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I, Zachary J. Alinder, declare as follows: 

1. I am an attorney licensed to practice law in the State of California and am 

a partner at Bingham McCutchen LLP, counsel of record for plaintiffs Oracle USA, Inc., Oracle 

International Corporation and Oracle EMEA Ltd. (collectively, “Oracle”).  Except where stated 

below on information and belief, I have personal knowledge of the facts stated within this 

Declaration and could testify competently to them if required. 

2. Oracle has produced software related to over 60 copyrights in this action.  

That list includes: 
Title of Work Date of Registration Registration Number 

Shop Floor Control program March 7, 1995 TXu 619-303 
EDI Interface (6) program March 7, 1995 TXu 619-304 
Configuration Management program  March 7, 1995 TXu 619-305 
Master Production Scheduling program March 7, 1995 TXu 619-306 
Capacity Requirements Planning program March 7, 1995 TXu 619-307 
WorldCASE Development Environment program March 7, 1995 TXu 619-308 
Equipment Management (5) program March 7, 1995 TXu 619-309 
General Ledger & Basic Financial program March 7, 1995 TXu 619-310 
Enterprise Facility Planning program  March 7, 1995 TXu 619-311 
Accounts Receivable program March 7, 1995 TXu 619-312 
Warehouse Management program March 7, 1995 TXu 619-313 
Inventory Management program March 7, 1995 TXu 619-314 
Sales Order Processing/Sales Analysis program March 7, 1995 TXu 619-315 
Purchase Order Processing program March 7, 1995 TXu 619-316 
Product Data Management program  March 7, 1995 TXu 619-317 
Financial Reporting (FASTR) program March 7, 1995 TXu 619-318 
WorldCASE Foundation Environment (3) 
program March 7, 1995 TXu 619-319 
Accounts Payable program  March 7, 1995 TXu 619-320 
Financial Modeling, Budgeting & Allocations 
program  March 7, 1995 TXu 619-321 
PeopleSoft HRMS 7.0 December 15 1998 TX 4-792-577 
PeopleSoft HRMS 7.5 December 15, 1998 TX 4-792-575 
PeopleSoft HRMS 8.0 November 20, 2000 TX 5-291-440 
PeopleSoft 8 HRMS SP1 March 26, 2001 TX 5-501-312 
PeopleSoft 8.3 HRMS February 1, 2002 TX 5-469-032 
PeopleSoft 8.8 HRMS June 11, 2004 TX 6-093-947 
PeopleSoft 8 Customer Relationship 
Management September 27, 2001 TX-5-456-777 
PeopleSoft 8.8 Customer Relationship 
Management June 11, 2004 TX 6-015-317 
PeopleSoft Financials, Distribution & 
Manufacturing 7.5 December 15, 1998 TX 4-792-574 
PeopleSoft 8 Financials and Supply Chain 
Management: Service Pack 2 September 27, 2001 TX-5-456-780 
PeopleSoft 8.4 Financials and Supply Chain August 5, 2002 TX-5-586-247 
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Management 
PeopleSoft 8.8 Enterprise Performance 
Management June 11, 2004 TX-5-993-616 
PeopleSoft 8 Student Administration Solutions November 30, 2001 TX 5-431-289 
PeopleTools 7.5 November 20, 1998 TX 4-792-578 
PeopleTools 8.0 September 5, 2000 TX 5-266-222 
PeopleTools 8.10 September 5, 2000 TX 5-266-221 
PeopleTools 8.4 August 5, 2002 TX 5-586-248 
Initial release of JD Edwards EnterpriseOne XE April 26, 2007 TX 6-541-033 
ESU for JD Edwards EnterpriseOne Xe May 3, 2007 TX 6-541-051 
Cumulative Update 8 for JD Edwards 
EnterpriseOne Xe April 26, 2007 TX 6-541-048 
Initial release of JD Edwards EnterpriseOne 8.0 April 26, 2007 TX 6-541-050 
ESU for JD Edwards EnterpriseOne 8.0 April 26, 2007 TX 6-541-046 
Cumulative Update 1 for JD Edwards 
EnterpriseOne 8.0 April 26, 2007 TX 6-541-034 
Initial release of JD Edwards EnterpriseOne 8.9 April 26, 2007 TX 6-541-049 
ESU for JD Edwards EnterpriseOne 8.9 April 26, 2007 TX 6-541-036 
Initial release of JD Edwards EnterpriseOne 
8.10 April 26, 2007 TX 6-541-038 
ESU for JD Edwards EnterpriseOne 8.10 April 26, 2007 TX 6-541-037 
Cumulative Update 2 for JD Edwards 
EnterpriseOne 8.10 April 26, 2007 TX 6-541-032 
Initial release of JD Edwards EnterpriseOne 
8.11 April 26, 2007 TX 6-541-028 
ESU for JD Edwards EnterpriseOne 8.11 April 26, 2007 TX 6-541-035 
Initial release of JD Edwards EnterpriseOne 
8.11 SP1 April 26, 2007 TX 6-541-040 
ESU for JD Edwards EnterpriseOne 8.11 SP1 April 26, 2007 TX 6-541-027 
Cumulative Update 1 for JD Edwards 
EnterpriseOne 8.11 SP1 April 26, 2007 TX 6-541-039 
Initial release of JD Edwards EnterpriseOne 
8.12 April 26, 2007 TX 6-541-041 
ESU for JD Edwards EnterpriseOne 8.12 April 26, 2007 TX 6-541-045 
Cumulative Update 1 for JD Edwards 
EnterpriseOne 8.12 April 26, 2007 TX 6-541-042 
Initial release of JD Edwards World A7.3 April 26, 2007 TX 6-541-029 
Code Change for JD Edwards World A7.3 April 26, 2007 TX 6-541-043 
Cumulative Update 16 for JD Edwards World 
A7.3 April 26, 2007 TX 6-541-031 
Initial release of JD Edwards World A8.1 April 26, 2007 TX 6-541-047 
Code Change for JD Edwards World A8.1 April 26, 2007 TX 6-541-044 
Cumulative Update 6 for JD Edwards World 
A8.1 May 1, 2007 TX 6-545-421 
Initial release of JD Edwards World A9.1 April 26, 2007 TX 6-541-030 

3. Production of software for these copyrights can involve many CDs per 

release, and the related documentation and installation programs for these copyrights can involve 

many more.  Almost all of the registered software releases are not the current version that a 

customer would license from Oracle, but rather relate to older legacy versions of that product.  
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Some of the older copyright registrations require substantial research and investigation to 

identify, access and copy the applicable software, as it is no longer generally available for sale to 

customers.  Further, some of the copyright registrations, and in particular older J.D. Edwards 

software, relate to software that is on tape, rather than CD or DVD, making it difficult to access 

and copy the software without specialized equipment.  Accordingly, there is significant burden 

associated with production of these software releases.  Beyond the extensive investigation 

required for the production of the legacy software, the productions themselves are substantial.  

Just the software currently in the Third Amended Complaint required production of over 80 

software CDs, DVDs, and Tape media.  A number of additional software copyrights were added 

later into the Second Amended Complaint.  Not surprisingly, in the course of these rather 

substantial and often old software productions, certain software was produced incorrectly or with 

errors and there were delays collecting old and subsequently-added software versions.  To the 

extent that Oracle is aware that any errors in copying occurred with respect to these software 

release, they have been corrected and re-produced.  

4. As discussed in the March 24, 2009 Discovery Conference Statement, 

SAP recently raised the concern that it believed that Oracle had not produced all of the relevant 

software.  After the Discovery Conference, the Parties met and conferred a number of times.  In 

an effort to expedite resolution, Oracle requested that SAP provide a list of the specific software 

that SAP believed to be outstanding to confirm an agreed list of software to be produced.  

