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Plaintiff, the SCO Group, Inc. (“SCO”), respectfully submits this memorandum in

opposition to IBM’s motion for summary judgment on its Tenth Counterclaim.
PRELIMINARY STATEMENT

IBM’s Tenth Counterclaim seeks a sweeping declaration that the Linux kernel does not
infringe on SCO’s copyrights. Conspicuously absent from IBM’s lengthy submission is the most
material fact: Literal and non-literal elements of UNIX SVr4—along with the selection,
arrangement, and coordination of those elements—are present in Linux. Neither IBM nor its
experts dispute this fact.

While IBM’s motion repeats the tired refrain that SCO has “failed to substantiate its
claims,” IBM Mem. at 2, IBM ignores the substantial, competent evidence set forth by Professor
Thomas Cargill in his Reports. Professor Cargill discusses the copying into Linux from UNIX

System V, Release 4 (“SVr4”) of protected expression regarding

REDACTED

Instead of proving noninfringement—which clearly is a matter of disputed material

fact—IBM argues that it is entitled to use the material from UNIX SVr4 in Linux because it was
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“authonzed” to do so. IBM contends that SCO: (1) does not have the nghts to this materal; (2)
if it ever had them, gave away those rights through licenses; and (3) is estopped from enforcing
them. Each of these arguments is based on a mischaracterization of the operative facts or law or
both.

First, 1n claiming that SCO does not have rights to this matenal, IBM relies on language
from the Asset Purchase Agreement (“APA”) between Novell and SCO that is contrary to
express language in the original agreement and Amendment 2 evidencing a full transfer of all
nights relating to the UNIX and UNIXWare business from Novell to SCO. The intent to transfer
the copyrights 1s further reflected in the statements of the key parties to the transaction as well as
IBM, and 1t 1s the only interpretation that makes any business sense.

Second, in an effort to cobble a supposed license to the disputed material, IBM
cherrypicks pieces of various contracts: (1) Under the Strategic Business Agreement, which
does not even relate to the disputed material, IBM claims a license from an entity that—at that
time, prior to its merger with the Santa Cruz Operation—did not have the rights that IBM
purports to have obtained; (2) Although IGM is not a party to UnitedLinux, IBM claims rights
from this brief and since abandoned venture even though SCO never contributed any disputed
UNIX matertal and did not release any distnibuted material under the GPL,; (3) Regarding “Spec
1170,” even though IBM’s claim ignores that the grant of rights to use and create denvative
works to X/Open was limited to the specification and did not include a nght to use SCO’s code
to create a competing operating system; and (4) Regarding the TIS Specifications, IBM ignores

that the TIS Specifications are only a license for software developers on non-UNIX systems to

10
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develop applications that are TIS-compliant and do not license copying of code from the
specification to develop a competing operating system.

Third, SCO 1s not estopped from pursuing its infringement claim. Estoppel is a personal
equitable defense to a claim of infringement and 1s not a basis upon which a declaration of
nominfringement, such as the one IBM seeks here, can be granted to IBM—Iet alone the rest of
the world. Defenses of estoppel and waiver are inherently fact-bound and inappropriate for
summary judgment. Here, there are numerous disputed factual issues. IBM could not
reasonably rely on the Linux activities of Caldera Systems, Inc. when that company did not own
the UNIX intellectual property. Because Santa Cruz, the owner of UNIX copyrights at the time
IBM decided to embark on its Linux strategy, had no involvement with Linux, IBM could not
have reasonably relied on third-party Linux activities as a basis for entering the market.
Moreover, the documentary record produced by IBM shows no concem whatever with Linux
activities of Caldera at any time. After Caldera acquired Santa Cruz’s UNIX rights, Caldera
(renamed SCO) acted reasonably in investigating and bringing claims concemning the copyrights,
while suspending its Linux activities. From 2001, when Linux 2.4 was first released, through
March 2003, when SCO filed suit, there is no competent evidence that IBM paid any attention to
SCQ at all mn its Linux dectsion-making. Indeed, the limited attention IBM paid to SCO was
devoted to how to misappropnate SCO’s code through Project Monterey—inequitable conduct
that would independently preclude this equitable defense.

Throughout its papers, IBM fails to correctly analyze the disputed material under the
applicable law of the Tenth Circuit. Absent from IBM’s motion is any discussion of Linux’s

infringement of UNIX as a collective work. Also absent is an analysis of the non-literal

11
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comparisons between Linux and UNIX. When IBM does address the literal elements copied in
Linux, it misapplies the law, using the incorrect legal standard to filter and compare the disputed
material. IBM’s motion for summary judgment on its Tenth Counterclaim must be denied.

STATEMENT OF DISPUTED MATERIAL FACTS

It is telling that in all of IBM’s 308 material facts, new declarations, and even a new
expert report (submitted in the form of a declaration as IBM Ex. 226), IBM claims that not a
shred of it, construed most favorably to SCO, is in dispute. That all or most of these “facts” must
break IBM’s way for it to meet its burden on summary judgment suggests the enormity of the
burden IBM faces in seeking summary judgment on intrinsically factual matters.

Many of IBM’s supposed facts are, in actuality, legal arguments or conclusions that
contravene the local rules of this District. DUCivR 56-1(b). At Appendix A (incorporated here
by reference), SCO states its position with respect to each of IBM’s purported undisputed
material facts. The facts set forth below identify supported facts which more than suffice to deny
IBM’s motion for summary judgment on its Tenth Counterclaim.

STATEMENT OF FACTS

A. UNIX Is Developed and Licensed By AT&T

1. In 1969, SCO predecessor-in-interest, Dennis Ritchie and Ken Thompson of
AT&T, created the UNIX computer operating system (“UNIX™). Ex. 274 8.!

