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Judgment
Mr Justice Barling :
Introduction
1. There are before me a number of applications ieetlsets of proceedings which

have been ordered to be heard at the same ting ss fiability is concerned. In
all the proceedings the Claimant is the Footbalkoksgtion Premier League
Limited although one of the applications, which wa¢ in the event contested,
was to add two further claimants in each of theeghproceedings, namely
NetMed Hellas SA and MultiChoice Hellas SA. The itidd of these claimants
and certain other directions are recorded in aretated the 18 December 2007
sent by the solicitors for the Claimant to the gtirs for the Defendants. These
directions are agreed between the parties and haea incorporated in a
consent order. The parties did not suggest thaatlttion of these claimants
affected in any way the applications with whichm dealing. The directions in



ii)

the letter provide for a further PTR to be heldtloa earliest available date after
23 January 2007 (by which is meantJaBuary 2008).

The Defendants in the three sets of proceedingasafellows : in claim number
HC06C04418 they are; (1) QC Leisure (2) Mr Daviciirdson (“the QC
claim”); in claim number HCO7C00082 they are: (1Y Atation PLC (2) Mr
Malcolm Chamberlain (* the AV claim”); and in claimumber HC07C01749
they are: (1) Michael Madden (2) Sanjay Raval (3yviD Greenslade (4) S.R.
Leisure Limited (5) Phillip George Charles Hought@) Derek Owen (“ the
Madden claim”). For the purposes of the applicatidgrhas not been necessary
to distinguish between the three sets of proceedaorgoetween the respective
pleadings. Accordingly counsel in addressing menébi convenient to refer to
the pleadings in the QC claim alone, and | shatiphdhe same course in this
judgment.

The applications that remain effective before nee ar

The Claimant’s applications (in all three claimsy Summary judgment in
respect of that part of the Defendants’ defenced @ Article 81 of the EC
Treaty.

The Claimant’'s application (as an alternative t) ¢b stay the trial of the
Article 81 defence until further order.

Applications by the Defendants in the QC and AVimk for specific
disclosure. (There does not appear to be a comdspyp application in the
Madden claim. This may be because pursuant to tieroof Master
Moncaster dated the 6 December 2007 disclosuttei®QC and AV actions is
also to stand as disclosure on the Madden claim).

In the event there was no time to hear argumenth@mlisclosure application
and the parties agreed, with my blessing, that gfeuld be stood over to be
dealt with at the next PTR. This course had theitniteait this decision on the
summary judgment and stay applications would threeavailable.

For the sake of completeness | should add thatClaemant originally also

sought to strike out the paragraphs of the Defetstiafeadings which raised, or
related to, the Article 81 defence. However Mr Jamann QC appearing with
Mr Aidan Robertson and Ms Charlotte May for thei@knt informed me that
in view of the clarification of the Defendants’ easvhich had taken place
pursuant to an order of Briggs J made on the 1%ehhber 2007, the strike out
applications were no longer being pursued.

Summary judgment/stay

6.

As | have said the summary judgment and alternatiag applications are made
by the Claimant in each of the three actions anthersame grounds.

In summary it is submitted on behalf of the Claitfarstly that it is entitled to
summary judgment on the Defendants’ Article 81 dede(as clarified) because
in the light of the case law of the Court of Justi@and in particular two



decisions known a€oditel | (Case 62/7%oditel SA and Others v Ciné-Vog
Films SA and Othergl980] ECR 881) ancoditel Il (Case 262/8Toditel SA
and Others v Cine-Vog Films SA and Othidi382] ECR 3381)the defence in
question cannot as a matter of law succeed. Altiaig the Claimant submits
that if the Defendants are permitted to maintaie defence, the trial of that
issue should be stayed until after the trial of phiecipal copyright claims. No
evidence had been adduced in support of, or isteggie to, the applications.

Background

8.

The Claimant is the governing body of the assammafiootball competition
known as the Premier League. Its members are th&iteent football clubs of
the Premier League. On behalf of the Claimant gaamier League football
match is filmed and modified (to include commentagsaphics music etc) as
explained more fully in the Particulars of Claimhig process creates what is
known as “the World Feed” in which the Claimant @warious copyrights. The
Claimant enters into agreements with foreign braatirs for the rights to
broadcast live the World Feed supplied from thetéthiKingdom. In some
instances the foreign broadcasters may add comnyentaheir own language
before they make the broadcasts. Such broadcasisade by encrypted signals
via satellite, and the broadcasters supply deccateis to their paying customers
in their respective territories so as to enables¢houstomers to receive the
broadcasts. The foreign broadcasters are requiydtiebterms of their licence
agreement with the Claimant to undertake to procth@ no device is
knowingly authorised or enabled by or with theitreity or that of their sub-
licensees, distributors, agents employees etc o @ermit anyone to view in an
intelligible form any such transmission outsideittiparticular licensed territory.

| shall refer to the precise terms of this conwattprovision later, but it is
paraphrased in paragraph 20 of the Claimant’s gkel@gument as follows:

“Foreign broadcasters are prohibited from supplyimogn-UK
cards for use in the UK and none of their custonmes
authorised to view or receive broadcasts from withe UK.”