Attached as Exhibit A is a true and correct copy of a March 24, 2009 email that I sent to Laurie 

M. Charrington, counsel for Defendants (with certain technical content not necessary here 

redacted out of an abundance of caution), requesting Defendants to identify the list of software 

that they believed had not been produced.  Even though SAP’s motion now reveals that SAP did 

compile its own list of such software, SAP refused to provide that software list during the meet 

and confer.   

5. Without assistance from SAP, Oracle undertook to review, trace and 

confirm the production for each of the Registered Works.  Oracle provided SAP with regular 

updates on the progress of that effort, and provided a rolling production of the outstanding 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

27 

 

 
 5 Case No. 07-CV-01658 PJH (EDL) 

DECLARATION OF ZACHARY J. ALINDER 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

28 

 

software.  For example, attached as Exhibit B is a true and correct copy of an April 13, 2009 

email string between Oracle’s counsel and SAP’s counsel, including myself and Elaine Wallace, 

counsel for Defendants, in which Oracle provided updates identifying additional Registered 

Works by bates-number, title and registration number in Oracle’s production.  Oracle sent a 

further update to Defendants on April 20, 2009 identifying additional produced Registered 

Works by bates-number, title and registration number in Oracle’s production.  Further, Oracle 

made an additional production on April 27, 2009 of three remaining Registered Works.  

Accordingly, Oracle has now produced all of the software asserted in the Third Amended 

Complaint, except the current development environments that Judge Legge ruled Oracle did not 

have to produce.   

6. The first time that I was aware that SAP had any further issue related to 

current development environments was after receiving an April 8, 2008 email from Ms. Wallace, 

on which I was copied.  Attached as Exhibit C is a true and correct copy of the April 8, 2009 

email that Ms. Wallace sent to my colleague, John Polito, requesting information related to 

current development environments.  Moreover, I have reviewed the discovery conference 

statements and hearing transcripts for the discovery conferences since July 18, 2008, and found 

no mention of current development environments within the scope of Defendants’ planned 

copyright motion to compel.  Attached as Exhibit D is a true and correct copy of the April 8, 

2009 response email that I sent to Ms. Wallace, requesting additional information about 

Defendants’ request related to current development environments, including whether SAP sought 

to re-litigate this issue and asking for SAP to provide a list of issues that they planned to include 

in their motion to compel to see if the parties were on the same page.  Attached as Exhibit E is a 

true and correct copy of the April 9, 2009 email that Ms. Wallace sent to me in response, 

continuing to request further information related to current development environments, and 

insisting that the relevance to SAP’s motion “should be clear” and that SAP is not “required to 

give [Oracle] the preview of our motion you request.” 

7. Prior to the last discovery conference, Oracle agreed to provide SAP with 

access to license codes to access the software that it had produced.  Attached as Exhibit A, as 
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discussed above in Paragraph 4, is a true and correct copy of a March 24, 2009 email that I sent 

to Ms. Charrington, counsel for Defendants, agreeing to provide the software license codes and 

requesting further information from Defendants to do so.  Following the discovery conference, 

the Parties met and conferred and Oracle directed SAP to a public website where it could access 

these license codes.  During further meet and confer discussions, Oracle offered to provide 

expert technical assistance should any issues arise with respect to the license codes.  SAP has not 

reported any further difficulty obtaining license codes, nor has it taken Oracle up on its offer of 

technical assistance. 

8. After Oracle objected to SAP’s attempt to depose a 30(b)(6) witness from 

Plaintiff Oracle International Corporation concerning the details of every piece of software and 

other registered work in the Third Amended Complaint –  83 separate registrations – Oracle 

offered through meet and confer to amend and supplement Interrogatory Response No. 13 with 

information related to Registered derivative works as well.  Following further meet and confers, 

Oracle has now amended and supplemented its Response three times in an attempt to satisfy 

SAP’s ever-broadening requests for discovery related to derivative and pre-existing works.     

9. In the meet and confer prior to Oracle’s last supplementation of this 

response on December 5, 2008, Oracle proposed to provide module-level detail for each 

copyrighted work to the extent Oracle could locate that information.  Oracle believed this 

proposal meant information about which modules (e.g., Payroll) were contained within each 

Registered version (e.g., Human Resources), and which fixes related to which modules.   This 

proposed supplementation would require an enormous amount of work by Oracle, because 

compiling a list of module-level software products for numerous complex business software 

programs, some of which are over a decade old, is a burdensome and manual process of sifting 

through all of the documentation available for those software releases.  Therefore, I previewed an 

example of Oracle’s planned response with SAP, specifically to make sure that if Oracle 

undertook this time-consuming work, SAP would have vetted and agreed that the response was 

sufficient.  Attached as Exhibit F is a true and correct copy of an email string between me and 

Ms. Wallace, counsel for SAP, including an October 17, 2008 email in which I proposed the 
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module-specific supplementation and requested assurances that it would be sufficient, as well as 

Ms. Wallace’s October 21, 2008 response, stating that the proposal was “acceptable,” but 

requesting additional information about how Oracle would supplement as to certain other works 

and as to Topic 6 of SAP’s deposition notice, and finally, my November 18, 2008 response email 

to Ms. Wallace providing the proposed supplementation strategy for the other works and for 

Topic 6 of SAP’s deposition notice.  On the basis of SAP’s statement that the proposal was 

“acceptable,” and without further contrary response from SAP, Oracle proceeded with the further 

supplementation of its response to Interrogatory No. 13. 

10. In that November 18, 2008 response email (Exhibit F), I also proposed a 

search for and production of software release notes related to the Registered Works to respond to 

SAP’s request for derivative work/preexisting work information.  These Release Notes describe 

the software releases in detail, including information related to derivative and pre-existing works.  

Indeed, a number of these Release Notes specify the changes from one PeopleSoft or J.D. 

Edwards software release to the next – precisely the type of information SAP said it wanted.  

Attached as Exhibit G, as exemplars from the 20,000+ pages of Release Notes that Oracle has 

produced to SAP, are true and correct copies of the cover pages for Release Notes for (1) 

PeopleSoft 8 – a 729 page document containing “an overview and preview of the new features 

and enhancements in PeopleSoft 8” – produced from ORCL00259788 to ORCL00260516, and, 

(2) EnterpriseOne XE – a 362 page document detailing the “Net Change” from the prior 

EnterpriseOne software release to EnterpriseOne XE – produced from ORCL00254294 to 

ORCL00254655.  Both relate to Registered Works in Oracle’s Third Amended Complaint (e.g. 

TX 5-291-440 and TX 6-541-033).  Oracle’s proposed supplementation with regard to locating 

these Release Notes was expected to (and did) require extremely burdensome searches for 

historical documentation related to each of software releases listed in Oracle’s Third Amended 

Complaint, and includes many preexisting releases.  Ms. Wallace did not respond to my 

November 18 email (Exhibit F) prior to the proposed supplementation date of December 5, 2008 

to state that my proposal would not be “acceptable.”  Accordingly, Oracle proceeded with the 

collection, and on December 5, 2008, the same day that Oracle supplemented its interrogatory 
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response, it produced over 20,000 pages of these software Release Notes.   

11. During meet and confer on the derivative and preexisting works issues, 

one of the types of information that SAP said that they sought was information regarding 

development and changes to Oracle’s software.  While Oracle continued to deny the relevance of 

that derivative and preexisting work information (and went forward with the release note 

production, which in many cases details that type of information), Oracle confirmed that certain 

types of information responsive to SAP’s requests, in addition to many other types of 

information related to Oracle’s copyrighted software, existed within the Customer Connection 

databases.  Accordingly, Oracle also referred SAP to these databases in its interrogatory 

responses.  Oracle never agreed that SAP’s discovery into these areas was relevant or 

appropriate, and we never offered these databases up as the “solution” to SAP’s improper 

requests. 