2. An operating system is a computer program that is installed on a computer.

The documents, declarations, and depositions supporting SCO's response are appended to the
November 11, 2006 Declaration of Brent Hatch, and are cited herein as “Ex. _.” Where exhibits
attached to IBM's September 25, 2006 Declaration of Todd M. Shaughnessy are referenced herein,
they are cited as “IBM Ex. .”

12
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Ex. 274 at 10.

3. Operating systems are useful when application programs (e.g., word processor
programs) are written to run on them. The operating system mediates between the hardware that
forms a computer (e.g., the processor, memory, monitor, and keyboard) and the application
program. Ex. 274 at 6, 10.

4. The original versions of UNIX were used primarily for internal research purposes
at AT&T. Ex. 274 at 7.

5. Even though it was apparent that the value of UNIX was immense, AT&T was
prohibited under the consent decree from becoming an operating system vendor. Ex. 274 at 7.

6. In this time period, AT&T licensed UNIX to educational institutions and a limited
number of commercial entities. Ex. 274 at 7.

7. Under these license agreements, AT&T had certain rights to the modifications
(e.g., derivations or improvements) to the source code. Ex. 274 at 7.

8. As licensees made changes to the source code, numerous versions of UNIX began
to emerge. These versions of UNIX are referred to as “flavors.” Ex. 274 at 8.

9. Some of the most prominent licensees included Sun Microsystems, Inc. (“Sun”),
Hewlett-Packard, Inc. (“HP”), Microsoft, and the University of California-Berkeley. Ex. 274 at
8.

10.  There were many versions of the UNIX operating system as developed by AT&T.
These included Version 6, Version 7, Version 32V, System III, and System V. Ex. 274 at 8.

11.  In 1985, IBM licensed UNIX System V (a version of UNIX). IBM then devised

its AIX operating system. IBM Ex. 4 § 13. Similarly, Sequent also obtained a license to UNIX

13
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System V and then devised its Dynix/ptx (“Dynix”) operating system. Id. § 16. See also Ex. 276
at 36. AIX is a derivative of the UNIX System V Operating System. Ex. 11§ 18.

12. AT&T created UNIX System V Release 4 (“SVr4”) in an attempt to bring into
one operating system the best aspects of the various “flavors” of UNIX then in existence. These
various “flavors” were the derivations and improvements made by the licensees of AT&T to the
UNIX source code as well as AT&T’s own improvements and additions to its code. The

following excerpt from Goodheart & Cox’s The Magic Garden, summarizes SCO expert Dr.

Cargill’s understanding of how System V Release 4 unified the various UNIX derivatives:

SVR4 merges four of the most popular derivatives of the
UNIX system into a single standard operating system that provides
backward compatability of all four versions. The four operating
systems are: Berkeley Software Distribution 4.3 (4.3BSD), AT&T
UNIX System V Release 3, SunOS and Microsoft XENIX System
V.

SVR4’s power and flexibility is what makes it unique
amongst operating systems. It has evolved by the efforts of both
commercial and academic interests, and has taken more than two
decades in the making.

Ex. 274 at 8-9.

13.
REDACTED

14
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14.  Copyrights have been registered with the United States Copyright Office for the
following UNIX versions: 5th Edition, 6th Edition, 7th Edition, 32V, SVr3.0, SVr3.2, SVr4.0,
SVr4.1, SVr4.1ES, SVr4.2. See Copyright Reg. Nos. TXU-510-028, TXU-511-236, TXU-516-
704, TXU-516-705, TX 5-750-269, TX 5-750-271, TX 5-750-268, TX 5-76-217, TX 5-762-234,
TX 5-705-356, and TX 5-762-235. Exs. 258-68.

B. Linux Is UNIX-Like

15.  Linux is a UNIX-like computer operating system. The two versions of Linux at
issue in this case are Linux 2.4 and Linux 2.6. Ex. 274 at 64-65; Ex. 22 at 135:4-6.

16.  In 1991, Linus Torvalds began developing Linux. IBM Ex. 272.

17.  As set forth below, Linux was developed through systematic copying of SCO’s
copyrighted material. Mr. Torvalds started with Minix, which he describes as a “UNIX variant.”
Ex. 169 at 61. Mr. Torvalds then referred to the manuals for the Sun Microsystems version of
UNIX, who was a licensee: “That’s how early development was done. I was reading the
standards from either the Sun OS manual or various books, just picking off system calls one by
one and trying to make something that worked.” Id. at 82. The origin of Linux supports the

evidence that over time Linux became closer to UNIX SVr4. Ex. 274 at 64, 68.

18. REDACTED
19. REDACTED
20. REDACTED

15
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21 REDACTED

C. Linux Developers Had Access To Copyrighted Material

REDACTED
22.
23. REDACTED
24, REDACTED

25. In creating Linux, UNIX SVr4 material was copied directly from UNIX SVr4 or
from sources that copied from SVr4. Ex. 276 at 23.

26. IBM’s own experts did not consider the relevant indicia of copying in forming

16
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their opinions. In fact, when asked about the likelihood that the nearly identical code was
independently created rather than copied, Brian Kernighan replied that he didn’t know, that he
had “no way to assess that.” Ex. 22 at 125: 3-7, 268:13-269:13.

27.  IBM’s expert Brian Kernighan admits that he was instructed not to “assess the
substantive . . . nature of the code.” Ex. 22 at 284:5-7. In fact, his only basis for determining

substantial similarity was by considering a numerical count of the lines copied. Id. at 284:9-18.

8. REDACTED

29. Dr. Thomas Cargill concluded that “it would be an astonishing coincidence if the
selection, arrangement, and coordination of elements in Linux was developed independently
from the remarkably similar selection, arrangement, and coordination of elements in SVr4.” Ex.

274 at 64.

D. Linux Is Substantially Similar To Copyrighted Material

30. IBM’s experts entirely failed to consider non-literal elements, such as selection,

arrangement, and coordination of elements, in their substantial similarity analysis. Brian
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Kernighan concedes that he limited his study to certain literal elements: “I was asked to compare
the highlighted sections of the code in the items. So I did not examine the work as a whole.” Ex.
22 at 279:13-15. See also Ex. 22 at 13:10-21; 14:7-13, 277:12-278:13, 279:9-12.

