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sist its flawed approach to the question of copy ownership.257 As
more copyrighted consumer goods are distributed subject to the
terms of purported licenses, the likelihood of conflicts between
the efforts of rights holders to restrain personal use and or re-
sale on secondary markets and consumers' settled expectations
about their rights to use and dispose of their copies increases.
As a result, we expect the license-sale distinction to remain a
point of dispute in future cases.

Any workable solution to the license-versus-sale question
needs to reconcile two overriding concerns. First, it must curb
efforts to label as licenses transactions that any reasonable
consumer would understand as a sale of goods. Second, and
simultaneously, it must preserve the viability of the rental and
subscription based business models increasingly embraced by
both consumers and rights holders. Just as copyright holders
should be prevented from opting out of exhaustion by insisting
that their sales or nothing more than licenses, consumers
should be prevented from converting temporary access to con-
tent into permanent ownership by exploiting the exhaustion
doctrine.

We suggest a simple approach to copy ownership that
achieves both of these goals. If a transaction is characterized by
a one-time payment and perpetual possession, courts should
presume that it is a sale.258 Rights holders can overcome that
presumption only by showing that the transaction falls into one
of the other enumerated forms of distribution recognized by the
Copyright Act: rental, lease, or lending.25 9 Such a showing
would require clear notice to consumers of the time-limited
terms of the transaction and some mechanism for their practi-

257. See, e.g., Krause v. Titleserv, Inc., 402 F.3d 119, 124 (2d Cir. 2005)
(finding that the § 117 ownership requirement was satisfied applied despite
the efforts of the copyright holder's efforts to impose limitations on the use and
modification of its software).

258. See John Rothchild, The Incredible Shrinking First Sale Rule: Are
Software Resale Limits Lawful?, 57 RUTGERS L. REv. 1, 19 (2004) (describing
"the ordinary understanding of ownership"). We embrace an understanding of
possession that would include digital information stored remotely at the direc-
tion of a consumer. For example, a consumer who purchases an MP3 from
Amazon and stores that file exclusively on her Cloud Drive would be consid-
ered in possession of that file.

259. 17 U.S.C. § 106(3) (2006) (stating that "the owner of copyright ... has
the exclusive rights . . . to distribute copies or phonorecords of the copyrighted
work to the public by sale or other transfer of ownership, or by rental, lease, or
lending. . . ."); see also Carver, supra note 243 (discussing the differences be-
tween the types of distribution listed in § 106(3)).
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cal enforcement. Any other purported restrictions on the use of
260

a copy would be actionable, if at all, as a matter of contract.

2. Exhaustion and Section 202

Exhaustion, as one of the many copyright doctrines rooted
in common law reasoning,2 1 operates within the gaps of the
text of the Copyright Act. If the exhaustion principle is incon-
sistent with the statutory language, courts have no room to ap-
ply it regardless of its policy justifications.

Section 202 of the Copyright Act squarely addresses the re-
lationship between ownership of a copy and ownership of a cop-
yright. It provides in relevant part:

Ownership of a copyright, or of any of the exclusive rights under a
copyright, is distinct from ownership of any material object in which
the work is embodied. Transfer of ownership of any material object,
including the copy or phonorecord in which the work is first fixed,
does not of itself convey any rights in the copyrighted work embodied
in the object; nor, in the absence of an agreement, does transfer of
ownership of a copyright or of any exclusive rights under a copyright
convey property rights in any material object.262

That provision tells us that the ownership interests in the
exclusive rights in intangible works of authorship are distinct
from ownership interests in particular copies of those works,
even the original fixation of that work. So, for example, when
Cy Twombly sold his Untitled chalkboard painting at auction
for $13.5 million dollars, he retained the copyright in the work
despite selling the only copy of it.263 But, read more broadly,
§ 202 could be interpreted to as a rejection of the core principle
of copyright exhaustion-that by transferring ownership of a
copy, the rights holder also transfers to the copy owner the
right to engage in otherwise infringing uses. As the provision

260. See, e.g., MDY Indus. v. Blizzard Entm't, Inc., 629 F.3d 928 (9th Cir.
2010) (holding that software users who violated the terms of a copyrighted
software's terms of use are not infringers because those terms are contractual
covenants not "copyright-enforceable conditions"). We take no position here on
the viability of such claims as a matter of contract law, nor do we consider the
question of preemption of such claims.

261. See Perzanowski & Schultz, supra note 26 (arguing that "the first sale
doctrine and the exhaustion principle it embodies are rooted in judicial, rather
than legislative, decisionmaking.").

