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Foreword

FOREWORD

During the discussion of the Copyright (Amendment) Bill 2003
(the 2003 Bill) in the Legidlative Council, some owners of copyright works
advocated that the existing scope of crimina liability for using infringing
copies for business (end-user criminal liability) should be expanded, whereas
users of copyright works expressed grave concerns about the adverse impact of
any expansion on dissemination of information and education. Both parties
agreed that the subject of expansion in the scope of end-user criminal liability
could be further examined together with the subject of exemptions for copyright
restricted acts. To enable these related issues to be widely discussed and
thoroughly considered, we proposed and the Legislative Council agreed to
delete from the 2003 Bill al provisions related to end-user criminal liability.

2. As the issues of copyright liability and exemption carry wide
social implications and require a delicate balance to be struck between the
Interests of owners and those of users of copyright works, we would like to hear
the views of the community before we formulate proposals in these aspects.
This consultation document sets out the main issues related to end-user criminal
liability, copyright exemption and a number of other aspects in the Copyright
Ordinance which require areview.

3. The Government has an open mind on how the various issues
raised should be addressed. The considerations and options floated in this
consultation document serve to stimulate public discussion and are not meant to
be exhaustive. We welcome any views from the community.

4, An electronic copy of this document is available at the following
websites —
e  Commerce and Industry Branch, http://www.info.gov.hk/cib
Commerce, Industry and Technology
Bureau
e Intellectual Property Department http://www.ipd.gov.hk
e  Government of the Hong Kong http://www.info.gov.hk

Specia Administrative Region
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5. Please send your views on or before 15 February 2005 for the
attention of Divison 3 of the Commerce and Industry Branch in one of the
following ways —

e bypodt, at Level 29, One Pacific Place, 88 Queensway, Hong Kong
o by fax, at 2869 4420
e by email, at co_review@citb.gov.hk

6. You are free to make copies of this consultation document.
Unless you specify a reservation, we shall assume that you have licensed us to
reproduce and publish your views in whole or in part in any form and to use,
adapt or develop any proposals put forward without the need for permission
from or subsequent acknowledgment of the party making the proposals.

Commerce, Industry and Technology Bureau
December 2004



Copyright Exemption

Chapter 1

Copyright Exemption

I ntroduction

1.1 The Copyright Ordinance of Hong Kong (the Ordinance) (Chapter
528 of the Laws of Hong Kong) provides various exclusive rights to copyright
owners, for example, the right to make copies of their work; issue copies to the
public; and perform, show or play their work in public.  Any other person who
wants to do an act restricted by copyright in a work will need to obtain
permission from the owner; otherwise his act will be a copyright infringing act
attracting civil and in some cases crimind liability.

1.2 The Ordinance also includes some exemption provisions which set
out the purposes and circumstances under which certain copyright restricted
acts will not be regarded as infringing. These are known as “permitted acts”
and are provided for in sections 37 to 88 (for copyright work) and sections 240
to 261 (for performance or its fixation) of the Ordinance. The exemptions are
confined to a specified range of purposes and circumstances. For example,
sections 38 and 39 specify that fair dealing with a work for research, private
study, criticism, review or news reporting will not be regarded as infringement.
These two sections are repeated at Appendix | to this consultation document.
Reprographic copying of certain works made by or on behalf of an educationa
establishment for the purposes of instructionis aso a*“ permitted act”.

13 All the “permitted acts” are subject to the primary consideration
stated under section 37(3) of the Ordinance namely that they should not
conflict with a normal exploitation of the work by the copyright owner and
unreasonably prejudice the legitimate interests of the copyright owner. If the
use of a copyright work does not fall under any of the * permitted acts’ specified
in the Ordinance, it will be restricted. This exhaustive listing approach in
setting out al copyright exempted acts is also adopted in other common law
jurisdictions such as the United Kingdom and Australia.
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14 As compared with the exhaustive approach in Hong Kong and
many other common law jurisdictions, the US adopts a non-exhaustive
approach in providing for exemptions for primary infringement acts in its
copyright law. Section 107 of the US Copyright Act provides for a generd
“fair usg’ exemption which can apply to awide range of Situations.  Under this
provision, “fair use’ of copyright works for purposes such as criticism,
comment, news reporting, teaching (including making multiple copies for
classroom use), scholar study or research is regarded as not constituting
infringement of copyright. The cited list of purposes of use is not intended to
be exhaustive. Where a copyright work is not used for any of the listed
purposes, the US court may still find the “fair use” exemption applicable in the
circumstances of the case.

15 The US Copyright Act only sets out the following factors, which
are not meant to be exhaustive, for the court to determine whether the use of a
copyright work constitutes a “fair use’ —

(@ the purpose and character of the use, including whether such useis
of acommercia nature or isfor non-profit educational purposes;

(b)  the nature of the copyright work;

(c) the amount and substantiality of the portion used in relation to the
copyright work as awhole; and

(d) the effect of the use upon the potential market for or value of the
copyright work.

The Act does not provide for a definition of “fair use’ or any direction on how
to evaluate the above four factors e.g. how much weight to give to each of them.
The US court may also consider other factors when determining whether the
use made of awork isfair. Hence, whether the “fair use” exemption appliesin
a particular case in the US depends on the specific facts of the case and the
weighing of factors (including but not imited to the four listed above) by the
US court. Therefore, it is possible that commercial use of a copyright work
may be found by the US court to be “fair usg” despite its commercia nature
whilst educationa use of a work may not be considered as “fair use’ in certain
Cases.
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Introduction of a Quantitative Test

16 Sections 38 and 39 of the Copyright Ordinance stipulate that fair
dealing, which includes the act of copying for research or private study purpose,
does not constitute copyright infringement. The portion of the work being
copied is a factor in deciding whether the act can be considered fair dealing.
The existing provisions, however, do not explicitly set out the portion of the
work that can be copied. Some copyright work users and copyshops have
suggested that the extent to which copying for research or private study purpose
may constitute fair dealing should be more clearly defined in the Ordinance
We need to consider whether a quantitative test should be introduced to sections
38 and 3 for determining whether copying certain types of copyright work for
research or private study purpose may constitute fair dealing.

1.7 The copyright law of both Australia and Singapore provides for
such a quantitative test. The test applies only to certain types of work and
copying for research and study purposes. In simple terms, subject to certain
conditions, copying certain types of work, namely literary work (other than
computer program), dramatic work and musical work, in a published edition is
deemed to be fair deding if the copied work comprises the whole or part of an
article in a periodical publication, or in any other cases the copied work does
not exceed 10% of the number of pages of the published edition of the work and
does not exceed a single chapter of the work if the work is arranged in chapters.
Where the work in question is in eectronic form, the test applies only to
dramatic work and literary work (other than a computer program) and is based
on the number of words in the case of Australia and the number of bytesin the
case of Singapore. In al cases, the effect of the quantitative test in these two
countries is that where the extent of copying fals inside the scope of the
guantitative test, the act will be deemed to be fair deding. If te extent of
copying falls outside the scope of the quantitative test, it may ill be regarded
as far deding depending on the court's assessment of al relevant factors
(including but not limited to those factors specified in the law).

