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INTRODUCTION
“The final settlement is a complex license, invotyia worldwide class of millions of
copyright owners, and resembles a joint venturerenpublishers, authors, Google and
the libraries that provide books to Google for stag.”
-- Counsel for the Publisher Sub-Class
The purpose of class action is to resolve a legalute, not launch a “joint venture.”
Google and the three authors and five publisheis fildd these actions ask the Court to
conscript the vast majority of the world’s copytiglwners in books into this “joint venture” that
would create a monopoly in digital books. The jms®x settlement is unrelated to the narrow
legal dispute before the Court and, if approvedjid@onstitute an unprecedented misuse of the
judicial system. It invades the exclusive poweerosopyright that Article | of the Constitution
grants to Congress and exceeds the Court’s aythorier Rule 23 and Atrticle 111 of the
Constitution. The proposed settlement must betege
The complaints that commenced these cases in 2@0rged the Google Library
Program, which scanned books from library sheleendke them electronically searchable on
Google’s website in order to displayief excerptsn response to searches. The proposed
settlement does not resolve this narrow issuerdibier confers on Google a new monopoly by
authorizing Google (and Google alone) to engagberwholesaleommercialexploitation of

entire copyrighted books. The broad uses granted Gaoglade “Institutional Subscriptions,”

“Consumer Purchases” and “New Revenue Models,”e&lsag “Non-Display Uses”

! Debevoise & Plimpton LLFDebevoise advises worldwide class of publishers and Association of American
Publishers in landmark settlement with Gogdlev. 25, 2008available at
http://www.debevoise.com/newseventspubs/news/RepresentationDetaibasps2a3dba5c6-7e25-4b70-a9c7-
0156917fee0d(Ex. A).
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encompassing a wide array of valuable uses forlwiiccompensation whatsoever will be paid
to class members.

Millions of copyright owners around the world whia dhot participate in and do not even
know about this litigation — many of whose workso@le has not even scanned — stand on the
verge of having their copyrights infringed in wagsgonentially greater than the conduct
challenged in the complaints. A class action eetdnt is the wrong mechanism, this Court is
the wrong venue, and monopolization is the wrongmsedo carry out the worthy goal of
digitizing and increasing the accessibility of beokndeed, Congress and numerous academic,
non-profit and commercial providers are working éoéls that goal by way of legitimate
legislative and contractual efforts.

Microsoft Corporation has substantial interesttis proceeding. It owns Microsoft
Press, a large technical publisher, and is a meofld®sth the Publisher Sub-Class and the
Author Sub-Class defined in Section 1.142 of treppsed settlement agreement with thousands
of copyrighted works covered by its terms. It adg@rates Bing, an Internet search engine that
provides users with access to all types of digitfrmation and would be harmed by the anti-
competitive effects of the proposed settlementtilay 2008, Microsoft operated a book
digitization project like Google Books but with thkear distinction that Microsoft did not scan

and display any copyrighted books without permissibthe copyright owner. As explained last

2 As one commentator explained: “It seems likely that the ‘nondisplay usesagfi&s scanned corpus of texil
end up being far more important than anything else in the agreeriraagine the kinds of things that data mining
all the world’s books might let Google’s engineers build: automated translatiaral @piaracter recognition, voice
recognition algorithms. And those are just the things we can think of today. Uadmreement, Google has
unrestricted, royalty-free access to this corpus.” Fred von Lohrfzaugle Book Search Settlement: A Reader’s
Guideg Electronic Frontier Foundation Deep Links Blog, Oct. 31, 2008 (emphasis added),
http://www.eff.org/deeplinks/2008/10/google-books-settlement-readers-gExieB).

3 Microsoft intends to appear at the Fairness Hearing on October 7, 2009 to presentritenes made in these
Objections.



Case 1:05-cv-08136-DC  Document 276  Filed 09/08/2009 Page 5 of 28

year, Microsoft was and remains interested in $etichnology to improve access to digital
books, an interest that would be substantially leariny approval of the proposed settlenfent.
Finally, as an owner, user and licensee of copyedlworks, including books, Microsoft has a
strong interest in the copyright rules and busimessngements that govern such works.

No one can object to the laudable goal of creatmgersal and broadly accessible
repositories of digital books. Numerous entitigaublic (including the U.S. Copyright Office
and Library of Congress), non-profit (including tiiernet Archive), educational (including
leading universities) and commercial (including @lep Amazon, Yahoo and Microsoft) — have
invested countless time and hundreds of milliondadfars in such efforts. Breakthroughs in
digital technology and progress in copyright refdrefore Congress — efforts that Microsoft
actively supports — have brought achievement dfgbal closer than ever. These competitive
and transparent efforts affirm the benefits of paromarket, and the Constitutionally mandated
legislative process ensures that the diverse sie the many stakeholders are considered and
balanced, accommodating copyright owners, onliméises, libraries and the public.

The proposed settlement, on the other hand, pusu#legitimate approach. Following
closed-door negotiations that excluded millionsabyright owners and the very public that
copyright law serve3Google and the plaintiffs seek to arrogate putditicymaking to
themselves, bypass Congress and the free markketoae a sweeping “joint venture” — built on
copyrights owned by a largely absent class — v&a@ourt’'s order. The proposed settlement

would usurp the role that Article I, Section 8 l¢ tConstitution vests in Congress alone to alter

* See generallilicrosoft,Book Search Winding DowBing Search Blog, May 23, 2008,
http://www.bing.com/community/blogs/search/archive/2008/05/23/book-seancting-down.aspx(Ex. C).

®See Mazer v. SteiB47 U.S. 201, 219 (1954) (“The economic philosophy behind the clause empowering Congress
to grant patents and copyrights is the conviction that encouragement of individual effarddayapgain is the best
way to advance public welfare through the talents of authors and inventors in ‘Sciencefahdrts.™).

-3-
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the copyright laws in the face of new technolog&éemyle that Congress actively pursues in
legislation to make orphan works more widely avd#ato enact copyright exceptions for
libraries to further their mission, and to meetsstbhanging needs.

Four basic facts about the proposed settlementigigtproblems that render it
inappropriate to foist on millions who had no roidts negotiation yet would be bound by its
terms:

First, the plaintiffs no longer seek redress only fastga continuing infringement — the
proper bounds of a copyright lawsuit. Rather,déitling parties now seek this Court’s approval
of a “joint venture” that woul@duthorizenewfutureinfringements and expropriate and impair
the exclusive rights of millions of absent classmbers for thdife of their copyrights.

Secondthe proposed settlement seeks to divvy up ritffaswouldneverbe the subject
of contested litigation. Unlike the infringemeraims and fair use defense for displaying brief
excerpts alleged in the pleadings, the wholesade akentire books that the proposed settlement
would authorize aranquestionablynfringing, as Google acknowledgédn other words, the
class representatives bargained away millions sémibclass members’ incontestable rights to
prevent the reproduction, distribution, public diésp public performance and other uses of their
copyrighted books — rights that are not remotelgligpute in this case.