12. The issue with large database/computer-related data productions being 

“corrupted” or “unusable” (or at least perceived as such by other party) has been a recurring 

issue in the case on both sides.  Attached as Exhibit H is a true and correct copy of an email 

string between Oracle’s counsel and SAP’s counsel related to the problems that SAP complained 

of with regard to the Customer Connection databases (with certain technical content not 

necessary here redacted out of an abundance of caution), including an April 6, 2009 email 

exchange between myself and Scott Cowan, counsel for SAP, describing problems with usability 

of computer data productions on both sides.  Further, when SAP first produced its Lotus Notes 

SAS database, Oracle could not review it and had to hire an expert solely dedicated to getting 

Oracle access to review the material in that database (at a current cost to Oracle, solely in expert 

fees, of $37,862).  Judge Legge also ordered SAP to assist Oracle with understanding that 

database, just as Oracle has provided assistance to SAP relating to the Customer Connection 

databases.  After meeting and conferring with SAP to understand the problem with respect to the 

Customer Connection databases, Oracle set up and restored the Customer Connection databases 

itself.  Then, Oracle went to great lengths to document the process and then provided SAP with 

detailed written instructions and screen shots of the process for restoring SAP’s own copy of the 
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relevant databases.  SAP has not requested further technical assistance.  Accordingly, all of 

SAP’s complaints about the usability of the Customer Connection databases appear to have been 

resolved.   

13. Anticipating that SAP may try to challenge Oracle’s ownership of the 

copyrights due to chain of title technicalities, Oracle took the additional step of recording the 

copyright transfers with the Copyright Office.  Attached as Exhibit I is a true and correct copy of 

the two recordations with the Copyright Office recording the prior copyright transfers from 

PeopleSoft and J.D. Edwards to Oracle, dated August 13, 2008. 

14. Among other documents and data produced related to ownership of the 

Registered Works, Oracle has produced relevant, non-privileged documents including form 

copies of employment agreements, work for hire agreements, software release notes, numerous 

software-related databases showing development of the works, and other assignment agreements 

and inter-entity agreements.  Further, two 30(b)(6) designees, Todd Adler and Ann Kishore, 

testifying on Oracle’s behalf, have discussed the relevant agreements and documents, including 

as they relate to Oracle’s ownership of the Registered Works. 

15. As relates to acquisition documents, I am not aware that SAP ever 

mentioned Distinction Software in any meet and confer or discovery conference.  The only 

mention of Red Pepper Software of which I am aware is a reference in an email dated April 9, 

2009 from Ms. Wallace, counsel for SAP, to me.  Attached as Exhibit J is a true and correct copy 

of the April 9, 2009 email string, including the above-referenced email from Ms. Wallace, and 

my response email of the same date.  My response email at the top of Exhibit J, dated April 9, 

2009, requested SAP provide any authority upon which it based the request for these remote 

acquisition documents, including Vantive.  SAP did not respond to my request for further 

information as to Red Pepper and Vantive, and instead filed its motion to compel. 

16. Attached as Exhibit K is a true and correct copy of certain pages, 

including page 63, from an audio transcription of the October 10, 2008 Discovery Conference, 

discussing the issue of production of documents “sufficient to show” copyright ownership. 

17.  Attached as Exhibit L is a true and correct copy of Computer Assocs. 
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EXHIBIT L 
 
 



 
 

775 F.Supp. 544 Page 1
775 F.Supp. 544, 1991 Copr.L.Dec. P 26,783, 20 U.S.P.Q.2d 1641 
 (Cite as: 775 F.Supp. 544) 
  

United States District Court, 
E.D. New York. 

COMPUTER ASSOCIATES INTERNATIONAL, INC., 
Plaintiff, 

v. 
ALTAI, INC., Defendant. 

No. CV 89-0811. 
 

Aug. 9, 1991. 
 
 Copyright owner brought action for infringement of 
copyright protecting operating system compatibility com-
ponent of computer program.   The District Court, George 
C. Pratt, Circuit Judge, sitting by designation, held that: 
(1) certificate stating that copyright was claimed in text of 
derivative computer program based on unregistered pro-
gram was sufficient compliance with registration re-
quirement;  (2) rewritten compatibility component in 
computer program was not substantially similar to copy-
righted component and, therefore, did not infringe it;  and 
(3) Copyright Act preempted claim for misappropriation 
of trade secrets. 
 
 So ordered. 
 

West Headnotes 
 
[1] Copyrights and Intellectual Property 50.25 
99k50.25 Most Cited Cases 
Certificate stating that copyright was claimed in text of 
derivative computer program based on unregistered pro-
gram was sufficient compliance with registration re-
quirement to permit owner to maintain action for in-
fringement of unregistered operating system compatibility 
component of program; code for compatibility component 
had not been placed in public domain, and owner was 
author of compatibility component. 17 U.S.C.A. §§ 102, 
103(b), 408(a), 411(a), 412. 
 
[2] Copyrights and Intellectual Property 36 
99k36 Most Cited Cases 
Copyright protection for registered computer program that 
was derived from unregistered program covered unregis-
tered operating system compatibility component of pro-
gram; compatibility component's code had not been 
placed in public domain, and owner was author of com-
patibility component. 17 U.S.C.A. §§ 102, 103(b), 408(a), 

411(a), 412. 
 
[3] Copyrights and Intellectual Property 50.16 
99k50.16 Most Cited Cases 
      (Formerly 99k50.15) 
When owner registered copyright in computer program as 
derivative work, it was not required simultaneously to 
register separately every component part such as operat-
ing system compatibility component. 17 U.S.C.A. §§ 102, 
103(b), 408(a), 411(a), 412. 
 
[4] Copyrights and Intellectual Property 75.5 
99k75.5 Most Cited Cases 
Copyright infringement action need not be dismissed 
simply because registration occurs after filing of com-
plaint; formalistic dismissal, followed by re-registration 
and commencement of new action, is unnecessary and 
would be wasteful. 17 U.S.C.A. § 411(a). 
 
[5] Copyrights and Intellectual Property 82 
99k82 Most Cited Cases 
No substantive rights were affected by treating supple-
mental copyright registration as relating back to date of 
original registration, where three-year statute of limita-
tions running from knowledge of infringement had not 
expired at time that motion to amend was made. 17 
U.S.C.A. § 411(a). 
 
[6] Copyrights and Intellectual Property 53(1) 
99k53(1) Most Cited Cases 
      (Formerly 99k53) 
"Access" is opportunity to view or copy plaintiff's copy-
righted work.  
 
[7] Copyrights and Intellectual Property 51 
99k51 Most Cited Cases 
"Substantial similarity" inquiry in copyright infringement 
case requires court to decide whether similarity shared by 
works are something more than mere generalized ideas or 
themes.  
 
[8] Copyrights and Intellectual Property 53(1) 
99k53(1) Most Cited Cases 
      (Formerly 99k53) 
In determining similarities between operating system 
compatibility components of copyrighted computer pro-
gram and allegedly infringing program, court could turn 
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attention away from programs as "behavior" and focus 
more closely on programs as text, i.e., source code and 
object code. 17 U.S.C.A. §§ 102(a), 102(b). 
 
[9] Copyrights and Intellectual Property 53(1) 
99k53(1) Most Cited Cases 
      (Formerly 99k53) 
As applied to computer software programs, abstractions 
test of substantial similarity between copyrighted program 
and allegedly infringing program progresses in order of 
increasing generality from object code, to source code, to 
parameter list, to services required, and to general outline. 
 
[10] Copyrights and Intellectual Property 53(1) 
99k53(1) Most Cited Cases 
      (Formerly 99k53) 
Computer program's operating system compatibility com-
ponent that was rewrite of infringing program was not 
substantially similar to and, therefore, did not infringe 
copyrighted component; allegedly infringing component 
contained virtually no lines of code that were identical to 
copyrighted component, evidence indicated that many 
parameter lists and macros were dictated by functionality 
of program, great deal of overlap between list of services 
was required by demands of functionality, and high-level 
structure was not important. 
 
