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1 “When the lights went out at Napster, where did everybody go?

2 MusicCiry. ™

3 — Advertiserent on MusicCity.com Web site, shottly after Napster

4 expetienced an outage of its servers in 2001.!

5 “Beatles, Led Zeppelin, Michael Jackson, Bee Gees. There were several

6 others. "

7 -- Michael Weiss, MusicCity’s former President and CEO, listing

8 natnes of performers of some of the approxithately one hundred copyrighted

9 recordings he downloaded (copied) using the Morpheus systett.”
10 With more than 600,000 people sitmultaneously accessing its Morpheus
11 | system it order to copy, tite and tittie again, from among the mote than 70 million
12 | tnusic, video, and other works that ate available at any one time, MusicCity is otte
13 | of the most massive infringers of copyright in history. Declatation of Thomas G.
14 | Hentoff (“Hentoff Dec.™), Ex. 25. As recently tioted in the press, Morpheus “has
15 | surpassed even the infamous Napster in the number of copytighted tunes being
16 | illegally swapped online today.” Defendant MusicCity’s motion is fatally infirm
17 | and should be denied for multiple independent reasons, tiot the least of which is the
18 | services® close identity to the system previously offered by Napster.
19 Like the “infamous” Napster before the Ninth Circuit affirmed the injunction
20 | against it on all liability issues, see A&M Recotds, Inc. v. Napster, Inc., 239 F.3d
21 | 1004 (9th Cir. 2001), MusicCity’s Morpheus permits millions of registered usets, to
22 | take advantage of a digital sthorgasbotd of music files being illegally distributed by
23 | fellow registered users, enabling quick and easy copying of an immense selection of
411 Deposition of Michael Weiss (“Weiss Dep.”) 134 (Declaration of Geotge M. Borkowski
25 S“Bogkowski Dec."), Ex. 16). .
s} ° gﬁ ﬁcg:g;::};ézg%g%:;kgitiﬁgl?%gé;—g{s atch, Dec. 30, 2001, at D8.

D O vy efeme to hevein ot -MuheCity ). Consumet
27 s
8 | B et rtin sedia o o 1 MusicClty s moon. Phaifes’
opposition to those motions is being filed separately.
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1 | songs by major recording artists and composers, all without the permission of the

2 § copytight ownets. Declaration of Frank Creighton (“Ctreightonh Dec.”) ¥ 7-6.

3 | Motpheus poes beyond Napster by permitting the distribution and copying of

4 { unauthorized video and other files as well, thus bringing to millions of home

5 | computers what previously had only been slipped under the table in back rooras —

6 | bootleg copies of first-run motion pictures that are still in theatrical release, such as

7 | Black Hawk Down and Monsters, Inc, See Declaration of Hemanshu Nigam

8 | (“Nigam Dec.”) Y 5, 8-9, Ex. 12-14.

9 Everyone who even briefly uses MusicCity’s service realizes that, like
10 | Napster, it attracts and keeps its millions of registeted users — for one reason: it
11 | provides vast selections of unauthotized copies of music and motion pictures that
12 | are available for free.
13 MusicCity’s motion for partial summary judgment on the issue of liability for
14 | contributory copyright infringement should be denied for many separate and
15 | independently sufficient reasons.
16 First, by seeking only a contributory-infringement ruling regarding only one
17 | aspect of its conduct, the free distribution of its Morpheus softwate, while seeking
18 { to ignore all other aspects of its conduct, including its contitual and persistent
19 | contacts with its registered users, MusicCity asks this Court to decide a
20 { hypothetical —and itrelevant -- question that cantiot form the basis for sumtmary
21 ] distiissal.
22 Second, MusicCity’s attetnpt to seek protection in the Supteme Court’s
23 | holding in Sony Corp. of America v. Universal City Studios, Inc., 464 U.S. 417,
94 | 104 S. Ct. 774, 78 L. Ed. 2d 574 (1984) (“Sony-Betamax™), tegarding the liabitity
25 | of a manufacturer of a “staple article of commerce” fails for numerous reasons.
26 | These failures include: (1) defendarits, having actual knowledge of infringements,
27 | cantiot claim protection under Sony-Betamax; (2) Sony-Betamax applies to
28

