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Co-defendants ~ Metro-Goldwyn-Mayer ~ Studios Inc, Time Warner
Entertainment Company, L.P., Sony Pictures Entertainment Inc., Disney Enterprises, Inc.,
DreamWorks L.L.C., Universal City Studios LLLP, Twentieth Century Fox Film
Corporation, and Paramount Pictures Corporation (collectively, together with their
subsidiaries and affiliates, the “Studios”), by their attorneys Loeb & Loeb LLP and Faegre &
Benson LLP, respectfully submit this response brief in opposition to the motion, pursuant to
Fed. R. Civ. P. 56, of Counterclaim-Defendants Nova Group Inc. d/b/a Trilogy Studios Inc.
(“Trilogy”), Family Shield Technologies, LLC (“Family Shield”), and ClearPlay, Inc.
(“ClearPlay”) (collectively referred to herein as the “Electronic Editing Parties” or the

“Movants”), for summary judgment.

PRELIMINARY STATEMENT

The Studios’ copyright infringement claims are not an effort to halt innovative
“technologies” nor do they concern the legality of how consumers watch movies in their
homes. Rather, relying upon bedrock principles of copyright law and the plain language of
the Copyright Act, the Studios simply seek to halt the commercial preparation and
exploitation of unauthorized edited versions of their copyrighted motion pictures in direct
violation of the Studios” exclusive right to prepare derivative works.

Movants are pot simply providing “technologies” that allow consumers
unlimited “choice” in the privacy of their homes to edit out any scene or dialogue the

consumer wishes from a motion picture. Rather, in their own facilities, Movants are



preparing edited versions of the Studios’ motion pictures with scenes and dialogue that they,
not the consumer, find “objectionable” edited out of the motion pictures.

The Electronic Editing Parties create their edited versions of the Studios’
motion pictures as follows: they employ someone to watch the movie, (not necessarily
anyone with any background in film editing), and this person decides which scenes and
which dialogue he or she thinks should be deleted from the playback of the motion picture
and places the appropriate detailed instructions in a motion picture-specific “Filter File.”!
This edited version of the motion picture (referred to hereinafter as an “Edited Motion
Picture”) is created by an Electronic Editing Party employee (or other person working on its
behalf); it is not created by the ultimate consumer. The consumer has no discretion or ability
to make her own pre-designated edits -- the edits are pre-designated by the Electronic Editing
Party and fixed in the Filter File. Thus, the only “choice” a ClearPlay customer has is to
watch the authorized version of a motion picture, or the version created by ClearPlay.
Further, every ClearPlay customer using the ClearPlay Filter File for this motion picture will
see exactly the same edited version created by ClearPlay. It is this Edited Motion Picture,
created by the Electronic Editing Party, not the consumer, which is the infringing derivative
work, and which they have made a business of creating, and which they distribute for profit

to their customers.?

' ClearPlay’s “Filter File,” Trilogy’s “Mask File” and Family Shield’s “Shield File” are

hereinafter referred to generally as a “Filter File.”

> Throughout their motion papers and written discovery responses Movants studiously

avoid any admission or reference to the fact that they are creating or distributing “edited” versions of
the Studios’ films (see, e.g., The Player Control Parties” Corrected Opening Brief in Support of Their



The distribution of Movants’ Edited Motion Pictures is accomplished by
distributing a software file specifically prepared for and only usable with a specific
copyrighted motion picture. These individual motion picture-specific Filter Files serve no
purpose or function other than to deliver to Movants’ customers an unauthorized edited
version (or versions) of a specific motion picture. While the customer must possess and
insert a copy of the corresponding motion picture DVD in their DVD drive in order to view
the Edited Motion Picture, this does not alter the fact (or the legal conclusion) that each
Movant has prepared and distributed an unauthorized derivative work based upon a Studio’s
copyrighted motion picture. For example, what the customer views when employing the
corresponding DVD and ClearPlay’s software and Filter File to watch a ClearPlay Edited
Motion Picture, is functionally equivalent to what the customer could view if they watched
the same edited motion picture on one of the edited DVDs or VHS tapes prepared and
distributed by one of the non-moving counterclaimant-defendants in this action (the

“Mechanical Editing Parties”). In both cases, the customer possesses and can repeatedly