[11] Courts 99(1) 
106k99(1) Most Cited Cases 
Generally, when court has ruled on issue, that decision 
should be adhered to by that court in subsequent stages of 
the same case. 
 
[12] Courts 99(1) 
106k99(1) Most Cited Cases 
Disregard of earlier ruling should not be allowed to preju-
dice party seeking to benefit under law-of-the-case doc-
trine. 
 
[13] Courts 99(1) 
106k99(1) Most Cited Cases 
"Prejudice" as used in principle that disregard of earlier 
ruling should not be allowed to prejudice party seeking to 
benefit under law-of-the-case doctrine does not mean 
harm; it refers to lack of sufficiency of notice or lack of 
sufficient opportunity to prepare armed with knowledge 
that prior ruling is not deemed controlling.  
 
[14] Courts 99(6) 
106k99(6) Most Cited Cases 

No prejudice could result from reconsidering law of the 
case that Copyright Act did not preempt claim for misap-
propriation of trade secrets; both parties briefed preemp-
tion issue in briefs before and after trial and treated issue 
as one which was in play. 17 U.S.C.A. § 301(a). 
 
[15] Courts 99(6) 
106k99(6) Most Cited Cases 
District court's ruling that Copyright Act did not on its 
face preempt claim for misappropriation of trade secrets 
would be clearly erroneous and, therefore, would not be 
law of the case barring consideration of preemption issue. 
17 U.S.C.A. § 301(a). 
 
[16] States 18.15 
360k18.15 Most Cited Cases 
 
[16] Antitrust and Trade Regulation 416 
29Tk416 Most Cited Cases 
      (Formerly 382k986 Trade Regulation, 379k10(5)) 
Trade secret rights allegedly violated by copying compo-
nent of computer program were equivalent to copyright 
owner's exclusive rights of reproduction and distribution 
and, therefore, were preempted by Copyright Act. 17 
U.S.C.A. §§ 101, 106, 106(1-5), 301(a). 
 
[17] Copyrights and Intellectual Property 101 
99k101 Most Cited Cases 
 
[17] States 18.87 
360k18.87 Most Cited Cases 
Right "equivalent to" copyright and preempted by Copy-
right Act is one which is infringed by act of reproduction, 
performance, distribution, or display. 17 U.S.C.A. §§ 101, 
106, 106(1-5), 301(a).  
 
[18] Antitrust and Trade Regulation 413 
29Tk413 Most Cited Cases 
      (Formerly 382k984 Trade Regulation, 379k10(5)) 
Computer program can be copyrighted and still maintain 
its trade secret status. 
 
[19] Limitation of Actions 95(7) 
241k95(7) Most Cited Cases 
Texas' two-year statute of limitations on trade secret claim 
would not begin to run until discovery. 
 
[20] Copyrights and Intellectual Property 87(1) 
99k87(1) Most Cited Cases 
Copyright owner's actual damages from copying of oper-
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ating system compatibility component of computer pro-
gram could not be calculated on assumption that owner 
would have sold its percentage market share of infringer's 
sales; owner sold much more expensive product, and 
nothing indicated that infringer's customers would have 
gone to owner in anything near proportion that owner was 
able to select from overall market. 17 U.S.C.A. §§ 504, 
504(b). 
 
[21] Copyrights and Intellectual Property 87(1) 
99k87(1) Most Cited Cases 
Copyright owner's actual damages from copying of oper-
ating system compatibility component of computer pro-
gram could not be calculated on assumption that infringer 
would have marketed no competing product but for the 
infringement; before infringing component was devel-
oped, infringer was producing program in competition 
with copyrighted component, and other versions of pro-
grams could readily have been developed. 17 U.S.C.A. §§ 
504, 504(b). 
 
[22] Copyrights and Intellectual Property 87(1) 
99k87(1) Most Cited Cases 
Profits attributable to infringement by copying operating 
system compatibility component of computer program 
could not be calculated on basis of infringer's complete 
revenues on sales of products; many customers were un-
aware of compatibility components, and it could not be 
assumed that no sales would have been made without the 
compatibility components. 17 U.S.C.A. §§ 504, 504(b). 
 
[23] Copyrights and Intellectual Property 87(1) 
99k87(1) Most Cited Cases 
Allocating fair proportion of profit on particular sale to 
presence of infringing operating system compatibility 
component of computer program would be appropriate in 
calculating profits attributable to infringement; many  
customers were not aware of compatibility component, 
and its presence was not factor in decision of most cus-
tomers. 17 U.S.C.A. §§ 504, 504(b). 
 
[24] Copyrights and Intellectual Property 87(2) 
99k87(2) Most Cited Cases 
Proper measure of value of infringer's enhanced good will 
would have been to compare preinfringement value with 
postinfringement value and to allow the difference. 17 
U.S.C.A. §§ 504, 504(b). 
 
[25] Copyrights and Intellectual Property 87(1) 
99k87(1) Most Cited Cases 

Lack of evidence that copyright owner lost any sales as 
result of infringement of operating system compatibility 
component of computer program did not preclude recov-
ery of actual damages; fact that some damage occurred 

ad to be recognized. 17 U.S.C.A. §§ 504h , 504(b). 
 
[26] Copyrights and Intellectual Property 87(1) 
99k87(1) Most Cited Cases 
Profits attributable to copyright infringement of operating 
system compatibility component of computer program 
were not represented by money saved through developing 
compatibility component by infringement, rather than by 
independent research, and were not extra profits earned 
because infringer could deliver program to market place 

ree months earlier. 17 U.S.C.A. §§ 504th , 504(b). 
 
[27] Copyrights and Intellectual Property 87(2) 
99k87(2) Most Cited Cases 
Actual damages as result of approximately five years of 
infringement of copyright protecting operating system 
compatibility component of computer program could be 
calculated by assigning one third of value of infringing 
compatibility component to the infringed portion, evaluat-
ing significance of infringing component in infringer's 
programs as one third of total value, deducting $500,000 
caused by owner's higher price levels and infringer's 
competition without infringing copyright, deducting 
$500,000 as reasonable additional cost allowance, and 
multiplying net revenues of $2,500,000 by one-ninth. 17 
U.S.C.A. §§ 504, 504(b). 
 
[28] Copyrights and Intellectual Property 87(1) 
99k87(1) Most Cited Cases 
Significance or value of copied material was not necessar-
ily measured by counting lines of code to compute actual 
damages for infringing copyright that protected operating 
system compatibility component of computer program; 
qualitative value should also be taken into account. 17 
U.S.C.A. §§ 504, 504(b). 
 
[29] Copyrights and Intellectual Property 87(1) 
99k87(1) Most Cited Cases 
One third of estimated profits from sales of computer 
programs over four-year period were attributable to in-
fringement of copyright protecting operating system com-
patibility component of computer program; approximately 
30% of lines of code in infringing component were copied 
directly from copyrighted component, and one third of 
value of infringing component should be attributed to 

fringed portion. 17 U.S.C.A. §§ 504in , 504(b). 
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computer program infringed copyright. Fed.Rules 
Evid.Rule 706, 28 U.S.C.A. 

