COST ESTIMATE

‘ \ CONGRESSIONAL BUDGET OFFICE

August 17, 2004

H.R. 4586
Family Movie Act of 2004

As ordered reported by the House Committee on the Judiciary on July 21, 2004

H.R. 4586 would specify that technology used to filter certain material out of movies for
private viewing would not constitute a violation of copyright or trademark law. CBO
estimates that implementing H.R. 4586 would have no effect on federal spending.

H.R. 4586 contains no intergovernmental mandates as defined in the Unfunded Mandates
Reform Act (UMRA) and would not affect the budgets of state, local, or tribal governments.

H.R. 4586 would impose private-sector mandates as defined in UMRA. CBO estimates that
the direct cost of the mandates would fall well below the annual threshold established by
UMRA for private-sector mandates ($120 million in 2004, adjusted annually for inflation).

First, the bill would impose a private-sector mandate on copyright owners. The bill would
limit the right of copyright owners to collect compensation under copyright law from persons
using or manufacturing a technology that enables making limited changes to a motion picture
for a private home viewing. According to testimony from the Patent and Trademark Office
and other sources, no such compensation is currently received by copyright owners.
Therefore, CBO estimates that the direct cost of the mandate, measured as net income
forgone, would be small or zero.

Second, the bill also would impose a private-sector mandate on manufacturers, licensees, and
licensors of technology that enables the making of limited portions of audio or video content
of a motion picture imperceptible. Such manufacturers, licensees, or licensors would be
required to ensure that the technology provides a clear and conspicuous notice that the
performance of the motion picture is altered from the performance intended by the director
or copyright holder of the motion picture. Complying with the mandate would exempt such
manufacturers, licensees, or licensors from liability under section 32 of the Trademark Act
of 1946. The direct cost of the mandate on those private-sector entities would be the total
cost of providing the notice less the direct savings achieved by limiting their liability. CBO
has no basis for determining the direct savings for the exemption from trademark liability.
However, according to government and other sources, the technology to provide the required



notice is readily available and is currently used by some manufacturers. Thus, CBO expects
the direct cost to comply with the mandate, if any, would be minimal.

The CBO staff contacts for this estimate are Melissa E. Zimmerman (for federal costs) and
Paige Piper/Bach (for the private-sector impact). The estimate was approved by Peter H.
Fontaine, Deputy Assistant Director for Budget Analysis.



