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U.S. Supreme Court Issues Two Decisions Impacting Copyright Owners
in One Day

Jason Bloom, Wesley Lewis, Katharyn Zagorin

The Supreme Court released two unanimous copyright decisions—one clarifying
when a copyright claimant may file suit and the other defining the limits of “full
costs” awards under Section 505 of the Copyright Act. Both have important
implications for copyright litigants going forward. In the first case, the Court
resolved a long-standing circuit-split by holding that copyright claimants must
obtain a registration certificate from the Copyright Office before proceeding with
suit—a process which can take several months. In the second, the Court held that
the costs recoverable to prevailing copyright claimants are limited to the standard
costs recoverable to prevailing parties in federal court litigation, and do not
include additional costs such as expert and e-discovery fees.
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Fourth Estate Public Benefit Corp. v. Wall-Street.com, LLC et al., Case No. 17-
571,586 U.S. ___ (Mar. 4, 2019)

In Fourth Estate Pub. Benefit Corp. v. Wall-Street.com, LLC, the Supreme Court
settled a split among U.S. Courts of Appeals regarding whether a copyright owner
can sue for infringement before the Copyright Office grants registration. The
Copyright Act of 1976 gives copyright protection to “original works of authorship
fixed in any tangible medium of expression,” and rights in such works attach as
soon as the works are created. However, 17 U.S.C. §411(a) conditions that “no

civil action for infringement of the copyright in any United States work shall be
instituted until...registration of the copyright claim has been made in accordance
with this title.” The parties in Fourth Estate disputed the meaning of “registration”
in §411(a).

Fourth Estate Public Benefit Corporation (“Fourth Estate”), a news organization,
sued Wall-Street.com and its owner (“Wall-Street”) for copyright infringement
after Wall-Street failed to remove Fourth Estate’s news articles from its website
despite having canceled the parties’ license agreement. Before filing suit, Fourth
Estate had filed copyright applications for the news articles, but the Copyright
Office had not yet granted or refused registration.
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The district court dismissed the complaint because
the Copyright Office had not yet processed Fourth
Estate’s applications at the time the suit was
commenced, and the Court of Appeals for the
Eleventh Circuit affirmed the dismissal.

Fourth Estate appealed, arguing that “registration”
for the purposes of §411(a) occurs when a copyright
owner submits the application, materials, and
payment to the Copyright Office, a theory known as
the “application approach.” Wall-Street, in line with
a previous holding by the Eleventh Circuit, promoted
the “registration approach,” arguing that §411@@)’s
registration requirement is satisfied only when the
Copyright Office grants registration.

The Supreme Court unanimously agreed with
Wall-Street and the lower courts, holding that
“registration” in §411(a) “refers to the Copyright
Office’s act of granting registration, not to the
copyright claimant’s request for registration.” In other
words, “registration occurs, and a copyright claimant
may commence an infringement suit, when the
Copyright Office registers a copyright.” The statute
provides several exceptions to this rule. For example,
owners of material susceptible to predistribution
infringement, such as movies or musical compositions,
can apply for preregistration, a limited review of the
application after which the copyright owner may
commence an infringement suit. The statute also
provides an exception for live broadcasts, where a
copyright owner may sue for infringement before
obtaining a registration. In addition, copyright owners
may institute an infringement suit after the Copyright
Office refuses registration. These exceptions, the
Court reasoned, would be “superfluous” if a copyright
application alone satisfied the requirements of §411(a).

The Supreme Court also assuaged Fourth Estate’s
concerns that the three-year statute of limitations
could expire before the Copyright Office reviews an
application, stating that the seven-month average
processing time for copyright applications “leaves
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ample time to sue after the Register’s decision, even
for infringement that began before submission of an
application.”

Thus, Fourth Estate clarifies that, save for the
exceptions noted above, a copyright owner may
bring an infringement suit only after the Copyright
Office grants registration. However, because a suit
may cover infringement that occurs before and
after registration, copyright owners can still protect
rights granted before receiving an official grant of
protection.

The Court’s decision is important for copyright
owners who may need to assert a claim quickly,

but do not have a registration certificate. Because

it can take the Copyright Office in excess of seven
months to grant on deny an application, Copyright
owners who have not yet registered their works must
either pay a special handling fee of $800 per work

to speed up the registration process, or take the risk
of waiting to assert their claims until the Copyright
Office has acted. This can, in certain circumstances,
result in the expiration of the statute of limitations, the
disappearance of infringing goods, or the failure to
enjoin an act of infringement. It is therefore important
that copyright claimants that expect to enforce their
rights through litigation take early action to register
their works before claims arise. Early registration can
also benefit claimants by entitling them to recover
statutory damages and attorneys’ fees.