The Defendants in the QC and AV claims are impertend suppliers of
equipment to bars and public houses in the Unitedydom. It is the Claimant’'s
case that in the course of their business they bapelied pubs in the United
Kingdom with non-UK decoder cards sourced throughterfuge from Greece
in particular, but also from a variety of countrigghin and outside the EU, and
that they are not entitled to do so. The Claimam@sgon to assert that publicans
(i.e. the Defendants in the Madden claim) havehwlie knowledge and
authorisation of the QC and AV Defendants, beengiabon-UK decoder cards
in order to broadcast live Premier League foothedkches to the detriment of
the sale of decoder cards authorised for UK recapby the Claimant’s
licensees, with consequent loss of revenue to khien@nt. The Claimant asserts
that unlike UK decoder cards the non-UK cards emalders to watch live
football matches between 2.45pm and 5.15pm on &ayarcontrary to the
closed period for live football coverage requireg the sport’'s European
governing body UEFA as a safeguard for domesti¢b@lb match attendance.
The Claimant states that this has potential detrialeeffect on attendance,
ticket sales and revenues for the Claimant anchéber clubs.



10.

11.

12.

13.

14.

By the acts described above the Claimant claims tina Defendants have
imported, distributed and possessed for commepcighoses non-UK decoder
cards obtained from foreign broadcasters and dedignm adapted to enable
others to access premier league matches broadcadoreign television
channels or to circumvent conditional access tedgyo related to such
programmes when they are not entitled to do so tlaadsuch acts are contrary
to Sections 298 and 299 of the Copyright Desigré Ratents Act 1988 (“the
1988 Act”).

Sections 298 and 299 of the 1988 Act give the sididlder equivalent rights
and remedies as a copyright owner would have ipesof infringement of
copyright. Paraphrasing those sections, the holdérhe specific rights are
persons who charge for the reception of broadcestices or who send
encrypted transmissions or who provide conditi@takss services, in each case
from a place in the United Kingdom or another EU niber State. The
infringers are those who, without entitlement tosdo make, import, distribute,
sell, hire, or advertise, or who possess, instalhintain or replace for
commercial purposes any apparatus which enablesop®rto access the
programmes or other transmissions or to circumveonditional access
technology related to those problems or transmissio

In addition, the Claimant alleges what it calls attitional” copyright
infringement in respect of certain film, artistischmusical copyrights, claiming
that by the acts described above the Defendants &athorised and procured
others to copy without permission the copyright ksocomprised in the matches
screened in UK pubs. Mr Martin Howe QC, who with Mndrew Norris
appeared on behalf of the Defendants, took isstte twe epithet “traditional”,
asserting that in fact the infringement claim inegtion is highly novel and
speculative. He put this forward, in addition thetpoints, as a reason why the
present situation is not governed by @aditel cases to which | have referred. |
will return to this in due course.

The Defendants claim to be entitled in law to astaleged without the
authorisation of the Claimant or the relevant fgnebroadcaster, both by virtue
of the 1988 Act and also of certain provisions @ Bw, including EC Treaty
articles guaranteeing free movement of goods arwices. Another provision of
EC law relied upon by the Defendants is Articleddthe EC Treaty relating to
agreements or concerted practices between undegtakihich may affect trade
between Member States and which have the objectffect of restricting,
preventing or distorting competition within the cowwn market. Article 81 is
prayed in aid in response to both the infringendaim under Sections 298-9
and the *“traditional” copyright infringement claint is also deployed in
response to the Claimant’'s assertion that the edegfringements have caused
it loss of revenue. | should perhaps explain byi¢fle way these issues have
been pleaded by the parties.

Paragraph 41 of the Amended Particulars of ClaithénQC action states

“The Foreign Broadcasters are prohibited from syppl
SMART cards for use in the United Kingdom”.



15.

16.

17.

18.

The Claimant was asked for further particularshefprohibition referred to and
gave the following response in a document datedl2dch 2007:

“7. Under the terms of the license under which Bageign
Broadcasters received transmissions of the Matdnes
Premier League Productions each Foreign Broadcaster
(“Licensee”) is required to undertake that it sKallocure that
no device (including but not limited to any “smasrd” and
any decoding equipment which is necessary to deande
decrypt any such Transmission) shall be knowiagihorised
or enabled by or with the authority of the Licenseel/or any
Permitted Sub-Licensee and/or any distributor, agem
employee of the Licensee and/or any Permitted $tdnkee so
as to permit any person to view any such Transomssutside
the Territory[which Territory does not include the UKIh an
intelligible form” This form of wording is present in the
licence agreements... applicable to the “ART” camawd
“Nova” smart cards referred to in the statementsase to date.
Clauses to this effect are included in all relevamerseas
broadcasting agreements”

Further, in relation to the “traditional” infringeant claim, paragraphs 47 and 48
of the Amended Particulars of Claim assert thatGle@mant has not consented
to the dealings with the cards complained of, ahdt tsuch dealings are
unauthorised. Paragraph 49 alleges that thosendsdiave caused the Claimant
loss of revenue.