99k90(2) Most Cited Cases 
Copyright owner was not entitled to attorney fees for in

efore registration of copyright. 17 U.S.C.A. §§ 412
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fringement that began  
b , 505. 
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99k90(2) Most Cited Cases 
Infringer that prevailed on claim that rewritten computer 
program did not infringe copyrig

 
 Anderson Kill Olick & Oshinsky by Susan G. Braden, 
Washington, D.C., Susman & Godfrey by Steven D. 
Susman, Dallas, Tex., for defendant. 

ht was not entitled to 
torney fees. 17 U.S.C.A. § 505at . 
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*549 MEMORANDUM AND ORDER 

GE C. PRATT, Circuit Judge (sitting by designa-
on): 

 

f its CA-
CHEDULER program known as ADAPTER. 

chnology as its own expert, pursuant to 
ed.R.Evid. 706

  
GEOR
ti

I. INTRODUCTION 
 Plaintiff Computer Associates International, Inc. ("CA") 
brought this action in August 1988 alleging that defendant 
Altai, Inc. ("Altai") had copied substantial portions of 
CA's SCHEDULER program into Altai's own computer 
software programs known as ZEKE, ZACK, and ZEBB.   
CA claims that Altai infringed CA's copyright in CA-
SCHEDULER;  in addition, CA claims that Altai misap-
propriated CA's trade secrets by incorporating elements of 
the CA-SCHEDULER program into ZEKE, ZACK, and 
ZEBB.   The focal point of CA's claims of both copyright 
infringement and trade secret misappropriation is a dis-
crete portion of Altai's programs called OSCAR, which 
CA contends was copied from a portion o
S
 
 After most of the pretrial proceedings had been com-
pleted, this case was assigned to the undersigned for trial 
without a jury.   Because of the extensive technical evi-
dence and expert testimony anticipated from both sides, 
the court appointed Dr. Randall Davis of the Massachu-
setts Institute of Te
F . 

pril 6, 1990, following which counsel submitted addi-

ing of this action 
cludes the court's findings of fact and conclusions of 

requ

 
 Trial commenced on March 28, 1990, and concluded on 

A
tional memoranda for the court's consideration. 
 
 This memorandum and order dispos
in
law as ired by Fed.R.Civ.P. 52(a). 
 

II. FACTS AND BACKGROUND 

n, Texas 76011.   Both CA and Altai 
esign, develop, market, and support various computer 

. Computers, Computer Programs, and Operating Sys-

 
at is being run, as well as to provide a place for the pro-

 A. The Parties 
 
 Plaintiff CA is incorporated under the laws of the State of 
Delaware, and has its principal place of business at 711 
Stewart Avenue, Garden City, New York 11530.   Defen-
dant Altai is incorporated under the laws of the State of 
Texas and has its principal place of business at 624 Six 
Flags Drive, Arlingto
d
software programs. 
 
 B
tems 
 
 To understand what ADAPTER and OSCAR do, it is 
necessary to focus upon how computers work and con-
sider some basic computer terminology.   Computers are 
machines which can do certain things based upon instruc-
tions.   A computer is traditionally viewed as composed of 
three fundamental components:  a CPU (central process-
ing unit), some memory, and some means of getting input 
and displaying output.   The CPU is where all the actual 
computing is done.  Memory is used to hold the program
th

© 2009 Thomson Reuters. No Claim to Orig. US Gov. Works. 
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gram to store the intermediate results of a calculation. 
 
 A computer program, as defined in 17 U.S.C. § 101, "is a 
set of statements or instructions to be used directly or 
indirectly in a computer to bring about a certain result."   
Computer programs can be classified as systems pro-
grams and applications programs.   Systems programs are 
concerned with the operation or use of the computer.   
Applications programs perform a task or set of tasks for 

e computer user, such as payroll accounting, data base 

s used by other programs to perform a service.   
DAPTER and OSCAR are both classified as server pro-

ex
am

 

--allocating processing time among several application 

hange information precisely and accurately 
ith the operating system to interact with those computer 

th the 
all-to-medium-size computers; MVS for larger com-

 
oose the CMS operating system, which is the most effi-

 of batch jobs each day.   
b scheduling programs are particularly useful in manag-

rating system, e.g., DOS/VSE, 
ill not, without modification, run under another operat-

rams similar in 
nctionality to the old ones, adapting the system to run 

th
operation, or word processing. 
 
 Programs that run on the same computer and operating 
system can be divided into three types.   The first, resident 
programs, reside in the computer's memory where they 
run continuously.   CA-SCHEDULER and Altai's ZEKE 
are resident programs.   A second type, batch programs, 
are scheduled, started, and run to completion of a particu-
lar job.   The third group, server programs, are resident 
program
A
grams. 
 
 One particular type of system software is called operating 
system software. Operating systems are the programs that 
*550 manage the resources of the computer and allocate 
those resources to other programs that need them.   For 

ample, operating system software might perform, 
ong others, these functions:  

--channeling information entered at a keyboard to the 
proper application program; 
--sending information from an application program to a 
display screen;  
--providing blocks of memory to an application pro-
gram that requires them; and  

programs running on the computer at the same time. 
 
 Operating system software interacts with whatever other 
programs are being used or "executed" by the computer, 
providing computer resources such as processors, mem-
ory, disk space, printers, tape drives, etc. for the other 
programs that need them through what are often referred 
to as "system calls". For this interaction to occur properly, 
the other programs must be compatible with the operating 
system software in use on the computer, i.e., they must be 
able to exc
w
resources. 
 
 The computers involved in this case are IBM's System 

370 family of computers.  These are mainframe com-
puters which come in varying sizes.   IBM designed and 
developed three different operating systems for use with 
its System 370 computers: DOS/VSE for use wi
sm
puters; and CMS for interactive computers. 
 
 DOS/VSE and MVS are especially popular operating 
systems with businesses that run mostly batch jobs (which 
are sequences of application programs requiring no active 
user input during job execution), although both systems 
can support interactive applications in which users con-
tinuously interact with the computer.   Businesses that run 
interactive applications or do a large amount of applica-
tion development, which is also highly interactive, often
ch
cient system for a highly interactive environment. 
 
 Although the mix of batch and interactive jobs is a major 
influence in a data center's choice of operating system, all 
data centers run a large number
Jo
ing the summary of batch jobs. 
 
 Because an operating system manages the operation of a 
computer, a computer program must "fit", or "speak in the 
same language as", the operating system used by the 
computer on which the program is run.   In general, a pro-
gram written for one ope
w
ing system such as MVS. 
 
 It is commercially desirable for software development 
companies like CA and Altai to market the same system 
or application program in versions that can run in connec-
tion with different operating systems.   That way, users 
can take advantage of the services which the system or 
application program provides and the methods for its use, 
regardless of what operating system they are currently 
using.   Users can switch operating systems (for example, 
users may switch from VSE to MVS as their computer 
installations grow), or even use multiple operating sys-
tems, yet continue to use a program that appears to them 
to be functionally identical.   Using application or system 
programs that can function on several different operating 
systems can save a data center time and money that would 
otherwise be spent acquiring new prog
fu
them, and training users to operate them. 
 
 Various approaches to software development address this 

© 2009 Thomson Reuters. No Claim to Orig. US Gov. Works. 
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operating-system problem.   One common technique is to 
develop different versions of the program that are identi-
cal in most respects, but have system calls written to func-
tion under the different operating systems.   Thus, for 
example, a software company might develop three ver-
sions of an application or system program, one each for 
DOS/VSE, MVS, and CMS.   *551 Each version might 

so be rewritten somewhat to take advantage of features 

at any changes made 
 a program are sensitive to the particular operating sys-

int of view. This 
 a cumbersome way to develop and maintain products 

. Operating System Compatability Components (Inter-

ystem program that will function on 
di
tw

hat contains only the task-specific 

 component that contains all the interconnec-

me resource through a "system call", it calls the 
cond component instead of calling the operating system 

rface, component insures that all the system calls 
e performed properly for the particular operating system 

proach, the 
sk-specific component of each program only has to be 

nt; no 
hanges need to be made to the task-specific component, 

effective way to develop and maintain an 
plication or system program that runs in many operat-

on of 
e application program, but once the different version is 

ce. 

 Programs of This Case 

al
offered in one operating system but not another. 
 