Exhaustive or Non-exhaustive Approach

1.8 Under the exhaustive listing approach in our Copyright Ordinance,
even though the circumstances and purposes of use of a copyright restricted act
may reasonably congtitute fair dealing with a copyright work, the act will till
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attract civil and in some cases crimina liability if it is not yet included as one of
the “permitted acts’ in the Ordinance. Specific legidative amendments have
to be enacted to remove the liability every time we come across new
circumstances and purposes of use under which copyright restricted acts may be
considered fair dealing and hence should be permitted. In this connection,
following the previous consultation exercise conducted in 2001, the
Government has aready undertaken to improve certan “permitted acts’
provisions in the Ordinance A list of such proposed improvements is at
Appendix II. We have also floated the idea of making the scope of our fair
dealing exemptions more general along the lines of the US moddl.

19 When the Copyright (Amendment) Bill 2003 was debated in the
L egidative Council, some copyright work users also suggested adopting the US
non-exhaustive “fair use’ provisionsin Hong Kong. They maintained that this
change would be necessary if the possibility of expanding the existing scope of
end-user criminal liability were to be considered (see Chapter 2 for details
about the scope of end-user crimind liability). On the other hand, some
copyright owners pointed out that the US model might not be suitable for Hong
Kong because of the different judicial tradition of the two places and the lack of
any jurisprudence in the local application of the “fair use” concept would create
too much lega uncertainty. They also pointed out that the non-exhaustive
nature of the “fair use” exemption might not be compatible with the Agreement
on Trade-Related Aspects of Intellectual Property Rights (TRIPs) of the World
Trade Organization which stipulates that exceptions should be confined to
certain special cases (see paragraph 1.12 bdow). We need to consider whether
and how we should revise the copyright exemption provisionsin our Ordinance.

Considerations

1.10 An advantage of adopting anon-exhaustive copyright exemption
regime similar to the US modd is that it offers more flexibility and can easily
accommodate new circumstances and purposes of use that may emerge in future
without the need to amend the “permitted acts’ provisions in the Copyright
Ordinance For example, certain specia acts for personal use which fall
outside the ambit of the current “permitted acts’ provisions in the Ordinance,
could also be regarded as far deaing under a nonrexhaustive regime.
Specificdly, it may be regarded as fair dealing if a person makes one photocopy
of a newspaper article which records an interview given by that person to the
newspaper for archive purpose. We understand that this consideration about
not being able to cater for al uses which could fall under the concept of fair
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dealing dso features in Singapore’ s recent decision to change its fair dealing
system from only specifying permitted activities to also allowing other acts to
be assessed according to a set of factors for determining whether these acts
could congtitute fair dealing.

111 On the other hand, the non-exhaustive model will engender more
legal uncertainty sincewhether an act can be regarded as fair dealing has to be
determined on a case-by-case basis. Whilst the courts in Hong Kong may
refer to the decisions of US courts on “fair use” cases when construing any
local nonexhaustive fair dealing provisions (if introduced), the decisions of US
courts have no binding effect. Some copyright work users have suggested that
to supplement the introduction of a nonexhaustive model, non-statutory
guidelines should be drawn up to set out in more details the circumstances in
which a use can be consdered fair dealing. We agree that promulgating
guidelines will help reduce uncertainty and can be considered after the
fundamental question of whether we should adopt a non-exhaustive fair dealing
regime has been settled.

112 If we are to expand the existing scope of end-user crimina liability,
there may be a stronger case for adopting a more liberal regime of copyright
exemption. Maintaining the current exhaustive listing approach in the
Ordinance will require us to expand the list of “permitted acts’ to address the
concerns of copyright work users, particularly users of works by the publishing
industry. As it will not be possible for us to foresee al the circumstances and
purposes of use that can be made of a copyright work faling within the
principles of fair dealing, legidative amendments will need to be introduced
every time the community agree that an act not yet included in the “ permitted
acts’ provisons should be “permitted”. On the other hand, adopting a
non-exhaustive fair dealing regime will require us to consider carefully how to
draft the provisons so that it would be compatible with the “three-step test”
requirement under TRIPS'.

Options for Expanding “ Permitted Acts’

113 One option is to continue with our existing exhaustive approach in
setting out dl the “permitted acts’. If we are to adopt this option, apart from

1 Under TRI Ps, there is the requirement known as the “three-step test” which requires that the exceptions

should (1) be confined to “ special cases’, (2) not conflict with anormal exploitation of the work, and (3) not
unreasonably prejudice the legitimate interests of the copyright owner.

5
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expanding the list of “permitted acts’ in the Ordinance to include those
improvements in Appendix _|I, we would need to consider other additions as
well to address copyright work users concerns that may arise from any
expansion in the scope of end-user crimind liability.

114

Ancther option is to adopt a non-exhaustive fair dealing regime.

We set out below some possible elements of such a regime to facilitate public

discussion —

@

(b)

(©)

Fair dealing with any copyright work is not an infringement of
copyright. Fair dealing include uses for purposes such as but not
limited to those specified in sections 38 and 39 of the Ordinance,

namely research, private study, criticism, review or news reporting.

So an act which falls under the specific “ permitted acts” provisions
will not constitute an infringement. Where a person performs an

act that does not fall within the specific “ permitted acts” provisions,
he could resort to the non-exhaustive fair dealing provisons
subject to the challenge of the copyright owners and determination

by the court.

In determining whether an act conditutes fair deaing, a
non-exhaustive list of factors may be considered.  Sections 38 and
39 of the Ordinance aready contain ome of these factors which
aso appear in the copyright laws of the US, Austrdia and
Singapore. These are —

(i) the purpose and nature of the dealing;

(i) the nature of the work; and

(iii) the amount and substantiality of the portion deat with in
relation to the work as a whole.

The factors in (b) above may be expanded to include the
following —

(iv) the effect of the act claiming fair dealing upon the potential
market for, or value of, the work; and

(v) the posshility of obtaining the copyright work within a
reasonable time at an ordinary commercial price.



Copyright Exemption

Summary
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(d)

@

(b)

(d)

The factor in (iv) currently appears in the “fair use’ provisions of
the US Copyright Act and the fair deding provisons of the
copyright law of Australia and Singapore. The factor in (v)
appears only in Australia’s copyright law but Singapore has
recently passed a Bill to add, amongst other things, this factor in its
copyright law.  Whilst the factor is not expresdy set out in the US
Copyright Act, we understand that the availability of a work is an
important factor in determining “fair use’ in the US.

Whether the fair dealing provisions apply in a particular case
depends on the weighing of factors, including but not limited to
those listed above in terms of the specific facts of the case before
the court.

Y our views are sought on the following —

whether a quantitative test should be introduced in the Hong Kong
Copyright Ordinance to determine if the act of copying for
research or private study purposesis fair dealing;

whether a non-exhaustive regime of copyright exemption based on
the principles of fair dealing should be introduced in Hong Kong
or whether we should maintain the current approach of
exhaustively listing all the copyright exempted acts;

If it is conddered that a non-exhaustive regime based on the
principles of fair dealing should be adopted, what the essential
elements should be and

if it is considered that the current approach of exhaustively listing
dl the exemptions should be maintained, whether and how the
current list of exemptions should be expanded bearing in mind a
possible expansion in the scope of end-user crimina liability (see
Chapter 2).



Scope of Criminal Provisions
Related to End-user Piracy

Chapter 2

Scope of Criminal Provisons Related to End-user Piracy

Background

2.1 On 1 April 2001, the Intellectual Property (Miscellaneous
Amendments) Ordinance 2000 (‘the 2000 Amendment Ordinance’) came into
effect. A key element of the 2000 Amendment Ordinance is to amend the
Copyright Ordinance so that a person will commit an offence if he possesses
knowingly an infringing copy of a copyright work for the purpose of, in the
course of, or in connection with, any trade or business with a view to
committing any act infringing the copyright. The measure targets acts of
copyright piracy by business end-users and covers al types of copyright work.