262. 17 U.S.C. § 202 (2006).
263. See Carol Vogel, Bidding War for a Warhol Breaks Out at Christie's,

N.Y. TIMES, May 12, 2011, at A22 (reporting the results of a recent art auction
at Christie's).
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states, "transfer of. . . [a] copy . . . does not ... convey any
rights in the copyrighted work embodied in the object."26

But such a latter reading misunderstands both the history
and plain meaning of § 202. That provision was included in the
1976 Act to address decades of uncertainty about the conse-
quences of transferring a physical object embodying a copy-
righted work. As early as 1741, copyright law recognized that
ownership of a physical artifact did not in itself make one the
owner of the copyright in the work represented.265 The Supreme
Court adopted similar reasoning in 1852."' Despite these early
decisions, some courts lapsed into treating the distinct owner-

267
ship interests in the copy and the work as one and the same.
Section 202 represents Congress's effort to clarify that the pur-
chaser of a copy of a work of art did not, by virtue of that pur-
chase, become the owner of the copyright in the underlying

k268work .
Unlike the rule Congress explicitly rejected when it enact-

ed § 202, exhaustion does not transfer the copyright interest to
the copy owner. When § 202 speaks of conveyances of rights in
the copyrighted work, it refers to assignments of copyrights or
exclusive licenses to engage in one of the enumerated rights of
the copyright holder.269 But the rights acquired by copy owners
are far more limited in scope than the transfers contemplated

264. 17 U.S.C. § 202 (2006).
265. See Pope v. Curl, (1741) 26 Eng. Rep. 608; 2 Atk. 342 (holding that

ownership of physical received letters did not confer the right to re-print and
publish them); see also 2 PATRY ON COPYRIGHT, supra note 108, § 5:99 (con-
cluding that "all reports agree that the Lord Chancellor ruled Curli's [sic] own-
ership of the physical object did not give him the right to print them [sic]").

266. See Stephens v. Cady, 55 U.S. (1 How.) 528, 531 (1852) (noting that
copyright is "detached from the manuscript, or any other physical existence,
and will not pass with the manuscript unless included by express words in the
transfer.").

267. See, e.g., Pushman v. N.Y. Graphic Soc'y, Inc., 39 N.E.2d 249 (1942)
(holding that the copyright of an original work of art accompanied physical
transfer of the work); see also H.R. Rep. No. 94-1476, at 124 (1976), reprinted
in 1976 U.S.C.C.A.N. at 5659, 5664-5740 (noting Congress's intent to alter
the common law rule applied in Pushman).

268. See H.R. Rep. No. 94-1476, 94th Cong., 2d Sess. at 124 (1976), reprint-
ed in U.S.C.C.A.N. 5659, 5739-5740 (rejecting the rule applied in Pushman
and emphasizing that 202 serves to sever copyright ownership from ownership
of the object in which the work is embodied).

269. See 17 U.S.C. § 101 (defining "transfer of copyright ownership" as "an
assignment, mortgage, exclusive license, or any other conveyance ... of a cop-
yright or of any of the exclusive rights comprised in a copyright. . . ."); id.
§ 201(d)(2) (2006) (providing that "any of the exclusive rights comprised in a
copyright ... may be transferred.").
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by § 202. Exhaustion does not entail loss of the copyright as
against the rest of the world. Nor does it entail loss of the copy-
right, or even any particular exclusive right, as against the
copy owner. Instead, exhaustion limits the scope of the exclu-
sive rights retained by the copyright holder. More importantly,
the copy owner acquires no exclusive rights of her own in the
work as a result of exhaustion. Unlike the copyright holder, she
has no authority to prevent others from making use of the pro-
tected work. At most, she has the ability to make limited uses
of her own personal copy.

Finally, if § 202 were read as a rejection of exhaustion, it
would render the Copyright Act internally inconsistent. The
Act expressly gives copy owners limited rights to make other-
wise infringing uses of their personal copies.270 Since § 202
makes no concession for either of those provisions, Congress
apparently saw no tension between § 202 and the application of
exhaustion rules.

3. Exhaustion as a Partial Solution to the Personal Use
Dilemma

Exhaustion's final limitation is its inability to capture the
full range of lawful personal uses. Although we maintain that
exhaustion is a preferable approach in many personal use dis-
putes, important categories of lawful personal uses remain out-
side of its scope. However, this supported shortcoming can ac-
tually be viewed as one of its exhaustion's strengths. In part
because of its limited scope, exhaustion is characterized by
comparatively clear offers reasonable boundaries for copyright
owners, consumers, and courts to employ.

As discussed in some detail below, 7 exhaustion can be ap-
plied to a wide range of personal uses that arise from lawful
copy ownership. Personal uses made by copy owners represent
a significant percentage of personal uses, and an even greater
portion of those uses courts should consider lawful-a likely
majority, in our estimation. But not every lawful personal use
is tied to copy ownership. As discussed above, Sony v. Universal
endorsed personal use timeshifting in the absence of copy own-
ership. Under those or similar circumstances, if personal use
copying is to be permitted, it must be under a theory other than

270. Id. § 109(a), (c) (granting the copy owner certain rights of sale and
public display); id. § 117 (limiting the exclusive rights retained by a software
copyright owner against the rights acquired by owners of software copies).

271. See infra Part IV.
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exhaustion, such as the fair use approach the Supreme Court
took in that it will not be under an exhaustion theory.

