially thoserel ating to reproduction, distribution, “transmission,”“*° and “ public

39(...continued)

““Neither the WIPO Copyright Treaty nor United States copyright law expressly mention
any “transmission” right. The “public communication” right of Article 8 of the Treaty,
however, essentially creates a transmission right. Domestically, the NIl bills of the 104"
Congresswould have created atransmission right asasubset of the public distribution right.
Some argue that existing United States law can be interpreted to protect against
unauthorized transmissions as a violation of the public distribution right. The opposing

(continued...)
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communication”);* and the limitations on rights (such asfair use and the first sale
doctrine).

Summary of S. 2037 and H.R. 2281

General Scopeof theBills. Theimplementation billsrecommended originally
by the Clinton Administration and supported by most copyright/content owners
assumed that existing United Stateslaw is already in compliance with the minimum
obligations of the WIPO Copyright Treaty, except for two articles which require:

i) legal protection against circumvention of anti-copyingtechnology [Article 11];
and

ii) legal remedies against knowing performance of prohibited acts relating to
removal or alteration of el ectronicrightsmanagementinformation [Article12].*

Theonly other amendments proposed intheoriginal implementation billswere
technical in nature and related primarily to consequentia adjustments to those
definitions of the Copyright Act that affect treaty relationships and the eigibility of
foreigners to claim copyright in the United States. Technical amendments are
proposed for the same reasons in three substantive sections of the Copyright Act:
section 104, which governs eligibility of foreign authors to claim copyright under
United Stateslaw; section 104A, which concernsrestoration of copyright in certain
foreign-origin works; and section 411, which makes copyright registration in the
United States Copyright Office a jurisdictional prerequisite to a suit for copyright
infringement, except for certain works of foreign-origin.

Theversionsof the Digital Millennium Copyright Act passed by the Senate and
House of Representatives (S. 2037 and H.R. 2281) address many copyright policy
issues concerning use of copyrighted works in digital, electronic environments
beyond the circumvention and copyright management information provisions of the
original implementation bill.

Circumvention of Copyright Protection Systems. Theimplementation bills
would add anew chapter 12 to the Copyright Act, title17 U.S.C., creating civil and
criminal liability for circumvention of copyright protection systems.

The proposed section 1201 would prohibit the manufacture, importation,
offering to the public or other trafficking in any technology, product, service, device,

“0(...continued)
view isthat transmissions fall under the public performance right of existing law and that
certain transmissions are exempt because they are not made to the “public.”

“While United States copyright law does not expressly grant a “public communication”
right, the public performance right of U.S. law seems to encompass the rights granted by
Article 8 of the WIPO Copyright Treaty.

“2Statement of Senator Hatch, accompanyingtheintroductionof S. 1121. 143 CONG. REC.
(Daily sheets) at S8582 (July 31, 1997).
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component or part thereof that isprimarily designed or produced to circumvent
an anti-copying system.

Proposed civil penalties include: injunctions, impoundment of infringing
material or equipment, actual damages and any additional profits of the violator or
statutory damages ranging from $200-$2500 per act of circumvention, product, or
performance of service or, at the plaintiff’s option, atotal award bertween $2500-
$25,000. For repeated violations within three years, the court may triple the
damages. The court also hasthe discretion to reduce or remit damagesif theviolator
proves, andthecourt finds, he, she, or it was not aware and had no reason to believe
that the law was violated.

Criminal penaltieswould apply towillful violation of section 1201 for purposes
of commercial advantage or private financial gain.” First offenders could be fined
up to $500,000 or imprisoned up to 5 years or both. The maximum fineand timein
prison can be doubled for subsequent offenses.

As passed by the Senate and House of Representatives, both bills have been
amended to clarify and narrow the scope of the anti-circumvention requirements.
These amendments. 1) exempt nonprofit libraries, archives, and educational
ingtitutionsfrom liability to the extent they merely access acopyrighted work for the
sole purpose of making a purchase decision or to engage in conduct otherwise
permitted under the Act (such asfair use of thework); 2) exempt lawfully authorized
law enforcement and intelligence activities; 3) permit the circumvention of access
control technologies for the sole purpose of achieving computer software
interoperability (reverseengineering); 4) permit circumventionif necessary to enable
controls on minors' access to Internet material; 5) require the copyright owner to
permit access by abroadcaster if necessary to make arecording as authorized by the
ephemeral recording exemption of 17 U.S.C. 112; 6) exempt any nonprofit library,
archives, or educational institution from criminal liability; 7) in civil cases, remit
any monetary damagesagainst anonprofit library, archives, or educational institution
that proves it was not aware and had no reason to believe its acts viol ates the anti-
circumvention provisions; 8) declare that nothing in the anti-circumvention
provisions enlarges or diminishes the existing doctrines of vicarious or contributory
infringement or affects existing defenses such as fair use; and 9) clarify that
€l ectronicsmanufacturershaveno obligation to design consumer productsto achieve
protection against circumvention.