2
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1 | manufactuters of a “staple article of commerce,” tiot to providers ot a live systetn
2 | with support services; (3) the doctrine does not protect unauthorized, widespread
3 | distribution of infringing works; (4) the doctrine does tiot apply where the
4 | defendant has specifically designed its product for infringing use; and (5) the
5 | doctritie does not apply where the infringing activity can be prevented while
6 | permitting alleged noninfringing uses to continue. Futther, even if the doctrine did
7 1 apply, MusicCity has utterly failed to establish (let alone as a matter of undisputed
g8 { fact) the commercially significant noninfringing uses required fot protection under
9 { Sony-Betamax. Indeed, as set forth herein, vittually none of the public domain and
10 | other supposedly noninfringing wotks that MusicCity touts in its declarations
11 | suppotting its tmotion is available on the MusicCity system. Not cant MusicCity
12 { escape this Circuit’s controlling precedent, as set forth ifi Napster and Fonovisa,
13 | Inc. v. Cherry Auction, Inc., 76 F.3d 259 (9th Cir. 1996), that knowingly providing
14 | the site and facilities for copyright infringement and failing to lift a finger to stop it
15 | constitutes contributory copyright itifringetent.
16 Third, MusicCity’s motion in aty event tests oh purportedly
17 | “uncontroverted” facts — such as that “MusicCity cannot prevent or control uses of
18 | the Morpheus software program by the petieral public” (MusicCity's Statetnent of
19 | Uncontroverted Fact § 16) — that are the subject of discovery requests that plaintiffs
20 | recently served at the first opportunity and that MusicCity has yet to answer.
21 | Plaintiffs have a right to test these supposedly uncontroverted facts through
72 | discovery. If for no other reason, the motion should be denied pursuant to Fed. R.
23
24 | 4 parroting an argument made unsuccessfully by Napster (and using one of Napster’s
deciaraﬂts%, MusicCity attacks a straw tian when accusing plaintiffs of opposing peer-to-
25 § peet “techpolo%y.i” _emal lAs Musicgity’s ésxn 1_tlif':ﬂ«;.lar.'smt, Sean Marets of It CmaMedia
26 | B e e Do o and o
fo maintain control over the works they authored ot control . . . . It is our expetience that
27 { these comparnies are not anti-technology.” Mayets Dec. § 7 (emphasis added). No one is
agaitist peer-to-peer technology. What plaintiffs seek relief from is the use of that
28 { technology by a setvice to knowingly facilita;e massive copyright infringetnent.
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1 1 Civ. P. 56(f).
2 One coutt has already seen through the argument of one of the defendants in
3 | this case that it has no knowledge, ho cottrol, and thetrefore no respotisibility for its
4 | actions. On November 29, 2001, acting on a lawsuit by a music publishers’
5 | licensing organization, a Dutch court ordered KaZaA, a Dutch company, to stop
6 | infringing plaintiffs® copyrights via its systetn, explaining in part: “The fact that the
7 | eventual provision of music files from one uset to another runs via a peer-to-peet
8 | network and not actually via KaZaA's website makes no difference” with regard to
9 | KaZaA's liability. “This mannet of electronhic provision is but a part of the system
10 | designed by KaZaA, which system can be regarded as a technical unity and is
11 | designed” so that in order to obtais access to unlawfully available files, one must
12 | “use{] this system designed by KaZaA.” Declaration of Otto Volgenant, Ex. 30
13 | (attaching KaZaA B.V./ Buma-Stemra, Dist. Ct., Amsterdam, Nov. 29, 2001;
14 | KaZsA B.V./ Buma-Stemra, Dist. Ct., Amsterdam, Jan. 31, 2002 (Ex. 31y
15 MUSICCITY’S SYSTEM
16 MusicCity’s motion relies on its claim that it does not know why millions of
17 | people use its service every day, and that even if it did know, it is helpless to
18 | prevent its users® infringement. This wholly implausible argument is contradicted
19 [ by the evidence already available. While discussing its selective version of the
20 | history of copytight law, MusicCity ignotes its own history — as a knowing
21 | copyright infringer even in the months before the launch of its current service. In
22 | early 2001, after the district court had enjoined Napster, MusicCity offered a file-
23 | copying and distribution service exactly like Napster. Creighton Dec. 4 22-24.
24 | Napster rose to prominence offering a wildly populat system petmitting usess to
25 | perform simple word searches whereby they could easily find copyrighted musical
26
27 | ° KaZaA appears to have responded to the decision by selling certain assets to an entity
called Sharman Networks, which now purports to offet the IgaZaA systetn and service
28 | from Australia, .
MEMO OF POINTS & AUTHORITLIES IN OPP. TO MOT. FOR PARTIAL SUM. JUDG. OF DEFENDANTS

vog-4  ¥eEO/600°d  25&-l LOVAnEyE| 2+ 2/1Y7 dT7583AN ¥ ANIATIN, Q-wod ge:gl  Z002-51-984



1 | wotks on the hard drives of other users and, with a sitmple click, downioad the

2 | wotks to their own computer. Napster, 239 F.3d at 1012. In affirming the

3 | preliminary injunction against Napster, the Ninth Circuit held that engaging in this

4 | conduct while turning a blind eye to the infringing activity (and at the same time

5 | benefiting from the user base attracted to the infringement), exposed Napster to

6 | liability for contributory and vicatious copyright infringement. See id. at 1020-22.

7 Notwithstanding the Napster opinions, MusicCity began to operate a so-

& | called “Open Nap” network — providing servers that enabled usets to duplicate

9 | precisely the Napster expetience. MusicCity even advertised itself as a Napstet
10 | alternative. Weiss Dep. 74 (Borkowski Dec., Ex. 16); Creighton Dec. § 23. Afier
11 | the Ninth Circuit issued its decision ot February 12, 2001 —~ holding that judicial
12 | action to prevent this sort of “participation in copyright infringement is not only
13 | warranted but required,” 239 F.3d at 1027 — MusicCity brazenly contittued to
14 | provide the very same system held to be unlawful in Napster. Id. MusicCity did so
15 | even after the Recording Industty Association of America, Inc. (“RIAA™), on
16 | behalf of its member companies, many of whom are plaintiffs in this case, notified
17 | MusicCity of specific copytighted wotks that were available on and tmust be
18 { removed from the system. Creighton Dec. 9 24.
19 In April 2001, after receiving these notices from the RIAA, MusicCity found
20 { a way to continue to provide its users with the easy ability to infringe copytights,
21 { without using the Napster interface. MusicCity licenised fromi defendant KaZaA a
22 | new Napstet-like system. Kazaa Counterclaim § 109. KaZaA developed a system
23 { called the FastTrack network and offered licenses to the other defendants, enabling
24 | them to display theit own unique interface to the user, while sharing the same user
25 | group. MusicCity, KaZaA itself, and defendant Grokster all joined together to
26 | provide KaZaA's file-copying and distribution system and share the same network
27 { ofusets. Mem. 3 n.3. MusicCity called its system “Motrpheus.”
28

5
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1 As with Napster, to begin using the Morpheus systetn, a uset must first

2 | download a software program, which MusicCity provides for free. Before the

3 | program will launch for the first time, a user must agree to MusicCity’s “tertus of

4 | service,” by clicking to indicate acceptance of a 20-paragraph end user license

5 | agreement. Id. 48, Ex. 1. After the user has accepted the agreement and registered

6 | on the system, Morpheus automatically creates 4 “share directory™ to be used fot

7 | making files available for distribution for other users, and shows the user how to

8 | select which other folders can be used for distribution to others. 1d. 9 10-14.