But the fact that exhaustion does not reach these scenarios
may be as much a blessing as a curse. While we strongly sup-
port the court's holding in Sony, the more fact-dependent fair
use inquiry is a better fit for determining the lawful status of
timeshifting of broadcasts and other transmissions. In today's
copyright economy, courts need to distinguish between free
broadcast programming, cable subscription packages, stream-
ing services like Netflix's "Watch Instantly," and a variety of
video on demand and pay-per-view offerings. While time shift-
ing may well be lawful in some of these circumstances, the
comparatively bright line exhaustion rule is likely to overlook
nuances that may be better captured in the fair use analysis.

To the extent that courts continue to emphasize transfor-
mation as the dominant metric for finding fair use, the doctrine
will likely remain a better tool for addressing personal uses
that involve some degree of expressive, informational, or inno-
vative transformation. Even if a consumer owns a copy of a
work, to the extent she uses that copy as a building block or
starting point for the creation of a new work that transforms
the underlying work, exhaustion does not apply.27 2 The rights of
preservation, repair, renewal, and even modification that
emerge from the common law of exhaustion do not extend to
the transformation of the underlying expressive content.273 So a
consumer who slices up her 8-track copies of Steely Dan's Pret-
zel Logic and Gram Parsons's Grievous Angel to create a sound
collage should turn to fair use rather than exhaustion as a po-
tential defense for the creation of a derivative work.

Exhaustion is also limited in the extent degree to which it
enables copying for the benefit of nonowners, even when done
by the owner or with the owner's authority. Exhaustion would
not permit, for example, a library patron who borrows a lawful-
ly owned audiobook to reproduce a copy for her personal collec-
tion. Nor would it entitle an institution to create multiple cop-
ies for the benefit of its employees. 4 The simultaneous

272. See, e.g., Mattel, Inc. v. Pitt, 229 F. Supp. 2d 315, 321-25 (S.D.N.Y.
2002) (analyzing the creation of an "S&M Barbie" from a lawfully purchased
Mattel doll under fair use).

273. See Perzanowski & Schultz, supra note 26, at 917 (observing that fair
use may protect acts that transform an original work, but exhaustion would
not).

274. See Am. Geophysical Union v. Texaco, Inc., 60 F.3d 913 (2d Cir. 1994)
(holding that archival photocopies of multiple journal articles available for use
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exploitation of multiple copies by multiple parties is not the
sort of use that exhaustion has traditionally embraced. If it did,
exhaustion would confer copy owners' rights in the work itself
rather than rights to enjoy their own copy. By ensuring that
copies behave like rivalrous personal property rather than
nonrivalrous intellectual property, exhaustion enables greater
access, safeguards consumer autonomy, and reduces infor-
mation costs while preserving the incentives necessary to spur
creative activity.

IV. APPLYING EXHAUSTION TO PERSONAL USES

For those personal uses that flow from a lawfully owned
copy, exhaustion offers a robust, balanced, and largely predict-
able legal framework for assessing potential infringement lia-
bility. This Part applies exhaustion, first to some traditional
analog personal uses, and then to several more contemporary
digital uses. Comparing both the results and analysis against
the existing alternatives, we conclude that our case for exhaus-
tion bears out in practice. Again, to summarize, our approach:
A court presented with an alleged infringement defended on
the grounds of personal use permitted by exhaustion would
need to answer three questions. First, does the defendant own a
copy of the work? Second, is that copy a lawful one? And third,
was the defendant's use consistent with the common law rights
of utility and alienation conferred by virtue of copy ownership
in a way that preserves the rivalrous nature of a single copy?

A. ANNOTATING AND PHOTOCOPYING TEXTBOOKS

As most law students know, a common approach to study-
ing from a textbook is to highlight or annotate the text of the
book directly on the page. A little underlining here, a marginal
note there, or perhaps even an elaborate if cryptic system of
multicolored highlighting are all common techniques. One
might even photocopy key pages from the book, or retype key
passages into an attack outline or study guide. These acts,
however commonplace or seemingly innocuous, raise the spec-
ter of copyright infringement. Annotating a textbook or creat-
ing an outline could arguably fall within the ambit of preparing
a derivative work.275 Photocopied pages are pure reproduc-

by employee researchers was not fair use).
275. Compare Harper & Row Publishers, Inc. v. Nation Enters., 471 U.S.

539, 561 (1985) (copying the "heart" of a work in order to write a review can
infringe), and Castle Rock Entm't, Inc. v. Carol Publ'g Grp., 150 F.3d 132, 143
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tions.276 Should they be legal under the doctrine of copyright
exhaustion?

Under our approach, we would begin by asking whether or
not the accused infringer was a copy owner. For students who
buy their textbooks, the answer is yes, and thus exhaustion
would allow them to reproduce, modify, and distribute aspects
of their copies necessary to fully realize their value as long as
they remain rivalrous. This could easily include annotations,
outlines, and photocopies for personal use. However, it would
not allow students to reproduce and distribute copies of their
outlines or annotated books to the public. Those activities
would cross the boundary of rivalry and could still constitute
infringement (assuming there is no other defense), thus retain-
ing respect for the exclusive rights of the copyright holder while
simultaneously honoring the personal property rights of the in-
dividual copy owner. Students who use textbook rental services
would also not qualify for the same rights under an exhaustion
defense because they are not copy owners. This distinction en-
sures at least some level of reward to the copyright owner."'