H.R. 2281 has been further amended to: 1) delay for two years the
implementation of theanti-circumvention provisionsand requireaninitial regulatory
review by the Secretary of Commerce, followed by reviews every three years, of the
impact of any technology-protection measures on the application of fair use; 2)
exempt certain encryption research activities; 3) clarify that the bill neither enlarges
nor diminishes Constitutional protection for freedom of speech and press; and 4)

“8Since the bills do not contain any definition of “commercial advantage” or “private
financial gain,” it seems likely that the mens rea standard of existing copyright law, as
developed by court decisions, would apply.
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mandate two agency reports — the first on the impact of the bill on electronic
commerce, and the second on the impact of anti-circumvention technology on
research and development, including the effect on reverse engineering.

Integrity of Copyright Management Systems. The WIPO Copyright Treaty
implementation billswould add anew section 1202 to the Copyright Act prohibiting
the knowing provision of false copyright management information (“CMI").*
Specifically, thebillswould prohibit the knowing distribution or importation of false
CMI with theintent to induce, enable, facilitate or conceal acopyright infringement.
Theintentional removal or ateration of CMI would also be prohibited.

The purpose of these provisions would be to facilitate widespread use of CMI
by rightsholders in order to make licensing of works (or permission to use works)
more readily available to the public. Consistent with the Treaty, the provisions
cannot be legidated as aformality (i.e., a condition of the erercise or enjoyment of
the copyright) or prohibit the free movement of goods.

Both civil and criminal remedies are proposed. Theseremediesarethe sameas
described above for violations of the anti-circumvention provisions.”

The new rightsto protect theintegrity of CMI systems apply both to analog and
digital formats. In this respect, the bills apparently exceed the minimum treaty
obligation since the WIPO Copyright Treaty requires protection only for electronic
rights management information.

As passed by the Senate and House of Representatives, both bills: 1) exempt
lawfully authorized law enforcement and intelligence activities from the CMI
requirements; 2) exempt nonprofit libraries, archives, and educational institutions
from criminal liability; 3) exempt the same nonprofit entities from civil liability if
they prove they had no awareness of a CMI violation or reason to believe they
committed aviolation; and 4) limit the liability of broadcasters, cable systems, and
other transmitting organizations depending upon whether CMI compliance is
technically feasible or would create an unduefinancial hardship in the case of analog
transmissions, and depending in general upon the existence of industry standardsin
the case of digital transmissions.

Online Service Provider Liability —Titlell. The Administration’s original
implementation bills (S. 1121 and H.R. 2281) did not address the issue of who is
liable for copyright infringement of copyrighted works, as a result of actions by
customers and users of online service and access providers (OSPs).*

“This new right would implement Article 12 of the WIPO Copyright Treaty, although the
treaty uses the terminology “rights management information.”

“The civil remedies would be codified as 17 U.S.C.§1203. The criminal remedies would
be codified as 17 U.S.C.§1204.

“This Report uses “OSP” as short-hand for persons who transmit, route, provide
connections, or otherwisefacilitate computer network service and accessfor clientswithout
initiating or altering the content of the transmission. Although OSPs are the main

(continued...)
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The Ad Hoc Copyright Coalition, consisting of telecommuni cations companies
and onlineserviceproviders(“OSPs’), urged enactment of legidation clarifyingtheir
copyright liability in conjunctionwith any ratification of the WIPO Copyright Treaty.
The Digital Future Coalition (which includes the electronics industry, and library,
educational and telecommunications groups) also urged enactment of domestic
legislation to clarify OSP liability in any legislation to implement the Treaty.