2.2 With the amendments introduced by the 2000 Amendment
Ordinance, possessing an infringing copy of any kind of copyright work (e.g.
pirated computer software or music VCDs, unauthorized photocopies of a
newspaper article, unauthorized recordings of a television news programme) for
usein business may be liable to criminal prosecution.  Furthermore, the term
“business’ as used in the Copyright Ordinance is not confined to commercia
activities. It aso covers non profit-making business such as educational,
charitable or government activities and hence, the end-user criminal liability
also applies to the possession of an infringing copy for the purpose of or in the
course of such activities.

2.3 To address public concerns that the new end-user criminal liability
was too onerous and would hamper dissemination of information and classroom
teaching, the Copyright (Suspension of Amendments) Ordinance 2001 came
into effect in April 2001 to suspend end-user crimina liability related
provisions except as they apply to computer programmes, movies, television
dramas and musical recordings (the four categories of work). The suspension
is only atemporary measure.

24 After consulting the public widely and the Legidative Council, we
proposed to make the suspension arrangements a long-term measure and
introduced the Copyright (Amendment) Bill 2003 (the 2003 Bill) into the
Legidative Council to confine the scope of end-user crimina liability to the
four categories of work.
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2.5 During the discussion of the 2003 Bill in the Legidative Council,
owners of other copyright work (publications and TV broadcast) strongly
advocated for their work to be included in the scope of end-user crimina
liability. In particular, the publishing industry argued that the same level of
protection should be accorded to al categories of copyright work. They also
pointed out that since the introduction of the temporary suspension
arrangements in April 2001, the publishing industry had developed licensing
schemes to authorize use of photocopies of publications in business.
Copyright work users on the other hand continued to express serious concerns
about any expansion in the scope of end-user crimind liability. After a series
of discussion, some users in the educationa sector agreed to explore the
possibility of expanding the scope of end-user crimina liability provided that a
non-exhaustive fair dealing regime aong that of the US “fair use” mode was
adopted in Hong Kong (see Chapter 1 for details about the non-exhaustive
approach), that the circumstances giving rise to end-user criminal liability were
clearly defined and that guidelines on “fair use” would be promulgated.

2.6 To alow time for more thorough discussion and consideration, we
proposed and the Legidative Council agreed to remove from the 2003 Bill
clauses related to end-user crimina liability and to extend the effective period
of the suspension arrangements by two years ending 31 July 2006. We have
decided to consult the public widely again on the scope of end-user crimina
liability with a view to formulating fresh legidative proposals for consideration
and enactment by the Legidative Council before the suspension arrangements
expire in end July 2006.

Consderations

2.7 In consdering whether and how the scope of end-user criminal
liability should be expanded, we need to take account of the following —

(@) effective protection of copyright enhances Hong Kong' s
international image and promotes the loca development of
Industries which have a heavy intellectual property content;

(b) despite our efforts and success in combating copyright piracy,
piracy activities (e.g. involving infringing copies of computer
software, CDs/VCDs and textbooks) may easily become rampant
again in the absence of effective deterrence and stringent
enforcement measures,
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(c) the publishing industry has developed licensing schemes covering
works of maor publishers and maor loca newspapers.
End-users may now obtain authorization from some copyright
owners for making copies of the latter’ s publications for use in
business,

(d) the licensing schemes of the publishing industry do not cover al
local and overseas publications, particularly newspapers and
magazines. For such publications, there is no ready avenue for
business end-users to secure the necessary authorization to make
legitimate copies. Many sectors of our community require the
timely dissemination of information through making copies of
copyright work; and

(6 we need to assess the overal impact of any proposed scope of
end-user criminal liability on the community and strike a balance
between the interests of copyright owners and those of users. An
expanded scope of end-user crimina liability may entail the
adoption of a more libera copyright exemption regime in order to
maintain the necessary balance between the interests of users and
those of owners.

Possible Options

2.8 There is a wide range of options : from maintaining the status quo
to expanding the scope of end-user crimina liability to cover al types of
copyright work. If we are to maintain the status quo, possessing infringing
copies of only four categories of work (computer programs, movies, television
dramas and musical recordings) for use in business (including non-profit
making business) would attract criminal liability. The other extreme would be
to expand the criminal end-user liability to cover all types of copyright work®.
This would mean that a person would commit an offence if he possesses
knowingly an infringing copy of any kind of copyright work (including but not
limited to an unauthorized photocopy of a newspaper article or book, an

2 Under the Copyright Ordinance, copyright subsistsin the following types of work :
(a) original literary, dramatic, musical or artistic works;
(b) sound recordings, films, broadcasts or cable programmes; and
(c) thetypographical arrangement of published editions.

10
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unauthorized recording of atelevision or cable news programme) with aview to
the copy being used in business. For instance, a law firm possessing an
infringing copy of alaw book (or a substantia part of alaw book) with a view
to using it in its business, or a socid welf are organization using unauthorized
recordings of a news programme or documentary film for training its staff,
would be caught.

2.9 In between the above two options, there could be varying extent of
expansion in the scope of end-user criminal liability, having regard to the extent
of the piracy problem and the impact on the community of end-user crimina
liability for each type of copyright work. For instance, one possible option
would be to expand the scope to cover only works published in books,
magazines or periodicals. This scope is the same as the recently enacted
“copyshop possession offence’ under the Copyright Ordinance which aims to
facilitate enforcement and prosecution against illicit copying by profit-making
copying business. It would include most types of published works but would
exclude, for example, promotional leaflets, pamphlets, and posters.

2.10 The above options are only highlighted to illustrate the range
within which choices can be made and are not meant to be exhaustive. We
welcome any suggestions and other options may be formulated in the light of
feedbacks from the public.

Summary

211 Your views are sought on whether and how the scope of end-user
criminal liability should be expanded to cover more types of copyright work in
addition to computer programs, movies, televison dramas and musica
recordings.
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Chapter 3

End-user Liability Associated with Parallel Imported Copies

Background

3.1 In the context of copyright, paralel importation refers to the
importation into Hong Kong, without permission of the copyright owner, of a
copy of a work that was lawfully made outsde Hong Kong. Under the
Copyright Ordinance, a copy of a copyright work which is paralel imported
and which, if made in Hong Kong, would have either infringed the copyright in
that work, or breached an exclusive licence agreement relating to that work, is
regarded as an infringing copy.

3.2 For a copyright work which has been published for 18 months or
less, it is a criminal offence to ded in or to import otherwise than for private
and domestic use a copy of that work which is an infringing copy by virtue of
its parallel importation described in paragraph 3.1 above. Usng such an
infringing copy for business will also attract end-user criminal liability if the
work involves a movie, televison drama or musica recording. However,
these acts will not attract crimina liability if the copyright work has been
published for more than 18 months and only civil remedies (e.g. injunction and
damages) are available to the copyright owner.

3.3 In the Copyright (Amendment) Bill 2003 (the 2003 Bill) we
proposed to remove certain civil and crimina liability associated with paralléel
imported copies. The effect of the proposal would be that a person would not
incur any civil or crimina liability for importing parallel imported copies of
copyright works, or for possessing such copies, for use in business. But the
proposal would not affect existing restrictions on commercial dealing in parallel
imported copies.