Third, each of the five Publisher Sub-Class represeetathat negotiated the proposed
settlement already has a commercial partnership @togle and its own side deal that contains

terms that have not been disclosed to class membéese separate agreements are likely to be

® See, e.g.Shawn Bentley Orphan Works Act of 2008, S. 2913, 110th Cong. (2008) (passed by Senate on Sept. 26,
2008).

" SeeAndrew R. Albanesd)eal or No DealWhat if the Google Settlement Faijl$ublishers Weekly, May 25,
2009,available athttp://www.publishersweekly.com/article/CA6660295.h{halven if Google had prevailed with
its fair use claim, [Google Engineer Dan] Clancy explains, that ruling would oné¢yfaeNitated its boolscanning
Its display still would have been limited to brief ‘snippets.™) (emphasisigiral). (Ex. D).

-4-
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different and more advantageous than the propattdreent negotiated for the absent class
members. Unlike the class representatives, how#wemillions of class members would
become participants in Google Books by means of@aption, not volition.

Fourth, the Publisher Sub-Class representatives thattiae the proposed settlement
are widely expected to exclude their own books fitsnterms. The class representatives intend
to walk away from the deal that they seek to impmsenillions of absent copyright owners.

These facts and many others cited in objectided fvith the Court demonstrate that the
sweeping scope of the proposed settlement is ingpraxpd that the parties that negotiated it do
not represent the diverse interests of the mastags®

The settling parties seek to misuse Rule 23 taetb@ir “joint venture” via an
unprecedented “compulsory license for the benéfine@ company,” as U.S. Register of
Copyrights Marybeth Peters calls ifThis would have profound anticompetitive effelts.

Potential customers of the proposed commercialwenincluding libraries! universitie$? and

8 As Publishers Weekly concluded: “[O]ur take is this: there is simply too rarfusion and too little support for
anyone to feel comfortable. ... [F]or all the good and bad scenarios raised Ieatheask it ever reasonable to
think that such a revolutionary, unprecedented pact, negotiated in secret over e &y peaple with loose claims
of representation, concerning a wide range of stakeholders, both foreign and domestiogimrotky issues of
copyright and the rapidly unfolding digital future, could be pushed through as a class atéoreséwithin a
period of months, in the teeth of a historic media industry transition?” Andrew ResSepinsettled: The PW
Survey on the Google Book SettlemBuiblishers Weekly, Aug. 24, 20G8;ailable at
http://www.publishersweekly.com/article/CA6685412.ht(aix. E).

° Miguel Helft, It's Not Just Microsoft Balking at Google’s Book PlaNew York Times BITS Blog, Apr. 4, 2009,
http://bits.blogs.nytimes.com/2009/04/04/its-not-just-microsoft-thats-bakkirggpogles-book-plans(Ex. F)

' The U.S. Department of Justice has informed the Court of a pending antitrusyatias of the proposed
settlement.SeeOrder dated July 2, 2009 (Doc. No. 120). In light of that pending investigation, this le$eficdi
address the legality of the proposed settlement under federal antitrustd@ding its implications for Google’s
already dominant position in search advertising and potential monopoly in the sriarldigitized books and
library subscription services.

1 See, e.glLibrary Association Comments (Doc. No. 100) at 6 (“there is no foreseead tinthe control Google
and the Registry have over this essential research facility”); Wibaaries Council Comments (Doc. No. 158) at 4
(“The practical effect of the proposed settlement will be a monopodistiation.”); Robert DarntoiGoogle & the
Future of BooksThe New York Review of Books, v. 56, n.2, Feb. 12, 2@08jlable at
http://www.nybooks.com/articles/2228¥o0ogle will enjoy what can only be called a monopoly — a monopoly of a
new kind, not of railroads or steel but of access to information.”). (Ex. G).

-5-
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consumer group¥ criticize it for creating a concentrated marketvpo, as do leading academics
in the fields of intellectual property and comgetit** Even the parties that negotiated the
proposed settlement acknowledge that it would tallesompetition:

Richard Sarnoff, chairman of the Association of Aiten Publishers, said that the
structure of the registry will be “tough to repliedor [Google’s] competitors:®

Michael J. Boni, the lead lawyer representing thehars Guild, conceded that “Google
will always have the advantage of having acced9€percent of the orphan works.”

Google and its chosen partners would receive imindram the purported class for massive
copyright infringement that no other entity coulatain.

Facilitating the digitization of books is a wortggal, but the profound interests
implicated here can only be resolved by Congresisthis Court.

ARGUMENT

THE PROPOSED SETTLEMENT USURPS CONGRESS'’S

EXCLUSIVE CONSTITUTIONAL ROLE TO DEFINE AND ALTER

THE RIGHTS AND REMEDIES OF COPYRIGHT OWNERS

The proposed settlement goes well beyond the thegié role of a copyright lawsuit —

....Continued

12gee, e.glLetter to J. Michael McMahon from Mary Croughan, et al. (University of Calddfaculty) of Aug.
13, 2009 (Doc. No. 134) at 3 (“there are at least three serious impedimemganimgful non-exclusivity of that
license”).

13 See, e.gJef PearlmarPublic Knowledge and the Google Book Search Settlefahtic Knowledge Blog, May
1, 2009 http://www.publicknowledge.org/node/212Bx. H); Wendy DavisConsumers Not Considered In Google
Book Search Settleme@onsumer Watchdog, Apr. 7, 2009,
http://www.consumerwatchdog.org/corporateering/articles/?storyld=2 &z 1l).

14 See, e.g.Pamela Samuelsobhegally Speaking: The Dead Souls of the Google Booksearch Setlexreitly
Radar, Apr. 17, 200%ittp://radar.oreilly.com/2009/04/legally-speaking-the-dead-soul.{{Trhke proposed

settlement agreement would give Google a monopoly on the largest digital libramgksfib the world.”) (Ex. J);
Elise AckermanGoogle’s Book ClupSan Jose Mercury News, May 3, 2009 (quoting Randal C. Picker) (“Google
will walk away from the settlement agreement with a huge competitiventad)ye). (Ex. K).

!5 Timothy B. LeePublisher speculates about Amazon/Google e-book “duopég Technica, Feb. 23, 2009,
available athttp://arstechnica.com/tech-policy/news/2009/02/publisher-specidhteg-amazongoogle-e-book-

duopoly.ars(Ex. L).

16 Miguel Helft, Google’s Plan for Out-of-Print Books Is Challengé&tew York Times, Apr. 4, 200@yvailable at
http://www.nytimes.com/2009/04/04/technology/internet/04books.html?pagewanted=21 §Ex. M).

