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MR. JUSTICE KITCHIN :

Introduction

1.

These three actions concern the use of foreignddecoards in the UK to access
foreign transmissions of live Premier League fobbtbmatches. The claimants
complain that the dealing in and use of such cardise UK involves an infringement
of their rights under s.298 of the Copyright Desigand Patents Act 1988, as
amended, (“the CDPA”) and of the copyrights in vas artistic and musical works,
films and sound recordings embodied in the Pretmague match coverage.

The Premier League is the leading professionalbfalibtleague competition for
football clubs in England. The first claimant (“FRP is the vehicle through which
the 20 Premier League clubs operate the competiianh of those clubs owns one
share in FAPL.

FAPL'’s activities include organising the filming ¢fremier League matches and
licensing the rights to broadcast them. The exctusights to broadcast the live

matches are divided territorially and by three-yeeams. The evidence in the actions
before me relates to live broadcasts for the tévah ¢overed the 2004/5, 2005/6 and
2006/7 seasons. However, the claimants seek melieSpect of future seasons too.

Licensees of live broadcasts are permitted to mens$e their rights, and the claims in
these actions relate to live satellite transmissimade by sub-licensees in Greece, the
Middle East and North Africa.

In Greece, the sub-licensee was (and remains) ebend claimant (“NetMed”).
Matches are broadcast on “SuperSport” channel©i®@iNOVA” platform, which is
owned and operated by the third claimant. The sge@wa third claimants are under
the same ultimate ownership, and are collectivefgrred to as “NOVA”. Reception
of SuperSport channels is enabled by a NOVA stdeliecoder card.

In the Middle East and North Africa, the sub-liceasvas (but is no longer) a holding
company called Arab Media Corporation (“AMC”). Mh&s were broadcast on
channels produced by Arab Radio and Television NEKW'ART"), a subsidiary of
AMC, and transmission of the signals was handledrmther AMC subsidiary called
Jordan Media City (“JMC”). Reception of ART spoctgannels is enabled by an ART
or “Arabesque” (collectively “ART”) satellite decedcard.

In the UK, the exclusive licensee for UK live breadts was (and remains) BSkyB
Ltd (“Sky”).

The claimants say that the practice of licensingrtspbroadcast rights on a territorial
basis is both justifiable and well established. Idoer, it is seriously threatened by
the activities of those who deal in foreign decocleds. In summary, if a pub or a bar
in the UK wishes to screen English Premier Leagquebiall, the publican can at
present take one of two routes. He can take oonanercial subscription from Sky,
which costs several thousands of pounds a yeaendiépg on the size of the pub or
bar; or he can buy a cheaper foreign decoder catdlacoder box, possibly intended
for domestic use, from an unauthorised dealer. &ample, NOVA cards and
ancillary equipment can be acquired for about £&09ear. The effect of these
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10.

11.

12.

13.

activities is, say the claimants, extremely seriolisey undermine the exclusivity,
and hence the value, of the rights licensed in pagicular territory. Whichever
broadcaster sells the cheapest decoder cards ég®téntial to become, in practice,
the EU wide broadcaster with the result that braatiaghts in the EU will have to be
licensed on an EU wide basis. This will result isemious loss of revenue both to the
FAPL and other broadcasters and so undermine hueility of the services they
provide.

Consequently the claimants have brought what theyas three test cases. Two of the
actions are brought against suppliers of equipraadtsatellite decoder cards to pubs
and bars, which enable the reception of non-Sksilgatchannels (including NOVA
or ART channels) that carry live Premier Leagueain@s. The third action is against
licensees or operators of four pubs that have shioxenPremier League matches
broadcast on ART channels.

More specifically, the defendants in the first antiHC06C04418) are QC Leisure
and Mr David Richardson. It has become clear thatl@isure is in fact the trading

name of Mr Richardson. He is a supplier of sagkéitjuipment and decoder cards,
including both NOVA cards from 2006 and ART cardsni 2004 to about February
2007.

The defendants in the second action (HCO7C000& A& Station PLC (“AV”) and
Mr Malcolm Chamberlain, its sole director. AV sujgpl NOVA decoder cards from
June 2005 to February 2007 but has never tradd&indecoder cards.

The third action (the “Madden” action) (HCO7C01748Iates to four pubs:

i) “The Pig & Whistle”, of which the first defendari¥lichael Madden, is the
licensee.
i) “Earls”, which involves the second to fourth defants. The owner of Earls is

the fourth defendant, S.R.Leisure Ltd (“SR”). Tleeand defendant, Sanjay
Raval, is the sole director of SR. The third detarid David Greenslade, is
employed as Earls’ manager and licensee, but #imahts indicated during
the course of the trial that the claim is no longersued against him.

iii) “The Crabtree Inn”, of which the fifth defendanthikp Houghton, is the
licensee.

iv) “London House”, of which the sixth defendant, Def®ken, is the licensee.

At each of these pubs, screening of live Premiemgue matches using an ART
decoder card is admitted.

In these circumstances the claimants say the daféschave infringed their rights
under s.298 of the CDPA by trading in or, in theeaf the Madden defendants,
being in possession for commercial purposes ofdkacoards designed or adapted to
give access to their services without authorisatiurther, the claimants contend the
Madden defendants have infringed their copyrightsreating copies of the works in
the internal operation of the satellite decoder lapdlisplaying the works on screen,
in each case contrary to s.17 of the CDPA, by perifag, playing or showing the
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14.

15.

works in public contrary to s.19 and by communitgtihe works to the public
contrary to s.20; moreover, the AV and QC deferglaawve infringed the claimants’
copyrights by authorising these acts by the Madtsandants and by others to whom
they have supplied decoder cards.

The defendants respond that the claim is whollyconseived. They submit this is not
a case about pirate decoder cards because alattie in issue have been issued and
placed upon the market by the relevant satelliGatbcaster. Rather, they say, the case
is about cross-border trade in lawful decoder casdged by the relevant satellite
broadcaster and the cross-border reception of bestihg services within the
European single market. They argue that broadsaster programme content
providers have no right to interfere with crosse®srreception in an effort to divide
the single market into differentially priced zore®d to restrict competition between
FAPL'’s licensees.

As will be seen, the contentions of the partiegine a consideration of a number of
provisions of Community law:

i) Council Directive 89/552/EEC of 3 October 1989,amsended by Directive
97/36/EC, on the coordination of certain provisiolagd down by law,
regulation or administrative action in Member Statencerning the pursuit of
television broadcasting activities (the TV Withderontiers Directive). This
abolishes regulatory barriers to cross-border brastihg by establishing a
system in which broadcasts are regulated in the eh@ountry of the
broadcaster and in that country only.

1)) Council Directive 93/83/EEC of 27 September 1993tlm# coordination of
certain rules concerning copyright and rights esdab copyright applicable to
satellite broadcasting and cable retransmissioa §htellites and Copyright
Directive). This is relevant to the claimants’ eatipt to invoke national
copyright law to prevent cross-border receptiosaitllite broadcasts.

iii) Directive 98/84/EC of the European Parliament afdhe Council of 20
November 1998 on the legal protection of servicaseld on, or consisting of,
conditional access (the Conditional Access DirggtivThis is plainly the key
Directive governing the alleged cause of actionanrgl298 of the Act, since
s.298 in its present form is intended to transgbge Directive into national
law. Directive 98/84/EC cross refers to Directiv®/%2/EEC for the
definition of television broadcasting.

iv) Directive 2001/29/EC of the European Parliament ahdhe Council of 22
May 2001 on the harmonisation of certain aspectsogiyright and related
rights in the information society (the Copyrightdainformation Society
Directive). This contains a number of relevant ysions relating, in
particular, to reproduction rights, rights to commuate works to the public
and various exceptions to reproduction rights ie ttase of transient or
incidental copying.

The issues
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16.

A host of issues fall to be determined, both of kvd fact. During the course of the
trial the parties identified no fewer than 40, et more emerged in correspondence
after its conclusion which required a further hegriday. Rather than list them

individually, | would summarise them as follows:

Issues relating to Directive 98/84/EC

i) The scope of Directive 98/84/EC and, in particuldre meaning of the
expression “illicit device”. The claimants say ppdies to all decoder cards
which give unauthorised access to a protected ceriihe defendants say it
does not apply to parallel imported decoder cards lRence the claim must
fail against all the defendants.

1)) Whether, on the assumption the cards in issuellaié devices, FAPL has a
cause of action under Directive 98/84/EC. FAPL ptgscase a number of
ways but essentially contends that it does bec#use the provider of a
protected service and its interests are affectedhbydefendants’ activities.
The defendants say it does not because the decadks do not give access to
the service which FAPL provides. Instead, they gigeess to the broadcasting
services provided by NOVA and ART. The Directiventars a right of action
on service providers in respect of decoder cardghwive access to the
service provider’'s own service. It is not intendedconfer a right to control
cards issued by downstream broadcasters upondaiay upstream providers
of programme material to those broadcasters.

iii) Whether there can be a claim under Directive 9&84against the Madden
defendants. These defendants say any claim uneéeDitective must fail
because they have never been in possession of dtés dén issue for
commercial purposes and consequently have nevexrgedgin an infringing
activity within the meaning of the Directive.

Authorisation by NOVA and ART

iv) Whether NOVA or FAPL has authorised the circulateomd use of NOVA
decoder cards outside Greece; further, and as-&ssue, whether the NOVA
cards were issued to domestic or commercial suirsri

V) Whether FAPL or ART has authorised the circulat@nd use of ART
countdown decoder cards in the EU.

The copyright works
Vi) Subsistence of and title to copyright in the vasioworks relied upon.
vii)  Which works were actually broadcast by NOVA and ART

viii)  Issues arising in relation to particular copyrigivorks, namely sound
recordings, musical works and action replays.

The Madden defendants

iX) The activities of the Madden defendants.
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The acts of infringement

X) Infringement by copying in the decoder and on tisiem screens. This raises
issues as to whether copies of a substantial partyorelevant copyright work
are made in the decoder boxes or on the televisiweens and whether a
defence is available under s.28A or s.72 of the £DP

Xi) Infringement by communication to the public.

xii)  Infringement by performing, playing or showing therks in public and
whether a defence is available under s.72 of the&AD

Particular issues of or relating to Community law

xiii)  Whether there is a general defence to the infrireggnof copyright claims
under Directive 93/83/EEC .

xiv)  Whether the claimants are seeking relief in respét¢he NOVA cards (and
the ART cards in so far as | find FAPL or ART comsesl to their importation
into the EU) which would amount to a quantitativestriction on trade
between Member States or a measure having equivaféect within the
meaning of Article 28 EC or a restriction on theeefdom of foreign
broadcasters to provide services and customemsctive services contrary to
Article 49 EC.

xv)  FAPL'’s licensing agreements restrict each licenteen supplying (even
passively in response to an unsolicited order) emiting the use of its
decoder cards outside its licensed territory. Tdefendants say these
contractual restrictions seek to provide absolatétorial protection to each
licensee contrary to Article 81 EC.

xvi)  Whether it is appropriate to make a preliminaryerefce to the Court of
Justice under Article 234 EC.

Ancillary points

xvii)  Whether the QC and AV defendants have authorisedirfringement of
copyright by their customers, including the Maddeffiendants.

xviii) The personal liability of Mr Chamberlain and Mr Rév

xix)  Whether the claimants are potentially entitled tuidonal damages under
s.97(2) of the CDPA.

17. | would re-iterate, these are thminissues. There are others with which | must deal
in addressing the infringement claim in respeceath category of copyright work
relied upon. But before considering the variowasne$ in detail | must provide a little
more of the factual background.

The factual background

Broadcasting of the Premier League matches
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18.

19.

20.

21.

22.

23.

The position was explained by Mr Weingarten, ahanse solicitor at the FAPL and
was mostly unchallenged. Accordingly, what followghis section of the judgment is
largely taken from his witness statements.

Every year FAPL organises a competition in whid28l member clubs play against
each other twice — the Premier League matches. H8Riuthorised by its member
football clubs to license broadcasters throughbatworld to provide audio-visual
coverage of these matches. FAPL's strategy igitg lthe competition to viewers
throughout the world while maximising the valueitsf media rights to the member
clubs. A high proportion of the revenue generdtgdAPL derives from the sale of
these rights. This revenue has been, and remaits, to the quality of the
competition and FAPL'’s success.

Maximising the value of FAPL's rights not only enbas the revenue streams of the
Premier League clubs, but also provides finanaiglpsrt for grassroots football and
the numerous football-related projects supportedFAPL. For example, it has
recently been announced that FAPL will give the tbalb League a solidarity
package estimated to be worth potentially in exac#sf90 million over the 2007-
2010 seasons which will go towards youth develogmeaommunity grassroots
projects, redistribution to lower league clubs pagments to clubs relegated from the
Premier League. FAPL's ability to invest in fodklza all levels is a direct result of
its ability to maximise the value of its broadcaghts.

The rights to broadcast Premier League matchesaligeoffered to broadcasters by
open competitive tender and for a fixed term. Rigbt the UK and Ireland are sold
separately from those for the rest of the worldddBrs for territories throughout the
rest of the world are invited to submit offers omagiety of bases: global, regional or
territory by territory. The market (through thetun@ of the bids) then determines the
territorial basis on which FAPL sells its intermatal rights. However, historically,
there has been only limited demand from biddersgfobal or pan-European rights
and usually only from rights agencies (being agehevhich acquire rights with the
intention of sub-licensing them) rather than br@aders. This is chiefly because
broadcasters typically operate on a territoriaifyaserving the domestic market either
in their own country, or in a small cluster of n@guring countries with a common
language (for example, German-speaking countri€g)ring the 2004-2007 seasons,
204 countries received broadcasts of the matches.

The successful bidder for a package of live righteespect of any particular territory
is granted the exclusive right to screen the matdhethat package live within its
territory, although that right may be sub-licensied one or more sub-licensees
(subject to the approval of FAPL). The grant oflagivity is, says Mr Weingarten,
necessary in order to realise the optimum commlercédue of the rights.
Broadcasters are prepared to pay a premium to r@cguclusivity. This allows them
to differentiate their services from those of th@mls and so enhances their ability to
generate revenue. The presence of competingravsmissions of the same matches
in the same territory destroys this exclusivity d@nereby diminishes the value of the
rights.

The broadcast of matches for viewing in Englanpreciuded for a period each week

pursuant to Article 48 of the Statutes of the Unites Associations Européennes de
Football ("UEFA"). UEFA is the governing body fdootball in Europe. The
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24.

Premier League Rules, which govern the relationbleipveen FAPL and its member
clubs, require that FAPL itself and each of its rhemclubs comply with the statutes
and regulations of UEFA. Pursuant to the regutestigoverning the implementation
of Article 48 of the UEFA Statutes, each natior@dtball association may designate
in each week a period of two and a half hours dusrhich the broadcasting of
football matches within the territory of that nat#d association is prohibited. This
period is known as the "Closed Period". The Fdbthssociation in England has
designated 2.45pm to 5.15pm on Saturday afternasrnhe Closed Period. Other
countries have Closed Periods at different timéke purpose of Article 48 and the
Closed Period is to ensure that spectators aredetetred from attending football
matches whether professional, amateur or at a leval or from participating in
grassroots football.

Mr Weingarten also explained, and | accept, thatgrant of broadcasting rights for

sporting events on an exclusive territorial basisan established and accepted
commercial practice amongst rights-holders anddwasters throughout Europe. To
protect this territorial exclusivity, each broadeas undertakes in its licence

agreement with the FAPL to encrypt its satellitdéivebeed signal.

The creation of the Premier League match feedsouiline

25.

During the 2004-2007 seasons, each match was filomethe BBC or Sky. The
process by which the matches are filmed, prepanettdnsmission and transmitted to
viewers was accurately summarised by FAPL as falow

i) At the match, several cameras capture the livemactn outside production
facility at the match selects which camera’s outpiid be used at any moment
for the live broadcast. Its output, along with #rabient sound captured at the
match (together referred to as “the Clean Live Pead transmitted along
fibre optic cable (via BT Tower) to a productiorcifay operated in London
by IMG Media Limited (“IMG”).

1)) IMG adds logos, video sequences, on-screen graphiasic and English
commentary to the Clean Live Feed. The resultiggadiis referred to as “the
World Feed”.

iii) The World Feed is then transmitted by IMG alongdibptic cable back to BT
Tower, where it is compressed and encrypted, aanstnitted by satellite to
the foreign broadcaster.

iv) The foreign broadcaster decrypts and decomprelsa#/orld Feed, so that it
can add its logo and possibly some commentary. Sigmal is then
compressed and encrypted again, and transmitteshtadlite to subscribers.

V) Subscribers receive the signal using a small #atedlish. The signal is
decrypted and decompressed in a decoder, whichresgior its operation a
decoder card.

Vi) During play of the football match, the foreign bdeaster superimposes only
its channel logo in the corner of the image and radg a commentary.
Outside play (i.e. before kick-off, during half-ttmand after full-time), the
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foreign broadcaster may or may not use the WorleldFevhich during these
times either carries live footage from the footbgdbund or pre-recorded
programming.

vii)  The whole process of transmission of the live difpoen the football pitch to
the subscriber takes approximately 5 seconds.

The Clean Live Feed

26.

27.

The manner in which the Clean Live Feed is produeas explained in the statement
of Mr Darren Long, the Head of Sky Sports operaicdnce again, this was not in
dispute and can be summarised as follows.

Sky arranges for a number of cameramen to filmrfach. Generally they use
between 20 and 25 cameras. These capture théyadtivthe pitch in digital form
and also have inbuilt microphones which captureambient sound from different
parts of the stadium. Sky also arranges for a prioolu team to be present. The
production team is led by a Match Director who ta#lecisions about which camera's
output appears on the Clean Live Feed at any pédaticime. He is assisted by an
assistant producer (known as a VT co-ordinator) wtakes action replays (referred
to as “Action Replay Films”) available for the MhtDirector to include in the Clean
Live Feed. These occur where the production team detided that a particular
incident warrants being shown again either in nértin@e or in slow motion. The
output from each camera is recorded (to produce whenown as a “Match Film”),
and the output of any one camera can be re-wousddw a particular incident again.
For example, while the teams playing in the matehvealking back to the half way
line after a goal has been scored, the producéamtmay re-show the goal. The
replays are usually from the cameras situated eatlh yard line. It is the VT co-
ordinator who chooses which camera's output willused for replays (sometimes
replays include more than one angle) and makeadtien replays available on one or
more of four 'lines' for the Match Director to inseto the Clean Live Feed. The
Action Replay Films are not pre-recorded as sudhabelinserted into the Clean Live
Feed using a vision mixer and by playing the rat¢yearts of the underlying recorded
Match Films. The Vision mixer has two outputs; as¢he Clean Live Feed which is
sent to IMG and the second is known as the SkyyBieeed which is the Sky branded
version of the Clean Live Feed and is ultimatelydaicast on Sky channels.

The World Feed

28.

IMG carries out the Premier League's internatigmabiuction function on its behalf.

The Clean Live Feed is carried (via BT Tower) bywate fibre optic cables to

mediahouse, IMG's technical facility in ChiswickHere, IMG's production team

(which comprises both IMG employees and freelancenstracted to IMG) adds

graphics, music, additional video sequences andneemtary (either sent from the

ground or produced at mediahouse), to create thddViFeed. The video sequences of
particular significance in the context of this case the following:

i) The Opening Sequence Film

The World Feed commences with an introduction oenipy sequence (“the
Opening Sequence Film”), which is a pre-recordett@isequence of football
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29.

action, graphics (the “Opening Sequence Graphilcs”Fand stills of certain

players. The graphics include the Premier Leaggedaothe "Logos"). The
football action shots are derived from recentlyorded footage of previous
matches including the Match Films, recordings &f @lean Live Feed (the
“Clean Live Feed Film”) and World Feed (the “Woft@ed Film”) and films

made by IMG employees or freelancers who attendcineat and record
footage such as pre-match crowd build up and iresy with players (“IMG

Match Films”). The Opening Sequence Film is accangzh by the Premier
League anthem (“the Anthem”).

1)) The Match Highlights Film

During half time and at full time, the World Feeatludes highlights of the
match. These are created by IMG by selecting imdigen the Clean Live
Feed Film and recording them onto a hard disc paricular order to make
the “Match Highlights Films”. These films may becampanied by the
Anthem.

i) Previous Highlights, Next Match Preview and SpeEdture Films

Before the start of the match, the World Feed iteki pre-recorded films
showing highlights of the last Premier League mesgblayed by the teams in
the current match (the “Previous Highlights Filmat)d which may again be
accompanied by the Anthem. At half time, there re@rded preview of the
teams’ next Premier League matches (the “Next MBidview Film”) and a

special feature comprising a “test your knowledgaiz or telling a story of a

particular player, manager or incident (the “Speeature Film”).

iv) On Screen Graphics Films

At various points before and during the match, mgwjraphics are included
in the World Feed. These include the Team BarPte¥ious Performance Bar
and the Yellow Card Bar. They are recorded digitalla form from which a
moving image may be reproduced.

The World Feed produced by IMG is compressed amtypted and uplinked from
the UK to the Eutelsat (for Europe), Intelsat (fasia) and Panamsat (for the
Americas) satellites. Foreign broadcasters who have been directly orrentdy
licensed by the Premier League are then able ®ivethe World Feed on payment
of a charge, and transmit it to their own subscsle their assigned territories.

Greece

30.

31.

For the 2004/2005, 2005/2006 and 2006/2007 seasmnspmpany called TV
Prosports Limited was authorised by FAPL to broatitdee Premier League matches
live in Greece.

As | have mentioned, NetMed was the sub-licensethade rights under a written
agreement dated 6 August 2004 (the “NetMed Agreéinevhich required it to
undertake that all of its transmissions capableremieption outside Greece were
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32.

33.

34.

35.

36.

37.

38.

securely encrypted and that it would not knowirglghorise any person to view any
such transmissions outside Greece.

The material terms of the NetMed Agreement, whighrairrored in the agreements
of other licensees, were summarised by Mr Weingads follows. Clause 2.1(a)
granted NetMed the rights, amongst others, in Gredane to make and to authorise
the simultaneous re-transmission of: (i) a singikweLTransmission OR Delayed
Transmission of each Premier League Matciwhere a "Delayed Transmission"
meant a Transmission of a recording of a Premiaglue Match in full and without
editing, as though it were a Live Transmission, osencing within twenty-four hours
after the end of the relevant Premier League Matchjve Transmission" meant any
live and simultaneous Transmission of a PremiergueaMatch in its entirety, and
"Transmission” meant any broadcast or transmissi@nalogue or digital format of
audio-visual images made by licensed delivery syste

Pursuant to Clause 10.1, NetMed agreedhgall not interrupt a Live Transmission or
a Delayed Transmission of a Premier League Matottgpt during the half-time
interval) and shall not broadcast any material dwgithe half-time interval of a
Premier League Match except for advertisements,mptonal material and/or

analysis of or discussion about that Premier Leallatch and/or material related to
Premier League Matclse'

Pursuant to Clause 10.2, NetMed had to ensureithgiand any permitted sub-
licensee's) transmissionshall not be capable of reception and/or decryptignany
viewer outside dfGreece.

Pursuant to Clause 12.1(b)(i), NetMed undertook #fiof its transmissions capable
of reception outside Greecshall be securely encrypted and shall not be redses
by any person outside [Greece] in unencrypted farmd that no device (including but
not limited to any "smart card" and/or any decodemguipment which is necessary to
decode or encrypt any such Transmission) ... shalkm&wingly authorised or
enabled by or with the authority of the Licensed/anany Permitted Sub-Licensee
and/or any distributor, agent or employee of theehnisee or any Permitted Sub-
Licensee so as to permit any person to view anly Sugnsmission outside [Greece]
in an intelligible formi.

In practical terms NetMed was therefore prohibitexn supplying NOVA decoder
cards for use outside Greece.

In April 2007, NetMed renewed directly with FAPLs itontract for the 2007/2008,
2008/2009 and 2009/2010 seasons, once again foertiitery of Greece.

Pursuant to these arrangements, NOVA has accessedutelsat satellite feed and
has requested up to six Premier League matchewgek. As Mr Papastathopoulos,
NOVA'’s legal advisor, explained to me, the matches an integral and important
part of Greek SuperSport branded channels’ schehdethey are selected on the
basis of a number of factors, including the curferemier League standings of the
clubs involved in any particular match and the @refices of a Greek audience for
teams with Greek players in their squads.
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39.

40.

41.

42.

Upon receipt of the World Feed signal, it is decoesped and decoded by NetMed
and then passed to the NOVA broadcasting centree itlee SuperSport logo and
Greek commentary are added. Moreover, editoriailsttets are made as to when the
World Feed is used and interrupted, and over giihegramming elements. NOVA
uses the Opening Sequence Film and Previous Maighlights Films depending
upon the end time of the previous programme andldation of the commercials. At
half time it does not generally use Next Match Rrenand Special Feature Films but
does use Match Highlights Films, again dependinghenduration of commercials.
Post match films are used depending on the enddirtiee match and the duration of
the commercials before the start of the next progna. As | elaborate in addressing
the copyright claim, it is apparent from recordimgade by NOVA of aspects of three
particular broadcasts that the amount of the WBddd it uses varies to some degree
from match to match.

It follows from the above that the only elementsdaicast by NOVA alongside the

World Feed are the SuperSport logo and the Greskremtary. NOVA subscribers

can elect, using their set-top boxes, to listelnegito that Greek commentary or to the
original English commentary.

The NOVA signal is then compressed and encryptedgulsdeto encryption and
multiplexed with other services before being updidko the Hotbird satellite.

Members of the public are able to watch SuperSguaihnels by subscribing to the
relevant NOVA bouquet of channels. These subsongtare available, together with
NOVA decoder cards, set top decoder boxes and @bswciated hardware, from
about 1600 retail outlets in Greece. They may kertaut for up to 12 months and
the subscriber must provide a name, local Greekesddand a local Greek telephone
number. Subscriptions can be taken out for privateommercial purposes. In the
case of a private subscription, the subscriptioreement provides the subscriber is
only permitted to view the NOVA bouquet of channés his and his family's
personal use and only at his home or workplace.

North Africa and the Middle East

43.

44,

45.

For the 2004/2005, 2005/2006 and 2006/2007 sedbtBsvas authorised by FAPL
to broadcast Premier League matches live in thedMiast and North Africa. ART
was the sub-licensee of those rights (via AMC)slib-licence came to an end in the
spring of 2007.

In a similar manner to NOVA, AMC has, pursuant hede arrangements, accessed
the Eutelsat feed. At least during the 2006/2003%@e, it seems it requested every
available Premier League match.