34 When the 2003 Bill was discussed in the Legidative Council, some
copyright owners expressed concerns that the proposed relaxation would
seriously impair their rights and interests. In particular, the music industry
pointed out that the proposed relaxation would enable karaoke establishments to
parallel import musical products lawfully released in places outside Hong Kong

12
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and use such paralel imported copiesin their business. This would adversely
affect the industry’s existing income from selling new songs to karaoke
establishments. The movie industry also pointed out that the proposed
relaxation would enable local businesses, such as coffee shops and restaurants,
to pardld import and show in public the VCD or DVD version of a movie
released in places outsde Hong Kong at the same time as the movie was il
being shown in cinemas in Hong Kong. This would adversdly affect the
results of the box office, which would in turn adversely affect the industry’s
income stream from other sources such as issuing the DVD version of the
movie in other overseas markets. Although copyright owners in the movie
and music industry were aware that playing of music or movies in public
required their permission and civil remedies were available for unauthorized
public performance or unauthorized showing in public, they considered that it
would be difficult for them to enforce this civil right and damage would have
aready been done before they could get injunctions from the court to prohibit
such unauthorized public performance or unauthorized showing in public.
Some exclusive licensees in the movie industry who have been licensed for
local manufacture, sale and distribution of DVDs or VCDs of movies expressed
concern that their licences mght not give them the right to restrict the playing
or showing of the moviesin public.

35 Usaers on the other hand generally supported the proposed
relaxation so that they would have more choices in purchasing products from
overseas at more competitive prices. For instance, educational users such as
the Academy for Performing Arts considered that the proposed relaxation
would enable educationa institutions to acquire from overseas foreign
copyright materials for teaching purpose in good time. Under section 43 of
the Copyright Ordinance, subject to certain conditions, the performing, playing
or showing of a copyright work in the course of activities of educationa
establishmentsis permitted. However, the act of importing a parallel imported
copy (which is an infringing copy as described in paragraph 3.1 above) till
attracts both civil and criminal liability.

3.6 To alow time for more thorough discussion and consideration, the
proposed relaxation was removed from the 2003 Bill together with other
clauses related to end-user liability. We need to consider again the options for
relaxation taking into account the interests of copyright owners and users.

13



End-user Liability Associated
with Parallel Imported Copies

Consderations

3.7 Parallel importation has always been a controversia subject
requiring a fine balance to be struck between the interests of the owners and
those of usersof copyright works. We have an open mind as to whether the
relaxation proposa in the 2003 Bill should be re-introduced. The following
two factors are important to our considerations —

(@ On one hand, the proposed relaxation in the 2003 Bill is in line
with our policy to encourage the free flow of goods and reflects the
growing popularity of purchases through the Internet. It
encourages enterprises, in particular small and medium enterprises,
to use genuine products which may be parale imported at a lower
price. It may aso enable users in the educational and business
sectors to acquire genuine products from outsde Hong Kong
earlier for educational or training purposes; and

(b)  On the other hand, relaxation of the existing restrictions on parallel
imported copies may affect the interests of copyright owners and
exclusive licensees (see their previous comments in paragraph 3.4
above). Consderation would need to be given as to whether their
interests would be affected to such an extent that may hamper local
development of creative works. Consideration would aso need
to be given to the extent of relaxation (if any) that would not
jeopardize Hong Kong's reputation in protecting intellectua
property rights.

Possible Options

3.8 The options could range from maintaining the relaxation proposa
in the 2003 Bill (see paragraph 3.3 above) to not introducing any relaxation at
al. Inbetween the two ends, there could be different extent of relaxation such
that civil or criminal liability may remain for certain uses of parallel imported
copies depending on the impact of such uses on the interests of copyright
owners. One possible option is to retain the civil and criminal liability
associated with importation of parallel imported copies for the purpose of
publicly performing, showing, or playing the works in business. Under this
option, a coffee shop owner may attract civil and crimina liability if he

14
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possesses a paralel imported movie in his coffee shop for the purpose of
showing the movie to his customers.  Schools or commercia enterprises using
parallel imported copies in their activities will continue to attract civil and
crimina liability if the use involves the act of publicly performing, showing or
playing a work and such an act does not fall under a permitted act provision.
If we are to adopt this option, we may need to consider expanding the scope of
the permitted act provisions relating to performing, showing or playing in
public copyright works in order to cater for the need to use paralel imported
copies for educationa purposes.

39 Apat from the extent of relaxation, we may aso consder the
option of shortening the existing 18-month period during which parallée
imported copies will attract criminal liability, and applying the same shortened
period to limit the duration in which parallel imported copies will attract civil
liability (see paragraph 3.2 above).

Summary

3.10 Y our views are sought on —

(@ whether the existing criminal and civil liability pertaining to
parallel imported copies should be relaxed;

(b) the extent to which the liability should be relaxed; and
(c) whether the existing period during which parallel imported copies

will attract criminal and civil liability should be shortened, and if
so, for how long.

15
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Chapter 4

Defence for Employees against End-user Criminal Liability

Background

4.1 Under section 118(3) of the Copyright Ordinance, it is a defence
for the defendant if he can prove that he did not know and had no reason to
believe that the copy in question was an infringing copy. The defence is
applicable to al offences under section 118(1) of the Copyright Ordinance.

4.2 When the end-user crimina liability was introduced, there were
public concerns that the absence of knowledge defence would not be adequate
for employees as they were in a “weak” position to refuse to use an infringing
copy given by their employers for fear of losing their jobs. Taking into
account such concerns, we proposed in the Copyright (Amendment) Bill 2003
(the 2003 Bill) to add a new defence specificaly for employees found in
possession of an infringing copy so that they would not be crimindly liable if
the possession of the infringing copy in question occurred in the course of their
employment and if the infringing copy was provided to them by or on behalf of
their employer (the employee defence). This defence, however, would not be
available to employees having manageria functions in a business, for example,
adirector or secretary of abody corporate.

4.3 Some copyright owners in the software industry have expressed
concerns that the employee defence will create loopholes in the end-user
criminal liability provisions and impair the effectiveness of the provisions for
the following reasons —

(@ the defence will increase the opportunity for the employer and
decison-makers of a business to insulate themselves from the
end-user crimina liability by, for example, claming not to have
held a managerial position or to have delegated the information
technology responsibilities to third parties; and

(b)  while the defence absolves employees from the end-user criminal

liability, it does not require them to identify the person within the
business who provided them with the infringing software.
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4.4 Some copyright owners in the software industry have hence
suggested to replace the proposed employee defence by a “whistle blower”
protection system which would prevent an employer from dismissing or
discriminating against any employee solely on the ground that the latter —

(@ has filed a complaint or ingtituted or caused to inditute any
Investigation or proceedings related to an end-user copyright
infringement offence;

(b) hastestified or is about to testify in any proceedings related to an
end-user copyright infringement offence; or

(c) has provided information or other assistance in connection with an
investigation or proceedings related to an end-user copyright
infringement offence.

4.5 To alow time for more thorough discussion and consideration, the
employee defence provisions proposed in the 2003 Bill were removed together
with other end-user crimina liability related clauses. We need to consider
again whether and what kind of additional defence should be given to
employees against end-user criminal liability taking into account the concerns
about the “weak” position of employees vis-avis their employers and the
concerns of copyright owners about the employee defence as proposed in the
2003 Bill.

