Case 2:03-cv-00294-DAK-BCW  Document 746-2  Filed 08/18/2006 Page 1 of 54

EXHIBIT 4




Filed 08/18/2006 Page 2 of 54

Case 2:03-cv-00294-DAK-BCW  Document 746-2

2672004 Motion Hearing February §, 2004 262004 Mofton Haaring Febiuary 6, 2004

IN THR TMITRD STATES DISTRICT COURT 1 February 6, 2004 10100 a.m.
DISTRICY OF UTAH -3 PROCERDINRGSH
CENTRAL DIVISION 2 THE COURT: Good morning, ladiss and gentiemen.
THE §.C.0. GRCOUP, INC., ) 4 MR. MARRIOTT: Good marndpg, Your Bopor.
a Dalayare corporatipn, } 5 THE CQURT: Going forward this morning in the
Plaintiff, } 6 matter of §.C.0. versus I.B.M., apd mey I ask counsel for the
va. ] CASE NO. 03-CV-294DK 7 Tegpective parties to make their appearances, please.
TNTHREATIGNAL BUEINESS ) 8 Mit. HATCH: Your Honmor, Breust Eatch and Mark Helse
MACHINES, a New York ) 9 and Eevin McBride for the plajntiffs. the B.C.0. @roup.
corporation, ) 19 MR. MARRIOTT: Youwr Homor, David Marriott fox
Defendant. . } 1t I.B.M. With me are Todd Schaughnessy, Chris Chow and Aoy
. i 12 Sorenson.
BHPORE THE HONORABLE BROOKE . WELLS .13 THE COURY: Thank you.
------------------------------------ e 14 ‘Ladies and gentlemen, the record should reflect that
February 6, 2004 15 I requested o meet with counsel in chambers for the puxposes
Motion Bearing 16 of determining thoge issues which would be addressed this
17  morning, and I believe we have guccessfully identified bow we
1B are going to do that.
19 First it would be my request that we go forward to
20 hear argument as to whether or not 5.C.0. has complied in
21 accordance with the Court order of December 12th, and what if
22 any isafuxes meed to be acdresged or action taken with regard
23 to that.
24 Secondarily, we will address S.C.0.'s motions for
3
2i8i2004 Motion Hearlng Febroary §, 2004 ' 2/6/2004 Motian Hesring February &, 2004
APPEARANCES 1 reciporical discovery.
For Plaintirr: BRENT HATCH 2 8¢, given that circumstance then, Mr, Merziott, 4o
10 weat Broadway 3 you wish to go forward and address the issue of whether or mot
Buite 400 A4 $-0.0. has couplied with the Court's order?
Salt Laxe City, Utah 5 ‘MR. MARRIOTT: Yes, Your Homor.
MARK . HEISE 5 Thank you, Your Homor. The simple answer to Your
100 Southeast  Second -Street 7 Bonor's question as to whether the §.C.0. Group has complied
Suite 2800 8 with the Court’s oxdexr ig that the 8.C.0. Sroup has not
Miawd, Florida ] chaplisd, ‘four Honor, as we lay out in the submissions tbat we
KEVIN McBRIDR 10 sadk to the Court yesterday afteroon.
For Delendant. DAYID R, MARRTIOTT 11 A8 Tour Honor knows :the Court ordersd £.C.0. by
Worldwide Plaza 1z Janphry 12th to provide domments respongive to I.B.M.8
‘825 gighth Avenue i1 docuisent request and to provide ful} and detalled and complete
New York, New Yoxk 14  puswers £o0 I.B.M.‘'s interrogatories. Theve ie I think no
70D SCHARHANESSY 15 digpute, “Your Homor, that the $.C.0. Group bas mot provided
CHRIS KAO 16  all of the dogumenty that ave responsive tp I.E.M.'s dlgcovery
RMY SORBESON 17 requasts, and that is reflected in correspondance batween
15 wart South Templée e couusel whick im an attaciment to our submiswicn of yasterday.
Suite 1200 as MOST notably perbape, Your Nopor, 1s that the B.C.0.
Gateway Tower Nest 20 group has ackpowledged that it haw yot to produce docamencs
Salt Lake City, Utah 2 from approximately 20 of the custodians of responsive
22 docunents, and to Zate 4n the cass it is my understanding,
23 Your Eomor, that the company has produced doo s Trom the
24 Files of ooly 20. So abdut bslf of the custodians have yet to

as

have their documents produced in the litigation.
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8o, yes, Youxr Honor, there ip mo question that
additional documents ware produced. We do not dispute that.
We appreciate that. But as to whether or not the 5.C.0. Grotp
hag cofplied with the ordexr I think the answer as to documents
is that it did not.

THE COURT: Assuming that I were to find that it
had not, what are you suggasting should occur?

MR, MARRIOTT: 7T think what Your Homor should d¢ in
that regard is to, in congultation with $.C.0., determine by
what date ¥ bope in the reasonable and iwminent futyre they
can comply with the request and order them to do that by that
date.

How, with respect Itu the intesrrogatories, Your
‘Honor, as yom know when we were last here wa explained that as
we understand and then understood the S.C.0. case, their
theory .of the case was that Y¥.B.M. had taken code from Unix
Sysatem Pive and dumpsd that code into the Limpx Sperating
gystem. We asked the Court t© require them to identify by
file and ‘line of code, what it is they say we took from Unix
System Five, and wherse it iz exactly in Lirmux that they say
that wa put that. ¥our Hohor ordered them to do that.

In respopse to that onder, 8.C.C. does essentially
three things. First, Your Henor, they abandon any claim that
I.B.M. mipappropriated any trade secrets. They fall to clte a

single trade sacret allegedly misappropriated by I.B.M.

2/8/2004 Molion Hearing February 6, 2604

Second, they fail to identify a single line of Tnix
System Five code which I.B.M. 18 alleged to have dumped into
Linux. Third, what they do ia they clarify their theory of
the case. The theory of the case appears to ba, Your Honor,
from the supplemental submisgions, not that I.B.M. dnmped code
from Unix System Pive inte Xdpux, but rather that I.B.M. |:'odl:
code out of its fiavor of Dnix kmown as A.I.X. avd Dynix, ang
dunped that gode into the Linux operating system.

Row, specifically S.C.0. identifiex 17 files, parts
of 17 f£iles, which it says were improperly contyibuted. With
ragpect to sy of the Iines of code in thoas 17 files they
properly identify which lins it i they say we took fxom
A.I.X. or Pynix and where it is they gay we put it in the
Limx operating system. With respect to many the disclosure
iz I thipk sufficient. There apé, mavertheless, a mumber of
files as to which they have not properly identified the lines
of code which they say were misappropriated, and we would like
‘to have them do thav,

More fundamenta]ly, Your Honbr, .we asked 1in ocuy
interrogatorier in at least EEVEn different SpOte £0r them to
link up the A.L.%. Dynix code whick they say we dumped into
Limx with the System Five cpde from which they say it is
‘derived. The theory heiw appesrs £o'be, Your HoQor, that
‘I.B.M. cannot properly contribute coda from A.I.X. or Dynix

even if it is its own bome grown code, 12 it ever at -some
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point iz time touched the A.I.X. or Dynix operating systew.
the notion is, Your Bomor, that somehbow I.B .M. is
prohibitsd from ¢iscloeing that code becsupe ic derives it in
sooeway Erom Unix Systen Pive. Mbat we asked for in cur
responses 6 that they tell us, if that is the theory, exactly
where it is in Tnix System Five that that eoda derives frow.
Now, if it is the 5.C.0. Group's position, Your Honor, that
tha ‘17 or so files which they szy we dumped from A.I.X. OF
pynix into Limx do not derive from Toeix System Five, they are
not derxivative works of Unix System Five, theu thay Deed
mayely tell us and ench of our concern with respect to this
ispue will disappear. But it {s bot at least my
underptanding, Your .Honor, that that ic their ppsition.
Insofar as it is not their positicn we want to know exactly
what line of code thewse 17 files, or whatever filss in the
future they identify, are supposad to have derived from.

n addition, Your Honor, the interrocgatories that we
propounded asked 8.€.0,, end I think in very clear terms, and
this is in interrogatories 12 and 13, to identify exactly what
it is in Ldnux that they contend they have rights to.
Irrespective of whether or not I.B.M. is supposed to bave
contributed this code to Limx, and that matters not just for
the cage agaipst I.B.M. but also for cur counterciaims against
the §.C.Q. Group. We agked them to identify that, Your Bonor,

m what we have gotten is an answer that says, with respact

2i6/2004 Mation Hearing February 6, 2004
to 17 Eiles we own those and we may own some other ocnes, but
there might be all kinds of other codes in Linux ‘to whick we
¢laim we have rights, but they won't tell us what Chat code
‘is. We don't have a definitive statement as to this open
operating system, Your Hoapy, which they have tomplete access
to. ¥é dan*t have a statement that says thope are the lines
of code that we own, and rhoge are the only lines of code that
wh Owp .

Iostead whiat we have is a statement that says we owp
Aheoe and we thirnk we might cwn scoe pther opes, and then we
get m list of a score of companies which they say might bave
contributed code and, therefore, they wmay have addificaal
rights in Linox, but they wom't tell us what those righis ace.

e apked, ‘Your Homor, that they categoricadly tell
ug with regpect to what they clzim they have rights in in
Lioux. Did wa or did we oot infyinge rhat? We have been tolg
that we infringed some, but they will not and have not told ne

‘but you gon't infringe the rest, and we think wa are sttitled

to a statement as to an open operating system that sither we
infringed fhe code in Linux or we don't, and if we do eunctly
what code 1s it.

Furthermore, we asked that they tell us with respect
o a1l of the code in Lisux-to which they comtend they have
rights, simctly whather they distyibuted the cofe or mada it
svmilable over the intexnét or gave it to somsbody elss, and T
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think he get about two gentences which purport to describe the
extent to which they have disclosed it, and we don't think
that descrxiption even with its refersnce to some invoices is
enough,

Finally, Your Houor, what T would say is that what
is particularly troubling to us is that we are being told that
there are 17 files from A.T.X, or Dynix that we improperly
contributed. And yet as Your BEomor I belisve is aware and as
we lay out in onr submission, the ‘company C.8.0. is publicly
making statementd £O The effect that there are roughly a
million lines of code to which I.B.M. is tiad, whatevex
axactly that means. We want to now, Your Honor, if there is
anything other thian those 17 files, which we're suppoded to
have done something with, what exactly is it.

That, Your Honor, is not an exhaustive recitation of
the shortcomings in the response. Those are the most
importast ones. The other ones can be found in the
correspondence with counsel.

I think what Your Hopor should do with respect to
the interrogatories is to order the B8.C.b5. Group to again
within some I hope short term time frame provide the
additional irformaticn which we have requested. Certainiy
with respect to the guegtion of whether these lines of code
tie to Unix System Five, and if they contend that tbey do tell

us Iin uwnequivocal terms that the fileg that we're gald to have

2062004 Moton Hesring Februaty 8, 2004
contributed do ‘not derive from and are not derivative works of
Unix Syptem Five.

Thank you, Your Honor.

THE COURT: Mr. Marriott, I am wondering 1f during
the remindex of the bearing if you could perbaps ask gomeone
with you to make a bandwritten summary list of those Lhings,
speci ficaily. .

MR, MARRIOTT: I can do that, Your Homor. Thank
you.

TRE (OURT: Thank you.

MR. HEISE: Good moruing, Your Honor.

THE COURT: Good Morning.

'MR. HRISR: Mark Helse, Bolas, Schillar & Flaxper
on bebalf of the 85.C.0. Group.

‘With respect to this first issue of cooplianeg with
this Court's order requiring the supplesental interrogatcries
-and ri ts for profuctipn, at the last hearing virtusily the
extire time wad gpent .cn the interrbgatories sd I am going to
focus my attection on the intexrogatories.

We filed our intérrogatory answers that supplemented
and they exhaustively detailed the improper contributions that
I1.B,M. bas made to Iimsx. Om Monday I.B.M. Beut to me a
letter detailing what they thonght were deficiencies in it.
And ot Weds day 1

ded tO that, both of shich are in the

package that I.B.M. provided to yon I bhelieva it was
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yesterday. In there we have datailed why it is what they are
agking for in this next round of supplemental answer® is, A,
‘not whit whs asked for in the guestions amd, B, not at all
appropriste in light of what this case is about.

when they filed their responses or their report on
the cowpliance yesterday, it appeared ‘to me that they warsa
abandoning their nditpicking points that they raigeq in their
letter, which I will be glad ro address in detail because we
have in fact anpwered thope guestions. I did detall thac in
our X dated Feb ry 4th.

THE COURT: You can choose to say whatever you wish
within your fime censtraints.

MR. HEISE: I understand, dudge. Thank you.

Hith respect to tha overviding lésue that I.B.M. has
pregented to the Court, it 4s that 5.C.0. has somehow failed
to identify line for line codes of System Five code that was
licensed .to them that I.B.M. bas put into Linux. That is not
and hasg pot and will not bs this case at thia point.

As I started to allude to in chambers, Your Honor,
tha fundamental reaswon why that information 48 ot relevant
and ig not provided is because of section 2.01 of the license
agreement. Fn 1945 I.B.M. made a commitment that they would
get this operating system called Unix System Pive Erom ATET
and they would agree Lo those termg, One of the most

gighificant terms of that is found in 2.01. It say® that they

T+

212004 Wotion Hearing February §, 2004

have the right ‘to use Unix System Five amd, in facry, they have
mora than that. They hava the right to modify it and they
bave the right to create derivative works. I am reading from
the bottow part of 2.01 that is in bold. The important
limitation i that pn that Unix System Five Code, on the
modifications to it and the derivatiwve works to it, they mat
‘treat it ab part of the original software product.