 A deficiency inherent in this approach is that it requires a 
software company to develop and maintain many differ-
ent versions of the same program.   Changing the program 
or adding new features requires modifications to all ver-
sions. When problems are found and fixed in one version, 
the other versions must be examined to determine if the 
same problem must be fixed in each of them as well.   
Software developers must insure th
to
tem under which the program runs. 
 
 Marketing multiple versions of each product also in-
creases the work required for development and mainte-
nance.   Additional programming resources are needed to 
develop features and fix problems to all versions in paral-
lel.   In addition, the software development staffs must 
coordinate carefully to make the versions as similar to 
each other as possible from the users' po
is
that run on multiple operating systems. 
 
 C
faces) 
 
 A more efficient approach to the problem of developing 
an application or s

fferent operating systems is to divide the program into 
o components:  
--a first component t
portions of the program, independent of all operating 
system issues, and  
--a second
tions between the first component and the operating 
system.  

In a program constructed in this way, whenever the first, 
task-specific, component needs to ask the operating sys-
tem for so
se
directly. 
 
 The second component serves as an "interface" or "com-

patibility component" between the task-specific portion of 
the program and the operating system.   It receives the 
request from the first component and translates it into the 
appropriate system call that will be recognized by what-
ever operating system is installed on the computer, e.g., 
DOS/VSE, MVS, or CMS.   Since the first, task-specific, 
component calls the adapter component rather than the 
operating system, the first component need not be cus-
tomized to use any specific operating system.   The sec-
ond, inte
ar
in use. 
 
 Once a version of the interface component has been cre-
ated for each operating system using this ap
ta
written once.   This has two desirable effects. 
 
 First, to adapt a program to a new version of an existing 
operating system or an entirely new operating system, the 
developer need only modify the interface compone
c
which now has no operating-system-specific parts. 
 
 Second, revisions to the task-specific component of the 
program to correct problems or add features will not af-
fect the program's ability to run under all operating sys-
tems, as long as the changes that request operating system 
services use the interface component.   This method is an 
efficient and 
ap
ing systems. 
 
 Since the interface component is invisible to the end user, 
the end user need not even be aware that operating system 
compatibility is an issue.   Therefore, the end user can 
switch operating systems and still use a given application 
or system program without apparent differences.   It may 
be necessary to acquire and install a different versi
th
installed, the end user will not notice the differen
 
 *552 D. The Computer
 
 1. CA-SCHEDULER 
 
 CA-SCHEDULER is a job scheduling program for IBM 
mainframe computers.   As one of a group of CA's data 
center automation products, CA-SCHEDULER's func-
tions are to create a schedule that specifies when the com-

© 2009 Thomson Reuters. No Claim to Orig. US Gov. Works. 
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puter should run various tasks, and to control the com-
puter as it progresses through that schedule.   CA began 
development of CA-SCHEDULER in mid-1981, and first 
installed it at a customer location in August 1982.   This 
version of CA-SCHEDULER included ADAPTER, as did 
all subsequent versions of CA-SCHEDULER. 

 in-
ependent product.   Rather, it is a component part of CA-

ystem independ-
ce--that had been successfully used for several years 

 
 2. ADAPTER 
 
 Part of CA-SCHEDULER is an operating system com-
patibility component called ADAPTER, which connects 
CA-SCHEDULER with the three different operating sys-
tems used on IBM mainframe computers:  DOS/VSE, 
MVS and VM/CMS.   The ADAPTER component en-
ables CA-SCHEDULER to be run on any of the IBM 
operating systems. Without the specialized technology 
provided by ADAPTER, CA would have had to develop, 
support, and market three separate versions of each of its 
products, such as CA-SCHEDULER, so that the product 
could be used on a customer's computer regardless of 
which of the three IBM operating systems it used. 
ADAPTER is not a separate CA product;  it is not mar-
keted as such, and it has no capability of acting as an
d
SCHEDULER, as it is of several other CA products. 
 
 CA began work on ADAPTER in 1979, and has contin-
ued to enhance it even up to the present.   When 
ADAPTER is used as one component of a CA program, 
the other component, which contains the task-specific 
code, is designed to mate with ADAPTER rather than 
directly with the computer's operating system.   This ap-
proach followed a concept--operating s
en
prior to the development of ADAPTER. 
 
 ADAPTER was designed and written in 1979 for use 
with a group of CA's programs called the DYNAM line.   
CA included a separate copyright notice on ADAPTER 
with 1979 as the date of first publication.   Since 1979, 
there have been several revisions and changes to 
ADAPTER code.   CA never registered ADAPTER in the 
copyright office as a separate computer program. 

now that SCHEDULER included 
DAPTER, nor did he know specifically what CA prod-

APTER. 

 is 
ot a separate product;  it is not marketed as such, and it 

er Altai was successful in its at-
mpted "cleanup" of OSCAR is one of the principal is-

 

 to ADAPTER.   Although he was 
are of ADAPTER, he never actually saw the 

 
 3. ZEKE 
 
 James P. Williams of Altai began development of ZEKE 
in July, 1981, and first installed it at a customer location 
in June 1982.   This original version of ZEKE was avail-
able for use only on the VSE operating system, and made 
all its own service calls directly to the operating system.   

One of its principal competitors was CA-SCHEDULER, 
but Williams did not k
A
ucts used AD
 
 4. OSCAR 
 
 OSCAR is Altai's operating-system compatibility com-
ponent.   It was first developed in 1984 in a VSE version 
for use with Altai's ZEKE program.   The first version, 
called OSCAR 3.4, was developed by Claude F. Arney 
III, who copied approximately 30% of OSCAR's source 
code from the source code of ADAPTER, which he had 
taken from CA when he left CA to go to work for Altai as 
a programmer.   Like CA's ADAPTER, Altai's OSCAR
n
has no capability of acting as an independent product. 
 
 Version 3.4 was first used in the ZEKE program, and 
later in Altai's ZACK and ZEBB programs.   After this 
action was commenced against Altai, OSCAR was rewrit-
ten by different Altai programmers as version 3.5, and 
was substituted for version 3.4 as a component in the Al-
tai programs.   Altai concedes that Arney copied from 
CA's ADAPTER, but claims that he did it without the 
knowledge of anyone at Altai.   Altai further claims that 
once it was alerted *553 to and had confirmed the illegal 
copying, right after this action was begun, it rewrote the 
OSCAR program to eliminate any of the claimed in-
fringements. Wheth
te
sues in this lawsuit. 
 
 E. Dramatis Personae
 
 1. James P. Williams 
 
 In 1977, James P. Williams was employed by CA, where 
he became a product manager.   He left CA in August 
1980 when he went to work for Software Design, Inc., a 
predecessor to Altai.   Currently, he is the President of 
Altai and has held that position since October 31, 1988.   
While at CA he was not involved with the actual devel-
opment of CA's products, and Williams had no responsi-
bilities with regard
aw
ADAPTER code. 
 
 In late 1983 Altai determined, based on customer inter-
est, that it should write ZEKE/VSE so that it could be 

© 2009 Thomson Reuters. No Claim to Orig. US Gov. Works. 
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used on the MVS operating system. Williams, who had 
developed Altai's VSE version of ZEKE, was the sole 
programmer at Altai and felt that Altai needed an addi-
tional programmer to write the MVS version.   At the 
time, Williams knew about CA's SCHEDULER, which 

ad been developed after Williams left CA, but he was 

-
loyee of CA, where he had worked with and helped to 

 of the ADAPTER component. 

d anything else he needed to assist 
im.   He did not recall being denied access to any mate-

ognized that this was contrary to the agree-
ents he had signed prohibiting employees from retaining 

require changing approximately 
0% of its code.   The other 70% worked independently 

 independence, which would 
lace all the system calls in a single program that they 

 in running ZEKE 
ith OSCAR *554 on VSE systems could be attributable 

it 
as commenced did Altai learn that Arney had copied 

EKE, ZACK, and ZEBB programs, Altai has both in-
 trade secrets. 

f the code had been copied 
d which had been separately developed either from 

h
not aware that SCHEDULER used ADAPTER. 
 