Consderations

4.6 The following factors are relevant when considering the employee
defence as proposed in the 2003 Bill vis-a&vis the software industry’s
suggestion in paragraph 4.4 above —

(@ the employee defence proposed in the 2003 Bill addresses the
fundamental question of whether ordinary employees who do not
perform any manageria functions in a business should be ligble to
the end-user crimina liability if the infringing copy in question
was provided to them by their employers;
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Summary

4.7

(b)

(©)

@

(b)

(d)

the software industry’s proposa may encourage employees to
inform the enforcement authority about the provision of infringing
copies by employers to employees for use in business but does not
address the question of whether end-user criminal liability should
apply to ordinary employees with no managerial function; and

the software industry’s proposal will involve issues other than
copyright protection, notably labour disputes and remedies
avallable to employees in cases where employers are accused of
discrimination or improper dismissal.

Y our views are sought on —

whether specific defence should be provided to employees found
In possession of infringing copies provided by their employers for
use in the course of their employment;

the proposed employee defence as described in paragraph 4.2
above;

the suggestion of copyright owners in the software industry as
described in paragraph 4.4 above; and

other means to address the concerns about the impact of the

end-user crimina liability on employees required by ther
employers to use infringing copies.
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Proof of Infringing Copies of
Computer Programs in End-user Piracy Cases

Chapter 5

Proof of Infringing Copies of Computer Programsin
End-user Piracy Cases

Background

51 The scope of end-user crimina liability currently covers four
categories of works including computer programs (see Chapter 2 for details of
the liability). In cases of end-user piracy involving computer programs, the
programs are usually found installed in the computers of the end-users.
Enforcement experience suggests that it is often difficult to prove whether a
computer program installed in a computer is an infringing copy as there is no
requirement for businesses to keep records for proving that the computer
programs being used are legitimate copies. The court has previoudy ruled that
fallure to present an end-user licence for a computer program done is
insufficient to prove that a copy is infringing and the defendants in these cases
were acquitted accordingly. As a result, Customs officers currently rely
mainly on circumstantial evidence, such as the presence of pirated optical discs
found in the end-user’s premises, to prove the infringing nature of a computer
program found in a user’s computer. However, this kind of evidence is not
available or is inadeguate in many cases, leading to abortive investigation and
prosecution efforts.

5.2 Some copyright owners in the software industry have suggested
amending the Copyright Ordinance to facilitate the prosecution of end-user
piracy offences involving computer programs. One option floated is to amend
the definition of infringing copy of a copyright work that is a computer program
to the effect that the failure to demonstrate ownership of licences could support
an inference of infringement. Another option suggested by some copyright
owners is that any person who conducts business or trade should keep records
of al his computer programs licensed for the purpose of his business or trade
for aperiod of seven years from the date of transaction on which the computer
program in question was acquired or licensed. Failure to keep the records
would be an offence. In addition, there should aso be an express provision in
the Copyright Ordinance to state that the records are a relevant consideration
for the court to consider in any proceedings of end-user piracy offence.
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Consderations

5.3

In considering whether and how the proof of infringing copies of

computer programs in end-user piracy cases should be facilitated, we need to
take account of the following —

@

(b)

(©)

(d)

making it easier to prove infringing copies of computer programs
would facilitate prosecution of end-user copyright infringement
cases involving computer programs, thereby enhancing the
effectiveness of law enforcement;

currently, some software companies require users of their products
to register with the companies before they can complete the
installation process and use the software.  This kind of
registration requirement by copyright owners may facilitate proof
of infringing copies. Some copyright owners, however, consider
it difficult for individua software companies to incorporate
technological features into computer programs to show whether or
not computer programs installed on computers or servers are
infringing;

proposals to amend the Copyright Ordinance to facilitate the proof
of infringing copies of computer programs may shift the burden of
proof to defendants or introduce new liabilities. It is important to
assess Whether the proposals are reasonable and necessary having
regard to the gravity of the concerned offence; and

additional implications, if any, for businesses, in particular small
and medium enterprises, of any proposals to impose a duty on
businesses to keep records to facilitate proof of infringing copies
of computer programs, having regard to the fact that companies are
aready required to keep books of account for a period of seven
years under the Companies Ordinance and the Inland Revenue
Ordinance
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Possible Options

54 One option is to awat more enforcement experience before
concluding whether and what legidative means should be introduced to
facilitate proof of infringing copies of computer programs. In the meantime,
the software industry is free to incorporate technologica measures into
computer programs and require registration with software companies to
facilitate proof of infringing copies.

55 Another option is to introduce legidative amendments to the
Copyright Ordinance to address the issue. Various possible approaches can be
considered. A more heavy-handed approach is to shift the burden of proof to
defendants. For example, a computer program without a licence would be
presumed to be an infringing copy unless the person in possession of the
computer program for use in business can provide evidence to prove the
contrary.  Another approach is to require a business or trade to keep records of
all computer programs licensed for the purpose of the business or trade for a
reasonable period. The court, in proceedings of end-user piracy offence
would take into account the adequacy of the records as a factor for considering
whether the concerned computer program is an infringing copy.

Summary
5.6 Your views are sought on how the proof of infringing copies of

computer programs may be facilitated in order to enhance effective
enforcement of the end-user criminal liability provisions.
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Chapter 6

Circumvention of Technological Measures for Copyright Protection

Background

6.1 Copyright owners commonly employ technological devices or
means to prevent or restrict unauthorized access to or copying of copyright
works or fixations of performances in eectronic form that are issued or made
available to the public. Such devices or means are known as access control
and copy-protection measures. An example is a digital code embedded into a
copyright work to restrict access or copying.

6.2 The Copyright Ordinance contains civil liability provisions to
prevent the circumvention of copy-protection measures.  Under section 273 of
the Ordinance, a person will attract civil liability if he makes, deals in® or
possesses for any trade or business any devices or means specifically designed
or adapted to circumvent a copy-protection measure, or to publish information
intended to enable or assist other persons to circumvent a copy-protection
measure and, if he knows, or has reason to believe, that the device, means or
information will be used to make infringing copies or infringing fixations of
performances. A previous court case has ruled that a device or means is a
circumvention device or means so long as at least one of its uses is for the
purpose of circumventing copy-protection measures.

6.3 There are cases where copyright owners have successfully invoked
these provisons and obtained civil remedies involving quite substantial
damages awarded by the court. However, some copyright owners in the game
industry have pointed out that the sale of modified game consoles installed with
modifying chips, which is a kind of device circumventing access control and
copy-protection measure, is common in Hong Kong and it is extremely difficult
for them to initiate civil actions against a large number of retallers. They
consder that more stringent measures should be introduced. This view is aso
shared by other copyright owners and the Working Group on Digitd
Entertainment, which was set up under the former Information Infrastructure

3 Theterm “deal in” inthis Chapter refers to imports, exports, sells or letsfor hire, offers or exposes for sale or
hire, advertisesfor sale or hire.

22



Circumvention of
Technological Measures for Copyright Protection

Advisory Committee, to examine measures to facilitate the development of the
digital entertainment industry in Hong Kong. The latter has specificaly
suggested that the Government should consider making the unlawful acts of
making or selling devices specifically designed or adapted to circumvent
copy-protection measures under section 273 of the Copyright Ordinance a
criminal offence.

