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tatutory damages, although a potent weapon in

copyright litigation, are often a trap for the unwary.!

The Copyright Act of 1976 (the “Act”) limits the
availability of statutory damages, the number of grants
of statutory damages to be awarded and the parties
against whom those grants will be individually assessed.?
The Act also impacts on the availability of actual dam-
ages when the copyright owner elects statutory damages
before the entry of final judgment.? Further, the Act limits
the range of statutory damages to be awarded depending
on whether the infringement was innocent, non-willful
or willful .#

Litigants on both sides of the fence sometimes misun-
derstand these limits. Copyright owners mistakenly seek
statutory damages for post-registration mfrmgement.s
of a work that continue the pattern of pre-registration
infringement of the same work.? Where multiple infring-
ers acting in concert infringe one work multiple times,
some copyright owners wrongly believe they are entitled
to multiple awards of statutorv damages individually
assessed against each infringer.

Further, defendants sometimes incorrectly assert that
the unauthorized infringing compilations they create
from a plaintiff’s separate, copvrightable works are sub-
ject to only one award of statutory damages.” Also, copv-
right owners who elect to receive an award of statutorv
damages mistakenly believe they can still raise issues on
appeal regarding actual damages.® Finally, parties are
sometimes uncertain where in the spectrum from inno-
cence to willfulness infringing conduct falls and the statu-
tory damages that will be assessed for that conduct.®
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By Andrew Berger

This article attempts to clear up these misunderstand-
ing and explains the uncertainties so that all parties may
better assess the statutorv damages that may be awarded
in copyright litigation.

Title 17, § 412(2) of the U.S.C., with one exception not
relevant here, prohibits recovery of statutory damages for
infringements of a work that commence before the work
is registered.!” But this section is silent about whether
a copyright owner mav recover statutory damages for
infringements of that work that continue after registra-
tion. Courts usually sav no. The majoritv hold that the
copyright owner is not entitled to statutory damages
for the continuation of post-registration infringements
that commenced pre-registration.!! Copyright owners
who attempt to avoid this result argue that the post-
registration infringements are new, different and separate
and thus are wholly divorced from the pattern of pre-
registration infringements of the same work.
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This argument usually fails. Courts interpret the
words “infringement . . . commenced after the first pub-
lication” in § 412(2) to mean “the first act in a series of
acts.”12 Further, Mason v. Montgomery Data, Inc.)3 adopted
a bright-line rule that most circuits have followed. Mason
prohibited claims for statutory damages for a defendant’s
post-registration infringements of a work “if the same
defendant commenced an infringement of the same work
prior to registration,”14

Mason relied on the legislative history of § 412, which
revealed “Congress’ intent that statutory damages be
denied not only for the particular infringement that a
defendant commenced before registration, but for all of
that defendant’s infringements of a work if one of those
infringements commenced prior to registration.”15 The
purpose of § 412 was to encourage early registration and
““[t]he threat of such a denial [of statutory damages]
would hardly provide a significant motivation to register
early if the owner of the work could obtain those rem-
edies for acts of infringement taking place after a belated
registration.””’16

Since Mason, courts bar statutory damages for post-
registration infringements even if they differ from the
infringements pre-registration. In Shady Records, Inc. v.
Source Enterprise, Inc., the district court noted that “[t]he
clear rule announced in Mason which is easily applied to
preclude statutory damages . . . [is] where any infringe-
ment occurs before the effective date of the work’s copy-
right registration is preferable.”17

Nimmer on Copyright suggests that a plaintiff might be
able to recover statutory damages if a “qualitative new
infringement occurs after registration” along with “a
large lapse of time between the first bout of infringement
and its post-registration successor.”1® But no case has
been found that has adopted this view.

One Award Against Those Who Act in Concert
Another misconception concerns the number of awards
of statutory damages to which a copyright owner may be
entitled. Copyright owners often believe they merit mul-
tiple awards of statutory damages for multiple infringe-
ments by multiple parties acting in concert.1® But the Act
limits a copyright owner to one grant of statutory dam-
ages in that circumstance.