Paragraphs 17 and 18 of the Amended Defence iQ@action states:

“17. In so far as the prohibition alleged in thestfisentence of
paragraph 41 is based upon or the consequenceedragnts
between undertakings or concerted practices, suwhiljtion
has as its object or effect the prevention, resbrc or
distortion of competition within the common markedn
particular such prohibition purports to limit or rdool the
markets to which broadcasters are permitted to lguhir
broadcasting services and/or to supply decoderscaahtrary
to Article 81 (1) (b) EC.

18. The alleged prohibition is accordingly void acehnot be relied
upon as a basis for contending that the Defendantgtomers are not
entitled to receive the satellite broadcasts corexbr”

The Defendants provided further information abdus$ @llegation pursuant to
the order of Briggs J to which | have referred. sThlarification, dated 26
November 2007, states:

“1. The Defendants’ case under Article 81 EC ralaelely to
the prohibition on the Foreign Broadcasters whilpleaded
by the Claimant in the first sentence of paragraphof its
Particulars of Claim....and as further particularised



Responses 6 and 7 in its Further Information ResgoBerved
... on 21 March 2007.

2. The Defendants contend that the agreementseasied in
Response 7 between the Claimant and its Licensesad
territory... breach Article 81 in so far as they @ntor...
reflect the term pleaded in Response 7. Alternbtivibe
insertion of such terms into the said agreementtstitute a
network of agreements providing territorial protestfor each
Foreign Broadcaster constitutes a concerted peatticwvhich
the Claimant and its Licensees and sub-Licenseepaties.

3. The Defendants contend that steps taken to mmpie the
prohibition such as steps taken by Foreign Brodadrago
prevent the circulation or use of decoder cardsidattheir
respective territories or steps taken by the Clatnta induce
the Foreign Broadcasters to take such steps, arerttawful
consequences of the above pleaded breach of AsticieC. ”

19. This defence is also raised in paragraph 21 inctivgext of the “traditional”
copyright infringement claim and paragraph 22 (&stitence) in response to the
assertion that damages have been suffered.

20. Itis to these paragraphs of the Amended Deferamaety paragraphs 17, 18, 21
and 22 (part), together with the Further Informataf the 26 November 2007,
that the Claimant’s application for summary judgin@nstay is directed.

Summary Judgment

21. As | have said, neither side has adduced any es@@m support of or in
resistance to the application for summary judgmehich is made under CPR
rule 24.2. Mr Flynn, for the Claimant, emphasisedilee outset of his oral
submissions that the application did not turn oy msue of fact and that it
raised only a question of law.

22. CPR rule 24.2, so far as relevant, provides

“24.2 The court may give summary judgment against a
....defendant on the whole of a claim or on a paldicissue if-

(a) it considers that -
)

i) that defendant has no real prospect of successfully
defending the claim or issue; and

(b) there is no other compelling reason why thee aaisissue should be
disposed of at a trial.



23.

24.

25.

26.

The principles to be derived from that provisiorddom a number of other
sources were conveniently summarised by Sir Andveritt V-C (as he then
was) inCelador Productions Limited v Melvill2004] EWHC 2362 (CH), at
paragraphs 6 and 7 as follows:

“From these sources | derive the following elementa
propositions:

€)) It is for the applicant for summary judgment to
demonstrate that the respondent has no real prospec
success in his claim or defence as the case may be;

(b) a “real” prospect of success is one which is mbent
fanciful or merely arguable;

(c) if it is clear beyond question that the responasahtnot
be able at trial to establish the facts on whichrdies
then his prospects of success are not real; but

(d)  the court is not entitled on an application for swany
judgment to conduct a trial on documents without
disclosure or cross-examination.”

That summary of applicable principles was approwedhe Court of Appeal in
Doncaster Pharmaceuticals Group Limited and others The Bolton
PharmaceuticalCompany 100 LimitefP006] EWCA Civ 661 (see paragraph 4
of the judgment of Mummery LJ). Both Mr Flynn andr Mowe accept that
these are the principles | should apply here.

Mr Flynn submits that the Article 81 defence has@al prospect of success at
trial as a matter of law, and can safely be decidete Claimant’s favour now.
For that proposition he relies on the Court of idesjudgment inCoditel Il
submitting:

(1) that that judgment makes it clear that exclusiveitteial licences of
copyright in broadcasts do not offend Article 81rbgson of their territorial
exclusivity; and

(2) that the licence arrangements between the Claiar@hforeign broadcasters
are akin to the licence which was the subject af indgment.

Mr Howe, in response, makes two main submissioimst Re submits that the
circumstances of the present case are different tftmse inCoditel Il with the
result that that case does not govern the podit@ya. Secondly even @oditel

Il would otherwise be applicable here, that decigamw 25 years old and the
legal, regulatory and commercial contexts relatingsatellite broadcasting
within the EU have moved on and are still develgpsuch that it is far from
certain that the Court of Justice would reach thees conclusion today. Mr
Howe states that when all relevant facts have lieend it is the Defendants’
intention to seek an Article 234 reference to tleai€ of Justice both in relation
to the Article 81 issue and also in relation totaierother questions of EC law



27.

28.

29.

30.

upon which the Defendants rely by way of defenceh® claims, including
points concerning free movement rights. (See fangde paragraphs 16(b)to (i)
of the QC defence.)

