
Treas. Reg. §1.861-18(h), Example 2 Shrink-Wrap License  Sold Over Internet 

Treated as Copyrighted Article

(i)Facts. The facts are the same as those in Example 1, except that instead of selling disks, Corp A, the U.S. corporation, decides 

to make Program X available, for a fee, on a World Wide Web home page on the Internet. P, the Country Z resident, in return 

for payment made to Corp A, downloads Program X (via modem) onto the hard drive of his computer. As part of the electronic 

communication, P signifies his assent to a license agreement with terms identical to those in Example 1, except that in this case 

P may make a back-up copy of the program on to a disk. 

(ii)Analysis. 

(A) None of the copyright rights described in paragraph (c)(2) of this section have passed to P. Although P did not buy a physical 

copy of the disk with the program on it, paragraph (g)(2) of this section provides that the means of transferring the program is 

irrelevant. Therefore, P has acquired a copyrighted article. 

(B) As in Example 1, P is properly treated as the owner of a copyrighted article. Therefore, under paragraph (f)(2) of this section, 

there has been a sale of a copyrighted article rather than the grant of a lease.
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