Although the WIPO Copyright Treaty could beimplemented without clarifying
OSPliability, that outcome would leave to the courts decisions about OSP liability.
At least one court decision suggests that OSPs may be liable as contributory
infringers for the copyright violations of their customers.*’

S. 2037 and H.R. 2281, as passed by the Senate and House of Representatives,
respectively, basically absolve OSPs who transfer information via the Internet,
without having any control of the content, from either direct, vicarious, or
contributory copyright infringement. Upon receiving a notice of infringement that
complieswith statutory requirements,”® an OSPis expected expeditiously to remove,
disable or block access, to the extent blocking is technologically feasible and
economically reasonable. Upon receipt of a counter-notice by a provider of the
blocked site, the OSP shall retain the block for 10-14 days but no longer, unless the
copyright owner filessuit for copyright infringement. The exemptionsfrom liability
apply both to network service transmissions and to private and real-time
communications services.

The bills implement a recent consensus agreement on OSP copyright liability
reached by the private sector interests most directly affected by this legislation —
copyright owners, publishers and other disseminators of copyrighted works, online
serviceproviders, telecommunicationsinterests, the el ectronicsindustry, and libraries
and educational institutions.

The bills also contains provisions that would: i) absolve OSPsfrom liability to
the person whose material is blocked or removed from the Internet when the OSP
actsin reliance on a statutory notice of infringement; and ii) establish the principle
that traditional copyright defenses (such as fair use) are unaffected by an OSPs
blockage of, or failure to block, accessto alleged infringing material.

Digital Network Communications. An OSPisnot liablefor monetary relief and
injunctiverelief iscarefully circumscribed when an OSP actsasa® mere conduit” in
transmitting the copyrighted work. Some of the specific restrictions to qualify for
this exemption are:

“8(...continued)
beneficiaries of the copyright liability proposalsin Title Il of the bills, entities other than
OSPs can claim the exemption if they meet the statutory conditions.

“’"Religious Technology Center v. Netcom, 907 F. Supp. 1361 (N.D. Cal. 1995)

“8Among other requirements, the notice must beinwriting, describetheinfringing material,
give information about its location on the network, identify the copyrighted work, contain
a sworn statement that the notice of infringement is accurate, and be signed physically or
electronically by an authorized person.
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! thetransmission was initiated by someone other than the OSP,

! thetransmission is provided through automatic, technical processes without
selection of content by the OSP;

1 the OSP does not sel ect the reci pients of the copyrighted material except asan
automatic response to provide service;

! the OSP does not maintain a copy of the copyrighted material that is
accessibleto recipientsfor alonger period than isreasonably necessary for the
communications; and

1 the materia istransmitted without changes.

System Caching. An OSP isnot liablefor monetary relief and injunctive relief
iscarefully circumscribed when the copyrighted material istemporarily stored onthe
system or network as part of an automatic process without change for use in
refreshing, reloading, or other updating in accordance with accepted industry
standards for data communications.

Information Storage. An OSP is not liable for monetary relief and injunctive
relief is carefully circumscribed when an OSP stores infringing material on its
network at the direction of asystem user if the OSP does not have actual knowledge
of theinfringement, isnot awareof factsor circumstancesthat maketheinfringement
apparent, or, upon obtaining such knowledge or awareness, the OSP acts
expeditiously to remove or disable access to the infringing material.

Information Location Tools. The standards applicableto storage of information
apply generally to OSP liability for referring or linking users to an online location
that may contain infringing material., That is, the OSP is not liable without actual
knowledge or awareness of factsthat make the infringement apparent, or if the OSP
acts expeditiously to remove or disable access upon obtaining knowledge or
awareness of an infringement.

The bills propose penalties for knowing, material misrepresentations about
infringing activity, absolve OSPs of noncopyright liability if the OSP in good faith
actstodisableor removeallegedly infringing material; providethat copyright owners
who seek the identification of the direct infringer from the OSP must obtain a court
order first; inthe narrow caseswhereinjunctionrelief isavailable, placelimitsonthe
scope of the relief orders;, and make OSPs terminate subscribers who are repeat
infringers but do not require OSPs to monitor the network to seek out infringers.