And them the lLicense a_gree-enthwdnnlltdm
to what they can or camnot &0 with the original Systes Flve
code or thelr modifications or dexivatives. Their
modifications and derivatives are called A.I.X. and Dynix,
They are rpquirud to keep them for their own intermal businass
purposes and keep them confidential and not give them wway.

That im in fact what rhey have done as we have set
forth io the neit page of the exhibit. They have taken their
mdification or derivative known as A.I.X. ox Dynix, and they
‘have contributed it to Lirux ellowlng Linuk to A0w becooe an
entexprise corporates use of .this operating systam. In the
sbesence of that it wouldn't have gotten thers, but theze cad
be no -guestion, apd you have not heard X,.B.M. come up herw and
say, iJudge, -we bave not contributed A.TI.X. and we bawve bot
contriboted Dynix, They have in fact, amd thwy have publicly

copying of exsct h.I_X. #ad exact Dynix code. They ara
prohibited onder this contract from doing so.
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If Your Bonor thinks of it as a ladder with the
first ten steps beingy Unix Syatew Five, because let thers be
no doubt, there axe over 1,000 riles in A.IX. that are
atbtxibutable to ATET. 2b in that A.I.X. core therg ip that
platform, thoge first ten mungs of the ladler. What they have
dope ie they bave created their Flavor of their versiom of
that operating system cﬂ:?.led A.I.X. br Dynix, and that is now
rungg Il through 20. Théy are saying in rung 16 ycn;—'ru ot
shkowing me the Dnix System Five Coda. That is not what thip
case 1 about. This case is exactly about what is sst forth
in 2.01. You can't take -the Byatem Five code aid you canit
take your derivatives or your modifications.

If thay want to come in hére and say, but rhoge
derivatives or modifications cams frok somewbere slsa and they
were wholly created by us, then ypu know what, they have o
prove it. It ie not good enough £or hdg blue to come in and
say that.

THE GOURT: Mr. Meige, I think you'rp arguing the
werits more than the scope 6f thig hearing.

MR. HEISE: The reacon I am maybe going more inte
the merite than I probably should in fromt of Your Honor, is
it directly ties into the adequacy of these interrogatory
ansawers. The interxugatory detail exh {vely the

contributione of A.I.X. and Dynix that were mads in there,

Thexe is no dimpute about that,
13

262004 Motion-Haaring February 6, 2004
] They then in this letter that they wrote earlier
this week sald, well; you didn't identify thwe lina for lina
matching in evary single place, There are two times when we
aid not dp that in onx 8 to 1
takle A of our interrogatories wirdch we identified wight

fen. One jse in

different files and we said the copying i3 complete
throughout., We are not mptching up the lines and I gave on
example of that in the dewonstrative aides when it says
copying of Dynix slash jnko Lintx, and you can gek the wel oo
the right iz axactly the sama as the red on the left, and that
is line for lins copying. So that is the one instanca in omr
interrogatory answers where we adnittedly said in there it is
thrpughout. We are not identifying lines here.

‘The other pliace wherd we &id mot identify the line
for live copying are for certain tachnologiss kmown as
asychromous input ourput amd for geatter gather input ana

cutput. There i a very & 1 B o be

able ‘to do the line Tor line matching we naad to haye their
source code. They have given us zexd A.I.X. and two C.D,'s of
Dynix.

THE COURT: But the requirement of the Couxt is
that you provide those source codes.

ME. BRISE: X think there is a ‘fundamental
misupderstanding and let me explain why.

" With vespect to thess other techmologics tiat they
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have publicly acknowledged that they have cootributed, they
have laid oot bow it is thar they have cogtributed it, and it
was a part of X.I.X. or Dyalkx, an2 what they are saying is
%how ug the lines. Thot is the equivalent of saying I -am pot
going to phow ypu the bouk that containg all of these lines of
code, therefore, all we can do 1s say it ip frow A XX, or
Dynix sud you have geid it is and we have idencified bow it in
and why we bslieve it is in fact Exom A.I.X. -or Dymix. But tor
git here and say to us whén they have not given us thelr
souicn code, and thelr source code is what is matched up —-

THE COURT: This is about your response and
cowpliance with the Court order.

MR. HEISE: I understand that.

We bave given the technology based upon the
information we have. The answers to interrogatories that they
are complaining say, yes, but for those given tecimologies you
have not identified the specific lines. What we have said in
pur apswers to interrogatorias is we can't identify those
epecttic lines becanss it comes froa your confidential code
which we don't have acceseé to yer.

THE COURT: Mr. Heime, this is tha problem. The
problem is that wnless you identify those codes, which was
required by the Court order »-

MR. HEISE: Which we 3id.

THE COURT: ~-- then I.B.M. is not in a positiem

18
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necessarily to respond, Tthe way I ges it. So we are at an
impasse and we can’t be at an impasos and have the case remin
at a standstill. That i why thare is an order in place that
8.C.0. hag begn required to cowply with, so that T might then
addresp -what I.B.M. bas to comply with.

MR, HEYSH: But I'm trylng to stay focussed on omr
compliance.

‘I guesg maybe a way to explain it, is in the
technologles that they bave contributed, let's say in aungs 15

and 16, that is not from us. That is wot ouxr Unix Systex rive

¢ode. That ig A,¥.X. Or Dynix., We dom't hawe that spurce
code to be able to identify the 1ines, becauss they are
quibbling about the fact that we have net identified the lines
of a conple of tecimologiss. We dea't have the spurce code
for 15 and 16. Thay do.

If they give it to us we'll sdppl t it ford
but in the absence of that it is liverally imposeible to
identify the lines. We have identified the technology, ws

just cannot identify the lines bacauss we don't bave Lheir
darivative modification sounte tode, That ig why ang that $s
what ¥ am trying bo get across.
TER COURT: Well, you have smde your paint, I am
just pot certain I agres with ix.
" MR. HEIEH: Paix encugh.
As I detailed in ths Pebruaxy 4th lettex that Youx
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Bonor has we have adirepsed sverything, All ws are ﬁlkjng
about is whether it i a dexivative or whaether it is a
modification. ks you pointed out when I Xept going down that
path, that is the merits of the cage, That is not appropriate
oh a discovery motion:

With respect to the production of documents, we hawe
in this case.gona to every office, goue into peoples’
individual offices, gofie Into pecples' homa otticgs.‘angl .

‘have gathered and collected more than & couple million pages

of documents. ¥e have produred over 2 million pages of
documents. We have produced 4900 willion 1ines of Onix code,
mobt of which I fall to see how it bBas any -relsvance. We Mave
produced 300 million lines of Lisux code, and we bave gone
through exhavstively to provide them with docvmente in the
order they wanted it, and they wanted it from the top
exscutives dowm,. Rd we indicated earlier thers were technical
difficulties when going through 1it. fome of the third party
vendore didn't process materials becauvss they were sg focussed
on the other. We have wade every effort to correct thak.

I understand from our digcussions beXore that we
ehould have filed a motion for enlargement rathsr than explain
it by affidavit. Y take full resgponsibility for that. That
WaB eITOr Ok our part. But we bave literally undertaken these
Eerculean efforts to provide them with every document thak we

¢an get our hands on.

7
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And throughout the course of this case, Youx Honor,
there will be more documents. There will he more documemts by
them and there will be more documents by us. That is just tha
watura of discovery.

"THE COURT: How much tima do you need to provide
these additional things that have yet to be supplied? And if
1 order an absolute strict compliance to the previcus ordex,
and/or some of the items that ¥.3.M. is indicating, I want you
to state for me a reaponable and rapid daté oh which thpee
comld be provided.

Mit, EEISE: With respect to the supplomental
documents that bave been coliected and that we are trying to

.gather and provida to them, I would anticipate it being doue

An two weeks. But to give myself, so I don't have to come
back before you apd file a motion fox entargement, I would
rather say four weeks and go-with that.

THE COURT: All right. Do you have anything elbe?

¥R, HEISE: With respact té our coapliance, no,
Your Honok .

he I saild, you know, I am pure we'll be here talking
about this document is migsing and that docunent 1z missing.

‘rbat is just the nature of the beast.

Thatk you very much, Tour Hoadr.
THR CCURT: -Thank you,

Mr. Marxiort, 4o you hawe any response to this? And
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I have 2 guestion for you as well.

MR. MARRIOTT: I {0, Your Homor .

I believe what ¥Mr. Beise said, Your Bonor, was that
the yeason that we had not been given all of the line for lime
match-ups that we had asked for is because the only vay that
they can do that is for us to give them discovexy. when X
#taod, Tour Hopor, ten mimates age and described to you the
pringipal failing, it ix not that they have oot identifiec all
of the lines of code im A.I.X. and Dynix, which they say ve
dunped into fimex, it is the lines of code in Boix Systes
Five_ That 1o the product they purport to hawm acquiredl trom
ATLT and it is in thelr possession, and thery is ho raason
that they can't go that, or state categorically that it 1s mot
the cape and that they are derivatives of System Five. You
didn 't hear Mr. Heise Fay that.

That is my only response, Your Honor.

THE COURT: Mc, Marxiott, my question for you is,
d0 you acknpwledge of not acknowledge that 8.C.¢. is in
suhgtantial compliance with the previous oxder?

MR. MARRIOTT: Well, that is a vexy hard question,
Your Homor. We were provided with a lot of dovuments and we
were given certainly a lot more gpecificity than we had been
provided previously.

The Aifficulty is that since in our judgment without

getting to the merits, but in our judgment the question here
]

22004 Motion Hearing February 6, 2004
18 whether the code they say we have dumped into Linux can be
linked to Unix System Five. They have & (ifferent view. Wa
won't argue the merits of that. Certainly we are entitled to
disdovery as to wiether that iz the case. ¥ wonld rofer Your
Honor to bur interrogatory mmbers ¢me, two, four, six, nine
and 13,
'In one we ask for confidential informabion misvied.

In two :we ask for the and the i of the rights. In
four we ask for the mannar of xmiguse, In six the origin of

the code and the products upon which iv is based. I maan, the
list goes om, Your Homof. Oue of which, in fack, 12 aske
specifically whether tha code was decived from Dnix Systex
Five, So whethey oz nob we have -the game view oo rha marits
as £.0_0. aF tb tha cootracts, which.clearly we do not,
certainly we are entitled to discdvery as bo puxr poderstanding
of the way the contiact works. We have cleariy asked for
that, This is 3 cage that to my sind is aboot whather Weix
System Five in one fashion or another, eitbar airectly or

Dbecanpe some derivative of it bas besn Gomped into Lioux has

.been adeguately provided and wa don't bave that,
" To be asked when tiey bave given us a lot, Your
Honox, it im --
THE COGRT: Maybe that is a determination for me
Do you have anything slse on this?
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MR. MARRIOTT: X do nmot, Your Homor.

THE COURT: Thank you

I will rake that gnder advisement, but let's gp

forward now cn the issue of B.C.0.'s motion for discovery from
I.B.M.

MR, BEISE: Thapk you, Your Hooor.

with respect to 8.C.0.'s motion to compel, in this
case I.B.M. prior to t:h; Court entering the stay on becember
Sth had produced approximately 150,000 pages. Thay have
produced two C.D."g of Dynlx source code and zéro C.D.'s of
A.T.X., source cods.

First and foremost, they have repeatedly stated
thronghout thie .cags that they wonld provide the A.I.X. and
Dynix wource code and we just bhawve pot gothen i.l:_

THR COURT: Well, that may be the result of this
order which said hold on, we are ﬁt;opping this until thosae
source codes were rovealed.

MR, EEISE:. Your Bonor, thera had been numerous,
repeated promises of delivexy of that source code prior to
Decenber 5. It had nothing to do with the gtay that this
Court entered, Numercug times wa wera told we would get it.
What we then were rold is wa can't provide it to you because
wg have not gotten thess third party ootifications done., What
that means is that within the gonrce code seme third party

-also has thelr gource code and they need to make sure that

21

21672004 Motion Haaring February 8, 2004
they are okay on that.

That i3 a process that has literally dragged ocut for
mooths, and I 'am still getting comtacted by third party
vendors of theirs that are saying how can wé worX this out? I
bave lmmediately responded and worked it out and it is stiil
0ot happening.

The other critical deficiency in the production of
dooments and inberyogatory answers, de that thers is nothing
from any of the highest leveis of Che u:npaur AS you saw
when I.B.M. wag Cfiling their motion to compel they kept asking
for pon weeride, the C.B.0., Chris Sontag, senior vice
president. all of the top key people amd kind of working their
way dcun the ladder.

What we have gotten from I.B.M. is working its way
up the ladder, despite the fapt that .on October 28th and other

occcasions I have Spok with rer tatives of I.B.N. and

said we want the documents and materials from Bam Palmisino,
Erxom ¥rving Wisdawsky-Berger, the key sxecutives that are
intimately involved in the Linux project.

In pur Teply memo ik 'suppozt of this motliom tb
compel we in fact provided an article from the New.York Times
where Mr. Palmisano i jdeptified .as the leader of woving
y-Barger is a
core, critical perspn and they ars nor mentjoned in any of

I.B3.M. into the Linux mo Mr. Wl

their intarrogatory answers and we have gotten no documents
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from thee.