Of course, one could also argue that these uses are also de-
fensible as unregulated uses, fair uses, or impliedly licensed
uses. However, as noted above, these theories encounter poten-
tial pitfalls. While analog annotations might escape the statu-
tory definition of a derivative work,2 78 copying text into outlines

(2d Cir. 1998) (concluding that a Seinfeld-themed SAT prep book may have
qualified as a derivative work because it was insufficiently transformative),
and Mirage Editions, Inc. v. Albuquerque A.R.T. Co., 856 F.2d 1341, 1343 (9th
Cir. 1988) (holding that the preparation and sale of ceramic tiles bearing cop-
ies of the copyrighted image of the Lone Ranger constituted derivative works),
with Warner Bros. Entm't, Inc. v. RDR Books, 575 F. Supp. 2d 513, 539
(S.D.N.Y. 2008) (holding that a Harry Potter reference guide, which signifi-
cantly condensed, synthesized, and re-organized the original material, was not
a derivative work).

276. See Princeton Univ. Press v. Mich. Document Servs., 99 F.3d 1381,
1383 (6th Cir. 1996) (holding that photocopying and selling to students "sub-
stantial segments of copyrighted scholarship" was not fair use); Basic Books,
Inc. v. Kinko's Graphics Corp., 758 F. Supp. 1522, 1526 (S.D.N.Y. 1991)
(same).

277. See United States v. Univis Lens Co., Inc., 316 U.S. 241, 250-51
(1942) (applying the doctrine of exhaustion to patent law and holding that "the
purpose of the patent law is fulfilled. . . when the patentee has received his
reward for the use of his invention. ... and ... [o]nce that purpose is realized
the patent law affords no basis for restraining the use and enjoyment of the
thing sold.").

278. Compare Mirage Editions, Inc. v. Albuquerque A.R.T. Co., 856 F.2d
1341, 1343 (9th Cir. 1988) (holding that the preparation and sale of ceramic
tiles bearing copies of the copyrighted image of the Lone Ranger constituted

2134 [96:2067

HeinOnline  -- 96 Minn. L. Rev. 2134 2011-2012



2012] COPYRIGHT EXHAUSTION 2135

and photocopying key passages could arguably run afoul of the
reproduction right.' Unless courts show some willingness to
reason beyond the plain text of the statute, narrow interpreta-
tion may not suffice to truly insulate these personal uses from
liability.

Fair use may fare better, especially given the personal ed-
ucational purpose of the use.28 0 However, it may be hard to ar-
gue that highlighting and annotating textbooks meets the
transformative test for fair use's first factor in the same sense
that a parody or criticism would. Moreover, textbook publishers
have begun to offer supplemental services and materials to in-
crease revenues that might compete with these actions under
the fourth fair use factor.2 1

1 And while photocopying only a
chapter of a larger book might seem fairer than copying the en-
tire book, especially under the third factor, courts have been
especially skeptical of such uses even in the context of educa-
tion or research, two of the enumerated activities explicitly
mentioned in the preamble to § 107.'8 Thus, while fair use may
still reach these activities, the pathway through its balancing
test may not be simple or particularly intuitive.

derivative works),Mirage Editions, Inc. v. Albuquerque ART Co., 856 F. 2d
1341 (9th Cir. 1988), with Lee v. A.R.T. Co., 125 F.3d 580, 582-583 (7th Cir.
1997) (declining to follow Mirage Editions because placing an image upon a
tile does not fall within the scope of the statutory language of "reproduction"
or "recast, transformed, or adapted") (quoting 17 U.S.C. § 101 (2006)).

279. See supra note 256.
280. See 17 U.S.C. § 107(1) (2006) (directing that courts should consider

"the purpose and character of the use, including whether such use is of a
commercial nature or is for nonprofit educational purposes."). But see Marcus
v. Rowley, 695 F.2d 1171, 1178-79 (9th Cir. 1983) (holding that a teacher's
copying of booklet for classroom educational purposes was not a fair use); En-
cyclopaedia Britannica Educ. Corp. v. C.N. Crooks, 58 F. Supp. 1247, 1251
(W.D.N.Y. 1983) (making and distributing off-air videotapes of educational
programs and distributing them to schools is not a fair use).

281. See Nanette Asimov, Students Argue Some Online Fees Aren't Allowed,
S.F. CHRON., June 3, 2011, at Al ("'Why can't I download the site [content] on-
to my computer and keep it there forever for my personal use?' asked student
Fred Rassaii, who filed a grievance."); Brian Burnsed, Customize and Digitize
Your College Education: New Digital Textbook Services Could Transform How
Course Materials are Delivered to Students, U.S. NEWS & WORLD REP., (Apr.
25, 2011), http://www.usnews.com/education/best-colleges/articles/2011/04/25/
customize-and-digitize-your-college-education (describing a service that allows
university professors to create their own compilation of original source mate-
rials that have "automatic copyright clearance").

