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This summary is based on review of the original decision of the Tokyo District Court unless otherwise noted.

1. Facts

Plaintiffs were 19 corporations that manufacture and distribute records (e.g., Columbia Music Entertainment, King Record, Universal Music).  Defendant MMO Japan Ltd. (hereinafter referred to as “MMO”
) engaged in the development and sale of software and placed a centralized server with the P2P technology in Canada with the help of a Canadian corporation.   


 In most respects, the File Rogue fact pattern appears to be very similar to the Napster case in the United States.  Through its server in Canada, MMO provided a n Internet file sharing service named “File Rogue” (the “service” of “File Rogue”); the service was offered for free and in the Japanese language.  To use the service, a user had to download and install the File Rogue software from the MMO website on the user’s computer.  Then, a user name and a password had to be registered without providing the actual name, address and telephone number.  A user was also required to agree to MMO’s User Agreement including a provision that she would not illegally share copyrighted files.  The User Agreement provided that if another user claims infringement of a file, MMO’s “notice and take down procedure provisions” in the User Agreement would apply.  (There is no indication in the case whether the MMO “notice and take down” provisions reflected, in any way, the notice and take down provisions in Article 3 of Japan’s “Provider Liability Limitation Act,” passed by the Diet on November 30, 2001 and effective since May 27, 2002.   

MMO’s installed software created a designated folder on the computer where the user could save mp3 and other files and by doing so, information as file name, folder name, file size, user name, IP address and port number were automatically transmitted to the server.  These files became automatically searchable by and available to other File Rogue users online at the same time.  While being online, the user could switch off the exchange function but there was no mention in the judgment whether the files were still visible and searchable in such case.  The files were exchanged directly between the users and not through the central server.  The server only had the function to make the files automatically searchable, visible and exchangeable. 


The Japanese Society for Rights of Authors, Composers and Publishers (“JASRAC”) made an investigation and noted that approx. 540,000 files were saved on computers and approx. 80,000 were mp3 files.  Approx. 42,000 users were registered and approx. 340 users were online at any one time. 


The Tokyo District Court issued a preliminary injunction against MMO on April 9, 2002, and upheld this decision on December 17, 2003.  MMO appealed and the High Court of Tokyo affirmed the lower court’s decision on March 31, 2005. 

2. Issue
Among other issues, the court had to determine whether defendant MMO infringed the neighboring rights
 of the plaintiffs by making mp3 files automatically searchable, visible and exchangeable in the sense of contributory infringement.

3. Rationale


While the fact pattern is most similar to Napster (among U.S. P2P cases), the court’s reasoning traverses the intent and inducement territory of MGM v. Grokster.



a.
Infringements by the Users.  The users infringed the neighboring rights of the plaintiffs, namely their reproduction rights and their rights to make works transmissible.  Art. 92bis (1) of the Japanese Copyright Act establishes the “transmissibility rights”: “(1) Performers shall have the exclusive right to make their performances transmissible.”  The court concluded that no exceptions were applicable, including the personal use exception vis-à-vis the reproduction right.  The court reasoned that the personal use exception pursuant to Articles 30(1), Art. 102(1) of the Japanese Copyright Act
 was not applicable because from the beginning, the users intended to make the files publicly available.  

b.
Infringements by MMO.  MMO contributorily infringed the neighboring rights, namely the transmissibility rights of the plaintiffs.  The judgment makes no mention of contributory liability of reproduction rights.  The Tokyo District Court determined the criteria for contributory infringement and explained “in order to determine whether the defendant MMO infringed plaintiffs’ transmissibility rights, (i) the content and nature of MMO’s conduct, (ii) the degree of MMO’s control/supervision over the users’ conduct to make works transmissible, and (iii) MMO’s profits through its conduct had to be taken into consideration by assessing the overall situation.”  The High Court of Tokyo upheld these criteria and stated that “[…this case] is not a situation where illegal use of the Service simply occurred; considering the nature of the Service, [MMO] induced with a specific and realistic probability (gutaiteki katsu genjitsutekina gaizenseiwo motte […] jakkisuru) a specific kind of copyright infringement.  MMO provided its Service although it expected (yosou) such infringements, and it also had control over those conducts.  If MMO received commercial profit from such controllable conducts, it is self-understood that it is held liable and to be considered as a main factor (shutai) to such infringements.”  


