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Letter to Shareholders 
 

April 25, 2014 
 
 
Dear Rightscorp Shareholders: 
 

I would like to extend a warm welcome to all of our new investors that 
have joined Rightscorp since we went public in October 2013. In these past few 
months we have achieved many milestones in the development of our Company. 
Our going-public transaction transformed Rightscorp from a private entity into a 
publicly traded Company, and with it we received a commitment for $2 million in 
equity capital to support our operational growth. 
 

Online copyright infringement is a multi-billion dollar problem to holders of 
copyrighted property in many industries. The music industry alone has suffered 
from annual sales decline from over $12 billion to roughly $7 billion, which is 
widely attributed to illegal downloading. This problem has spread to other 
industries including film, subscriber TV, video games, book publishing, and 
software. Furthermore, with the advent of new technologies and apps intended to 
unlawfully violate copyrighted content, rights holders are now actively seeking 
protection of their digital assets. 
 

Rightscorp has established itself as the only viable solution to the multi-
billion dollar issue of peer-to-peer copyright infringement. Our authorized 
copyright catalog now contains more than 1,500,000 titles, including award-
winning films, top 10 TV shows, a bestselling author and 13 songs on the 
Billboard Hot 100. We expanded our global reach to pursue our business model 
in Canada, a region that has reported a particularly high level of Internet piracy. 
We have also filed patents in Europe, China, Israel, Japan, Brazil, and India. 
Settlement payments have now been received from subscribers of more than 60 
ISPs representing over 15% of U.S. Internet subscribers. As of today, Rightscorp 
has successfully closed more than 65,000 cases of copyright infringement, 
making us by far the most effective solution in the market. 
   

Our accomplishments are also reflected through our financial 
achievements. In March of this year, we reported our ninth consecutive quarter of 
double-digit revenue growth. Revenues for 2013 more than tripled to $324,000 
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from $95,565 in 2012. Sequentially, our revenues grew 132% from the third 
quarter 2013 to the fourth quarter 2013 with the ramp up in strong momentum 
resulting from our increase in ingestion rates, which is defined by the number of 
copyrights we can upload into our system. We believe we are still in the opening 
act of what will prove to be a long-term multi-billion dollar opportunity. 
 
Industry Losses Due Illegal Consumption 
 

Rampant illegal consumption of copyrighted property affects the backers 
and creators of content. The problem that began in the music industry ten years 
ago has spread to various industries including film, TV, software, games, 
newspapers, books, and photos. An analysis by the Institute for Policy Innovation 
concludes that global music file sharing causes $12.5 billion in economic losses 
every year, including 71,060 lost American jobs, $2.7 billion in lost workers' 
earnings and a loss of $422 million in tax revenues as well as additional 
consequences from the economic ripple effect. Since 1999 when Napster, the 
first widely-used peer-to-peer (P2P) digital piracy site, emerged, music sales in 
the U.S. have been cut in half from $14.6 billion to $7.0 billion in 2013. This issue 
is escalating-- from 2004 through 2009, according to the RIAA, approximately 30 
billion songs were illegally downloaded on these peer-to-peer networks. Since 
then, piracy has continued to grow exponentially. Frontier Economics estimated 
that U.S. Internet users consume between $7-$30 billion of digitally pirated 
recorded music, dwarfing the $3 billion legal download market. 
 

Music is not the only industry devastated by digital piracy. The Motion 
Picture Association of America (MPAA) found that piracy was costing movie 
studios $6.1 billion a year. The book publishing industry has also been affected. 
Rightscorp is already in discussions with major authors, publishers, and industry 
organizations on protecting and monetizing their assets. Sales of eBooks, which 
started to gain traction in 2007 when Amazon released the Kindle, reached $3 
billion in the U.S. in 2012 and PricewaterhouseCoopers expects sales to grow to 
$8.2 billion by 2017, bypassing print book sales. 
 
Rightscorp’s Solution - Creating Value for Our Shareholders 
 

Rightscorp’s game-changing solution to the problem of multi-billion dollar 
digital theft provides monetary remedies to the holders of violated copyrights. The 
industry has tried to combat peer-to-peer copyright infringement through various 
technologies, none of which have been effective at mitigating this problem and 
none have presented an effective solution to collect lost revenue. At Rightscorp, 
our unique proprietary patent-pending technology crawls the internet, identifies 
repeat infringers of copyrighted material, alerts the ISPs who then forward a letter 
warning infringers that they could be liable for $150,000 in damages and provides 
a link to a reasonable $20 settlement offer per infringement. If the infringer 
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accepts the settlement, our automated system sends half of the payment to the 
copyright holder. Repeat infringers have seen their service terminated by their 
ISPs for non-payment of Rightscorp notices. Our technology is unique – while 
other technologies identify illegal downloaders, our technology is the only one in 
the market that detects, tracks, and documents repeat infringers. To date, we 
have closed over 65,000 cases of copyright infringement.  
 