Computer Maintenance or Repair Exemption — Title I11. Both bills
incorporate the free-standing bill (H.R. 72) which overturns a Ninth Circuit
decision® holding that acomputer service/repair company infringesthe copyright in
a computer program by activating the machine. Under the bills, the loading of the

““MAI Systems Corp. V. Advanced Computer Systems of Michigan, Inc., 992 F. 2d 511 (9"
Cir. 1993).
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computer program into a computer's RAM for service or repair purposes would be
noninfringing, even though this act reproduces a copy of the program.

Miscellaneous Internet Copyright Provisions — Title IV. The bills also
propose several amendments that would update the limitations on the rights of the
copyright owner in the context of digital, electronic uses of copyrighted works.
Although the bills contain some common provisions, other provisions are not
common to both bills.

Library Preservation Copying. Thelibrary exemption of 17 U.S.C. 8108 would
be expanded by permitting library reproduction of three copies or phonorecords
rather than the one copy of existing law, by deleting the references of existing law
to reproduction only in “facsimile form,” and by adding, asanew justification for
library reproduction, the factor that the work is stored in an obsol ete format.

Distance Learning. The Copyright Officewould be directed to study and report
back to the Congress concerning proposals to expand the existing instructional
broadcasting exemption of 17 U.S.C. 8110(2) to exempt “distance learning” — that
is, performances, displays, or distributions of works by analog or digital
transmission to remote sites for reception of systematic instructional material by
students officially enrolled in the course and by government employees as part of
thelir official duties. The report would be due 6 months after enactment.

Ephemeral Recordings. Section 112 of the Copyright Act, which deals with
ephemera recordings of works by primary transmitting organizations (such as
broadcasters) would be expanded in two ways. First, the exemption would apply to
nonsubscription broadcasts of sound recordingsin digital formats.

A second amendment of Section 112 relates to the new protection against
circumvention of anti-copying technology. Both bills require that the copyright
owner must make available to the broadcaster the necessary means to make an
ephemeral recording of a technology-protected program, if it is technologically
feasibleand economically reasonableto do so. If the copyright owner failsto provide
copying access in a timely manner in accordance with reasonable business
requirements, the broadcaster is not liable for circumventing the anti-copying
measures.

Under Secretary of Commer cefor Intellectual Property Policy (H.R. 2281 only).
SEC. 401 of H.R. 2281 would create anew position in the Department of Commerce
for an Under Secretary of Commerce for Intellectual Property Policy. This Under
Secretary would be authorized to advise the President on national and certain
international issues relating to patent, trademark, and copyright policy. The Office
would befunded by patent and trademark fees, up to 2 percent of the annual revenues
of the Patent and Trademark Office. SEC. 402 seeksto clarify the authority of this
new Office with the duties of the United States Trade Representative, the Secretary
of State, and the Register of Copyrights.

Assumption of Motion Picture Collective Bargaining Contracts (H.R. 2281
only). With the exception of collective bargaining agreements limited to the public
performance rights, SEC. 416 of H.R. 2281 requires that the transfer of motion
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picture rights shall be deemed to incorporate the collective bargaining agreements
negotiated after enactment of the bill, if the transferee knew or had reason to know
about the agreements, or if there is an existing court order against the transferor
which the latter isnot able to satisfy within 90 days after the order isissued. If the
transferor of motion picture rights fails to notify the transferee of the contractual
obligations and the transferee becomes bound by a court order to make payments
under the collective bargai ning agreement, thetransferor isliableto adamagesclaim
by the transferee.

Fair Useand First Sale Doctrine Clarifications (H.R. 2281 only). SEC. 414 of
H.R. 2281 would amend thefair usedoctrineof 17 U.S.C. 107 to clarify itscontinued
application in digital contexts. SEC. 417 of H.R. 2281 would amend the first sale
doctrine of 17 U.S.C. 109 similarly to clarify its continued application in digital
contexts.

Collections of Information Antipiracy Act — TitleV of H.R. 2281. The
WIPO Copyright Treaty and both implementingbills, S. 2037 andH.R. 2281, would
clarify and perhaps expand protection for databasesthat areintellectual creationsand
qualify for protection as works of authorship under the Copyright Act.

Under the decision of the Supreme Court in Feist Publications v. Rural
Telephone,® however, databases that lack at least a modest amount of creative
expression are not constitutionaly eligible for copyright protection. Database
producers have become concerned about a lack of protection for noncreative
databases. Also, the European Union has issued a directive mandating a new form
of protection for collections of information known as an “extraction right.”
American database producers will be able to enjoy this new form of protection only
if the United States enacts reciprocal legidation that protects European Union
noncreative databases.