Rimini Street, Inc. v. Oracle USA, Inc., Case No. 17-
1625, 586 U.S. __ (Mar. 4, 2019)

The second Supreme Court copyright decision
handed down this week, Rimini Street, Inc. v. Oracle
USA, Inc., addressed the limits of courts’ discretion
to award costs to a prevailing copyright litigant
under Section 505 of the Copyright Act. In this latest
chapter of the nearly decade-long dispute between
the two tech companies, the Supreme Court handed
Rimini Street a major victory, setting aside a $12.8

© 2019 Haynes and Boone, LLP


http://www.haynesboone.com

haynesboone

million award against it based on Oracle’s litigation
costs. The decision clarified that a district court’s
discretion to award a prevailing party ‘full costs’
under the Copyright Act does not extend beyond the
categories of expenses identified in the general costs
provisions of the Judicial Code; as a result, the district
court exceeded its statutory authority by entering the
$12.8 million award for expenses not identified within
the general costs statutes.

Rimini Street is a third-party provider of software
maintenance services to Oracle customers. In 2010,
Oracle filed a copyright infringement and data

theft lawsuit against Rimini Street, alleging that the
company copied Oracle’s software without obtaining
the proper licenses. The case went to trial in Nevada,
where Oracle obtained an award of $50 million

in damages, as well as awards of $28.5 million in
attorneys’ fees and $3.4 million in taxable costs. The
district court also awarded Oracle $12.8 million for
additional nontaxable litigation expenses, including
costs associated with retaining expert witnesses, jury
consultant fees, and e-discovery costs. Rimini Street
appealed the $12.8 million award, arguing that the
nontaxable expenses are not considered ‘costs’ under
the general costs statutes of the Judicial Code, 28
U.S.C. §81821 and 1920. The Ninth Circuit affirmed the
district court’s cost award.

The Supreme Court granted Rimini Street’s petition
for certiorari, and on March 4, it unanimously reversed
the Ninth’s Circuit’s decision. Justice Kavanaugh,
writing for the Court, held that while Section 505 of
the Copyright Act grants district courts discretion to
award ‘full costs’ to prevailing copyright litigants, this
discretion is nevertheless limited by the general
definition of ‘costs’ codified at 28 U.S.C. §§1821

and 1920. These general cost statutes establish six
categories of litigation expenses that constitute
‘costs’; because the Copyright Act does not explicitly
authorize an award of any expenses beyond these
six enumerated types, other expenses (such as the
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expert witness fees, e-discovery expenses, and jury
consultant fees constituting the $12.8 million award
against Rimini Street) are not subject to cost-shifting
under Section 505 of the Copyright Act.

In arriving at this holding, the Supreme Court rejected
Oracle’s principal argument that the word ‘full’
provided authorization for district courts to award
costs beyond those six categories enumerated in

the general costs statute. Rather, the Court held,

the adjective ‘full’ merely conveys that all costs that
otherwise could be awarded under the general costs
statute may be awarded under Section 505. As
Justice Kavanaugh explained:

"The word ‘full’ operates in the phrase ‘full
costs’ just as it operates in other common
phrases: A ‘full moon’ means the moon, not
Mars. A “full breakfast’ means breakfast, not
lunch. A ‘full season ticket plan’ means tickets,
not hot dogs. So too, the term “full costs’ means
costs, not other expenses.”

The Court also rejected Oracle’s argument that “full
costs” was a term of art borrowed from English
copyright statutes, finding no evidence that the

term had any established definition in English or
American law. Lastly, the Court observed that it

was unpersuaded by Oracle’s arguments based on
surplusage, observing that Plaintiff’'s theory made
“little sense” considering the history of the Copyright
Act and, regardless, that “[rledundancy is not a silver
bullet.”

Ultimately, this decision provides courts and litigants
with valuable clarity regarding types of expenses
that may be considered part of a “full costs” award
under the Copyright Act. Accordingly, copyright
litigants should consider these award limitations
when assessing which expenses may ultimately be
recoverable by a prevailing party under Section 505
of the Copyright Act.
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Senators Introduce The DETOUR Act to
Ban “Dark Patterns” on Internet

Pierre Grosdidier, Ph.D.

Have you ever received unsolicited
emails from a web site you visited
briefly and struggled to exit? Have you
ever grown frustrated because you
could not find the “Close my account”
option on an online vendor’s website
you no longer wished to patronize?
Chances are, you fell victim to Internet Dark Patterns.
Dark Patterns are ergonomic ruses on web sites and
apps intended to trick users into accepting services,
making choices, or, worse, surrendering personal data
against the users’ intentions.! These ruses or tricks can
be drawn from advanced behavioral psychological
studies and are designed to favor the entity behind
the web site. Recently, Senators Mark Warner (D-Va.)
and Deb Fischer (R-Neb.) introduced a bi-partisan bill,
the Deceptive Experiences To Online Users Reduction
(DETOUR) Act, to partially ban these clever but
arguably controversial practices.?