31. SCO’s expert, however, performed extensive non-hteral comparisons.

REDACTED

1. No Externalities In Creating UNIX SVr4

32. IBM experts analyzed the constraints in creating Linux—the infringing work—
rather than external constraints on expression in the onginal work of UNIX. REDACTED
; Ex 22 at 191:12-25, 198:13-20.

33.
REDACTED
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REDACTED

2. There Are Many Ways To Implement the Various Aspects Of UNIX SVr4

34

35.

REDACTED

36.  Even IBM’s expert concedes that there are many choices in naming a system call.
Ex 22 at 76:18-20.

37 IBM'’s experts apply an arbitrary standard to judge the creativity of names in
header files. In fact, when pressed to articulate the standard he uses, Dr. Kemighan replied, “I do
not believe there is a precise standard. 1 believe it’s a matter of opinion, expert opinion.” Ex. 22
at 206:23-207:6.

38
REDACTED

REDACTED
39.
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REDACTED
40.

41

42.

3. The UNIX SVr4 Material Incorporated Into Linux Is Significant

43

REDACTED

44.  The significance of a system call is dependent in part on the role it plays with

regard to a particular application program.

REDACTED
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REDACTED

45.

46.  IBM’s expert, Mr. Kernighan, claims not to have engaged in a qualitative analysis
of the code because he “was not asked to assess the qualitative significance.” Ex. 22 at 280:2-3.
47 SCO’s expert, however, performed an extensive qualitative analysis of the

infringing material.

REDACTED

E. SCO Now Owns the UNIX Copyrights

48.  Through a series of corporate acquisitions, as set forth below, SCO now owns all
right, title, and interest in and to UNIX operating system source code, software, licensing
agreements, and any legal claims arising out of those agreements. SCO also owns copyrights

and additional licensing nghts in and to UNIX.
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49.  Specifically, SCO owns copyright registrations for the following UNIX versions:
5™ Edition, 6™ Edition, 7" Edition, 32V, SVr3.0, SVr3.2, SVr4.0, SVr4.1, SVr4.1ES, SVr4.2.
See Copyright Reg. Nos. TXU-510-028, TXU-511-236, TXU-516-704, TXU-516-705, TX 5-
750-269, TX 5-750-271, TX 5-750-268, TX 5-76-217, TX 5-762-234, TX 5-705-356, TX 5-762-
235. Exs. 258-268.

50.  Prior to November 1, 1989, AT&T owned the UNIX operating system, including
copyrights. Ex. 353 at 1.

51.  Inlate 1989, AT&T transferred ownership and operation of the UNIX business to
its new wholly owned subsidiary, UNIX System Laboratories (“USL”). This transfer included
copyright rights in the UNIX operating system, including UNIX SVr4. Ex. 353 at 1, Appendix
A.

52. In June 1993, AT&T sold USL to Novell. Pursuant to a Reorganization and
Merger Agreement, Novell Acquisitions, Inc., a wholly owned subsidiary of Novell, merged
with and into USL. The surviving company was also named UNIX System Laboratories and was
a wholly owned subsidiary of Novell. Novell operated the UNIX business through that
subsidiary until April 1994, when post-merger USL merged into Novell. Ex. 382 at 1-2; Ex.
383.

53.  Novell, Inc. and The Santa Cruz Operation, Inc. (“Santa Cruz”)2 entered into the
Asset Purchase Agreement (“APA”) as of September 19, 1995. Contrary to IBM’s assertion, the

APA and associated documents granted Santa Cruz the UNIX copyrights, as set forth below.

> The Santa Cruz Operation was historically referred to as “SCO” and many documents in this action

use the term “SCO” in reference to that entity. Accordingly, for clarity Santa Cruz Operation is
sometimes referred to herein as “SCO.”
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IBM Mem. § 35.

54.

Section 1.1 of the APA provides that:

On the terms and subject to the conditions set forth in this
Agreement, Seller will sell, convey, transfer, assign and deliver to
Buyer and Buyer will purchase and acquire from Seller on the
Closing Date (as defined in Section 107), all of Seller’s right, title
and interest in and to the assets and properties of Seller relating to
the Business (collectively the “assets”) identified on Schedule
1.1(a) hereto. Notwithstanding the foregoing, the Assets to be so
purchased shall not include those assets (the “Excluded Assets”)
set forth on Schedule 1.1(b).

IBM Ex. 123 at 1-2.

35.

Schedule 1.1(a) of the APA provides that:

All rights and ownership of UNIX and UNIXWare, including but
not limited to all versions of UNIX and UNIXWare and all copies
of UNIX and UNIXWare (including revisions and updates in
progress), and all technical, design, development, installation,
operation and maintenance information concerning UNIX and
UNIXWare, including source code, source documentation, source
listings and annotations, appropriate engineering notebooks, test
data and test results, as well as all reference manuals and support
materials normally distributed by Seller to end-users and potential
end-users in connection with the distribution of UNIX and
UNIXWare . . .

Page 27 of 49

IBM Ex. 123, Schedule 1.1(a) at 1. The material transferred under Schedule 1.1(a) necessarily

includes the copyrights.

56.

Novell and Santa Cruz agreed to Amendment No. 2 to confirm that the UNIX

copyrights had transferred to SCO. Amendment No. 2 of the APA provides:

With respect to Schedule 1.1(b) of the Agreement, titled “Excluded

Assets”, Section V, Subsection A shall be revised to read:

All copyrights and trademarks, except for the copyrights and
trademarks owned by Novell as of the date of the Agreement
required for SCO to exercise its rights with respect to the
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acquisition of UNIX and UNIXWare technologies. However, in
no event shall Novell be liable to SCO for any claim brought by
any third party pertaining to said copyrights and trademarks.