Title V of H.R. 2281 responds to the petition of database producers for
protection of databases that cannot qualify under the copyright law asinterpreted by
the Feist case. Essentially, collections of information that result from substantial
investments of time, money, or resources would enjoy a misappropriation-style of
protection against piracy for 15 years. This proposa passed the House of
Representatives as a separate bill (H.R. 2652) over the objections of the library,
educational, and scientific communitiesin the United States.

Vessel Hull Design Protection Act — Title VI of H.R. 2281. The House-
passed bill incorporates another new form of intellectual property protection not
included in S. 2037 — Title VI of H.R. 2281 embodies the Vessel Hull Design
Protection Act. ThisTitlecreatesanew , 10 year form of design protection for boat
hulls, which essentially fills in a perceived gap between the design patent and
copyright laws. The overall shape of a boat larger than arowboat and smaller than
201 feet in length could be protected against copying. Like the database proposal,
the boat design proposal passed the House of Representativesasaseparate bill (H.R.
2696). The proposal also essentially overcomes a decision of the Supreme Court in

50499 U.S. 340 (1991).
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Bonito Boats v. Thunder Craft Boats,> which held that state law protection of boat
designs was an unconstitutional interference with the federal patent and copyright
laws.

The boat design title would enact a design protection proposal that has been
presented to the Congressover severa decadesand rejected for variousreasonswhen
the proposal extended to designs of useful articlesin general. The pending proposal
isrestricted to boat designs simply by afew definitions (e.g., the definition of useful
article). One of the objections to the legislation may be that this is the first
unwelcome (to some) step toward enactment of general design legislation, which has
been controversial in the past. Again, like database protection, design protection
isthe subject of a European Union harmonization project. For American designers
to obtain design protection in Europe, the United States would have to enact new
design legislation. When design protection was considered by earlier Congresses,
objections from the insurance industry, consumers, retailers, and others concerned
about the alleged anti-competitive effect of design protection led to the rejection of
the design hill.

Conclusion

Adoption of the WIPO Copyright Treaty by the 1996 Geneva Diplomatic
Conference culminates an international effort to modernize the Berne Copyright
Convention that began 8 years ago asthe “Berne Protocol” proposal. Although the
purpose of this Treaty isto update and strengthen the protection afforded to authors
by the Berne Convention, the WIPO Copyright Treaty is a new multilateral treaty.
It will come into force 3 months after 30 countries have deposited their instruments
of accession or ratification with the Director Genera of WIPO, whether those
countries are members of the Berne Convention or not. The Treaty is subject to
ratification by the United States with the advice and consent of the Senate.

The Copyright Treaty clarifies that computer programs and databases that
constitute “intellectual creations’ are literary works. The Diplomatic Conference
adopted an agreed statement confirming that these categories of works are eligible
for copyright protection under Article 2 of the Berne Convention aswell asunder the
new Treaty.

Severa exclusive rights of authors are clarified or extended by the Copyright
Treaty, including the rights of public distribution, commercia rental, and public
communication. With respect to the reproduction right, the Copyright Treaty
contains no new text. An agreed statement of the Diplomatic Conference interprets
the reproduction right of Article 9 of the Berne Convention.

Limitations on rights are generally left to national law except that: 1) some
gualificationsare expressed inthe grant of rightsarticles; 2) the Treaty embodiesthe
principle that copyright protects expression and not ideas, and 3) Article 10
specifically permitsnational law to enact limitationsthat do not conflict with normal

51489 U.S. 141 (1989).
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exploitation of the work and do not unreasonably harm the author’s legitimate
interests. In an agreed statement, the Diplomatic Conference interpreted Article 10
of the Treaty and the Berne Convention as permitting appropriate limitations in
digital, computer network environments.

The Copyright Treaty alsoincludesageneral articleon enforcement of thetreaty
rights, an obligation to provide adequate and effective remedies to prevent the
circumvention of technological measures designed to inhibit copying, and an
obligation to assure adequate and effective remedies against knowing removal or
alteration of electronic rights management information.