9 As with Napster, a simple interface makes it easy to search for, find, and
10 | make unanthorized copies of works. One tieed only type in 2 word search (such as
11 | the natne of a song or recording artist, or the name of a motion pictute), and
12 { Morpheus itrmediately displays an index of files from other users’ hard drives that
13 | satisfy the search criteria. With a click of a button, the user begins to download a
14 | file. Morpheus searches out other, identical copies of the file to speed the
15 | dowtload and all the while monitors the progress of the dowttload until cottiplete.
16 | 1d. 44 12-14. Thus, whether using Napstet ot Morpheus, a uset tieed merely seatch,
17 | for example, for his favorite Beatles or Michael Jackson song, as did MusicCity’s
18 | then-CEQ Weiss, and within seconds have his own copy of the song fot free (and
19 | may effortlessly repeat the process hundreds of times). That unlawful copy is then
20 | immediately available for distribution to other Morpheus users (and then to others,
21 | and so on).
22 To speed the copying and distributiot process, the Morpheus ptogram is able
23 | to identify exact copies of a file being downloaded, so that an interrupted download
24 | may be resumed at the same point even if the original uploading useris no longer
25 | available, and is able to locate nutnerous identical copies of the same file, to enable
26 § expedited downloading of one file from several sources at the satue tirie. lﬂ.. 114,
27 | And to shield users from the consequences of their infringing activity, the system
28

6
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1 { allows users to copy and distribute files anottythously and ericrypts cettain user

2 | comtnunications to make themn harder to detect. Id. % 16.

3 ‘The one difference between the two systems on which MusicCity seeks to

4 § stake its defense is that Napster’s indexes displaying file names are generated by

5 | Napstet’s central servers, whereas MusicCity’s indexing function is transferred to

6 | an ever-changing set of usets' owh computers. Each of these so-called

7 { “supernodes,” all designated by the Morpheus system, indexes the cotitenits of a

8 | group of computers contiected to it, and then connects to other supernodes, so that

9 | an index made up of all the computers conhected to a set of supernodes is displayed
10 | for the searching user. Creighton Dec. 4 12. This shift, done for the sole purpose
i1 | of attempting to avoid liability, does not in fact change MusicCity’s khowledge ot
12 | ability to prevent infringement such that MusieCity may avoid liability.
13 Although MusicCity seeks to portray itself as a mere purveyor of a Morpheus
14 | “software product,” with tto continued involvement in the infringements of its
15 | usets, this attempt is flatly contradicted by the evidence already available at this
16 { eatly stage of the proceeding. MusicCity's continuing relationship with its
17 | infringing users, as well as its control of the systetn are dethonstrated by the
18 | following facts, among others:
19 MusicCity regularly updates the softwate it has distributed to its usets.
20 | Creighton Dec. § 17. In late 2001, when a group of hobbyists succeeded in
21 | ctacking defendants® encryption and gaining unauthorized access to the FastTrack
22 | system (meaning that users could make FastTrack an “open” system for which
23 | defendants could not be the patekeepets), defendants immediately distributed across
24 | their network a “patch” that apparently updated the encryption and kept hackers oft
25 { the system. 1d. 9§ 17.
26 . MusicCity’s setvets continually send protrotional and other messages
27 | to users, which are displayed in the Motpheus program. Thus, MusicCity can at
28

4
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1 | any time “broadcast messages™ to usets regarding news they may need to know to

2 | enhance their use of the service. Met. 5. For example, MusicCity is currently

3 § notifying its users that claims of a “secutity hole” in Motpheus are unttue, and that

4 | they canh continue using the software without feat that othets will “hack” into their

5 | computers. Hentoff Dec., Ex. 25.

6 . MusicCity's setvers continually send advertisernents to users who are

7 | logged ont to the Morpheus systet and service. Mem. 5-6. The more MusicCity

8 | can succeed in attracting usets to Morpheus, and keeping them on the service, the

9 | mote advertising revenue it can penerate for itself and its investors.
10 o Although MusicCity ow chooses to call Morpheus a “product” in an
11 | attempt to fit under the Sony-Betamax doctritie, its end user license agreement tells
12 | its repistered users the opposite — that Morpheus is an ongoing, interactive service
13 | that MusicCity can terminate at any tithe. See, e.g., Creighton Dec., Ex. 1,4 8 ("we
14 | reserve the right to permanently ban you and your computers from accessing
15 § MusicCity Networks and other MusicCity Networks setvices™). The continuing
16 | involvement between MusicCity and users is further evidenced by the fact that by
17 | accepting the end user licetise agreement, usets participate in an ongoing
18 | contractual relationship with MusicCity. See id. ¥ 14 (“users agree to
19 | indemnify . . . MusicCity Networks” for any claim “arisitig out of content you
20 | submit, post to of transmit through the Setvice™).
21 * Every time a uset begins 4 new session on Morpheus, his cottiputer
22 | sends his username and password to MusicCity’s servers for vetification of identity.
23} Id. Dec. 9§ 17.
24 e  MusicCity has in the past ditectly operated servers that helped usets
25 | find supernodes. MusicCity 1/25/02 Response to Interrogatories, No. 21 (Hentoff
26 | Dec. 9 26).
27 e Although MusicCity has exercised control over the systern to protect
28
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1 | its gwn rights, it has done nothing to respect the rights of plaintiffs. Indeed, the

2 | RIAA on behalf of the record compatty plaintiffs, and the Motion Picture

3 | Association of Ametica (“MPAA™) on behalf of the motion picture studio plaintiffs,

4 | sent MusicCity a series of letters and reports detailing over 20 million instances of

5 | infringements of copytighted wotks occurring on the system. Creighton Dec. 9 31;

6 | Nigam Dec. § 6-9.

7 s  MusicCity has provided chat rooms and bulletin boards — which

8 | Motpheus users can reach with a single click. On these chat rooms and bulletin