Upon receipt of the World Feed signal it was decmsped and decoded. Then,
depending upon the match, it was treated in orteofways. For the matches of more
importance to the Arab speaking world ART produedtdt it described as a “studio”
match. In the case of these matches, ART providstidio with live commentators,
who would provide a commentary before the matchinduhe match and at half and
full time. As a result it generally did not use tl@pening Sequence, Match
Highlights, Previous Match Highlights, Next MatchreRiew or Special Features
Films from the World Feed. Instead, the ART broatie@ould cut to the studio for
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46.

47.

48.

49.

50.

51.

the live commentators to give their views, anddome general studio discussion. At
the beginning of the match ART would join the WoFeed in time to see the players
coming onto the pitch and the on screen graphiowisty the players for each team.

In the case of non-studio matches, ART would us®at the entire World Feed. The
only exception was that, at half time, after shayihe Match Highlights Film, ART
would go to a commercial break. After the break, TARould introduce some
graphics film footage showing other matches comipgon the ART channels and
then the operators would try (not always succelgftd cut back to the World Feed
in time for the Special Features Film.

As in the case of NOVA, the only elements broadeéstgside the World Feed were
the ART logo and the Arabic commentary. The logs egered on top of the World
Feed and the original English language commentasy left unaltered.

At all material times ART has broadcast a wide sanfjprogramming, including six
sports channels. However it puts together diffepgatkages for different territories
and arranges them so that they only include thdssrels and programming in
respect of which it has the relevant rights.

In the case of the Premier League matches, thealsigas compressed, encrypted
using Irdeto encryption, multiplexed with other\sees and then uplinked by JMC
for satellite broadcast and intended receptiohéNliddle East and North Africa. For
historical reasons that broadcast had a doubleTleg.signals were first uplinked to
the Nilesat satellite. The signal was receivedtatyland decoded. It was then re-
encrypted using Viaccess encryption and uplinkethéoHotbird satellite. The parties
were agreed that for the purposes of these prawgedishould ignore the double leg
and treat the ART uplink and broadcast as havirenlmeade from Italy. Specifically,
the defendants in the QC and Madden actions hawdttad for the purposes of these
proceedings only that that the ART sports chanaedgprotected services of television
broadcasting within Directive 98/84/EC.

The footprint of the Hotbird satellite extends oWorth Africa and the Middle East
and members of the public in those territories vadyie to watch the Premier League
matches broadcast by ART by buying a pre-paid ABJutitdown” decoder card and
inserting it into a standard set top decoder bdres€é countdown cards were activated
when first placed in the decoder box and lastecafxed period of time. They could
be bought from a number of authorised distributorest of which were subsidiaries
of an associated company, Arab Digital Distribut{6ADD"). The distributors were
warned that the cards were not to be sold outbidie territories but, until December
2005, the cards themselves carried no indicatiamisfrestriction. As from that time,
the cards carried a copyright warning in Englisterieh and Arabic that they were
not to be used outside the territory in which thesre sold and that such use would
constitute a criminal offence.

In addition to the countdown cards, ART issues supson decoder cards for use in
Europe. These are also marketed by ADD or its sidrges. However, none of the
ART sports channels (and, in particular, no Prerh&asgue programming) has ever
been available to European subscribers. Europeardde cards only provide access
to programming in respect of which ART owns worldeirights.
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52. | must return to the details of the componentshef various broadcasts and the
particular activities of the defendants when adsingsthe issues arising in relation to
the allegations of authorisation and copyrightingement but | need say no more for
the moment. | can now turn to the claim for infengent of s.298 of the CDPA and
the scope of Directive 98/84/EC.

Section 298 of the CDPA — general

53. The claim in respect of the decoder cards turntherscope of ss.298 and 299 of the
CDPA, which read, so far as relevant:

“298.— Rights and remedies in respect of apparatugc.
for unauthorised reception of transmissions.

(1) A person who—

(a) makes charges for the reception of programmes
included in a broadcasting service provided from a
place in the United Kingdom or any other member
State,

(b) sends encrypted transmissions of any other
description from a place in the United Kingdom aya
other member State, or

(c) provides conditional access services from aepla
the United Kingdom or any other member State,

is entitled to the following rights and remedies.
(2) He has the same rights and remedies agairetsarg-
(a) who—

() makes, imports, distributes, sells or lets for
hire, offers or exposes for sale or hire, or
advertises for sale or hire,

(i)  has in his possession for commercial
purposes, or

(i) instals, maintains or replaces for
commercial purposes,

any apparatus designed or adapted to enable st assi
persons to access the programmes or other
transmissions or circumvent conditional access
technology related to the programmes or other
transmissions when they are not entitled to dwso,

(b) who publishes or otherwise promotes by means of
commercial communications any information which is
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calculated to enable or assist persons to access th
programmes or other transmissions or circumvent
conditional access technology related to the
programmes or other transmissions when they are not
entitled to do so,

as a copyright owner has in respect of an infringemof
copyright.

(7) In this section “apparatus”’, “conditional asse
technology” and “encrypted” have the same meanegsn
section 297A, “transmission” includes transmissiaasiefined
in that section and “conditional access servicegans services
comprising the provision of conditional access tetbgy.

299.— Supplementary provisions as to fraudulent
reception.

(4) Where sections 297 and 298 apply in relation at
broadcasting service, they also apply to any sersia for the
person providing that service, or a person progdin
programmes for that service, which consists whollymainly

in the sending by means of telecommunications systé
sounds or visual images, or both.

(5) In sections 297, 297A and 298, and this section
“programme” and “broadcasting” and related expmssi have
the same meaning as in Part | (copyright).”

54,  Section 299(5) takes one back to s.6 for the d&fims of “programme” and
“broadcasting”. This reads, so far as relevant:

“6-(1) In this Part a "broadcast® means an eledtron
transmission of visual images, sounds or otherriméiion
which —

(a) is transmitted for simultaneous reception bynbers of
the public and is capable of being lawfully receivey
them, or

(b) is transmitted at a time determined solely bg person
making the transmission for presentation to membérs
the public,

and which is not excepted by subsection (1A); a&fierences to
broadcasting shall be construed accordingly.

(1A) ....
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(2) An encrypted transmission shall be regardedapsble of
being lawfully received by members of the publiclyoif
decoding equipment has been made available to nrendfe
the public by or with the authority of the persomakimg the
transmission or the person providing the contentsthe
transmission.

(3) References in this Part to the person makibgoadcast, or
a transmission which is a broadcast are -

(a) to the person transmitting the programme, &f tas
responsibility to any extent for its contents, and

(b) to any person providing the programme who raakgh
the person transmitting it the arrangements necg$sa
its transmission;

and references in this Part to a programme, inctmext of
broadcasting, are to any item included in a brosidca

(4) For the purposes of this Part, the place froimciv a
wireless broadcast is made is the place where,riuhdecontrol
and responsibility of the person making the brostcthe
programme-carrying signals are introduced into an
uninterrupted chain of communication (includingthe case of

a satellite transmission, the chain leading to daeellite and
down towards the earth).

(4A) ...

(5) References in this Part to the reception ofreadicast
include reception of a broadcast relayed by meahsa o
telecommunications system.

(5A) The relaying of a broadcast by reception andhéediate
re-transmission shall be regarded for the purpos$ehis Part
as a separate act of broadcasting from the makinghe®
broadcast which is so re-transmitted.”

55.  The claimants say the defendants have infringeskthights because:

i) The Clean Live Feed and the World Feed are progesnimcluded in a
broadcasting service provided by FAPL from the UkKhim the meaning of
s.298(1)(a).

1)) The transmissions provided by NOVA are programmesluded in a
broadcasting service provided from Greece withenrtteaning of s.298(1)(a).
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ii)

Vi)

NOVA charges subscribers directly for the receptioh SuperSport
transmissions; FAPL charges subscribers indireitttythe reception of the
Clean Live Feed and the World Feed.

In the alternative, the Clean Live Feed and Worleds are encrypted
transmissions “of any other description” within tineaning of s.298(1)(b).

In the further alternative, the provision of thee@i Live Feed and the World
Feed is a service provided by FAPL for NOVA withihe meaning of
s.299(4).

The defendants are dealing in or possess for conmhgrurposes ART and
NOVA decoder cards which are designed or adaptedntble persons to
access the programmes or other transmissions Vilegrate not entitled to do
SO.

Directive 98/84 EC (The Conditional Access Directw)

56.  Section 298 was substituted by SI 2000/1175 amatesided to implement Directive
98/84/EC. It is well established that a domestatude enacted or amended to
implement an EC Directive must be construed in @onity with and to achieve the
result intended by the Directive. Unfortunately,tins case, as in others in the IP
field, the draftsman has not used the words offhective with the result that the
parties agreed | should address the issues opnetaition which arise by reference to
the Directive itself.

57. 1 was referred to the following Recitals (with refaces omitted):

“(1) Whereas the objectives of the Community ad town in
the Treaty include creating an ever closer uniororagnthe
peoples of Europe and ensuring economic and spoigress,
by eliminating the barriers which divide them;

(2) Whereas the cross-border provision of broadugsand

information society services may contribute, frorhe t
individual point of view, to the full effectiveness freedom of
expression as a fundamental right and, from thieciole point

of view, to the achievement of the objectives ldalvn in the

Treaty;,

(3) Whereas the Treaty provides for the free movenoé all
services which are normally provided for remunerati
whereas this right, as applied to broadcasting iafadmation
society services, is also a specific manifestaitio@ommunity
law of a more general principle, namely freedonexgression
as enshrined in Article 10 of the European Conweentor the
Protection of Human Rights and Fundamental Freedoms
whereas that Article explicitly recognizes the tigh citizens
to receive and impart information regardless ohfiers and
whereas any restriction of that right must be baseddue
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consideration of other legitimate interests desgywof legal
protection;

(4) Whereas the Commission undertook a wide-ranging
consultation based on the Green Paper ‘Legal Rroteof
Encrypted Services in the Internal Market’; wherd@sresults

of that consultation confirmed the need for a Comityulegal
instrument ensuring the legal protection of allsthcservices
whose remuneration relies on conditional access;

(5) Whereas the European Parliament, in its Resoluf 13

May 1997 on the Green Paper, called on the Comonissi

present a proposal for a Directive covering allogledl services
in respect of which encoding is used to ensure payrof a
fee, and agreed that this should include infornmatociety
services provided at a distance by electronic meadsat the
individual request of a service receiver, as welbeoadcasting
services,

(6) Whereas the opportunities offered by digitalhtelogies
provide the potential for increasing consumer coho&nd
contributing to cultural pluralism, by developing aven wider
range of services within the meaning of Articles&® 60 of
the Treaty; whereas the viability of those serviegd often
depend on the use of conditional access in ordebtain the
remuneration of the service provider; whereas, @ingly, the
legal protection of service providers against itllidevices
which allow access to these services free of chaegms
necessary in order to ensure the economic viabditythe
services;

(11) Whereas the disparity between national ruscerning
the legal protection of services based on, or sting of,
conditional access is liable to create obstaclesh® free
movement of services and goods;

(12) Whereas the application of the Treaty is ndfigent to
remove these internal market obstacles; whereasetho
obstacles should therefore be removed by providorgan
equivalent level of protection between Member Statéhereas
this implies an approximation of the national rutetating to
the commercial activities which concern illicit dess;

(13) Whereas it seems necessary to ensure that bteBibtes
provide appropriate legal protection against treciplg on the
market, for direct or indirect financial gain, ai dlicit device
which enables or facilitates without authority tieeumvention
of any technological measures designed to protéet t
remuneration of a legally provided service;
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(15) Whereas those commercial activities are detmia to
consumers who are misled about the origin of illdgvices;
whereas a high level of consumer protection is eded order
to fight against this kind of consumer fraud; wleeréArticle
129a(1) of the Treaty provides that the Communitpuid
contribute to the achievement of a high level ofistomer
protection by the measures it adopts pursuant t@l&rl00a
thereof;

(16) Whereas, therefore, the legal framework ferdreation of
a single audiovisual area laid down in Council Dinee

89/552/EEC of 3 October 1989 on the coordinatiorcertain
provisions laid down by law, regulation or admirasive

action in Member States concerning the pursuitetévision
broadcasting activities should be supplemented vetarence
to conditional access techniques as laid downisDirective,

in order, not least, to ensure equal treatmenhefsuppliers of
cross border broadcasts, regardless of their plate
establishment;

(21) Whereas this Directive is without prejudice the
application of any national provisions which maylpbit the
private possession of illicit devices, to the aggtion of
Community competition rules and to the applicatiof
Community rules concerning intellectual properghts;

(22) Whereas national law concerning sanctions rantedies
for infringing commercial activities may provide ath the
activities have to be carried out in the knowledge with
reasonable grounds for knowing that the deviceguastion
were illicit;

(23) Whereas the sanctions and remedies providedrfder
this Directive are without prejudice to any othanstion or
remedy for which provision may be made under nailidswv,
such as preventive measures in general or seiziuihicd

devices; whereas Member States are not obligedrduide
criminal sanctions for infringing activities covereby this
Directive; whereas Member States’ provisions fotioas for
damages are to be in conformity with their natidegislative
and judicial systems;

(24) Whereas this Directive is without prejudice the
application of national rules which do not fall it the field
herein coordinated, such as those adopted forritegtion of
minors, including those in compliance with Direetiv
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89/552/EEC, or national provisions concerned withbliz
policy or public security,”

58.  The relevant Articles of the Directive provide (agawvith references omitted)
Article 1
Scope

The objective of this Directive is to approximatewsions in
the Member States concerning measures againgt dbwices
which give unauthorised access to protected sexvice

Article 2
Definitions
For the purposes of this Directive:

(a) protected servicshall mean any of the following services,
where provided against remuneration and on thesbasi
conditional access:

- television broadcasting, as defined in Articlea)l(of
Directive 89/552/EEC,

- radio broadcasting, meaning any transmission g \or
over the air, including by satellite, of radio pragmmes
intended for reception by the public,

- information society services within the meanirgAsticle
1(2) of Directive 98/34/EC of the European Parliainend of
the Council of 22 June 1998 laying down a procedarethe
provision of information in the field of technicsfandards and
regulations and of rules on information societywses,

or the provision of conditional access to the abeeevices
considered as a service in its own right;

(b) conditional accesshall mean any technical measure and/or
arrangement whereby access to the protected senvian
intelligible form is made conditional upon priordimidual
authorisation;

(c) conditional access devicehall mean any equipment or
software designed or adapted to give access tooteqted
service in an intelligible form;

(d) associated servicshall mean the installation, maintenance
or replacement of conditional access devices, db agethe
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provision of commercial communication servicesaefation to
them or to protected services;

(e)illicit device shall mean any equipment or software designed
or adapted to give access to a protected serviae intelligible
form without the authorisation of the service pder

(f) field coordinated by this Directivehall mean any provision
relating to the infringing activities specified Aaticle 4.

Article 3
Internal market principles

1. Each Member State shall take the measures rRegess
prohibit on its territory the activities listed Article 4, and to
provide for the sanctions and remedies laid dowArtitle 5.

2. Without prejudice to paragraph 1, Member Statag not:

(a) restrict the provision of protected servicesassociated
services, which originate in another Member Statte;

(b) restrict the free movement of conditional asca@svices;

for reasons falling within the field coordinated kthis
Directive.

Article 4
Infringing activities

Member States shall prohibit on their territory alf the
following activities:

(a) the manufacture, import, distribution, salentaé or
possession for commercial purposes of illicit desijc

(b) the installation, maintenance or replacement fo
commercial purposes of an illicit device;

(c) the use of commercial communications to pramiliicit
devices

Article 5
Sanctions and remedies

1. The sanctions shall be effective, dissuasivepaogdortionate
to the potential impact of the infringing activity.

2. Member States shall take the necessary measuerssure
that providers of protected services whose interast affected
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by an infringing activity as specified in Article darried out on
their territory, have access to appropriate rensedigcluding
bringing an action for damages and obtaining anniction or
other preventive measure, and where appropriatdyiag for

disposal outside commercial channels of illicitides.

The definitions

59. Article 2 of the Directive refers to Directive 8%2/EEC (the TV Without Frontiers
Directive) for the definition of “television broadsting” and to Directive 98/34/EC of
the European Parliament and Council of 22 June 1@98 Information Society
Services Directive) for the definition of “informah society services”.

(a) Directive 89/552/EEC (The TV Without Fronti®sective)

60. This Directive is primarily concerned with the réagjion of the content of
broadcasting services and establishes a systerhighWwroadcasts must comply with
the law of the country from which they emanate.

61. This is reflected in Recitals 3 and 12:

“(3) Whereas broadcasts transmitted across franbgrmeans
of various technologies are one of the ways of yogsthe
objectives of the Community; whereas measures dhbel
adopted to permit and ensure the transition frortional

markets to a common programme production and biigian

market and to establish conditions of fair compoatitwithout
prejudice to the public interest role to be disgedr by the
television broadcasting services;

(12) Whereas it is consequently necessary andccgritithat all
broadcasts comply with the law of Member State frehich
they emanate;”

62. Article 1 contains the definitions and, most imaoity:
“For the purpose of this Directive:

(a) ‘television broadcasting' means the initiainsmission

by wire or over the air, including that by satellitin
unencoded or encoded form, of television programmes
intended for reception by the public. It includele t
communication of programmes between undertakings avi
view to their being relayed to the public. It do®s include
communication services providing items of inforroatior
other messages on individual demand such as tejgxpp
electronic data banks and other similar services;

(b) ‘broadcaster' means the natural or legal pevson has
editorial responsibility for the composition of scules of
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television programmes within the meaning of (a) avitb
transmits them or has them transmitted by thirdigsf

(b) Directive 98/34/EC (The Information Society\iegs Directive)
63. So far as relevant, this reads:
Article 1

For the purposes of this Directive, the followinganings shall
apply:

2. ‘service’, any Information Society service, tths to

say, any service normally provided for remuneratiah a
distance, by electronic means and at the individegliest of a
recipient of services.

For the purposes of this definition:

- ‘at a distance’ means that the service is pralidéhout the
parties being simultaneously present,

- ‘by electronic means’ means that the serviceeig #itially
and received at its destination by means of elaatro
equipment for the processing (including digital quassion)
and storage of data, and entirely transmitted, eped and
received by wire, by radio, by optical means or diher
electromagnetic means,

- ‘at the individual request of a recipient of dees’ means
that the service is provided through the transmorssif data on
individual request.

An indicative list of services not covered by thisfinition is
set out in Annex V.

This Directive shall not apply to:
- radio broadcasting services,

- television broadcasting services covered by pdajt of
Article 1 of Directive 89/552/EEC”

64. Itis to be noted that the definitions are therefoutually exclusive. A service cannot
be both a television broadcasting service and fannmation society service.

65. | can now consider each of the three points ofr&ation in turn.

Illicit device
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66.

67.

68.

This underpins the whole claim. The parties agtee ¢xpression plainly includes
pirate decoder cards (by which | mean cards madessned by third parties without
the authorisation of the protected service proyid@he claimants say, but the
defendants dispute, that it also includes any decedrds which are used to give
access to the protected service without authooisagven if they have been issued by
the service provider. If the defendants are rileintthe claim must fail because the
decoder cards in issue were, in the case of the Al€ards, issued to subscribers in
Greece and, in the case of the ART cards, soldarimNAfrica. | should note at this
point that the claimants expressly disclaimed neaupon the fact that the NOVA
cards were procured and activated by providingefalames and addresses. Their
contention is more fundamental. They say the dacodels sold by the defendants
give access to their protected services in the Utkomt authorisation, and that is
enough to satisfy the definition.

In support of their submissions the parties eathar the wording of the Directive
and upon the context in which and the purpose fhickvit was adopted. In this
regard they have taken me to the travaux prépaeatand to the Green Paper referred
to in Recital (4).

The claimants submit as follows. First, the ess¢murpose of the Directive is to
outlaw unauthorised access and protect the remtumeiaf the service provider. This
is apparent from Recitals (3) to (6) and (13). Ehesfer to the need to protect
services whose remuneration and viability reliesruponditional access. Recital (13)
is of particular importance. This expressly recegnithe need for protection against
devices which enable or facilitate without authprithe circumvention of
technological measures designed to protect the memation of a legally protected
service. In particular:

i) The use of the word “necessary” signals that tiodipition of illicit devices is
a proportionate measure, that is to say, it is s&® in order to protect a
service provider's remuneration and no less aiotist measure will suffice
to protect this legitimate policy object. This matiis, say the claimants, an
answer to any argument from the defendants on ptiopality.

1)) The protection which Member States must providetrbesbroad and cover
both “direct and indirect” gain, including publiwho gain from increased
trade in their pubs.

iii) An illicit device is one which “enables” or “fadiites” the circumvention of
any technological measures (here, encryption) whiehdesigned to protect
the service provider's remuneration. In this caseART or NOVA card
supplied by QC and AV for use in the UK plainly &es .... without
authority” the decryption of the signal in the UK.

iv) For the same reason each of those cards “facditatewithout authority” the
circumvention of technology designed to protect teenuneration of the
service provider.

V) In Recital 13 (and in Article 2), the word “desigiies used in the sense of
“the purpose of”.
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69.

70.

71.

72.

73.

74.

Vi) Finally, Recital 13 makes it clear (along with Rals 3,4,5 and 6) that the
essential purpose of the Directive is to proteet service, not the sale of
devices.

Second, Article 1 makes clear the objective ofirective is to approximate laws in
Member States concerning measures against devities wive unauthorised access.
In short, the focus of the Directive is on #féectof such devices.

Third, the Directive draws no distinction betweerafe and non-pirate devices. This
is clear, inter alia, from Article 2(c) and 2(e):

i) Article 2(c) defines “conditional access device”as/ equipment or software
designed or adapted to give access to a proteeteites in an intelligible
form.

i) Article 2(e) defines “illicit device” as any equigmt or software designed or
adapted to give access to a protected service imteliigible form without the
authorisation of the service provider.

The claimants point out that the two provisions identically worded save for the
inclusion at the end of Article 2(e) of the words. Wwithout the authorisation of the
service provider”. It follows, they say, that thelypdistinction between a legitimate
and an illegitimate device lies in the authorisatf the service provider. If the
device gives access without authorisation it isilégit device. If the device gives
access with authorisation, it is not.

Fourth, the claimants contend that even on a pkading of the terms of Article 2(e)
the devices sold and used by the defendants miedkvices:

i) First, they are clearly devices (decoder cards)cwhiwvhen used with an
appropriate decoder box) are “designed to givesstd® a protected service
within the UK. This is their purpose and effect.

1)) Second, it is clear there is no authorisation ftbmservice provider (whether
FAPL, NOVA or ART) for such access in the UK.

Fifth, the claimants say that the remuneratiorhefgervice provider is undermined as
much by parallel imports as it is by pirate devidesshort, the Directive aims to give
protection against all unauthorised accégshe heart of the Directive are, they say,
the notions of “authorisation” and “prior individuauthorisation” and it is the
authorisation which is given which governs the aitn. It is also inherent in the
concept of individual authorisation that it can lmited geographically or for
particular purposes.

The defendants respond that the purpose of thectdeeis not, as the claimants
contend, to give to service providers of lawful aéer cards a right to control their
circulation or place of use and so divide the rngluropean market into zones with
differential pricing. On the contrary, the purpasethe Directive is to facilitate the
undistorted operation of the single market by givito service providers a
Community-wide right to suppress the manufacturemd commercial dealings in
pirate cards which give access to protected servicedréar and further to remove
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75.

76.

7.

78.

79.

obstacles to the free circulation of cards whiclyimhpreviously have arisen from pre-
existing provisions of national law. At the outsieey point to the “Treaty bases” of
the Directive, namely first, Articles 57(2) and @w Articles 47(2) and 55), which
are in Part Il, Title Il of the Treaty on “Free Mement of Persons, Services and
Capital” and second, Article 100a (now Article 9Bjticle 66, by reference to Article
57(2), authorises the making of harmonising dik@stior the purpose of making it
easier to provide services across national bordersArticle 100a authorises
harmonisation measures in aid of the establishraedt functioning of the single
market. The “single market” is defined in Articla §now Article 14) as “an area
without internal frontiers in which the free movemef goods, persons, services and
capital is ensured in accordance with the provisiohthis Treaty.” In the light of
these provisions, they say it is essential thatDirective’s substantial purpose and
effect should have been to eliminate obstaclegadet between Member States in
goods and services.

The defendants then turn to the Recitals to theddive. They say that the objective
of removing barriers to cross border broadcassngade explicit in Recitals (1), (2),
(3) (in referring to Article 10 of the European @ention for the protection of Human
Rights and Fundamental Freedoms and the righttakens to “receive and impart
information regardless of frontiers”); (11) (in s®yving “the disparity between
national rules concerning the legal protectionseifvices based on conditional access
is liable to create obstacles to the free moveraéservices and goods”), and (12) (in
observing “Those obstacles should therefore be vethaby providing for an
equivalent level of protection between Member State

As to the substantive terms of the Directive, teéeddants say that the definition of
“illicit device”, read in the light of Recital (6);an only be referring to pirate decoder
cards which permit access to a protected servesedf charge. Moreover, in order to
fall within the definition the equipment or softweaconcerned mushherentlybe a
device which gives access to the protected sewitt®ut authorisation.

The defendants also draw support from Article 3 andgest that on the claimants’
apparent construction of the Directive, it is haodsee what content Article 3(2)
would have.

The arguments of both sides are powerful and th@per interpretation of the
expression “illicit device” is not clear. | havere&ully considered whether this is an
issue which should be referred to the Court ofidaist this stage and, for reasons
which | elaborate later in this judgment, | havedaded that it is. However, in case
it may be of assistance to the Court, | offer my\qwovisional view.

| think the arguments of the defendants are to hedeped. My reasons are these.
First, the Recitals do recognise the need for lgmatection of broadcasting and

information society services whose remuneratioresalpon conditional access. For
example, Recital (6) expressly acknowledges theldpment of a wide range of such
services has the potential for increasing consurheice and contributing to cultural

pluralism but that the viability of such servicefiea depends upon the use of
conditional access in order to obtain the remuimrabf the service provider.

Moreover, the Recitals make clear that disparitijween national rules concerning
the legal protection of services based upon, osisting of, conditional access was
considered liable to create obstacles to the freeement of goods and services and
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that a Directive was needed to provide for an ealait level of protection between

Member States. Further, the use of the waoedessaryin Recital 13 indicates that

appropriate legal protection against illicit dedceas considered a proportionate
measure and that no less a restrictive measuredvgoiiice to protect this legitimate

policy object. However, | do not believe these dderations, of themselves, assist in
determining the scope of definition because theigotmn of the service provider

against pirate cards would seem to meet all thebeymbjectives.

| believe some indication of the intention behiridstmeasure can, however, be
derived from Recitals (13) and (15), read as a &hdhe former refers to protection
against theplacing on the markebf a device which enables or facilitates without
authority the circumvention of any technologicalas@res designed to protect the
remuneration of a legally provided service. Theelatexplains that commercial
activities in relation to such devices are detritakito consumers who are misled
about theorigin of illicit devices. Both Recitals suggest to mettti®e Directive is
concerned with the production and placing on theketaof devices which do not
have theirorigin in a legitimate service provider rather than timauthoriseduse of
devices which do originate from a legitimate sesvpcovider.