282. See Princeton Univ. Press v. Mich. Document Servs., 99 F.3d 1381
(6th Cir. 1996); Am. Geophysical Union v. Texaco, 60 F.3d 913 (2d Cir. 1994);
Basic Books, Inc. v. Kinko's Graphics Corp., 758 F. Supp. 1522 (S.D.N.Y.
1991).
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Implied license also shows some promise, given that the in-
tended use of textbooks is to aid in study. However, again, all it
would take to obstruct such uses is a clear message from the
publisher that such actions are not allowed. In our view, ex-
haustion provides a much simpler beginning and end to this
inquiry.

B. SPACE-SHIFTING TANGIBLE MEDIA

Space shifting-moving a copyrighted work from one phys-
ical medium to another-is commonplace. We often copy music
files from a CD to a laptop hard drive and then to an iPod, a
phone, or other device. Such uses are part of what we have
come to see as an intuitively noninfringing component of the
copyright landscape.283 Yet the Copyright Act appears to render
these copies potential infringements under the exclusive right
of reproduction, absent some applicable exception or limitation.

Even though space shifting has received occasional praise
in the dicta of several fair use cases,284 the comfort given to us
by the Supreme Court in Sony v. Universal may not stretch as
far as needed in the digital age. Modern copyright owners have
invested heavily in toward limiting personal uses and creating
granular markets for use of their works. Moreover, the argu-
ment that space shifting "adds something new, with a further
purpose or different character, altering the first with new ex-
pression, meaning, or message" under the Campbell v. Accuff-
Rose Music, Inc. test for transformation may not prove as ro-
bust as one might hope. 285 Under the third factor, space-shifting
involves 100% of the work, and under the fourth, the efforts

283. In fact, even as far back as the 1980s, consumers considered space
shifting to be a major component of personal use. See OTA STUDY, supra note
4, at 11 (noting that "many people seem to copy for the purpose of 'place-
shifting"' so they could listen to music in their automobile or on portable cas-
sette decks).

284. In re Aimster Copyright Litig., 334 F.3d 643, 652 (7th Cir. 2003) (ob-
serving the possibility of noninfringing uses of a program that provides for the
transfer of digital music files between service subscribers); Sony Computer
Entm't, Inc. v. Connectix Corp., 203 F.3d 596, 607 (9th Cir. 2000) (stating that
creating a product that allows software to be played on a platform that the
software was not intended to be compatible with is a legitimate purpose under
fair use); Recording Indus. Assoc. of Am. v. Diamond Multimedia Sys., 180
F.3d 1072, 1079 (9th Cir. 1999) (stating that personal use space shifting of dig-
ital music files is entirely consistent with the Audio Home Recording Act, 17
U.S.C. § 1001 (2006)).

285. Campbell v. Acuff-Rose Music, Inc., 510 U.S. 569, 579 (1994) (asking
whether a new work is sufficiently transformative).
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that copyright owners have made to create new markets for
every new "space" in which a consumer could potentially store
music could potentially also weigh against fair use as well. As
for implied license, again, all that the record companies would
have to do is state on the CD or even on their website that they
do not allow ripping of music to other devices, and that argu-
ment would suffer as well.286

Exhaustion, on the other hand, provides a cleaner case for
personal use and a clear road for judicial decision makers. Un-
der our approach, the court would ask, (1) Do you own a copy of
the content you want to shift?; (2) Is it a lawful copy?; and (3) Is
the use you want to make of the sort embraced by the common
law of exhaustion? For space shifting of purchased music, the
answer to the first two questions is almost certainly yes. For
the third, courts should look the early common law of exhaus-
tions cases which establishing the rights of adaptation and
modification. Those courts held that no infringement occurred
at common law when the owner of a copy of a work modified the
work to be enjoyed in a different format.287 Those courts held
that no infringement occurred at common law when the owner
of a copy of a work modified the work to be enjoyed in a differ-
ent format. All that was required for a finding of
noninfringement was a finding of copy ownership.8 Courts
would not need to analyze transformation, market harm, or
intent.

This rule provides an intuitive, fair, and predictable set of
outcomes in personal use cases involving space shifting. Con-
sumers who have lawfully purchased copies of music, for exam-
ple, would be allowed to copy or upload those songs into for-
mats or locations for the personal enjoyment of the
purchaser.2 9 The fact that the purchaser could not reasonably

286. See, e.g., A Spotter's Guide to XCP and SunnComm's MediaMax,
ELEC. FRONTIER FOUND., https://w2.eff.org/IP/DRM/Sony-BMG/guide.php
(last visited Apr. 28, 2012) (noting restrictive labels on CDs).

287. See, e.g., Kipling v. G.P. Putnam's Sons, 120 F. 631 (2d Cir. 1903)
(holding that the owners of various copyrighted writings were permitted to
bind the writings along with other unprotected pieces into a single volume and
sell the final product).