-6-
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resolving claims for infringement — and imposeseavof provisions that would restructure the
rights and remedies of absent copyright ownerautiitout the world. The proposed settlement
would improperly: (1) require copyright ownerscimmply with formalities, including
registration and notice, to preserve and enforeg ttopyrights against Google; (2) permit
clearly infringing reproduction, distribution anther uses of copyrighted works without the
owner’s affirmative consent; (3) force owners towlGoogle and its partners to make far-
reaching and lucrative “non-display” uses of coglited books; (4) impose a private arbitration
system to resolve various copyright disputes; &djant broad immunities not only to Google
but to libraries, contractors and others not parthis litigation.

A class action cannot restructure copyright rigremedies, immunities and defenses as
the proposed settlement seeks to do. Such chaagesnly come from Congress, which alone
has the “constitutional authority and institutiosapability” to determine the rights and remedies
of copyright. SonyCorp. of Am. v. Universal City Studios, 464 U.S. 417, 431 (1984).
Accordingly, the Court should reject the proposeitieament and instruct the parties to litigate or
settle the claims actually raised in the complaiisroader resolution must be left to Congress,
where it can be publicly vetted — and, if approjgi@nacted — with the participation of all
impacted stakeholder$SeeOrtiz v. Fibreboard Corp.527 U.S. 815, 821 (1999) (reversing class
certification and settlement in “litigation [thatgfies customary judicial administration and calls
for national legislation”) (citingAhmchem Prods., Inc. v. Windsé21 U.S. 591, 598 (1997)).

A. The Constitution Vests Authority to Restructure Copyrights
Exclusively in Congress, Not the Courts

The Constitution empowers Congress to “promoteptiogress of science ..., by securing
for limited times to authors ... the exclusive rightheir respective writings ....” U.S. Const.,

art. I, 8 8. “[l]t is generally for Congress, rthe courts, to decide how best to pursue the

-7-
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Copyright Clause’s objectives Eldred v. Ashcrofts37 U.S. 186, 212 (2003). “[lit¢ Congress
that has been assigned the task of defining theesabthe limited monopoly that should be
granted to authors ... to give the public appropr@ateess to their work productld. at 205
(quotingSonyCorp., 464 U.S. at 429). This role is particularly imgamt in the face of new
technology, as here. “Congress has the constiait@uthority and the institutional ability to
accommodate fully the varied permutations of comngenterests that are inevitably implicated
by such new technology.”Sony Corp.464 U.S. at 430-31 (footnotes and citations au)tt
Congress has worked hard on legislation to revagpgright law to meet the challenges of
the digital age. Microsoft and scores of otheamsl(iding the settling parties) are active
participants in those deliberations. Many aspetthe proposed settlement, including its
treatment of orphan and non-U.S. works and of tibsa run afoul of legislative efforts. While
some of these provisions may have benefits asieypohtter, their inclusion in the proposed
settlement amounts to an end run around Congrdasther the parties’ private “joint venture.”

B. Congress Has Resolved Similar Matters Many Times,
Including Those That First Arose in Class Action Ltigation

Congress has a long record of amending copyrightdaespond to advances in
technology, including enacting industry-specificaianisms that recognize and reconstruct the
rights of copyright ownersSee, e.g.17 U.S.C. § 111 (compulsory license for retraission of
television signals by cable systems); § 112(e) (adsory license for ephemeral reproduction of
sound recordings by webcasters and other digitaieraervices); 8 114 (compulsory license for
public performance of sound recordings by cert&jital music services); 8 115 (compulsory
license for making phonorecords of musical compwss); 8 116 (compulsory license for use of
music by jukeboxes); § 118 (compulsory licenseuse of works by public television stations);

88 119, 122 (compulsory license for retransmissiotielevision signals by satellite carriers);

-8-
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§ 1001et seq{(resolving disputes over reproduction of copyrgghimusic by digital audio
recording devices). Congress can do so here as wel

In Cahn v. Sony CorpNo. 90 Civ. 4537 (S.D.N.Y. complaint filed JWy1990), music
publishers filed a class action asserting copyriginingement claims against the manufacturer
of digital audio tape recorders, which consumerddtase to make digital copies of copyrighted
musical works. At the urging of the litigating pas, Congress effectively resolved the case by
enacting the Audio Home Recording Act of 1992 (“AMRR '’ In contrast, the proposed
settlement improperly seizes the legislative fuorcof Congress by attempting to mimic the
AHRA and compulsory license schemes. It providesiunity from copyright liability for the
users of the copyrighted work%requires payment from some of those users todhegright
owners*® creates a mechanism for collecting payments, ngaklmims on those payments and
distributing payments to copyright ownéPsand includes procedures to resolve disputes about
payments, claims and related matters.

But these Congressional solutions differ in tHteelamental ways from the
“compulsory license” the proposed settlement wamldose. Unlike the proposed settlement,
legislated changes to copyright owners’ rights mamdedies: (1) result from an open and

transparent process; (2) balance and accommodategitimate concerns of all stakeholders;

1717 U.S.C. § 100&t seq. Counsel for the Publisher Sub-Class represented the defendant€ahttitigation
and were instrumental in transformitigat class action litigation into Congressional legislation.

18 CompareSettlement Agreement (“SA”) Art. X (“Releasestijth 17 U.S.C. § 1008 (“Prohibition on Certain
Infringement Actions”).

19 CompareSA Art. IV (“Economic Terms for Google’s Use of Bookstjth 17 U.S.C. § 1004 (“Royalty
payments”).

20 CompareSA Art. VI (“Establishment and Charter of Registryith 17 U.S.C. §§ 1005-07 (“Deposit of royalty
payments and deduction of expenses”; “Entitlement to royalty payments”;akéeures for distributing royalty
payments”).

2L CompareSA Art. IX (“Dispute Resolution”with 17 U.S.C. §§ 1009-10 (“Civil remedies” & “Determination of
certain disputes”).
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and (3) are available tl similarly situated entities, not just to a “jowgnture” involving one
company and its chosen partners. Congress hdsahstitutional authority and institutional
capability” to resolve the issues that the propassttiement raisesSee Sony Corp464 U.S. at
431. Congress has done it before and can doiit.aga

C. The Proposed Settlement Would Interfere with
Congress’s Resolution of Important Copyright Issues

The proposed settlement would alter and abridgesceteembers’ substantive rights,
including those to which Congress has devoted dengble attention in recent years. Some of
the proposed settlement’s changes may be benaktains thatif enacted by Congressould
improve the copyright system for the digital adggut they mayonly be enacted by Congress, not
imposed through the misuse of a class action lawsui