 Williams approached Arney, who had been a long-
standing friend and co-worker of Williams even before 
their days at CA, and invited him to come to work for 
Altai.   Arney was then, and since 1978 had been, an em
p
develop the VSE version
 
 2. Claude F. Arney, III 
 
 Arney had been employed by CA as a programmer for 
approximately five years before he moved to Altai.   Dur-
ing that period, Arney did development work on CA's 
DYNAM/D, DYNAM/T, DYNAM/F1, and ADAPTER 
programs.   In this role, he rewrote or enhanced many 
portions of ADAPTER/VSE.   Arney had no responsibili-
ties, however, for ADAPTER/MVS.   For his work, CA 
permitted him to take home a paper copy of the source 
code of ADAPTER an
h
rials by the company. 
 
 Arney was approached by Williams in December 1983 
about working for Altai.  Williams told him that his first 
project would be to develop an MVS version of ZEKE.   
Arney had no direct experience with MVS, but he was an 
accomplished programmer.   When he left CA in January 
1984, Arney took with him copies of the source code for 
both the VSE and MVS versions of ADAPTER, even 
though he rec
m
such copies. 
 
 F. Development of OSCAR 3.4 
 
 When he began work at Altai, Arney discussed with Wil-
liams different possible approaches for making ZEKE 
work with the MVS operating system.   Williams, who 
had developed ZEKE for VSE, estimated that to modify it 
to run with MVS would 
3
of the operating system. 
 

 Williams had not considered at that point using a com-
mon system interface either for ZEKE or for any other 
Altai products.   Arney argued, however, in favor of the 
long-term advantages of the common system interface.   
After discussing the possibilities, they decided to use the 
method of operating system
p
ultimately called OSCAR. 
 
 After this decision was made, Arney began to write a 
VSE version of OSCAR.   A VSE version was written 
first, because this allowed Altai to take advantage of its 
already-working ZEKE/VSE program.   In other words, it 
could be assumed that any difficulties
w
to problems in OSCAR, not in ZEKE. 
 
 No one at Altai, other than Arney, knew that Arney had 
the ADAPTER code, or that he had referred to it when he 
was writing OSCAR/VSE, a project that took him three 
months, or when he was writing OSCAR/MVS, which 
took him an additional month.   Only when this lawsu
w
some 30% of the OSCAR code from CA's ADAPTER. 
 
 From 1985 to August 1988, Altai used OSCAR 3.4 in its 
ZEKE, ZACK, AND ZEBB products, unaware of Arney's 
copying.   In late July 1988 CA learned for the first time 
that Altai may have copied its ADAPTER program.   It 
investigated to confirm the suspicion and then registered 
for the first time a copyright on versions 2.1 and 7.0 of its 
CA-SCHEDULER program.   Both 2.1 and 7.0 were reg-
istered as "derivative works".   Having registered the two 
versions of CA-SCHEDULER, CA commenced this ac-
tion.   CA alleged that by copying ADAPTER into the 
Z
fringed CA's copyright and misappropriated
 
 G. Rewrite of OSCAR 3.4 into OSCAR 3.5 
 
 Upon receiving the complaint, Altai learned for the first 
time of the possible copying of ADAPTER code into 
OSCAR.   Williams met immediately with Arney to in-
vestigate CA's allegations.   Arney admitted then that he 
had copied some of the ADAPTER code.   Williams set 
about immediately to determine the extent of the damage, 
and he reviewed with Arney exactly which portions of 
OSCAR had been copied.   In doing so, Williams did not 
look at the ADAPTER code, but Arney consulted it in 
identifying which modules o
an
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ZEKE or independently. 
 
 At this point Williams consulted counsel about how to go 
about rewriting the OSCAR program so as to cure the 
harm done by Arney's improper copying.   The first step 
was to exclude Arney entirely from the rewriting proc-
ess.   The original ADAPTER code was locked up.   Wil-

ams then assigned to Altai's eight programmers various 

from it those portions, ulti-
ately determined to be about 30%, that had been copied 

proximately six work-
onths of effort, and was completed by mid-November 

 had OSCAR 3.4.   
elivery of OSCAR 3.5 to all customers, new and exist-

ination as part of the discussion that follows.   Ad-
itional facts are included where pertinent to the discus-

 

A has presented two causes of action: copyright in-
n of trade secrets. 

li
segments of the program that had to be rewritten. 
 
 Williams wrote the parameter lists and gave them to the 
programmers.   In doing so he worked primarily from 
ZEKE, not from Arney's version of OSCAR.  The pro-
grammers were denied access to OSCAR 3.4, and were 
forbidden to talk with Arney during the rewrite process.   
Williams' goal in following this procedure was to salvage 
from OSCAR 3.4 the portions that Altai legitimately 
could use, and to eliminate 
m
by Arney from ADAPTER. 
 
 All the programmers employed by Altai (with the excep-
tion of Arney) were used in the rewriting process.   None 
of them had been involved in developing or enhancing 
OSCAR.   The process of rewriting involved first deter-
mining what operating system services were needed by 
ZEKE;  this list was formulated by reference to the ver-
sion of ZEKE marketed before OSCAR was devel-
oped.  Williams provided a brief description of each ser-
vice to a programmer through the parameter lists, and told 
the programmer to write the appropriate code for obtain-
ing that service from the operating system.   After the new 
code was written, the revised OSCAR was tested and de-
bugged.   The entire process took ap
m
1988, thus producing OSCAR 3.5. 
 
 Beginning in November 1989, OSCAR 3.5 was shipped 
to all new customers. It was also shipped by Altai, as a 
"free upgrade", to all customers who
D
ing, was completed by July 31, 1989. 
 
 H. Evaluation of Altai's Rewrite of OSCAR 
 
 If CA's claim of misappropriation of trade secrets did not 
fail on preemption grounds, it would be necessary to ex-
amine *555 in some detail the conflicting claims and evi-
dence relating to the process by which Altai rewrote 
OSCAR and ultimately produced version 3.5.   Since 
CA's only viable claim is for copyright infringement (see 

discussion below about preemption of trade secrets mis-
appropriation claim), our attention must be directed not so 
much to the rewriting process, itself, but to the result of 
the rewrite.   We must determine, in short, whether Altai's 
OSCAR 3.5 infringes CA's ADAPTER.   We make that 
determ
d
sion.
 

III. DISCUSSION 
 C
fringement and misappropriatio
 
 A. Copyright Infringement 
 
 There are two elements of a copyright infringement 
claim: ownership of a valid copyright, and copying of the 
plaintiff's copyrighted work by the defendant. Novelty 
Textile Mills, Inc. v. Joan Fabrics Corp., 558 F.2d 1090, 
1092 (2d Cir.1977); see also Reyher v. Children's Televi-
sion Workshop, 533 F.2d 87, 90 (2d Cir.), cert. denied, 
429 U.S. 980, 97 S.Ct. 492, 50 L.Ed.2d 588 (1976); 3 

immer On Copyright § 13.01, at 13-4 (1991). On both 
en of proof. 

N
elements the plaintiff carries the burd
 
 1. Ownership of a Valid Copyright 
 
 Section 102 of title 17 of the U.S.Code provides in 
part:  "Copyright protection subsists * * * in original 
works of authorship fixed in any tangible medium of ex-
pression, now known or later developed, from which they 
can be perceived, reproduced, or otherwise communi-
cated, either directly or with the aid of a machine or de-
vice".   The owner of a copyright may register it with the 
copyright office "[a]t any time during the subsistence of 
copyright in any published or unpublished work".   How-
ever, "[s]uch registration is not a condition of copyright 
protection."   17 U.S.C. § 408(a).   The act further pro-
vides, in § 411(a), that "no action for infringement of the 
copyright in any work shall be instituted until registration 

f the copyright claim has been made in accordance with o
this title." 
 