9 | boards usets explicitly seek and obtain assistance it using the system to infringe
10 | copyrights. See, e.p., Hentoff Dec. § 4, Ex. 27 (discussihg how to play the movie
11 | Shrek) (posting by Borgdrone 1 of 2, Dec. 31, 2001); Declaration of Nancy K.
12 | Schafer 99, Ex. 23 (“So far I have Pulp Fiction. 1had gladiator, but the quality was
13 § bad.™). MusicCity employees have monitored the bulletin boards, Weiss Dep. 332
14 | (Borkowski Dec., Ex. 16), and provided technical support to usets, Hentoff Dec.,
15 | Ex. 27. Remarkably, although MusicCity has let stand posts about itifringing the
16 | copytighted works of others, it has actually edited other posts to obscure references
17 | to MusicCity’s business competitors. Seg, e.g., Hentoff Dec., Ex. 27 {posting by
18 | Jay_Doggl87) (IS THERE ANY WAY TO FIX IT!!! or do I have to continue
10 | using s s and iMesh more than this?™); id. (posting by Mog) (1 have to
20 | agree, having used Napster it the past, and more tecently BearShare and ##H#4, 1
21 | find Morpheus the fastest yet”). Thus, onice again, MusicCity has chosen to
22 | exercise control over its system only to protect its own interests, while feigning
23 | ignorance about the violation of the rights of plaintiff copyright owtets.
24 ) ARGUMENT
25 To prevail on summary judgtnent, a defendant must detnonstrate “that there
26 | is no genuine issue as to any material fact and that the thoving party is enititled to a
27 § judgment as a matter of law.” Fed. R. Civ. P. 56(c). When, as here, a defendant
28
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seeks summary judgmetit in connection with an affirmative defense, as to which it
bears the burden of proof, see A&M Records, Inc. v. Napster, Inc., 114 F. Supp. 2d
896, 912 (N.D. Cal. 2000) (“substantial noninfringing use” is affirmative defenée),
aff'd in part, 239 F.3d 1004 (9th Cir. 2001), its “showing must be sufficient for the
court 1o hold that no teasonable trier of fact could find other than fot the moving
party.” Camnegic Mellon Univ, v. Hoffnann-La Roche, Inc., 148 F. Supp. 2d 1004,
1009 (N.D. Cal. 2001). For many separate and independently sufficient reasons,
MusicCity cantiot begin to meet its burden. Its motion must be denied.

L. %@EBGE %;'S %%5&%& EEOULD BE DENIED BECAUSE IT IS

In calling its motion for summary judgment “partial,” MusicCity is guilty of
significant understaternent. Its motion relies on only a “pattial” set of facts about
its conduct and thus seeks to eliminate one “part™ of one element of a single claim.
This is precisely the sott of “piecemeal” summary judgtnent totion that coutts
reject as disserving the Federal Rules® policy in favor of speedy and efficient
litigation. At this beginning stage of the litigation, MusicCity is iraproperly asking
this Court to rule on a hypothetical set of fucts — what would its liability be oh the
issue of contributory infringementt (but not on plaintiffs” vicatious infringement
claim) if its only conduct were the disttibution of the Morpheus software for
download? For this reason alone, the motion should be denied.

MusicCity’s cutrent challenge to the complaint could hardly be narrower.
Plaintiffs have brought claitas fot vicarious copytight infringemetit and
conttibutoty copyright infringement. Compl. § 55. MusicCity does not dispute that
its tisers — those who are petsonally distributing and copying the billions of files
containing copies of plaintiffs® copyrighted works — are “ditect infring[ers].”
Napster, 239 F.3d at 1013 n.2; id. at 1014 (“users who upload file names to the
search index for others to copy violate plaintiffs® distribution tights” and “users

10
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1 | who download files containing copytighted music violate plaintiffs’ reproduction
2 | rights™). Nor does MusicCity challenge plaintiffs’ claims of vicarious liability,
3 § which require proof that “a defendant has the right and ébility to supervise the
4 | infringing activity and also has a direct financial interest in such activities.” Id. at
5 1 1022 (quotation omitted).
6 MusicCity challenges, only inn patt, plaintiffs’ contributory liability claims.
7 | A contributory inftinger is “one who, with knowledge of the infringing activity,
8 | induces, causes or matetially contributes to the infringing conduct of another.” 1d.
9 | at 1019 (quotation omitted). MusicCity does not contest here the “contribution”
10 } element of contributory infringement. Instead, it challenges otily the “ktiowledge”
11 | eletnent, and then only argues about how a discreet set of facts should be judped
12 | under that element, contending that under the Sony-Betatmax doctritie it cannot be
13 | held liable for copyright infringetent merely for distributing the Motpheus
14 | software. Mem. 2-3.
i5 The procedural deficiency with this argument is inmediately apparent.
16 | Plaintiffs’ claim of contributory infritigement is based on sighificant conduct by
17 | MusicCity in addition to its distribution of the Morpheus software, just a few
18 | examples of which are set forth, supra, at pp. 7-9. In determining whether a
19 | defendant may be contributorily liable for “knowingly” facilitating copyright
20 | infritigetnent, a court looks at the totality of defendant’s conduct in connection with
21 | the infringing activity, not whatever subset of facts the defendant would like to
22 | select. See, e.p., Fonovisa, 76 F.3d at 264. Litigating issues in such “piecemeal
23 | fashion” is improper because it “would waste judicial resources in almost every
24 | case.” Capitol Records, Inc. v. Progress Record Distrib., Inc., 106 F.R.D. 25, 29
25 | (N.D. 111. 1985); accord In re U.S. Grant Hotel Assoc. Ltd. Sec. Litig., 1990 WL
26 | 260536, *2 (5.D. Cal. 1990). MusicCity’s motion should be denied.
27
28
11
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The sole basis for MusicCity’s motion for partial sumthaty judgment is that

its conduct is itmunized as a matter of law by Sony-Betamax because MusicCity

purportedly does nothing more than distribute a “software product” that is capable

of “substantial, noninfringing use.” Mem. 3. Even if the motion were procedurally

propet, it should be rejected for tumerous reasons.

Under controlling Ninth Circuit precedent, those who ktiowingly provide the
site and facilities for copyright infringement are conttibutorily liable for their users’
direct infringement. Sony-Betamax does tiot change that result, for a number of
reasons, including: (1) Defendants with actual knowledge of demonstrated
infringing uses of their system are not protected by the Sony-Betamax doctrine; (2)
Sony-Betamax applies only to the manufacturers of a “‘staple article of commerce,”

such as a video tecordet, and not to the operators of an integrated systetn that has an
ongoing telationship with its infringing users; (3) Sony-Betatnax does not provide a
defense to the violation of a plaintiff’s distribution rights; (4) Sony-Betamax does
not protect a defendant who specifically designed a product in order to assist
infringement; (5) Sonty-Betamax does not apply when a defendant cah prevent
infringement without removing its product from the matket; and (6) MusicCity has
failed to, and cannot, establish that its system is capable of commercially sighificant
noninfringing uses. MusicCity has not established, nor could it establish that
matetial facts relating to these issues not only suppott defendant but are undisputed.