But in terms of golmg to the specifice of the
request foxr production, we bave asked for in items two apd
three of our véquests fbr production, all A,.I.X. and Dynix
versions and iteratiorns. hs I sald, we have gotten zerc from
A.LI.X, and we have gotten two C.D.'s of Dynix. What was laid
oat in I.B,M.'s response to this motict to cofpel, lo pact wag
that would be unduly buxdenscme. At the last heaxing cthéy
told yop that that tould be up to 40 million pages of code and
how could we possible undertake that extravagant exsrcise to
get that.

In the limited discovary that we have gotten from
them it is clear why no affidavit or mo supporting proof was
given ag to this and wiyy if iz allegedly burdensoms.

» I may band thiy to Your Bonor?

‘THE COURT: Okay.

MB. EXISR: What I am handing you is a document
£yom I_B.M. that has betn marked as confidential. It L&
regarding an item called the C.M.V.C. which stands for
Configuration Management Version Contrcl. As you-can see,
‘Your Bomor, it saye in the baginning it is used by the A.I.X.
i the highiighted portions
of the documant it identifies that configuration msnagement is
a process of ldentifying, managing and comtrolling scftware
modules as they change cver Cime.

davelo; jzation, and

vy

“ZAIZ00R Moon Hewing Feliuary &, 2004

In othey words, so that we would be able to get
avery version, every iteration, and that version econtrol is
thb gtorage of multiple verwions in a single file along with
informarion about each versich. Then 4t gives a simplified
degeription at tha bottom smying what it basically does is it
boilg dosm to that all levels bf all files are stored on a
central server aml arg available for viewing aml/or updating
by thosa with proper aythority.

They Gan get us the A,1.X. It im clear a@ a ball we
are entitled to it and they said they would give it to pp and
we just have mot gotten it.

with o red or p ion

T 11 and
inkervogatory maber five, they ace directed tovards all of
XI.B.M. '8 comtributicons to Idnux. From A.T.X. to Dynlx,
anything that you have done, zny work that you have dobe for

Lbmx, provide it to us. With Tespect to £he -rer for
:.‘“ fon the responwe T.B.M. has mmde i, quote, XI_B.M. has
made a lot of contributions so it is going to be a daunting
task. X _B.M. bhas mads a 1ot of codtyibutions. That is not a
reason why they are not required to produce them,

That is a co¥e fgsue to thin cass, as I kind of weokt

off track before undeér 2.01. What did you do with this

miterixl that we said that you were nor allowed to make
public? They are required to identify that. And what is a
critical follow up to the profucticn of all of what they have
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produced is interrogatory 131, which bpecifically regnires that
they identify who worked on it and what they did. They say
there are bundreds of people ang that i6 an cnerous task.
Well, it is a critical task. That is exactly what this
intexrcgatory is cesigned to do, is for us to )mow who at
I.B.M. worked oi it and what thay did. Berause at the end of
the day if we get a list of thair 300 people that they have
identified already or approximately in that range, and =
person bas made one contribution over here and this other
person has made 50 contributions, the deposition ig more
likely to be taken of the person who has made 50.

If I just get a random liet of names I have wo idea
of ‘how to weigh who it is I shonld be focussing my a;r.eﬁr.ion
on. That is why it i8 erivical that the interxogatory be
answered fully and completely.

With respect bto intervogatory pumber two, we asked
for all persons with knowledge. They 1imited it in their
answers to just L.R.M. pecple. They voluntarily have agresd
that they will in fact provide the identity of all persons
with knowledge ‘and with information in this case. The only
thing I would veiterate here if it has to be inclusive. They
can't exclude top management because they are very important
executives. Sam Palmisano is a c¢ritical witness 4a this case.
The fact that he is the C.E.0. of I.B.M. does not make him
samgbody who is not to be put on this 1ist.

2/6/2004 Motion Hearing February 6, 2004

There is that Wew York Times article that was
.attached to our reply memo, it fidentifies an® thare was a ten
PRge ‘FTeport that he and Mr. Wladawsky-Berger and a couple of
others put together in deciding whether I.B.M. should shift
gears and go fo Idnux. We don't have that ten page report amd
it is a critieal dopument. Those ars thé things that we hawe
asked for. We have had specific conversations with Christine
Avena at Cravath asking specifically for Nr. Palmiaanc .gtuff,
for Mr. Wladawgky-Berger, Paul Borm, Nick Bowehn, those
peopleg’ iaformation. We have not gotten it.

Throughout these thay have not provided the comtact
infoimmtion so that we woiild not be able to locats thesa
people, and thar is 4uet clearly information that peeds to be
put in there.

Fhe final point is more of a houbekeeping matter,
and that is in the prodiction that we -have received to dste,

‘we will get .a C.n. and it will Bay there are twp documents om

it. The two documents will be 4,600 pages long. Clearly that
is oot the case, When §.C.0. has been producing C.D.'s it has
identified whers sach docutest baging and ends. We have asked
them, you have to identify wheré the documents begin and end.
Put & source log with tha C.5. Dtherwise it &s jsposwible to
knpw how these docuoants were kgpt in the ordinayy courss of
bupioess s is requized under Role 341(b).
Certainly on sooe dotuments you can figure it ont
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and match it up and see where it begine xnd ends, but ve can't
be left to the gusesing game. It iz & technical issue but it
1s stmething that can presmmably be corrected, amd it
coxrtainly needs to Pe dore oo a going forward basis.

That is the gist .of our motion tp compel, Your
Bomor. I appreciate your tima thix morming.

Mr. Marriott.

MR. MARRIGTY: Thank you, ¥our Hopor.

The 5.C,0. Group prop d 57 & quests
and/pr interrpgatories, Your Eonox. %2 dociment requests and

‘thare wers five interrcgatories. §.C.0.'s motion to compel

concerng .only #ix of those requests, three Jdocument Iequests
axd three interxogatoxies. The requasts, Your Honor, break
down into roughly four categories. Therm are, T would submit
really, only two issues that deperve argument, that is
argument as to two categorias of the .four. That is -because if
Your Ronor looks at our opposition to their motion to compml,
I thitk in part this is a motion that makee such afc about
nothing, because we sither have indicated that wé will provide
or bave provided moch of the information reguested.

’ For example, Mr. Beiss makes yeference to desiring
to Xnow the identity of the pedple who have contributed .in
some way kp A.I.X. or Dynix. Well, there i provided az an
exhibit ‘to our respouse, Your Honor, a list -of about 8,000

22004 Motion Hesring February 6, 2004

people who made contyibutions. So the notion that somzhow we
bhave pov dons thar is absolntely ipcoizect.

’ Let me focus, if I jmy, Your Honor's attenticn en
the two poluts oiy which I think we do have & gennine dispute.
The $.0.0. Group has asked for the production of all Dynix and
A.I.X. code during the relevant pexiod, evexy itexation, svery
version knows Lo man O woman. They bhave also, ‘Your HOOOK,
and thig iz the other category, asked for every contribution
that I.B.M. has ever made of any kind, bhowswer irrelevant to
this casa, to Limm OrC to the dpen wource cossumnity. Let mw
take each of those in tukn.

with reep “gour to thé reg that we
ivedidls verpicn-or iteration of A.X.X., the
-only thepry, Youyr Bodor, distlosed by the §.C.0. nmq: as to
how it is that I.B.M. breached its coptracts with AT&Y, .1is
that somehow I.3.N. has discloped code from A.I.X. and Dynix
irto Einvoe, ing production of svery itsiation and version
of A.X.X. and Dynix £s entiraly frrvelg¢vant, Tour Hogox. to the
d ination as to whether or not thope products are
improperly coutributed. The theory is they are scmehow
derived from [nix System Pive.
If I may, Your Monor, referring to the §.C.0.

Groap's eabdnite in connaction wich this hwaring, if you ook
p;;tgvz.m:‘hhwmiﬂ s dmprop 1bmtd
to Lioux, and they are Dot mmbered, Your Honor, but I believe

Filed 08/18/2006. - - -Page 8 of 54 .. ..
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it ig page 2, substantive page two.

Their tbeory, Your Hopor, is that we have tiken pome
code from herk and we bave dumped it into Lingx. One dces mot
need Lo know and does not need to have productiont of svery
version and iteration of A.I.X. and Tynix in order to figure
out whethex the contribution of thess 17 files is somehow
improper. .

-Ome determines, Your Honor, whether a contribution
is a dprivative work of Unix System Pive and thersfore under
theix thebry improper, simply by comparing the 17 filesd that
waye disclosed that they have identified to Unix System FPivs,
to determine whether they are a derivative of Unix System
Pive, If they are then under their theory there might be a
problem. Upder our theory, and we have a differemt theory
from them, but under their theory there might bs a problem,
But one does not -need the code at this lewvel to figure that

-out. The cask law ls abpolutely that you figure out whether a

work is a derivative work by comparing level C here to.level
A, not by looking at the millions of lines of source code that
they want at this lewvel.

THE COURT: What case are you relying on for that
proposition?

M. MARRIOTT: I would refer the Court, for
exanple, to the Computer Associates decision cut of tha Second

Circait, which ieg one of the leading cases on copyright

2/6/2004 Motion Heading February 6, 2004
infringement, wherein the pature in which a derivative work is
determined i3 laid opt. If you will permit me -

THE COURT: That is fine. You can provide it at a
later time,

MR, MABRIGTT: Put aside the case law, Your Honor,
and just look at the next page in the 5.0.0. Group's book.
This is the ‘page in which they say others hava complied with
tha requirements of licensing agreements. What you seée is the
£.C.0. Growp reflecting itself at the top amd representing
that they have relatiomehips with H.P ard I.B.M. and Sequent
anid Bun, indicating, according to this chart, that soosebow
Sequent and I.B.M. have improperly mads cogtributions, the 17
Files we referred to,

Then referring to H.P. and Sun and shying B.P. and
Sun have not madé any contributions to be conceyned shout,
they have complied with the licensiny agzeement. How do they
#igure that out, Your Hombx, that ¥.F. and Sup cooplied? I
would spkmit to you that H.P. and Bun hava not produced
willions of lines of sourcek -cods to them so that they can do

‘this comparison that they represent is so critical to the

Court. That ix zbsolutely not the case.

They have figured it -out and they bave veached the
conrlusion that they are willlng to anpounce publicly, that
these other companies don't somshow infringe their rights
withont reference, T would submit, to a single line of the
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code Prom H.P.U.X. or Bolaris. If they bave usad that code
then they sbhould have produced it in discovery to us because
our request would have cslled for it and we don't have it.

If that is mot encugh, Your Honor, take a look .1‘:.
you would, pléeage, st -a docwment which I can only describe
generally because it has beeh marked by the 5.C.0. Group as --

may I approach, Your Honor?

THE COURT: Certainly.

MR. MARRIOTT: This document bag been sarked an
confidentfal so I'm limited in what I can say about the
Socument, TouTr Bonor.

put if you will look at this you'll see that it ie a
letter £rom 5.C.0. to H.P, If you take a look at the last
paragraph of the document, Your Hopor, you'll see that in
order to réach the coonclusion they reach ‘h;m. they didn't
rely wpon, and I would submit that fhey won't tail -you that
they did, the producticn of millicms of lipes of coda from
f,p, .or from Sun or from anybody else. That is because t.'h;t
rode is pot reqonired for them to reach the conclusions they
xeach as to why it is I.B.M. has supposedly breached ite
agreemént with them.

Their own documents, Tour Heaoy, damm the notion
that they somehow requize the production 'of millions and
millions of Linesd of source code in order ko figure out

whether ¥.B.M. bas breached itz agreements with AT&#T.
E))

2/872004 Motlon Heafing Febriary §, 2004

Your Bonor, we are pevertheless, however irrslevant
I beliave that the producticn of this code is, we are
severtheiess prepared to produce & gubstantial amount of coda.
We have produced already significant lines of code from Dynix,
-ahkd we are preparsd to produce, and the rsason we -have not
produced it, by the way, Tour Yonor, is because you ordexed us
not to. You put in place a stay and the production of the
‘viglatios of the opdar of the Court. We thouglit it prudent
npt’ o Ao thet.

If you look, Your Bopmor, At what we ars willing to
prodoce it {3 & substantial amcunt of code. Me sither have
proaposd or will produce thres millicn pages of peper of
mource code, That L¥a’t every comceivable itavation of thess
. about 237 products.

If I amy sppxoach?

FHE {OURT: Certainky

MR, MANRIOTT: Wow, agein, T think the prodtetion
‘of this materianl is entirely wncalled for, Judge, but we arm
prepared £0 80 1L to DUE to Yeat thig noticn that etashow
I,.B.M. is somohow hidfng tha.ball with respect to ths

8. It is,

production of soorce code. This amounts to well cver 100
millton Lines of source coda and we are prepared to produce
that. We said we wers preparud to produce that im pur
oppopition papers. This is the releases of A.IX.X. and Dynix

Filed 08/18/2606 ---Page 9-of 54~ -~ -
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and the relessed products during the relevant time periocds
that they are concerned about.
What we are pot willing to d¢, Your Honox, im to
produce every conceivable draft and iteration .and wersioa of
this atuff that might exigt in the files of the company that

hag more than 100,900 employees, with respect to p ts that
were developed aver deq?des, and as to which 8,000 different
individuals worked on.