Orphan Works Congress and the Copyright Office have beerystgdhe orphan works
issue intensively for the past four years and kezkinput from hundreds of interested parties,
including Microsoft?? In contrast to the parties’ closed-door discussithe legislative process
is extensive, transparent and pubfias the Copyright Office explained in its 2006 Repn
Orphan Works:

The response from the public to this study wasaexttinary. We received over 850

written comments, most of which were filed by indivals who have concerns about the
use of orphan works. As you know, the roundtaideuwssions we held in Washington,

22 5eel etter from Thomas C. Rubin, Microsoft, to U.S. Copyright Office of Mar. 25, 20@6lable at
http://www.copyright.gov/orphan/comments/OW0695-Microsoft. @phan Works: Proposals for a Legislative
Solution: Hearing Before the Senate Comm. on the Judjci@8th Cong. (Apr. 6, 2006) (Testimony of Thomas
Rubin),available athttp://judiciary.senate.gov/hearings/testimony.cfm?id=1847&wit_id=5223

% gee, e.gOversight Hearing on the “Report on Orphan Works”: Hearing Before the House SubaamCourts,
the Internet, and Intellectual Property09th Cong. (Mar. 8, 2006Rrphan Works: Proposals for a Legislative
Solution: Hearing Before the Senate Comm. on the Judjci@8th Cong. (Apr. 6, 2006); H.R. 5439, 109th Cong.
(2006);Hearing on Promoting the Use of Orphan Works: Balancing the Interests of Copyrights<CamaeUsers:
Hearing Before the House Subcomm. on Courts, the Internet, and Intellectual Prapéth Cong. (Mar. 13,
2008); H.R. 5889, 110th Cong. (2008); S. 2913, 110th Cong. (2008).

-10-
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D.C. and California were well-attended, and thdip@ants engaged in thoughtful and
productive discussion of the many complex issueslired in this matter..?

The difficulty of obtaining rights to orphan works part of a mass digitization project
was the subject of comments filed by interestedigmrincluding the settling partiés.Congress
and the Copyright Office took great pains to coaestibw an orphan works solution would affect
the owners of those works and the copyright systesif, both in the United States and
internationally?®

As many note, the proposed settlement would givegi&oan exclusive license to the
orphan works of absent class members because thstfgecould not grant to others the same
rights without the right holder’s permission — whigo orphan owner will be available to gréht.
Moreover, under the terms Google and plaintiffftdcy Google would be able to use those
orphan works on terms that Congress and the Cdpy@§icerejected In 2008, the Senate
passed legislation recommended by the Copyright®that would require a “diligent search”

for an orphan work’s owner before using the wonkpart to ensure that the legislation meets

24 _etter from Marybeth Peters, Register of Copyrights, to Senators Orrin h &fad Patrick Leahy of Jan. 23,
2006, included in U.S. Copyright OfficReport on Orphan WorkSan. 2006) (“Report on Orphan Works”),
available athttp://www.copyright.gov/orphan/orphan-report-full. pdf

% See, e.gLetter from Allan Adler, Association of American Publishers, et al., to UoByi@ht Office of Mar.
24, 2005 (“AAP Initial Comment”available athttp://www.copyright.gov/orphan/comments/OW0605-AAP-
AAUP-SIIA.pdf; Letter from David Drummond, Google, to U.S. Copyright Office of Mar. 25, 2005 (“Gontji! |
Comment”),available athttp://www.copyright.gov/orphan/comments/OW0681-Google.pdfter from Allan
Adler, Association of American Publishers, et al., to U.S. Copyright Offidéagf6, 2005 (“AAP Reply
Comment”),available athttp://www.copyright.gov/orphan/comments/reply/OWR0085-AAP-AAUP-SIIA;. pdf
Letter from Paul Aiken, The Authors Guild, to U.S. Copyright Office of May 9, 2005t(i@ws Guild Reply
Comment”),available athttp://www.copyright.gov/orphan/comments/reply/ OWR0135-AuthorsGuild. pdf

% See Report on Orphan Works59-68.

2" SeeSA § 6.2(b)(iii), and Attach. | (Settlement Notice) § 8.B; Samuelsapra n.14; Randal C. Pickefhe
Google Book Search Settlement: A New Orphan-Works Monopdiy2 of Chicago, Olin Law and Economics
Program, Research Paper Series (Apr. 16, 2@08jlable at
http://www.mediainstitute.org/IntellectualProperty/IPI_ViewPoit§1709.htm{Ex. N); James Grimmelmann,
Google and the Zombie Army of OrphahRsh. 27, 200%vailable at
http://fames.grimmelmann.net/essays/ZombieAr(&x. O).

-11-
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international treaty requiremerfts.The proposed settlement would place no diligeatch
burden on Google, replacing it with a requireméat topyright owners proactively register
their works with a registry — a concept that plifimopposed in the legislative proceedings, the
Copyright Office rejected, and the Senate omittechfthe bill it passed last ye&r.

In addition, the proposed settlement would estaldis “escrow” system under which
funds are collected from customers to be disbuitsedphan work owners if and when they
surface. The Copyright Office also considered r@pectedthe use of an escrow, and nearly all
interested patrties, including Google, the Assoaiatf American Publishers (“AAP”) and the
Authors Guild, opposed i° The proposed settlement’s escrow system woukl/ba worse
than the proposal the Copyright Office and the 8ergjected. It would create conflicts of
interest among the class by imposing an escroviterdre-allocating unclaimed fundsdther
copyright owners and the Book Rights Registry,gbgrcreating an economiiisincentive to

find orphan work owners:

28 SeeReport on Orphan Worlat 121.

29 SeeReport on Orphan Workat 104-05.See alsiAAP Reply Commentupran.25, at 3 (“a legislative solution
to encourage the use of ‘orphan works’ should place the affirmative responsibitityefaliligence ‘squarely on the
user’by requiring the user to conduct a reasonable efforts setarobtain permission from the copyright owner
before using the ‘orphan work.™) (emphasis added); Authors Guild Reply Comsa@nén.25, at 5-7 (“Above all,
the law must not take away the rights of owners who could be found by a truly diligesit. n owner who
cannot be readily located should not be deemed guilty of ‘neglecting’ or abandoning his or ker. widrese
[registration-based] proposals are unjustifiably overbroad, and they wouldyaftéct individual owners much
more than corporations and institutiony. (emphasis addedyf. S. 2913, 110th Cong. § 2 (2008) (reasonably
diligent search approach).

30 SeeReport on Orphan Worlat 113-14see alsdlranscript of Orphan Works Roundtable at 165 (July 26, 2005),
available athttp://www.copyright.gov/orphan/transcript/0726LOC.BIAP Initial Commentsupran.25, at 6;
Authors Guild Reply Commensupran.25, at 7.