A.  The Sony-Betamax Case.
Sony-Betamax reaffirtned that the law of copytight recognizes claitms for

conttibutory copyright infringement. The dispute in the litigation arose between the
manufacturer of the Betamax hotrie video tape recorders (“VTR”) and copyright
owners of television programs who atleged that VIR consumers recorded

copyrighted works. The plaintiffs it Sony-Betamax, with the benefit of a fully
12
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developed trial record, failed to show that the defendant had direct knowledge of
infringing activity. 464 U.5. at 437. The Court considered the very natrow issue of]
whether the manufacturer of the VTR, which had no contact with custonters after
the point of sale, could be held to have “constructive knowledge,” that its custotriers
used the equipment to make unauthorized copies of copyrighted material solely
because it supplied the means that could be used for such activity. In finding in
favor of Sony, the Court found that the “staple atticle of commerce” doctrine, does
not constitute contributory copytight infringetnent, applied in those instances in
which “{t]he only cotitact between {the seller and buyer] occurred at the moment of
sale,” 464 U.S. at 438, and where none “of the copies . . . were influenced or
encoutraged by the [the seller’s] advettisements,” id. (quotation othitted). By
conitrast, the Court found the itnposition of liability “manifestly just,” where the
cottributory infringer was “in a position to cotitrol the use of the copyrighted works
by others and had authotized the use without permission from the copyright
ownets.” Id. at 437 (emphasis added).

th applyitig the limited “staple article of cotmerce” doctrine from patent
law, the Sony-Betamax Court held that the “question is . . . whether [the product] is
capable of commercially significant noninfringing uses.” 1d. at 442. MusicCity’s
failure to address whether the noninfringing uses it identifies are “conmercially
sighificant,” and its failure to offet ahy evidence of such uses is yet another basis

for denying its motion.

B. usicCity’s Knowledge of Infringetent on Its System Disqualifies It
tom Protection of Sony-Beramax,

The Napster decision provides no support for MusicCity because the Ninth

¢ If MusicCity’s system and service could be a “staple article of commerce,” then so could
a swap meet (and nutherous services held to be conttibutory ittfrigers), which may
rovide vatious products and services that are capable of “substantial noninftinging uses.”
ndeed, the swap meet in Fonovisa, 76 F.3d 259, had these charactetistics, but no court
seriously would have entettaitied the argumgln?f that it was 2 “staple article of commerce.™
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1 | Citcuit cleatly set forth the circumstances in which the operator of a computer

2 | system may tiot invoke the Sony-Betamax doctrine and will be held liable for

3 | contributoty infringethent. '

4 The court of appeals int Napster held that because the defendant had actual

5 | knowledge of infringement by its users, the Sony-Betamax doctrite did not apply to

6 | shield it from liability for contributory copyright infringetnent. Napster, 239 F.3d

7 | at 1020-21 (“if a computer system opetator learns of specific infringing tnaterial

8 | available on his system and fails to purge such tnatetial from the system, the

9 | opetator knows of and contributes to direct infringement;” liability may also be
10 | imposed when a defendant that materially contributes to copyright infringement has
11 { constructive knowledge of infringing activity); see also Costar Group, Inc. v,
12 § Loopnet, Inc., 164 F. Supp. 2d 688, 697 (D. Md. 2001) (construing Napster as
13 | “distinguishing Sony on the basis of Napster’s “actual, specific knowledge’ of
14 § direct infringement™).
15 Similarly, in Fonovisa, the Ninth Circuit found that operators of a swap mect,
16 { where third-party vendors sold countetfeit recordings that infringed on the
17 { plaintiffs copyrights, could be held liable for contributory copyright infringement.
18 | 76 F.3d at 260. The Court found that the swap meet opetators “wetre awate that
19 | vendors in their swap meet were selling countetfeit recordings in violation of
20 | Fonovisa’s trademarks and copyrights.” 1d. at 261. To establish this knowledge,
21 { the plaintiffs alleged that (1) a Sheriff’s department had raided the Chetry Auction
22 { swap meet and seized 38,000 counterfeit recordings; (2) the Shetiff sent a letter
23 | notifying Cherry Auction of the on-going sales of inftinging matetials; and (3)
24 | Fonovisa sent an investigator to the Cherry Auction site and observed sales of
25 | countetfeit tecordings. Id. The Ninth Circuit found that on these facts, “[t]here is
26 | no question that plaintiff adequately alleged the element of knowledge,” id. at 264,
27 | and moved ditectly to consider the question of contribution. On this, the Coutt had
28

14
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“Jittle difficulty” finding that the allegations in the complaint were sufficient, for “it
would be difficult for the infringing activity to take place in the massive quantities
alleged without the support services provided by the swap meet.” Id.

MusicCity ignores Ninth Circuit precedent when it argues that it carnnot be
liable because it “has no particular knowledge, at the time it delivers its product,
that the product will be used by a specific consumer for infringing or noninfringing
uses.” Mem. 2 (emphasis added). The evidetice considered in this Circuit to be
dispositive on the knowledge issue aiready exists here to defeat summary judgment,
and will further be developed through discovery. The very first piece of evidence
that the Napster court cited to demonstrate Napstet's culpable actual knowledge
was a statetnent by a Napster executive about the general conduct of its users, a
staternent which did not even remotely mention a specific user of a specific file.
239 F.3d at 1020 & n.5.

Statements by MusicCity executives on the public record demonstrate that
they, like Napstet’s executives, acknowledge the obvious — their millions of users
use the system to infringe plaintiffs® copyrights. See, e.g., B. Grow, Cari Motpheus
Prevail Where Napster Failed?, Business Week Onlitte, Nov. 15, 2001 (Hentoff
Dec., Ex. 28) (Chairman and CEO Steven Griffin: “I’'m like William Wallace.
We've got 32.1111‘11im1 people standing behind us. Instead of sticks and rocks, we’ve
got CD burners and PCs™).

MusicCity derives further actual knowledge from postings on its own bulletin
boards, where users freely talk about the copyright infringement they are
committing using Morpheus. See Hentoff Dec., Ex. 27 (postings admitting that
MusicCity monitots bulletin boards); Ex. 29 (“I download movies ot t.v. shows all
the timme. . . [m]ost of the movies I download are barely in the theaters and definitely
not in the rental places™) (posting by 169rmumim, Jan. 10, 2002) (emphasis added).”