IBM Ex. 444 (emphasis added).

57.  Extrinsic evidence surrounding the APA further confirms that SCO obtained
Novell’s UNIX copyrights through the APA. (Ex. 39 99 6-12; Ex. 40 99 5-10; 12-16; Ex. 59).
Novell’s internal documents also confirm that Santa Cruz had bought all of the UNIX business:

We are obligated to give SCO [Santa Cruz] all information,
contracts, assets etc. pertaining to the UNIXWare business and the

old UNIX source code business. They have bought it lock, stock
and barrel. Once the transaction is closed (Nov.-Dec.) we will

have no more involvement with this business. ... If a contract is
for UNIXWare and lets [sic] say NetWare, the UNIXWare part is
theirs.

Ex. 136. (emphasis added).

58. Near the end of 2002, SCO and Novell began discussing the Asset Purchase
Agreement and SCO’s acquisition of the UNIX copyrights. In these conversations,
representatives of Novell never stated or implied that SCO did not own the UNIX and
UNIXware copyrights. In fact, Novell consistently agreed with SCO’s statements that the
copyrights had transferred to SCO. Ex. 165 { 8-10.

59.  Moreover, SCO sent Novell a copy of Amendment No. 2, which Novell did not
have in its files and had not reviewed when it made these statements), Novell stated in a press
release dated June 6, 2003:

Amendment #2 to the 1995 SCO-Novell Asset Purchase
Agreement was sent to Novell last night by SCO. To Novell’s
knowledge, this amendment is not present in Novell’s files. The

amendment appears to support SCO’s claim that ownership of
certain copyrights for UNIX did transfer to SCO in 1996.
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Ex. 332. Novell thus admitted that it does not own the copyrights at issue and acknowledged the
relevance of Amendment No. 2 on the question of copyright ownership.

60.  In addition, paragraph 1.6 of the APA (aptly titled “License Back of Assets”)
expressly contemplated the fact that Novell had transferred the copyrights to UNIX and
UNIXWare to SCO:

Concurrent with the Closing, Buyer [Santa Cruz] shall execute a
license agreement under which it shall grant to Seller [Novell] a
royalty-free, perpetual, worldwide license to (i) all of the
technology included in the Assets and (ii) all derivatives of the
technology included in the Assets . . . (such licensed back
technology to be referred to collectively as “Licensed
Technology”). Seller [Novell] agrees that it shall use the Licensed
Technology only (i) for internal purposes without restriction or (ii)
for resale in bundled or integrated products sold by Seller which
are not directly competitive with the core products of Buyer and in
which the Licensed Technology does not constitute a primary
portion of the value of the total bundled or integrated product. The
license agreement shall include reasonable provisions concerning
Buyer’s obligation to provide documentation and support for the
Licensed Technology. The license agreement shall also provide
Seller with an unlimited royalty-free, perpetual, worldwide license
to the Licensed Technology upon the occurrence of a Change of
Control of Buyer described in Section 6.3(c) hereof. In the event
of a Change of Control of Seller (as defined in Section 6.6 hereof),
the license granted pursuant to the license agreement shall be
limited to Seller’s products either developed or substantially
developed as of the time of the Change of Control.

IBM Ex. 123 § 1.6.
61.  Consistent with the transfer of the UNIX copyrights to Santa Cruz (through the
APA and as later clarified by Amendment No. 2), the Technology License Agreement (“TLA”)
specified, in a section titled “Ownership,” that:
As between Novell and SCO:

D Ownership of Licensed Technology shall reside in SCO.
2) Ownership of any modifications made to Licensed
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Technology pursuant to the licenses specified in Section II above
shall reside in Novell.

Ex. 48 § III (emphasis added).

62.  Shortly after the closing of the APA, Santa Cruz obtained physical possession of
UNIX copyrights; those copyrights remain in SCO’s possession to this day. Exs. 258-268.

63.  Ed Chatlos, the principal negotiator for Novell in the Novell-Santa Cruz transfer
confirms that Novell and Santa Cruz both intended for the 1995 Asset Purchase Agreement to
convey Novell’s entire UNIX business, specifically including the UNIX copyrights, to SCO. Ex.
399 7. In addition, Mr. Chatlos confirmed those facts during his deposition in this case. Ex. 76
at41:12-17.

64. Santa Cruz’s principal negotiator, Jim Wilt, also confirms that SCO intended to
acquire the UNIX copyrights through the APA. Ex. 40 9. Ms. Madsen of Santa Cruz and Mr.
Bouffard of Novell further confirm that the parties must have intended to transfer the UNIX

copyrights through the APA. Ex. 50 §30; Ex. 38 § 16.

REDACTED

65.  R. Duff Thompson, who was directed by Novell Chairman and CEO Robert
Frankenberg to sell the complete UNIX business and related assets, testified that it was his
understanding and intent, as the Novell executive responsible for the negotiation of the
transaction, that the UNIX copyrights were transferred to Santa Cruz as part of the transaction

that was closed in December 1995. To that end, he signed on behalf of Novell the TLA with
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Santa Cruz Operations 1n December 1995 which, among other things, granted Novell the nght,
with certain limitations set forth therein, to use the technology that we had just sold to Santa
Cruz. If Novell had retained the UNIX copynghts as it now claims, there would have been no
need for the TLA; indeed, Novell would have needed to grant Santa Cruz a license to the
technology. Ex 18 994, 8.

66.  Moreover, during the course of the negotiations, and in his meetings with
representatives of Santa Cruz, Mr. Thompson never represented that Novell was retaining the
copynights. Mr. Thompson did, however, inform the Santa Cruz team, including Mr. Mohan,
that they were getting all of the assets except for three assets (none having to do with the UNIX
copyrights). Because Santa Cruz was buying the entire UNIX business, including the source
code, 1t was clear that they were getting the copyrights to that source code. Ex. 189 9.