31 These are just two of the ways in which the proposed settlement would bypassitieeatic process and
Congress’s exclusive Constitutional role. The settling plaintiffs changgtigns on these central issues — in which
they abandoned fundamental positions that other class members gtill &lsb calling into question their
gualifications to serve as class representatives.
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International Treaty Obligations Forbidding Formidis International treaties obligate

the United States to protect foreign wotksnd for decades Congress has ensured that the
Copyright Act complies with those treaties, inchgltheir restrictions on formaliti€s. The
treaties guarantee fair treatment of foreign wamkihe United States and U.S. works abr&ad.

The proposed settlement would require copyrighteranincluding foreign right holders,
to comply with formalities that U.S. copyright lad@es not require and that international treaties
likely prohibit>® For example, under the proposed settlement foredgyright owners who
wish merely to preserve tlstatus qudor their copyrights in the United States woulddao opt
out of the settlement by September 4, 2009. Thvsedo not affirmatively act would become
bound by the settlement, have to locate and reglsté copyrights with the proposed Registry,
and have to file various notices to prevent centsies by Google. Notice and registration are
two formalities that international treaties prohis forbidden “condition[s] on the enjoyment
and exercise of copyright® Imposing this new regime can only be done by @ess— and to
the extent it implicates international treatieg Bresident — not the courts.

Library Uses For decades, Congress has amended the Copigtd adjust copyright
law’s balance between copyright owners and libsagie technology advanceSeel7 U.S.C. §

108. Most recently, the Library of Congress, tlgiothe Copyright Office and the National

%2 See, e.g.Berne Convention for the Protection of Literary and Artistic Works (“Berme/@ttion”); Agreement
on Trade-Related Aspects of Intellectual Property Rights (“TRIPS&émgent).

¥ See, e.gBerne Convention Implementation Act of 1988, Pub. L. No. 100-568, 102 Stat. 2853 (Oct. 31, 1988);
Uruguay Round Agreements Act, Pub. L. No. 103-465, 108 Stat. 4809 (Dec. 8, 1994).

3 See, e.gGolan v. Gonzale501 F.3d 1179, 1187-88 (10th Cir. 2007).

% SeeBerne Convention, art. 5(2) (requiring that “[t|he enjoyment and the exercise efidjies shall not be
subject to any formality”).

% SeeMihaly Ficsor,Guide to the Copyright and Related Rights Treaties Administered by Worlddntelle
Property Organizatiorf BC-5.7 (2003) (“Formalities are any conditions or measures ... without fiientrt of
which the work is not protected or loses protection.”).
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Digital Information Infrastructure and PreservatPrmgram, sponsored the Section 108 Study
Group, which published just last year an extengigexamination of the exceptions and
limitations applicable to libraries and archivesienthe Copyright Act, specifically in light of
digital technology.®’ The goal was “to provide a basis on which legjistacould be drafted
and recommended to Congres.”

The proposed settlement would scuttle that andr athresidered public efforts with a
rushed privately-negotiated and judicially imposetieme designed to supplant existing law
governing libraries’ uses of copyrighted digitabke3® It would do so by forcing class
members to release copyright infringement clainey thight have against libraries, including
claims based on librariefiture activities in conjunction witinknownaspects of the proposed
“joint venture,” for activity that goes well beyomehat current law permits. As Google itself
acknowledged, “many of the uses offered by the sitson service would not have been
possible in the old regime due to copyright |1&%.The proposed settlement also limits remedies
available to class members, including statutoryatges granted by Congress, as Google has
touted: “Libraries wanted to move from a statutdaynages regime to an actual damages
regime, which the settlement accomplishes. Thadilikod that the actual damages will be

significant is very[,] very small®

37 Section 108 Study Group Repattii (Mar. 2008), (quotingection 108 Study Group Mission Statenfépt.
2005))available athttp://www.section108.gov/docs/Sec108StudyGroupReport.pdf

% Section 108 Study Group Repatiii.
% See generallBA Art. VIL.

“0 A Raw Deal for LibrariesOpen Content Alliance Blog, Dec. 6, 2008 (comment of Daniel Clancy, Engineering
Manager for Google Book Searchyailable athttp://www.opencontentalliance.org/2008/12/06/a-raw-deal-for-
libraries/#comment-23ZEx. P) (excerpt).

“1 Mark Liberman The Google Books Settlement, Language Rag, 28, 2009quoting Daniel Clancy)available
at http://languagelog.ldc.upenn.edu/nll/?p=16@X. Q). Beneficial as this idea may be, only Congress may enact
it.
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The parties crafted this immunity and limitatiorspgige Section 108’s safeguards against
abuse of the library exception for commercial adage and the centrality of that issue in
Congress'’s consideration of Section 108 amendnientke digital agé? There is one other
problem here: the proposed settlement fundamgngtructures copyright owners’ rights and
remedies even though libraries are not partiekisditigation?* Only Congress can alter

copyright exceptions for librariés.

The proposed settlement reflects how a handfutigafe parties who are not
representative of the wide array of competing edts at stake would like to resolve complex
public policy issues for their own commercial béne®nly Congress is vested with the
authority to consider and weigh the relevant factor‘decide how best to pursue the Copyright
Clause’s objectives” by enacting amendments taCiygyright Act to benefit the publicEldred,

537 U.S. at 212. Congressional deliberation mayreds be slow, but that provides no excuse to
circumvent the constitutionally mandated procgSengress might have acted by now had the
parties taken even a fraction of the resources ltlagg invested in advancing the proposed

settlement and devoted them to pursuing legislatogyright reform instead. Microsoft and

“23ee, e.9.8 108(a)(1) (“without any purpose of direct or indirect commercial advantag&08(b) (“solely for
purposes of preservation and security or for deposit for research ..."); 8 108(e)y(fer the purpose of
replacement of a copy ... that is damaged, deteriorating, lost or stolen, onxifstivggeformat ... has become
obsolete ..."); 8§ 108(d), (e) (“the copy ... becomes the property of the user, aitmtahedr archives has had no
notice that the copy ...would be used for any purpose other than private study, scholarsigarohre..”). See
alsoSection 108 Study Group Repattiv (recommending an amendment to permit a library “to authorize outside
contractors to perform ... some activities permitted under section 108" providgidtiraalia: the contractor
receives ndother direct or indirect commercial benefiéind the contractor fprohibited from retaining copi€3
(emphasis added).

“3SeeSA § 10.2.

* There are many additional areas in which the proposed settlement would fotallymestructure class

members’ rights and remedieSee. e.g.17 U.S.C. 88 203, 304 (right to terminate transfers), § 201(ownership and
transfer of copyright) 8110(2) (distance learning) and §107 (fair use). The propadlssdesetalso raises

significant issues about involuntary transfer that would violate § 201(e).
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many other objectors embrace the goal of digitiratf books in a diverse marketplace and
welcome the parties to join them in that effort.