7 MusicCity asserts that “[p]laintiffs have not challenged the chat and discussion board
services of MusicCity,” Mem. 6 n4. This 151 ?Ot so. Paragraph 47 of the complaint quite
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These boards are monitored by MusicCity, and former MusicCity President Weiss
admitted that he himself had tesponded to queries on the boards. Weiss Dep. —
329-332 (Borkowski Dec., Ex. 16). '

Napster and Fonovisa both also held that notices to defendants of
infringements provided further actual knowledge of infringement. See Napster, 239
F.3d at 2020 n.5 (RIAA “informed Napstet of mote than 12,000 infiinging files,
some of which are still available™); Fonovisa, 76 F.3d, at 261 (“[T]he Sheriff sent a
letter notifying Chetty Auction of the on-going sales of infringing materials™).
Here, the plaintiffs have given teams of just such notices to MusicCity — for
example, in otie notice, the RIAA identified more than 3.5 million infringing files
available on Morpheus, Creighton Dec. 4 31, Ex. 7, and the MPAA pave notice of
hundreds of motion pictures that were found via a mere sampling of the system,
tnany blatantly illegal bootlegs of cutrent theatrical releases, Nigam Dec. T 6-9 and
MusicCity, like the defendants in the other cases, has failed to do anything about

them.
Similarly, the evidence of constructive ktiowledge of infringement on which

the Napster court relied is present here, and must therefore defeat summary
judgment for MusicCity. The Ninth Circuit affitmed that Napster had constructive
knowledge based on “{a) Napster executives have recording industry experience;
(b) they have enforced intellectual property rights in other instances; [and] (c)
Napster executives have downloaded copyrighted songs from the systetn.” Napster,
239 F.3d at 1020 n.5. Here, similar evidence exists of constructive knowledge. By
way of example only (since plaintiffs have had almost no discovety yet),
MusicCity’s formet CEO testified that he sought licenses froth two tecord

clearly alleges that these services are fgﬁﬂ of the integrated system MusicCity offer to
encourage and facilitate piracy: “Defendauts provide their users with facilities, such as
online chat rooms and message boatds, in which their users — with Defendants’ full
ktiowledge — regulatly make cleat that the primaty tse of Defendants’ system is the
unlawful distribution and reproduction of co¥gng ted wotks.” Compl. 4 47.
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cottpatties before abandoning his efforts. He also testified that he had extensive
experience with video rental industries, and that he had secured ot sought to secure
copyright licetises ift other instances. Weiss Dep. 32-34, 39-42, 49-50 (Borkowski
Dec., Ex. 16). MusicCity has protected its intellectual propetty rights, as evideticed
by the notices in its end user license agreemerit warning against unlawful copying
of its own intellectual property. See Creightout Dec., Ex. 1. And, like the Napster
executives, former MusicCity CEO Weiss downloaded approximatety 100
copyrighted songs via Morpheus. Weiss Dep. 218-219-229-231 (Borkowski Dec.,
Ex. 16).

MusicCity thus has both actua) and constructive notice aplenty of the fact
that its systems are being continuously used to infringe plaintiffs’ copyrighted
works. Its putported ignorance of the massive direct infringement of plaintiffs’
works on its systems calls to mind Casablanca’s amiable Captain Louis Renault,
who, upon visiting Rick’s Café Americain, declares himself to be “shocked,
shocked to find that sambling is going on here.”®

MusicCity’s assertion that it is powetless to stop intfriigement on its setvice
that it knows about, Mem. 6-7, is refitted by its own Tetths of Service. See
Creighton Dec., Ex. 1, § 7 (“Your license to use MusicCity Systems service and
Motpheus Client software is subject to the condition that you shall not infringe the
intellectual property rights of others in any way. MusicCity Systems shall have the
right to terminate the account of any MusicCity Systems users who repeat copytight]
infringements™). Futther, the facts alteady developed dethonstrate that MusicCity
cati prevent infringement on its system. When the encryption on the FastTrack
system was hacked by hobbyists who wanted “open” access to the system without
connecting to defendants® advertising servers, KaZaA, swiftly distributed a patch

® The croupier then replies, “Your winnings, sit.” Casablanca (1942) (Wamet Brothets).
(Plaintiffs were able easily to download a copy of Casablanca using the FastTrack system,
see Creighton Dec. § 38).