288. See also, e.g., Fawcett Publ'ns, Inc. v. Elliot Publ'g Co., 46 F. Supp.
717, 718 (S.D.N.Y. 1942) (allowing the rebinding and revending of publications
because the copyrighted material was not duplicated but only resold).

289. Of course, to the extent consumers use digital lockers or other storage
locations to facilitate access to their files by the public at large, such use may
well fall outside the scope of the exhaustion doctrine. See Capitol Records, Inc.
v. MP3Tunes, LLC, 2011 WL 5104616, at *17 (S.D.N.Y. 2011) (finding a digi-
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listen to more than one song at a time or from more than one
location at a time further reinforces the same rivalrous re-
strictions that traditional exhaustion brought from the common
law into the first sale doctrine."'o

C. CLOUD STORAGE
Cloud storage is another area where exhaustion principles

can stabilize and promote lawful uses both for individual con-
sumers as well as the service providers they depend on while at
the same time continuing to provide providing appropriate in-
centives for creators. To operate cloud services efficiently and
across large geographic areas, most providers must make mul-
tiple copies of each resource. While several courts have held
that automated conduct of this tye does not rise to the level of
volition to be directly infringing, it may still leave providers
susceptible to secondary copyright liability based on the repro-
ductions that are made at the request of the user.2 92 In this con-
text, courts have taken a particular interest in examining the
conduct of users to determine both user and service provider
liability.

tal storage service provider liable as a contributing infringer for using illegally
stored files to facilitate broader access to those illegal copies).

290. See also lDollarScan Will Scan Your Paper Books, Cheap, L.A. TIMES
BLOG, http://latimesblogs.latimes.com/technology/2011/08/digital-book-scanning
.html.

291. Cartoon Network LP v. CSC Holdings, Inc., 536 F.3d 121, 131-32 (2d.
Cir. 2008) (emphasizing that service providers who merely make available to
customers a system that allows the customers to make copies lacks the voli-
tional element of direct liability), CoStar Grp, Inc. v. Loopnet, Inc., 373 F.3d
544, 550 (4th Cir. 2004) (requiring "actual infringing conduct" on behalf of the
service provider, which indicates "that the machine owner himself [and not the
consumer] trespassed on the exclusive domain of the copyright owner."); Reli-
gious Tech. Ctr. v. Netcom On-Line Commc'n Servs., Inc., 923 F. Supp. 1231
(N.D. Cal. 1995); A&M Records, Inc. v. Napster, Inc. 239 239 F. Supp. 3d 1004,
1021 (9th Cir. 2001) (concluding that maintaining a system that allows users
to infringe does not-in itself-expose the service provider to copyright
liability).

292. See Metro-Goldwyn-Mayer Studios, Inc. v. Grokster, 545 U.S. 913, 941
(2004) (finding that the service provider intended to profit from its users in-
fringements); A&M v. Napster, 239 F. 3d at 1022 (concluding that Napster had
knowledge of infringing uses and failed to take remedial or preventative
measures)1004; In re Aimster Copyright Litig., 334 F.3d 643, 653 (7th Cir.
2003); Viacom Int'l Inc. v. YouTube, Inc., 718 F. Supp. 2d 514 (S.D.N.Y. 2010);
see also 17 U.S.C. § 512(c) (2006) (providing safe harbors for any infringing
uses made by reason of storage at the direction of a user of an online service
provider).

293. See e.g., In re Aimster, 334 F.3d at 653 (concluding that Aimster was
likely to fail at trail because it could not produce evidence that its services
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Exhaustion provides a clear rationale to find both cloud
storage service providers and users of those systems
noninfringing when the files are uploaded for personal use and
originate from lawfully purchased copies. Again, our rule al-
lows copy owners to facilitate any acts of reproduction, distri-
bution, or adaptation necessary to enable the full enjoyment of
their copies. This would include cloud storage for personal use
and retrieval or playback on personal devices. On the other
hand, use of cloud storage to enable access outside of personal
use may exceed the protections of the exhaustion doctrine. For
example, even if one owned copies of all of one's music, selling
access to cloud-based storage of that music would not likely be
recognized as sustainable under an exhaustion defense. Per-
sonal access, on the other hand, likely would.

Exhaustion also preserves the proper incentives for copy-
right authors and distributors by limiting its protection to uses
of a particular copy that benefits only that particular copy own-
er. For example, when MP3.com sought to purchase copies of
CDs and then copy them into their own cloud service so that
users could avoid the inconvenience of uploading each song in-
dividually, they ran afoul of copyright law under Judge
Rakoff's rejection of fair use.