6.4 We need to consider whether and how we should strengthen
existing controls over the circumvention of technological measures that protect
the copyright of awork. Asboth access control and copy-protection measures
are now widely used, copyright owners have suggested that the scope of section
273 of the Copyright Ordinance should be expanded aong the following lines —

(@ introducing criminal liability for acts under section 273 of the
Copyright Ordinance concerning circumventing copy-protection
measures as described in paragraph 6.2 above which now only
attract civil liability;

(b) introducing civil and crimind liability for making or dealing in
devices or means designed to circumvent access control measures;
and

(c) introducing civil and criminal liability for the act of circumvention
itself.

Consderations

6.5 In conddering any possible expansion in the scope of the
anti-circumvention provisions under section 273 of the Copyright Ordinance, it
Is important to bear in mind that the Ordinance seeks to protect the copyright of
awork and not the technology or devices employed to protect the copyright of
thework. Hence, controls under the Ordinance should target at infringing acts
rather than just circumvention activities. Otherwise, the measures will lead to
perverse consequences. For instance, subject to certain conditions, a person
who would like to quote excerpts from a novel published in eectronic form for
the purpose of criticism and review may now do so under sections 38 and 39 of
the Copyright Ordinance without seeking authorization from the copyright
owner. However, if the nove is protected by an access control measure and if
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circumvention of the access control measure is prohibited, he would in effect be
denied of the ability to do this copyright exempted act. Furthermore,
prohibiting circumvention of access control measures may have the unintended
conseguence of protecting awork even after its copyright has expired. This is
because access control measures may till be gpplied to a work even after the
expiry of its copyright protection period under the law if circumvention of the
access control measures remains unlawful at the time.

6.6 Against the above factors, if it is considered that section 273 of the
Copyright Ordinance should be expanded to cover access control measures or
that the act of circumventing copy-protection measures or access control
measures should be made unlawful, the proposal should be linked to copyright
infringement and should not go beyond existing copyright protection under the
law. For instance, we will have to consider whether liability should arise only
where the person in question knows that the circumvention device would be
used to circumvent an access control measure for the purpose of committing an
act of copyright infringement. This is similar to the existing section 273
where liability will arise only if the person in question knows that the
circumvention device will be used to make infringing copies or infringing
fixations. Moreover, we would have to ensure that devices which are mainly
used for legitimate purpose, notably all-area-code DVD players, which are now
commonly available in the market and enable consumers to play genuine DVDs
imported from other regions, will not be caught.

6.7 In considering whether liability, in particular crimina liability,
should be introduced for circumvention activities connected with access control
measures and whether criminal liability should be introduced for section 273 of
the Copyright Ordinance, we need to have regard to the extent of infringement
and piracy problems resulting from circumvention activities.

Possible Options

6.8 There can be a wide range of options. At one end, we may
maintain the status quo whereby there is only civil liability and the scope is
confined to making, possessing or dealing in copy-protection circumvention
devices. At the other end, we may provide the maximum protection by
expanding the scope of section 273 of the Copyright Ordinance to cover devices
or means designed to circumvent access control measures, stipulating that the
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act of circumventing a copy-protection or access control measures is unlawful,
and introducing criminal liability for al the aforementioned acts. In between,
there can be many possibilities. For instance, we may expand the scope of
section 273 of the Copyright Ordinance to cover access control measures and
do not provide for crimind liability. In al options, we will have to bear in
mind that any provision introduced against circumvention devices and the act of
circumvention should aim to protect copyright, should not go beyond it, and
should be commensurate with the extent of the problems of infringement
caused by circumvention activities.

Summary
6.9 Y our views are sought on the following issues —

(@ whether criminal sanctions against activities under section 273 of
the Copyright Ordinance as set out in paragraph 6.2 above should
be introduced;

(b) whether the scope of section 273 should be expanded to cover
devices or means designed to circumvent access control measures,
and whether criminal sanctions should be introduced for the
expanded section 273; and

(c) whether civil remedies and criminal sanctions against the act of
circumventing copy-protection measures and access control
measures should be introduced.
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Chapter 7

Rental Rights for Films

Background

7.1 Rental rights refer to the civil rights of a copyright owner to
authorize or restrict commercial rental of copies of his copyright works.
Under the Agreement on Trade Related Aspects of Intellectual Property Rights
(TRIPs) of the World Trade Organisation to which Hong Kong is a member, we
are required to provide rental rights to authors (and their successors in title) of
computer programs and sound recordings. Accordingly, we have provided
such rights to the copyright owners of computer programs and sound recordings
under the Copyright Ordinance’. This means that copyright owners of such
works may initiate civil proceedings under the Copyright Ordinance against any
party who conducts commercia rental of computer programs and sound
recordings without the permission of the copyright owners.

7.2 Under the TRIPs, we are not obliged to provide rental rights for
films unless the commercial rental of films has led to widespread copying of the
films which is meterially impairing the exclusive right of reproduction of the
films by the concerned authors and their successors in title.  When the
Copyright Ordinance was enacted in 1997, there was no evidence of such
widespread copying and material impairment. Having carefully balanced the
interests of the local film and video industries, the rental sector and the
consumers, we proposed and the Legidative Council agreed not to provide
rental rights for films. In the context of the Copyright Ordinance, films are
defined as recordings on any medium from which a moving image may by any
means be produced. These include, for example, movies, documentaries and
musical visual recordings such aslive concertsin DVD.

4 Under the Copyright Ordinance, the author of a work is regarded as the first copyright owner except in the
case of an employee work or commissioned works. In an employee work, the employer is the first copyright
owner subject to any contrary agreement. In a commissioned work, the ownership depends on the terms of
the contract concerned.
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7.3 We have received representations from the film ndustry pointing
out that commercial rental of films has impaired the interests of copyright
owners. This is because on one hand, copyright owners’ income from both
theatrical release of films and sale of DVDs and VCDs has been adversely
affected by the rental market and on the other hand, without the provision of
renta rights for films, copyright owners are not able to share the rental income
generated from their own copyright works. They have requested that rental
rights be given to copyright owners of films and criminal sanctions be imposed
on any act infringing such rental rights.

7.4 As a related issue, some copyright owners of the music industry
have specifically suggested that they should be able to enjoy renta rights in
respect of musical visual recordings (such as karaoke music discs) which are
regarded as films under the Copyright Ordinance, as they currently do in respect
of sound recordings.

7.5 Having regard to these representations and market developments
since the enactment of the rental rights provisions in the Copyright Ordinance,
we have decided to review the case for providing rental rights for films under
the Copyright Ordinance.