These other questions of EC law are not the sulbjeeny application by the
Claimant for summary judgment or stay, and willrédfere presumably go to
trial.

SinceCoditel Il is fundamental to this application for summarygoent- it is
claimed to be, in effect, a knodut blow so far as the Article 81 defence is
concerned — | should deal with tbeditel cases in a little detail.

Coditel ran a cable television service in Belgiurhickh picked up television
broadcasts from other Member States and then sgppiiose broadcasts to
Coditel's subscribers by cable diffusion. A Germgelevision company
broadcast a film, “Le Boucher”. Coditel picked ugistbroadcast over the border
in Belgium and supplied it by cable to its subserth The exclusive licensee of
the copyright in “Le Boucher” in Belgium was Ciné¥ who successfully sued
Coditel for breach of copyright. Coditel appealed #he Belgian Cour d’Appel
made a reference for a preliminary ruling to theuoof Justice asking
questions about the impact of the Community ruddating to free movement of
services contained in what is now Article 49. kritling Coditel |) the Court
of Justice considered that the questions referyethé Cour d’Appel amounted
to whether an assignment of copyright limited te t#rritory of a Member State
is capable of constituting a restriction on freedorprovide services. The Court
held:

“The provisions of the Treaty relating to the freadto provide
services do not preclude an assignee of the perigrnight in
a cinematographic film in a Member State from mjyupon
his right to prohibit the exhibition of that filmithat State,
without his authority, by means of cable diffusidrthe film so
exhibited is picked up and transmitted after bdingadcast in
another Member State by a third party with the eoh®f the
original owner of the right”

In the course of its judgment the Court distingatsibetween the category of
literary and artistic works made available to thél by performances, and the
category of such works where the publication ig@sable from the circulation
of the material form of the works such as bookeecords. The Court stated that
Community law impacted differently on the two categs. In regard to the
former the right of the copyright holder and hishsees to require fees for any
showing of a film was part of the essential funetaf copyright in this type of
work. Further, the exploitation of such copyrigbuél not be regulated without
regard to the possibility of television broadcastsuch film. (See paragraphs
12 to 14 of the Judgment.) The Court went on sagraph 16:

“The effect of this is that, whilst copyright ergathe right to
demand fees for any showing or performance, thesraf the
Treaty cannot in principle constitute an obstacte the
geographical limits which the parties to a contrauit



31.

32.

33.

34.

assignment have agreed upon in order to proteautieor and
his assigns in this regard. The mere fact thatetlgeographical
limits may coincide with national frontiers doest point to a
different solution in a situation where televisisrorganised in
the Member State largely on the basis of legal drasting
monopolies, which indicates that a limitation othliban the
geographical field of application of an assignmentoften
impracticable. ”

Mr Howe referred to the last sentence of that payaig as indicating that even
in relation to free movement rights the Court o$tihe may well now wish to
reconsider the situation where films are licensgdréference to a series of
exclusive assignments of copyright within natiobaundaries, in the light of
developments in the market and regulatory systems.

In a passage to which the Claimant drew my attarAidvocate General Warner
in his Opinion inCoditel | pointed out that, save in certain exceptional €athe
right to authorise a broadcast and the right tt\@ige its cable diffusion were
regarded under the laws of Member States as sep#nat being so, it could not
be right for Community law to deny the owner of gexforming right the power
to authorise or forbid the cable diffusion of a dmtoast of the work. (See page
879 of the report.)

Mr Howe however submitted that this was one of ithportant differences
between theCoditel position and the position here: he argued thathé t
Defendants were piping the Greek broadcasts to taile customers in the
United Kingdom then the position would be the saamein Coditel and there
would probably be a breach of the UK copyright leolsl rights, as there would
be a separate broadcast when the material is ddftlsough the cable by virtue
of s.6 of the 1988 Act. In the present case, bytrest there is only one
broadcast the one from Greecethe reception and showing of which to an
audience who have not paid does not constitutefaimgement under national
copyright law.Coditel I therefore does not apply.

Pending the Court of Justice’s ruling@oditel |, Coditel appealed to the Cour
de Cassation against the Cour d’Appel’'s decisiontoaefer any question on

the potential applicability of Article 81, and tl@our de Cassation made a
reference on that issue to the Court of Justice. Tburt, having referred to its

judgment inCoditel |, stated that:

“9. The question essentially seeks to ascertainptstion, in
relation to prohibitions contained in Article [8&f the Treaty,
of a contract whereby the owner of a copyright iilma grants
the exclusive right to exhibit that film within therritory of a
Member State and for a specified period. .......

15....the mere fact that the owner of a copyrigh& ifilm has
granted to a sole licensee the exclusive righitobat that film
in the territory of a Member State and, conseqyenib
prohibit, during a specified period, its showingdiiers, is not
sufficient to justify the finding that such a caatt must be



35.

36.

37.

regarded as the purpose, the means or the resulinof
agreement, decision or concerted practice prokibiig the
Treaty.