Second, Article 1 makes clear that the objectivahef Directive is to approximate
provisions in Member States concerning measuremstgdlicit devices which give
unauthorised access. However, | do not think it baninferred the Directive is
concerned only witkeffect as the claimants contend. To the contrary, inse® me
that if this were the position then there would dvéseen no need to limit its scope to
illicit devices. Rather, it would have been directedltalevices which are used give
unauthorised access.

Third, this impression is reinforced by the defomis of Article 2. A “conditional
access devicerheans equipment or softwadesigned or adaptetb give access to a
protected service. This suggests to me that ibicerned with th@hysicalnature of
the device or, as the defendants say, withniterentnature. Similarly, an “illicit
device” is a conditional access device whichdesigned or adaptetb give such
acceswithout the authorisation of the service providénce again, it is thehysical
or inherent nature of the device which must confer this charéstic. This is the
natural interpretation of the words used.

Fourth, and as the defendants submit, any readitigisodefinition which means that

a device is “illicit” or “not illicit” depending upn where it is intended to be used is
wholly unworkable given the infringing acts definedArticle 4 and the Community

wide scope of the prohibitions. These are actsopmdd by manufacturers and
dealers, not end users, and mens reaor mental element is involved. Equipment
becomes an “illicit device” upon its manufacture amy Member State of the

Community; a device which is not illicit to beginittv cannot change its status by
reason of the subjective intention of a dealercathé place where it is to be used.
Indeed, a dealer may not even know where an endintseds to use a device which
is supplied by a dealer to another dealer or terahuser.

Fifth, | agree with the defendants that it is veeyd to see what substance there can
be to Article 3(2)(b) if the interpretation for weh they contend is not correct.
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| believe the position of the defendants also @srisupport from a consideration of
the context in which the Directive occurs and thgectives pursued by the rules of
which it is part. | discuss this in greater detaier in this judgment (see paragraphs
[283]-[294] and [320]-[328]) but for present purpgsconfine myself to the Green

Paper and to the circumstances in which Recitalwa8 introduced into the draft

Directive by a relatively late amendment.

The Green Paper, dated 6 March 1996, is exprestyred to in Recital 4 and must
therefore have formed part of the material to whicd European Parliament and
Council had regard. It is entitled_égal protection for Encrypted Services in the
Internal market and explains the nature of the European markeemerypted
services, the Recommendations of the Council obpimade in September 1991,
the various solutions adopted by Member Statesdtiress the problem of illicit
reception of encrypted services, the view of thenBussion that differences in those
solutions could create obstacles to the free mowemwiegoods and services and the
need for and potential types of Community action.

Chapter 1 explains that technological developmbatse produced rapid changes in
the European audiovisual landscape and allowed &ieady expansion in the supply
of services which depend upon encryption for thebility. In elaborating the nature
of the market, it recognises a number of reasomsef@ryption which include
ensuring payment by subscribers, the possibilitynofeasing advertising revenue,
accurately targeting services to the requiremefitthe users and simplifying the
acquisition of broadcasting rights. In this regambtes at p.11:

“Traditionally, however, broadcasting rights aremgfed on a
territorial basis, which means access often hdsetéimited to
viewers within a specific geographical or commonglaage
area. Encryption allows the operator to restriet iaception of
the signal exclusively to those territories for @ihrights have
been acquired.”

It then points out (at pp.17-19) that the markegxposed to piracy and, in particular,

that the manufacture and marketing of unauthoridedoding devices and the

manipulation of authorised devices so as to alloeess to a service on breach of the
conditions laid down by the service provider hasdomee highly lucrative and has a

number of adverse consequences.

Chapters 3 and 4 respectively outline the recondiatgons of the Council of Europe
and of WIPO, and analyse the solutions providednhgional legislation to the
problem of illicit reception of encrypted services.

Chapter 4 then addresses the issue of barriehetefticient operation of the internal
market. Section 1 (pp.34-36) suggests that pratecof the encryptor against
manufacturers and distributors of unauthorised diegodevices would be justified as
pursuing public interest objectives in that it wplrotect the encryptor against those
who might fraudulently profit from his activitiesnd protect the public against
devices which, as they are not official, would woder guarantee reception of the
service if the operator were to change the systeexplains the Commission view
that such prohibitions would respect the propaogtlity criterion since:
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“...they confine themselves to prohibiting the mairkg of
devices manufactured without the prior authorisatad the
encryptor, irrespective of their domestic or foreigrigins;
therefore they do not go beyond what is necessaryttHe
attainment of the objective.Finally, they also respect the
substitution and equivalence criteriorsince there are no
alternative and less restrictive measures that dveakure the
desired protection.”

Footnote 34 is of importance. It contains this dicalion:

“By contrast, if the prohibitions in question weapplied to the
import and marketing of devices manufactured antketed in
the Member State of origiwith the consent of the encryptor
they would be liable to result in economic barrtsch would

be disproportionate to the objective, and thereifiocempatible
with the principles on the free movement of goods a
interpreted by the Court.”

Two points emerge from these passages. First, timen@ssion envisaged protection
against the manufacture and distribution of unaughd (that is to say, pirate)
decoder cards. Second, it was the opinion of then@ission that it would be
disproportionate to provide protection against ttieculation of decoder cards
originally placed on the market with the consentref encryptor. This is confirmed
by the conclusion on p.37:

“In_conclusion, an obstacle to the free movementesbding
devices manufactured and marketed in the Staterigfnp
without the prior consent of the encryptor, mayjuified by
consumer protection and the fairness of commercial
transactions, as well as by the protection of indak or
intellectual property’

In section 2, the Commission then expresses inlainerms its views as to
compatibility of restrictions on decoder cards wille Treaty rules on freedom of
services.

Finally, Chapter 5 considers the potential differggpes of Community action and
proposes, in section 5, and in view of the proposility principle,various prohibited
activities. In so far as they refer to decoder sahgy are all qualified by the phrase:

“devices intended to permit access to encryptedsicss
without the authorisation of the encryptor ”

| agree with the defendants that the Commissiomathave envisaged this phrase
would cover devices put on the market with the eohsf the encryptor in the light of
the views it has expressed earlier.

The defendants rely on these observations for twpgses, both of which | consider
to have merit:
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i) As an expression of the Commission’s legal opinmm the scope and
application of rules of the Treaty on free movemehigoods and services.
They say that whilst the Court of Justice is nowurm to follow the
Commission’s opinion on a legal issue, it is phginbt acte clairethat the
Commission’s opinion was wrong;

1)) As informing the interpretation of the Directivebsequently adopted. They
submit it is inconceivable that the Commission vdoudlave proposed a
measure which it believed to be contrary to theaiyre

The defendants further say, again, in my judgmeith some force, this legal opinion
of the Commission is fundamental to the legislatibthe Parliament or the Council
had amended the measure so that it had the effegpmlying to the import and
marketing of devices put on the market in the Men8tate of origin with the consent
of the encryptor, the Commission would have beeuwndoto advise the Parliament
and Council of its opinion that such an alteratreould take the measure outside the
scope of the Treaty bases in Articles 57(2), 66 E0@h.

My view is further reinforced by the circumstances which Recital 13 was
introduced into the draft Directive. This was aelsmendment and led to the
production by the Commission of a formal opiniordenArticle 189B(2)(d) of the
EC Treaty in which it explained the purpose ofEheective as follows (on p.2) :

“The proposed Directive will require Member Sttéo
prohibit and provide appropriate sanctions agaanstide range
of commercial piracy activities that relate to cili (pirate)
decoders, smart cards and software which allow the
circumvention of conditional access systems andeheption
of a service free of charge.

The proposal concerns commercial piracy activigeminst
protected services”

Parallel importation of goods issued by or with do@sent of the rights holder would
not normally be described as piracy.

Who has a relevant cause of action under Directive@8/84/EC?

100.

101.

It is to be remembered that the only claimants AL and NOVA. No claim is
brought by an ART entity although, of course, FAG%ims in respect of the dealings
in and use by the defendants of both ART and NO¥Als.

Accordingly, and on the assumption the claimants eaght as to the correct
interpretation of “illicit devices”, the questiohdn arises as to who has a cause of
action under Directive 98/84/EC in respect of tH@\M\ and ART cards in issue in
these proceedings. In this regard it is importantconsider who is providing a
protected service under the Directive and what lohdervice it is, since FAPL is
claiming a right to control the circulation and uskdecoder cards issued by its
customers which give access to the customerseotise broadcasting services and
not (at least directly) to FAPL’'s World Feed signal
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The position of NOVA can be dealt with shortly. Tparties all accept that NOVA
provides a protected service within the meaningitle 2 of the Directive, namely
its television broadcasting service which is preddigainst remuneration and on the
basis of conditional access, and that it can ptgpdaim in respect of infringing
activities in relation to illicit devices which gdvaccess to that service. However, the
parties fundamentally disagree as to whether FA&d dny claim at all.

The claimants say that FAPL is a provider of sesiwithin the meaning of Directive
98/84/EC because:

i) FAPL makes the initial transmission by satelliteeimcoded form of television
programmes (i.e. the Clean Live Feadortiori, the World Feed) intended for
reception by the public. This comprises a televisloroadcasting service
within the definition in Art 2(a) by reference tortkle 1(a) of Directive
89/552/EEC (the TV Without Frontiers Directivé)is also a service provided
against remuneration (directly to the foreign bz licensee such as NOVA
and ART, and thereby indirectly to the consumeryl am the basis of
conditional access (the transmissions are encrypted

1) Further or alternatively, FAPL provides the comneation of programmes
between undertakings with a view to their beingwyet to the public. This
comprises a television broadcasting service withendefinition in Art 2(a) by
reference to Article 1(a) of Directive 89/552/EHOs also a service provided
against remuneration (directly to the foreign bz licensee such as NOVA
and ART, and thereby indirectly to the consumeryl am the basis of
conditional access (the transmission is encrypted).

i) Alternatively, FAPL provides an information socieservice within the
meaning of Directive 98/34/EC (the Information SgiServices Directive).
In particular, provision of the World Feed is avses

- provided for remuneration (the foreign licence fee)
- at adistance (since the parties are not simulizsig@resent)

- Dby electronic means (using electronic equipment @&adsmitting and
receiving by fibre optic cable and satellite)

- provided through the transmission of data on imtlial request (ART and
NOVA select the World Feeds they want to receive).

Moreover, they say the defendants are each engagimdringing activities within
the meaning of Article 4 of the Directive which edt the interests of FAPL. It
follows that pursuant to Article 5, the UK must eres that FAPL has access to
appropriate remedies which include bringing thisoa¢ obtaining an injunction and
any other appropriate remedies.

This, the claimants say, is achieved by the promsiof s.298 (set out at paragraph

[53] above) and the defendants have infringed ititles conferred by carrying out the
activities summarised in paragraph [55] above.
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More specifically, the claimants explain their caséhe following way, using NOVA
as an illustration - the position in relation to AReing essentially the same. They say
FAPL provides programmes to NOVA and NOVA providesse same programmes
in its broadcast. They both contain the same ligaad of the match — the visual
coverage of the action and ambient sound, togeilibithe availability of the English
commentary — which is what the viewers want to watdding the small NOVA
logo and taking editorial decisions as to when lih@adcast should cut to and from
the World Feed, for example at half time to allaw the showing of advertisements,
does not mean that a different programme is braddca

During the course of the hearing | understood thenants to refine their arguments,
once again, using NOVA as an illustration. Theim@ry contention is that the
subscriber has access to two protected services. i©®rma broadcasting service
provided by NOVA and the second is a broadcastergice provided by FAPL. In
the case of the latter, FAPL provides authorisatieNOVA. Accordingly, they both
have a cause of action in respect of dealingsligitilevices which give access to
those services.

The claimants then have alternative “fall back”uangnts. The first runs as follows.
FAPL is providing a protected service, namely a ddicasting service or an
information society service, which is accessed DMA. NOVA s also providing a
broadcasting service which is accessed by the sbubscHowever, the subscriber is
also indirectly accessing the FAPL “first leg” service, with FAPL&thorisation
given via NOVA. Once again, they both have a cafsgction in respect of dealings
in illicit devices which give direct access to NO¥Aservice and indirect access to
FAPL'’s service.

The second alternative argument is much the santbeafirst. However, here the
claimants say that FAPL has a cause of actionspa& of dealings in illicit devices
which give access to NOVA'’s service because itls® @ghe supplier of a protected
service and itinterests are affectdoly such activities.

The defendants say that FAPL'’s arguments are cdeatphisconceived. They accept
that NOVA is providing a protected service whicHlsfawithin Article 2(a), first
indent, of the Directive as it consists of telesisbroadcasting, as defined in Article
1(a) of Directive 89/552/EEC. However, they say EAP not a broadcaster within
Directive 89/552/EEC, and nor is FAPL's transmissian act of television
broadcasting within the terms of that DirectivehisTis because of the definition of
“broadcaster” in Article 1(b), which | have set auparagraph [62] above.

In this regard, the defendants say, and | accleat,NOVA composes its schedules of
television programmes which include individual etgeprovided by suppliers of
sports programme material such as FAPL and othé¥sne of those individual
suppliers has editorial responsibility for NOVA'shedules. Indeed, it is clear that
NOVA exercises editorial control not merely at tlegel of deciding which match
programmes to put on within its overall schedulast at the more detailed level
within individual programmes of deciding when tdraduce visual images from
FAPL’'s World Feed, when to cut them off, and ovdratvother elements to insert to
make up the overall programme.
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The defendants also say that that the referencéArticle 1(a) of Directive
89/552/EEC that broadcasting includes “the comnaiiga of programmes between
undertakings with a view to their being relayed the public’, when taken in
conjunction with the definition of “broadcaster” iArticle 1(b), is limited to a
situation where a whole service consistingdiedules of programmesrelayed over
the networks of others, such as a cable netwonlirthér, it follows from the first
sentence of Article 1(a) that the programmes shde@dransmitted in the form in
which they are intended to be received by the publrhis does not happen in the
present case, where FAPL merely transmits matermth its customers utilise as
they wish in composing their own match programmes.

The defendants say that this is the only interpiceiaconsistent with the purpose and
structure of Directive 89/552/EEC, which is to emesthat broadcasting is subject to
regulation at one point only and not subject totipl@ regulatory control by multiple
Member States. Thus, NOVA's broadcasts are suligctegulation in Greece
because that is where NOVA puts together its sdiesdof sporting programmes.
NOVA'’s broadcasts of FAPL matches are not subgcegulation in the UK because
they are drawing a feed signal from the UK; it whuhe defendants argue, be absurd
and unworkable if regulatory control over NOVA'stput were to pass from country
to country depending upon whatever live sportingreVNOVA happened to be
carrying at any particular time. It would also makeonsense of the requirements of
Article 4 which reserve a majority proportion obeadcaster’s transmission time for
European works. Such provisions by their naturearay apply to broadcasters who
transmit whole schedules of programmes, not to gqans of live feeds from
individual sporting events such as FAPL.

The correct analysis, submit the defendants, i #RAPL's customers are
broadcasters who provide services falling withie first indent of Article 2(a) of
Directive 98/84/EC, whilst FAPL's World Feed is amformation society service
falling within the third indent of that Article (sgparagraph [58] above). Matches are
provided to FAPL’'s broadcasting customers at thedividual request via FAPL's
conditional access system.

However, in either case, the defendants say th&LFAWorld Feed is a separate
protected service from the protected services ofi @ its customers, having its own
encryption and decryption system and the Direcowdy gives protection against
illicit devices which give access to a protectervise in an intelligible form. It does
not extend to devices which give accesstteerservices to which a protected service
may feed material. Nor does it extend rights teeptbersons who may feed material
to the provider of the relevant protected service.

The defendants support these submissions with tweegul arguments. First, they
say the fact that the link from FAPL is encryptedthat a satellite is used rather than
a land line, is a matter of convenience for FAPId @is customers which has no
relevance to the recipients of satellite broadctists FAPL's customers. The signal
sent on the World Feed could in principle be senaitv unencrypted secure land line,
and indeed is sent by this method to broadcastércs ave closer than NOVA and
ART, including TPS France. It would be very oddhi& fact of sending a signal via
an encrypted link were in some way to spread fescefiownstream and so entitle the
provider to control conditional access devices Whiontrol access to downstream
services. Secondly, they say that the consequesfc®e claimants’ arguments are
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potentially very significant. Decoder cards foraetlite broadcasting service would
need to be authorised not only by the satelliteathoaster itself, but bevery
programme content provider who provides conteninduthe period of validity of a
decoder card via an electronic link.

| have reached the conclusion that this is angtbént of interpretation which is not
clear and which must be referred to the Court stide. However, again | offer my
own opinion. Notwithstanding the force of the defents’ arguments, | favour the
submissions of the claimants and would be mindecbtelude that FAPL does have
a cause of action in respect of pirate NOVA and AdRifds and, it would follow, in
respect of the unauthorised use of the decodesdargsue in these proceedings if,
contrary to my provisional view, they are righttasthe correct interpretation of the
expression “illicit device”.

Despite the complexity of the arguments tenderethblaimants, | think the scheme
of the Directive is relatively straightforward. Itebjective is to approximate
provisions in Member States concerning measuremstgdlicit devices which give
unauthorised access to protected services (AiclAs has been seen, “illicit device”
means equipment or software designed to give adcessprotected service in an
intelligible form without the authorisation of theervice provider (Article 2(e)).
Infringing activities are defined by reference Hieit devices (Article 4) and finally,
Member States are obliged to take the necessargure=ato ensure that providers of
protected services whose interests are affecteahbyfringing activity have access to
appropriate remedies (Article 5). So a convenigattiag point is to identify the
relevant protected service and the person who fwsded it. It is by reference to the
authorisation of this person that the term “illid&évice” is defined and, as it seems to
me, it is to this person that a remedy must beigealif his interests are affected by
an infringing activity.

| therefore begin with a consideration of whethéPE is providing a protected
service and whether, to take a non contentious plamirate NOVA or ART cards
give unauthorised access to it. | incline to trewthat FAPL is providing a television
broadcasting service, as defined in Article 1(a)Dafective 89/552/EEC, for the
following reasons.

First, it transmits television programmes intended reception by the public. It
matters not that the transmission is not direcabise Article 1(a) expressly says that
“television broadcasting” includes the communicatiof programmes between
undertakings with a view to their being relayedthe public. Those programmes
comprise the visual coverage, ambient sound andigBnanguage commentary of
the individual Premier League matches and theyeareodied in the World Feed and
(in the case of the visual coverage and the amisieand only) in the Clean Live
Feed. It is true that FAPL's customers add theimolwgos and, on occasion,
commentary. They also cut to and from the Worlddi-ekepending on their own
schedules but they do not interrupt the coveragieimatches. | do not think these
steps change the essential identity of the progresrtiremselves.

In expressing this provisional view | feel suppdrtey the decision of the
Administrative Court ilfMurphy v Media Protection Services L[gD07] EWHC 3091
(Admin). This case concerned an appeal by way s¢ stated against the dismissal of
an appeal against a conviction of Ms Murphy foihdigestly receiving a programme
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included in a broadcasting service provided fromlace in the UK with intent to
avoid the charge applicable to the reception ofgtegramme, contrary to s.297 of
the CDPA. In short, Ms Murphy had been screenirgrier League matches in her
pub using a NOVA card supplied by AV.

Section 297(1) of the CDPA reads:

“A person who dishonestly receives a programmided in a
broadcasting service provided from a place in theited
Kingdom with intent to avoid payment of any chaeggplicable
to the reception of the programme commits an o#eand is
liable on summary conviction to a fine not excegdevel 5 on
the standard scale.”

The similarity between the words of s.297 and s&@8 out in paragraph [53] above)
is immediately apparent. Moreover, s.299(5) (alsbat in paragraph [53] above)
provides that the expressions “programme” and ‘ticaating” and related
expressions in both s.297 and s.298 are to havsatine meaning as in Part |, that is
to say as defined in s.6.

However, it must be acknowledged that in iherphy case the court did not consider
it a legitimate approach to construe s.297 by esfee to Directive 89/552/EEC or, |
would add, by reference to Directive 93/83/EEC hHeatit concluded (at [36]):

...... The question is to be answered by identifyingatvis
said to be the “programme included in a broadcgsarvice”,
then determining where that broadcasting servicprawided
from. Employing the definitions of s.6 CDPA, a 6gramme”
is “any item included in a broadcast”, itself defihas “an
electronic transmission of visual images, soundsotrer
information”. We do not consider that for this pase a
“broadcasting service” is anything more than a ession of
such transmissions. In every case, however, ittnnes
determined whether the broadcast, and so the progea is
capable of being lawfully received by members & gublic.
In the present case, there is no doubt that the odrthe
transmissions received by Ms Murphy, the visualgesmand
the ambient sound of the matches themselves, \wasmnitted
for simultaneous reception by members of the pudntid was
capable of being lawfully received by them from BBK

It then proceeded to consider whether, for the psep of s.297, it was a requirement
that the broadcasting service or broadcaster prayithe programme in question had
to be based in the UK and concluded at [37] to:[38]

“37. The question in every case is to identify the
“programme” received by the Defendant. In the pnésase,
the programme in question comprised visuals and iearb
sound transmitted from the ground in the Unitedgdiom, the
broadcasting service being the supply of such prognes for
simultaneous reception by members of the publithen UK.
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The fact that this programme had added to it,,fmst English
commentary and, second, a Greek commentary andeakGr
visual logo, did not change the identity of the greonme as
received by the Appellant.

38. The question is accordingly ambiguous, sinceés it
necessary in every case to identify the first paintvhich the

programme which is the subject of the charge cante i
existence to be included in the broadcasting servithe place
from which the broadcasting service is providethe point at

which the initial transmission of the programme tdtimate

reception by the public took place. That placehes United

Kingdom.”

Importantly for present purposes, the court washefview that the addition to the
Live Feed of an English commentary (to make the [Wé&eed) and then a Greek
commentary and Greek visual logo did not changedeetity of the programme.

| should note the court also considered whether lFARI BSkyB were broadcasters
or whether they provided a broadcasting servicedmtermined, at [39]:

“It is not clear to us why this question ariséEhe question is
the identification of the broadcasting service, tiw¢ person
responsible for it. It seems to us, however, tiwth FAPL and
BSkyB are the broadcaster for this purpose, sinsethey who
have editorial responsibility “for the compositiofh schedules
of television programmes” so far as the transmittesich is
concerned.”

Second, | must address the defendants’ contertiainthe definition of “television
broadcasting” in Article 1(a) of Directive 89/55HE must be qualified by reference
to the definition of “broadcaster” in Article 1(b)his is an important point. For if the
defendants are right then | see considerable fiordbeir submission that FAPL is
neither a broadcaster nor engaging in televisi@adbcasting. | say this essentially for
the reasons which the defendants give. In sumnk&kpL does not provide whole
schedules of programmeghich are then simply relayed over the networlothfers.
Nor does FAPL have editorial responsibility for thehedule of programmes which
NOVA broadcasts. From a practical perspective,ihkitthat NOVA is the entity
which must be subject to the regulatory regime ewmmlated by Directive
89/552/EEC. Otherwise, as the defendants putspamesibility for the contents of the
transmission would “flicker” between FAPL and NO\&Ad regulatory control would
pass backwards and forwards from one country tather depending on what was
being broadcast at any particular moment in time.

However, | do not think it is appropriate to quglithe definition of “television

broadcasting” in this way because Article 2(a) afebtive 98/84/EC is clear in

referring only to Article 1(a) of Directive 89/5F%C. This is a sensible scheme.
Directive 98/84/EC is concerned with the protectidrservices whose remuneration
relies upon conditional access and identifies #wise provider as the person from
whom authorisation must be obtained. Directive B2/EEC, on the other hand, is
concerned with regulation and hence, quite natyralentifies the broadcaster as the
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130.

131.

132.

person with editorial responsibility for the compio® of whole schedules of
programmes. Moreover, this interpretation is cdesiswith the position adopted in
relation to radio broadcasting which is definedAnticle 2(a) of Directive 98/84/EC
in similar terms as meaning “any transmission byevar over the air, including by
satellite, of radio programmes intended for recaptby the public’. There is no
requirement here that the service provider mustehagsponsibility for the
composition of whole schedules of radio programmes.

Third, | recognise that NOVA and ART each compokeirt own schedules of
programmes and incorporate the World Feed intoetlschedules in the manner |
have described. They are undoubtedly engaginglerisgoon broadcasting within the
definition of that expression in Article 1 of Ditee 89/552/EEC. However, | do not
think this creates any inconsistency. It seems ¢otarbe perfectly possible to have a
number of protected services in a single encrypgtadsmission for which one
operator acts as gatekeeper and so provides atiomadliaccess service. Likewise, |
see no reason why that operator cannot act botitai@keeper and provide another
protected service himself.

Fourth, | think the World Feed is transmitted agamremuneration (in the form of the
subscriptions or fees paid by the final consumads a turn, the fees paid by NOVA
and ART to FAPL). It is also provided on the basisonditional access. Here | see
the relevant conditional access not as the acased)by NOVA and ART to the
encrypted World Feed but rather the conditionakasmf the final consumers to the
encrypted NOVA and ART sports channels which ineltioe programmes broadcast
by FAPL. In this respect | agree with the defenddhat the signal sent on the World
Feed could, in principle, be sent by an unencrysiclre land line. However, this
does not mean that rights are extended to any perbo may feed material to the
supplier of a protected service, nor that authtidsas needed from every provider of
programme content. Authorisation is only needednfrihe suppliers of protected
services. Moreover, this will not present a problempractice because the final
consumer will enter into a single contract as alltesf which he will obtain all the
necessary authorisations together in one package.

The final question is whether, to pursue the namteatious example, pirate NOVA or
ART cards are designed or adapted to give accelSARL’'s service without FAPL’'s
authorisation and whether FAPL'’s interests arectdi®z The answer, as it seems to
me, is yes. Accordingly, | would be minded to caaid that FAPL is the provider of
a protected service and would have a cause ofragtigespect of the NOVA and
ART cards in issue, assuming it is right as to fheper interpretation of the
expression “illicit device”.

Commercial purposes

133.

134.

The point here is a very short one. The Maddenrdigfets argue that their possession
of illicit devices is not for “commercial purposewithin the meaning of Article 4 of
Directive 98/84/EC.

The claimants say that the language of the Direatiakes a clear distinction between
possession for private and commercial purposesy Tager, in particular, to the
wording of Recital 21:
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135.