Consderations

7.6 In considering whether rental rights should be introduced to
copyright owners of films and if such rights should attract criminal sanctions, it
Is important to take account of the following factors and possible implications —

(@ introducing rental rights under the Copyright Ordinance for
copyright owners of films will enable copyright owners to restrict
the commercia rental of films by any person, including video
rental shops. Copyright owners may then introduce licensing
arrangements to authorize the commercial rental of the rental
versons of film. Such arrangements may include the payment of
licence fees and/or other terms and conditions. Commercial
rental of films by any person, including video rental shops, without
a licence from copyright owners would attract civil or criminal
liability under the Copyright Ordinance;
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(b)

(©)

(d)

©

(f)

(¢))

(h)

depending on whether the licence fees, if any, charged by
copyright owners will eventually be passed on to consumers,
consumers may have to pay a higher rental fee for films;

the renta income shared by copyright owners through the
collection of licence fees and a possible increase in income from
theatrical release of films and sale of DVDs/VCDs as a result of
better control of the rental market by copyright owners may
encourage more investments in the production of films and assist
the development of the local film industry;

we are not under an international obligation to introduce rental
rights for films unless commercial rental of films has led to
widespread copying of films to such an extent that materially
impairs the exclusive right of reproduction of copyright owners.
In other common law jurisdictions, there are no renta rights for
films in Australia, Canada, Singapore and the US whilst rental
rights for films exist and only civil remedies are provided in the
UK. At present, thereis still no indication that commercid rental
of films has led to widespread copying but the advance in
technology has made it possible for DVDs and VCDs to be copied
with no deterioration in quality;

rental rights for films, if introduced, will affect only commercia
rental of films and not rental of a non-commercial nature

the existing rental rights for computer programs and sound
recordings only confer civil rights on their copyright owners;

the infringement of rental rights, by its nature, does not involve
infringing copies. It should be noted that under the existing
Copyright Ordinance, the infringing acts that attract criminal
liability involve infringing copies of copyright works; and

as regards the specific case of musical visua recordings, some
common law jurisdictions, including Australia, Canada, Singapore,
the UK and the US, regard items such as live concerts in DVD as
films. Hence, the position of musical visua recordings in our
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Copyright Ordinance is consistent with that in other jurisdictions
I.e., treating them as a kind of films attracting the same set of
rights.

Summary
1.7 Y our views are sought on whether the Copyright Ordinance should
be amended to provide rental rights for copyright owners of films which include

musical visua recordings and whether such rights should attract criminal
sanctions.
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Chapter 8

I ssues Relating to the World Intellectual Property Organization
Internet Treaties

Background

8.1 The two treaties concluded by the World Intellectual Property
Organization (“WIPO")® in December 1996, namely, the WIPO Copyright
Treaty (‘WCT”) and WIPO Performances and Phonograms Treaty (‘WPPT”)
(collectively the “Internet Treaties”)°, am to update and improve the protection
of copyright and related rights to meet the chalenges of new digita
technologies. They clarify that the traditional right of reproduction continues
to apply in the digital environment, and that owners of rights can control
whether and how their creations are made available online to individual
consumers at atime and a place chosen by consumers. Specificaly, the WCT
covers literary and artistic works and the WPPT covers the rights of performers
and producers of phonograms.

Consderations

8.2 Currently, we do not have any internationa legal obligation to
implement the requirements of the treaties. Nonetheless, it would be desirable
to keep Hong Kong's intellectual property protection regime under review
vis-&vis international developments and consider the appropriateness of
reflecting those developments in our regime.

8.3 The existing Copyright Ordinance of Hong Kong is largely in
compliance with the requirements in the Internet Treaties. However, there are
still a few requirements which have yet to be incorporated in the Ordinance.
These requirements and the implications of incorporating them in our
Ordinance are described below.

® The World Intellectual Property Organization (WIPQO), being one of the 16 specialized agencies of the United
Nations system of organizations, is an international organization dedicated to promoting the use and
protection of works of intellectual property.

6 Signatoriesto the Internet Treaties are confined to sovereign states and Chinais not yet a party to the Treaties.
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WCT — granting of commercia rental rights to authors of underlying works in
phonograms

8.4 Article 7(1)(iii)) of the WCT provides for the granting of
commercial rental rights to authors of works embodied in phonograms.’
"Works' include not only the phonograms but also the underlying works in the
phonograms (e.g. music and song lyrics).  Under section 6(1) of the Copyright
Ordinance, phonograms are protected as “sound recordings’. While our
Copyright Ordinance provides commercia rental rights to copyright owners in
sound recordings®, there is no provision for granting rental rights to the owners
of the underlying works.

8.5 In considering whether commercial rental rights should be granted

to authors of underlying works, it is important to note that some authors of the

underlying works may hold out for payment in return for licensing their rights.
Other parties in the sound recording industry and sound recording rentd

industry, such as producers, records companies and rental shops, would then be

affected.

WPPT — granting of moral rights to performers of live aural performances or
performances fixed in phonograms

8.6 Article 5 of the WPPT deals with the morad rights of performers
over their performances’. In essence, this concerns a performer’s right to
clam to be identified as the performer of his performances (‘the attribution
right”), and to object to any distortion, mutilation or other modification of his

Article 7(1)(iii) WCT provides that authors of works embodied in phonograms, as determined in the national

law of Contracting Parties, shall enjoy the exclusive right of authorizing commercial rental to the public of
the originals or copies of their works.

Theright of acopyright owner to authorize the commercial rental to the public of computer program or sound
recording is provided in sections 22(1)(c) and 25 of the Copyright Ordinance (‘the Ordinance”). Section
25(1) of the Ordinance when read together with section 25(4) of the Ordinance prohibitsthe rental of both the
originals and copies of the computer program or sound recording without the authorization of copyright
OoWners.

Article 5(1) WPPT provides that “ Independently of a performer's economic rights, and even after the transfer
of those rights, the performer shall, as regards his live aural performances or performances fixed in
phonograms, have the right to claim to be identified as the performer of his performances, except where
omission is dictated by the manner of the use of the performance, and to object to any distortion, mutilation or
other modification of his performances that would be prejudicial to his reputation.”
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performances that would be prejudica to the reputation of the performer (‘the
integrity right”). At present, the attribution right and the integrity right in
relation to authors or film directors are protected under sections 89 to 95 of the
Copyright Ordinance'®. There is no provision for such rights in relation to
performers in our Copyright Ordinance.

8.7 In consdering whether moral rights should be granted to
performers, it is important to take into account the following factors and
possible implications —

(@ At present, some industries such as the recording industry in the
entertainment/performing sector, aready recognize the attribution
right as part of the industry practice. Hence, the distortion issue
(integrity right) may be of greater concern to the movie/recording
industry. In particular, the right may give performers the right to
object to cutting or editing of their aural performances before
commercia release.

(b)  Unlike economic rights, moral rights cannot be assigned outright.
That means from the producer's point of view, there is a group of
individuals who may retain some sort of control over the sound
recordings after completion.

(c) Notwithstanding the above, the Copyright Ordinance provides that
it is not an infringement of any of the mora rights of authors or
film directors to do any act to which the person entitled to the right
has consented™ and the consent can be in writing or oral, and be
express or implied. Mora rights may aso be waved by
instrument in writing signed by the person giving up the right™.
If performers are given the mora rights, consent and waiver of
rights should aso apply.

OAkin to the attribution right, there is also the right to prevent false attribution of authorship under section 96
of the Copyright Ordinance.

11This is provided under section 98(1) of the Copyright Ordinance.

1hisis provided under section 98(2) and 98(3) of the Copyright Ordinance.
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WPPT — granting of commercia rental rights to performers of their
performances fixed in phonograms

8.8 Article 9 of the WPPT provides for the granting of commercial
rental rights to performers over their performances fixed in phonograms, even
after the distribution of them by, or pursuant to authorization by, the performers.
There is no provisonfor granting such rights to performers in our Copyright
Ordinance.

8.9 In considering whether commercial renta rights should be granted
to performers over their performances fixed in phonograms, it is important to
take into account the following factors and possible implications —

(@ Insofar asthe performer is adso the copyright owner of the sound
recording, he has already been enjoying the exclusive right of
authorizing the commercia rental to the public of the original and
copies of his performances fixed in phonograms under section 25
of the Copyright Ordinance.

(b) The granting of commercia rental rights to performers over their
performances fixed in phonograms (even after the distribution of
them by, or pursuant to authorization by, the performers) may
mean that some performers would hold out for payment in return
for licensing their rights. Other parties in the recording industry
such as the producers and records companies would be affected.