17
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1 | for users, so that defendants could continue to profit from the system. See
2 | Creighton Dec. 4 17. MusicCity suppressed on its bulletin boards referenices to
3 | commercial competitors but chose to permit statements encouraging copyright
4 | infringement. See Hentoff Dec., Exs. 27, 29. Why does MusicCity putpott to have
5 | the ability to take aggressive action against child pornographty, but not copyright
6 | infringement?® If Motpheus cannot distinguish, or be made to distinguish, between
7 | infringing and authorized files, how does the service manage to locate multiple
8 | exact copies of obviously infringitig files — such as recent theatrical releases like
9 | Black Hawk Down ~ so that usets can infringe these works at an expedited pace?
10 | See Creighton Dec. ¥ 31; Nigam Dec., Ex. 8.l
11 The evidetice of MusicCity’s knowledge of massive infringetnent on its
12 | system, and of MusicCity’s refusal to take available steps to coutiter it, alone
13 § requires the denial of this motion.
14
5 C.  The Sony-Betamax Doctrite Does Not Apply to
16 MusicCity’s Conduct.
- Although, as discussed above, MusicCity's knowledge of infringement
8 disqualifies it from protection under Sony-Betamax, there ate a nutbet of
9 additional reasons why MusicCity’s attempts to come within the ambit of the Sony-
20 Betamax decisioh fail completely.
” The issue in Sony-Betamax was whether liability could be imposed on the
22 5
Paragraph 6 of the MusicCity Legal Notice and Terms of Service states that “We do ot
23 | tolerate child omcégraphy on the umcC%Isys‘tem" and urges usets to teport any such
instances to MusicCity ditectly at abuse@MudsicCity.com. Creighton Dec., Ex. 1.
24 | ' MusicCity’s assertions that the Morpheus service “would still function™ even withott
the involvement of MusicCity’s setves to transmit advertisements and verify usernames,
25 | Mem. 7, is both untested and beside the point. These, among thany othet aspects of
MusicCity’s continuous interaction with its infringing usets, are part of its‘on%_oin_g efforts
26 | to tnake its site and facilities tore atttactive to infringets, and tmore luctative Yot it. 1f the
swap meet operator in Fonovisa prevented sales of countetfeit records, the infringing
27 | vendors might very well meet across the street the next weekend, and the defendant could
not _sto;i them. But thete is 1o suggestion that that could in any way absolve the defenidant
28 } of liability.
18
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1 | manufacturer of a staple article of commerce by attributing constructive knowledge
2 ! to the defendant merely because of the nature of the product. The Sony-Betamax
3§ plaintiffs could not show that the defendant had direct or constructive knowledge of -
4 { infringing activity. 464 U.S. at 437. As demonstrated above, the Ninth Circuit has
s § held that 2 defendant computer system operator’s actual knowledge (as well as
6 | constructive knowledge from a variety of sources) of infringement renders Sony-
7 § Betamax inapplicable.
8 First, Sony-Betamax applies to a “staple article of commerce,” a “thing” not
9 | a“service,” 464 U.S. at 442. MusicCity claims that its “product is exactly the kind
10 | of technology protected under the Sony-Betamax and Napster decisions.” Mem. 2.
11 | However, as MusicCity’s own end user license agteemient states, defendant is not
12 | simply selling a product (“an atticle of connerce™) like the VIR tnachine; the
13 | defendant provides an integrated, ongoing system that inciude services, promotes,
14 { facilitates, and contributes to infringement. In Sony-Betatnax, the Supreme Court
15 | described as “manifestly just” imposing liability it cases, such as the otie at bar,
16 | “involving an ongoing relationship between the direct infringer and the conttibutoty
17 § infringer at the time the infringing conduct occurred,” 464 U.S. at 437. Ata
18 | minimum, the nature and extent of MusicCity’s ongoing contacts with its infringing
19 | users is not an undisputed fact favoring MusicCity and thus cantiot support
20 | sutntnary judgment. '
21 Second, Sony-Betamax does not protect unauthorized, widespread
22 [ distribution of infringing works, which is otie of at least two rights under copyright
23 | that MusicCity users are violating. See id. at 425 (“No issue coticerning the
24 { transfer of tapes to other persons . . . was raised.”); N.Y. Tites Co. v. Tasini, 533
25 | 1.8, 483, 121 S. Ct. 2381, 2393, 150 L. £d. 2d 500 (2001) (Sony-Betamax
26 | inapposite where defendant electronic publishers are “not merely selling
27 | ‘equipment’; they are selling copies of [plaintiffs’ copyrighted works]") (emphasis
28
19
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1 { added). The conduct held to be fair use in Sony-Betamax was of individuals who

2 | “time-shifted” television programs for their own use. 464 U.S. at 425. Hete,

3 | MusicCity makes each user a distributor of plaintiffs’ music and notion pictures for
4 | copying by inhumerable other usets.

5 Third, Sony-Betamax does tiot apply where the defendant, like the one here,
6 | specifically designed its systems for inftinging use. A&M Records, Inc. v. Gen.

7 § Audio Video Cassettes, Inc., 948 F. Supp. 1449, 1456 (C.D. Cal. 1996) (“[Sony-

8 | Betatmax’s] protection would not extenid to products specifically manufactured for
9 | counterfeiting activity, even if such products have substantial noninfringing uses”™)
10 | (emphasis added). In the one deposition that has occurred in this case so far, former

i1 | MusicCity CEO Michael Weiss admitted that one reason the company switched
12 | from its “Open Nap” service to Morpheus was to continue providing file-copying
13 | and disttibution services while attempting to avoid legal liability. Mr. Weiss
14 | indicated that one “major consideration” was to find a way to offer music without
15 | paying licensing fees. See, Botkowski Dec., Ex. 16 (Weiss Dep. 99, 291).
16 | Combined with MusicCity’s track record 4s 8 knowing infringer of copyrightsin
17 § the months before it launched Motpheus, and the absence of discovery to date, there
18 | is a substantial basis to dispute MusicCity’s claim that it did not design its system
19 | to infringe. '
20 Fourth, Sony-Betamax does ot apply where the infringing activity can be
21 | avoided while permitting alleged noninfringing uses to continue. See RCA Records
22 | v. All-Fast 8ys.. Inc., 594 F. Supp. 335, 339 (S.D.N.Y. 1984); cf Sony-Betamax,
23 | 464 U.S. at 440-41 & n.21 (finding of contributory infringement would be
24'| “functional equivalent” of completely removing the article from the public). Yet,
25 | here, MusicCity could have either created a system that filtered the infringing
26 | activity while permitting noninfringing uses to contitue and/or can change its
27 | system to allow for differentiatiot to permit copying and distribution of
28
20
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1 § noninfringing files while preventing copyrighted works to be swapped on the

2 I system without authorization. See Creighton Dec., 4 7-14.

3 D.  MusicCity %as-Failed To. and C?Itgot: Establish Comtnercial

4 ignificatit Nompfringing Uses of Ifs System ana Service,

5 Even if Sony-Betamax somehow could apply here, MusicCity has failed to

6 | establish that its system has ever been used for commercially significanit

7 | noninfringing uses ot is capable of such cases. As posited in Sony-Betamax, “[t]he

8 | question is . .. whether the Betamax is capable of commercially sighificant

9 | noninfringing uses.” 464 U.S. at 442 (emphasis added). Though Defendant bears
10 { the burden of proof on this point, Defendant has not come forward with any
11 | evidence that the uses it touts as noninftinging have any cotnmetcial significance.
12 | See Creighton Dec., § 36, Mayers Dec., 1Y 6-8, 13.
13 MusicCity does not even begin to provide evidence that Morpheus actually is
14 | used for any of the “exciting” public-domain ot government-document uses touted
15 | by MusicCity and its declatants. Mem. 11-14. By way of example, plaintiffs
16 | conducted on two separate occasions a seatch on Morpheus for the 187 public-
17 | domain wotks identified in the MusicCity declarations and were unable to locate
18 | 178 of those works on the system (and only one copy of each of the located works
19 | was typically available). Creighton Dec. §¥ 33-34, 36. By contrast, an identical
20 | search on Motpheus for the 24 recordings in the complaint atid the Sound Sean
21 | “Hot 100 Singles” found unauthorized copies of every one of the 124 recordings,
22 | and an average of 106 available copies each. 1d. 94 32, 33, 35. No coutt has
23 | considered absolving a defendant of infringement without some showing that the
24 | product in question actually is used for some noninfringing purpose. See, e.g.,
25 | Napster, 239 F.3d at 1021 (district coutt shoutd have compared curtent infringing
26 | use with “current and future noninfringing use’) (emphasis added); General Audio
27 | Video Cassettes, 948 F. Supp. at 1456 (“insubstantial” noninftinging uses not
28