Motion for Summary Judgment, filed June 6, 2003 (hereinafter “Movants’ Br.”) at 23), preferring,
instead, to disguise their activities as providing “technologies” or “tools” to allow a customer to alter
their “experience” of watching a motion picture. Movants’ own documents and marketing materials,
however, refute these transparent efforts and confirm that the Electronic Editing Parties are in the
business of selling Edited Motion Pictures. See, e.g., Declaration of Jonathan Zavin, Esq., dated
August 7, 2003 (“Zavin Decl.”) Ex. 1 (“ClearPlay’s editors review the major movies released each
month and develop customized presentations you can enjoy in your home.”); Ex. 2 (defining use of
ClearPlay trademark and service mark as “editing objectionable content from DVDs”); Ex. 3
(Trilogy marketing materials which boast: “The library of edited movies is growing on a weekly
basis as new DVD’s are released and as masks for older titles are completed.”); Ex. 4 (e-mail
concerning design of Family Shield website referring to “Downloaded Movies” and requesting:
““EDIT” ‘EDITED’ ‘EDITING’: Can we have all uses of the word ‘edit’ changed to ‘shield’.”); Ex. 5
(Family Shield’s instructions as to “How to Edit a Movie”); Ex. 6 at 8.



view a fixed edited version of the motion picture with the edits pre-determined by the
respective editing party.

The Electronic Editing Parties claim that their method of preparing and
distributing their Edited Motion Pictures gives them a technical way of avoiding infringing
the exclusive right of the copyright owner to create derivative works, even though the edited
work they create is functionally equivalent to that created by the Mechanical Editing Parties.
Even though they prepare the Edited Motion Pictures, they claim that because what they
distribute is a software file that does not contain the copyrighted images and dialogue from
the motion picture, and not the complete Edited Motion Picture itself, that the allegedly
infringing Edited Motion Pictures are not “fixed” and, therefore, cannot constitute infringing
derivative works under the Copyright Act. See Movants’ Br. at 26, 28-29.

This argument fails, however, because under the clear language of the
Copyright Act there is no requirement that a derivative work be “fixed” in order to be found
infringing. Indeed, the drafters of the Copyright Act explicitly rejected this concept and cited
numerous examples of works, such as ballet, pantomimes or improvised performances,
which are not “fixed” in any permanent form, yet could infringe a copyright owner’s
exclusive right to prepare derivative works.

No court in any Circuit has held that a work must be “fixed” in order to be an
infringing derivative work under the Copyright Act. However, the Ninth Circuit alone, in
Lewis Galoob Toys, Inc. v. Nintendo of America, Inc., 964 F.2d 965 (9" Cir. 1992)

(“Galoob™), cert. denied, 507 U.S. 985 (1993), imposed a requirement that a work be



embodied in “permanent or concrete form” in order to be deemed an infringing derivative
work. Movants (and amicus Intel Corp.) erroneously rely on Galoob for their assertion that
the Edited Motion Picture viewed by a user utilizing a Filter File is not embodied in
“permanent or concrete form” and, thus, cannot be an infringing derivative work.

The Galoob court’s imposition of a “permanent or concrete form” standard for
infringing derivative works is not supported by the plain text or legislative history of the
Copyright Act. Indeed, Galoob itself acknowledged that “fixation” is not required for an
infringing derivative work; yet, with virtually no discussion, went on to impose the basically
indistinguishable embodiment in “permanent or concrete form” requirement. This Court
should not adopt the Ninth Circuit’s “permanent or concrete form” requirement in this
Circuit.

In any event, in Micro Star v. FormGen Inc., 154 F.3d 1107 (9" Cir. 1998)
(“Micro Star”) the Ninth Circuit revisited and clarified Galoob’s “permanent or concrete
form” standard. In Micro Star, the Ninth Circuit made clear that infringing derivative works
(i.e., modified audiovisual displays), were created and “embodied in permanent or concrete
form” where, as here, the only material object distributed by the alleged infringer consisted
of a computer disc containing software instructions that referenced a separate copyrighted
work. Thus, even in the Ninth Circuit, the Edited Motion Pictures would be considered
“permanently and concretely” embodied in the individual motion picture-specific Filter Files,

and would be deemed infringing derivative works.