Pierre
Grosdidier

The Act would apply to “large online operators,”

which it defines as any person that “provides an online
service” to “more than 100,000,000 authenticated
users . ..in any 30 day period” and that is subject to the
jurisdiction of the Federal Trade Commission (“FTC”).
An “online service” is a service made available to the
public over the Internet, such as a search engine, an
email service, or a social media site, but not an Internet
access service. The Act’s flagship prohibition bars the
creation of user interfaces that have “the purpose or
substantial effect of obscuring, subverting, or impairing
user autonomy, decision-making, or choice to obtain
consent or user data.” Additionally, in a nod to the

fact that Dark Patterns are usually the end result of
behavioral research by Internet users, the Act bans large
online operators from segmenting their consumers “into
groups for the purposes of behavioral or psychological
experiments or studies, except with the informed
consent of each user involved.” Finally, in an attempt to
address the addictive nature of some Internet activities,
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especially among children, the Act prohibits large online
operators from creating online interfaces directed

to children “under the age of 13, with the purpose or
substantial effect of cultivating compulsive usage,
including video auto-play functions initiated without the
consent of a user.”

Apparently mindful that behavioral or psychological
studies provide the methodology behind Dark Patterns,
the bill would create duties for large online operators
that engage in research in this area based on their
users’ activity or data. The operators would be required
to disclose to their users and to the public “any
experiments or studies” conducted “with the purpose
of promoting engagement or product conversion.”

The disclosures must occur routinely, but not less than
every three months, and must be “clear, conspicuous,
...and [] not deceptively obscured.” Moreover, large
online operators must launch an Independent Review
Board to police this research, with authority to approve,
force modifications, or disapprove the experiments. The
Board must register with the FTC and disclose how it
will operate and whether its board members might be
conflicted.

Additionally, the proposed Act authorizes large online
operators to form an association registered with the
FTC as a professional standards body, subject to the
FTC’s approval and authority. The association must have
the authority to compel its members to comply with the
Act and to impose sanctions of increasing severity up
to and including expulsion for non-complying members.
The association must welcome within its membership
any large online operator and must assure a fair
representation of its members through its governing
bodies. At least one of its director must represent users
and be independent of large online operator. The goals
of the association would be

to prevent exploitative and manipulative acts

or practices, to promote transparent and fair
principles of technology development and design,
to promote research in keeping with best practices
of study design and informed consent, and to
continually evaluate industry practices and issue
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binding guidance consistent with the objectives of
th[e DETOUR] Act.

Finally, the proposed Act grants rule-making and
enforcement authority to the FTC. The FTC shall
determine an act or practice is unfair or deceptive
if the act or practice—(A) has the purpose, or
substantial effect, of subverting or impairing user
autonomy, decision-making, or choice to obtain
consent or user data; or (B) has the purpose, or
substantial effect, of cultivating compulsive usage
by a child under 13.

The FTC would be further tasked with developing and
promulgating regulations for securing users’ informed
consent and for overseeing review boards and the
standards bodies. This first requirement is significant
because it represents the first legislative attempt to
regulate online consent, which most users currently
grant by click-through without ever giving a moment’s

thought to the corresponding use terms and conditions.

Senators Warner and Fisher introduced the DETOUR
Act on April 9, 2019, and it might be years before this
bill, or some variation thereof, becomes law. In any
event, the bill’s reach is relatively limited because it
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would apply only to large online operators with more
than 100,000,000 users. But, it is arguably a step in the
right direction to balance the rights of users and large
Internet operators.

" For more information, see Dark Patterns.

2 A bill to prohibit the usage of exploitative and deceptive practices
by large online operators and to promote consumer welfare in the
use of behavioral research by such providers; to the Committee on
Commerce, Science, and Transportation, S. 1084, 116th Cong. (as
introduced in the Senate, April 9, 2019).

Haynes and Boone’s Media, Entertainment and First
Amendment Practice Group has extensive experience
representing major media clients across all platforms -
including newspapers, magazines, broadcast and cable
networks, production companies, and online content
providers - in high-profile disputes. Our team brings
deep knowledge to a broad range of matters, including
libel, intellectual property, and access to information.
Our lawyers present frequently on issues facing the
industry and have been leaders in drafting legislation to
address cutting-edge issues affecting free speech and
transparency.
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FEATURED SPEAKING ENGAGEMENTS

Tom Williams

32nd Annual Media and the
Law Seminar

Moderator: "Deep Fakes:
Trust Not What Your Eyes
Percieve”

May 3, 2019

Kansas City, Missouri

FOR MORE INFORMATION CONTACT:

LAURA LEE PRATHER
PARTNER
laura.prather@haynesboone.com
+1512.867.8476

TOM WILLIAMS
PARTNER
thomas.williams@haynesboone.com

Laura Prather +1817.347.6625

Investigative Reporters &
Editors Conference Panelist:
"Media lawyers Q&A" and
"Broadcast Track: The
Lawyers”

June 14, 2019

Houston, Texas

Wesley Lewis

State Bar of Texas 2019
Annual Meeting
Speaker: “Legislative
Update: Trends in Open
Government”

June 14, 2019

Austin, Texas

RECENT AWARDS

First Amendment ‘Hero’ Laura Prather to Join
the Open Government Hall of Fame

The National Freedom of Information Coalition
has announced it will induct Haynes and Boone
Partner Laura Prather into the “Heroes of the 50
States” Open Government Hall of Fame for 2019.
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