16. The characteristics of the cinematographic strguand of
its market in the Community, especially those meatto
dubbing and subtitling for the benefit of differel@nguage
groups, to the possibilities of television broadcasd to the
system of financing cinematographic production iardpe
serve to show that an exclusive exhibition licemseaot, in
itself, such as to prevent, restrict or distort peiition.

17. Although copyright in a film and the right deng from it,
namely that of exhibiting the film, are not, thered, as such
subject to the prohibition contained in Article [8the exercise
of those rights may, none the less, come within sh&l
prohibitions where there are economic or legaluitstances
the effect of which is to restrict film distributioto an
appreciable degree or to distort competition, ore th
cinematographic market, regard being had to thecispe
characteristics of that market. ”

As to the last paragraph cited above, Mr Howe m#id that the Defendants
were not seeking to rely upon the existence of éoteconomic or legal
circumstances” in support of the alleged breacArtitle 81. The Defendants’
case in relation to Article 81 is solely based lo& tontractual provisions in the
licence agreements with the foreign broadcastelmsd& are the provisions
which Mr Flynn submits are governed by the decisiorCoditel Il so as to

preclude any real prospect of the Defendants sdaugen this point.

Mr Flynn submitted that on the basis of that casel in particular paragraph 15
of the judgment, there is nothing objectionableaasatter of competition law
about a licence provision such as that in questidre same patchwork of
territorial licences exist here as existecCioditel I (See page 3388 of the report
of that judgment). Mr Flynn referred me to the pagsfrom Advocate General
Warner’s Opinion inCoditel | (above) and submitted that the learned Advocate
General's statement there was predicated on thsteexe of territorial
restrictions on licensees. Mr Flynn also cited aropean Commission
orientation paper dated May 1998 in which the autbaidentified) sets out an
interpretation of the effect @@oditel Il which Mr Flynn adopts. The passage in
guestion states:

“In the Coditel Il decision, the ECJ held that exsiVe licences
of performing rights did not per se infringe Ar&ac85 (1), even
though they conferred absolute territorial protactand might
prevent transmission into a neighbouring State.”

Finally Mr Flynn referred to a Commission Decisioh the 22 March 2006
relating to a proceeding pursuant to Article 81hef EC Treaty (Case COMP/C
- 2/38.173: joint selling of the media rights to th& Premier League). This
decision was addressed to the Claimant and relatdwrizontal joint selling



38.

39.

40.

41.

arrangements between the football clubs in the Rrebreague in respect of
exploitation in the UK of media rights relating neatches. Mr Flynn told me
that in the course of the investigation leading tp that decision the
Commission had seen the agreements with foreigadeoasters and had every
opportunity to object but did not. Further he pethtout that the Commission
raised no objection generally to the licensinguafrsrights on a national basis.

I incline to the view that the Claimant places maeght onCoditel 1l than it
can bear. The scope of the judgment in that casenaaow, being restricted to
“the mere fact” of the grant to a licensee of esgila rights in a particular
territory. The contractual provision with which ware concerned does not
consist merely of a grant of such exclusive rightdeed the clause in question
is not granting any right at all: on the contrang fprovision appears to impose
certain obligations upon the foreign broadcastaamely to undertake to
“procure” that non- UK decoder cards are not authorised or enablethby
licensee or any sub-licensee or distributor, ageremployee of such persons,
S0 as to enable anyone to view the foreign broaeicasransmission outside the
latter’s territory. In other words, foreign liceeseare apparently required to
prevent use of the decoder cards outside theindiee territory.

The Court of Justice i€oditel Il was not dealing with the impact (if any) of
Article 81 on such a clause. It was dealing wité itmpact of Article 81 on the
“mere” grant of an exclusive licence for the tamjt of a Member State. The
difference may well be significant: the mere grahtin exclusive licence for a
territory does not necessarily imply any obligatmmthe licensee to take steps
to obstruct the export of decoder cards or thetbseeof outside the territory.
The normal attribute of an exclusive licence fqraaticular territory is that the
licensor is precluded from licensing anyone elsghiwithe territory in question,
and, possibly, that the licensee may be able tdhesécensed rights to exclude
others from exploiting within the territory. In dar as the clause here provides
for other obligations it does not seem to me tedelearly covered bgoditel

Il.

Mr Howe, in the course of his oral submission, saug distinguishCoditel Il

in further respects. In particular he argued thaéngas th&€oditel cases were
dealing with copyright consisting in a performiright, in the present case the
decoder cards are much closer to books or recesss though they do not
contain the film they are in the nature of a “kegVvering the whole channel for
a period of time. The essential function of theatksy card right was to protect
the revenue of the broadcaster, and this functias twilfilled irrespective of
where the card was used to view the match. He drtheg these issues raised
policy questions which only the Court of Justicauldoresolve. Mr Flynn, in
response to this point, submitted that the card mash more in the nature of a
ticket to a performance.

The significance of the Defendants’ argument ins théspect is that the
Community law principles of exhaustion of rights nattedly operates
differently depending on whether the copyright irestion is in the nature of a
performing right or of a copyright in a tangibléject such as a book or a
record. (See paragraphs 12 to 16 of the judgmettieoCourt inCoditel | and
paragraphs 11 to 14 of the judgmenCaditel 1) The judgment in relation to
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46.