The section provides that a copyright owner “may
elect. .. to recover . . . an award of statutory damages for
all infringements involved in the action with respect to
any one work . . . for which any one infringer is liable
individually or for which any two or more infringers are
liable jointly or severally.”20

The copyright owner is restricted to one award of
statutory damages regardless of the number of acts of
infringement, whether they are separate, isolated or
occurring over many years.2! As Goldstein aptly states,
“an infringer will be liable for a single statutory award

whether it makes one copy of a copyrighted painting or
one thousand and whether it performs the copyrighted
work once or nightly over a period of months.”22

The copyright owner remains restricted to one award
of statutory damages against multiple infringers where
they act in concert and are therefore jointly and severally
liable.?3 Section 504(c)(1) relies on the common law to
define joint or several liability. Those principles do not
depend on whether the defendants engaged in the same
act or exhibited the same level of willfulness.24 The Act “is
unconcerned about gradations of blameworthiness.”25

Multiple Awards for Unauthorized Compilations of
Separately Copyrighted Works

Confusion also surrounds the limitation on the number of
statutory damages that may be assessed for infringement
of a compilation or a derivative work. The limitation is
contained in the last sentence of 17 U.S.C. § 504(c)(1), which
provides that “all the parts of a compilation or derivative
work constitute one work.”26

The confusion arises from the “facial” ambiguity in
this limitation.?7 It is unclear whether the phrase “com-
pilation or derivative work” refers to the copyrighted
work that the plaintiff creates, which is then infringed, or
the infringing work the defendant creates from multiple,
separately copyrightable works of the plaintiff.

Most courts assume, without extensive discussion,
that the one-work limitation refers to a plaintiff-created
compilation or derivative work.28 Thus, where record
labels made CDs containing multiple copyrighted songs
that the defendant infringed, courts awarded the labels
one grant of statutory damages.2® Where the defen-
dant infringed a plaintiff-crafted compilation of clip-art
images, a court reached the same conclusion.3? Similarly,
where the defendant copied 122 photographs from a
catalogue that the plaintiff put together, the plaintiff was
limited to one grant of statutory damages.3!

But in Greenberg v. National Geographic Society, the
district court found that the “compilation” referenced in
§ 504(c)(1) was the infringing work the defendant created
from multiple, separately copyrightable works of the
plaintiff. There, the defendant took 64 of the plaintiff’s
copyrighted photographs and published them in four
magazine compilations the defendant created. The court
nevertheless limited Greenberg to only four awards of
statutory damages.?

WB Music Corp. v. RTV Communication Group, Inc.
has now resolved the ambiguity, at least in the Second
Circuit. The court found that the phrase “compilation or
derivative work” in the last sentence of § 504(c)(1) refers
to a work created by a plaintiff.33 Thus, the court held
that the one-work limitation is inapplicable if the defen-
dant creates the infringing compilation or unauthorized
derivative work from multiple, separately copyrighted
works of the plaintiff.3
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There, the defendant copied 13 of the plaintiff’s copy-
righted songs onto seven CDs. The district court found
that the plaintiff was entitled to seven awards of statutory
damages.35

Confusion also exists about
the amount of statutory
damages to be awarded.

The Second Circuit reversed, holding that the limita-
tion is triggered only by an infringement of a plaintiff-
created compilation or derivative work. The court stated,
“[Tlhere is no evidence that any of [the plaintiff’s]
separately copyrighted works [that were infringed] were
included in a compilation authorized by the copyright
owners. Rather, the [infringing] compilations were cre-
ated by the defendants.”3 Accordingly, the court held
that the plaintiff was entitled to an award of statu-
tory damages for each of the 13 songs that the defendant
infringed.37

Election Moots All Issues Regarding Actual Damages
There is another restriction that sometimes confuses copy-
right owners: the impact on actual damages on appeal
arising from an election to receive statutory damages.

Section 504(c) permits a copyright owner at any time
before final judgment is entered to choose between two
types of damages: actual damages or statutory dam-
ages. This means that a copyright owner may ask a jury
to award actual damages and, if the copyright owner is
dissatisfied with the award, then ask the court to assess
statutory damages.3® But once the election is made to
accept statutory damages, copyright owners often do not
realize they have forfeited the right to seek actual dam-
ages on appeal. As Jordan v. Time, Inc. holds, there are no
two “bites of the apple.”39

In Jordan, a jury awarded the plaintiff actual damages
of $5,000. Before the entry of final judgment, the plain-
tiff requested that the court, pursuant to § 504(c), assess
statutory damages, and the plaintiff was awarded $5,500.
The Eleventh Circuit dismissed the appeal of the actual
damage award, stating, “[a] plaintiff is precluded from
electing statutory damages and then appealing the award
of actual damages,” adding “once a timely election is
made to receive statutory damages all questions regard-
ing actual and other damages are rendered moot.”40