The WIPO Copyright Treaty was submitted to the Senate for its consideration
inJuly 1997. At the request of the Clinton Administration, S. 1121 and H.R. 2281
were introduced to implement the treaty obligations. The original bills proposed no
changesin therightsor limitations on rights of existing law, on the assumption that
existinglaw isconsistent withthe Treaty. The Administration’ simplementation bills
did propose the creation of new protection against circumvention of anti-copying
systemsand against removal or ateration of copyright management information. The
bills made technical amendmentsrelating to treaty relationshipsand theeligibility of
foreignersto claim copyright in the U.S.

Alternativeimplementation bills, S. 1146 and H.R. 3048, werealso introduced.
These bills differed in important respects from the circumvention and CMI
protection proposalsof the Administration bills. S. 1146 al so proposed amendments
relating to OSP copyright liability, ephemeral copying, fair use, and distance
learning. H.R. 3048 tracked many of the provisions in S. 1146 except for OSP
liability, and added other provisions on the first sale doctrine and “ shrink-wrap”
licensing.

Copyright owners, authors, publishers and other producers/disseminators of
copyrighted works originally urged implementation of the WIPO Copyright Treaty
based upon enactment of the minimal changes proposed in S. 1121 and H.R. 2281
as introduced. These content providers initially argued that United States law is
already consistent with the Treaty with respect to exclusiverights and limitations on
rights. They favored early ratification and enactment of the bills to send an
appropriate signal to other countries, which would encourage them to adhereto the
Treaty and generally upgrade protection for the use of copyrighted works in
electronic, digital environments.

Groups representing the telecommunications and electronics industries,
libraries, and other educational interests generally support the ratification of the
WIPO Copyright Treaty in principle, but only on the basis of implementing
legidlation that addresses their concerns about OSP liability, fair use, distance
learning, ephemeral copying, and other issues concerning use of copyrighted works
on the Internet and in electronic environments. They arguethat United Stateslaw is
not settled concerning the scope of rights and limitations on rights in digital,
electronic environments. It is asserted that these issues must be addressed in
legidlation rather than through judicial decision-making. S. 1146 and H.R. 3048
responded to many of the concerns of these groups.
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Through the legidlative process of hearings, debate, consideration, and
amendment, the original implementation bills have been substantially modified. S.
2037 hasreplaced S. 1121. Asamended, S. 2037 and H.R. 2281 have passed the
Senate and House of Representatives, respectively, under the short title of the
“Digital Millennium Copyright Act of 1998.” The bills have many common
provisions, but also differ in significant respects.

The billsembody a consensus agreement by private sector interests concerning
online service provider copyright liability. Other amendments. declare that nothing
in the anti-circumvention provisions enlarges or diminishesthe existing doctrines of
vicarious or contributory infringement or affects existing defenses such asfair use;
clarify that el ectronics manufacturershave no obligation to design consumer products
to achieve protection against circumvention; expandtheexemptionof 17U.S.C. 112
relating to ephemeral copying by broadcasters to apply in digital contexts and to
override the anti-circumvention measures of the copyright owner under certain
conditions; expand the exemption of 17 U.S.C. 108 for libraries and archives to
preservation activities in digital formats; protect personal privacy interests on the
Internet; provideexceptionsfrom theanti-circumvention provisions(i) for computer
interoperability, (ii) for libraries and nonprofit educational institutions in making
purchasing decisions, and (iii) with respect to the right to control access by minors
to the Internet; except law enforcement and intelligence activities from the anti-
circumvention and CMI provisions; and direct the Copyright Office to study and
report on distance learning and on the liability of nonprofit educational institutions
and libraries when they provide online service to patrons.

H.R. 2281 includes additional amendments concerning the issues of
circumvention of technological measures, fair use, the first sale doctrine, and
encryption research. Moreover, H.R. 2281 adds two new forms of intellectual
property protection — 15 years of misappropriation-style protection for databases
that are not eligible for copyright and 10 years of design protection for designs of
boat hulls. These proposals were not considered part of the WIPO treaties
implementation issues until TitlesV and VI were added to the bill as passed by the
House.

It appears that compromises have been reached on formerly contentiousissues
such as OSP liability, the anti-circumvention provisions, and severa issues of
concern to libraries and educational institutions. Except for the inclusion in H.R.
2281 of TitleV (“Collections of Information Antipiracy Act”) and Title VI (“Vessel
Hull Design Protection Act”), it seemslikely that both copyright users and copyright
owners are in general agreement on enactment of WIPO treaties implementing
legislation.