Article 81 inCoditel Il was predicated on the fact that the copyrightuaggion
consisted in a performing right.

Mr Howe asserted a further distinction between pnesent case and the
circumstances in th€oditel cases. It is the one to which | have already reter
namely that inCoditel there were two separate broadcasts: one by sateiid
one by Coditel when they relayed the satellite doaat over their own cable
system.

Finally, in relation taCoditel Il Mr Howe referred to the decision of the Court of
Justice in Case 258/7Rungesser and Another v EC Commissj283] 1
CMLR 278, a case involving plant breeders’ rightsthat case the Court drew a
distinction between a so-called “open” exclusiweetice (which does no more
than prevent the licensor from licensing othershia territory and from itself
exploiting the subject-matter of the rights in ttegritory) and an exclusive
licence where absolute territorial protection isenmded to be achieved on the
territory by the exclusion of parallel imports. €Se particular paragraph 53 of
the judgment.) The Court referred in particular a&oclause in the contract
whereby the licensor promised that it and its otlieensees would do
everything in their power to prevent the exportleég product in question into
the territory. Only the “open” exclusive licencaargements were held to be
outside Article 81.

Mr Howe submitted that the licensing arrangementsféreign broadcasters
relied upon by the Claimant in the present casevarg different from the
contractual arrangements with which the Court veergcerned ilNungesserin
the case of a football match broadcast there isjuestion of the broadcaster
needing to put investment into establishing a neadpct on the market, in
contrast to the position where new varieties ofitdaare involved; there is no
reason to suppose that lack of exclusivity wouldedea broadcaster from
broadcasting a popular sporting event such asraigréeague football match or
that a broadcaster needs exclusivity in orderveshin developing a market for
such a broadcast; further the Claimant’s contracts not “open” exclusive
licences of the kind approved by the Court of destThey are closed licences
which seek to create absolute territorial protectontrary to the principles of
the common market by trying to prevent broadcadters responding to even
“passive” orders received from outside their resipecterritories or parallel
traders from supplying parallel imports of decockds. It follows, according to
Mr Howe, that the contractual obligations reliedngy the Claimant as part of
its case are in breach of Article 81.

Mr Flynn’s response to this was, understandablyth®o effect thalNungesser
was not applicable to a case such as the preserdlving as it did plant
breeders’ rights rather than performing rights, #vad the latter are governed by
Coditel L.

As | have said, | incline to the view th@bditel Il does not provide the answer
to this case. Ultimately this will be for the trigildge to decide in the light of
fuller argument and conceivably following a refererto the Court of Justice
under Article 234; at this interlocutory stage thlaimant has not satisfied me
that Mr Howe’s arguments have no real prospectugteass. | do not know
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whether or not ultimately they will be successtulit his submissions are not
fanciful or outlandish. Nor do | consider them ®rberely arguable. They seem
to me to have some foreeenough to satisfy the test in CPR rule 24.2.

Neither the Commission’s orientation paper of 1988 its decision in respect
of the Claimant’s horizontal joint selling arrangemts have persuaded me that
summary judgment on the Article 81 defence canhoulksl be given here. The
first is simply an unidentified official's interptaion of Coditel Il, expressed in
somewhat speculative terms. The second is of egsrklevance: it is said that
the Commission raised no objection to the foreigrerise agreements in
question nor to the sale of rights on a nationalddut it is not suggested that
the agreements, let alone the clause in issuesiprisent case were the subject
of the Commission’s investigation which led to tkhacision. Indeed it appears
they were not.

In the light of the conclusions | have reachedalation to the applicability of
the Coditel 1l judgment upon which the Claimant’s application bastred, it is
unnecessary for me to deal at length with Mr Hovee'sond line of argument to
the effect that even iCoditel Il were in point, certain legal and regulatory
developments make it likely that the Court of Jiestivould wish to reconsider
its decision.

In summary Mr Howe submitted that the legislativackground has changed
since theCoditel cases by reason of certain initiatives designeaptn up what
he referred to as a single audiovisual space withenEU. As a result of these
initiatives and in contrast to the position 25 weago, the barriers to cross-
border satellite broadcasting have been almostliytoiminated. These
changes, he argued, have significantly altered inygact of EC law upon
contractual arrangements of the kind with whichaxe concerned, ardoditel

Il would be likely to be decided differently wereatarise now.

Mr Howe identified three legislative measures.

Council Directive 89/552/EE®Gf 3 October 1989 on the co-ordination of certain
provisions laid down by law, regulation or admirasive action in Member
States concerning the pursuit of television brostieg activities (OJ No L 298/
23 of 17 October 1989, as amended.) The so-cakéeliBion Without Frontiers
Directive provides for a harmonised system of hamentry regulation of the
content of broadcasts so that cross-border broidgaould take place without
falling foul of regulatory laws in the country cfaeption.