To state It, Your Honor, is to express ite
absurdity. We are willing to produce far more than they ever
Dad. I would submit again that they had mo lines of code from
H.P. and Sun and they wera able tp xeach the conclusion that
they are perfectly campliant. We are willing to giwve chem
more than 109 wmillion lines of code hut that is not good
ensugh. What they say they have to have 4@ every single
conceivable vereion of a product worked om by thousands Of
people, and if there is a dyaft of this line or that line, if
it exists in this database to which Mr. Helse refers. Re
want# ug to dump on him a databags that would be, I -wonld
submit among other things, horribly burdensome to do and for
which there is simply no cause.

Wa are prepared to pioduce thess lines of code, Your
Bonor, and that ocught to be encugh I think for any case,
certainly ip view of what gscems to be sufficient with rempect

td other pexsons who were in no different gituation for this

2052004 Motion Hearing February €, 2004
purpope than im I.B.M. That is the first category, Ydur
Honor, and there is no resson for an order Lo compel of any
kind. As we said in our opposition papers, we will provida
them with the information and we are happy -~ wa are not
happy, Your Honmor, ‘we are willing to do that.

‘With respect to the bext category that T think
merits mention, they have requested agaln I :think in an
overreaching fashion, fpr every conceivable contribution that
I.9.M. bhas said to have made or may hmve made to Linme or to
the open source commnity, We have already produced pr agresd
to protuce approximately three mitllon pages of paper. We
bave produced documents Erom approximately 90 eeparats
custodians, Your Honor, located in varipus parts of the
countxy.

We hive not witbhald from the prodaction of those
sateriala a cootribution that a person may have wmode to the
open Fource commopity. We sre not Fumning through and polling
out contributioms. What we are saying is that it is antirsly
tnrealistic and uncalled for and unduly burensoms to axpact
that we would produce svery conceivable contribution, why is
that the case? That is the cagpg beCluse B8 you may remepber

‘£rom cur last hearing before Your Honor, when we banded Your
Fooor the open spurca development lab chart which .shows the
way in which Linux was developed, tbe contribptions to Einux,
Towr Hopor, arg public, This is a public affair. They kpow
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what they ave.

Anyone .can find out whar they are simply by looking
in the public record. There is no reason to have us have to
fon apound and intecview hundreds of people bo figure ont
whether they may have made a contrilution, whether it may
8til) be in their £ilms, when all the 5.C.0. -Group bas to:do
ig get on the internet and find the conrribntions. How after
all id they get the information that they provided in
response £o the interrcgatories? They got it off the
im:atneh:.

Your Bogor, I would, if X may, egain wish to show
you twe doctuments which I am constyained from describing im
any detail becayse they are marked as confidential wmder the
productive orter.

vay I --

THE COURT: Cartainly, and -you heed ot ask,

MR. MARNFOTP?: Thank you.

These, Youx Honor, arg e-~mails produced in the
Iitigation by the 2.C.0. Group. If you look at them what you
w1l gee 16 and, agaln, I will not describa them {n any great
detayl, you will ses that they fully understand that the ’
documents that they are interested in about I.B.M.'s
contyitutions are available on the internst. They can get
them and find them £or thamselves.

I don't have much-more to add, Your Bobor, than thet

252004 Wotion Hearing February 6, 2004
I think 4t & silly exercice to require uy to produce tp them
‘that which is already publicly avallable. Tngeed, that is not
& proposition without support in the case law. Rila 26 ‘itsaelt
expresaly provides, and I guote, and this is 26{k) {2}, ths
frequency or extent of use of the discovery mathods otharwise
pexmitted under these rules Shall ba limited by the Court if
it detarmines that the discovery sought is obtainalila from
dent, less bard and

Some other source that -is more
lers extensive.

Thers are two decisions, the Ebers cade fxom Lhé
District Of Noprch Dakota, which ig 2003 WestLaw, 32097708, in
vhith the Court there grants 4 protective ordar for discovery
that sought information that was available to the public by
calling the couxt, for exmmple. In auother cage, ARerican
Medical Systems versus Natiomal Union Fire, which is 199%
WestLaw, 562738, whers the court denied a request of a pasty
to compel At chat wexe
available under 7.0.Y.A:

There documents ars puklicly available snd we
#htuldn't bave to run arcund coliecting tlem, Thers is ample
for the propogition, Your Honoit, that nebulous

¥y with respect to &

o

requaste for all kinds of comtrilotions can’t be the basis of

mmgsive discovery.
THE COURT: Assuse, Mr. Marriott, that I am going

to raquize I.B.N. to conply in scse fashion. Nbat period of
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timé reasonably after receipt of comtinued digcovery that I
may order to bw supplied by 8.C.0. will it take?

MR. MARRIOTY: Are you referring specifically ro
the request Fer production of contxdbutions, Your Aonor?

THE ¢OURT: ¥es. Well, Just everything,

MR. MARRIOYY: With respect to the cods, we are in
a position to produce the code within 14 business days of the
lifting of the stay.

THR COURT:~ All right,

ME. MARRIOTT: By thae way, when I say produce the
code I am referring to the code on this list of 232 products,
not .every concelvable iteration knpwn to manm or woman. That
would take mavy, many monpths and I don't even want to thinmk
bow long it would take to complle that information. But as to
this list, hupdreds of millions of linps of code, this can ba
done within 14 business dayes, Your ‘HBonor, of the 1ifting of
the stay.

with respect to the cohtributions, all covceivable
contributions, it would take months to identify, collect,

review for privilege, send to a

and get D onto a
C.D. that infermation. It would be dcme I think at
extraordinary expense.

THE CPUKRT: Thank youw, Mr. Marriott.

Mr. Heime?

M., SCHAUGHNESSY: Your Houwor, way I juat give you

37
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the cite te the case you asked Lor?

THR COURT: Certainly. Why don't you just hand ig
to --

MR, MARRIOTT: Thia ig probably -a better cite than
the Computer Systems case, although that 4g a lsading case on
copyright infringement.

M, SCHAUGENESFY: Tt is & case Crok the minth
Tircuit, Ldtchfield versus Spielberg, 736 Fand, 1352, a 1984
<ape Erom the winth Ciremit. .

THE COURT: Thank you.

i

MR, BEISE: Thapk yop, Your Hsnor. Very briefly
because I know you have a busy day.

The vabt, vagt myjority of what yon heard was
argumsnt Telating to the merits of this case and not about
what, is at the core of any ibquiry om a motion to Otmpel,
which is are we ootitled to xelevant Snformation, inFormation
that tends to prove a fact ome way or the other? I.B.M. has
spent the bettex part of today trying to say that A.I.X. and
Dynix ‘are not derivative works. They say that and then they
#ay we are pot 9oimy to give you any paoof to ba able to prove
otherwiss._

So if they are going to come up bers and say A.T.X.
and bynix are darivetive works, that may cbviste the peed for
some -0f thig Jdiscovery. But in fact we have asked them in a
request. for admisslon, which we bave provided to you a8 = part
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of cur notice of -£1l{ng, .admit A.I.X. and Dynix are derivative
works of Unix Eystem Five. They say we don't koow what you
mean By A.I.X., and wve don’t know what you meah by dexivative
workd, and we dcm't Inow what you maan by Unlx System Five and
there are multipls veraions so we cant't answer this so,
therefore, it is denied.

They can*t talk out of one side of their mouth and
say it is mot & dexivative work, and then turn around and talk
out of the other sids .of their mouth and say we¢ are not going
to give you any of the source code for you, §.C.0., to be able
to aisprove cur contention that fn fact A.X.X. and Dypix ace
derivatives and modifications of System Five.

We Imow from the Little bit of discovery that we do
have that thers ip bver 1,000 files of ATAT that are within
A.I.X. That is going to make it a modification for a
derivative work. They are oot eatitled to conbimue to sit
here and gay, ¢me, it is not a darivative work and, two, we
are pot going to give you any evidence to be able to disprove
that,

With vesmpect to this contention regarding how Ald
they know this regarding Rewlstt Packard and that ‘Hewlett
Fackard complied with the license agrmeseat? Well, there is a

Fond tal Giff between Bewlett Packard and -Sun and

wirtaally evecy other licenses out. They have not all gone
around and said, great news, we are taking oux derivative

2M6/2004 Moticn Haaring Pebruary 8, 2004
work, our modifications, and we are contributing it to Limoe
H.p, has specifically not done that.

Thess other companies are setting up Chinese walls
apd ¢hey are not taking that modification or that derivative
work, and in the case of K.P. it id called E, P, U.X., And they
are pot taking bits and pleces pf H_P.U.I. and dunping it into
Timee. That is what I.B.M. is dolog and they are not allowed
o dp that under the Lerms of thalr agresment. it is a very
simple proposition as to 'why that statewent can be xede
‘comfortably by the company.

With redpect to this worion that they don’t bave to
identify their contributions to I.B.M. becauss it is publie,
‘mot .evefy coptxibution that they have made is public, Mo
evorything that they have done to put iptp Lizux is publie.
Tnless somebody is going to ociss up here ynd way that, and
maybe & way to limitsd jt, 1s show us everything that i not
on -the web site. Put the Zact that some of the information is
ublic does not make it & couplete disclosure of evexything
that I.B.M. Ald. I.B.M. io cbligatsd in thiz case to answer
this very straightforward gquestien that goss to the core of
thig case. Nhat coatyibutions ‘did you maice 'to Lipmd? What
work did yoo provide o Livok?

At the end of the day thay cah say, 40 you know
what, thiis thing we aid hers that is not a viclatipn of the
sgreemsut. This thiog we Aid over bars, that is not a
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vipolaticn of tha -agreemenr. But until we -see what it is that
thay are ackoowledging apd that they must under tha rules of
discovery, rhen we ave entitied to that information. bur they
don’'t get to just apy some of this may be public and,
therefore, we dun't have an obligation to respond.

They have got ald .of these versions and itermtions
on -a central servaer. They make it available to all of their
employees. I fail to underatanﬂ kow it can be on a central
sexver at I.B.M, available to all I.B.K. employees to track
all veraions and 231 jrevatices of A.X.X, Dut we can‘t have
access to that in their respomses to litigation. It is not
what the rules provide. They have got easy access. There hag
been no affidavit or other evidence of the allegedly
burdensome nmature of this, In fact, this document bel{es such
an ‘argument .

As a rvesult we are clearly entitled to the
information that we have aeked for, and particularly the
confributions. and the soproe code that they have agreed to
give us, and they have to have these eémployess fdentify which
employees made which comtriburicns to this, so that wheh
discovery progresges we don't look at a list of 300 or 3,000
and bave t0 guese which ones we should staxt with,

Thank you very much for your time, Your Honor.

THE COURT: Mr. Marxriott?

MR. MARRIOTT: May ¥ just briefly respond, Your
41

2IE/2004 Motion Hearing Februdry 8, 2004

Hopor?

TER COURT: Ceztainly.

MR. MARRTOTT: T don't think, ‘Your Monor, that we
heve suggested this morming that wa are giving them no source
code. What we have sald ig we Aare going to give them hundreds
of millione of kine of scurce code. So I think it is
Anaccuvate 'to say or suggest that they sbould scmehow Ligure
this out without the production of any source code.

As to the nption that H.®. is somehow JikFerent,
Your Bonor, it is a matter of public record what H.P. makes
pignificant contributjons to Liiwx. Under Mr. Heise's theory,
Your Honox, théxe is absolutely 90 way that he could know
whather these contributiong were proper or improper or Erom
their Ooix product Of bhot, phless under his thiéory he had all
of their source code. &0 it is impopvible £o distinguish H.P.
under some poticn that spmehpw they are not making
contributions t6 Linux. It simgply 18 2ot tme, and thare
would be no way under his theory for him to know whether ox
not the contriburion was a proplem upless he had thé millioms
of lines of source ¢ods which he hada not been provided, which
be @idn't tell you he hag heenx pyovided but which we bave sald

we are willing to provide to them.

The €.M.V.0. database, ¥O0T Honbr, is Dot A Astsbass
that can gimply be produced, Your Bohoxy, and turosd over. it
i nok ‘a databese that .concerns 9olely A.X.XI. code. It
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concerns .cods well beyond the R.I.X, cpde base.

Moreover, thenohiaht.h-l: scmehow wa are unallowed
to tomtend that it would be burdensome for us to comply with
these requests because Ve have not submitted ap arfidavit is
entirely inconsistent ‘with the law that governa in this
elrcult.

I would refer the Court to the Rikens decision at
21% F,R:D, 533, the Bradley decigion at 2001 Nestiaw, 1249339,
and -the Pulsepard case At 1996 Westlaw, 357567. Affidavits
nre Dot Tequited, Towy Honor, to flow over breadth or ubdas
vammdemlsmpmdﬂﬂinmhrilfpbrw
ths over breadth is obvious,

T would submit to Your Bonox that asking us to
produce what would amount: to a billion linee of opda, if we
were to produce svery conceivable iteration, is on its face
overly burdensome.

Thank you, 'Jour BONOYX.

THER COURT: Counssl, while it is scmewhat unusoal
hing under advisement, ¥

in a discovery matter to take i
thipk that based wpon the somesbhat cioplex naturs of the
requests that I will issue a written order as to both of the
igguas before the Court- We'll tzy to do ep within the next
week.

My. Maryiott?

HR. MARRIOTT: May I inguire, Your Honox, yon bad

282004 Mation Heaving Februpry 8, 2004

asked whetber I could Dave ¥ouweond prepars a summry of our --

TEE COURY; ¥es.

MR. MARRIOTT: It is mot very pretty, and 3f X
might, we hawe X just Aidn't bring it -a prettier vwrsion of
thia which T would be Rappy to send to you this aftsrooon, or
I can hand youn this.