Areas of Uncertainty

Finally, parties are sometimes uncertain whether infring-
ing conduct was innocent, non-willful or willful and the
amount of statutory damages to be assessed.4!
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The uncertainty begins with the absence of a defini-
tion of willfulness in the Act. Courts hold that a defen-
dant was willful if it knew its conduct was infringing or
acted with reckless disregard for the copyright owner’s
rights, 2 but it is often difficult to predict whether infring-
ing conducts falls within that definition.43

Here are a few guidelines that may assist in deter-
mining willfulness: Willfulness will be found where a
defendant continues infringement in defiance of a court
order.# Willfulness may be found where a defendant
continues to infringe after being warned to stop that con-
duct.* But a defendant who has been warned may avoid
a willfulness finding by demonstrating that it reasonably
and in good faith believed its continuing conduct was
not infringing.4¢ Further, the good-faith belief may be evi-
denced by an unsuccessful fair use defense if that belief
was objectively reasonable.47

Absence of Statutory Guidelines

Whether non-willful or willful conduct is found, confu-
sion also exists about the amount of statutory damages
to be awarded. There are no guidelines in the Act assist-
ing courts in fixing statutory damages. There is only one
statutory requirement: The award must be “just.”48

Wide Discretion

Courts have wide discretion to weigh the factors they
examine in setting statutory damages. These factors
include: (1) any revenues the plaintiff may have lost as
a result of the infringement; (2) the expenses saved or
the profits gained by the defendant in connection with
the infringement; (3) the value or nature of the plaintiff’s
copyrights; (4) the need to deter the defendant and others
similarly situated from committing future infringements;
(5) the defendant’s financial situation; (6) the defendant’s
state of mind; and (7) in the case of willful infringement,
the need to punish the defendant.4?

Courts may give whatever weight they wish to each
factor and may consider all, some or none of them.50 For
example, some courts focus on the actual damages the
plaintiff suffered as a result of the infringement. These
courts state “statutory damages should bear some rela-
tion to actual damages suffered”5! and set statutory dam-
ages at a multiple of actual damages.52

Other courts decline to base statutory damages on
a multiplier of actual damages. For example, in UMG
Recordings, Inc. v. MP3.com, Inc., the court stated that
“any attempt to reduce this determination [of the amount
of statutory damages] to some kind of mathematical
formula or equation is spurious.”5* Although UMG con-
sidered a number of factors in assessing the amount of
statutory damages to be awarded, that case calibrated
statutory damages primarily to deter future infringing
conduct. The court stated that “[s]tatutory damages
- .. [of] approximately $118,000,000” would be warranted



because “the potential for huge profits in the rapidly
expanding world of the Internet is the lure that tempted
... MP3.com to break the law and that will also tempt
others to do so if too low a level is set for the statutory
damages in this case.”>* The court in Lowry’s Reports, Inc.
v. Legg Mason, Inc. affirmed the jury’s statutory dam-
age award of $19.7 million, even though the defendant
argued “the actual harm” from the infringements was
“$59,000.755

Because of the discretion courts have in weighing the
factors they examine in setting statutory damages, cases
involving similar infringing conduct may result in dif-
ferent awards.5¢ ITronically, when the same case is later
retried, the award may be even greater, as evidenced
by Capital Records, Inc. v. Thomas.57 Capital Records also
highlights the debate that continues whether statutory
damages should compensate or deter.

In Capital Records, record companies sued the defen-
dant for making 24 songs in her Kazaa shared folder
available to others to download. In the first trial, the jury
assessed statutory damages of $9,250 per song for a total
of $220,000.5 The trial judge vacated the verdict finding
it “wholly disproportionate to the damages suffered by
Plaintiffs.”> The court stated that, although the defen-
dant “infringed . . . 24 songs - the equivalent of approxi-
mately 3 CDs, costing less than $54, . . . the total damages
awarded is more than five hundred times the cost of buy-
ing 24 separate CDs and more than four thousand times
the cost of three CDs,”¢" noting,

[wlhile the Copyright Act was intended to permit
statutory damages that are larger than the simple cost
of the infringed works in order to make infringing a far
less attractive alternative than legitimately purchas-
ing the songs, surely damages that are more than one
hundred times the cost of the works would serve as a
sufficient deterrent.!

On remand, the jury increased the award to $80,000
per song for a total of $1.92 million or more than eight
times the damages awarded in the first trial.®2 The award
will likely spark a due process challenge because it is so
far removed from any possible damage the plaintiff suf-
fered from the infringement. The award also highlights
the difficulties parties face when attempting to estimate
statutory damages.3

With such potentially high stakes, understanding
these limitations and uncertainties will assist all parties
in prosecuting or defending a copyright case involving
statutory damages. |
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