136.

137.

“Whereas this Directive is without prejudice to teplication
of any national provisions which may prohibit theivpte
possession of illicit devices ...”

and contrast this with the words “possession fenmme@rcial purposes” used in Article
4.

Hence, the claimants argue, possession is eitherestic or commercial and that
there cannot be anything in between. The effetch@fdefendants’ arguments is, they
say, to create a gap in protection somewhere betwee/ate possession and
possession for onward trade and that this wouldetmghe the objective of the

Directive to protect the remuneration of the sesvjiwovider in a manner which is

totally arbitrary and inexplicable.

The defendants, on the other hand, focus on Reditalto 15 of the Directive which,
they say, indicate the Directive is concerned widimmercial activities relating to the
placing on the market of decoder cards. Hence tbeigoon is aimed at persons who
are stocking illicit devices for resale, hire ostallation, rather than persons who are
holding such devices for their own end use, evahdt use is in a business context.
The purpose of the prescribed infringing acts isuboff supplies of illicit devices to
end users rather than to penalise end users feegsisn or use. They also note that
the Directive deliberately fails to render actuaéwan infringing act, whether in the
course of a business or not, and suggest thatutdume a very odd result if, having
failed to prohibit use in the course of a busiressuch, the Directive were indirectly
to strike at end users for mere possession.

This is another question of interpretation whichelieve must be submitted to the
Court of Justice. However, my own provisional view that the claimants’
submissions are to be preferred. The expressiorssgssion for commercial
purposes” seems to me to be sufficiently generahtmmpass both possession for the
purposes of trade and possession for commerciahndd agree with the claimants
that the Directive appears to draw a distinctionwieen private possession and
commercial possession. The latter is an infringemmri the former is not. This
distinction is, | believe, quite logical. It is thars in and business users of illicit
devices who are likely to cause the most damagertdce providers.

Authorisation by NOVA

138.

139.

The defendants argue that NOVA has consented sxguiesced in the circulation
and sale of NOVA decoder cards throughout Euromk amparticular, in the UK.

This is deployed as a defence to any claim undeeciive 98/84/EC (on the
assumption they are wrong as to the proper int&apoa of the expression “illicit

device”) and also to the claim by FAPL for infrimgent of UK copyright. Consent or
acquiescence is to be inferred, they say, fromnalb@r of matters.

First, the defendants point to a number of aspetthe way in which the NOVA

business is presented from which, they submitant lbe seen that the whole NOVA
offering is targeted at an international audiende.particular they highlight, and |

accept:
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140.

141.

142.

143.

144.

i) The NOVA website intended for viewers has completesions in both Greek
and English.

1)) Channel listings on that website are in Greek amgligh.

iii) User Guides are provided on the website in Gredkeamglish.

iv) The electronic programme guide is provided in Grastk English.

V) The SuperSports channels show football leagues &mound the world.

Vi) The SuperSports channels show live cricket, wheretlare only a handful of
cricket clubs in Greece.

vi)  The SuperSports channels show rugby, when theremlseeight teams in
Greece.

viii)  The Filmnet channels carry Hollywood films, andytlt® not contain Greek
films.

iX) Channel names in Roman script and English langweagetargeted at an
international audience.

The defendants also say, and again | accept, tleatabove activities and the
maintenance of a complete dual language set upefrsite, programme guides and
sports sound tracks must involve a lot of money afidrt and that NOVA must
consider there is enough of a demand, or intendetibomer base, to warrant that
investment.

NOVA's position was explained by Mr Spiros Papdstablous, its legal advisor. All
the above matters were put to him in the coursecrobs examination and he
responded that NOVA is part of a multinational graaf companies and has many
subscribers in Greece who do not speak Greek. Meregport in general is popular
in Greece, minority sports such as rugby are ggimmnpopularity, and that some
sports such as cricket and rugby are of partianl@rest to subscribers in Cyprus. |
found Mr Papastathopolous to be an honest witnes$$ accept his evidence.

The defendants also say that NOVA has shown origited desire to enforce its
territorial restrictions and that it has turnedbland eye” to the export of its decoder
cards. Moreover, NOVA provides an easy route fod exports by allowing dealers
to circumvent its registration procedures and atgéicards on behalf of users.

It is true that the dealers have been allowed tivate cards on behalf of customers
but, as Mr Papastathopolous explained, it is noaws possible to determine whether
the supplier is calling or the customer. In addifidNOVA has tried to take action

against piracy but has real practical problemsniglaction against traders selling
NOVA cards for use outside Greece.

Overall, and having heard Mr Papastathopolous, Indb accept that NOVA has
consented, explicitly or implicitly, to the sale wse of NOVA cards outside Greece.
Nor do | accept it has turned a “blind eye” to sadivities or encouraged them or
created any expectation they are acceptable. If N@wd FAPL otherwise have a
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cause of action under Directive 98/84/EC, this dedefails on the facts. It also
provides no answer to any claim FAPL may haveribiigement of UK copyright.

Domestic or commercial subscriptions

145.

146.

147.

I am also invited to consider a further sub-issueelation to NOVA decoder cards,

namely whether the NOVA cards supplied by QC andweére issued to domestic or

commercial subscribers. Mr Papastathopolous enguathat a private subscription

costs at least €676.8 (on a monthly basis) or €684 one bonus month free if pre-

paid. The price for a commercial subscription isdzhon the number of seats in the
bar or pub, and costs at least €1080.

Mr. Richardson paid between €640-730 for his NOW&ds and Mr Chamberlain
between €657-682. | accept the claimants’ submisshat it is obvious that these
defendants would not have been able to purchaseneocial cards at these prices.

The claimants say this is another manifestatiothefmore general point that anyone
who obtains and uses a NOVA decoder card in thedo&s so without authorisation.

| accept that general proposition. It would app$éyrauch to anyone who uses any
decoder card outside the scope of his subscribbeeagent. However, for the reasons
I have explained, whether it provides the claimamith a cause of action under
Directive 98/84/EC must depend upon the properpnétation of that Directive and,
in particular, upon the scope of the expressidititiidevice”. However, it is another
reason why these matters in themselves provideefende to the claim by FAPL for
infringement of UK copyright.

Authorisation by ART

148.

149.

150.

The defendants contend that ADD or ART expressiynjieed and authorised the sale
of the ART cards in issue to end users in the UKatternatively, the defendants were
entitled to infer that ADD and ART consented to tsigales. Once again, this is
deployed as a defence to any claim under Dire@8/84/EC (on the assumption the
defendants are wrong as to the proper interpretatidthe expression “illicit device”)
and also to the claim by FAPL for infringement df dopyright.

This contention has two limbs. The first is baspdmuthe evidence of Mr Richardson
and is to the effect that the importation into th€ of ART cards and their supply to
QC for resale here was organised and arranged My Bertolelli, the Distribution
Manager of ADD, from which Mr Richardson and the ddan defendants were
entitled to infer that ART consented to such imatoh and resale.

The second limb is more fundamental and is thatemtan explicit statutory basis for
discriminating between goods placed on the mantié or outside the EU, the sale
of goods on a foreign market without any expressrigtion which is brought to the
attention of purchasers carries an implied authtiae to use them. This argument
was only developed in correspondence after thetantdge hearing and is based on
the decision of the Court of AppealBetts v Wilmot{1871) LR 6 Ch 239.

The defence based on Mr Bertolelli
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151.

152.

153.

154.

155.

156.

The evidence of Mr Richardson in relation to Mr ®Bé&lli was not entirely
consistent, but | do not regard this as surprisiagause he was trying to remember
events that took place some four years ago. Nesledb, | feel able to make the
following findings.

Mr Richardson originally obtained ART decoder cafidsn various internet based
businesses but found that they were selling so neetlecided to contact ART directly
to see if he could obtain them at wholesale priefesnoted that the name ADD and a
German contact number appeared on the back ofrcel@aoder cards. Upon ringing
that number in about early 2004 and explaining Heatvanted to buy ART decoder
cards, he was told he needed to speak with a MrBertolelli who was presently
unavailable. He was also told that Mr Bertolellisnavolved in the sale of satellite
cards throughout Europe and to other countriesedls Mr Richardson left his details
and Mr Bertolelli subsequently returned his call.

Mr Richardson explained to Mr Bertolelli that hented to purchase ART decoder
cards direct from ADD with fixed period access he tArabesque satellite network.
He also told him that the cards were for use inUlke that many of his customers
were likely to be interested in football and tha imtended to make the cards
available to anyone interested in buying them,udiig publicans to whom he sold a
range of other products. He provided to Mr Berto@igtails of the QC website.

Mr Bertolelli told Mr Richardson that he could nbuy ART decoder cards from
ADD in Germany but that he could buy them from @as other businesses with
which Mr Bertolelli was apparently associated. OWex course of the next two years
Mr Richardson duly did buy a considerable numbeABRT cards and these were
supplied through companies or businesses variokshwn as “AA Services”,
“Sources” and “Fenland Investments”. Throughous titne, and as a result of the
way he came to make contact with Mr Bertolelli, Richards told me, and | accept,
that he thought Mr Bertolelli worked for (or at &avith the consent of) ART.

There is one other matter arising from Mr Richardscevidence which | should
mention. In his first statement he explained that Bértolelli visited him in about
November 2004 and invited him to become an offidedler of ART decoder cards in
the UK. Mr Richardson said he was delighted to pictlkis invitation because he
thought that it would mean that he had a reliabigplyy of ART decoder cards with
the blessing of ART, through its subsidiary ADD addtributor AA Services.
Moreover, this agreement is expressly relied upothé defence to these proceedings
as providing consent to the sale of ART cards & UK. However, | am quite
satisfied from the terms of the agreement, the scex@mination of Mr Richardson
and the evidence of Mr Hollstein, the Managing Btoe of ADD, that the agreement
has nothing to do with the ART decoder cards ofclwldomplaint is made in these
proceedings. Instead it relates to European syfigoricards. Indeed, Mr Richardson
never sold any cards under that agreement at dlltla® impression given by his
witness statements that it was relevant to theseeedings did him no credit.

The position of ART was explained by Mr Hollsteirfound him to be an honest and

careful witness and | accept his evidence, the mahtaspects of which | now
summarise.
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157.

158.

159.

160.

161.

162.

163.

The ART decoder cards sold and supplied by QC ar&uaropean cards. Rather, they
are cards intended for the North African market #mely carry Moroccan, Algerian
and Tunisian telephone numbers. This is confirmgbRichardson’s own exhibit 4
to the witness statement he made on 31 October BO&nhnection with proceedings
before Durham Magistrates Court against Ms Kersghef Wheatsheaf Inn, Chester-
le-Street in Durham.

Mr Bertolelli was employed by ADD at its office France from 1 October 2004 (that
is to say, some time after he had begun to arrahges supply of ART decoder cards
to Mr Richardson) until 10 March 2006. Mr Hollsteiras his line manager. He was
employed as a Marketing and Distribution Manageddwelop sales and distribution
strategies for ART decoder cards. As part of hig,ree was authorised to sign dealer
agreements for the distribution of ART decoder sard North Africa, the Middle
East and Europe.

As | have mentioned, ART sells different packagéspmgrammes for different
territories. The European cards are available Wbs@iption and give access to
programmes (mainly movies, children’s programmegrioss and religious
programmes) where ART has worldwide rights. Buyttie not contain any European
sports programming. The ART sports channels arg awhilable on decoder cards
intended for North Africa and the Middle East. Blrtolelli and other employees at
ART and ADD have always understood the differene®vieen the decoder cards and
that decoder cards intended for North Africa arelktiddle East were not to be sold
in Europe.

Accordingly, it was made clear to Mr Bertolelli th@e was not permitted and had no
authority to sell or supply prepaid North AfricarRA decoder cards to distributors in
Europe. This was described as a fundamental peeohithe business.

AA Services is a company based in Morocco and ARB $old to it North African
decoder cards for resale and use only in theaeyrdf Morocco. It is not a subsidiary
of ADD, nor part of the ART group of companies. Mollstein was not aware that
Mr Bertolelli had supplied Mr Richardson with Nowfrican ART cards until he was
informed of it in connection with these proceedingad ADD been in possession of
evidence that Mr Bertolelli was supplying North ik&n ART cards to a distributor in
the United Kingdom, ADD would have immediately témated his employment
contract.

This review shows there is an apparent inconsigtémaelevant dates in that Mr
Richardson made contact with Mr Bertolelli throu§pD before the commencement
of his employment. | conclude that the most likelplanation is that Mr Bertolelli
had a commercial relationship with ADD from abouwtrlg 2004. Mr Hollstein
accepted that Mr Bertolelli was purchasing cardbuadle with decoders from that
time and the evidence shows it is likely he was alsing an ADD mobile — because
the number of his mobile was confirmed by Mr Halistto be that of an ADD mobile
and it is the one which Mr Richardson used to &iBertolelli from the outset.

Nevertheless, the defendants submit that Mr Halisteefusal to accept that ART
had permitted Mr Bertolelli's sales of North AfritaART decoder cards into Europe
should be treated with caution for five reasons.
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164.

165.

166.

167.

168.

First, the defendants say that Mr. Hollstein hadli¢oto protect his company's
commercial interests. | reject this submission. Mollstein frankly accepted that if it
were to become apparent that ART has knowingly beesived in exporting North

African decoder cards to the European market it ldvoaffect its chances of
negotiating for future rights. But | do not seettlas a reason for rejecting his
evidence.

Secondly, the defendants submit that surreptitiousdeniable” selling of North
African decoder cards in Europe was very temptimgd) @made strong business sense. |
do not think there is anything in this point eithérdeed, it is contradicted by Mr
Hollstein’s acceptance any such trade would dan#ig&’s prospects of securing
rights from FAPL in the future.

Thirdly, the defendants say that the sale of theoder cards would help to defray the
huge cost of renting bandwidth for the ART chanoelthe Hotbird satellite. No
doubt it would, assuming it did not prejudice thegpect of ART securing rights in
the future, but again | do not see this as a reasdisbelieve Mr Hollstein.

Fourthly, it was suggested that the fact that ARTSing the Hotbird satellite is itself
sinister. The difficulty with this submission isathMr Hollstein gave evidence as to
how ART came to use the Hotbird satellite and whiids continued to do so. In
short, it began with a joint venture with a broasteacalled TPS in France which was
using Hotbird and Viaccess encryption. For ART &pgart of this bouquet it had to
use the same satellite and the same technologgc8hers in North Africa were then
able to see the ART channels and the TPS chanleglsed for North Africa. Some
three years ago, ART attempted to switch its N@éiftican subscribers to Nilesat but
this proved to be a commercial failure. The threemnmarkets, Morocco, Algeria and
Tunisia are all French speaking and enjoy the Freonitent available on Hotbird. In
addition, their satellite dishes were facing intttimection. Overall, | found this to be
a reasonable explanation and it is one which | @icce

Fifthly, the defendants say that the evidence stppan inference that ART was
aware of Mr. Bertolelli's activities and of the saif North African decoder cards into
Europe. | am unable to accept this submissiors. flat contrary to the evidence of Mr
Hollstein which | have summarised. Mr Bertolelliga® to supply decoder cards to
Mr Richardson long before he was actually empldygdDD, albeit at a time when |
think they had developed a commercial relationshgm also prepared to accept that
ADD put Mr Richardson in touch with Mr BertolelBut that does not mean to say
that ADD or ART knew about or consented to the sal&ir Richardson of North
African decoder cards for use in the UK. On thelertce, | am satisfied they did not.
As Mr Richardson explained in his first statemamthis first call to ADD he said he
wanted to buy ART cards. It was only in the cowshis subsequent discussions with
Mr Bertolelli that he explained which decoder cangswanted to buy and where he
wished to sell them. Thereafter, Mr Bertolelli was sole point of contact. | do not
accept that ART or ADD employees were directinguesis to buy North African
decoder cards for use in Europe, to Mr Bertol®&llor do | accept that anything ART
or ADD did amounted to a representation that Mrt&@efli had their authority or
consent to carry out any such activities. Followimg employment on 1 October
2004, his activities were not incidental to the rexg3 authority he was given in his
position as Distribution Manager. On the contrathey directly flouted his
instructions. Moreover, in my judgment it is clehat Mr Bertolelli did not supply
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North African decoder cards to Mr Richardson ondifebf ADD or ART. The
invoices were always in the name of a third party.

169. Sixthly, the defendants argue that there is noendd that ART and ADD have made
any attempt to stop something they say is not gexchiThis submission goes too far.
As | have explained, ART has sold different packageprogrammes for different
territories. It was made to clear to its distrilistan North Africa and the Middle East
that they were only permitted to distribute prepAidT cards in those territories.
Since 2004, North African ART decoder cards havd Wdrican contact details
printed on them, and since about December 2005 hbheg carried a warning that
they are not to be used outside the authorisedtoiees. Mr Hollstein also gave
evidence that today ART only uses wholly owned gliases to distribute its cards in
North Africa so as to control what he describethassecond level of distribution.

170. In conclusion, neither ART nor ADD consented to #iogivities complained of. This
defence fails on the facts.

Implied licence from sale without restriction

171. |turnthen to consider the second limb. The dedetsldraw a distinction between the
subscriber system of distribution adopted by NOVAd ahe countdown system
adopted by ART. The countdown system involved isgliecoder cards to consumers
through distributors without any express restrict#s to where, by whom or for what
purpose they might be used. In this regard thendiefiets rely upon the fact that, prior
to December 2005, the decoder cards did not cayyaarning that they were not to
be used outside North Africa or the Middle Easteylsubmit that, until the cards
carried such a warning, purchasers were entitleg$ome, as iBetts v Wilmoftthey
could use the cards in any country and for any @segpAccordingly, they could use
them in England for the purpose of showing Prerbéargue matches in pubs.

172. In my judgment this submission is misconceived tfus reason. FAPL cannot be
bound by the purported grant by a licensee (her&)AR a right that the licensee did
not possess. This is not a case Beits v Wilmottwhere the rights holder marketed
the goods in issue. | believe it is clear from tekems of the licence set out in
paragraphs [31]-[35] above, considered as a whbé, FAPL's licensees were not
authorised to permit the use of decoder cardsdaritsie territory the subject of the
licence. In the case of ART that territory was NMo#ifrica and the Middle East. An
analogous situation arose iNlinnesota Mining & Manufacturing Company v
Geerpress Europe Limitefl973] FSR 133. There Graham J granted an interim
injunction to restrain the importation into the WK goods alleged to infringe a UK
patent despite the fact those goods had been nmaldeodd in the United States by the
claimants’ licensee under the United States patédatheld that no rights could be
passed to the defendants which the United Staiesdee did not itself have.

173. Nor, it seems to me, did ART have ostensible aitthtw give any such permission,
particularly in relation to the UK. As | have expiled in considering the case based
upon the activities of Mr Bertolelli, ART operatédo quite different systems of
distribution. The cards distributed in Europe waxailable on subscription but did
not permit access to FAPL programming. The countd@ards intended for the
North African market carried Moroccan, Algerian andnisian telephone numbers.
Moreover, it was and is well known that other breasters distribute decoder cards
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174.

175.

which give access to FAPL programming in otherit@ries, including the UK. In
my judgment FAPL has done nothing to represent bsde or conduct that ART has
authority to permit access to FAPL programminghia UK.

The claimants also contend that the reasoningefCiburt of Justice in joined cases
C-414/99, C-415/99 and C-416/%9no Davidoff v A&G Import$2002] RPC 20 is
apposite and refer in particular to the statemdnthe Court at [45] which, they
submit, is of general application:

“In view of the serious effect in extinguishing tleclusive
rights of the proprietors of the trade marks iués# the main
proceedings (rights which enable them to contre ihitial
marketing in the EEA), consent must be so exprefisadan
intention to renounce those rights is unequivocally
demonstrated”

| have considerable sympathy with the submissiagethaiporDavidoffbut prefer to
express no final view upon it because it is noteseary to do so and it was not fully
argued.

Copyright - introduction

176.

177.

The copyright claims do not stand or fall as a whelith the case under the
Conditional Access Directive (98/84/EC). They ass the claimants say, free
standing. However, as | shall explain, one of th&dces depends upon whether the
activities of the defendants are unlawful.

| would observe at the outset that the case is tongnd its inherent difficulties were
compounded by a series of amendments to the plgmdirthe run up to trial, the late
service of important evidence, the emergence aoessiuring the course of the trial
and the amendment of the pleadings (with my peron¥sn the middle of the trial to

introduce yet further infringement claims unde®s0t the CDPA.

Copyright - subsistence and title

178.

179.

Film

Pursuant to case management directions give byidN@dron 6 December 2007, the
issues of subsistence of and title to copyrighttaree determined by reference to the
World Feed of one specimen Premier League matclgalViv Arsenal on 19
November 2005. During the course of the proceedimdhough regrettably not
before, the parties helpfully produced a colourrtigentifying the various copyright
works relied upon, the areas of agreement and i@isagent as to subsistence of and
title to copyright and as to which copyright woskere contained in NOVA’s DVDs
of representative matches, the ART studio broadwaatrepresentative match and in
the material ART intended to broadcast for non-studatches. | append that chart, in
edited form, together with a colour key, to thidgment as Annex 1.

It can be seen FAPL claims copyright in some 25k&dalling into three categories:
(a) film, (b) artistic and (c) sound recording andsical. | will address them in turn.
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180.

181.

182.

183.

FAPL relies on the following sorts of film describesarlier in this judgment:-
Opening Sequence Film, Opening Sequence GrapHios Fievious Highlights Film,

Match Highlights Film, Special Features Film, N&4&tch Preview Film, On Screen
Graphics Film, Match Film (via Action replays), @leLive Feed Film, World Feed
Film, and IMG Match Film.

Subject to one exception and one qualificationssibnce of copyright in all these
works and title to that copyright for the purposébringing a claim is admitted (I say
this because issues of joint ownership have bdever to be determined at a later
date, if necessary).

The exception is the IMG Match Film. It has neveeb identified in the specimen
match and neither | nor the defendants have araywdet the film looks like. In these
circumstances, | am not prepared to find that dgpyrsubsists in this film or that it
was included in the specimen broadcast (or, aswatrehat any such copyright has
been infringed) and all claims in respect of it.fai

The qualification is that the Opening Sequence Fitnevious Highlights Film, Match
Highlights Film and Next Match Preview Film are qamised to varying degrees of
film that is lifted from other films. During the oose of the trial the defendants
abandoned any point under s.5B(4) of the CDPA ¢tbatright does not subsist in
these works at all but maintain that it does nbis&t to the extent that they are copies
of the films from which they were taken. In thegewnstances | think this is a point
which is better considered in addressing infringetmand reproduction of a
substantial part, rather than subsistence.

Artistic works

184.

Twelve different artistic works are relied uporheBe comprise various graphics,
devices and logos. Subsistence of and title to rigptyare admitted in respect of each
of them. Of these works, the most important are twdra described as Opening
Sequence Graphics, On Screen Graphics, two versibrihe Barclays English
Premier League Device, two versions of the BarcRremiership Device and Eagle
and Ball Device and finally, the Barclays Eagle &adl Device.

Sound recording and musical work

185.

Only two works are relied upon, but they are of eaignificance, as | shall explain.

They are the sound recording of the Premier Ledgubem and the Anthem as a
musical work. Subsistence of and title to copyrighboth is admitted, save that it is

not accepted that FAPL had title to the copyrighthie sound recording at the date of
the claim. This, however, is a matter which FAPIn ezasily address and it has
indicated it will do so.

Copyright — what was actually broadcast?

186.

Pursuant to the same order of Norris J, the is$wehat was broadcast by NOVA is
also to be determined by reference to three specimaches: Portsmouth v Chelsea
on 26 November 2005, Portsmouth v Bolton on 25 &aper 2006 and Arsenal v
Manchester City on 17 April 2007. In the case ofTARhe content of studio games is
to be determined by reference to the Manchestgr\CManchester United match on
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5 May 2007, this being the only ART studio gamevbich a recording was available

in evidence. Unfortunately, and through no faultied defendants, there is no record
of a non-studio match at all. For this purpose,ldbst evidence that | have is that of
Mr Balchin, which, despite its late service, | atted into the proceedings.

NOVA - what was broadcast

187.

188.

189.

190.

191.

The claimants made a concession during the codrsee drial which is not shown in
Annex 1 and goes to the NOVA and ART broadcastgt isocconvenient to mention it
now in relation to both. The concession is thattladl pink boxes in relation to the
Clean Live Feed Film, the two versions of the BayslPremiership Device and Eagle
and Ball device and the two versions of the Baglaleeve Badge were not contained
in any of the specimen broadcasts and accordiriglyld be coloured red. There can
therefore be no infringement arising from theirlirsaon in a NOVA broadcast or an
ART studio broadcast. According to Mr Balchin, tBarclays Premiership Device
and Eagle and Ball Devices were, however, includedthe ART non-studio
broadcasts (and hence these are coloured greke ialile).

I must now consider the areas of dispute. The Gostcerns the NOVA DVDs. Mr
Papastathopolous said in his evidence that it i8/A'® practice to make copies of
matches as broadcast (indeed it is, he says, bloy@reek law to do so) and it has
provided DVDs of each of the three representatietcires to be used for assessing
infringement. However, | am satisfied that thesanca be recordings of what was
actually broadcast by NOVA. At half time the rediogs go blank and there are no
advertisements. | accept the defendants’ submigsianthe recordings must have
been made at some intermediate stage within NO\&#uslios. Nevertheless, they
bear the SuperSport logo and, for much of the tim&reek commentary. | conclude
from the evidence of Mr Papastathopolous undersceaamination that the material
on the DVDs was broadcast, subject to the importaieat that the Greek
advertisements might have continued past the @bdmtich the DVDs begin, but not
so far as to interrupt any part of the coverag#hefactual games.

This brings me to consider the yellow boxes showrAnnex 1 in relation to the
Portsmouth v Chelsea game. In the case of this Bhépe is no Greek commentary
for the first two minutes and 19 seconds of the@raing. In the light of the evidence
of Mr Papastathopolous, | conclude it is likelystfibotage was not broadcast and that
during this time NOVA was actually broadcastingestimaterial and had not cut to
the Live Feed. The yellow boxes should thereforecie

It follows the claimants have not established tN&VA broadcast the Opening

Sequence Films, the Opening Sequence Graphics,RisSpecial Feature Films or
the Next Match Preview Films in any of the repréagwe matches. Any claim in

respect of these works arising from their inclusiorat NOVA broadcast therefore
fails. They have, however, shown that Match HighigFilms were broadcast and, on
one occasion, part of the Previous Highlights Filthe Clean Live Feed Film has
also been used, and admittedly so, in Match Higkgidrilms.

The claimants have also established that, durimg d@ttual matches, On Screen
Graphics Films and parts of the Match Films wereadcast, the latter in so far as
they were used in Action Replay Films.
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192.