Il. THE PROPOSED SETTLEMENT DOES NOT SATISFY
THE REQUIREMENTS OF RULE 23

In removing this issue from open debate beforegtess and negotiating it in a back
room where the many diverse and competing inteegstsinrepresented, the parties fail to meet
the requirements of Rule 23. A class “may onlycesified if the trial court is satisfied, after a
rigorous analysis, that the prerequisites of R@@Rhave been satisfied. ... [A]ctual, not
presumed, conformance with Rule 23(a) remains ..spatisable.”In re Initial Public
Offerings Secs. Litigd71 F.3d 24, 33 (2d Cir. 2006) (quoti@gn. Tel. Co. of the Southwest v.
Falcon 457 U.S. 147, 161 (1982)A class proposed to be certified only for settlatmmurposes
“requires ‘heightened attention’ to the justificatifor binding the class member§fttiz, 527
U.S. at 849 (quotindmchem521 U.S. at 620), because the benefits of the adxial system
are lost when all parties to the lawsuit unite @éospiade the district court to approve the
settlement.See also Weinberger v. Kendri@08 F.2d 61, 73 (2d Cir. 1982) (court must
“scrutinize the fairness of the settlement withrewore than the usual care” where class notice
is given along with notice of settlement).

When rigorously analyzed with heightened attentiba,proposed class and sub-classes
cannot be certified and the proposed settlememtatdre approved. Rule 23 and the
Constitution: (1) do not permit inadequate repnésteves whose interests conflict with those of
millions of proposed class members to bargain aay rights; (2) do not allow a class action
settlement to abridge, enlarge, and modify subs&anights by creating a “joint venture” to
license copyright infringement not raised in thenptaints — most of which will be committed in

the future; and (3) do not expand the jurisdicodirticle Il courts over future infringement

-16-



Case 1:05-cv-08136-DC  Document 276  Filed 09/08/2009 Page 19 of 28

that presents no present case or controversy.pidpmsed settlement would misuse Rule 23 to
do all of these things

A. The Class Cannot Be Certified Because Plaintiffs'nterests Conflict with
Those of Proposed Class Members, Contrary to Rule3ga)(4)

Rule 23(a)(4) meets the demands of due processgoyring that the named plaintiffs
“fairly and adequately protect the interests ofdless.” Fed. R. Civ. P. 23(a)(4). “The
adequacy inquiry under Rule 23(a)(4) serves to wercoonflicts of interest between named
parties and the class they seek to represéxmthem521 U.S. at 625. To satisfy Rule 23(a)(4),

plaintiffs must “possess the same interest antestiie same injury’ as the class members.”
East Texas Motor Freight System, Inc. v. Rodrigd81 U.S. 395, 403 (1977) (citing
Schlesinger v. Reservists Committee to Stop the A¥8rU.S. 208, 216 (1974)). An important
consideration in this analysis is the “forthrighgdaeand vigor with which the representative party
can be expected to assert and defend the interfetsts members of the class, so as to insure
them due processMersay v. First Republic Corp43 F.R.D. 465, 470 (S.D.N.Y. 1968). Rule
23's requirements, including Rule 23(a)(4), “desidro protect absentees by blocking
unwarranted or overbroad class definitionsdemand undiluted, even heightened attention in
the settlement contextAmchem521 U.S. at 620.

The Second Amended Complaint alleges only twodakses with separate
representation: one for authors and the othgodbiishers. Sec. Am. Compl. 11 34-36. But the
proposed class, comprising authors and publishessighout the world with a U.S. copyright
interest, is vast, enormously diverse, and rifédnwinflicting interests that are not separately
represented, as demonstrated by numerous objeft@mnsacademic authors to foreign

publishers. IlPAmchemthe U.S. Supreme Court overturned a massiveesedtit because the

class members, who had been exposed to asbestioaduarying degrees of exposure and
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injuries, had conflicting interests yet were swiepd a single class without separate
representation and consigned to a single nationalams administration scheme. 521 U.S. at
609-11;see also Stephenson v. Dow Chemical 263 F.3d 249, 260-61 (2d Cir. 200ajf'd in
part by an equally divided court and vacated intgar other grounds539 U.S. 111 (2003).

Here, conflicts between settling plaintiffs andsd members are even greater:

First, each of the five plaintiff publishers has its oseparate deal with Google for
making its books available, and they all reportgdan to exclude their books from the
settlement terms that most class members, whatlhecglaintiff publishers’ knowledge,
relationships and sophistication, will have to lwith in perpetuity. Plaintiffs McGraw-Hill,
Pearson, Penguin, Simon & Schuster, and John \&il8gns all participate in the Google Books
Partner Program, a separate contractual arrangeoreter terms that have not been discldsed.
Industry experts, including one of the largest aggsrepresenting authors and publishers, report
that most major publishers such as the plaintiéfsidt intend to make their out-of-print books
available through the proposed settlement’s téfrRather, they will rely on their knowledge
and ability to negotiate separate contracts. Thlss representatives cannot represent the
interests of the many class members that haveeexsting deals, and may never want to enter
into a deal, with Google.

The economic terms of the proposed settlementctetfie multiple conflicts of interest

present here. Some $45 million is set aside topemsate owners of books already scanned, and

> Google,Google Book SearcFhe Story at 14, Feb. 200&vailable athttp://www.google.co.uk/press/files/book-
search-en.pdfEx. R).

“6WME Letter About Google SettlemeRtiblishers Weekly, Aug. 17, 20G8;ailable at
http://www.publishersweekly.com/article/CA6677143.htmI?g=WME+Lg#ax. S);see alsdaphne Ireland,
Tracing the Impact of the Google Settlem&tawsletter of the Ass’n of Am. University Presses, June 11, 2009,
available athttp://aaupblog.aaupnet.org/?p=1@&mer Houghton Mifflin counsel Lois “Wasoff reported that most
publishers will likely opt-in to the settlement, remove many of their works, anthaertb participate in Google
Book Search through the Partner Program”). (Ex. T).

-18-



Case 1:05-cv-08136-DC  Document 276  Filed 09/08/2009 Page 21 of 28

the payment per book already scanned will vary &6 to $300 depending upon how many
claims are filed” Those whose books have not been scanned geth@ayments and thus

have an interest assuring payments for futurengéments. Compensation to that sub-class will
depend upon the new commercial offerings, the sscowhich is not assuréfi. The class
representatives failed to resolve this conflictisas by ensuring payments & books that are
infringed, because they had no stake in its outcotineir interests are protected by their separate
deals and not by the proposed settlement terms.