21
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1 | sufficient): Sepa Enters. Ltd. v. MAPHIA, 857 F. Supp. 679, 685 (N.D. Cal. 1994)

2 | (“incidenital capabilities” insufficient); In te Certain Personal Cotnputers, 224

3§ U.8.P.Q.270, 280 (U.S. Int"1 Trade Comm’n 1984) (“commercialty significant”

4 | use necessary). MusicCity has failed to produce any evidence, let alone evidence so

5 | overwhelming as to compel summary judgtment, that its system and setvice is or is

6 | capable of commercially significant noninfringing uses.

7 As is readily appatent to anyone using Morpheus, its overwhelmingly

8 | primaty use is for infringing distribution and copying of copyrighted files. Indeed,

9 | Sean L. Mayets of JIVE Media, one of the witnesses whose declaration MusicCity
10 | submitted with its totion for partial summary judgment, testifies in a second
11 | declaration to the readily observable and obvious fact that MusicCity dare not
12 | admit: “Unfortunately, it appears that the majority of files currently available™ on
13 | systems like Morpheus “are often current popular music and movie files.”
14 § Declaration of Sean Mayers 4 12.
15§ 1. THEMOTION SHOULD BE DENIE USE MUSICCITY P%SS -
16 L ,IS‘:&‘ 2 .L GTHEFACTS IT
17 Plaintiffs can test MusicCity’s assertions by discovering information that is
18 | in large part uniquely within MusicCity’s control. Discovery has only just begun.
19 | However, MusicCity has interposed numhetous objections anid refused to produce
20 | information in tesponse to plainly proper requests, requiting plaintiffs to send a
21 | meet-and-confer letter regarding MusicCity’s written discovery tesponses and
22 | instructions not to answer at the single deposition that has taken place. MusicCity
23 | moved for summary judgment while at the same timing refusing to produce any
24 | documents and withholdihg a number of ifiterrogatoty responses — on the ground
25 [ that the parties had not yet agreed upon the terms of a protective order. See David
26 | E. Kendall Dec., 4 5. And plaintiffs have served numerous third patty document
27 | subpoenas in an attempt to discover information about MusicCity’s cotiduct, but the
28
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third parties have not yet produced responsive docurments.

Where it appeats that “the party cannot . . . present . . . facts essential to
justify the party’s opposition,” the coutt “may refuse the application for judgment
ot may order a continuance to permit affidavits to be obtained or deposition to be
taken ot discovery to be had.” Fed. R. Civ. P. 56(f). Because of MusicCity’s haste
to file this totion before any substantial discovety has occurred, plaintiffs’
respotise is necessarily limited. Plaintiffs have been actively pursuing such
discovery. Indeed, plaintiffs speedily served document requests, and interrogatoties
ot MusicCity and have sought a tneet-atd-confer session to resolve pending
discovery disputes. Thus, submitted herewith is a Rule 56(f) declaration of David
E. Kendall setting forth why MusicCity’s motiott should be denied and why
discovety should be permitted to proceed expeditiously.

CONCLUSION

The motion for pattial surmnaty judgment should be denied.

Respectfully submitted,

By

DATED: February 15, 2002.

23

MEMO OF POINTS & AUTHORITIES IN OPP. TO MOT. FOR PARTIAL SUM. JUDG. OF DEFENDANTS

vBQ/820°d 2551 LOVAnEvE|2+ 2/1Y7 dT7583AN % ANIATIN, Q-wod yrigl 2002-51-4984




i
2
A3 9985021
3
4
DAVID E. KENDALL RUSSELL I. FRACKMAN
5 | ROBERT J. SHAUGHNESSY GEORGE M. BORKOWSK1
LAURA H. PARSKY NICOLE L. HARRIS
6 | WILLIAMS & CONNOLLY LLP MITCHELL SILBERBERG
REGORY P. GOECKNER & KNUPP LLP
71 G .
MARK D. LITVACK MATTHEW J. QPPENHEIM
51 JAN B. NORMAN A AR D s TRy
9 ' ASSOCIATION OF AMERICA

Attorneys for Plaint%‘ﬁ Metro-Goldwyn-

10 M?er tudios Inc., Columbia Pictures  Attorneys for Pldina;?j‘.'s Arista Records,
Industries, Inc., Disney Enterprises, Inc., Atlantic Recording Corporation,

11 | Inc.. Paramount Pictures Cmgomtion, Bad Boy Records, Capitol Records, Inc.,
Twentieth Century Fox Film Corpora-  Hollywood Records, Inc., Interscope

12 | tion, and Universal City Studios, Inc. Records, LaFace Records, Motown

Record Company, L.P., The RCA Records

13 | ROBERT M. SCHWARTZ Label, a unit of BMG Music d/b/a BMG
JESSICA DAVIDSON MILLER Entertainment, Sony Music Eniertainmen

14 | JANE E. LIPPMAN Inc., UMG Recordings, Inc., Virgin
O'MELVENY & MYERS LLP Records America, Inc., Walt Disney

15 Records, and Zomba Recording
Attorneys for Plaintiffs Time Warner Corporation

16 | Entertainment Company, L.P., New Line
Cinema Corp., Atlantic Rhing Ventures

17 { Inc.. Elektra Entertainment Group, Inc.,
London-Sire Records Inc., Warner Bros.

18 §| Records Inc., WEA International Inc.,

19 and WEA Latina Inc

20

21

22

23

24

25

26

27

28

24
MEMO OF POINTS & AUTHORITIES IN OPP. TO MOT. FOR PARTIAL SUM. JUDG. OF DEFENDANTS

v9g-4  ¥e0/B20°d  2GE-l LOVI0EVE |2+ 2/1Y7 d17583AN ¥ ANIATIN, Q-Wod 4 yrigl  2002-51-484