Council Directive 93/83/EEMf 27 September 1993 on the coordination of
certain rules concerning copyright and rights netato copyright applicable to
satellite broadcasting and cable retransmissiod NO L248/15 of 6 October
1993.) The purpose of this directive is describgetbliows in the Commission’s
report COM (2002) 430 final 26.07.2002 dealing withimplementation:

“The object of the Directive with the definition dfe notion of
communication to the public by satellite at Comnyrevel

was to put an end to the legal uncertainty regarthe rights to
be acquired, by specifying the place where the aft
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communication occurs and the copyright legislaapplicable
to contractual relations regarding the transferrights.The
applicable law is that of the Member State in whitte
programme-carrying signals are transmitted; its liegfion
extends beyond national borders into the MembeteSta
which the signals are received ... This principle idsothe
cumulative application of several national legislas of the
various Member States covered by the footprint....”

The Commission go on to state that the practicérafsferring broadcasting
rights on a national basis runs counter to thecjpia of the directive which is
to enable the entire footprint to be the basistler transfer of such rights. Mr
Howe submitted in the light of this directive thatis not an infringement of
copyright in Member State B to receive a broaddemin Member State A
because the act of communication to the publicesnted to take place solely
within Member State A. This, he said, changes tbsitipn of the exclusive
licensee from that in which he found himself in heditel cases. He cited the
Court of Justice’s ruling in Case C-293B8eda v Hoas§2000] ECR 1-629 as
confirming that interpretation. He submitted tha tontractual provision in the
licence agreement in the present case is being tsedbstruct the free
movement rights afforded by these directives teeikess of broadcasts made
from other Member States. He also referred to 8eci2 of the 1988 Act as
providing that the showing of broadcasts to nonipmyaudiences does not
infringe copyright in any sound recording or filnThis, he said, was a

distinction from Coditel | and was the reason the Claimant was driven to

advance a claim for “traditional” infringement obmyright. Such “partial” or
“technical” infringements as the Claimant has atkgre not, he argued, within
the scope of the “essential function” of the coghtj unlike the infringement
involved in theCoditel cases. In so far as the contractual prohibitioguastion
was being used in support of those “technical’ingements, Article 81 was
engaged.

Directive 98/84/EC of the European Parliament anidtiee Councilof 20
November 1998 on the legal protection of servicased on, or consisting of,
conditional access (OJ No L320/54 of 28 Novemb&819Mr Howe submitted
that the main purpose of the Conditional Accesse@®ive was to remove
obstacles to cross-border broadcasting and to rdwee dirculation of decoder
cards by harmonising the level of protection forveees based on conditional
access devices. He referred in particular to Agt®(2) of the Directive which
provides:

“Without prejudice to paragraph 1 Member States maty

(a) restrict the provision of protected services, moagted
services, which originated in another Member State

(b)  restrict the freedom of movement of conditional essc
devices;

for reasons falling within the field coordinated kpis
Directive”
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He submitted that the directive recognised a distn between decoders
marketed with the consent of the encryptor and ghmsrketed without the

encryptor’s consent. Circulation of the latter oot the former could lawfully

be restricted. He argued that in its claims base&ection 298 of the 1988 Act
the Claimant was using the contractual prohibitiorthe licence as part of a
barrier against free movement of cross-border brastthg and cross-border
trade in decoder cards, contrary to the principles enshrined in Section 298
as amended in the light of the directive.

In addition to these arguments Mr Howe also retetoecertain factual changes
in the European broadcasting markets which he lsaititaken place over the
last 25 years or so.

Mr Flynn for the Claimant addressed me briefly ¢vese points in his oral
submissions. In relation to Directive 93/83 he nefd me to recitals 15 and 16
as showing that the underlying basis of the divectivas supportive of
contractual freedom and was not inimical to contrakcprohibitions such as
those in issue. As for Directive 98/84 he submititest nothing turned on this:
the prohibition on restriction of free movementcoihditional access devices in
Article 3(2) relied upon by the Defendants was withprejudice to paragraph 1
of that Article, which cross-referred to Articlesatid 5 of the directive and the
requirement on Member States to take measuressaddiicit devices” which
give unauthorised access to protected servicesafiguenent, as | understood it,
was that decoder cards originating in Greece aed urs the United Kingdom
constituted such devices. In essence his submis&snthat there was nothing
in the legislative material relied upon by Mr Howehich rendered the
contractual prohibition in question objectionable.

It seems likely that the legislation identified bjr Howe will need to be
examined closely. It is not fanciful to argue ttiadse provisions have a bearing
upon the infringement claims brought by the Claitneumether in relation to the
interpretation of certain key provisions of natibnapyright legislation and/or
in relation to the Defendants’ arguments based henftee movement rights
guaranteed by Community law, which are not the extthypf these applications
for summary judgment or stay. As for the impaciny of that legislation on the
competition law defence, even the parties’ ineWtadbbreviated rehearsal of
their arguments on these points in the courseisfapplication is sufficient to
indicate that there is substance in Mr Howe’s sgision that the legislative
landscape in this area has changed materially Sindéel 1.

Therefore the Community legislation relied upontly Defendants fortifies me
in the conclusion that the Article 81 defence ikg@itimate subject for a trial,
and that the application for summary judgment sthavel rejected.

Alternative Application for a Stay

60.

There remains the Claimant’s alternative applicatimat the Article 81 defence
be stayed. The Claimant seeks a stay until afeetrthl of the remainder of the
issues involved in these claims, on the basisribgiurpose would be served in
trying the competition law defence until the out@wf those other issues is
known. The Claimant argues that it is necessasy fo determine whether (as



61.

i)

62.