Movants’ arguments to the contrary disregard the key holdings in Micro Star.
Movants’ arguments that the works they create are not infringing because they are not
“substantially similar” to the Studios’ copyrighted works are also faulty because they ignore
the fundamental distinction in copyright law between a “work™ -- in this case, specifically an
“audiovisual work™ -- and the “material objects” in which it may be embodied. The
infringing derivative work prepared by Movants is the Edited Motion Picture. The Filter File
is one of the “material objects” in which this infringing derivative work is embodied.

Thus, in the eyes of copyright law, there is no difference between the edited
version of a Studio’s motion picture contained on a single DVD prepared and sold by the
Mechanical Editing Parties and the Edited Motion Picture prepared by Movants in their own
offices and viewed when using the Filter File together with an authorized DVD containing a
Studio’s motion picture.* They are both infringing derivative works, i.e., modified
audiovisual works, based upon and that incorporate copyrighted material from the Studios’
motion pictures without the authority of the copyright owner.

Finally, this Court should disregard Movants’ continued efforts to obfuscate

the true issues presented by conflating concepts of contributory infringement with direct

* “Audiovisual works” are defined in the Copyright Act as: “works that consist of a series

of related images which are intrinsically intended to be shown by the use of machines, or devices
such as projectors, viewers, or electronic equipment, together with accompanying sounds, if any,
regardless of the nature of the material objects, such as films or tapes, in which the works are
embodied.” 17 U.S.C. § 101.

*  While the systems offered by Trilogy and Family Shield allow the user to select from

several different levels or categories of pre-programmed edits, this option does not in any way alter
the “permanency” of the different Edited Motion Pictures they create. These ratings-level “options”



infringement and by attempting to justify their infringement by focusing on what a consumer
may or may not do “in their own homes.” As the Studios made abundantly clear in their
pleadings in this action and before the Court, they are asserting solely claims of direct
infringement. It is not the consumer’s operation and use of the Electronic Editing Parties’
software or Filter Files that is at issue here.® Rather, it is Movants’ creation, distribution and
sale of edited versions of a Studio’s film — that are prepared before they ever make their way
to any consumers and that are “permanently embodied” in the Movants’ motion picture-
specific Filter Files -- that directly infringe the Studios” exclusive rights to prepare derivative

works under § 106(2) of the Copyright Act.

are the simple equivalent of providing viewers with several different edited versions of a motion
picture on a single or on multiple DVDs.

5 . . . . . . .
For this reason, the primary arguments and concerns raised in the brief of amicus curiae

Electronic Frontier Foundation (“EFF”) are entirely off-point. The Studios’ claims against the
Movants are not founded upon and do not concern public performance rights. The Studios object to
the Movants’ preparation and exploitation of infringing derivative works. Whether a user’s viewing
of an Edited Motion Picture in their own home constitutes a “private performance” is completely
irrelevant. A consumer who purchases off the street a pirated copy of a Studio’s film on DVD
likewise watches this pirated copy of the motion picture “in the privacy of his own home.” This too
constitutes a “private performance,” yet, no one could seriously argue that such a use by the
consumer means that the person who made and sold the pirated copy did not infringe the copyright
owner’s exclusive reproduction and distribution rights. The EFF’s remaining arguments, such as
those regarding the “balance” to be struck in copyright law, are meritless because they ignore that
Congress already addressed the “balance” of interests at issue here by providing that there is no
“fixation” requirement for infringing derivative works.



RESPONSE TO MOVANTS’ STATEMENT OF UNCONTROVERTED FACTS

ClearPlay, Inc.

1. ClearPlay prepares unauthorized edited versions of the Studios’ motion
pictures and then distributes them to their customers who can view them utilizing
ClearPlay’s “Filtering Application” software and motion picture-specific “Filter File,”
together with the corresponding motion picture DVD. See Zavin Decl. Ex. 7 (Deposition of
Matthew Jarman (hereinafter “Jarman Dep.”)) at 41:20 — 43:13, 65:19-22, 68:23 — 73:5.

2. ClearPlay is in the for-profit business of providing its subscribers with
unauthorized edited versions of major motion pictures with content that ClearPlay deems
objectionable edited out of the motion pictures. See Zavin Decl. Exs. 1-2, 8.