THE COUYP: I am bappy to -take that, but ¥ you'lk

giva that ‘to ¥s. Pehrson she an miks 8 copy of that for Mo:

Beise and for me.

Mi. HETSE: The caly thing I was going to shggest,
kmlrmdctm;ndmrrupoummhum in the
lattors of Jamnary 3vd and February 4.

fHZ COURT: I voderwtand that. A1) right

With that we'll be in recesd on this matter and wa
will get that prder oyt as quickly as possible.

Thank you.

fProceediags concluded.)
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1 STATE OF UTAR H
f 2 }
H 3 COUNTY OF SALY LAKE )
4 ¥, R. Edward Young, do héxeby certify chat T am-an

5 Ofticial Court Reporter for the United States District Court

i 6 for the Pistrict of Utah;
. 7 That as such keporter I attended the hearing ©f Lhe
i 8 foregoing mattexr on . 2-6-D4__ . and thereat

9 reported in Stemotype all of the testimony and procsedings
10 bad, and caused paid, motes to be tranAcribed into
11 typewriting; and the foregoing pages pumbered from . 1

1z to __44__ constitnte a fulri, true and CorTect report of tha

13 same.

14 Dated at Salt Lake City, Utah, thiz __ sth day of

15 __Peh.__ 2004.

16 /e/ R. Edwaxd Young

17 R. Edwayd Yound, U.S. Court Reporter

45
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L FILED

A £KK. 5. DISTRICT COURT
12 DECO3PM a: 30
DISTRICT OF UTAH

_BY

B BEPUTY CLERK
IN PHE UNITED STATES DISTRICT COURT

CENTRAL DIVISION, DISTRICT OF UTAH

THE SCO GROUP INC. Case No. 2:03cv00294 DK

e

Plaintiff, : ,
z ORDER GRANTING )
vs. INTERNATIONAL BUSINESS
MACHINE’S MOTIONS 70O COMPEL
INTERNATYONAL BUSINESS MACHINES DISCOVERY AND REQUESTS FOR
CORP. PRODUCTION OF DOCUMENTS
Daefendant.

Defendant/Couterclaim-Plaintiff International Business
Machines Corporation’s (IBM's) First and Second Motions to Compel
Discovery having come before this Court, and the Court having
read the corresponding memoranda submitted by both parties, and
having heard oral arqumnent on pgrtinent matters at a hearing on
December 5, 2003, hereby enters the following Oxder

The Court, finding good cause shown, GRANTS IBM'=s Pirst and

Second Moticns to Compel Discovery.
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DEC-12-2003 FRI 03:34 PM US DISTRICT COURT FAX ND. 8015281175 P, 03

In accordance with the Court’s order Plaintiff/Counterclaim-
Defendant The 8CO Group, Inc. (8CO) is hereby ORDERED:

1. To respond fully and in detall to Interrogatory Nos., 1-9
as stated in IBM’'s First Set of Interrogatories.

2, To respond fully and in detail to Interrogatory Nos. 12
and 13 as stated in IBM's 8econd Set of Interrogatories.

3. IBM is to provide S5CO a list of requested documents as
stated in 1BM’'s First and Second Requests for the Production of
Documents and SCO is to produce all requested documents,

4. To ldentify and state with specificity the source
coda(s) that 8C6 1s claiming form the basis of their action
against IBM. This is t6 include identification of all Bates
numbered documents previously provided.

5. To the extent IBM's requests call for the production of
documents or are met by documents SCO has already provided, SCO
is to identify with specificity the location of responsive
answers including identifigation of the Bates numbered documeants
previously provided if applieable.

6. If 8CO does not have sufficient information in its
poasession, custody, or gqntrol to specifically answer any of
IBM‘s requests that aze the subject of this order, SCO shall
provide an affidavit setting forth the full nature of its

efforts, by whom they were taken, what further efforts it intends
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to utilize iIn order to comply, and the expected date of
compliance,

SCO 1s required to provide such answars and documents within
thirty days from the date of this order.

All other discevery, including SCO's Motioh to Compel is
hereby BTAYED until this Court determines that SCO has fully
complied with this Order. |

The Court will hold a hearing on the forgc;i‘ng issues January

23, 2004 at 10:00 a.m.

7. :
DATED this .Zi day of December, 2003.

BY T

B, COURT

L E Lty

BROCKE C. WELLS
United States Magilstrate Judge
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. B
FILED

FER, N QIS TRaN Panpt

-3 MAR 4 AM 1 Ok

IN THE UNITED STATES DISTRICT cOMRERICT OF UTAH

CENTRAL DIVISION, DISTRICT OF CVAErLTV rivhn

Casge No. 2:03cv00294 DK

THE SCO GROUP INC. :
N Plaintiff, : '
ORDER REGARDING SCO’'S
vs, MOTION TO COMPEL DISCOVERY

AND IBM'S MOTION TO COMPEL

INTERNATIONAL BUSINESS MACHINES DISCOVERY :

CORP.

Defendant:.

On February 6, 2004, the dou:cj: heard arguments regarding SCO
Group Incorporated’s (SCO)} compliance with the Court’s prior
order of December 12, 2003. The Court also heard argument on
SCO’s Motion to Compel Discovery. SCO was represented by Mark
Heise, Brent Hatch and Kevin McBride. International Business
Machines Corporation {IBM} was represented by David Maxriot, Todd
Schaughnessy, Chris Chow and Amy Sorenson.

The Court having heard argument, having read the parties’
memoranda, having considered relevant case law, and finding good

cause shown, hereby enters the following Orders:
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I. sCO

Plaintiff/Counterclaim-Defendant SCO is hereby ORDERED:

1. To fully compiy within 45 days of the entry of this
order with the Court’s previous order dated December 12, 2003.
This is to include those items that SCO had difficulty in
obtaining p;ior to the Court’s previously ordered deadline of
January 12, 2004.

2. As previously ordered, SCO is to provide and identify
all specific lines of code that IBM iz alleged to have
contributed to Linux from either AIX or Dynix. ’:rhi_s is to
include all lines of code that SCO can identify at this time.

3. 8C0 is to provide and identify ail specific lines of
code from Unix System V from which IBM’s8 contributions from AIX
or Dynix are alleged to be derived.

4. B8C0 is to provide and identify with specificity all
iines of code in Linux that it claims rights to.

5. 8CO is to provide and identify with specificity the
lines of code that S¢0 distributed to other parties. This is to
include where applicable the conditions of release, to whom the

code was released, the date and under what circumstances such

cbde was released.
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IT. IBM

In light of what the Cpurt considers SCO’s good faith
efforts to comply with the Court’s prior order, the Court lifts
the discovery stay it previously imposed.

Rule 26(b) (1} of the Federal Rules bf Civil Procedure states
in relevant part: “Parties may obtain discovery regarding any
matter, bt privileged, which is relevant to the' pubiect wmatter
involved "in the pending action . . . . The information sought
need not be admissible at the trial if the information sought
appears reascnably calculated to lead to the discovery of
admisgible evidence.” ¥Fed. R. Civ. P. 26(b}(t). This rule has
been interpreted broadly by the United States Supreme Court. See

Oppenheimer Fund, Inc. v. Sanders, 437 U.8. 340, 351, 98 5. Ct.

2380 {1978). *“[A]t the discovery stage, the concept of relevance

should be copstrued very broadly.” hilex. Ij . Y. Wood
et al., 162 F.R.D. 691, 695 (D. Utah 1995). However, a court may

limit discovery where “the discovery sought is . . . obtainable
from some other souxc,eA that is more convenient, lees burdensome,
or less expensive.” Fed. R, Civ. P. 26(b){(2}{i). A court may
also limit discovery if “the burden or expense of the proposed
discovery outweighs its likely benefit.* Fed. R, Civ. P.
26 {b) (2) (ididi).

Based on the Court’s decision to lift the discovery stay and

because relevance should be comstrued broadly at the discovery

3
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stage, IBM is hereby ORDERED:

1. To provide the releases of AIX and Dynix consisting of
“about 232 products” as was represented by Mr. Marriott at the
February 6, 2004 hearing. The releases are to be provided within
45 days of the entry of this order. ¥Following fh:is production,
SCO is to provide additional memoranda to the Court indicating if
and how thgée files support its position and how they are |
relevant. The memorandum is to include with specificity, and to
the extent possible, identification of additional files 8CO
requests and the reasons for such requests. The Court will then
consider ordering IBM to produce more code from AIX and Dynix.
See American Medical Systems, Fne. v. Nationa) Union Fire Ing,
Co., 1999 WL 562738, p. 2-3 (ordering a paxty to first “procure
relevant documents” and then reconsidering the discovery " request
for the productien of more documents). -

2. Pursuant to Rule 26{b), SCO should use its best efforts
to obtain relevant discovery from the Linux contributions that
are known to the public, ineluding those contributions publicly
known to be made by IBM. IBM, however, is hereby ordered to
provide to SCO any and all non-public contributions it has wade
to Linnax.

3. IBM is -té provide documents and materials generated by,

and in possession of .emploj_r'ee,s that have been and that are
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currently involved in the Linux project.® IBM is to include
materials and documents from executives ineluding inter alia, Sam
Palmisanc and Irving wWladawsky-Berger. Such materials and
documents are to include any reports, materials or documents from

IBM’'s “ambitious Linux Strategy.” Steve Lohr, A Mainstream Gian

ey - e

Is the gdzigare of the Puture, N.¥Y. Times, March 20, 2000,
Businessf%inancial Desk. The Court finds these materials are
relevant because they may contain information regarding the use
or alleged miguse of source code by IBM in itg contributions to
Linux.

5. IBM is ordered to provide further responses te SCO's
interrogatory numbers two, five andrelavén. These responses are

' to include relevant information from all sources intluding top
ievel managemnent .

6. 8CO éeeks the proper identification of approximately
7.200 potential witnesg identified by IBM. IBM in its memoranda
suggested that the parties might be able to reach some sort of an
agreement as to the most important prospective trial witnesses
and then IBM would provide the full contacﬁ iniormatio; for these

individuals. The Court orders IBM to properly identify a

' Although not part of SC0’s official written motion, SCO
raised these discovery issues at oral argument and also alleged
in its written memoranda that IBM failed to adequately respond to
interrogatories and document requests that are the subject of
these discovery items. '
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representative sample of the potential witnesses that is to
include a 1000 of the most important prospective trial witnesses
as agreed upon By SCO and IBM. Following the production of this
information, the Court will consider the need for the propex
identification of additional witnesses.
ITI. Both Parties

At tﬁé hearing on February 6, 2004, SCO represented that IBM
failed to provide sourée logs that identify how documents werxe
kept in the ordinary course of business pursuant to Rule 34(b).
The Court orders both SCO and IBM to provide source logs
according to Rule 34(b) for those materials produced in

discovery.

Both 8CO and IBM are to provide to the Court an affigdavit

detailing their respective efforts in complying with this order.

These affidavite should also contain a statement that'the
respective answers and materials provided are given to the best
of each parties’ knowledge and are completa, detailed and
thorough.

In light of the Court’s order granting SCO’s motion to file 3
an amended complaint, and IBM‘s answer to SCO’'s second amended

_ complaint, the Court hereby orders:
Both SCO and IBM are to file additional memoranda with the

Court addressing the impact, if any, of the second amended
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complaint and IBM’s subsequent answer on IBM’s Motion to Strike

the 5th, 15th, and 19th Affirmative Defensee asserted by the SCO
Group in its Answers tc IBM' Amended Counterclaims. Because this
is IBM‘’s motion, IBM is to fiie its initial memoranda with the
Court within 60 days of the entry of this order. SCO will then
have 15 days to regpond after IBM‘’s filing. IBM will have 7 days
follow:.ng SCO's response to file a reply. Following the
additional briefing, the Court will contact the parties to
schedule a hearing regarding IBM’'s motion to strike B8CO's

affirmative defenges.

DATED this é .%y of March, 2004.

BY THE COURT:

United States Magistrar.e -:I‘udga
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United States Pistrict Court
for the
District of Utah
March 3, 2004
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IN THE UNITED STATES DISTRICT COURT F§k%v bidrkics OF UTAH

CENTRAL DIVISIONPEPUTY TLERK

-

THE SCO GROUP, INC,,

Plainfiff/Counterclaim-Defendant, ' _
MEMORANDUM DECISION AND

Y. ORDER
INTERNATIONAL BUSINESS Case No. 2:03CV294 DAK
MACHINES CORPORATION,

Defendant/Counterclaim-Plaintiff.