67.  Notably, IBM’s own internal documents confirm that IBM considered Santa Cruz

to be the owner of the UNIX copyrights.

REDACTED

Ex 133 (emphasis added).
68.  In May 2001, Caldera International, Inc. (“Caldera International”), purchased

from Santa Cruz its Professional Services and Server divisions and its UNIX-related assets.
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IBM Ex. 221 49 80, 106. Santa Cruz had acquired these assets in 1995 from Novell. IBM Ex.
123. Novell, in turn, had purchased its rights from AT&T in 1993. Ex. 4 10.
69. In the 1990s, and until May 2001, Caldera, Inc. and Caldera Systems, Inc. did not

have any rights to UNIX copyrights. Ex. 269. 9.

1. UnitedLinux Joint Development Contract and General Public License Do
Not Give IBM a License

70.  In May 2002, Caldera International entered into a Joint Development Contract
(*JDC”) with Connectiva, Inc., SUSE Linux AG and Turbolinux to form UnitedLinux. IBM Ex.

474 at SCO1170520. IBM is not a party to the JDC. Id.

1. REDACTED
7. REDACTED
73, REDACTED

74.  None of the disputed code was “developed pursuant to” the JDC. All of the
disputed code was pre-existing at the time the JDC was signed in 2002. Under the JDC, no pre-

existing code was to be contributed to the venture, except as specifically set forth in JDC Exhibit
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75, Under Exhibit C, Caldera’s obligation to contribute pre-existing technology to the

Software was expressly limited to the following items:

REDACTED

IBM Ex. 474, Exhibit C at SCO1170569-70. Thus, all of the disputed code was pre-existing, and

Caldera Intemational did not contnbute any disputed code to the UnitedLinux project.

76. In his sworn declaration, Andy Nagle, Product Manager of The SCO Group, Inc.,

states that:

As stated, given my position on the Board of Managers, I had
frequent and numerous interactions with representatives of the
other Members. One such representative was Markus Rex, who
had helped negotiate the UL agreements for SuSE and was its Vice
President of Engineering. On several occasions during the course

29



Case 2:03-cv-00294-DAK-BCW  Document 956  Filed 02/06/2007 Page 34 of 49

of the project, Mr. Rex complained to me about Caldera’s
unwillingness to contribute any UNIX technology. He told me that
duning the negotiations SuSE had asked Caldera to contribute
certain UNIX technologies, but Caldera had refused, saying that it
mught reconsider in the future under the terms of a separate
agreement. In my conversations with Mr. Rex during the course of
the project, I conveyed to him that Caldera’s position had not
changed. Mr. Rex then expressed his displeasure at (as he viewed
it) Caldera’s intransigence in refusing to make any UNIX
contributions. In those conversations, it was always clear that
SuSE understood that Caldera had not contributed any rights to its
UNIX technology under the JDC. If SuSE had known about and
sought authorization to use the UNIX technology that
unbeknownst to Caldera was already in Linux, then SuSE would
not have asked for contributions and complained about Caldera’s
refusal to list any such technology in Exhibit C.

Ex 233 913.
77. In his sworn declaration, Andy Nagle, Product Manager of The SCO Group, Inc.,
states that:

Based on my mteractions with member representatives, all the
Members understood that Caldera did not agree to, did not intend
to, and in fact did not contribute any rights to its UNIX technology
to the UnitedLinux project. In my experience, the Members
understood that the UL [United Linux] agreements reflected
Caldera’s decision not to contribute its UNIX technology. In the
time that I was involved with UnitedLinux, no one communicated
or manifested to me a different view. For example, neither the
Board of Managers nor the development engineers incorporated
into the project any Caldera pre-existing technology other than the
items specifically listed in Exhibit C. Indeed, despite Mr. Rex’s
appeals for the UNIX technology, SUSE did not receive any UNIX
technology from Caldera.

Ex. 233914
78. The United Linux Agreement states that intellectual property in the Software
developed pursuant to the JDC “shall be assigned” to the LLC. However, to the extent, if any,

that the joint development effort gave rise to any assignable intellectual property, no member,
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including Caldera International, ever executed any documents assigning such rights, and no such

assignments were ever requested:
Other than specified Pre-Existing Technology, which was listed in
Exhibit C of the JDC, and the Jointly Developed Technology,
which was developed pursuant to the UnitedLinux project, the
intellectual property that each Member separately owned was not
intended to be assigned, and was not assigned, to the LLC or any
of its Members. That is, each Member fully retained its
intellectual property rights in all its pre-existing technology (such
as Caldera [International’s] UNIX technology) not listed in Exhibit
C of the IDC. In face, neither SCO nor any other Member ever
executed any type of assignment to the LLC. Nor did any other
Member ever even request any assignment from another Member.

Ex. 233 9 15.
79. This conclusion is confirmed by Ralph Yarro, who states in his declaration that,
“After Caldera International acquired the UNIX divisions in 2001 until Mr. Love left, the
company did not act to waive or otherwise relinquish any rights or protections to the core UNIX
intellectual property it acquired from Santa Cruz. No authority or approval was granted by the
Board of Directors to do so at any time.” Ex. 269 q 18.
80. SCO distributed UnitedLinux from November 19, 2002, into early 2003, with
some carryover of support for existing Linux customers. Ex. 233 999, 16-17.
81.  SCO made no modifications or contributions to the disputed material that it
received from SuSE and merely redistributed that material without modification. Ex. 233 q9.
82.  The material distributed by SCO under the UnitedLinux brand was contained on a
separate CD from the Linux kernel and was subject to its own End User License Agreement:
More specifically, SCO distributed SCO Linux Server 4.0 in three
compact disks. SCO received two of those disks from SuSE and

redistributed them without changing their content. The third disk,
received from SuSE as a template, was designated by UL [United
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Linux] as a value-add disk for each UL [United Linux] member,
and 1t was on this disk that SCO included some additional
packages. The entire Linux 2.4.19 kernel was included in the two
unmodified disks.