3. The “ClearPlay” mark is registered as to its services of “editing
objectionable content from DVDs” and its products: “computer software for use in filtering
objectionable content from movies on DVDs.” Zavin Decl. Ex. 2. ClearPlay markets itself
and its products as providing “Hollywood Movies without Sex, Profanity, and Violence,”
and advertises that it “Takes Sex, Violence and Profanity Out of Movies.” Zavin Decl. Exs.
9-10. ClearPlay was initially known as MovieCleaners, Inc. See Zavin Decl. Ex. 7 (Jarman
Dep.) at 22:9-15; Ex. 11 at CP-000027.

4. ClearPlay’s Filtering Application and Filter Files do not allow the user
to pre-designate what specific scenes or dialogue, if any, he or she wants to be edited out of a

particular motion picture. All of the edits contained in ClearPlay’s motion picture-specific



Filter Files are made and pre-determined by ClearPlay. See Zavin Decl. Ex. 7 (Jarman Dep.)
at 68:23 — 70:10, 88:16 — 89:5; Exs. 12-13.

5. ClearPlay first released its Filtering Application software to the public
in late 2001. Generally speaking, ClearPlay’s Filtering Application software communicates
with a DVD decoder, providing detailed navigation commands for the playback of a movie.
See Zavin Decl. Ex. 7 (Jarman Dep.) at 57:22 — 58:1, 60:10-13, 66:17 — 67:17.

6. As a motion picture DVD is being played through a DVD decoder,
ClearPlay’s Filtering Application and the corresponding Filter File instructs the decoder as to
the specific scenes and dialogue to play or to edit out (i.e. content is not retrieved), as well as
when the audio signal should be muted by setting the volume control to zero. See Zavin
Decl. Ex. 7 (Jarman Dep.) at 41:20 — 42:12, 66:17 — 67:17, 73:9 — 74:8, 174:1 — 175:18; Exs.
12-13.

ClearPiay’s Preparation and Distribution of Edited Motion Pictures

7. Clearplay’s Filter Files are expressly created to comport with a specific
DVD version of a motion picture (e.g. special, wide screen and full screen editions). The
Filter File defines the content of a specific motion picture to be muted or skipped. Thus, the
Filter File for one film cannot be used to view an edited version of another film. See Zavin
Decl. Ex. 7 (Jarman Dep.) at 72:8 — 73:5, 174:10-21; Ex. 14 atp. 11, 9§ 7.

8. To create a Filter File for a specific film, ClearPlay uses a proprietary
“Screening Application.” The Screening Application allows the ClearPlay editor to note

time codes for the beginning and end of the precise scenes and dialogue to be deleted during

10



playback. In addition, the Screening Application contains the ClearPlay editors’ comments
concerning the specific edits made. The Screening Application is not distributed to the
public. See Zavin Decl. Ex. 7 (Jarman Dep.) at 68:23 — 70:10, 77:14 — 78:9, 88:16 — 89:5,
109:10 - 111:3, 116:23 - 117:13, 118:13 — 119:23.

9. A ClearPlay employee watches the entire motion picture DVD throuch
the Screening Application software and designates the scenes and dialogue to be skippeii or
muted. On average, it takes ClearPlay twelve hours to review a motion picture and create a
ClearPlay Filter File. See Zavin Decl. Ex. 7 (Jarman Dep.) at 77:14 — 78:9, 79:14-24.

10.  ClearPlay has created Filter Files for over 300 movies, the vast
majority of which are the Studios’ copyrighted motion pictures. See Zavin Decl. Ex. 15.

11.  Filter Files are downloaded by consumers from ClearPlay’s Internet
web site at www.clearplay.com. Once at the appropriate page on the ClearPlay website, the
customer is required to provide certain identification information and to pay for a
subscription — $7.95/month, $79 annually, or $299 lifetime. Payment of the subscription fee
entitles the user to download to her computer: (a) a copy of the ClearPlay Filtering
Application; (b) copies of all currently available ClearPlay Filter Files; and (c) copies of
newly-created Filter Files as they are made available by ClearPlay during the subscription
period. See Zavin Decl. Ex. 7 (Jarman Dep.) at 60:14-25, 72:8 — 73:5; Ex. 16.

12. Because ClearPlay does not obtain authorization, permission or license

from the Studios to use their copyrighted works, ClearPlay benefits in the form of an

11