This matter is before the court on (1) Plaintif/Counterclaim-Defendant The SCO
Group’s (“SCO™) Corrected Motion to Dismiss or to Stay Count Ten of Counterclaim-Plaintiff
- IBM’s Second Amended Counterclaims Against SCO; (2)Dcfmdantl€amtercl§im—?laintiﬂ'
International Business Machines Corporation’s (“IBM”) Cross-Motion for Partial Symmary
Judgment on Its Claim for Declaratory Judgment of Non-Infringement (hercinafter IBBM’s
“Motion for Partial Summary Judgment on Its Tenth Coxmta'clnini”); (3) SCO’s Rule 56(f)
Motion; and (4) [BM’s Motion to Strike Materials Submitted by SCO in Opposition to IBM’s
Cross-Motion for Partial Summary Jedgment. .
A hearing on the motions was heid on September 15, 2004.' At the hearing, SCO was

' Subsequently, on October 19, 2004, lheMaglsu'atcmdgehurdoraIargummton
SCO’s Renewed Motion to Compel. SCOsmhmmqnmadm&nhonofmformatlonthat
SCO contends js necessary to respond to IBM’s Motion for Partial Summary Judgment on Its
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represented by Brent O. Hatch, Mark F. James, Robert Silver, and Frederick Frei. IBM was

represented by Evan R. Chesler, David R. Marriott, Todd Shaughnessy, and Chris Kao. Before

the hearing, the court considered carcfully the memoranda and other materials submitted by the
parties. Since taking the motions under advisement, the court has further considered the law and
facts relating to these motions. Now being fully advised, the court renders the following
Memorandum Decision and Order.
| A SCO*S MOTION TO DISMISS OR TO STAY COUNT TEN OF -
COUNTERCLAIM-PLAINTIFF IBM’S SECOND AMENDED
COUNTERCLAIMS AGAINST SCO
SCO has moved pursuant to Rule 12(b)(6) of the Federal Rules of Civil Procedure

(“FRCP") for dismissal of, oz, in the alternative, to stay, Count Ten of IBM's Second Amended

Counterclaims against SCO. IBM, in its Tenth Counterclaim, seeks declaratory judgment “that
IBM kloes not infringe, induce infringement of; or contribute to the infringement of any SCO
copyright through its Linux activities, including its usé, reproduction and improvement of Linux,
and that some or all of SCO’s purported copyrights in UNIX are invalid and unenforceable.”
IBM’s Second Am. Countercls, § 173. | ' |

Tenth Counterclaim. Thehearmgonthcmouonmcompe[hadunhallybemwheduledfor _
argument on September 14, 2004, the day prior to this conrt’s hearing on the above-listed
dispositive motions. On September 3, 2004, the court granted SCO’s Ex Parte Motion for Leave
to File a Supplemental Memoranda Regarding Discovery, On September 10, 2004, IBM filed a
motion to coptinue the September 14, 2004 hearing so that it could respond to SCO’s
supplemental temorandum. On the same day, the Magistrate Jodge vacated the September 14,
2004 hearing date to allow both parties time to adequately brief the jssues before the court, and
she reset the hearing for October 19, 2004. On January 18, 2005, the Magisirate Judge issued
herop:mononSCO’sRmcwedMot:oanompelDlmvery granting in part and denying in
part SCO’s motion.
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SCO’s reason for seeking dismissal or a stay of the Tenth Counterclaim transformed
during the course of briefing its motion. SCO initially srgued that “{t]his precise issue will be
litigated in a case filed by SCO against AutoZone in federal district court in Nevada.” SCO’s
Mem. in Supp. of Mot. to Dismiss or to Stay at 2. In the AutoZone lawsuit, SCO has alleged
that AutoZone “bas infringed and will contmuc to infringe SCO’s copyrights in and relating to
Copyrighted Materials by using, copying, modifying, and/or distributing parts of the
Copyrighied Materials, or derivative works based on the Copyrighted Materials in ¢conmection
with its implementations of one or more versions of the Linux operating system, incnnsiste.nt
with 8CO’s exclusive rights under the Copyright Act.” SCO v. AwtoZone, Case No. CV-5-04-
0237-RCJ (LRL) (D. Nev) Compl. § 21.

In comparison, SCO argues that the only‘copﬁight claim SCO has asserted against IBM.
is “primarily” for IBM’s continving use of ATX or Dynix after SCO terminated IBM’S UNIX
licenses. SCO centends that it has not aleged a claim against IBM for copyright infringement
arising out of IBM’s use, rcproducﬁon, of improvement of Linux. .S.'ee SCO's Mem. in Supp. at
3, 4; see'alsp Decl. of John Harrop in Supp. of SCO’s Opp’n to IBM’s Mot. for Partial Swinm. J.
at 4: Thus, SCO claims that IBM’s Tenth Counterclaim is redundant and unnecessary because
the copyright issues are the crux of the Autozone litigation, Therefore, SCO contends, “tbe need
for IBMs Tenth Counterclaim seeking such declaratary judgment is nil.” SCO’s Mem. in Supp.
at3.

- However, SCO subsequently abandoned the argument that this court should dismiss or

stay the Tenth Countercizim to allow tho Autozome court 1o decide the issue, presumably becanse
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the United States District Court for the District of Nevada, the court in which the AutoZone suit
is pending, :st;ayed that action pending resolution of the instant action. As a result, SCO now
argues that the court should exercise its discretion to decline to exercise jurisdiction over what it
characterizes as a permissive counterclaim. SCO claims that the Tenth Counterclaim will unduly
complicate this action because it encompasses new and burdensome issues that do not remotely
arise out of the transactions that underlie SCO’s claims in this action.

. 1BM disagrees, claiming that its Tenth Counterclaim is a compulsory counterclaim that
IBM must bring in this action or be barred by the doctrine of res judicata from litigating this
claimina séparatc action. Furthermore, IBM argues that, even if this court disagrees ﬂmt the
counterclaim is compulsory, the court shonld permit IBM to litigate this claim because (1) it is
essentially the mirror-image of SCO’s claims against IBM, and (2) SCO has publicly accused
IBM and others of infringing SCO’s copyrights through their use of and contributions toLmux,
which, IBM contends, is “part and parcel of SCO’s campaign to foster and maintain fear,
umcertainty and doubt in the marketplace about Linux in general and IBM’s products and
services in particular.” IBM’s Mem. in Opp’n at 2.

Despite the parties’ disagreement conceming whether IBM's Tenth Counterclaim is

permissive or compulsory, this court need not decide the issue because the court will retain

jurisdiction over the Tenth Counterclaim in any event. Whether the claim is compulsory or not,

there is no question that it overlaps 1o some extent with the claims brought by SCO.
Notwithstanding SCO’s puzzling denial in jts briefing that it has not alicged 2 claim

against IBM for copyright infringement arising put of its use, reproinction, “'ﬁl;mb?mnt of

Linux, it clearly has alleged such a claim. For example, in is Second Amended Complaint, SCO
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alieges that IBM has infringed SCO’s copyrights by “incorporating (and inducing, encouraging,
and enabling t;thcrs to incorporate) SCO's proprietary softwaré into Linux open source software

offerings.” Second Am. Compl. at {6 (c). In addition, SCO alleges that “a significant amount

of UNIX protected code and materials are currently found in Linux 2.4, 2.5x and Limx 2.6
releases in violation of SCO’s . . . copyrights.” Jd. § 79. It also alleges that IBM is “improperly
extiacting and using the confidential and proprietary information it acquired from UNIX and

dumping that information into the open source community.” Jd. §110. Finally, it bas atleged

that IBM has “infringed, [has} induced the infringement of, and [has] contributed to the
infringement of, cc;pyrighl registrations of SCO and its predecessors.” 14 § 179. Thus, while
IBM’s Tentk Counterclaim appears to be broader in scope than SCQ’s claims, there is ciearly
significant overlap between the claims.

Moreover, from a judicial economy and fundamental faimess perspective, it makes sense
to litigate the Tenth Counterclaim in the instant action for a variety of reasons, including that: (1)
to dismiss or stay this claim would unnecessarily delay resolution of this important issue; (2)
taken to their logical conclusion, SCO’s ,arfg-umentsabmu the expansiveness and complexity of
this claim, would, for all inents and purposes, unfairfy preciude any entity from ever challenging
$CO’s public accusations about Linux containing SCO’s allegedly copyrighted UNIX code; (3)
the Red Hat and AutoZone cases have been stayed pending resolution of the instant action, which

is much further along in the litigation process than either of the othcr two actions; (4) SCO’s

barrage of public statements about pursuing allcgoci infiingers of its alleged intellectual property
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rights justifies IBM’s attempt to resolve this claim as quickly as possible;? and (5) there is little
mefit to SCO's claim that IBM’s Tenth Counterclaim will add undue complexity to this

titigation, given SCO’s public statements on the issue and the fact that it bronght 8 lawsuit
against AutoZone based—in SCO's words—on this “precise issue.” See SCO’s Mem. in Supp. at
2. The court assumes that SCO was prepared to prosecute its claim in the AuroZone case ot it
would not have filed suit. Indeed, in light of SCO's lawsuit against AutoZone and SCO’s
public statements during the fast two years, which have essentially invited this claim, it is
incomprehensible that SCO seeks to postpone resolution of this claim. Accordingly, SCO’s
Motion to Dismiss or to Stay Count Ten of Counterclaim-Plaintiff IBM’s Second Amended
Counterclaims Against SCO is denied.

IL  IBM'S.CROSS-MOTION FOR PARTIAL SUMMARY JUDGMENT ON ITS
TENTH COUNTERCLAIM AND SCO’S 56(F) MOTION

As stated above, IBMs Tenth Counterclaim, alleges that “TBM does not infringe, induce

infringement of, or contribute to the infringement of any SCO.copyright through its Linux

* IBM, in its briefs supporting its Motion for Partial Summary Judgment on Its Tenth
Counterclaim, has detailed some of SCO's many public assertions of copyright infringement.
For example, in May 2003, SCO sent letters to Fortune lOOOoompames(uwh!dmg IBM)
assemngthat“LmuxmﬁmgeSonourUND(mwﬂectualpropmtyandothanghts IBM’s Mem.
in Supp. of Mot. for Partial Summ. J,, Ex. 10 at2. Alsoin May 2003, SCO issued 2 press release
charging that “Linux wanunauﬂxomed derivative of UNIX dnd that legal liability for the usc of
Linux may extend to commercial users.” Awordmgtoscoxhepmsmleasewas“bﬂsedon
[SCO’s] findings of iflegal inclusions of SCO UNIX intellectual property in Linux.” Jd. Ex. 12
at 1. In Avgust 2003, SCO issued a press release concerning the Red Hat case, reaffirming its
claims that “Linux inclades source code that is a verbatim copy of UNIX and carries with it no
warranty or indemnification.” Id. Reply Ex. 14 3t 1. Tn December 2003, SCO sent letters to

every member of Congress claiming that “Linux software contains significant UNIX software
wnmathubmmmmpuaMy,deManﬂprMdmme”mdmdamg
its Omemm”mmeeommumtymhngﬂae“mdesprcadmmofowcopynghtedUND(
code in Linux.” Jd, Reply Ex.16 at 2.
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activities, including its use, reproduction and improvement of Linux, and that some or all of
SCO’s purported copyrights in UNIX are invalid and unenforceable.” §173. IBM now seeks

summary judgment.on its Tenth Counterclaim.’

A. IBM’5 MOTION PURSUANT T0 FRCP 56

1. Standard of Review

Summary judgment is appropriate only "if the pleadings, depositions, answers to
interrogatories, and admissions on file, together with the affidavits, if any, show that there is no
genuine issue as to any material fact and that the moving party is entitled to a judgment as a
matter of law.” Fed. R. Civ. P. 56(c); see also Celotex Corp. v. Catrett, 4ﬁ U.8. 317,322.23
(1986). In reviewing the factual record, we construe all facts and make reasonable inferences in
the light most favorable to the non-moving party. See Byers v. City of Albuquergue, 150F3d ~
1271, 1274 (10th Cir.1998),

2. IBM’s Arguments

Although the instant summary judgment motion was filed just shortly after IBM asserted
the claim in its Second Amended Counterclaims and well before the close of discovery, IBM
contends that no additional discovery i necessary on this counterclaim. IBM’s assertion is
based on SCO’s public statements that it has significant evndence of copyright infringement.
IBM recounts, among other examples, the following statements made by SCO regarding its

* To prove copyright infringement, SCO must establish (1) that SCO owns valid
copyrights in the UNIX software, and (2) that IBM has copied protectable clements of the .
allegedly copyrighted UNIX software, See Mitel, Inc. v. Igtel, Inc., 124 E.3d 1366, 1370 (10®
Cit. 1997); Country Kids ‘N City Sticks, Inc. v. Sheen, T7 F.3d 1280, 1284 (10 Cir. 1996).
*“‘Copying’ is regularly used as a shorthand to refer to the infringement of a copyright holder’s
exclosive rights under a copyright.” /d. n.2 '
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copyright claims:

In April 2003, SCO's Senior Vice President Chris Sontag stated that, “We arc using
objective third parties to do comparisons.of our UNIX System V source code and Red Hat
[Linux] as an example. ‘We are coming across many instances where our proprietary sofiware
has simply been copied and pasted or changed in order to hide the origin of our Systemt V code
in Red Hat. This js the kind of thing that we will need to address -with many Linux distribution
companics at some point.” IBM’s Reply Ex, 18 at 2.

Also in May 2003, SCO's spokesman Blak.c Stowell stated that, “We had hired some
outside consultants to compare code from the Linux kerne! to our Unix System 5 source code,
which is the base Unix source code that is used for a lot of different products. In doing the
compatison, there were instances where they found line-by-Yine copies—direct copy and pasting
of code-and other instances where the code had been obfuscated. [Tt was] changed 1o look like it
was different, but in reality it was the same code.” /. Bx. 19 at 1-2. '

In June 2003, a SCO spokesman stated that SCO had hiréd three teams of experts,
including a group from the MIT math department, to analyze Linux and UNIX code for
similarities. “All three found several instances where our Unix source code had been found in
Linux,” 1d. Ex. 5at2.