193.

As for artistic works, it is accepted the broadsastluded On Screen Graphics, two
versions of the Barclays English Premier Leagueid@eand the Barclays Eagle and
Ball Device. However, the claimants have failedegiablish any broadcast of the
Opening Sequence Graphics, the Barclaycard LodesBarclays English Premier
League Device and Eagle and Ball Device, the BgsclRaremiership Device and
Eagle and Ball Devices or of the Barclays Sleevdg®a. Any claim in respect of
these works arising from their inclusion in a NOYroadcast must therefore fail too.

The final category concerns the Anthem as a soaodrding and musical work. The
claimants rely upon this as having been playethénQpening Sequence Films, as the
players line up a few minutes before the starthef mmatch and also during the
Previous Highlights Films and Match Highlights Fdrtwhich may be shown at half
and full time). For the reasons | have given, Indd accept the Opening Sequence
Films were broadcast in any of the representatisgches. However, the broadcasts
did include the Anthem in the player line up, thatdh Highlights Films and, in the
case of Portsmouth v Chelsea and Arsenal v Manehe3ity, in the Previous
Highlights Films.

ART — what was broadcast

194.

195.

196.

The position in relation to ART is relatively stgaiforward, as Annex 1 shows. For
the studio match between Manchester City and Masteh&nited on 5 May 2007, it
is easiest to refer simply to what did form parthef broadcast. It is apparent that only
On Screen Graphics Films, the Match Film (via Acti®eplays), On Screen
Graphics, the two versions of the Barclays Engksbmier League Device and the
Barclays Eagle and Ball Device were included. Il dgth the Anthem below.

For the non-studio matches the position is notrelytisatisfactory because | do not
have a representative match. The defendants sutadit| should not draw an
inference that what was intended to be broadcastinvéact broadcast and hence the
claim must fail. | am unable to accept this submissvhich | consider unreal. | am
satisfied from the evidence of Mr Balchin that @#lé copyright works relied upon
(except for the World Feed Film, the Barclays EstglPremier League Device and
Eagle and Ball device and the two Barclays SleeadgBs) did, on occasion, form
part of the broadcast and consequently do formb#ses for a claim. However, that
does not mean to say that all were used on evergsain and | do not accept that
they were. Mr Balchin said himself in respectlué schedules “there is moveability
everywhere” and this is supported by an internetast produced by the claimants
during the course of the trial, a representatiowloich forms X25. This suggests, for
example, that the Opening Sequence Film and Prewbghlights Film did not form
part of the non-studio ART broadcast of the ArsanManchester City match on 17
April 2007.

Finally, | must address the Anthem as a sound d@egrand musical work. As | have
mentioned, the claimants rely upon this as haviegnbplayed in the Opening
Sequence Film, as the players line up a few minoéésre the start of the match and
in the Previous Highlights and Match Highlightsn#sl. For the reasons | have given,
it follows that all were included, on occasiontie ART non-studio broadcasts. On
the other hand, for the studio match, | do not pcdee Opening Sequence Film, the
Previous Highlights Film or the Match Highlightdriwere broadcast. However, the
broadcast did include the player line up.
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Issues arising in relation to particular works

197.

Certain issues arise in relation to particular vgoakd it is convenient to deal with
them at this stage.

Sound recording

198.

199.

200.

201.

As | have explained, a sound recording of the AmtHerms part of the Opening

Sequence, Previous Highlights and the Match Higitdid=ilms and is played during

the player line up. However, it was accepted dutiregcourse of the trial that in so
far as it is embodied in a film then it is to beated as part of the film by virtue of
s.5B of the CDPA and no separate claim can be nmaespect of it. That leaves the
player line up. Here the defendants say its inolusin the World Feed is incidental

and hence they have a defence in respect to edjelinfringements under s.31 of the
CDPA which reads:

“(2) Copyright in a work is not infringed by itsdidental
inclusion in an artistic work, sound recording, nfil or
broadcast.

(2) Nor is the copyright infringed by the issuehe public
of copies, or the playing, showing or communicattonthe
public, of anything whose making was, by virtuesabsection
(1), not an infringement of the copyright.

(3) A musical work, words spoken or sung with nocusir

so much of a sound recording or broadcast as ieslua
musical work or such words, shall not be regarded a
incidentally included in another work if it is dedrately
included.”

The Anthem is played at the stadium during theygrldine up and picked up by
microphones rather than being injected electrolyidato the World Feed. So, the
defendants say, and | accept, the extent to whiclan be heard depends upon the
quality of the sound system at the ground and twtipning of the ambient sound
microphones. Accordingly, they invite me to inféat it is intended to be heard by
the spectators at the ground, just like an annauang say for a boy who has been
separated from his father and, though it might ickgal up by the World Feed, it is
not intended for viewer many miles away, excepidietally.

The claimants say this is quite wrong. The reakerplayer line up is filmed and the
ambient sound at the ground recorded is to profafeL brand recognition and add
dramatic tension.

During the course of the trial a number of specsgrjuences in the NOVA DVDs
were played in court. | have since watched sequerwle the three NOVA
representative matches and the recording of the AfRd@io match. It became clear
that the anthem is not played at a consistent veluah all matches and, not
surprisingly, the background noise from the crowdariable too. In some of them |
could barely discern the sound of the Anthem at all
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202.

| have no doubt that the decision by broadcasterut to the ground and broadcast
the player line up together with the backgroundseoin the stadium is quite
deliberate. | infer its purpose is to convey to tiewer the atmosphere at the ground
and show the players lining up in the few momentgote the match begins.
However, | was not taken to any evidence which mighggest an intention
specifically to include the sound of the Anthem. Myn impression having watched
all four of the matches to which | have referredthat those responsible for the
broadcast were quite unconcerned as to whetheArtigem was playing at all, let
alone whether it could be heard by viewers. Hag thished to make sure it could be
heard, they could no doubt have placed a microplaoser to a speaker in the
stadium. | have formed the conclusion that neitherbroadcasters nor the viewers of
the broadcasts attached any importance to whelleeAnthem could be heard. The
objective of the broadcasters was to show the pdayee up and convey the sense of
excitement and anticipation in the stadium butiti®dusion of the Anthem was not
essential for this purpose. To the contrary, | egvéth the defendants that the
inclusion of the Anthem (so far as it can be heatrdll) was entirely incidental. The
defence in respect of the player line up theresoieceeds.

Musical work

203.

204.

205.

206.

207.

The claimants also say that the musical work endzbdéh the Anthem is played as
part of the Opening Sequence Film, during the pléige up and as part of the Match
and Previous Highlights Films. Here there is no parable provision to s.5B of the
CDPA and so all must be considered.

In relation to the player line up (but not in rédat to the films) the defendants
advance the same argument that its inclusion waddntal, and it again succeeds for
the reasons | have given.

One further point is taken. The defendants pourtt aghtly, that it only became

apparent during the course of the trial that tl@nthnts say that the version of the
Anthem played during the Match Highlights Film isddferent arrangement of the

musical work. In these circumstances the defendartisit that there is no evidence
of what it is, how the arrangement came to be ca®por of how it came to be
recorded. So, they say, there has been no analydie two pieces of music and there
iS no evidence that a substantial part of the paighas been reproduced. In the
absence of either factual or expert evidence toeffect that the version played is
derived from the musical work, this claim shouldrbgcted.

| am unable to accept this submission. | have yudexl evidence that the original
Anthem was composed by Mr David Kelly, a Britishtizgn, pursuant to a
commission dated 1 August 2004 whereby all thetsighit were assigned to FAPL.
Indeed, it is admitted that FAPL owns copyrighthie Anthem. During the course of
the trial | heard the music played during the Mattghlights Film and which is said
by the claimants to constitute an arrangement @fAhthem and | formed the view
that it is indeed an arrangement of the originatli andoubtedly so. The similarities
are clear and unmistakeable. | do not think | neegience to establish what is
immediately apparent on listening.

| therefore find that the musical work was includedhe broadcast of:
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i) the NOVA representative matches, in the playee lup and in the Match
Highlights Film and, in the case of Arsenal v Maester City and Portsmouth
v Chelsea in the Previous Highlights Film;

1)) the ART studio representative match, in the pldiperup;

i) on occasion in the ART non-studio matches, in tipering Sequence Film,
the player line up, the Match Highlights Film artee tPrevious Highlights
Film; however,

iv) the defence of incidental inclusion in the cas¢éhefplayer line up succeeds.

Action Replays

208.

2009.

The claimants do not rely upon the Action Replag/s@pyright works in themselves.

Instead they say the Action Replays embody a sotwskgart of the various Match

Films. It seems that the amount of any one Matdim feised in an Action Replay is

only a few seconds, at most, whereas a Match R&ts lfor at least 90 minutes. In the
circumstances the defendants say the Action Replayst embody a substantial part
of the Match Films.

| reject this submission. It is true that the AatiBeplays embody a relatively short
extract of the Match Films. But it is well estabksl that what amounts to a
substantial part is a question of fact and degreedepends upon both quality and
quantity. Action Replays reproduce incidents oftipatar interest to the viewers,

such as goals, near misses, demonstrations ofylartskill and the like. | was shown

some samples during the course of the trial. Sefitdfootage is shown to enable the
viewers to appreciate the incident. In my judgméhgse extracts do amount to a
substantial part.

The Madden defendants

210.

211.

212.

I must now provide a little more detail in relatitmthe Madden defendants.

Liability of these defendants is sought to be dithéd on the basis of a series of
visits by investigators which revealed that on ipatar dates ART matches were
being shown in their pubs. There is no pleadedjatlen that they have shown any
NOVA matches. The parties were therefore agreetl st determine the liability
of these defendants by reference to the particukaiches they are alleged to have
shown.

| am satisfied that the following matches were show

i) The “Pig & Whistle” (Mr Madden): Bolton v Tottenhaon 19 August 2006
and West Ham v Arsenal on 5 November 2006. Botlewardio matches.

i) “Earls” (Mr Raval and SR Leisure): Wigan v ManclestUnited on 14
October 2006 and Reading v Tottenham on 12 Noverb@6. The former
was a studio match and the latter was a non-studich.
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213.

214.

iii) The “Crabtree Inn” (Mr Houghton): Manchester UnitgdFulham on 20
August 2006 and Newcastle v Sheffield United on @véinber 2006. The
former was a studio match and the latter was astodio match.

iv) “London House” (Mr Owen): Manchester United v Futhan 20 August 2006
and West Ham v Arsenal on 5 November 2006. Botlewardio matches.

The general findings | have made in relation to ¢batent of the ART broadcasts
therefore apply to these particular matches. Howetere is one further matter |
have to consider arising in relation to the Anthdine defendants say that in relation
to the studio matches, the only time it could héwened part of the programme
actually shown to members of the public was dutimg player line up. Moreover,
they say that both in the case of the studio andstedio matches in issue, there is
simply no evidence in the case as to when the saueadch of these premises was
turned on or, indeed, whether it was turned orlatrathis respect, the reports of the
investigators are silent and the defendants thems&hose not to give evidence. The
claimants respond that it is overwhelmingly likeéhe sound was turned on and that
the defendants are shutting their eyes to reality.

| have to say that | find it unsatisfactory haviegdecide an issue such as this with
such a paucity of evidence. | also have no doudtt ttn occasion, pubs and bars do
screen programmes with the sound turned off. Biinlk it unlikely that a Premier
League match would be screened without sound éwtiole match in circumstances
where the publican has paid for a decoder cardatridast some members of the
public are likely to have attended the premises wlie intention of watching that
match. However, that is not the end of the mattarust also consider when and for
how long the sound was turned on. This is altogethere difficult. As Mr Mellor
QC, who appeared on behalf of the claimants, oksenv relation to studio matches:
“If you have got a studio match from Jordan, youehgot a bunch of Arabic and you
would have to turn the sound down.” So, in the cafséhe studio and non-studio
matches shown by the Madden defendants and uparhwie claimants rely, how is
it possible to decide when the sound was turnedrehwhen it was turned down? |
do not think this can be determined now without ewiglence one way or the other. It
seems to me to be perfectly possible that it waguraed on until the game actually
started and was then turned down again at half timieen there were Arabic
commercials) and at the end of the match. Norhendase of these particular non-
studio games do | have evidence of precisely howhai the World Feed was used.
The claimants simply have not made out their chae the Anthem was played out
loud by any of the Madden defendants in any ofsikéART matches pleaded against
them.

Infringement — copying in the decoder and on the tevision screen

215.

This is the first of the three allegations of infement and it raises a number of
issues:

i) Are copies of the whole or a substantial part ef ¢topyright works made in

the decoder boxes of the Madden defendants andsdthevhom AV and QC
have supplied NOVA or ART decoder cards?
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216.

Are such copies made on the television screensig@ops to whom AV and
QC have supplied such cards?

Do the defendants have a defence to any suchgeiment claims under
S.28A of the CDPA?

Do the defendants have a defence to any such geiment claims under s.72
of the CDPA? This issue is intimately tied to thewn allegation of
infringement under s.19, to which s.72 is alsoetias a defence. | deal with
s.19 and s.72 later in this judgment and consid& as a defence to copying
in that context.

Further questions arise (in relation to this ar@dther allegations of infringement) as
to whether the acts complained of are lawful byso@aof the Directive 93/83/EEC
(the Satellites and Copyright Directive) and wi@® single market and competition
arguments which | also address later in this judgme

Are copies of a substantial part of the copyriglotks made in the decoder boxes?

217.

218.

The essential facts are not disputed. The claimamd the defendants’ experts,
respectively Mr Clark and Dr Allan, agreed that ecader must comply with the

Digital Video Broadcasting (DVB) standard that sed to encode the video stream.
This constrains the decoder to having certain feafwso that:

i)

for video data, the decoder assembles copies ofelain parts of memory
known as frame stores. These stores need to haid ffames of video,
representing approximately 160 milliseconds of widl@ages. A minimum of
a single frame is also routinely held in a part mémory known as a
framebuffer, from which the video data is outputite television.

for audio data, the decoder deals with the aud®ast separately and must
synchronise it with the video output. It makes pycof fragments of the audio
stream, which it stores in its working memory uiitiheeds to be output with
the corresponding video data, and is likely to lagcstorage for in the order
of up to 160 milliseconds.

The acts restricted by the copyright in a work uide the making of copies of the
whole or a substantial part of it. So far as reféyva.17 of the CDPA provides that
copying is to be construed as follows:

“(2) Copying in relation to a literary, dramatic,usical or
artistic work means reproducing the work in anyenat form.

This includes storing the work in any medium byc#lenic
means.

(4) Copying in relation to a film or broadcastliumbes making
a photograph of the whole or any substantial phany image
forming part of the film or broadcast

Page 54



Approved Judgment FAPL v QC Leisure

219.

220.

221.

222.

223.

(6) Copying in relation to any description of warkludes the
making of copies which are transient or are indideto some
other use of the work.”

Section 17 must be construed in conformity with ebiive 2001/29/EC (the
Copyright and Information Society Directive). Thisquires Member States to
introduce a reproduction right, defined in Artidewhich is subject to the exceptions
and limitations contained in Article 5, to whicheffer below. Article 2 reads:

Article 2
Reproduction right

Member States shall provide for the exclusive righauuthorise
or prohibit direct or indirect, temporary or perreah
reproduction by any means and in any form, in whalen
part:

(a) for authors, of their works;
(b) for performers, of fixations of their perforncas;
(c) for phonogram producers, of their phonograms;

(d) for the producers of the first fixations offi§, in respect of
the original and copies of their films;

(e) for broadcasting organisations, of fixations tfeir
broadcasts, whether those broadcasts are trangrbittevire or
over the air, including by cable or satellite.

It is clear that fragments of the various film wsrihe musical work and the sound
recording are stored sequentially in the decoddre Guestion is whether such
fragments individually amount to a substantial mdrthe copyright work and, if not,
whether they should be considered collectively.

The claimants point out that the defendants admitet is a reproduction of the whole
or a substantial part of each frame of the videsash and suggest that it follows that
any argument that a substantial part of the whobekws not copied is hopeless.
Moreover, they say the whole of each of the wosksdpied fragment by fragment,
just as a book might be copied page by page.

The defendants do not accept this is the corrqutoaggh. They say that a frame in a
video stream does not amount to a substantialgoaltunlike the book analogy, at no
time does a copy of a substantial part of the dghymwork exist.

This dispute gives rise to two questions which atdeast to some extent, interlinked:
first, does a fragment consisting of four framesaokideo stream amount to a
substantial part? Second, in considering whetheubstantial part has been copied,
does one consider whether the material in existacany one point in time is a
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224.

225.

226.

227.

228.

substantial part, or does one consider the wholenwe of material which is
progressively created and then destroyed?

As to the first question, | have reached the caeclu that four frames do not
constitute a substantial part of the film workseylccupy a fraction of a second and
there is no suggestion that they have any inherahte other than as part of the
whole. | believe this conclusion is supported by thrms of s.17(4). The defendants
say, and | agree, this appears to be intendedé&bvdh the facts of, for example,
Spelling Goldberg Productions v BPC Publishing [1881] RPC 283. In that case
HH Judge Mervyn Davies QC, sitting as deputy judgéhe High Court, found that
under the 1956 Act an individual frame did not im)le the copyright in a film
because it did not itself have the characteristica film; but he was reversed on
appeal on the ground that the Act merely requiredftame to be part of the film,
which it undoubtedly was. The CDPA amended theitarespect of film copyright to
include the “substantial part” requirement. Howeverorder to address tt#&pelling
Goldbergtype of case, it was felt necessary to make sp@c@lision to preserve
infringement in the case where a photograph is nfiadhe the frame of a film.

“Photograph” is widely defined in s.4(2) of the CBBs “a recording of light or other
radiation on any medium on which an image is formegroduced or from which an
image may by any means be produced, whéeth is not part of a filh(emphasis
added). But the frames held in the decoder boxiar@hotographs, not least because
they still form part of a film. So they are not desd by s.17(4) to be copies of the
film in which they are included.

In my judgment, the structure of s.17 and the isido of a specific provision for the
making of photographs strongly implies there wasstaiutory intention to make a
few frames of a film a substantial part when oneadssidering the copying of one
film in the form of another film.

This brings me to the next question which is whethé appropriate to consider the
fragments on a cumulative or rolling basis. Theneémts say that some support for
this approach can be derived from the cases refaoen the judgment of Peter
Gibson LJ inNewspaper Licensing Agency v Marks & Spence[38l61] RPC 76 (at
[30]-[34]). I note that Laddie J expressed somebt®about the reasoning in this line
of authority inElectronic Techniques (Anglia) Ltd v Critchley Campnts Ltd1997]
FSR 401. However, be that as it may, | do not kelig¢ can be applied where the
copies relied upon are successively destroyed ashanent part of the process about
which complaint is made. In my judgment it is sigjnplot possible to fit such a
situation into the language of the statute. It iestricted act to make a transient copy
of a substantial part of the work. In other wordtlse substantial part must be
embodied in the transient copy, not a series démiht transient copies which are
stored one after the other in the decoder box.

| feel confirmed in this conclusion by the reasgnat Emmett J irAustralian Video
Retailers Assn Ltd v Warner Home Vid@601) 53 IPR 242, a decision under ss.10
and 86 of the Australian Copyright Act of 1968[GH]:

“It is clear that neither the whole nor any substdrpart of a

cinematograph film or motion picture is ever emleodin the
RAM of a DVD player or personal computer at anyegitime.
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The mere fact that, over a period of time, beirgtime taken
to play the motion picture or cinematograph filimytparts of
it are sequentially stored in the RAM of the DVDayér or
personal computer does not meant that the motiotungi or
cinematograph film is embodied in such a device. ”

229. Irecognise that the Australian Act is differentie CDPA in that the infringement is
the making of a copy, rather than copying, and ‘timatterial form” is defined as any
form of storage from which the work can be repralddowever, neither of these
points seem to me to impact on the reasoning ofutige in the paragraph | have
cited, and | believe it accurately reflects theifms under the CDPA.

230. Finally, | also accept the defendants’ submisstmat this approach is supported by
purposive considerations and that a rolling actcgying of this kind should be
prohibited, if at all, by the restricted act relat¢o the kind of act in which the rolling
takes place.

Are copies of a substantial part of the copyriglotks made on the television monitors?

231. Inthe QC and AV actions (but not, apparently,ha tase of the Madden defendants)
the claimants also rely upon the copies createdlipglaying the World Feed on
television screens in pubs. Obviously this canpmiyato the musical work or sound
recording, but it does apply to the films and &dig/orks.

232. | have to say that | entertain some doubt as tahenghose who framed the CDPA
ever contemplated that displaying an image on avigbn screen amounts to
copying. However, s.17 must be construed in thit laf the Directive and, despite
my reservations, | have reached the conclusionitli®indeed this broad. The words
of Article 2 and the section are clear. The repatidm right includes the making of
temporary copies by electronic means, subject ¢odéfence to which | refer below
and the copies may be transient. | am confirmedhis view by the decision of
Aldous J inBookmakers Afternoon Greyhound Services v Wilfe&il{Staffordshire)
Ltd [1994] FSR 723, a decision under the Copyright 2856 which, like the CDPA,
restricted “reproducing the work in any materiafnid. Aldous J held that the
defendants infringed the copyright subsisting iceraards by showing them on
television monitors in their shops. This, he foumdolved reproducing them in a
material form. In my judgment the position undex @DPA is no different.

233. As to whether the whole or a substantial part ef fiim works are reproduced, the
claimants’ position is no stronger than for theatksr.

Summary of conclusions in relation to substant&t p

234. | conclude that copies of a substantial part of films, the musical work and the
sound recording are not made in the decoder orhentelevision screen. This
conclusion is reinforced in relation to the Open®gguence, Previous Highlights,
Match Highlights and Next Match Preview Films whiake, as | have mentioned,
comprised to varying degrees of other film. In apds they rely upon any element of
collocation for originality it is even harder toeshow a part lasting no more than a
fraction of a second could be said to be substantia
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235. But the position in relation to the artistic worghe various graphics, devices and
logos) is different. | accept that these are repeed in full within one frame of the
broadcast signal in the decoder and as seen daléwsion.

Defence under section 28A?

236. Section 28A of the CDPA implements Article 5(1)@ifective 2001/29/EC virtually
word for word and provides an exception to the adpction right in the case of
certain transient or incidental reproductions. @eti5(1) reads:

Article 5
Exceptions and limitations

1. Temporary acts of reproduction referred to irticle 2,

which are transient or incidental [and] an integmadl essential
part of a technological process and whose solegserps to
enable:

(a) a transmission in a network between third parthy an
intermediary, or

(b) a lawful use

of a work or other subject-matter to be made, ahtthvhave
no independent economic significance, shall be @tedhfrom
the reproduction right provided for in Article 2.

237. An elaboration of the purpose of this exceptiogii®n in Recital 33 of the Directive:

“The exclusive right of reproduction should be sabjto an
exception to allow certain acts of temporary repiibn,
which are transient or incidental reproductions;mimg an
integral and essential part of a technological esscand
carried out for the sole purpose of enabling eitb#icient
transmission in a network between third parties dy
intermediary, or a lawful use of a work or othebjsat-matter
to be made. The acts of reproduction concernedidh@ve no
separate economic value on their own. To the extetthey
meet these conditions, this exception should irelacts which
enable browsing as well as acts of caching to takee,
including those which enable transmission systemfsinction
efficiently, provided that the intermediary doed nwdify the
information and does not interfere with the lawise of
technology, widely recognised and used by industrypbtain
data on the use of the information. A use shoulddresidered
lawful where it is authorised by the rightholdemot restricted
by law.”

238. The defendants rely upon this defence both foctdmes produced in the decoder box
and on the television screens of viewers. It casd®® the defence has four elements:
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i) the temporary copy must be transient or incidental,
1) it must be an integral and essential part of anelcigical process,

iii) the sole purpose of which is to enable (a) a trésson of the work in a
network between third parties by an intermediany(l) a lawful use of the
work, and

iv) it must have no independent economic significance.

There is no dispute that the first two elements satisfied. As to the third, the
defendants say the use of the work is lawful. Tlemants say it is not and that
unlawfulness follows automatically from liabilitynder Directive 98/84/EC or for any
of the other claims of copyright infringement. Ireg, but this depends upon the
proper interpretation of that Directive and, if yhere right on any of the other claims
of infringement of copyright, this would seem todddtle or nothing. | should also
mention that in opening the case the claimants tgotm argue that thélurphy
decision leaves breach of s.297 of the CDPA in aobd in respect of the Madden
defendants, provided they had dishonest intent woidapayment of a charge
applicable to the reception of a programme, ansl Was the case. The defendants
objected to this allegation as having been raisigldowt warning and too late. Upon
my indicating | was sympathetic to this objectiche claimants withdrew the
allegation.

That leaves the final element, the reproductiontrhase no independent economic
significance. Here further guidance is providedAticle 5(5):

“The exceptions and limitations provided for in pgraphs
1,2,3 and 4 shall only be applied in certain speaaes which
do not conflict with a normal exploitation of theovk or other
subject-matter and do not unreasonably prejudiedethitimate
interests of the rightholder.”

Further, the opinion of the Economic & Social Cortie@ (of 9 September 1998) on
an early draft of the Directive explained the pupof the exception as follows:

“3.7.1. Article 5.1

3.7.1.1. The first exception is ‘temporary actsegroduction’.
This is designed to ensure that the incidentabg®iof copies

of the work on, for example, intermediate compugervers
between a web-server and the computer running abne@ser
used by an end-user is exempted. The test is whéekee
temporary reproduction has no ‘independent economic
significance’: it should perhaps be made clear thae
independent economic significance in question aependent
economic significance to the use of the work ingjjioa, not to

its transmission.

3.7.1.2. This clause needs expanding and clarifyiAgy
reproduction that in effect is consumption of therky such as
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the temporary copying of programmes or data intonorg in
order to use or access such works, for exampleatiteof
accessing on-line databases, should only be pednitith the
rightholder’s authorisation.”

It emerges from these materials that the excepsi@moncerned with transient copies
which have no value in themselves and which dopmejudice the rights holder by
interfering with the normal exploitation of the worTypical of such uses will be
those mentioned in Recital 33, such as acts whelble browsing and caching, and
those which enable transmission systems to wodctsiely.