Secondglass members with commercially valuable books prajer high royalties and
restrictive licensing terms, while others may waider distribution at lower or no cost. The
small subset of commercial publishers and authtis ave the settling plaintiffs, for example,
seek to maximize revenues; many other class mefihehsding many academic authors and
even technical publishers, may seek broader atoéssir works™

Third, the settling plaintiffs and those who come forvaray have an interest in higher
royalties, while orphan works and many other cagiyrbwners who do not register — who are
unidentified and thus will be unable to collect #iiyg under the settlement — have no reason to
seek anything other than wide availability withardow royalties. Orphan works owners are a
“very large subclass unlikely to benefit from tagreement® Google admits that rights in

approximately 93% of copyrighted books the propassttiement covers are in a legal “Twilight

“"SA § 2.1(a); SA Attach. | (Settlement Notice) T 8(C) at 12.

8 See, e.g.SA Attach. | (Settlement Notice) T 9(K)(1)(b) at 17 (“Googlels sé subscriptions to a database of
Books is a new business model. Accordingly, the compensation for the inclusion afdug®&ooks and Inserts
in subscriptions cannot be quantified with any degree of certainty.”).

49 Letter of Prof. Pamela Samuelson to The Honorable Denny Chin of Apr. 27 r2@@@riced irDoc. No. 89) at
3 (“we usually want our works to be as accessible as possible, whether or metoompensated directly for every
reproduction”) (writing on behalf of sixteen university professors).

0 Grimmelmannsupra at n.27.
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®1 and acknowledged “millions” of orphan works in 308 Two scholars estimated

Zone
copyrights that were not renewed, a strong indicat@rphan works and those unlikely to be
registered, at 86%%. The conflict between identified and orphan/nogistered owners is
especially severe because the proposed settlemalibcates unclaimed royalties after five

years to identified owners (including the classespntatives), the Registry and elsewhére.

B. Rule 23 May Not Be Used to Create a “Joint Venture'Licensing
Copyright Infringement Not Alleged in The Complaints or Litigated

The Court should not approve the proposed settleberause the parties’ efforts to use
Rule 23 to create a “joint venture” to license aaglyt infringement not alleged in the
complaints or litigated violates the Rules Enablixag, 28 U.S.C. § 2072(b).

The two complaints filed in 2005 accused Googlsaainning books in the University of
Michigan Library, planning to scan books in founhet libraries, creating digital copies that the
public could search on its website, and displaybrgef excerpts” that the searches retrieved.
Authors’ Complaint (“Auth. Compl.”) 19 29-32; Pusiers’ Complaint (“Pub. Compl.”) 11 4,
25-31. Google claimed that copying to facilitakece&ronic searching and displaying “brief
excerpts” was a fair use under the Copyright Aat titeeded no permission. Pub. Compl. { 8.
The Second Amended Complaint (“Sec. Am. Complilgdfalong with the proposed settlement,

similarly complains of the display of “brief excésg Sec. Am. Compl. 1 47. The Summary

*1 SeeJon OrwantGoogle Book Search: Past, Present and Fyt@'®eilly Tools of Change for Publishing
Conference, Feb. 10, 2009, at fofmerly availableat http://www.toccon.com/toc2009/public/schedule/detail/5033.
(Ex. U) (excerpt) (Google estimates that 80% of available books were pulditéetio23 and are likely

copyrighted, but 75% are in a legal “Twilight Zone” because they are out afgmpihian works or have “unclear
copyright status.” Thus, approximately 93% (75% of 80%) of books subject to the setideenim the “Twilight
Zone.”).

*2 Google Initial Commensupran.25, at 3.

> Wwilliam M. Landes & Richard A. Posndndefinitely Renewable CopyrigB8 (John M. Olin Law & Economics
Working Paper No. 154, 2d Series, 20G2jilable athttp://www.law.uchicago.edu/files/files/154.wml-
rap.copyright.new_.pdf(Ex. V) (excerpt).

> SA § 6.3(a).
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Notice also focuses on “excerpts.” It begins: ttars and publishers filed a class action
lawsuit claiming Google violated the copyrightsanithors, publishers and other copyright
holders ... by scanning in-copyright Books and Insentsidisplaying excerptsvithout
permission.®® Google confirmed that it displayed only “snippet§Google doesn’t show even
a single page to users who find copyrighted booksAt.most we show only a brief snippet of
text where their search term appears, along wisicb@bliographic information and several
links to online booksellers and librarie¥.”Had the case been litigated, fair use for crgatin
digital server copies to facilitate searching amddisplaying “brief excerpts” would have been
the main contested issue.

The proposed settlement goes far beyond the cgmfibooks for the purpose of
displaying “brief excerpts” in search results alldgn the complaints. It would grant what the
U.S. Register of Copyrights rightly calls “a comguauly license for the benefit of one company”
and create a “joint venture” under which institnband consumer subscriptions, and the right
to view and print entire books, would be sold —spdtably infringement, not even arguably a
fair use, and authorized only by this Court’s apptd’ In addition, Google and the Registry
“may, over time, agree to new revenue models” witlemnsent of copyright owne?$.No one
can predict what new forms of infringement the msgd settlement would authorize.

“Rule 23’s requirements must be interpreted inpkeg with Article Il constraints, and
with the Rules Enabling Act, which instructs thales of procedure ‘shall not abridge, enlarge or

modify any substantive right,” 28 U.S.C. § 2072(bAmchem521 U.S. at 613. The very

%5 SeeSA Attach. J (Summary Notice) (emphasis added).

6 Susan WojcickiGoogle Print and the Author’s Guildhe Official Google Blog, Sept. 20, 2005,
http://googleblog.blogspot.com/2005/09/google-print-and-authors-quild. &l W).

" SeeHelft, supra n.9.
®SA§4.7.
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purpose of the proposed “joint venture” is to apednd modify the proposed class members’
substantive rights in their copyrights and to eggaGoogle’s rights to use those copyrights.
The parties’ own statements confirm the transfoionadf this action from a legal dispute
into a business deal. In answering a Frequentked®uestion when announcing the proposed
settlement, the parties said: “This Agreement anlhble us to do more together than copyright
owners and Google could have done alone or thrauggurt ruling.?® An AAP executive told
an interviewer:
[T]his proposed settlement is really unprecedemet$ scope and nature ... [W]hat we
have here is not only a settlement agreement tilaiesolve the pending litigation, but
it's designed deliberately to establish and creageing forward model for publishers
and authors and other rightsholders in books tkwuth one of the giants of the online
world to move books online for purposes of provigatcess to a new readerstfip.
Counsel for the AAP and Publisher Sub-Class sitgilaxplained:
Had we litigated rather than settled, the censsui¢ in the case would have been whether
Google’s acts were protected by the Copyright Aitisuse doctrine. The settlement
agreement, which took more than two years to natgmtoperates as a complex set of
authorizations from a worldwide class of milliorfscopyright owners. It establishes new
business models among publishers, authors and &ody
Google too has summed it up: “But once we wonstiewould’ve had [only] snippets. Really,
the only solution was a partnershf3.”
Using Rule 23 in this way — to launch a “joint ver&” involving the sale of entire books

that could not be accomplished after a trial ofdtaéms alleged — would abridge, enlarge and

modify the substantive rights of millions of propdsclass members in violation of the Rules

%9 Google Books Settlement Agreemetint Public FAQ from Authors Guild, Association of American Publishers,
and Googlehttp://books.google.com/googlebooks/agreement/fag.tErl X)

€0 Copyright Clearance Center, The Authors Guild, AAP, Google Settlement: Allan Nitte President of the
Association of American Publishers (AAP) Speaks About the Settlemdn©@i€C, at 6, July 15, 2009, available at
http://www.copyright.com/media/pdfs/Transcript-Adlerinterview. d&x. Y).