In August 2003, SCO’s CBO Darl McBride stated that pattern-recognition experts hired
by SCO “have already found a mountain of code.” “The DNA of Linux is coming from Unix.”
fd. Ex.20. That same month, Chris Sontag stated that, “In fact, SCO knows exactly which
version of Unix System V the code came from and which licensee was responsible for illegally

contributing it to Linux.” Id. Ex. 22,
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In November 2003, Robert Bench, SCO’s Chief Financial Officer, stated that, “Along
the way, over the last several months, once we had the copyright issne resolved where fully we
had clarity arbnnd the copyright ownership on UNIX and System V source code, we have gone
in and done a deep dive into Linux. We have cormpared the source code of Linux with UNIX .
every which way but Tuesday. We've come out with a nmnber-of violations that relate to those
copyrights.” Id. Bx. 6at4. . S

Chris Sontag stated in November 2003 that, “There are other literal copyright
infringements that we have not publicly provided, we’ll save those for court.” Jd. Ex. 21 at 6.
He further stated that “there are over one miltion lines of code that we have identified that are
derivative works by IBM and Sequent that have been contributed into Linux that we bave
identified. ...” Id. Similarly, in June 2004, SCO represented to the Red Hat court that, “SCO
has discovered significant instances of line-for-line and ‘substantially similar’ cOpymg of code
from Unix System V into Limux.” Jd. Bx. 10 at 2. '

Moreover, IBM claims that SCO has had at its ready access since the beginning of this
case all the information necessary to determine whether and how Linux infringes its purported
copyrights—the UNIX source code to which SCO purports to hold copyrights and the sonrce code
for Linux, which is available to anybody on the Internet,

IBM contends, however, that despite SCO’s public statements and notwithstanding the
fact that SCO has access t all the information relevant to this claim, SCO has “failfed]
altogether to show how IBM's Linuk activitics infringe SCO’s alleged copyrights conceming the
UNIX software.” IBM’s Mem. in Supp. of Mot. for Partial Summ. J. at 6. Thus, IBM maintains

that it is entitled to summary judgment on this claim.
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3. SCO’s Arguments

Despite SCO’s 91-page opposition meimorasdum and 70-plus pages of affidavit
testimony, _SCOimscnti&Hy argues that IBM’s motion is premature because the discovery period
is not over, and SCO has been unable to obtain from TBM the necessary discovery. SCO has
filed several affidavits which purport to explain why SCO nceds more discovery, the efforts it
has made to obtain the discovery it needs, and what SCO bebicves it can obtzin from further
discovery.

4. Dis‘c‘u‘ssﬁm

Viewed against the backdrop of 8CO’s plethora of public statements concerning FBM’s
and others’ infringement of SCO’s purported copyrights to the UNIX software, it is astonishing
that SCO has not offered any competent evidence to create a disputed Fact regarding Whether
IBM has infringed SCO’s alleged copyrights through IBM’s Linuix activities:* Further, SCO, in
its bricfing, chose to cavalierly ignore IBM’.s.c;lainzs that SCO could not create a disputed fact
regarding whether it even owned the relevant copyrights.

Nevertheless, despite the vast disparity between SCO’s public accusations and its actual
cvidence-or complete lack thereof-and the resulting temptation to grant IBM’s motion, the court
has determined that it would be premature to grant summary judgment on IBM's Tenth

* SCO asserts that Mr. Sandeep Gupt, in his declaration, describes “several routinies
several groupmgs of code for which SCO has copyright protection that moopz\:lin!o the o
Linux operating system.” Gupta Dec. §3. SCO claims in its opposition brief that the alleged
‘f:acts set forth in Mr, Gupta’s declaration “show copying of matesial from UNIX into Linux” and

are themselves sufficient to create genine issues of material fact ™ SCO’s Mem. in Opp'n at
85. However, as an example.of cue of many internal inconsistencics in 8CO’s briefing, SCO
glbin “"?‘}gle? that Mr. Gupta’s declaration “does not discuss whether any of the Linux code he
° Ii-:vtz mﬁms ges any of SCO’s copyrights.” SC0O’s Mém. in Opp’n to IBMs Mot. to Strike at
7. Rather, 3CO claims, Mr. Gupta’s declaration was offered not to show IBM's copyright
mﬁ-n:,lgemcnt of SCO’s protected UNIX code,” but rather for the narrow p;ﬁpose of supporting
SCO’s request for S6(f) relief. Jd, at 1. | |

10
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Counterclaim. This determination is based on several factors. .

_ First, the court is not persuaded that the only materials necessary to conduct a substantial
similarity analysis are the Linux kemnel and the UNIX code.® Similarly, the court is not
persuaded that discovery conceming IBM's AIX and Dynix programs is jrrelevant to the
question of whether code in Linux is substantially similar to code in the UNIX software. Thus,
the court agrees with SCO that granting summary judgment would be premature given that
SCO-at the time the instant motion was briefed-had not obtained from IBM the AIX and Dynix
code that SCO has been requesting.®

Second, the court is mindful that, “unless dilatory or lacking in merit, 2 Rule 56(f)

* To'make this perhaps overly simplistic argument, IBM appears to assume, for purposes
of this motion, that it will prevail on SCO’s breach of contract elaims. IBM ignores the
‘possibility that copyright infringement could result from improper use of derivative works, see
e.g., Liuv. Price Waterhouse LLP, 182 F. Supp. 2d 666 (\.D. 1ii. 2001), and that its Tenth
Counterclaim depends, at least in part, on the resohution of SCO's contract claims. It appears to
the court that this motion must be decided either contemppraneousty with or subsequent to
resclution of SCO’s breach of confract claims.

¢ In essence, the court agrees with the conclusions reached by the Magistrate Judge in
her Order Pertaining to SCO’s Renewed Motion to Compel, dated January 18, 2005. The.court
has reviewed all of the briefing filed in connection with the hearing held before the Magistrate
Judge on October 19, 2004, and has reviewed the transcript of that hearing. In making this
dtheteammauon, however, the court does not intend to foreclose cntuely IBM’s ability to object to
e Order.

In connection with this procedural quagmire, the court notes that IBM bas decided to file
a motion for reconsideration of the Magistrate Judge’s Order instead of filing an objection with
this court. See IBM’s Ex Parte Motion for Extension of Time to Submit Objections to Discovery
Onrder. IBM has requested permission to object, within ten days, 80 any Order issued by the
Magistrate Judge on IBM’'s Motion for Reconsideration. On February 1, 2005, the court issued
an order agrecing to this process. SeeOrdeernungIBM'sExl’mMononforEWnof
Time to Submit Objections to Discovery Order. ‘Thus, the parties now know that the court is in
general agreement with the Magistrate Judge regarding her Order of January 18, 2005, but the
pamesarenotpmludedﬁnmﬁhngobjecnmmanymdermwdbymemmmlndsem
IBMsyet-to-be-ﬂledMohonforRmnsldemuontoptucrveﬂmmzesforappcaltoseck .
review of specific aspects of the Order,

11
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motion should be liberally treated.” Committee for the First Amendment v, Campbeﬁ, 962 F.2d
1517, 1522 (‘10"‘ Cir. 1992) (intemal quotations omitted). “Although the affidavit need not
contain _evidcntiary facts, it must explain why facts precluding summary judgment cannot be
presented.” Jd. The Tenth Circuit has explained that “[t}his includes identifying the probable
facts not available and what steps have been taken to obtain these facts.” Jd. Further, “[iln this
circuit, the nonmovant also must explain how additional time will enable him to rebut [the]
movant’s allegations of no genuine issue of fact.” Jd. (intemal quotations omitted). The court
finds that the affidavits submitted by SCO were timely filed and fulfill the requirements set forth
by the Tenth Circuit. _

Third, at the time that the instent action was argued to the court, SCO had filed a
Renewed Motion to Compel discovery, which sought, among other things, 2]l versions of AIX
and Dynix, including the names of the individuals who contributed to ATX and Dynix. SCO
claimed, in its motion to compel, that this information was necessary to defend against IBM’s
Tenthk Counterclaim and to prove its breach of contract claims. As set forth above, see foonote 1,
SCO’s Renewed Motion to Compel was initially scheduled tc; be argued the day prior to the
hearing on the instant motion, However, in an effort to ensure that the parties had a fair
opportunity to address the issues and cach others® positions, the hearing was vacated and heard
on October 19, 2004. |

Thus, at the time of the bricfing and oral argument on the instant motion, the court did
vot bave the beaefit of the Magistrate Judge’s ruling on SCO's discovery motion. Even without
congidering the Magistrate Judge's decision on SCO's motion to compel, however, it would be
improvident of the court to grant summary judgment on IBM’s Texith Counterclaim at this time.
Simply put, regardless of the merits, the granting of summary judgment would be very unlikely

12
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N

to survive.an appeal when 2 Rule 56(f) motion has been filed and a motion to compel production
of arguably relevant information remains pending.

Fpmﬁ, the Magistrate Judge’s recent decision on SCO's motion to compcl further
confirms that the grant of summary judgment to IBM would be entirely premature. See January
18, 2005 Order Pertaining to SCO’s Renewed Motion o Compel at 9-10 (ordering IBM to
provide in readily accessible format all versions and changes to AIX and Dynix).

Accordingly, for all the foregoing reasons, the court capnot grant summary judgment to
IBM given the posture of this case at the present time. However, IBM is free to renew or refile
its motion on its Tenth Counterclaim after the close of discovery.

B. IBM’s Motion Pursuant to FRCP 37(bX2)

Rule 37(b)(2) generaily provides that, if a party fzils to obey an order to provide or
permit discovery, the court “may make such orders in regard to the failure as are just.” See Fed.
R. Civ. P. 37(b)2). IBM agues that, because of SCO's ropeated failure to comply withthe
court’s orders, the fact of IBM;S non-infringement should sin;ply be established against SCO,
and SCO should not be allowed to adduce evidence on this jssue under Rule 37(b)2). SCO, on
the other—hand, claims that it has complied with its discovery obligations in good faith and that'
IBM’s request for this extreme sanction lacks any legal basis.

It is well settled that dismissal of a claim or establishment of certein facts is an extreme
sanction appropriate only ip casés of willfil misconduct. See Ekrenhaus v. Reynolds, 965 F.2d
916, 920-21 (10™ Cir. 1992); Knowlion v. Teltrust Phones, Inc., 189 F.3d 1177, 1182.n.6 (10*
Cir. 1999) (noting that deeming the establishment of certain facts ander FRCP 37(b)2)(A) can
be tantamount to a-dmn_quM). In this case, entering syummary judgment on IBM’s Teuth
Counterclaim would be tantamount to a dismissal of at least part of SCO’s action.

13
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Before entering such an extreme sanction, the court must consider a number of factors,

including (1) the degree of actual prejudice to the defendant; (2) the ampnunt of intexfercnce with
the judicial pfécess; (3) the culpability of the litigant; (4) whethet the court wamned the party in
advance that summary judgment would be 2 likely sanction of noncomplisnce; and (5) the
efficacy of lesser sanctions. See Ehrenhays, 965 F.2d at 921 (quotations and intemal citations
omitted).

Even assuming that SCO has violated a discovery order, which is far from evident, there
is no evidence of willfulness or bad faith to justify the draconian sanction requested by IBM.
There is no indication from the Magistrate Judge’s Ordemthat she agrees with IBM’s perception
or that she has warned SCO that such a sanction could result from SCO’s conduct in this
litigation. The fact that the Magistrate Judge is in a much better position to evaluate such
accusations and Has not noted any such nnseonduct is fatal torlBM’s.mqt_xest. Indeed, in ber
Order of January 18, 2005, the Magistrate Judge noted that “[tjhere bave been abundant
accusations of stonewalling in this case by both parties. While the court assumes the good faith
of all litigants before it, the court, nevestheless, urges both sides to tenew their efforts in
cooperating with each other.” Order Pertaining to SCO’s Renewed Motion to Compel at 11.

Accordingly, the court rejects IBM’s request that the court grant summary judgrment on
its Tenth Counterclaim as a sanctmn against SCO,

IIL. IBM’S MOTION TO STRIKE THE MATERIALS SUBMITTED BY SCOIN

OPPOSITION TO IBM’S CROSS-MOTION FOR PARTIAL SUMMARY

IBM contends that the materials submitted by SCO in opposition to IBM’s motion are
inadmissible for a variety of reasons, including that the declarations of Sandeep Gupta, Chris
Sontag, and John Harrop are not made based on personal knowledge and constitute improper

14
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opinion testimony. IBM also argnes that inany of the exhibits relied on by SCO constitute
madmissible hearsay.

SCO, én the other hand, argues th:;t the &cla_rations were submitted for the sole purpose
of providing the court with Rule 56(f) facts that attempt to demonstrate that SCO, despite its best
efforts, has not yet obtained the discovery it needs to respond to IBM's Cross-Motion on the
merits, and, that given adequate opportunity for discovery, SCO would likely find evidence that
raises genuine issues of material fact that would preclude the granting of summary judgment.

Because the declarations do not pertain to the merits of IBM s motion, the court declines
to strike thém. In addition, the court has not relied-on the allegedly inadmissible exhibits in
reaching its decision. Although the affidavits might be inadmissible for purposes of creating .a-
genuine issue of matenal fact, they are not inadmissible for purposes of FRCP 56(f). Moreover,
the court would have denied summary judgment even without relying on the Gupta, Sontag, and
Harrop declarations.

Thus, IBM’s Mt;;ion to Strike the Materials Submitted by SCO in Opposition to IBM's
Motion for Partial Summary Judgment is denied.