However, let us reconsider the fact that MP3.com had pur-
chased "tens of thousands of popular CDs in which plaintiffs
held the copyrights, and, without authorization, copied their
recordings onto its computer servers so as to be able to replay
the recordings for its subscribers.""9 If we compare this to the
Amazon Cloud Drive model, we notice an important differ-
ence-the common identity of the copy owner and the copy us-
er. While MP3.com may not have been able to purchase copies
for the benefit of its subscribers (even though there was some
evidence to suggest that many of them owned copies as well),
the case for Amazon is much stronger when its subscribers are
uploading their own copies-evidence that they have already
rewarded rights holders through the initial purchase of the
content.296 Under the MP3.com Court's analysis, this might still

were ever used for noninfringing purposes).
294. See UMG Recordings, Inc. v. MP3.com, Inc., 92 F. Supp. 2d at 349, 350

(S.D.N.Y. 2000) (emphasizing that copyright must operate to protect the
"copyrightholder's property interests").

295. Id. at 350.
296. One new company, ReDigi, appears to have fully embraced this ap-

proach, arguing that it can rely on copyright exhaustion to buy and resell digi-
tal music on behalf of users via a cloud-computing infrastructure. See ReDigi
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fail under fair use because it would still be no more transforma-
tive or cause less market harm than MP3.com's original behav-
ior. However, under our exhaustion principle, Amazon could
present a strong justification for offering its service by pointing
out that allowing users to upload their own files is simply a
form of enabling them to utilize their personal property. As
long as these files are not shared so broadly as to undermine
the rivalrous nature of copy ownership, exhaustion provides a
solid justification not only for the personal uses of the users but
also of Amazon's service itself.2 97

By contrast, while no court has yet ruled on whether or not
uploading purchased content to personal cloud storage is fair
use, we are again concerned that it suffers from the same vul-
nerabilities as space shifting does. This is especially true for
the fourth fair use factor in light of the fact that because music
companies regularly license music streaming providers such as
Rhapsody, Napster, and Spotify to provide online access to mu-
sic. And there is even less probability that a court will find cop-
yright owners implying a license to use cloud storage, given
EULAs and their stated objections in the press.' Thus, we be-
lieve exhaustion is the most appropriate approach to preserving
personal use in this context.

Frequently Asked Questions, REDIGI, https://www.redigi.com/education.html
("Is ReDigi Legal?") (last visited Mar. 5, 2012). However, this has not deterred
Capitol Records from suing ReDigi, and arguing that exhaustion does not ap-
ply where the actual object re-sold-in this case a music file-is a copy of the
original and asking a court to preliminarily enjoin its operations pending final
disposition of the case. See Greg Sandoval, EMI Sues MP3 Reseller ReDigi,
CNET NEWS (Jan. 6, 2012, 12:38 PM), http://news.cnet.com/8301-31001_3
-57354089-261/emi-sues-mp3-reseller-redigil.

297. It is worth noting that the scope of "sharing" under exhaustion may
turn out to be an area that requires ongoing definition. Many believe that
sharing copies among friends and family is a lawful personal use that should
also be allowed. See OTA STUDY, supra note 4, at 20 (suggesting to Congress a
range of legislative options to address home copying); Litman, supra note 4, at
1894 ("I propose to define 'personal use' as a use that an individual makes for
herself, her family, or her close friends."). This approach could also be a poten-
tial defense for educational institutions that choose to digitize their physical
book collections and offer them to their students and faculty. If the institution
is the owner of the copy, allowing nonsimultaneous consumer of a particular
digital copy-no matter on whose device-is a close approximation of the his-
torical lending role that libraries have played for decades in our culture. How-
ever, courts and commentators have also recognized that unlimited sharing
could undermine important incentives in copyright industries, so appropriate
limits would need to be crafted.

298. See supra note 297 and accompanying text.
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D. JAILBREAKING PERSONAL ELECTRONICS

Our final example stems from a recent surge in the desire
of certain computer, phone, and videogame console owners to
"jailbreak" their purchased devices in order to customize or
modify them.m For example, from the minute Apple launched
its iPhone, owners of the device have sought to modify them in
numerous ways, including in order to switch from the Apple-
mandated AT&T carrier to another service or to add their own
"apps" to the phone's operating system.30o Again, these are the
type of personal uses that most of us intuitively conclude
should be noninfringing of any Apple copyright .3 o Yet when the
Electronic Frontier Foundation (EFF) petitioned the United
States Copyright Office on behalf of phone owners to have the
right to circumvent any DRM that prevented jailbreaking, Ap-
ple fought back.302 The Copyright Office eventually ruled in
EFF's favor, primarily citing fair use as the rationale for why

* * 303jailbreaking was noninfringing.
However, while we don't disagree with the Copyright Of-

fice's fair use rationale, we believe that exhaustion may provide

299. See LIBRARY OF CONGRESS, EXEMPTION TO PROHIBITION ON CIRCUM-
VENTION OF COPYRIGHT PROTECTION SYSTEMS FOR ACCESS CONTROL TECH-
NOLOGIES, at 43828, http://www.copyright.gov/fedreg/2010/75fr43825.pdf. Ex-
emption to Prohibition on Circumvention of Copyright Protection Systems for
Access control Technologies, 75 Fed. Reg. 43,825, 43,828 (Jul. 27, 2010) (to be
codified at 37 C.F.R. pt. 201) ("The Electronic Frontier Foundation (EFF) pro-
posed a class that would allow circumvention of the technological measures
contained on certain wireless phone handsets (known as 'smartphones') that
prevent third-party software applications from being installed and run on such
phones. This circumvention activity is colloquially referred to as 'jailbreaking'
a phone.").