Ex. 2339 11.

F. 1BM Copies, Contributes To and Encourages the Reproduction, Distribution, and

Preparation Of Derivative Works Based On Linux

83. IBM has engaged in, induced, and contributed to the reproduction, distribution,
and preparation of derivative works based on the infringing Linux material, residing both in and
outside the Linux kemel. IBM has developed many Linux-related products, mainframes and
servers that run Linux; memory solutions for Linux environments; a broad range of software
offerings; providing Linux-related services that include deployment of Linux based e-business
environments, migration of database applications and data to Linux systems, support for Linux-
based cluster computing, server consolidation and a 24-hour technical engineering support line,
and otherwise encouraging third-parties to use the infringing Linux material. See Ex. 257; IBM
Ex. 586 at § 4-6.

84.  In addition, IBM admuts that it has made significant and valuable contributions to
the Linux kernel and the Linux environment.” IBM Mem. at § 99.

85, Despite its extensive Linux activities, IBM seeks incredibly broad relief in its
Tenth Counterclaim, stating that:

IBM is entitled to a declaratory judgment pursuant to 28 U.S.C. §
2201 that IBM does not infringe, induce the infringement of, or
contribute to the infringement of any SCO copyright through its
Linux 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.
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IBM Ex 49 173. In effect, IBM seeks a declaration from the Court “that the Linux kemel, the
core of the operating system, does not infringe any copyrights owned by SCO.” IBM Mem. at 1.

G. IBM Has No License To the Disputed Material In Linux

1. Strategic Business Agreement Does Not Give IBM a License

86.

&7

REDACTED

88.

89.

90.
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S].

REDACTED

92, In 1999, Caldera Systems did not have any rights in UNIX System V, and as such
it could not have given IBM any right to UNIX System V. Ex. 269 9.

2. SCO Granted No Rights Under OpenLinux Or The GPL

93, Caldera, Inc. distributed a product called OpenLinux. IBM Mem. § 43.

94.  The Engineening Program Manager for Caldera was not aware of and did not
authorize the inclusion 1n any Caldera Linux distribution of any UNIX materials or any notice or
other language indicating that Caldera granted any rights to those materials under the GPL or
under any other “open source” license. Ex. 233 § 6.

95, The Engineering Program Manager’s job was to review and authorize for Caldera
the mclusion of such materials and language, and it would have been incumbent on the
engineering project managers at Caldera to seek the Engineering Program Manager’s

authonzation. Ex. 233 § 6.
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96.  The GPL only applies to material knowingly and properly licensed under the GPL
by the copyright holder. Specifically, § 0 of the GPL provides that, “This License applies to any

program or other work which contains a notice placed by the copyright holder saying that it may

be distributed under the terms of this General Public License.” IBM Ex. 128 at 3.

97 One of the limitations of the GPL requires that, “You may copy and distribute
verbatim copies of the Program’s source code . . . provided that you conspicuously and
appropnately publish on each copy an appropriate copyright notice and disclaimer of
warranty .. .7 IBM Ex 128, § 1.

98 The GPL further provides that, “[M]ere aggregation of another work not based on
the Program with the Program (or with a work based on the Program) on a volume of a storage
or distribution medium does not bring the other work under the scope of this License.” IBM Ex.
128, § 2.

99 Failure to comply with the limitations of the GPL terminates the license: “You
may not copy, modify, sublicense, or distribute the Program except as expressly provided under
this License. Any attempt otherwise to copy, modify, sublicense or distribute the Program is
void, and will automatically terminate your rights under this License.” IBM Ex. 128, § 4 at 5.
Section 7 of the GPL further provides that, “If you cannot distribute so as to satisfy
simultaneously your obligations under this License and any other pertinent obligations, then as a
consequence you may not distnbute the program at all.” IBM Ex. 128, § 7.

100.  Linux does not contain the appropriate copyright notices from the copyright
owners because they were never provided. Andy Nagle states in his declaration that:

In my posttion as Engineering Program Manager for Caldera, 1 was
not aware of, nor did I authorize, the inclusion in any Caldera
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Linux distribution of any UNIX materials or any notice or other
language indicating that Caldera granted any rights to those
materials under the GPL or under any other “open source” license.
It would have been my job to review and authorize for Caldera the
inclusion of such materials and language, and it would have been
incumbent on the engineering project managers at Caldera to seek
my authorization. Furthermore, the inclusion of UNIX materials
or such language would have violated Caldera’s policy prohibiting
the open sourcing of UNIX technology.

Ex. 233 96.

101.  Consistent with Mr. Nagle’s testimony, Dr. Cargill reviewed the history of Linux
kernel patches from Linux 1.0 to Linux 2.6.17 searching for any language indicating that The
Santa Cruz Operation, Inc. issued a license to material under the GNU General Public License
(“GPL”) or any other “open source” license prior to May 2001, or that Caldera International, Inc.
or The SCO Group, Inc. released material under the GPL or any other “open source” license after
May 2001. Dr. Cargill found no such language in any Linux files. Dr. Cargill feels that, had
such language been incorporated into Linux files, he would have discovered such language. Ex.
11917.

3. “Spec 1170” and the Common API Agreement Give IBM No Rights

102.  Spec 1170 is a specification that governs certain “Common APIs for UNIX-based
Operating Systems.” 1BM Ex. 437.

103. The license to X/Open was “intended to grant X/Open sufficient rights to modify,
print and distribute the Specification.” IBM Ex. 437.

104.  The license specifically granted rights “all for the purpose of facilitating the
X/Open Fast Track Process for Spec 1170 and to derive the X/Open Specifications therefrom.”

IBM Ex. 437.
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105.  Spec 1170 provides that, “Nothing in this Letter Agreement grants any right to
claim that any derivative work of an X/Open specification is the official X/Open Specification
without the express written consent of X/Open.” IBM Ex. 437 § 4.