(i)
Content and Nature of the Service.  According to the Tokyo District Court, MMO voluntarily, directly and mainly provided file information to the users that were necessary to download electronic files.  Through the File Rogue software and service, it gave the users opportunities to easily download mp3 files without any fees and with a sufficient sound quality so that it was very attractive for people who wanted to obtain marketed records cheaply or for free.  The court found that “there were only a few users who wanted to freely license their own copyrights to other users compared to users who wanted to obtain marketed records cheaply”, and further noticed that “96.7 % of the file information on MMO’s server were information on marketed records and neither consent nor waiver were given by copyright owners.  [T]herefore, it was obvious that most of the mp3 files were illegal reproductions.  [E]ven if there were terms in the User Agreement not to illegally share copyrighted files, the users were not obliged to provide their actual contact information [in order to download and install MMO’s file sharing software], so that such a mechanism was not sufficient to protect copyright infringements. […] Thus, the Service can be characterized as a service that allowed users to make files transmissible as well as to publicly and automatically transmit files. […] The degree of the illegal use of the Service was high.”


The High Court of Tokyo further noted “[…] even if file names could be disguised, the Service searched for files that matched with the inserted key words and thus, it was obvious for MMO that users almost always used the names and/or song titles of performers.  Combined with the file extension “.mp3” and the size of the file, it was obvious for MMO what kind of files were exchanged through the Service.  [E]ven if MMO asserts that the users also exchanged legal mp3 files, no evidence were shown at the time of issuance of the preliminary injunction.  [F]urthermore, the notice and take down provision in the User Agreement were ex post facto [since the copyright infringement might have already occurred] and not preventive measures and thus, they cannot be considered as an effective means to avoid copyright infringements. […] Moreover, MMO knew of the problems of Napster before it started its Service since it was well-known in Japan […], and on November 1, 2001, there was a television broadcast in which MMO’s president commented on JASRAC’s statement ‘legal steps against copyright infringements must be considered’ with ‘we are only providing a forum to freely exchange files and how users use this forum, it is not within our responsibility.’  Therefore, MMO knew (ninshiki) and expected (yosou) that there would be problems with copyright infringements.           


(ii)
The Degree of Control/Supervision.  The Tokyo District Court found that “[…] in order to publicly transmit the electronic files and to use the Service, it was indispensable for the senders and receivers to download and install MMO’s software on their computers, […] to access MMO’s server, […] and to use its search function. […] The Service was equipped and designed to make downloads easily. […] On its website, MMO explained the instructions for the use of its Service and most of the users used the Service accordingly. […] Considering the above, the users made the files transmissible under the control/supervision of MMO by saving the electronic files in the designated folder and accessing the server.”


The High Court of Tokyo further stated “[…] based on our view of the Service’s content and nature [mentioned under 3.(b)(i)], namely the fact that the users almost always used performers’ names and/or song titles to search files, the “.mp3” file extension as well as the size of the files, MMO was well aware what kind of files were exchanged among the users.  Therefore, MMO had the opportunity to screen file exchanges, and were in the position to take necessary steps to avoid copyright infringements (even if it is impossible for MMO to detect all infringements, it is self-understood that it should at least set up means to avoid the detected infringements).”

(iii)
MMO’s Profits.  The Tokyo District Court stated, “[…] even if MMO did not charge fees for the use of its Service, it was evident that it intended to do so in the future.  In order to charge fees in the future, MMO had to increase the quality of the Service and customer satisfaction.  To achieve this goal, it was necessary for MMO to increase the number of music file information and file exchanges. […] With the increase of customers, it can ask for more advertisement fees. […] Furthermore, MMO was established for the purpose to make profits and it did not conduct other businesses.”  The High Court of Tokyo affirmed. 

4. Conclusion


MMO was contributory liable.

NOTE:
JASRAC filed a lawsuit against MMO with the Tokyo District Court as well and MMO appealed to the High Court of Tokyo but the results and the reasoning were the same. 
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� 	As far as we know, “MMO” does not stand for anything, although one “M” may stand for Matsuda, the company president.  It appears that MMO is registered with the Japanese commercial register only under the company name "Nihon MMO Kabushiki Kaisha (Japan MMO LLC)"





� Under Japanese Copyright Law, "neighboring rights" refer to the rights of performers, broadcasters, and other individuals who do not author works, but play an important role in communicating them to the public.


� Art. 30 (1) of the Japanese Copyright Act states “reproduction of a copyrighted work shall be permissible for personal use or use within the family or within the scope of other statutes”, and it is applicable for neighboring rights via Art. 102 (1) of the Japanese Copyright Act.    
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