Applying these principles to the present case, dl@mants say the creation of
transient copies does have economic significaridbéelpubs had a Sky subscription,
there would be no independent economic significasocge Sky would have been
justly recompensed. If, however, FAPL and Sky haveother basis upon which they
can require payment of a licence fee then the ieahgopying has real economic
significance since it becomes the sole basis oriwtiie UK rights holder can extract
the value from his rights.

| consider this is a point of interpretation of th&ective upon which the guidance of
the Court of Justice is necessary. It is closelpteel to other aspects of the copyright
claim to which | shall shortly turn. However, my oyrovisional opinion is that the
claimants’ argument fails to take adequate accainthe inherent value of the
transient copies as such, rather than as a meacsnobdlling the process of which
they form part. As the defendants pithily say, wiele point of this defence is to
remove ransom strips, not to create them. In #se of the transient copies made in
the decoder, these would seem to have no independére save in so far as they
participate in the flow of the video and audio d#&tathe television. However,
consideration must also be given to the transiepies created on the television
screen. Here it may be important to take other ematinto account including the
extent to which the transient copies (here thestirtivorks) constitute only a small
part of the programming and whether it is reasandt FAPL and Sky to seek to
extract further fees in addition to those alreadilp

Infringement — communication to the public

245.

This is the second of the three allegations ofinggment. The claimants say the
screening of the matches in public is a commuraoatf the works to the public
contrary to s.20 of the CDPA. This reads:

“20 Infringement by communication to the public

(1) The communication to the public of the workas act
restricted by the copyright in—

(a) a literary, dramatic, musical or artistic work,
(b) a sound recording or film, or

(c) a broadcast.
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(2) References in this Part to communication toghblic are
to communication to the public by electronic tramssion, and
in relation to a work include—

(a) the broadcasting of the work;

(b) the making available to the public of the wdrk
electronic transmission in such a way that membérs
the public may access it from a place and at a time
individually chosen by them.”

246. This section implements Article 3 of Directive 20P9/EC (the Copyright and
Information Society Directive). Recitals 20 and &% of particular relevance and
explain the context and purpose of the provision:

“(20) This Directive is based on principles andes already
laid down in the Directives currently in force inig area, in
particular Directives 91/250/EEC, 92/100/EEC, 93HEC,

93/98/EEC and 96/9/EC, and it develops those olesiand
rules and places them in the context of the infadionasociety.
The provisions of this Directive should be withquejudice to
the provisions of those Directives, unless othezvprovided in
this Directive.

(23) This Directive should harmonise further thehar's right
of communication to the public. This right shoulde b
understood in a broad sense covering all commuaitéd the
public not present at the place where the commtiaita
originates. This right should cover any such traesmn or
retransmission of a work to the public by wire oireless
means, including broadcasting. This right shoultaover any
other acts.”

247. Article 3 itself is in broadly, but not quite, tesame terms as s.20:

“Article 3 - Right of communication to the public of works
and right of making available to the public other sibject-
matter

3(1) Member States shall provide authors with tkelusive
right to authorise or prohibit any communicationthe public
of their works, by wire or wireless means, incluglthe making
available to the public of their works in such aywthat
members of the public may access them from a @adeat a
time individually chosen by them.”

248. The claimants contend the breadth of the righefected in the wording of s.20(2),
which uses the wordhcludeto set out a non-exhaustive list of what is mdaynt
communication to the public. In this case, they rsiitbthe publicans are
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communicating the copyright works to the publictwo ways: rebroadcasting from
the pub’s satellite dish to the public bar arealandisplaying the visual works on the
pub’s television screens and the playing of theiawbrks through the television’s
speakers.

The defendants contend the claimants’ case is agiplmisconceived. They accept
that there is a communication to the public invdlve a satellite broadcast, but say
that act is deemed by the terms of Directive 9EHE&® (the Satellite and Copyright
Directive) to take place solely in the Member Stateransmission. That Member
State is Greece in the case of the NOVA broadcast$ Jtaly in the case of the ART
broadcasts. Hence no infringement of UK copyriglw can occur by reason of the
act of reception taking place here.

In support of their respective positions, both sideferred me to the decision of the
Court of Justice irSociedad General de Autores y Editores de Espa@AES v.
Rafael Hoteles SACase C-306/05) Bus. L.R. 521. In this case, tlagmant, the
Sociedad General de Autores y Editores de Espafiatellectual property rights
management society, commenced proceedings aghestefendant, Rafael Hoteles
SL, the owner of Hotel Rafael, for infringement tbé copyright. Specifically, the
claimant alleged that acts of communication toghbblic were carried out involving
works in the repertoire managed by the claimane @bts in question were carried
out through television sets installed in the hatelms which enabled the guests to see
programmes on channels whose signals were recéiydéte hotel main aerial and
then distributed to each of the television setthenvarious rooms. The Court of First
Instance in Barcelona partially rejected the claitmiook the view that the use of
television sets in the hotel’s rooms did not ine& communication to the public. On
the other hand, it considered that the claim wals fmended as regards the existence
in hotels of communal areas with television set$ where ambient music is played.
Of particular significance therefore was what wasant bythe public On appeal, the
Audiencia Provincial de Barcelona stayed the prdicess and referred three
guestions to the Court of Justice.

The first and third questions were, essentiallyetibr the distribution of a signal
through television sets to customers in hotel rocorsstitutes communication to the
public within the meaning of Article 3(1). By thec®nd question the court asked,
essentially, whether the private nature of hotehrs precludes such a communication
from constituting a communication to the publiceT@ourt answered these questions
as follows:

“1. While the mere provision of physical facilgi€loes not as
such amount to communication within the meaninBioéctive
2001/29/EC of the European Parliament and of thenCib of
22 May 2001 on the harmonisation of copyright aathted
rights in the information society, the distributioha signal by
means of television sets by a hotel to customergrsj in its
rooms, whatever technique is used to transmit tlg@as
constitutes communication to the public within theaning of
article 3(1) of that Directive.

2. The private nature of hotel rooms does notlpde the
communication of a work by means of television setsn
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constituting communication to the public within timeaning of
article 3(1) of Directive 2001/29.”

252. In reaching these conclusions, the Court notedotiligation of the Community, as
party to the TRIPs Agreement, to comply with ther@eConvention, Article 11bis(l)
of which provides:

“Authors of literary and artistic works shall enjthye exclusive
right of authorising: (i) the broadcasting of thaiorks or the
communication thereof to the public by any otheranse of
wireless diffusion of signs, sounds or images; @hy
communication to the public by wire or by re-broasting of

the broadcast of the work, when this communicaisanade by

an organisation other than the original one; (i public
communication by loudspeaker or any other analogous
instrument transmitting, by signs, sounds or imagde
broadcast of the work.”

253. The Court also had regard to Article 8 of the WiE@pyright Treaty:

“Without prejudice to the provisions of articles (1)(ii),
11bis(1)(i) and (i), 11ter(1)(ii), 14(1)(ii) and4bis(1) of the
Berne Convention, authors of literary and artistiorks shall
enjoy the exclusive right of authorising any comimation to
the public of their works, by wire or wireless mesaimcluding
the making available to the public of their workssuch a way
that members of the public may access these wod &
place and at a time individually chosen by them.”

254. Then, in considering the first and third questionszasoned at paragraphs [36]-[42]:

“36. It follows from recital 23 in the Preamble Rirective
2001/29 that “communication to the public” mustiterpreted
broadly. Such an interpretation is moreover esakttiachieve
the principal objective of that Directive, whicls ean be seen
from recitals 9 and 10, is to establish a high ll@feprotection
of, inter alios, authors, allowing them to obtam appropriate
reward for the use of their works, in particulartbe occasion
of communication to the public.

37. The court has held that, in the context &f toncept, the
term “public” refers to an indeterminate number poftential
television viewersMediakabel BV v Commissariaat voor de
Media (Case C-89/04)[2005] ECR 1-4891, para 30 and
Lagardeére Active Broadcast v Société pour la petioepde la
rémunération équitable (SPREJase C-192/04) [2005] ECR I-
7199, para 31.

38. In a context such as that in the main proogsda general

approach is required, making it necessary to tat@ account
not only customers in hotel rooms, such customlerseabeing
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explicitly mentioned in the questions referred dopreliminary
ruling, but also customers who are present in ahgroarea of
the hotel and able to make use of a televisiomsédlled there.
It is also necessary to take into account the tlaat, usually,
hotel customers quickly succeed each other. Asxargérule, a
fairly large number of persons are involved, sa thay may be
considered to be a public, having regard to thencpal

objective of Directive 2001/29, as referred to argp 36 of this
judgment.

39. Inview, moreover, of the cumulative effeatsnaking the
works available to such potential television viesyehe latter
act could become very significant in such a contéxinatters
little, accordingly, that the only recipients ahe toccupants of
rooms and that, taken separately, they are ofdunéconomic
interest for the hotel.

40. It should also be pointed out that a commatino made

in circumstances such as those in the main procgedi
constitutes, according to article 11bis(1)(ii) diet Berne
Convention, a communication made by a broadcasting
organization other than the original one. Thus, hsue
transmission is made to a public different from theblic at
which the original act of communication of the woik
directed, that is, to a new public.

41. As is explained in the Guide to the Berne @aotion

(1978), an interpretative document drawn up by YdE#PO

which, without being legally binding, neverthelesssists in
interpreting that Convention, when the author atses the
broadcast of his work, he considers only directgjdbat is, the
owners of reception equipment who, either persgrmaliwithin

their own private or family circles, receive theogramme.
According to the Guide, if reception is for a largaidience,
possibly for profit, a new section of the receivipgblic hears
or sees the work and the communication of the jarogre via
a loudspeaker or analogous instrument no longestitotes
simple reception of the programme itself but isratependent
act through which the broadcast work is commundetdte a
new public. As the Guide makes clear, such puldaeption
falls within the scope of the author's exclusivehatisation
right.

42. The clientele of a hotel forms such a newlipuldhe
transmission of the broadcast work to that clienteking
television sets is not just a technical means teuen or
improve reception of the original broadcast in tachment
area. On the contrary, the hotel is the organisatihich
intervenes, in full knowledge of the consequendeassaction,
to give access to the protected work to its custemia the
absence of that intervention, its customers, atihgphysically
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within that area, would not, in principle, be aldeenjoy the
broadcast work.”

The claimants submit the same approach is appéicablthe present case. The
publicans’ communication falls within either or hodf Article 11bis(1)(ii) or (iii).
The former is the act of rebroadcasting from thb’pgatellite dish to the public bar
area — just as the Hotel Rafael rebroadcast frermdin aerial to the hotel rooms —
while the latter is the displaying of the visualik® on the pub’s television screen and
the playing of the audio works through the teleonss speakers.

Although neither side invited me to refer this ssit is again one which is eminently
fit for consideration by the Court of Justice. Tlodlowing are my own provisional
conclusions. | think the starting point is to detare the scope and purpose of Article
3, an exercise which must be conducted in the blie Recitals.

| begin with Recital 20. This makes clear that fgrevisions of the Directive are
without prejudice to those of the other Directivielentified, unless otherwise
provided. For present purposes, the ‘other’ Dikectof importance is Directive
93/83/EEC. This harmonises the act of communicatmrthe public by satellite
broadcasting and so addresses at least part stithject matter of Article 11bis(1)(i)
of the Berne Convention.

Recital 23 then explains that this Directive, tlgato say, 2001/29/EC, is concerned
with harmonisingfurther the author’s right of communication to the pubks the
Court in theRafael Hotelexase emphasised at [30], “communication to thdigub
must be interpreted in a broad sense. Neverthefessital 23 makes it absolutely
clear that the Directive is only concerned with coumication to the publicot
present at the place where the communication oaigis This right covers any such
transmission or retransmission by wire or wirelessans, including broadcastirgyt
not any other acts

The subject matter of Article 3 can now be discdrrieis a harmonising measure
directed to all forms of communication of a work meembers of the public not
present at the origin of that communication. Ashsdanderstand it to be addressed
to the subject matter of Article 11bis(1)(ii) ofettBerne Convention but not to the
subject matter of Article 11bis(1)(iii). This lattsubparagraph is directed public
performancerights which, in so far as they involve an actommunication, do so at
the place where that communication originates. Thieeye not been made the subject
of any harmonising measure and so remain a médttetomnal law.

| believe this to be entirely consistent with fRafael Hoteleslecision. There was no
issue as to whether the signal was transmitted narabe hotel by wire. This is
apparent from the questions referred to the Couodlt ia inherent in the answers it
gave. The only issue was whether this involved mroanicationto the publi¢c and
the Court concluded that it did. It was in that teow that the discussion in paragraphs
[40]-[42] arose. | think the case was therefore whéch fell squarely within Article
11bis(1)(ii) of the Berne Convention. It is no sopfor an argument that Article 3 of
the Directive was intended to implement Article s{b)(iii).

| also derive some comfort from the fact that thlso seems to have been the
understanding of those who framed s.20 of the CDRée, it is to be noted, the
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requirement of communication to the public not pr¢sat the place where the
communication originates has been transposed @{%.20 a definitional requirement
of communication to the public as being one whinlolveselectronic transmissian

I come then to consider how these principles shbeldpplied in the context of the
present case. Have the publicans communicatedoggight works to members of
the public not present at the origin of those comications? They have plainly
displayed them and played them to members of thég{subject to the discussion in
the next section). The audience is far wider thenpgublicans and their families. But
it is my provisional view they have not communichteem to the public within the
meaning of Article 3. There has been no retransandsy the publicans whether by
wire or otherwise. They have simply received tlgnal, decoded it and displayed it
on a television. The only acts of communicatiorih® public have been those of the
FAPL, NOVA and ART. In short, there has been no agctommunication to the
public within the Directive separate from the détebroadcast itself.

Infringement — performing, playing or showing the works in public

263.

264.

By a series of late amendments made during thé th& claimants introduced

allegations of infringement under s.19 of the CDHAall three actions. They

complain of the performance in public of the mukizark in the Anthem and the

playing or showing in public of the sound recordwigthe Anthem and the various
film works. These acts are said to have been choig by the Madden defendants
and others to whom QC and AV have supplied ART E@WVA decoder cards. The

QC and AV defendants are alleged to have authotisesk activities.

Section 19 reads:

19 Infringement by performance, showing or playing of
work in public

(1) The performance of the work in public is an eedtricted
by the copyright in a literary, dramatic or musiaadrk.

(2) In this Part "performance”, in relation to anv—

(a) includes delivery in the case of lectures, adsks,
speeches and sermons, and

(b) in general, includes any mode of visual or &ticu
presentation, including presentation by means soand
recording, film or broadcast of the work.

(3) The playing or showing of the work in public am act
restricted by the copyright in a sound recordinidn for
broadcast.

(4) Where copyright in a work is infringed by itsibg
performed, played or shown in public by means giaaptus
for receiving visual images or sounds conveyed legtenic
means, the person by whom the visuages or sounds are sent,
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and in the case of a performance the performersall siot be
regarded as responsible for the infringement.

It is to be noted that under s.19 the relevaritictsd act in respect of the Anthem as
a musical work is “performance in public” where&e trelevant restricted acts in
respect of the Anthem as a sound recording andfitheworks are “playing or

showing the work in public”. There is no relevaastricted act in respect of artistic
works and hence these are not included in the ameni$ and no claim is made in

respect of them under this head.

As | understand it, the defendants do not disphaeacts of performance and playing
or showing in public of the musical work, the soumrdording and the film works
have been performed, but say they have a deferser w72 of the CDPA, which

reads in material part:

“72 Free public showing or playing of broadcast

(1)

(1A)

(1B)

The showing or playing in public of a broadctsan
audience who have not paid for admission to theepla

where the broadcast is to be seen or heard does not

infringe any copyright in —
(a) the broadcast;

(b) any sound recording (except so far as it is an
excepted sound recording) included in it; or

(c) anyfilm included in it.

For the purposes of this Part an "exceptedndo
recording" is a sound recording —

(&) whose author is not the author of the brastdm
which it is included; and

(b) which is a recording of music with or without
words spoken or sung.

Where by virtue of subsection (1) the cophtign a
broadcast shown or played in public is not infrihge
copyright in any excepted sound recording incluitheit

is not infringed if the playing or showing of that
broadcast in public —

(a) forms part of the activities of an organisatibat is
not established or conducted for profit; or

(b) is necessary for the purposes of —

(i) repairing equipment for the reception of
broadcasts;
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(i) demonstrating that a repair to such equipment
has been carried out; or

(i) demonstrating such equipment which is
being sold or let for hire or offered or exposed
for sale or hire.

(2) The audience shall be treated as having paid f
admission to a place —

(a) if they have paid for admission to a place bich
that place forms part; or

(b) if goods or services are supplied at that placea
place of which it forms part) —

(i) at prices which are substantially attributable
to the facilities afforded for seeing or hearing th
broadcast, or

(i) at prices exceeding those usually charged
there and which are partly attributable to those
facilities.”

It can be seen that s.72 is concerned with the prnagic showing or playing of
broadcasts. It provides that the showing or playmguublic of a broadcast to an
audience who have not paid for admission to theeplahere the broadcast is to be
seen or heard does not infringe any copyright enliflbadcast, any sound recording
embodied in it (save one which is excepted) or finy included in it. There was
originally an issue as to whether members of tHaipwisiting pubs are to be treated
as having paid for admission (by application oR€2§) but, during the course of the
trial, the claimants accepted that they are nonced find the defence applies to all
the film works relied upon. That leaves the Anthasra sound recording and musical
work.

The sound recording

268.

No claim can be made about the sound recording fiarsas it is embodied in a film,
for the reasons | have explained. Hence | am ooihcerned with the player line up. |
have addressed (and accepted) the incidental ionludefence. However, since |
heard argument upon it, | express here my viewodkd applicability of s.72 and, in
particular, whether it is an “excepted sound recwytdand, if so, whether s.72(1)(B)
applies. | believe it plainly is an excepted re@ogdbecause it is a recording of music
and its author was not the author of the broadddst. is it a case where the
defendants can invoke the protection of s.72(1Bje Pplaying or showing of the
broadcast in public was carried out by pubs whieghestablished and conducted for
profit and had nothing to do with any relevant iepademonstration. The defence in
respect of the sound recording would therefore Haned.

Musical work
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Here | have to consider the performance of the calisvork by playing the Anthem
during the player line up and also as part of tperihg Sequence, Match Highlights
and Previous Highlights Films.

The defendants accept that if the sound recordingxcepted, then the implication

that there is consequent protection in respech@®mbedded musical work does not
run. But they say it does run in relation to actthin the scope of section 72(1)(B)

where the shield still applies and, more importafik present purposes, to musical
works (and literary and dramatic works) embeddedrgadcasts, sound recordings or
films falling within s.72(1).

The defendants recognise that a purely verbaloambrto s.72 suggests that it does
not provide protection against actions for infrimgnt based upon the performance of
such embedded literary, dramatic or musical woH®wever, they say that from a
policy or purposive point of view, such a constimttproduces startling results.
Almost all films are based upon film scripts whibunt as dramatic works. So also,
much broadcast output is based upon scripts whieHiterary works and songs are
generally based upon musical and literary workslllthese species of copyright can
be enforced when a television or radio is playedublic then the protection given by
S.72 is very narrow.

The defendants also point to the fact that Parl@nhas been careful to protect the
free public showing or playing of a broadcast frbeing restricted by the exercise of
other rights. In particular, s.189 gives effectSohedule 2 para. 18 which closely
tracks the wording of s.72 and gives protectiorirjany performers right conferred
by Part 1l of the CDPA on a performance or recogdimcluded in the broadcast or in
any sound recording or film included in the broadc&hey say that since Parliament
has been very careful to prevent the right of fpedlic showing or playing of a
broadcast being circumvented by the exercise dbpaers’ rights, it becomes even
more anomalous if literary, dramatic and musicapyecmhts can be invoked to
achieve the same effect.

The way out of this difficulty, say the defendarissto recognise that turning on a
television or radio in a public place clearly inve$ showing or playing the broadcast
and films or sound recordings included in it. Swvéts natural for s.72(1) to mention
these works and so shadow s.19(3). However, liednamatic and musical works
are ‘at one remove’ and cannot be said to be imtlud a broadcast in the same direct
way as a sound recording or a film. Accordingheyt are not explicitly mentioned
even though they are subsidiary to and underliewtbeks which the draftsman did
mention. So, to make sense of s.72 and to givis intended purpose and effect, it
must be read by necessary implication as givingegton against infringement
actions based upon such literary, dramatic or raligiorks.

| found these to be powerful arguments but | anbiengo accept them. My primary
reason is that the wording of s.72 is clear andcibmtrast with s.19 is absolutely
plain. It is evident from s.19 that the legislatinad the performance of a literary,
dramatic or musical work by presenting a broadeaskin mind by specifying that it
constituted a restricted act. In that same sedtialso addressed the restricted acts of
playing or showing a sound recording or film. Hoee\s.72 only provides a shield in
respect of the free showing or playing in publichybadcasts, and certain sound
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recordings and films included in it. In my judgmete wording of s.72 is not
ambiguous.

Secondly, and as a consequence of the foregoitmjdider the exercise upon which
the defendants invite me to embark would require tmerewrite s.72. That is
something about which | must exercise great cautiorthis regard the claimants
referred me to the decision of the House of Lom$nco Europe v First Choice
Distribution [2000] 1 WLR 586. There Lord Nicholls explained &82-593) that
before adding or omitting or substituting words toairt must be abundantly sure of
three matters: (1) the intended purpose of thet&alr provision in question; (2) that
by inadvertence the draftsman and Parliament fadegive effect to that purpose in
the provision in question; and (3) the substanc¢hefprovision Parliament would
have made, although not necessarily the precisesM@arliament would have used,
had the error in the Bill been noticed.

Can | be sure that Parliament intended to providki@ld against claims by the rights
holders in literary, dramatic and musical worksilincircumstances where a broadcast
is shown to an audience who have not paid for eglan® Or as to the substance of
the provision Parliament would have made? | doomtieve | can. The claimants give
this illustration. They invite me to consider th@se where a broadcast is made of a
live performance of a musical or dramatic work @oees not involve a film or sound
recording at all. Here it cannot be said that theseyright works underlie or are at
one remove to the broadcast. Did Parliament ingeisthield to be provided in these
circumstances? | think it is impossible to be gt it did. But this illustration also
highlights what | see to be a further fallacy i tthefendants’ argument. It assumes
(indeed, the defendants submit) that the literanagmatic and musical works are
subsidiaryto the works which are expressly mentioned. Baéd no basis for that
assumption. Indeed, as this illustration showsietimay be nothing else for them to
be subsidiary to. Even if a recording is made of, éxample, a performance of a
musical work before it is broadcast, | see no neasaonclude that the musical work
is subsidiary to the recording.

Thirdly, I must have regard to the fact that théeddants are inviting me to construe
the Act in a way which will override the claimantgyhts. In my judgment express
words are required if | am to take that course lasichply do not find them in s.72.

For all these reasons, the defence fails in respfdbie musical work embodied in the
Anthem.

Perhaps anticipating this conclusion, and after abmmencement of the trial, the
defendants in the QC and Madden actions sent am lefter to the claimants on 30
April 2008, offering (in the case of QC) to notéystomers to keep the sound muted
and (in the case of the Madden defendants) to Keegound muted at any time the
Anthem is being played. If necessary | will heaguament as to the consequences of
this offer after | have given final judgment.

The s.72 defence to the allegation of copying

280.

It is convenient now to address the submission $hi&2 provides a defence to the
making of copies. In the light of the foregoing s of this judgment | can do this
quite shortly.
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The defendants’ concern arises from the way theneliats put their case on this issue.
As | have explained, the claimants argue that iembscopies are made both in the
decoder and on the screen, and this is so whetgmeénts or frames are considered
individually or on a rolling basis. The defendas#s that if | were minded to accept
this argument then it would follow that films indadcasts would always be infringed
by reproduction, even in the days of analogue igl@v. The protection afforded by
S.72 on the free public playing or showing of breests would then always have been
illusory. Therefore and by necessary implication72s must also permit the
performance of acts which are necessarily incideatthe acts of playing or showing
in public.

| reject this submission for the reasons | haveaaly given. First, the defence is
limited to the free showing or playing in public afbroadcast, and certain sound
recordings and films included in it. It does notemd to any of the underlying works,
or to copying. Second, as | have found, no copyasle of a substantial part of the
sound recording or films in any event.

The Satellite and Copyright Directive (93/83/EEC)

283.

284.

The rival positions of the parties on the issuased by Directive 93/83/EEC (the
Satellite and Copyright Directivejan be summarised as follows. The defendants
deploy the Directive as a general defence to theyroght claim. They argue that
copyright law applies only to the act of transnmossof a satellite broadcast from its
Member State of origin, and no infringement of oadl copyright law is involved in
the reception as such of satellite broadcastshierddlember States.

The claimants accept there is no infringement byemmeception of a broadcast, but
say this is nothing to do with Directive 93/83/EEGt is simply because reception is
not a restricted act. By contrast, copying, showimg playing in public and
communication to the publiare restricted acts, and a vital distinction must benah
between mere reception on the one hand, and reoegjtiowed by infringement on
the other.

The context

285.

286.

In developing their submissions the parties inwi to set the Directive in context in

a way which | consider helpful both in assessisgsitope and as background for a
consideration of the free movement and competittam defences which | address

later in this judgment.

| begin with Directive 89/552/EEC (the Televisionittut Frontiers Directive)
which, as | have explained, provides a home coumeigulatory system for the content
of broadcasts. Importantly this recognised, in Réd, the value of cross border
broadcasting in pursuing the objectives of the Comity:

“Whereas broadcasts transmitted across frontiersmégns of
various technologies are one of the ways of pugsuime
objectives of the Community; whereas measures dhbel
adopted to permit and ensure the transition frortional
markets to a common programme production and biigian
market and to establish conditions of fair compmtitwithout
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prejudice to the public interest role to be disgedr by the
television broadcasting services;”

It was found, however, that the achievement ofdhagectives was obstructed by a
series of differences between national rules ofagpt which meant that a variety of

different rights needed to be acquired in differbfember States. An appreciation
that these difficulties might be overcome by defgnat Community level the notion

of communication to the public by satellite led, due course, to Directive

93/83/EEC.