ISPs have solid motivation to participate with Rightscorp. Under the Digital 
Millennium Copyright Act (DMCA), an ISP has safe harbor protection against 
lawsuits with clients participating in illegal file sharing activities on its network, 
only if it has a policy for terminating repeat infringers. Additionally, illegal 
downloading consumes roughly 42% of internet upstream bandwidth in the U.S., 
clogging the broadband networks and creating a need for additional ongoing 
capital expenditures. A recent internal study showed ISPs not utilizing 
Rightscorp's monetization service experienced 364% more copyright 
infringement on their networks versus those that participate with Rightscorp. 
 

In just a short period, we have managed to expand our footprint quite 
rapidly within all industries that encompass digital assets. We will continue to 
build our copyright representation as well as increase our ingestion rates, which 
directly affect the financial growth of the Company. 
 
Vast Market Opportunity  
 

We estimate the market opportunity for Rightscorp is well over $2.3 billion. 
This number is the estimated annual revenue if we ingest all 27 million copyrights 
for music, film, and books and had participation from all 1,800 ISPs in the U.S., 
assuming our current average annual revenue of $13 per copyright. We are 
confident that as market awareness of our technology grows, so will our annual 
revenue per copyright. Further support for these figures is evidenced by the fact 
that the American Society of Composers and Performers (ASCAP), which 
protects the rights of its members, generates an estimated $2 billion annually 
from licensing and distributing royalties for the public performances of their 
copyrighted works. As new forms of content become consumed through digitized 
downloads – books and magazines for example – we expect the prospect for the 
growth of Rightscorp to increase. 
 
Growth and Achievements in 2013 
 
In 2013, we experienced a material increase in many aspects of the internal 
metrics that drive our business. We recently announced the acceleration of the 
copyright ingestion rate by 400% and this driver continues to increase. From 
December 2012, we increased the number of copyrights we collect on from 7,500 
to over 40,000 at the end of 2013. This number was driven by the fact that in late 
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2013, we expanded our authorized copyright catalog from under 20,000 to more 
than 1,500,000. The number of participating ISPs continues to increase, growing 
from 24 in late 2011 to 60 at last count. We estimate that we now have 
participation from ISPs covering roughly 15% of the US population.   
 
Revenue Sources 
 

Four primary levers drive our revenue growth. Many of these drivers work in 
conjunction with each other to create a multiplier effect on our revenues, growth, 
and profitability. These drivers are: 
 

• Copyright ingestion  
• Our authorization copyright catalog  
• The number of participating ISPs  
• Settlement with infringers  

Our ingestion rate is the single biggest driver of our near-term growth 
potential and one that we feel the Company has direct control over. At the end of 
2013, we had 40,000 copyrights ingested. However, we have authorization to 
collect on 1.5 million copyrights. Thus, we can increase the copyrights in our 
system by a staggering 37x without adding a single copyright authorization to our 
catalog. We have grown our team, which is working to further automate our 
technology to upload the digital signatures of the entire catalog.  
 

We are expanding our business with existing copyright holders and adding 
new clients everyday as owners see the unique value in our monetization model. 
In late 2013, a major customer of ours expanded services with us, authorizing 
Rightscorp to monetize its entire catalog of 1,500,000 music copyrights. We have 
also recently signed multiple large copyright holders, including several in the film 
and home video market, and are in talks with major industry players representing 
over 16 million additional copyrights.  
 

Our acceptance from ISPs is also gaining momentum. Last year, we more 
than doubled the number of participating ISPs to 60. This represents a 50% 
increase in the number of U.S. households covered from 10% to roughly 15%. As 
more and more ISPs see the value in our service such as reduced costs, reduced 
liability and a reduction in bandwidth costs, we think they will join with us, thus 
increasing our penetration, growth, and value to our clients.  
 

We believe our fourth growth driver – increasing the settlements of infringers 
– will grow along with public awareness on the potential large liability associated 
with peer-to-peer copyright infringement. Frequent media accounts of infringers  
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losing cases worth thousands and millions of dollars in legal settlements for 
illegally downloading music make our $20 settlement offering fair and compelling.   
 

The business model for the growth of this Company is simple when you 
boil it down – the revenues of Rightscorp are directly driven by the number of 
copyrights in our system and the number of participating ISPs. These factors 
then result in the increasing number of settlements we receive from infringers.    
 

Much of the attraction and value of our unique copyright monetization 
process rests in the scalability of our business model. Once we have uploaded a 
copyright into our system, we can leverage it as we add ISPs and increase 
settlements with infringers. Rightscorp is a relatively new Company and already 
we have ISPs participating that represent roughly 15% of the U.S. population. 
While this is a solid accomplishment, we still have room to grow. Therefore, as 
we scale up our participating ISPs and increase the amount of copyrights we 
represent, the revenue increases and our margins can expand greatly. We look 
forward to continuing our growth trend and driving towards solid profitability. 
 

In closing, I want to thank our early investors and our newer shareholders 
for their commitment to Rightscorp. I urge you to track our growth as we continue 
to advance our penetration into this multi-billion dollar opportunity.  
 
 
 

Sincerely, 
 
 
 

Christopher Sabec 
CEO 

 