IV. IBM’S REMAINING MOTIONS

IBM has filed two other motions for partial summary judgment. The motjons are not
fully briefed and consequently have not yet been argued. Specifically, IBM has filed a Motion
for Partial Summary Judgment on SCO’s Breach of Contract Claims, and IBM has filed a
Motion for Partial Summary Judgment on lts Clairg of Copyright Infringement (Eighth

Counterclaim). IBM’s reply briefs on the two motions are due on February 25, 2005,
Regarding IBM’s motion concerning SCO’s breach of contract claims, SCO has filed a
Rule 56(f) motion, and the Magistrate Judge’s Order of January 18, 2005 compels the disclosure

15
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an -

of a significant amount of information that bears on this motion. Thus, the court declines to

entertain this- motion until after the close of discovery. Furthermore, it also appears that IBMs
Eighth Counterclaim would be more efficiently resolved after the close of discovery and the

resolution of other motions.

Having reviewed not only the instant motions, but also the parties’ recent briefs on
discovery issues, the Magistrate Judge’s Order of January 18, 2005, and the briefing filed to date
on IBM's pending motions, it has becom clear to the court that many of the claims and
counterclairs are dependent on the resofution of other claims and that judicial economy is not
served in this action by entertaining dispositive motions prior to the close of discovery. Atthis
point, it is apparent that complete discovery is necessary prior fo the just resolution of any
claim.” Thus, the court denies IBM’s Motion for Partial Summary Judgment on SCQO’s Breach
of Contract Claims and on IBM’s Motion for Partial Sunenary Judgment on Its Clsim for
‘ Copyright Infringement (Eighth Comnterciaim) withou prejudice to renew or refile the motions
- after the close of discovery. After discovery is complete, IBM may file a motion to renew the
rotions, in which case its already-filed motions and supporting memoranda will be reactivated,

and SCO may then file new opposition memoranda-or IBM may start again by filing new

motions and supporting memoranda.

On a related matter, having become more familiar with the nature of the motions and the
discovery sought in this case, and afthough it is contrary to,th;c court’s general practice, the court
hereby orders thatno dispositive motions may be filed until after the close of discovery. Thus,

T. However, the court will eniertain 2 dispositive motion prior to the close of discovery if
the parties stipulate that the claim or issue is ripe for decision. Otherwise, no other dispositive
motions may be filed until after the close of discovery.

16
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the court’s Order of September 30, 2004, to the extent that it grants permission to file dispositive

motions prior to the close of discovery, is vacated.

M

2)

3

4

)

)

)

CONCLUSION
Accordingly, for the foregoing reasons, IT 1S HEREBY ORDERED that:

PlaintiffCounterclaim-Defendant SCO’s Motion to Dismiss or {o Stay Count Ten of

. Counterclaim-Plaintiff IBM’s Second Amended Counterclaims Against SCO [docket #

144-1, 144-2] is DENIED;*

Defendant/Counterclaim-Plaintiff IBM’s Cross-Motion for Partial Surnmary Judgment on
Its Claim for Declaratory Judgment of Non-Infringement {Docket # 152-1] is DENIED
without prejudice to renew or refile after discovery is completed;

SCO’s Rule 56(f) Motion [Docket # 195-1] is MOOT based on the court's denial of
IBM's Motion for Partial Sunmmary Judgment; |
IBM’s Motion to Strike Materials Submitted By SCO in Opposition to IBM’s Cross-
Motion for Partial Summary Judgment [Docket # 246] is DENIED;
IBM’s Motion for Partial Summary Judgment on SCO’s Breach of Contract Claims
{Docket # 225] is DENIED without prejudice to reniew or refile after discovery is
complete; | '

IBM’s Motion for Partial Summary Judgment on iits Eighth Counterclaim for Copyright
Infringement [Docket #233) is DENIED without prejudice to renew or refile after
discovery is complete.

The Court's Order Dated September 30, 2004 [Docket #313} is VACATED fo the extent

* For clarity of the record, SCO’s original motion to dismiss [docket # 142 -1; 142-2] is

moot due to SCO’s filing of its corrected motion to dismiss [docket # 144).
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-

that it grants permission to file dispositive motions prior to the close of discovery. The
court will not entertain any dispositive motions until after discovery is complete, unless -
both parties stipulate that resolution of the motion is possible prior to the close of
discovery. '

DATED this 8" day of February, 2005,

w COURT:

DALE A. KIMBAL
United States District Judge
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IN THE UNITED STATES DISTRICT COURT FOR THE DISTRICT OF UTAH

CENTRAL DIVISION

THE SCO GROUP, INC.,

Plaintifi/Couvaterclaim- ‘

Defendant, ' ORDER
V8. )
INTERNATIONAL BUSINESS Case No. 2:03CV294 DAK
MACHINES CORPORATION,

Defendant/Counterclaim-

Plaintiff.

This matter is before the court on (1) Plaintiff The SCO Group, Inc.’s (*SCO”) Motion to
Compel IBM to Produce Samuel J. Palmisano for Deposition, (2) SCO’s Motion for Leave to
File Third Amended Complaint, and issues pertaining to the parties’ proposed Amended
Scheduling Orders. A hearing on the motions was held on April 21, 2005. The court also heard
brief argument on IBM’s Motion for Entry of Order Limiting Scope of IBM’s Ninth
Counterclaim, which was not set for argument, but which is related to SCO’s Motion for Leave
to File Third Amended Complaint. At the hearing, IBM was represenied by David R. Marriott
and Todd M. Shanghnessy. SCO was represented by Sean Eskovitz, Edward Normand, and
Brent O. Hatch. Before the hearing, the court considered carefully the memoranda and other
materials submitted by the parties. ‘Since taking the motions under advisement, the court has

further considered the law and facts relating to the motions. The eourt has also considered the
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letter dated April 25, 2005, sent to the court from SCO’s counsel and also the letter dated April
28, 2005, sent to the court from IBM’s counsel in response to SCO’s April 25, 2005 letter. Now
being fully adviscd, the court renders the following Order. _

1. SCO’s MoTioN T0 ComPEL IBM TO PRODUCE SAMUEL J. PALMISANO FOR DEPOSITION

SCQ Seeks to Compel IBM to Produce its Chairman and Chief Executive Officer,
Samuel J. Palmisano, for Deposition. IBM argues that SCO has failed to demonstrate that Mr.
Palmisano has unique personal knowledge of the claims in the instant suit and that the
information sought by SCO is available from other sources.

The court finds that Mr. Palmisano could have unique personal knowledge related to the
claims in this action. Thus, IBM must produce Mr. Palmisano for a deposition. To minimiz¢ the
disroption of IBM’s operations, SCO has agreed to depose Mr. Palmisano in New York.
Although SCO seeks a seven-hour deposition, the coust imposes a limit of four hours, not
including any breaks taken during the deposition.

. SCO’s MoTioN T0 FiLE THIRD AMENDED COMPLAINT AND IBM’s MOTION TO LamrT
ScoPE OF NINTH COUNTERCLAIM

In its Ninth Counterclaim, IBM seeks declaratory judgment that “IBM does not infringe,
induce the infringement of, or contribute to the infringement of any SCO copyright throngh the
reproduction, improvement, and distribution of AIX and Dynix.” IBM, however, secks to limit
the scope of the Ninth Counterclaim, argning that it intended to seek only a declaration that

because IBM has not breached IBM’s license agreements with AT&T, and because SCO’s

putported tesmination of those licenses is invalid, IBM’s continued distribution of ALX and
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Dynix _pr‘c;duc_ts does not infringe SCO’s alleged copyrights. In seeking a narrow interpretation
of its Ninth Counterclaim, IBM contends, among other things, that the Ninth Counterclaim must
be read in the context in which it was asserted. At that time, SCO had sued IBM for copyright
infringement with respect to its continued distribution of ATX and Dynix, but it had not sued
IBM for copyright infringement with respect to other non-Linux activities. IBM asserts that
SCO had not even threatened to sue IBM for copyright infringement with respect to non-Linux
activities other than IBM's “post-termination” distribution of AIX and Dynix. Thus, [BM
claims, it did not have a reasonable apprehension of being sned by SCO, thus there was not a
case or controversy, and IBM could not have properly sued SCO for a declaration of non-
infringement with respect to IBM’s non-Linux activities, other than tﬁe “post-termination”
distribution of AIX and Dynix. Morcover, [BM argues that it should not be required to litigate a
claim it did not intend to make, does not believe it asserted, and has no reason to pursue.

SCO, on the other hand, claims that TBM is attempting to recharacterize its Ninth
Counterclaim now that SCO has found clear evidence that IBM infringed SCO’s copyrights.
Based on this purported evidence, SCO seeks not only to def;md against IBM’s Ninth
Counterclaim, but to add a.claim for affirmative relief, Specifically, SCO seeks to assert a cause
of action for copyright infringement based on IBM’s alleged unauthorized use of copyrighted
SCOcodein IBM;s ATX for Power products.

The court will permit IBM to narrow the scope of its Ninth Counterclaim. In the context
in which the Ninth Counterclaim was asserted, the court finds that IBM did not intend for the
counterclaim to be interpreted as broadly as it has been interpreted. Having determined that the
Ninth Counterclaim was not intended o sweep so brozdly, SCO’s proposed amendment is no

3
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longer the mirror-image of IBM’s Ninth Counterclaim. To permit the proposed amendment
would expand this already sizable and complex litigation and would serve only to delay its
resolution. ‘Furthermore, SCO has twice amended its Complaint during this litigation, and the
deadline for seeking leave to further amend has long-since passed. SCO has not demonstrated
the “extremety compelling circumstances” required by this court’s June 10, 2004 Order. In
addition, it has not demonstrated “good cause™ under Rule 16(b) of the Federal Rules of Civil
Procedure, and the court finds that SCO has unduly delayed secking leave to assert the proposed
cause of action. It appears that SCO—or its predecessor—either knew or should have known about
the conduct at issue before it filed its original Complaint. Accordingly, the court declines to
permit the filing of a Third Amended Complaint.
HI. REVISED SCHEDULING ORDER i
Having considered the parties’ proposed Amended Scheduling Orders and the briefing

related to the proposed Orders, the court sets forth the following deadlines:

IBM’s Comgletc Production of | August 1, 2005
{| Discovery Pursuant to the
i Order o!_'Ap_zil 20,.2005

October 28, 2005

| Final Deadline for Partiests | December 22, 2005
¥ 1dentify with Specificity All
] Allegedly Misused Material
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1| Close of All Fact Discovery January 27, 2006
Except As to Defenses to
Claims Relating to Allegedly
Misused Material _ B
Close of All Remaining March 17, 2006
Discovery (i.e., Fact Discovery
As to Defenses to Any Claim

il Relating to Allegedly Misused

f Initial Expert Reports | April 14, 2006
Opposing Expert Reports May 19, 2006

[{ Rebuttal Expert Reports June 16,2006
Final Deadline for Expert July 10, 2006
Discovery
Dispositive Motions { July 28, 2006
Oppositions to Dispositive | September l 2006

§ Motions

|| Reply Briefs on Dispositive Septembcr 29. 2005
Motions ,

J Rule 26{a)(3) Disclosures January 12, 2007
Final Pretrial Order _ Januaty 19, 2007
Deadline for Exchangmg | January 22, 2007

: Proposed Jury _lnsﬁuctlons , _ ' 7 ‘ l

§ Motions in Limine Jammary 26, 2007
Special Attorney Conference | January 30, 2007
and Settlement Conference ,

Apmoxmatdymwkspnmmmﬂ,themﬁmﬂsmdmmepuHesaThalOrder
that sets forth deadlines regarding the exchange of jury instructions between the parties, filing of
stipulated instructions and proposed instructions to which the parties conld not agree, objections
to proposed instructions, and responses to the objections. In the Trial Order, the court will also
provide deadlines for filing proposed voir dire and proposed special verdict forms.

5
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Oppositions to Motions in February 5, 2007 |

[ Limine | -
Reply Briefs on Motions in February 9, 2007

L3-week Jury Trial _ February 26, 2007 —_ l

IV. UNSEALING OF DOCUMENTS

The parties have been in the process of unsealing various documents. To ease the burden
on the Clerk’s Office, the court requests that the parties comply with the following procedure for
all papers that are unsealed in the future.

If a party seeks to unseal an entire document, that party shall file only a Notice that sets
forth the name and docket number of the document to be unsealed. The Clerk’s Office will then
unseal that document. The parties shall not refile the entire document.

If, however, only parts of a document are to be unsealed (i.c., various exhibits from an
appendix containing many exhibits), that party shall file a Notice indicating each specific paper
to be unsealed, the docket nuniber of the document containing the papers, and actual .on_i-:‘ics of
each paper to be unsealed.

CONCLUSION

For the foregoing reasons, IT IS HEREBY ORDERED that (1) SCO’s Motion to Compel
IBM to Produce Samuel J. Palmisano for Deposition is GRANTED; (2) SCO’s Motion for Leave
to File Third Amended Cotiplaint is DENIED, (3) International Business Machines Corp.’s

(“IBM™) Motion for Entry of Order Limiting Scope of IBM’s Ninth Counterclaim is
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GRANTED. TBM is directed to file a proposed Order that restates its Ninth Counterclaim? An
Amended Scheduling Order is set forth abo‘lrc, as is a procedure to follow when unsealing
documents that were previously filed under seal.

DATED this 1™ day of July, 2005.

BY THE COURT:

UG K e

DALE A, KIMBALL'
United States District Judge

Rt

2 IBMhasprmouslysubunmdapmposedOrderonth:smue,butthclanguagcofthc
proposed Order is less than clear. Thus, the court dirccts IBM to file anotber proposed Order
that clarifies the scope of the Ninth Counterclaim.
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