®1 Law 360,Q&A With Debevoise & Plimpton’s Jeffrey Cunaddine 12, 2009. (Ex. Z).

62 Albanesesupra n.7.
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Enabling Act, 28 U.S.C. § 2072(b). “If a judgmafiier trial cannot extinguish claims not
asserted in the class action complaint, a judgmagptoving a settlement in such an action
ordinarily should not be able to do so eithelational Super Spuds, Inc. v. New York
Mercantile Exchange660 F.2d 9, 18 (2d Cir. 1981).

C. The Court Lacks Jurisdiction to Approve the Propose Settlement
Because it Would Release Claims for Future Infringemant

Not only does the proposed “joint venture” reaghldeyond the infringement alleged in
the complaints, it would licengature unlawful conduct — Google’s copying and use ofks00
not yet scanned and “new revenue models” not yeteived®®

Plaintiffs and the defendant must have an actase or controversy for the court to have
jurisdiction under Article Il of the U.S. Constitan. Warth v. Seldin422. U.S. 490, 498
(1975). “The filing of a suit as a class actioreslmot relax this jurisdictional requirement.”
Denney v. Deutsche Bank A®13 F.3d 253, 263 (2d Cir. 2006). “To meet thrache Il
standing requirement, a plaintiff must have sufieaa ‘injury in fact’ that is ‘distinct and
palpable’...”ld. (quotingLujan v. Defenders of Wildlif&04 U.S. 555, 560-61 (1992)hitmore
v. Arkansas495 U.S. 149, 155 (1990)). While not every classnber must submit evidence of
personal standing, “[t]he class must thereforedfendd in such a way that anyone within it
would have standing.Denney 443 F.3d at 264. Here, the proposed class erassegll
holders of U.S. copyright interests in books —imils of authors and publishers. The class
definition encompasses members whose books hawevantbeen scanned and others whose
works may be infringed in as-yet undetermined waklfsese proposed class members have

suffered no “distinct and palpable” injury and haneclaim over which the Court has

®3SA §84.7,3.7(c), 17.2.
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jurisdiction under Article Ill. Lujan, 504 U.S. at 560Vhitmore 495 U.S. at 159)enney 443
F.3d at 263. They must be excluded from the aadsition before a class could be certified or
a settlement approved.
In a class action settlement, released claims fause out of the ‘identical factual

predicate’ as the settled conductWal-Mart Stores, Inc. v. Visa U.S.A. In896 F.3d 96, 107
(2d Cir. 2005) (quotind BK Partners, Ltd. v. Union Corp675 F.2d 456, 460 (2d Cir. 1982y);
re Auction Houses Antitrust Litigd2 Fed. App’x 511, 519 (2d Cir. 2002) (san®)hwartz v.
Dallas Cowboys Football Club, Ltdl57 F. Supp. 2d 561, 577 (E.D. Pa. 2001) (sabwsuper
Ltd., v. News Corp898 A.2d 344, 347 (Del. Ch. 2006) (same). Aslheupercourt observed:

A settlement can release claims that were not Bpaity asserted in an action, but can

only release claims that are based on the “sanmticdé factual predicate” or the “same

set of operative facts” as the underlying actidhus, it follows that a release is overly

broad if it releases claims based on a set of dperdacts that will occur in the future.
Unisuper 898 A.2d at 347 (emphasis added). Here, pl&haflegations of Google’s
infringement by scanning some authors’ and pubtshe®pyrighted books hawo effect on
other authors and publishers whose books ilbascanned. Google’s new future infringements
of books they have not yet scanned will not, byriedn, arise out of theenticalfactual
predicate as the conduct alleged in the complaifikais, those claims cannot be released.

Proposed settlements that release claimdiffarentconduct than alleged in the

complaints, as here, must also be disapproved bedhay too fail the identical factual predicate
test. InSchwartzfor example, plaintiffs alleged that defendarntdated the Sherman and
Clayton Acts by selling NFL Sunday games only tiekite television subscribers who bought a
package that included all Sunday games for all MAms. 157 F. Supp. 2d at 564. The

proposed settlement released future claims notfonlyatellite but also for broadcast and

Internet distribution, which the complaint barelgmioned and which were potential — but not
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current — product offeringdd. at 564, 566. The court rejected the settlemettit because it
covered future conduct and also because “the ekdsnds far beyond the conduct challenged
in the litigation.” 1d. at 576>
Here, the settling parties seek to create a “jeamture” to display and sell entire books
that extends infringement far beyond Google’s digmf “brief excerpts,” as the original
complaints allege. As iSchwartzsuch a settlement cannot be approved.
CONCLUSION
The Constitution confers upon the United Statesgtess alone the task of defining the
scope of copyright owners’ rights and remediese ploposed settlement seeks to resolve broad
and important public policy issues that go well cmay the scope of this case. The named
plaintiffs do not adequately represent the intere$the many diverse and absent class members.
For each of these reasons, the proposed settlemesttoe rejected.
Respectfully submitted,
Dated: September 8, 2009 MICROSOFT CORPORATION
/s/ Thomas C. Rubin
Thomas C. Rubin (TR8845)

Chief Counsel for Intellectual Property St
tom.rubin@microsoft.com

Jule L. Sigall
Senior Policy Counsel
jsigall@microsoft.com

Legal and Corporate Affairs
One Microsoft Way
Redmond, WA 98052
(425) 882-8080

6 A few months later, the court approved a revised settlement that reledsedst claims and only for satellite
broadcasting.Schwartz v. Dallas Cowboys Football Club, Ltdo. CIV.A. 97-5184, 2001 WL 1689714, at *1-*2
(E.D. Pa. Nov. 21, 2001).
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MONTGOMERY, McCRACKEN,
WALKER & RHOADS, LLP

Charles B. Casper

123 South Broad Street
Philadelphia, PA 19109
(215) 772-1500
ccasper@mmwr.com

R. Montgomery Donaldson

1105 N. Market Street

Suite 1500

Wilmington, DE 19801

(302) 504-7800
rdonaldson@mmwr.com

Attorneys for Microsoft Corporation
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