Directive 93/83/EEC

288. The problems this Directive addresses, and its ,aamesdescribed, so far as relevant,

in Recitals 3-5, 7,14 and 15:

“(3) Whereas broadcasts transmitted across frantighin the
Community, in particular by satellite and cables ane of the
most important ways of pursuing these Communityecijes,
which are at the same time political, economicapcultural
and legal,

(4) Whereas the Council has already adopted Directive
89/552/EEC of 3 October 1989 on the coordinatiorcertain
provisions laid down by law, regulation or admirasive
action in Member States concerning the pursuitetévision
broadcasting activities which makes provision for the
promotion of the distribution and production of &pean
television programmes and for advertising and spisisp, the
protection of minors and the right of reply;

(5) Whereas, however, the achievement of thesecigs in
respect of cross-border satellite broadcasting #ed cable
retransmission of programmes from other MembereStad
currently still obstructed by a series of differeacbetween
national rules of copyright and some degree of llega
uncertainty; whereas this means that holders dftsigare
exposed to the threat of seeing their works exgdoivithout
payment of remuneration or that the individual leotd of
exclusive rights in various Member States block the
exploitation of their rights; whereas the legal entainty in
particular constitutes a direct obstacle in the fceculation of
programmes within the Community;

(7) Whereas the free broadcasting of programmdariker
impeded by the current legal uncertainty over wéeth
broadcasting by a satellite whose signals can leived
directly affects the rights in the country of tramssion only or
in all countries of reception together; whereasncei
communications satellites and direct satellitestezated alike
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for copyright purposes, this legal uncertainty n@affects
almost all programmes broadcast in the Community by
satellite;

(14) Whereas the legal uncertainty regarding tigatsi to be
acquired which impedes cross-border satellite brasithg
should be overcome by defining the notion of comitation
to the public by satellite at a Community level; esas this
definition should at the same time specify where #tt of
communication takes place; whereas such a defnii®
necessary to avoid the cumulative application ovess
national laws to one single act of broadcasting;enehs
communication to the public by satellite occursyomhen, and
in the Member State where, the programme-carryimnpss are
introduced under the control and responsibility tfe
broadcasting organization into an uninterrupted irchaf
communication leading to the satellite and downawis the
earth; whereas normal technical procedures relatinghe
programme-carrying signals should not be consideasd
interruptions to the chain of broadcasting;

(15) Whereas the acquisition on a contractual sbadi
exclusive broadcasting rights should comply withyan
legislation on copyright and rights related to aagiyt in the
Member State in which communication to the publig b
satellite occurs;”

The solution so far as broadcasting was conceraiedi,as foreshadowed in Recital
14, was to define the act of communicating to thblip by satellite by reference to
the place from which the signal is emitted (Artidl€) (b)) and to require Member
States to provide to authors an exclusive righduthorise the communication to the
public by satellite of copyright works (Article 2).

It follows, as | think both parties were disposedatcept, that any infringement of
copyright by communication of a satellite broaddasthe public takes place in the
country from which the broadcast is made. So dlse,reception of broadcasts in
other Member States cannot be prevented by copyoghers or licensees in those
other countries, where the copyright might be owbgdor licensed to someone
different. Thus, as the defendants say, the Direatioes not prevent parties from
dividing up rights as such (see Recital 16, sulfiedhe competition rules in Article

81 (ex Article 85)) but, if they do, they must aptéhat licensees in the country of
reception cannot complain about a communicatiorsdtgllite to the public in that

country of works for which they hold the relevaigts.

The importance of this Directive and its place e development of Community

policy in relation to cross border broadcasting tmeg be underestimated. This was
explained in a final report of the Commission da2édJuly 2002 (COM (2002) 430

final) on the application of the Directive.
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292. This report summarised the objective of the Dinexat 3.1.1:

“The object of the Directive, with the definitior the notion of
communication to the public by satellite at Comntyevel,

was to put an end to the legal uncertainty regarthe rights to
be acquired, by specifying the place where the afct
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 (although, in tetdgioal

terms, the footprint covers many areas other thaset of the
Member States, the term "footprint” in this Repafers only
to the territory of the Member States). This prateiavoids the
cumulative application of several national legislas of the
various Member States covered by the footprintitkesc14 and
15).”

293. The report goes on to note the proliferation oévedion channels in recent years, a
large number of which are encrypted and access$iplsubscription only and that
even if viewers located outside the Member Statehith transmission is organised
are prepared to make the necessary payment, thery idceive a negative response
from the broadcaster concerned because the latés mbt hold the copyright relating
to the broadcast in the Member State in questicdheh continues:

“A trend is thus emerging whereby producers sekirth
programmes to broadcasting organisations on comdithat

satellite transmissions are encrypted so as torertbat they
cannot be received beyond national borders. Thisyption

enables producers to negotiate the sale of the pangeammes
with broadcasting organisations in other MembeteSta

However, the principle laid down by the Directiwe, keeping
with the logic of the internal market, envisages ttansfer of
rights, under the law of the country in which the
communication is introduced, for the entire foatpriin
practice, a transfer on a national basis has tliectefof
fragmenting the market and runs counter to thecypie of the
Directive.

The fact that the Directive provides for the trarssion of
programme-carrying signals (Articles 1 and 2(c)emcrypted
form does not lessen the scope of the principka@transfer of
the rights in the country of introduction of thenmmunication
for the entire footprint: whether transmission mscarambled or
encrypted, the footprint can serve as the basisxploiting the
rights.

It is particularly interesting to note that the eymtion of
programmes is a factor in favour of fairer remutierafor
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rightholders, to the extent that a decoder has d¢oniade
available to the viewer (whether a subscription lieen paid or
not), which makes it possible to check very acalyathe size
of the actual audience.

The Commission wishes to emphasise the full scdpleeolaw
applicable in the context of satellite broadcastiig transfer
of rights for a programme applies for the entiretpuint, and
only the contractual relations between the rigidbad or the
collecting societies representing them and the dwasting
organisations, relating to the entire footprinte @ompatible
with the principles of the internal market.”

These sentiments, and particularly those in thettes paragraphs, form an important
plank in the defendants’ arguments as to the pragerpretation of this Directive,
Directive 2001/29/EC and in relation to the freeverment and Article 81 defences.

Does Directive 93/83/EEC provide a defence?

295.

296.

297.

This, it seems to me, must once again be a maitehé Court of Justice, but my own

provisional view is that the Directive does notyde any defence because it confers
no positive right to receive, still less to coplgp® or play in public or communicate

to the public any copyright work contained in @dxfcast. Instead, it simplifies the

life of the broadcaster by subjecting it to the daef only one Member State in

relation to its acts of communication to the pulblicsatellite. | think this is apparent

from the following matters to which the claimantew my particular attention:

i) Article 4 which preserves the rights of performgaispnogram producers and
broadcasting organisations; and Article 5 whiclvésaintact the protection of
copyright.

1)) Recital 26 which provides that a Member State mlipwafor a rebuttable
presumption that there is authorisation to explbié performers’ rights
contained within a performance communicated byllgat§and hence, by
implication, confirms that exhaustion is not ancemétic consequence of the
communication).

| recognise, however, this may create difficultidsere transient electronic copies are
created in a decoder or on the screen in the cairdes ordinary communication of

the satellite signal to the public. In particuldr,has the potential to deprive the
Directive of its intended effect by creating, rattle®an removing, the legal uncertainty
regarding the rights to be acquired. It would nagler be enough to assume the
applicable law is that of the Member State in which programme-carrying signals

are transmitted. Broadcasters and those receivwgmgls would again be required to

consider the cumulative application of several aval laws to one single act of

broadcasting.

The defendants suggest that one solution is toledadhat if UK national law does
give the claimants the rights which they claim theK national law must be
trespassing on a field occupied by Directive inaywvhich undermines its objectives
and purposes. Further, it means that such prowsiminnational law cannot be
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justified or proportionate within the context okthules of the EC on free movement
of goods or services since they contradict or umdes this harmonising Directive.

Alternatively, they say that the creation of sudpies is outside the specific subject
matter of the reproduction right having regardtie essential function of that right,
which relates to the initial creation of a work aihican then be placed on the market.

For myself, | think the answer to this conundrueslin the free movement rules or
Directive 2001/29/EC (the Copyright and Informat®ociety Directive). In particular

it is to be noted this Directive requires Membeait&€$ to provide protection against
temporary reproduction of copyright works (Artick and provides for exceptions
and limitations to that right (Article 5). | woulbt therefore be minded to accept that
the reproduction right for which the claimants @t here is purely a matter of
national law. It seems to me that the issue is@m@ommunity law concerning the
meaning and scope of the expressions “lawful usel’ ‘@o independent economic
significance” in Article 5.

Articles 28-30 EC (free movement of goods) and 49C0Kservices)

299.

300.

301.

302.

This is the first of the general defences undefTitgaty. On my findings it is relevant
only to the claim in respect of NOVA decoder carfike defendants contend the
claimants are seeking relief which would amourd tguantitative restriction on trade
between Member States or a measure having equivetieat within the meaning of

Article 28 EC. Further, they say that such a restm is incapable, by reason of
Article 3 of Directive 98/84/EC (the Conditional éess Directive) and generally, of
justification under Article 30 EC. Likewise, theachants are seeking relief which
would amount to a restriction on the freedom ofefgn broadcasters to provide
services and the freedom of customers to recengetservices contrary to Article 49
EC.

The defendants’ argument is, at heart, relativalgightforward. They say the Court
of Justice has consistently and repeatedly rulatl under Articles 28-30, the owner
of an intellectual property right is not permittedinterfere with the free circulation
from state to state of goods which have been plag#dhis consent on the market
anywhere within the single market. By way of ilkaion they refer to the decision of
the Court in Joined Cases 55/80 and 73R&ik-Vertrieb Membran GmbH v GEMA
[1981] 2 CMLR 44.

This dispute arose between GEMA, a German copymgimagement society, and
two undertakings which imported into the Federap@sic of Germany sound
recordings of protected musical works from varioemuntries, including other
Member States. It was common ground that the soecwidings from other Member
States had been manufactured and marketed in dtates with the consent of the
owners of the copyright in the musical works coneer, and that the requisite
licences had been granted by those owners. How#werappropriate royalties had
been calculated only on the basis of distributiothie state of manufacture. GEMA
contended that the importation of the sound reogsiconstituted an infringement of
copyright and claimed payment of royalties payatesound recordings put into
circulation in Germany less the lower royaltiegatty paid.

The Court emphasised (at [8]) that sound recordiagen if incorporating protected
musical works, were products to which the principlefree movement of goods
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provided for in the Treaty applied. Upon well edistied principles, the proprietor of
an industrial or commercial right protected by the of a Member State could not
rely on that law to prevent the importation of aduct which had been lawfully
marketed in another Member State by the proprieitoself or with his consent, and
this applied to copyright as much a to any othepprty right (at [10]-[13]). The
Court therefore concluded that the German copyrighiid not be enforced in order
to claim the balance of the royalties.

The defendants therefore submit as follows. NOVAoime of FAPL's licensees.
Accordingly, with FAPL’s consent, NOVA has placed the single market decoder
cards which have the capacity to decode broado&8§8PL’s matches. Assuming for
present purposes that there is a decoder cardwighh can be treated as a species of
industrial and commercial property within Article8,2this is analogous to the
circulation of e.g. DVDs which contain recordingstlee matches. It is no answer to
this analogy to say that the decoder card doeplmggically embody a recording of
the matches: what matters is not the card’s physelationship to the programme
material, but the function which it performs in ¢miling access to it. Physical
possession of a DVD permits a programme to be wdtch one place only (albeit
repeatedly); similarly, possession of a decoded parmits the programme content of
a channel to be watched in one place only. Lik¥/®, the movement of a decoder
card from one Member State to another does noteaser the audience for a
broadcast, since the broadcaster is remunerateevéyy extra card issued. The free
movement rules should therefore apply to a decedsd in the same way as to a
DVD: the economic arguments are similar or idexitic

The defendants then contrast this case with thawknasCoditel | (Case 62/79
Coditel SA and Ors v C&Vog Films SA and Or§l980] ECR 81) upon which,
together with the related caSeditel Il (Case 262/8TCoditel SA and Ors v Cé&Vog

Films SA and Org1982] ECR 3381), the claimants rely. The casesiatimately
related and it is convenient to address them tegeth

Ciné Vog acquired the right to distribute a filmlled Le Boucher in Belgium.
Coditel, a Belgian cable television company, pickedn its aerial at a reception site
in Belgium a broadcast of the film which had beesdm over the border in Germany
and proceeded to distribute the film by cable sostibscribers in Belgium. It was
thereupon sued for infringement of copyright by&wog. At first instance the claim
was successful but, on appeal by Coditel, the Belglour d’Appel referred two
questions to the Court of Justice on the interpioetaof what was then Article 59
(now Article 49). However, it declined to refer agyestion on the applicability of
Article 81. In short, the court sought guidanceasvhether the Treaty prohibited an
assignment, limited to the territory of a Membeat8t of the copyright in a film, in
view of the fact that a series of such assignmengt partition the market.

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
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another Member State by a third party with the eoh®f the
original owner of the right”

In reaching this conclusion, the Court reasonetidimematograph films belong to the
category of literary and artistic works which arexda available to the public by
performances which may be infinitely repeated. His sense they are different to
books and records, as the Court explained at [12]:

“12. A cinematographic film belongs to the categofyiterary

and artistic works made available to the publigplkeyformances
which may be infinitely repeated. In this respéxt problems
involved in the observance of copyright in relatiom the

requirements of the Treaty are not the same a< tiasch

arise in connection with literary and artistic werthe placing
of which at the disposal of the public is insepégdbom the

circulation of the material form of the works, asthe case of
books or records.”

The Court continued at [14] that this difference igeflection of the fact that the right
of a copyright owner to require fees for any shagnaf a film is part of the essential
function of the right:

“... The right of a copyright owner and his assigosréquire
fees for any showing of a film is part of the ed&eriunction
of copyright in this type of literary and artistiork.”

It then elaborated at [15]-[17]:

“15. Whilst Article [49] of the Treaty prohibits stictions
upon freedom to provide services, it does not there
encompass limits upon the exercise of certain ewino
activities which have their origin in the applicatiof national
legislation for the protection of intellectual pepy, save
where such an application constitutes a means loitrany
discrimination or a disguised restriction on tradetween
Member States. Such would be the case if that egiin
enabled parties to an assignment of copyright éaterartificial
barriers to trade between Member States.

16. The effect of this is that, whilst copyrighttails the right
to demand fees for any showing or performance,rites of
the Treaty cannot in principle constitute an olstao the
geographical limits which the parties to a contrauit
assignment have agreed upon in order to proteautieor and
his assigns in this regard. The mere fact thatetlggopgraphical
limits may coincide with national frontiers doest point to a
different solution in a situation where televisismorganised 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.

Page 78



Approved Judgment FAPL v QC Leisure

310.

311.

312.

17. The exclusive assignee of the performing rightim for a

whole of a Member State may therefore rely uponrigst

against cable television diffusion companies whibave

transmitted that film on their diffusion networkviag received
it form a television broadcasting station estalelgslin another
Member State, without thereby infringing Commurkaty.”

This difference between performing rights and gowds explained in the Opinion of
Advocate General Warner:

“Here the relevant right is an element of copyrigmamely
performing right. Everyone who has submitted obsgons to
the Court recognises that one cannot apply in tmaih of
performing right the doctrine of “exhaustion” asapplies in
the domain of the marketing of goods. It is of &ssence of a
performing right that it enables the owner of itthaarise or
forbid each and every performance of the work tactvht
relates.

... ' do not think that this Court can hold that Coomity law

denies to the owner of the performing right relgtio a work
such as a film the power — as part of the spesiilgject-matter
of that right — to authorise or forbid the cabléfudiion of a
broadcast of the work.”

In the meantime, and before the Court gave thissie; Coditel appealed to the
Cour de Cassation against the refusal by the Céyope! to refer any question on the
application of Article 81. That appeal was sucaglsahd the Cour de Cassation duly
made a second reference which became the subjélee afecision irCoditel 1. The
reference essentially sought to ascertain the ipogiin relation to the prohibitions
contained in Article 81, of a contract whereby tvener of the copyright in a film
grants the exclusive right to exhibit that film kit the territory of a Member State
and for a specified period.

Atfter referring to the decision i@oditel |, the Court explained at [15]-[18]:

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, conseqygenib
prohibit, during a specified period, its showingdiiers, is not
sufficient to justify the finding that such a caatt must be
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
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serve to show that an exclusive exhibition licemseaot, in
itself, such as to prevent, restrict or distort peition.

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.

18. Since neither the question referred to therQaar the file
on the case provides any information in this respeis for the
national court to make such enquiries as may bessacy. ”

The Court therefore concluded that a contract wietiee owner of the copyright for
a film grants an exclusive right to exhibit thairfifor a specific period in the territory
of a Member State is not, as such, subject to fibkilptions contained in Article 81.

I must return toCoditel Il in addressing the arguments under Article 81,fbuthe
moment | will focus orCoditel I which has a more direct bearing on the issuesdais
under Articles 28 and 49.

Paragraphs [15]-[17] of the decision @oditel | are, say the defendants, important
because they reveal two important differences batwhe circumstances of that case
and those of the present. The first is that thisds a case where there has been a
distinct act of re-transmission within the Membeat8 of reception. The second is
that reception takes place via a decoder card wimehns that the broadcaster has
been rewarded by a subscription for each cardsheted, irrespective of whether it is
used inside or outside the broadcaster’s licensedtary. There is no additional
“free” use, as would be the case through an extersi the effective area covered by
a free to air broadcast as a result of cable nesloh by a third party, as there was in
Coditel

In summary, the defendants submit that a restrictthich prevents a decoder card
from being moved from one Member State to anothelr #sed in the Member State
of importation cannot possibly be warranted. The aka satellite decoder card to
receive a satellite broadcast is not an infringenoécopyright and so there can be no
justification for interference with Treaty freedoms the basis of infringement of a
performance or use type right. Moreover, the viegwressed by the Commission in
its Encrypted Services Green Paper referred tB&tgbove is correct and is reflected
in Article 3(2) of Directive 98/84/EC. A serviceqvider who places decoder cards
on the market in any Member State cannot thereaéemk to prevent the free
circulation of the cards or their use in other MemiStates where they may be
imported, nor can a licensor of such a service idesv The same result is achieved
when considering the right to provide and receam@ises under Article 49.

The claimants counter th&oditel |is indeed a complete answer to the defendants’
case and their attempts to distinguish it are nmeetved. In summary they say that
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the Court of Justice has decided that performamgets; such as copyright in
broadcasts, may be validly licensed and enforcelddriEU on national territorial lines
without falling foul of the Treaty's rules on fremovement because of the specific
subject matter and essential function of such dgpyprotection. The fact that a fee
has been paid in respect of one Member State tiseméiere nor there because FAPL
has a right to license for a fee in each MembeteStawhich it has copyright for its
broadcasts. This is the performance right to whied concept of exhaustion is
inapplicable.

The claimants support their arguments by referdnc€ase C-200/9®/etronome
Musik [1998] ECR 1-1953. The issue before the Court doftida was whether the
introduction of an exclusive rental right for videassettes might infringe the
principle of exhaustion of distribution rightS6he Court concluded it did not. Having
referred to the exhaustion principle it explaineé{tl®] and [18]:

“15. However, as the Court pointed out in Case/8G8/arner

Brothers and Metronome Video v Christiangd®88] ECR
2605, literary and artistic works may be the subjet

commercial exploitation by means other than the sdlthe
recordings made of them. That applies, for examfuethe

rental of video-cassettes, which reaches a diftgpahlic from

the market for their sale and constitutes an ingmrsource of
revenue for makers of films.

16. As the Advocate General has rightly indicategoint 14
of his Opinion, the release into circulation ofoaisd recording
cannot therefore, by definition, render lawful atderms of
exploitation of the protected work, such as rentddich are of
a different nature from sale or any other lawfulnfio of
distribution. Just like the right to present a wdrk means of
public performance (see, in that connection, CaS&/8%
Ministére Public v Tournief1989] ECR 2521, paragraphs 12
and 13), the rental right remains one of the pratiegs of the
author and producer notwithstanding sale of the sighy
recording.”

| have come to the conclusion that these rival mnts are intimately tied to the
questions of interpretation which | have discussadier in this judgment and again
raise issues of law upon which the assistance ®fQburt of Justice is required.
However, my own provisional views are these.

| think it helpful to have regard to the framewarkwhich these claims arise. |
believe a picture emerges from a consideratiomefegislative measures adopted by
the Council and the European Parliament, and thiatpicture reflects Community
policy as described both in the Green Paper whiebqued Directive 98/84EC and in
the final report (COM(2002) 430 final) of the Consision on Directive 93/83EEC.

These measures are all, as the defendants puuitding blocks’, in a developing
project to create (in the words of Recital 16 ofedtive 98/84/EC) a single European
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audiovisual area. | have discussed the elemeritsabproject at various points in this
judgment but it is convenient now to draw them tbge

| begin with Directive 89/552/EEC which expressbcognised (in Recital 3) the
benefits of cross border broadcasting in pursumegotbjectives of the Community and
so provided a home country regulatory system ferctbntent of broadcasts.

This was followed by Directive 93/83/EEC which agaacknowledged the

importance of satellite and cable broadcastingursping Community objectives and
the part played in furthering these objectives bre®ive 89/552/EEC (see Recitals
1-4); but recognised the achievement of those @kgss was obstructed by
differences between national rules of copyright.néte the Directive defined the
notion of communication to the pubic by satelliteaommunity level with a view to

promoting cross border satellite broadcasting (faedi4); and it did so by defining

the act of communication to the public by referetiweéhe place where the signal is
emitted.

It was against this background that, in 1996, tlmn@ission drew up the Green
Paper which considered in detail the importanceemdryption and the problems
created by a fragmented system throughout the Elddaling with illicit reception.
This recognised the importance of ensuring the trigh remuneration of the
intellectual property rights holders but, at thensatime, the need to respect the
proportionality criterion. The Commission also expéd its opinion as to where the
balance should be drawn - a matter | have congiderparagraphs [86]-[94] of this
judgment.

Directive 98/84/EC was duly adopted in 1998 andiragaknowledged the value of
cross border broadcasting to the furtherance ofdibectives of the Community

(Recitals 1-3) and recognised the need to supplethmenlegal framework for the

creation of a single audiovisual area laid dowrDingctive 89/552/EEC (Recital 16).

At the same time it recognised the value of sesvig®vided by conditional access
and the need to protect the service providers agdlitit devices giving access to
those services free of charge.

Then came Directive 2001/29/EC, which is concerméath the harmonisation of
aspects of copyright and related rights in the rimiation society and is based upon
the rules and principles laid down in a number dfe€tives, including Directive
98/84/EC.

Finally I come to the report (COM (2002) 430 finah) Directive 93/83/EEC which |
have discussed in paragraphs [291]-[294] of thagjuent and the concerns expressed
there by the Commission about the emerging trengro§ramme producers to sell
their programmes to broadcasting organisations @mdidon that satellite
transmissions are encrypted so as to ensure tmnotae received beyond national
borders. It concludes that the transfer of riglotsthe entire footprint, and only the
contractual relations between the rightholdersherdollecting societies representing
them and the broadcasting organisations relatinige@ntire footprint, are compatible
with the principles of the internal market. So, Wiee the transmission is
unscrambled or encryptedhe footprint can serve as the basis for exploitthg
rights.

Page 82



Approved Judgment FAPL v QC Leisure

328.

329.

330.

331.

332.

333.

334.

| think it is apparent from the foregoing that thesrious legislative measures cannot
be considered in isolation and each one “keptsit@x”, as the claimants urged upon
me. It is only by considering each measure in th&ext in which it was adopted that

its true meaning can be discerned.

| turn now to consider the particular claims agaimsich the free movement defence
is raised. They fall into two categories: firste thlaim under Directive 98/84/EC in
respect of dealings in illicit devices; and secotite claims for infringement of
copyright by copying, communicating to the publindaperforming, playing or
showing in public works protected by copyright owriey FAPL. | would say at the
outset that it is my impression that neitli@EMA nor the Coditel cases provide a
complete answer to the questions which arise.

As for Directive 98/84/EC, the starting point mbst its proper interpretation. | have
discussed this at some length and do not proposepeat that discussion here.
However, | would add the following postscript. Tthefendants say, in my judgment
with some force, that the effect of the claimagchtention is that Directive 98/84/EC
provides them with a control right to allow broastess to control the place in the
Community where their decoder cards are used. Thenssion continues that such
an interpretation of the Directive is irreconcilabdith the development of a single
audiovisual area; a submission which I considsupported by the final report (COM
(2002) 430 final) on Directive 93/83/EEC.

It must be noted the need to consider the free mewt defence to the claim under
Directive 98/84/EC only arises if the defendantselon the issues of interpretation |
have discussed. If the expression illicit deviceasstrued as applying only to what |
have described as pirate devices then the claint falisin this event the defendants
accept that the specific subject matter of thetrgginferred under the Directive may
be as wide as the right itself.

If, on the other hand, the expression illicit degcis construed, as the claimants
contend, to include any decoder cards which giveess to a protected service
without authorisation, even if such cards have issmed by the service provider, it
then becomes necessary to identify, as a mattiemgfthe specific subject matter of
the right by reference to its essential function.

In this regard, the defendants say the essentradtiin of the right is to protect

against access to a service by devices which allmess “free of charge” (see Recital
6), and that is not the case for the decoder dargsue. However, this, it seems to
me, is no more than a re-run of one of the argusnentinterpretation which, on this

hypothesis, they have lost. Moreover, | think itukbamount to an attack on the
validity of the Directive itself and consequentlpwd be unlikely to succeed.

| turn then to consider the claims in respect giyeght which assume a particular
importance if the defendants are right as to theect interpretation of Directive
98/84/EC. As has been seen, complaint is madeeoptbduction of transient copies
in decoder boxes and on television screens. Thgsesare necessarily made as an
inherent part of the process of reception. Yetdlagmants apparently accept there is
no act of infringement in reception as such. Thatstnl think, be right, because
communication to the public is deemed to take plac#he country from which the
broadcast is made under Directive 93/83/EEC. Isdlmrcumstances | consider there
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is a real issue as to whether the creation of sogles is outside the specific subject
matter of any reproduction right, although onceimghis may turn on the proper
interpretation of Directive 2001/29/EC. That, heee is not an end to the matter.
The claimants also complain about the communicatiatie works to the public and
the performing or playing of the works in the pabllhe former, if established, is
accepted by the defendants to be outwith any pesslefence under the free
movement rules. The latter is not so clear. | hiwend that it is, prima facie, an
infringement of the copyright relating to the Antindor it to be played out loud in
public in the circumstances | have described. Basé are not important aspects of
the broadcasts so far as the defendants are cedceand hence their offer by letter
dated 30 April 2008, mentioned in paragraph [278jve. A more specific aspect of
the question on which the assistance of the Cdudustice is requested is therefore
whether, in these circumstances, the protecticor@éd in respect of the Anthem can
be any broader than that which is conferred on ghbstantive aspects of the
broadcast.

Competition law (Article 81 EC)

335.

336.

337.

FAPL has established a system of contracts with &spects: (i) a covenant of
exclusivity that FAPL will only appoint one broadter within any particular territory
and (ii) restrictions against the circulation ofttearised decoder cards outside the
territory of each licensee. The defendants’ caskeuArticle 81 is directed only at (ii)
and it applies only to NOVA.

I must now explain how the defence came to be dhiced into the proceedings and
its continued relevance. The claimants pleadetieir Re-Re-Amended Particulars of
Claim in the QC action at paragraphs 6A and 58:

6A: The Second Claimant receives the World Feddaiities

in Greece which are shared with the Third Claimarithe
Second Claimant adds a separate Greek commentaty an
graphics to the World Feed. The Third Claimantrgois and
compresses the signal, and transmits it to an kidiation
situated in Greece. The Third Claimant enters ouatracts
with subscribers in the territory of Greece to auige them to
receive the signal on payment of a charge.