106.  Spec 1170 also provides that, “The Copyright Licensors and their third party

suppliers retain ownership of all intellectual property in the Specification and nothing herein

transfers or assigns any ownership therein to X/Open.” IBM Ex. 437, § 1 (emphasis added).

107. The API agreement is between IBM, HP, Sun, and Novell. IBM Ex. 482 at
SCO1178200. It provides that “Whereas, the Parties have participated in an X/Open initiative to
formulate a common API specification known as ‘Spec 1170’ for consideration by X/Open’s
membership for potential adoption as an official X/Open public specification for a base set of
APP’s for UNIX-based operating systems . ..” Id.

108.  The API Agreement further provides that “ecach Party desires to obtain rights to
use and distribute such portions of other Parties’ operating system programs, to enable it to more
quickly and efficiently develop and commercialize versions of its UNIX-based operating
system(s) which comply with Spec 1170, to the benefit of its customers and the industry . . .”
IBM Ex. 482 at SCO1178200.

109.  Section 3.10 governs the scope of the license granted under § 3.5. A subsection to
that provision provides that:

to the extent necessary to exercise the copyright licenses granted
by the licensor Party as to the Code of the licensor Party’s
deliverables or Derivative Works substantially based upon such
code, and solely in connection with the exercise of such copyright
licenses; but only to the extent that (a) such Code or such
Derivative Work is a functional part of a software program which

contains a substantial part of the Code of the licensee Party’s
release of a UNIX-based operating system and (b) such Code of
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the licensor Part’s deliverables would have infringed the same
claim or claims of the same patent.

IBM Ex. 482 at § 3.10(a)(i).

110.  Section 7.1 of the API Agreement provides that, “The term of this Agreement
shall begin on the Effective Date and shall expire on June 30, 1994, unless earlier terminated as
provided below.” IBM Ex. 482 at § 7.1.

111.  Section 7.4 of the API Agreement contains the following language regarding what
provisions of the agreement survived expiration, which suggests that the version of the
agreement relied upon by IBM is either not the final version or was not properly executed:
“[NOTE: need to check these sections near final draft] . . .” IBM Ex. 482 at § 7.4 (emphasis in
original).

112. The API Agreement relied upon by IBM is not executed. IBM Ex. 482 at
SCO1178216. The exhibit contains what appears to be an incomplete facsimile transmission that
does not reproduce a complete executed version of the agreement. Id. at SCO1178218-21.

4, Facts Relating To the TIS Specification

113. By letter agreement dated November 30, 1993, Novell transferred certain rights to
the TIS Committee. IBM Ex. 569 at SCO1818388-89. Specifically, the letter provides that,
“UNIX System Laboratories (USL) Inc. hereby grants to the TIS Committee and the TIS

Committee hereby accepts the following, with respect to the ELF Specification as specified in

appropriate sections of the following USL ABI documents:
. the System V Application Binary Interface, Third Edition, and
J the System V Application Binary Interface, Intel® Architecture Processor

Supplement”
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IBM Ex. 569 at SCO1818388 (emphasis added).
114.  The letter further provides that:

A fully paid up world-wide, non-transferable, irrevocable,
perpetual license under USL’s intellectual property copyrights to
use, copy, display, publish, modify, and create derivative works or
have derivative works created and sublicense such specification.
The information contained in the ABI documents may be used by
the TIS Committee providing USL is given appropriate copyright
recognition. The TIS specification shall not be made a commercial
revenue generating publication nor can it be used as a substitute for
the USL, ABI documents. Fees not to exceed the cost of copying
and handling may be charged by the TIS Committee for
distribution of its specifications|.]

IBM Ex. 569 at SCO1818388.

115, The TIS Specifications provide that, “The TIS Committee grants you a non-
exclusive, worldwide royalty-free license to use the information disclosed in the Specifications
to make your software TIS-compliant; no other license, express or implied, is granted or intended

hereby.” IBM Ex. 438 at 2; IBM Ex. 439 at 2.

116. REDACTED

117, REDACTED

118.  Portions of the ELF code in Linux could only have come from System V and not

the TIS Specifications. Ex. 276 at 10, 14; Ex. 22 at 202:14-203:3.

H. Facts Relating To IBM’s Equitable Estoppel Claim

119.  In or around 1998, IBM began negotiating with Santa Cruz to undertake a joint
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development project for, among other things, a UNIX-like operating system that would run on
the 1A-64 platform. This project subsequently came to be known as “Project Monterey”. IBM
Exs. 24, 25, 123, 86 § 54, 259 at 30-31.

120.  Both IBM and Santa Cruz were interested in attempting to leverage and
strengthen their existing UNIX-like operating system products as part of Project Monterey. The
goal was to develop and market a “family” of UNIX-like operating system products, headed by a
jointly developed “Monterey/64” operating system for the IA-64 Intel processor, which would
run on IBM’s proprietary “Power” processor architecture and on the IA-32 architecture. IBM
Exs. 23,24, 25, 245. For further technical details of Project Monterey, see SCO’s Memorandum
In Opposition To IBM’s Motion For Summary Judgment On SCO’s Unfair Competition Claim
at §916-78.

121, On October 26, 1998, IBM and Santa Cruz entered into the Joint Development
Agreement (“JDA”), whereby Santa Cruz and IBM agreed to enter into a joint venture to pursue
these goals. IBM Ex. 245; See SCO’s Memorandum In Opposition To IBM’s Motion For
Summary Judgment On SCO’s Unfair Competition Claim at §916-78.

122

REDACTED

123,

124, In March of 1999, during the course of the IBM-Santa Cruz joint Project
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Monterey venture, IBM publicly announced its decision to embrace Linux at the LinuxWorld
event. IBM Ex. 21 at 4. Soon thereafter, IBM opened the Linux Technology Center to make
technical contributions to Linux. Ex. 104 at 30:5-7; Ex. 2 at 24:5 - 25:15. At the time, Santa
Cruz owned UNIX and had no connection with Caldera, which did then distribute Linux.