63.

64.

65.

66.

the Claimant contends) the prohibition in relatimnthe supply of non-UK
decoder cards for use in the UK contained in tloen$ée agreement is a
legitimate exercise of its right under the 1988. Amly when that is determined
will it be appropriate to consider whether the phbgion infringes Article 81
and is void.

In support of the stay application the Claimanerefto a decision of the Court
of Appeal inintel v VIA[2003] UKCLR 106 approving a decision of Jacolas (
he then was). There the learned judge had ordemdirt competition issues to
be tried after issues relating to the validity anfiingement of a number of
patents. The competition issues were in summary:

Whether the bringing of the patent infringementicad represented an
unlawful attempt by the patent holder to compeldb&ndant to enter into an
agreement which would be contrary to Article 81 /andvas abuse of a
dominant position under Article 82.

Whether the refusal to grant the defendant a pdieanhce on lawful or
reasonable terms was an abuse of a dominant postiatrary to Article 82.

In relation to these defences Sir Andrew MorritC\said:

“The issues in relation to Articles 81 and 82 oalyse if the
patents in suit are both valid and infringed. Asthtage it is
impossible to say whether any and if so which ckaimany of
them is both valid and infringed. Until it has bedgtermined
that at least one of them is, the issues relatniyticles 81 and
82 are hypothetical. Moreover unless and until as fbeen
determined which claims in the patents in suit eaéd the
extent to which any of the patents in suit is cdpabf
restricting competition and therefore capable ofng rise to
infringements of Articles 81 and 82 is uncertain. ”

Finally Mr Flynn suggested that although the scopdhe competition law
defence was now clearer in the light of the cleaifion provided by the
Defendants, it might still involve factual issuesdait was possible that the
period allocated for the trial might be insufficieo accommodate the trial of
this defence.

The latter point was resolved during the hearinigtgeme when enquiries were
made of the listing office. It was confirmed thhetcase is currently floating

from April 14 and that even if the trial were to éetended by as much as six
days beyond the present time estimate, this woatcffect that listing.

| agree with Mr Howe that it would not be appropeido stay the trial of the
competition defence.

The competition issues are not the only questidris®law which are involved

in these claims. As we have seen, free movemegbodls and services issues
are also raised and are proceeding to trial. Cbeitel cases themselves provide
a cautionary tale as to the risks of dealing witliocte 81 and free movement
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issues separately where both are raised in the sase In that litigation it

resulted in two separate references to the Coudusfice. Such a risk could
arise here. The Defendants have indicated than ajppropriate stage it is their
intention to seek a reference for a preliminarynguinder Article 234 in respect
of the EC issues which they have raised. Nor waulte wise to discount the
possibility that such a reference will need to kedmat some point. In my view
the possibility is a distinct one. In those circtanses it would be undesirable
to decouple some of the EC issues from the otl&reh a course might well
lead to further expense and to delay in the ul@énmasolution of the claims.

Further Mr Howe submits, and it appears to be #eecthat the infringement
claims and the Article 81 issue are linked in ttie validity of the pleaded
contractual prohibition is a necessary part of@t@mant’s argument in relation
to both the copyright and the decoder card rigaints. For example Mr Howe
asserted, and Mr Flynn did not demur, that in i@tato the alleged Section 298
infringement the Claimant needs to show that theoder cards were not
authorised for reception in the UK, and therebyaee “illicit” devices under

the Conditional Access Directive.

As to thelntel case relied upon by the Claimant, | do not consitiat this
provides support for a stay here. Matters such stayaor a split trial constitute
case management, and each case must be considdtesdwn facts in the light
of the overriding objective of dealing with casestly. In any event the position
was different inIintel. The competition law defences there were more- free
standing in nature in that the patent holder was there relying upon a
contractual provision as an integral part of ithingement action. Rather the
defendant was objecting to the terms of a dradnée agreement which had not
yet been entered into, and was alleging abusedofranant position by virtue of
the patent holder’s refusal to license the defendacept on those terms, which
were said to be unlawful. Moreover, in that casgdahwere issues of validity of
the patents which first needed to be determinedallyi there appeared to be
very little if any risk that points suitable forfeeence to the Court of Justice
under Article 234 of the Treaty might be separdted different parts of the
litigation.

As for the suggestion at paragraph 58 of the Claiimakeleton argument that
the Article 81 issues would introduce a need farsiderable factual evidence
which could lead to overrun of the trial, this wdisputed by Mr Howe, and any
risk of overrun can be dealt with by appropriatgiatinent of the time estimate
for trial, there being available capacity in thievant period, as | have said.

Finally Mr Howe argues that hiving off the Artic&L issues to a separate trial
will expose the parties to the risk of significemtra cost and delay if the second
part of the trial were to proceed. He says tha¢mgithe asymmetry between the
depth of the Claimant’s and the depth of his cliergspective pockets, this is a
further factor militating against a stay. | see sdorce in this point too.

For these reasons | also refuse the Claimant'sicgpioin for a stay of the
competition law defence.