58. The Foreign Broadcasters are prohibited fromplying
SMART cards for use in the United Kingdom”

This provoked a request for further informationtbé prohibition referred to and
produced the following response dated 21 March 2007

“7. Under the terms of the license under which Bogeign
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
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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 $udnkee 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”

This, it will be recalled, is reflected in claus€(1)(b)(i) of the NetMed
Agreement.

338. The claimants also asserted lack of consent tal¢ladings in the cards complained of
in support of their claim for copyright infringenteand loss of revenue.

339. Paragraphs 17, 18 and 18A of the Re-Amended Defertbe QC action state:

“17. In so far as the prohibition alleged in thestfisentence of
paragraph 41 is based upon or the consequence edragnts
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 ar&hnot be
relied upon as a basis for contending that the mats’
customers are not entitled to receive the sateliiteadcasts
concerned.

18A. Contract terms or other purported restricgionposed by
the Second and/or Third Claimant on holders of Noaeds
which purport to restrict the use of Nova cardshe territory
of Greece (including in particular the contracimeralleged in
the last sentence of paragraph 6A) are the consequer
effects of the agreements or concerted practicesree to in
paragraph 17 above, and/or are themselves agreeinemeen
undertakings or concerted practices which havéeis bbject
or effect the prevention, restriction or distortioihcompetition
within the common market, in that they purport tmit or

control the markets where traders are permittesufpiply Nova
decoder cards and to restrict the ability of pessonMember
States other than Greece to receive Nova broadtasts
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The defendants provided further information abdug &llegation on 26 November
2007:

“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. ”

This defence was also raised to the copyrightngfment claim and the claim in
respect of lost revenue.

In their Re-Amended Reply the claimants denied gatagraph 10) that the
prohibition constituted a violation of Article 8% was void.

At a hearing on 19 December 2007, the claimantgtgosummary judgment on the
part of the defence based upon Article 81 on thasbid had no real prospect of
success at trial as a matter of law, essentialiyng on the decisions i€oditel land
Coditel 1l. Barling J dismissed the application in a judgmeahnded down on 18
January 2008, [2008] EWHC 44 (Ch).

At the trial there was some discussion as to whetie claimants were maintaining
their reliance on the contractual restriction (tlegport restriction”) but it became
clear that this was the case and it remains bottheir final amendments to the
Particulars of Claim and the Reply. It seems totheeclaimants have no alternative
but to take this course because they accept tealNtDVA cards were put on the
market in Greece but say this was only for thetlchipurpose for which they were
authorised. They maintain the decoder cards weratnihat point in free circulation
because of the presence of national rights in ddtember Stateand because of the
export restriction. | have discussed the interpicteof the NetMed agreement earlier
in this judgment and | consider the contractuatri@®n underpins the claimants’
contention that consent given by NOVA when it siggph decoder card is limited to
use in the territory of Greece. If the contractetriction is void then the claimants
cannot rely on it. Accordingly this issue has arirg on the claim under Directive
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98/84/EC and for infringement of copyright, at keas so far as the claimants are
seeking an injunction which would prohibit the defants from arranging the supply
into the UK of domestic NOVA decoder cards for dsticeuse and commercial
NOVA decoder cards for commercial use.

| turn then to consider the substantive issue. dlagnants submit, and | accept, it
could have significant consequences for the Europeaadcasting market.

| begin by considering the evidence. The defendbhat® established that there is a
significant demand for the reception of satellitedzicasts in Member States outside
the state of origin, for a variety of reasonableppses. The demand exists among
citizens of other Member States resident in otimgithe UK and among UK citizens
resident in or visiting other Member States whohwis have access to satellite TV
from their home countries for personal viewing. Bpersons include second home
owners, tourists and other travellers. It was alsown there is a demand for satellite
reception in pubs and bars and similar establisksnes illustrated by the activities in
the UK of the defendants which the claimants amgndy to prevent by these
proceedings; and a demand for Sky broadcasts is gaod bars throughout the EU,
particularly but not exclusively in areas frequents British tourists. Interestingly,
there is also a demand by Premier League clubshale installed foreign satellite
systems in order to look at match broadcasts fayepl analysis and scouting
purposes.

| am also satisfied on the evidence that the @xgstriction is intended to and does
in fact restrict trade between Member States anthedtably restricts competition
between the services provided by FAPL's currergngees. This was apparent from
the evidence of Mr Weingarten to which | have alyeeaeferred in paragraph [18]-
[24] of this judgment. He candidly confirmed undeoss examination that if NOVA
were free to respond to orders for decoder caaia fsther Member States, including
the UK, the rights of the licensees in those otbaitories would be diluted. From the
FAPL'’s perspective that would be damaging in nuniferespects: it would reduce
the value of the UK rights to Sky and hence the amd is prepared to pay for the
exclusive right to broadcast in the UK and it woudhder FAPL in breach of its
obligations to the Commission (which | come to iiTmament) and to UEFA (as
explained in paragraph [23] above). However it woimcrease competition, at least
for now, as he explained (Day 4, pages 73-75):

Q. ... Those are reasons for imposing restrictions. tBat
point | am putting to you is: if the restriction meremoved,
there would be increased competition, or in eftéere would
be competition where there isn't any at the momieetween
Premier League matches carried by Nova and Prdre@gue
matches carried by Sky?

A. Yes. That's natural.

Q. And therefore the purpose of imposing the i@gtn is in
order to prevent this competition between youricersees in
different territories?

A. Yes, that is one reason.
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348.

Q. And -
A. Because they have bought exclusive rights.

Q. Yes. If you were to remove the restrictionwduld have
significant and substantial effects, wouldn't it?

A. Yes.
Q. And that's your whole case?
A. Yes.

Q. And of course, the restriction or, if you likibe network
[of] restrictions operates both ways; in that #gyents Sky from
responding to orders for decoder cards from outsiddJnited
Kingdom; correct?

A. Yes.

Q. And in fact, if we look at the pattern acrossrdpe, you
have walled off the territory of each licensee freach other?

A. Yes

Q. If the restriction were removed, the effectlwdt would be,

for example, that Sky would lose out because of the
competition from decoder cards coming in from otimamber
states, Greece and others?

A. Yes

Q. Sky would gain, to an extent, because theydperhaps
make presales [more sales] of decoder cards ihtr ahember
states?

A. Potentially, yes.

Q. And your concern -- and indeed, the export ky 8ards
into other member states would of course resutibimpetition
in those states between Sky's showings of Preméagle
matches and the matches carried by your licensedhoise
territories?

A. Yes, of course.

Mr Papastathopolous gave evidence from NOVA's pegBpge. It establishes that
exclusivity is a feature of the majority of its gramming and that NOVA wants
exclusivity to encourage customers to take out a VNO subscription.
Correspondingly, the export restriction is somegjhimequired by the majority of
programme suppliers as a condition of the granexalusive rights. Absent such a
restriction, he would expect the number of carggpsed to increase.
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Before considering the issues which arise in thbtlof this evidence, | would make
the following preliminary observations. First, st important to have in mind that the
defendants do not seek to challenge the grant tt«d/ANGf an exclusive licence. The

challenge is only directed at the export restrictimposed upon NOVA. It is this

feature which turns the contract from an “openattlosed” exclusive licence.

Second, the defendants accept that if they aregvasrio the proper interpretation of
Directive 98/84/EC and on their free movement argnis such that it is not lawful to
export decoder cards from Greece to the UK, there#port restriction does no more
than mirror a restriction imposed by the underlyiigdnts and the Article 81 argument
must fail.

If, on the other hand, Directive 98/84/EC, on iset construction, is concerned with
pirate devices and does not confer a right of cdmver the movement from state to
state or on the place of use of devices issuedhbyservice provider, or if the
defendants can rely upon the free movement riginideu the Treaty, then the
claimants cannot say that the export restrictiosn @ effect additional to that of the
underlying exclusive licence of broadcasting rights

The position is similar in relation to copyright.okover, it is not possible for the
claimants to argue that the use of NOVA's decoderds in the country of
importation necessarily infringes FAPL’s copyrighthiey may be used for domestic
purposes. Or they may be used to watch Greek spattten the UK. The export
restriction would prevent all such activities, r@aable though they seem. Further, it
must again be borne in mind that FAPL is seekingdly on fragments of its
broadcasts and | consider it is again questionailether this can be sufficient to
justify a total restriction of the kind asserted.

The defendants say it is apparent that from thea#iens alone that the export
restriction is restrictive by object. But they sty position is confirmed by a

consideration of the industry and the context witwhich the agreement was made.
In particular, restrictions of this kind undermitiee Community objective of the

creation of a single audiovisual area and inhitdther than promote, cross border
satellite broadcasting.

In support of their position, the defendants retytawo authorities in particular. The
first is the decision of the Court of Justice ins€al9/77Miller International v
Commissiorj1978] ECR 131 where the Court said at [7]:

“7. In this connexion it must be held that, byvesy nature, a
clause prohibiting exports constitutes a restriction
competition, whether it is adopted at the instmatiof the
supplier or the customer since the agreed purpds¢he
contracting parties is the endeavour to isolateag pf the
market.”

The Court proceeded to consider whether the clamsissue were such as to affect
trade between member States and concluded thaastemough that there was a
dangerthat trade between Member States wouldereciably affectefat 15].
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The second is the decision of the Court of JusticeCase 258/7&8ungesser and
Eisele v Commissiofil982] ECR 2015. Here the Court was concerned yigimt
breeders rights and distinguished between operclasgd exclusive licences. As it
explained at [53]:

“53. It should be observed that those two setsoosclerations
relate to two legal situations which are not neaglgsidentical.

The first case concerns a so called open exclugieace or
assignment and the exclusivity of the licence eslagolely to
the contractual relationship between the ownehefright and
the licensee, whereby the owner merely underta&esongrant
other licences in respect of the same territory aod to

compete himself with the licensee on that territor@n the
other hand, the second case involves an exclugieade or
assignment with absolute territorial protectiondenwhich the
parties to the contract propose, as regards thaupte and the
territory in question, to eliminate all competitidrom third

parties, such as parallel importers or licensees dther

territories.”

In relation to closed licences, it said:

“61. The Court had consistently held (cf. Joineas€s 56 &
58/64Consten & Grundig v. Commiss¢If66] ECR 299) that
absolute territorial protection granted to a liamsn order to
enable parallel imports to be controlled and préagmesults in
the artificial maintenance of separate nationalkets; contrary
to the Treaty.”

It follows, say the defendants, the evidence neddeeéstablish that an export ban
between Member States is contrary to Article 81slight and it is enough to
demonstrate that it has real effects. If that desd the correct test, then it would
seem to me to be established by the evidence tchwinave referred.

However the claimants say that the defendants’agmbr is misconceived. First, they
submit that the right to receive remuneration ig p&the specific subject matter of
the intellectual property rights in the service aely, in particular, upooditel land
Coditel Il. Moreover the terms of Directive 98/84/EC reflect the proceds
reconciliation of the various competing interesisstng under the Treaty by the
Council and European Parliament. As such, if th&se in question does no more
than reasonably reflect the rights contained inDirective it cannota fortiori, be
inconsistent with Community law including the cortipen rules.

| consider there are two problems with this subimissThe first is that the licence in

Coditel was open, not closed, and the defendants have seught to contend that it

is clear that the object of an open licence isaarhcompetition. The second is that
the defendants do not suggest the export restricgiavalid if they are wrong both as
to the proper interpretation of the Directive amdtleeir free movement arguments.

The claimants also submit that the defendants abased oper seillegality under
Article 81. As to this, they accept there are agrests which are treated as having a
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restrictive object and are very much harder toifpistNevertheless, they say the
concept ofper seillegality is not known to EC law. In this conneai my attention
was drawn to the decision of the Court of Firsttdnse in Case T-168/01
Glaxosmithkline v Commissiof2006] ECR 11-2969 and, in particular, the dissios
at [109]-[122]. This case suggests that an agreemtnded to limit parallel trade is
not to be considered by its nature, and indepehdehtany competitive analysis, to
have as its object the restriction of competitidh[121] the court said:

“121 While it has been accepted since th&oristen and
Grundig v Commissidnthat parallel trade must be given a
certain protection, it is therefore not as such bstthe Court of
Justice held, in so far as it favours the develapoétrade, on
the one hand, and the strengthening of compeititiothe other

hand, ...... that is to say, in this second aspecspiriar as it
gives final consumers the advantages of effectv@mpetition
in terms of supply or price .... Consequently, whileis

accepted that an agreement intended to limit Ertatide must
in principle be considered to have as its objeetré#striction of
competition, that applies in so far as the agre¢masy be
presumed to deprive final consumers of those adgast”

The court then proceeded to take into accountebal land general context in which
the relevant terms were applied and concludedittbatild not be presumed that those
terms deprived the final consumers of these adgastaf effective competition.

It follows, submit the claimants, that if the dedamts are to attack the export
restriction they need to plead and then prove ¢oréguisite standard each and every
one of the components of Article 81(1). Here, tlemy the defendants have not
pleaded any primary facts at all. Moreover, anderfandamentally, they have failed
to deploy any, or at least any adequate, evidehgacally, they say, proof of Article
81 allegations is achieved through a combinatiowitiiesses of fact, trade witnesses
and experts, usually economists and forensic a¢aatsa In any event, there must be
a detailed assessment of the full legal and ecan@mmtext including, as a basic
requirement, an identification of the relevant prodand geographic markets within
which the alleged restriction of competition wikhte an effect. One of the essential
matters which must be analysed is, they say, thanterfactual’, that is to say the
market as it would have been in the absence ddlibged illegal restriction.

In this regard, the claimants contend the diffiegltwith the defendants’ case are
compounded by the fact that the Commission hasesspr considered and issued a
decision in relation to the manner in which the EAdells its broadcasting rights:
Case COMP/38.173 Joint selling of media rightsite FA Premier League, 22nd
March 2006. The subject matter of this proceediras whe horizontal joint selling
arrangements of the Premier League clubs for tpdogation of the media rights to
their matches, under which they appoint the FAPRdbon their collective behalf. It
is apparent that the Commission was well awareritjgs would be sold on an
exclusive basis and that this was, inter alia,gfesi to maximise revenue. It is also
clear the Commission was conscious that geographikets for the exploitation of
media rights are usually national in scope. Thasitat noted various commitments
by the FAPL as to its market conduct and licengmodicy (including the grant of
rights on an exclusive basis, together with theoeixpestriction) and duly made those
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commitments binding on the FAPL. It concluded that, the light of those
commitments, there were no longer grounds for actio

It seems to me that this decision of the Commisgaof some, but limited value. It
expressly states it has as its sole subject madtterhorizontal joint selling
arrangements and does not conoegriical agreements to license the rights in issue.
Nor is there any reference in the body of the dewcito the export restriction.
Therefore, and while | recognise the grant of esigity was contemplated by the
Commission, | cannot conclude it considered, latnal approved, the export
restriction as such.

Nevertheless, | recognise that there is no plepdiirected to the following
components of a typical Article 81 case:

i) the product and geographic market, addressing guestions as whether
there are separate markets for decoder cards ®ronscommercial and
residential premises;

i) market conditions generally, such as the structuré size of the market,
current market conditions and the importance ofgties market;

iii) the counterfactual, namely the impact on competiifoexclusive territorial
licensing could not be used to obtain remuneraf@nthe exploitation of
sports rights;

iv) ancillary restraints, that is to say the extentwbich exclusive territorial
licensing is necessary to give effect to collecexploitation of sports rights
as approved by the Commission;

V) effect on trade between Member States;
Vi) anti-competitive effect.

Further, and subject to paragraphs [345]-[348] abowe defendants have not
adduced any evidence on any of these matters. Goestly, if the claimants are
right, and a full factual and economic analysigaquired, then the attack on the
export restriction may well fail.

It is apparent from the foregoing that the pariéee approaching the issue from
fundamentally different perspectives as to theemrlegal approach. The defendants
say that Community policy as to cross border braatileg is evident from the series
of legislative measures to which | have referred, amthe event the interpretation of
Directive 98/84/EC for which they contend is cotrat may be presumed that the
export restriction has, as its object, the restnicand distortion of competition and it
is enough to show there is a danger that trade degtwMember States will be
appreciably affected. The claimants, on the otlzardh say that it is inherent in the
specific subject matter and essential function aiycight for broadcasts that rights
may be licensed to exclusive licensees in partiddlember States. In short, exclusive
licenses of performing rights do nper seinfringe Article 81, even though they
confer absolute territorial protection and mighteyent transmission into a
neighbouring state. This, it seems to me, is atguesvhich is so intimately tied to
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the other issues of interpretation | have discugbedl | believe it too should be
referred to the Court of Justice. | would ask theu€ what legal test the national
court should apply and the circumstances it shtakd into consideration in deciding
whether the export restriction engages Article 81.

Reference

369.

370.

371.

372.

373.

The defendants seek a reference to the Court itdusder Article 234 EC on the
issues of Community law which | have identified.eT¢laimants say that a reference
iS not necessary and, in any event, in the exemaismy discretion no reference
should be made at this stage.

For the reasons | have given, and having deterntimedacts, | believe that a ruling
on the important and difficult issues of Communraw to which | have referred is
necessary for this court to deliver a final decistm the various claims advanced by
the claimants under Directive 98/84/EC and for imjement of copyright. It is
therefore open to me to make a reference to thet@duustice. Having formed this
view, | must consider whether, taking into accoalhtelevant matters, | should make
a reference at this stage.

In my judgment this case raises very serious questwhich, as both parties have
urged upon me, are of the greatest importance dcEtiropean single market. The
claimants submit the defendants’ case is effectigethallenge to the way in which
sports (and indeed virtually all) broadcast riglatse licensed in the EU. The
defendants say there are millions of expatriatekersrin Member States who want to
watch satellite television from their own countndathat the claimants are seeking to
bolster a system of barriers against the free GEticun of decoder cards between
Member States to the commercial advantage of pnoge providers and
broadcasters who want to maintain price differéntietween the markets in different
Member States, to the serious detriment of conssimsrregards both price and
choice. Moreover, they continue, the whole trencEGf Directives in this field has
been to try and create a single audiovisual ar@grocess which the claimants are
trying to frustrate. These rival arguments raiggosis policy issues and | believe it to
be highly desirable they should be authoritativeédgided by the Court of Justice as
soon as possible.

Secondly, it seems to me a reference now is lit@lgroduce a definitive answer not
only more quickly but also more cheaply than if dave the matter over for
consideration by an appellate court. The claimbat® indicated that if | were to find
in the defendants’ favour but decline to make anezice then they would appeal. The
defendants are understandably very anxious ab@utdists of such an appeal at
which the arguments advanced before me would labe tconsidered all over again
with a very substantial prospect of a referenceetiiger. On the other hand, if | make
a reference now and the Court of Justice rulekerctaimants’ favour it is not easy to
see what the defendants could hope to gain froapaeal. Alternatively, if the Court
rules in the defendants’ favour, any scope for gpeal by the claimants would be
limited if not removed entirely.

Thirdly, | must take into account the claimantsbsussion that a reference would
create a high degree of uncertainty not only iatreh to the rights of FAPL, but in
relation to all sports rights and contents rigldsoas the EC. That may be so. But it
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374.

375.

would also be the consequence of an appeal to tet ©f Appeal with a reference
thereafter. Indeed, in that event the uncertainbulied extend for a longer period. |
consider this is therefore another factor whichnfeoitowards, rather than against,
making a reference at this stage.

Fourthly, the claimants submit the proper forumdaeference is the Court of Appeal
because that court will have the benefit of mofeneel argument and the advantage
of a first instance judgment. The appellate coult tven be in a better position to

assess whether (a) there should be a referencoamdhat the questions should be. |
accept that these are material factors for meke ilato account. However | am not
persuaded they outweigh the other matters to whizdwe referred because | am of
the view that the matters of Community law raisgdiiese claims are eminently fit

for consideration by the Court of Justice and #matappellate court would be very
likely to refer. As for the second matter, | wolldpe that, with the assistance of the
parties, the questions I refer will enable the €ofidustice to decide all the points of
Community law which are necessary for the justassp of these proceedings.

For all these reasons | have decided that it iscgpjate to make a reference now and
therefore invite the parties to make submissionstlen precise wording of the
guestions | have identified.

Authorisation

376.

377.

378.

379.

This is an important aspect of the copyright claitris contended that QC and AV
have infringed FAPL's copyrights by authorising tlwefringing acts of their

customers, including those of the Madden defendahtshorisation is a primary
infringement under s.16(2) of the CDPA.

The law of authorisation of copyright infringememés explained by the House of
Lords inCBS Songs v Amstrad Consumer Electrofi®88] RPC 567. It means the
grant or purported grant, which may be expressnplied, of the right to do the act
complained of. An act is not authorised by someohe merely enables or possibly
assists or even encourages another to do an &ctoes not purport to have any
authority which he can grant to justify the doirfglee act.

The claimants originally maintained that QC and A¥d presented materials on
websites, made presentations and even direct gaterno customers that it was legal
to use the decoder cards they were offering to Igugfowever, both defendants
pleaded they had not made any express or impligesentations to customers about
whether or not any copies of the alleged works wewde within the decoder
equipment or in the course of displaying satelliteadcasts, or expressed any view
on whether the making of any such copies would auld/ not be lawful. In the event,
none of this was challenged in cross examination.tb® end of the day, the
claimants’ case was put on the basis that authimisavas inherent in the sale and
supply of the decoder cards.

In my judgment decoder cards are quite differenttiie twin-tape recorders the
subject of theAmstraddecision. Those recorders might or might not bedutse
perform the allegedly infringing activities and tléevas nothing inherent in the sale
which suggested that Amstrad had the authoritylltavathose activities to be carried
out. By contrast, a decoder card is the key whittbwa the viewer to watch
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encrypted programming. It has one purpose onlyclvis to permit him access to
what he would otherwise be denied. In this sensg &n authorisation in physical
form. Absent a statement or some other indicatmrihe contrary, the supply of
decoder cards to customers therefore constitutbe@asation to use the decoder cards
for the purpose for which they were supplied. |e ttase of publicans, they were
supplied to allow customers to watch the televisprogramming in the pubs. |
therefore conclude that QC and AV have authorised iafringing acts of the
Madden defendants and other members of the publichbm they have supplied the
NOVA and ART cards.

Personal liability

380.

381.

382.

383.

The claimants seek to establish personal liabdityhree defendants. The first is Mr
Richardson. QC Leisure is his trading name. ltasanseparate legal entity. It follows
he is personally liable in respect of any actsndfingement carried out under that
name.

The second is Mr Chamberlain. He is the sole direahd employee of AV and he
holds at least 90% of its issued shares. The coynpas had no other employees
since at least 2005. In cross examination he aedepé has personally conducted
every aspect of AV’s business, including doing thaperwork and answering
telephone calls. It was his decision to sell NO\&kds and he got them activated.

The relevant principles concerning the liabilityaotlirector for the acts of a company
were explained by the Court of Appeal MCA Records Inc v Charly Records Ltd
[2002] FSR 26. | am satisfied on the evidence MatChamberlain’s participation
and involvement in the acts of which complaint iada have gone well beyond the
exercise of constitutional control and are such, tihaso far as they are actionable, he
would have been liable even if he were not a dimeot controlling shareholder. He
intended, procured and shared a common designtithkompany to carry them out.
| find he is personally liable for all acts of imfgement by AV.

Mr Raval is, as | have said, the sole director & & is alleged that he is the
controlling mind and will of SR and has personallyried out or directed or procured
the carrying out by SR of the allegedly infringiagts at the Earls pub. But Mr Raval
did not give evidence and my attention has not ladeawn to any primary facts which
would support the contention that Mr Raval has dang more than carry our his
constitutional role in the governance of the comypéinhas not been established he is
personally liable for any infringing acts of SR.

Flagrancy

384.

| can deal with this very shortly. On the assumptitere has been infringement, | am
invited to consider the question of flagrancy aeadfit accruing to the defendants in
support of FAPL’s claim for additional damages unsl®7(2) of the CDPA. | am not
asked to rule at this stage on whether additiomamhabes should be awarded, this
being a matter for the enquiry, if there is ond.IAIm asked to do is to make findings
of fact on the issue of flagrancy and benefit atguFAPL contended at the outset of
the case that the defendants have openly and oxkbe flouted its rights to their
own benefit and that the nature of their activiiiesuld be explored during the course
of the trial. But, having heard the evidence, ndipalar facts or matters were relied
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upon in closing. | think FAPL was right not to psethis aspect of its claim. The
issues are complex and the evidence did not esftiattlat any of the defendants have
infringed FAPL'’s rights knowing their activities twe wrongful. | would reject the
claim for additional damages.

Conclusion

385.

The issues in this case have at their heart thpeprmterpretation of a number of
instruments of Community legislation concerning tiess-border broadcasting of
television programmes by satellite. There can bdoubt that recent years have seen
a proliferation of encrypted television channeldalirare accessible only on payment
of a fee. Yet the broadcasting organisations resp@nfor the transmissions are often
prohibited from permitting viewers in other Memifgtates to access the encrypted
programming; and this is so even when such vieveees prepared to make the
requisite payment. This prohibition stems from tesire of rightholders to extract
what they perceive to be the fair remuneration kictvthey are entitled. However, it
creates a tension with the concept of a Communitjcwvisual area and the principles
of an internal market without frontiers, and ittligs tension which is reflected in the
multitude of claims and defences deployed in thisec | have made such findings as |
can. But | believe the issues which | have idesdifand upon which the assistance of
the Court of Justice is sought are so fundamehgdlthey should be considered as a
whole by the Court at the earliest opportunityhérefore invite the parties to make
submissions on the precise wording of the questioriz referred and to suggest, if
so advised, any additional questions for this ¢cewdnsideration.
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Annex 1

Key Indicates the following:

Agreed that this work is in the NOVA DVDs, ART studio game broadcasts and in

the material ART intended to broadcast for non-studio games.

Agreed that this work is not in the NOVA DVDs, ART studio game broadcasts

and in the material ART intended to broadcast for non-studio games.

Applies to the sound recording of the Anthem. The claimants accept this is not
present in the DVD or broadcast as a sound recording — it only features as the
sound track to a film work — but say the Anthem is also found in all matches
during live footage (i.e. not as a sound track to a film). The defendants contend
this music is plaved live at the stadium and is picked up incidentally as ambient

sound.

The defendants agree that these works are in the Portsmouth v Chelsea NOVA
DVD, but do not agree they formed part of the actual NOVA broadcast. The
claimants contend that they did.

- Not agreed.
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