125.  Mr. Frye, founder and head of the Linux Technology Center, states in his
declaration that, IBM decided to invest in Linux due, at least in part, to the existence and activity
of SCO [apparently referring to Caldera, not Santa Cruz] and other commercial Linux
distributors. IBM Ex. 586 1 6. IBM then argues, based in part on this statement in Mr. Frye’s
declaration, that IBM believed SCO had waived its intellectual property rights with respect to
Linux. IBM Mem. at 84. However, the then-owner of UNIX (Santa Cruz) had no involvement
with Linux at that time, and IBM knew it because, as Santa Cruz’s partner in Project Monterey,
IBM was well aware that Santa Crux had no intention of waiving its proprietary rights. Ex. 17
79; See SCO’s Memorandum In Opposition To IBM’s Motion For Summary Judgment On

SCO’s Unfair Competition Claim at 9916-78.

126. REDACTED

127.  Mr. Frye also states in his declaration that IBM undertook its Linux business
strategy, and made contributions to Linux, in the “good faith belief that these activities were

permissible.” IBM Ex. 586 § 5. This unsupported assertion is similarly undercut by Mr. Frye’s
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128.

129

130.

131
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132. REDACTED
133. REDACTED
134 REDACTED

135. At the time when the Swartz memo was developed, Santa Cruz was not involved
in the then-fledgling Linux business. IBM has not submitted any evidence showing that Santa
Cruz did anything prior to IBM’s March 1999 decision to begin its Linux activities upon which
IBM could have relied. See IBM Mem. 19 40-41, 54, 59-60, 63, 66, 69-71, 85-87.

136.  Despite being informed about the possibility that Linux code was derived from
UNIX, Santa Cruz elected not to initiate any legal action, in substantial part because IBM
assured SCO that Linux was not an economic threat and the two companies were developing
Project Monterey. IBM falsely assured Santa Cruz that it was “strongly committed” to Project
Monterey and that is Linux initiative was no threat to the joint project, because Linux would be

positioned for “low end” users while the Monterey operating system would be for enterprise-
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REDACTED .
See SCO’s Memorandum In Opposition To

IBM’s Motion For Summary Judgment On SCO’s Unfair Competition Claim §§ 16-78. See also
Ex. 386 ] 10.

137. In fact, however, IBM was secretly planning to terminate Monterey and to harden
Linux for use by “high end” enterprise users. IBM strung Santa Cruz along and paid lip service
to Monterey because it did not have a license for Santa Cruz’s SVr4 UNIX code, which it needed
to enhance Linux and its own AIX for Power operating system, which was losing market share to
Sun’s Solans (which was based on SVr4, the most recent version of UNIX, because Sun, unlike
IBM, had paid Santa Crux for a license to use SVr4). See SCO’s Memorandum In Opposition
To IBM’s Motion For Summary Judgment On SCQ’s Unfair Competition Claim §{16-78.

138.  Durning this time, Linux’s capabilities began to expand under the tutelage of IBM.
The first test release of the Linux 2.4 kemel occurred on May 25, 2000. Ex. 352 at 1. IBM
continued to enhance both Linux and AIX for Power with SVr4 code obtained from Santa Cruz,
even thought IBM well knew that it was not permitted to use this code except for development of
the Monterey operating system. See SCQ’s Memorandum In Opposition To IBM’s Motion For
Summary Judgment On SCO’s Unfair Competition Claim at § 16-78.

139, Under the Monterey JDA, as amended, IBM would earn a license to use SVr4
code 1n its other products if, but only if, it released a functional, generally available version of
the Project Monterey operating system. IBM needed and wanted to keep the SVr4 code 1t had
musappropriated, but it also wanted to terminate Monterey and focus on Linux. Thus, it covertly
executed a malicious ruse. IBM knew that Santa Cruz was selling the UNIX to Caldera, and it

duped both Caldera and Santa Cruz into believing that IBM would consent to the transfer, as
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required by the JDA. Then, even though the Project Monterey operating system was still totally
non-functional and did not even include a compiler (an essential part of a computer operating
system, IBM decided to render a sham PRPQ (limited access, beta test version for software
developers) of the product as a pretext to claim a license to use SCO’s SVr4 code.
REDACTED

On the same day, IBM purported to make available the first “generally
available” version of the SVr4-enhanced AIX 5L for Power. Ex. 82. Then, shortly after the
closing, and contrary to its prior conduct, IBM invoked and cancelled the JDA. Ex. 207; See
SCO’s Memorandum In Opposition To IBM’s Motion For Summary Judgment On SCO’s Unfair
Competition Claim Y 16-78.

140. In light of IBM’s pre-closing conduct, IBM’s cancellation was a major shock and
disappointment to Caldera, since the joint venture with IBM was critically important to Caldera’s
decision to acquire SCO’s UNIX assets and Caldera had fully expected to proceed with IBM on
Project Monterey. Ex. 269 q 8; Ex. 362 9 13; Ex. 386 9 10-11.

141. In the wake of IBM’s pull-out from Project Monterey, Caldera (the new owner of
the UNIX assets) began to retrench in order to preserve its UNIX intellectual property assets in
the face of mounting competition from IBM-backed Linux.’ In 2002, the year after the UNIX
acquisition, this new threat was crystallized by the fact that, “[c]ustomers were using . . .
proprietary UNIX libraries with Linux.” Ex. 165 4 3. SCO embarked upon an initiative to

license these customers under its UNIX rights. Ex. 165 § 3. Although other major companies

3 Although Caldera, unlike Santa Cruz, was a Linux distributor, Caldera took care to distinguish its two
distinct lines of business (proprietary UNIX and open sourced Linux) and protect its proprietary
UNIX rights. IBM Ex. 324 at 63:13-64:11
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