300. See Erica Sadun, The Story Behind Cydia on the iPhone, ARS
TECHNICA (Oct. 8, 2008, 1:59 PM), http//www.arstechnica.com/apple/news/
2008/10/the-story-behind-cydia-on-the-iphone.ars; id. at 85 (noting that ap-
proximately 350,000 iPhone owners have jailbroken their iPhones to load ap-
plications from one independent app store alone and that the record tends to
indicate that the total number of jailbroken iPhones is significantly higher,
constituting up to ten percent of all iPhones sold).

301. Whether there might be some form of liability other than copyright
(e.g. contract) is a separate question and beyond the scope of our analysis.

302. David Kravets, U.S. Declares iPhone Jailbreaking Legal, Over Apple's
Objections, WIREDTHREAT LEVEL (Jul. 26, 2010, 11:47 PM), http://www
.wired.com/threatlevel/2010/07/feds-ok-iphone-jailbreaking/ (reporting EFF's
petition and Apple's response).

303. See id. (reporting that the "Copyright Office concluded that, 'while a
copyright owner might try to restrict the programs that can be run on a par-
ticular operating system, copyright law is not the vehicle for imposition of such
restrictions,"' and that jailbreaking "'fits within the four corners of fair use."').
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an even better justification for jailbreaking, not only as a
noninfringing activity under § 106 but also as an argument for
why it is not a violation of § 1201, the prohibition on circum-
vention of technological protection measures.

Despite Apple's insistence that it continues to own the copy
of the iPhone OS that sits on every user's phone, there is no
dispute that iPhone owners own their phones-that is, the
physical device and its accompanying programmed hardware.
Similarly, Apple admitted before the Copyright Office that iPh-
one owners own all media that resides on their phone, includ-
ing any purchases from the Apple iTunes store. Therefore, iPh-
one owners have a private property interest in the copies of not
only the programmed hardware of the iPhone but also any and
all media on their phones.

Section 1201 states that it is a violation of law "to circum-
vent a technological measure that effectively controls access to
a [protected] work [without the authority of the copyright own-
er] . The principle of exhaustion both respects this authority
and the private property interests at stake in jailbreaking sce-
narios. As the Quanta Court held, once title has transferred in
the copy, "the article sold [is] carried outside the monopoly of
the [intellectual property laws] and rendered free of every re-
striction which the vendor may attempt to put upon it. 3 05 Thus,
under this rule, iPhone owners would have the right to copy,
distribute, and create derivative works necessary to fully enjoy
personal use or alienation of those copyrighted works they own,
including those residing on the phone. When reconciled with §
1201, this makes a strong case that common law exhaustion
acts as a form of implied authority to circumvent any techno-
logical measure in order to effectuate such uses.o6 This would
cover jailbreaking for the proconsumer purposes of utilizing the
phone on a different carrier or enjoying their media (especially
those purchased from Apple's store) on a modified or alterna-

304. 17 U.S.C. § 1201(a)(1), (a)(3)(A) (2006).
305. Quanta Computer, Inc. v. LG Elecs., Inc., 553 U.S. 617, 626 (2008); see

also infra Part III.B.
306. See Universal City Studios, Inc. v. Corley, 273 F.3d 429, 444 (2d Cir.

2001) (acknowledging the defense of implied authority but finding no evidence
to support it in the instant case). While some courts have considered authori-
zation in the context of fair use and § 109, none have considered the effect of
sales of protected works under a common law exhaustion analysis. See, e.g.,
321 Studios v. Metro Goldwyn Mayer Studios, Inc., 307 F. Supp. 2d 1085, 1099
(N.D. Cal. 2004) (holding that 321's DVD copying software violated the DMCA
and was not a fair use).
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tive operating system. On the other hand, the rule would ex-
clude other activities such as copying, distributing, or modify-
ing the operating system for purposes unrelated to personal use
of the phone or purchased media. For either the Copyright Of-
fice or the courts, the analysis would be driven by establishing
copy ownership and the relationship of the activity to the per-
sonal property of the owner. Once those were established, the
finding of both noninfringement and noncircumvention would
be relatively straightforward.

CONCLUSION

Personal use cases have perplexed courts and copyright
scholars for quite some time. Even today, our strong intuitions
are that many personal uses should be lawful, but we lack a co-
gent and predictable method of solidifying this rule in law.
Without such a rule, personal uses will either become unlawful
over time or upheld on suboptimal grounds, leading to further
difficulties for copyright owners, consumers, and courts down
the road. In this article, we tackle this dilemma and attempt to
refocus the personal use inquiry for a seminal set of cases more
properly on the centrality of copy ownership. This inquiry can
then help all beneficiaries of the copyright system approach the
vast majority of personal uses in a more sensible way and bal-
ance the rights of consumers in their personal property with
the necessary incentives that creators need to continue con-
tributing to our cultural economy.
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