WPPT — definitions of “performer” and “performance’

8.10 Article 2(@) of the WPPT provides that under the Treaty,
“performers’ refer to actors, singers, musicians, dancers, and other persons who
act, sing, dedliver, declam, play in, interpret, or otherwise perform literary or
artistic works or expressions of folklore.  Whilst the definitions of “performer”
and “ performance’ under our Copyright Ordinance largely correspond with this
definition, there is doubt about whether the performance by a performer of an
artistic work or expression of folklore is covered under the Ordinance.

811 We could consider amending the definitions of “performer” and
“performance’ in the Copyright Ordinance to make certain that any persons
who perform artistic works or expressions of folklore would aso be protected
under the Ordinance.
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Summary

8.12

@

(b)

(©)

(d)

Y our views are sought on whether we should —

grant commercia rental rights to authors of underlying works in
phonograms;

grant mora rights to performers with regard to ther live aural
performances or performances fixed in phonograms;

grant commercial rental rights to peformers over their
performances fixed in phonograms; and

amend the definitions of “performer” and “performance’ in the

Copyright Ordinance to make certain that they cover artistic works
and expressions of folklore.
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Appendix |

Sections 38 and 39 of the Copyright Ordinance (Cap 528)

Resear ch and private study

(1) Fair dedling with awork of any description for the purposes of research or
private study does not infringe any copyright in the work or, in the case of
a published edition, in the typographica arrangement.

2

(3)

Copying by a person other than the researcher or student himself is not fair
dedling if —

@

(b)

in the case of a librarian, or a person acting on behaf of a
librarian, he does anything which regulations under section 49
would not permit to be done under section 47 or 48 (articles or
parts of published works: restriction on multiple copies of same
material); or

in any other case, the person doing the copying knows or has
reason 0 believe that it will result in copies of substantialy the
same material being provided to more than one person a
substantially the same time and for substantially the same
purpose.

In determining whether any dealing with a work of any description isfair
dedling, the factors to be considered include —

@
(b)
()

the purpose and nature of the dealing;

the nature of the work; and

the amount and substantiality of the portion dealt with in relation
to the work as awhole,
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Section 39
Criticism, review and newsreporting

(1)

2

(3)

Fair dealing with a work for the purpose of criticism or review, of that or
another work or of a performance of a work, if it is accompanied by a
sufficient acknowledgement, does not infringe any copyright in the work
or, in the case of apublished edition, in the typographical arrangement.

Fair dealing with a work for the purpose of reporting current events, if
(subject to subsection (3)) it is accompanied by a sufficient
acknowledgement, does not infringe any copyright in the work.

No acknowledgement is required in connection with the reporting of

current events by means of a sound recording, film, broadcast or cable
programme.
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Appendix |1

List of Proposed Improvementson Certain “ Permitted Acts’
Provisionsin the Copyright Ordinance
following the Public Consultation Exercisein 2001

Permitted Actsfor Educational Purposes

To delete the word * passage’ in section 45

To extend the existing permitted acts in sections 41 and 45 related to
copying of works to alow for uploading an insubstantial part of a work to
the school Intranet for limited access within the school

To remove the existing restriction that the permitted acts under sections 44
and 45 will not be permitted if there are relevant licensing schemes
granting authorizations for the works concerned

Permitted Actsfor Visually Impaired Persons

To introduce a statutory exemption for making specialized formats of
printed works by non-profit-making bodies exclusively for persons with a
“print disability”

To remove the existing restriction in section 83 that the permitted act of
making sub-titled television broadcasts or cable programmes for people
with a physica or mental disability will not be permitted if there are
relevant licensing schemes granting authorizations

Permitted Actsrelated to Free Public Showing or Playing of Broadcasts or
Cable Programmes

To provide exemption for guest rooms of hotels and exemption for public
transport provided that the broadcast is played predominantly for the driver
to have access to public information
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To extend the existing exemption in section 81 to cover al public places
where broadcasts or cable programmes are shown or played except where
goods or services are supplied at prices which are substantially attributable

to the facilities afforded for seeing or hearing the broadcasts or
programmes
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SUMMARY

The Government would like to hear the views of the public on the

end-user crimina liability, copyright exemption and a number of other
provisions in the Copyright Ordinance as outlined in this consultation document.
In summary, we would like to invite views on —

1. Copyright Exemption

@

(b)

(d)

whether a quantitative test should be introduced in the Hong Kong
Copyright Ordinance to determine if the act of copying for research
or private study purposesisfair dealing;

whether anon-exhaustive regime of copyright exemption based on
the principles of fair dealing should be introduced in Hong Kong or
whether we should maintain the current approach of exhaustively
listing all the copyright exempted acts;

If it is conddered that a non-exhaustive regime based on the
principles of fair dealing should be adopted, what the essential
elements should be and

If it is considered that the current approach of exhaustively listing all
the exemptions should be maintained, whether and how the current
list of exemptions should be expanded bearing in mind a possible
expansion in the scope of end-user crimina liability (see Chapter 2).

Scope of Criminal Provisons Related to End-user Piracy

Whether and how the scope of end-user crimina liability should be
expanded to cover more types of copyright work in addition to computer
programs, movies, television dramas and musical recordings.

End-user Liability Associated with Parallel |mported Copies

(@ whether the existing criminal and civil liability pertaining to parallel

imported copies should be relaxed,;
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(b) the extent to which the liability should be relaxed; and

(c) whether the existing period during which parallel imported copies
will attract criminal and civil liability should be shortened, and if so,
for how long.

Defence for Employees against End-user Crimina Liability

(@ whether specific defence should be provided to employees found in
possession of infringing copies provided by their employers for use
in the course of their employment;

(b) the proposed employee defence as described in paragraph 4.2 of
Chapter 4;

(c) the suggestion of some copyright owners in the software industry as
described in paragraph 4.4 of Chapter 4; and

(d) other means to address the concerns about the impact of the end-user
crimina liability on employees required by their employers to use
Infringing copies.

Proof of Infringing Copies of Computer Programs in End-user Piracy
Cases

How the proof of infringing copies of computer programs may be
facilitated in order to enhance effective enforcement of the end-user
criminal liability provisions.

Circumvention of Technological Measures for Copyright Protection

(8 whether crimina sanctions against activities under section 273 of the
Copyright Ordinance as set out in paragraph 6.2 of Chapter 6 should
be introduced,;

(b) whether the scope of section 273 should be expanded to cover
devices or means designed to circumvent access control measures,
and whether crimina sanctions should be introduced for the
expanded section 273; and
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(c) whether civil remedies and crimina sanctions against the act of
circumventing copy-protection measures and access control measures
should be introduced.

Renta Rights for Films

Whether the Copyright Ordinance should be amended to provide rental
rights for copyright owners of films which include musical visual
recordings and whether such rights should attract criminal sanctions.

Issues Relating to the World Intellectual Property Organization Internet
Treaties

(& whether we should grant commercia rental rights to authors of
underlying works in phonograms;

(b) whether we should grant mora rights to performers with regard to
their live aura performances or performances fixed in phonograms;

(c) whether we should grant commercial rental rights to performers over
their performances fixed in phonograms; and

(d) whether we should amend the definitions of “performer” and

“performance’ in the Copyright Ordinance to make certain that they
cover artistic works and expressions of folklore.
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