 Registration has effects in addition to permitting an in-
fringement action. One relates to plaintiff's entitlement to 
attorney's fees under § 412, as will be discussed later in 
this opinion.   Another effect of a certificate registration is 
that, if timely obtained, it "constitute[s] prima facie evi-
dence of the validity of the copyright and of the facts 
stated in the certificate." 17 U.S.C. § 410(c).   One of 
those facts is ownership of the copyright.   See Durham 
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Industries Inc. v. Tomy Corp., 630 F.2d 905, 908 (2d 
Cir.1980); 3 Nimmer On Copyright § 13.01, at 13-5 to 13-
7. 
 
 [1] In this case there is no dispute that CA owns a valid 
copyright in the computer program CA-SCHEDULER 
2.1, which contains ADAPTER as one of its compo-
nents.   Plaintiff's exhibit 2 is the certificate of copyright 
registration for CA-SCHEDULER 2.1, having the effec-
tive date of August 19, 1988.   By statute, that certificate 
is prima facie evidence of the facts stated therein. It estab-
lishes that CA is the author, and Altai does not contest 
this. 
 
 The certificate also states, however, that the nature of the 
material in which copyright is claimed is "text of com-
puter program".   It also states that CA SCHEDULER 2.1 
is a "derivative work" whose "pre-existing material" was 
CA-SCHEDULER 1.0.   Finally, for our purposes, the 
certificate states that the material added to CA-
SCHEDULER 1.0 "and in which copyright is claimed" is: 
"Computer program has been re-written with revised code 
and added new code." 
 
 Thus, as asserted in CA's registration, which provides the 
basis for this lawsuit, the copyright is of a derivative work 
based upon a prior version of CA-SCHEDULER.   The 
evidence shows that CA-SCHEDULER 1.0 was never 
registered. Most significantly, the evidence also shows 
that the ADAPTER component of version 2.1 was incor-
porated into version 2.1 from the pre-existing version 1.0, 
and indeed was incorporated *556 into CA-SCHEDULER 
1.0 from one of CA's DYNAM programs, none of which 
are shown to have been registered. 
 
 Based on these facts, which are undisputed, Altai has 
argued, with some persuasiveness, that CA may not main-
tain this suit for copyright infringement of the ADAPTER 
code.   Altai argues essentially that the registration, a pre-
condition to maintenance of this infringement suit, was 
only of a derivative work and, that according to the stat-
ute, "[t]he copyright in a * * * derivative work extends 
only to the material contributed by the author of such 
work, as distinguished from the preexisting material em-
ployed in the work, and does not imply any exclusive 
right in the preexisting material."   17 U.S.C. § 103(b).   
That subsection goes on, however, and provides that 
"[t]he copyright in such work is independent of, and does 
not affect or enlarge the scope, duration, ownership, or 
subsistence of, any copyright protection in the preexisting 
material." 

 
 [2] If there were evidence that the ADAPTER code had 
been placed in the public domain, or was owned by 
someone other than CA, Altai's argument that the deriva-
tive nature of the registration did not extend to the 
ADAPTER code would be compelling.   However, there 
is no such evidence.   On the contrary, the undisputed 
evidence establishes that ADAPTER was developed by 
CA originally for CA's DYNAM programs, even before 
CA-SCHEDULER was developed, and was then incorpo-
rated as a separate component into the SCHEDULER 
versions.   In short, CA is the author of the ADAPTER 
program and its "copyright protection" subsists without 
regard to registration.   See Rand McNally & Co. v. Fleet 
Management Systems, Inc., 591 F.Supp. 726, 733 n. 6 
(N.D.Ill.1983); Williams Prods., Inc. v. Construction 
Gaskets, Inc., 206 U.S.P.Q. 622, 624-25 (E.D.Mich.1977) 
(1909 act); Rexnord, Inc. v. Modern Handling Systems, 
Inc., 379 F.Supp. 1190, 1198 (D.Del.1974) (1909 act).   
Accord 2 Nimmer on Copyright § 7.16[B][2], at 7-164 to 
7-165. 
 
 Moreover, the court interprets the restriction on com-
mencement of an infringement action contained in § 
411(a) as not being a bar to CA's claim in this case.   Dr. 
Davis's testimony convincingly established that a com-
puter program such as CA-SCHEDULER 2.1, for which 
registration was obtained, is made up of a series or collec-
tion of sub-programs, many of which are made up of sub-
sub-programs, and so on, down for several levels.   As Dr. 
Davis pointed out, it would make no sense to permit the 
copyright of a computer program that is an operable en-
tity, such as CA-SCHEDULER OR ZEKE, without in-
cluding in the copyright protection all of the sub-
programs and sub-sub-programs, etc., which are com-
bined with other instructions in order to make up the 
copyrighted program. 
 
 Of course, § 103(b) limits the extent of a copyright in a 
derivative work to "the material contributed by the author 
of such work".   Here the author is CA, and among the 
material contributed by CA to CA-SCHEDULER 2.1 was 
the ADAPTER code.   Section 103(b) does contrast the 
"material contributed by the author" with "the preexisting 
material employed in the work", and it provides that the 
copyright "does not imply any exclusive right in the pre-
existing material."  (emphasis added).   It further provides 
that the copyright in a derivative work neither enlarges 
nor diminishes the "scope, duration, ownership, or subsis-
tence of, any copyright protection in the preexisting mate-
rial." 
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 [3] In short, CA had a subsisting copyright in the 
ADAPTER code even though ADAPTER was not itself 
separately registered.   CA was the uncontested owner of 
the code.   When CA registered its copyright in CA-
SCHEDULER 2.1 as a derivative work, it was not re-
quired simultaneously to register separately every compo-
nent part, such as ADAPTER, of that work.   Otherwise 
complete copyright protection for a complicated program 
developed by the same author over a period of time would 
require dozens if not hundreds of registrations. Plaintiff's 
exhibit 2, the certificate of copyright registration for CA-
SCHEDULER 2.1, was sufficient compliance with the 
registration requirement *557 of § 411(a) to permit CA to 
maintain this action against Altai for infringement of 
ADAPTER. 
 
 Confronted at trial with Altai's argument that CA's regis-
tration of CA-SCHEDULER 2.1 had a more limited effect 
than we have just held, CA took what it described as a 
"belt and suspenders" approach and obtained from the 
copyright office supplemental certificates of copyright 
registration, see plaintiff's exhibit 299, which purported to 
amend the original certificates to show that both CA-
SCHEDULER 2.1 and CA-SCHEDULER 7.0 were origi-
nal, not derivative works.   CA sought the amended regis-
trations while the trial was pending, and did so without 
informing either Altai or the court. 
 
 The amended certificates were presented to the court 
with a proposed second amended complaint on the last 
day of the trial.   A number of objections were raised both 
to the amendment of the complaint and to the admission 
of the amended certificates into evidence.   The court re-
served decision on those motions.   In view of the ruling 
made with respect to plaintiff's exhibit 2, the original cer-
tificate of copyright registration for CA-SCHEDULER 
2.1--that it was sufficient compliance with § 411(a) to 
permit maintenance of this action--there is little impor-
tance left for the amendment of the complaint and the 
admission into evidence of the supplemental certificate.   
For the record, however, CA's motion to file a second 
amended complaint is granted, and the two supplemental 
certificates of registration, amending plaintiff's exhibits 1 
and 2, are admitted in evidence as plaintiff's exhibit 299. 
 
 No prejudice is inflicted on Altai by the amendment of 
the complaint, so leave to amend should be "freely given". 
Foman v. Davis, 371 U.S. 178, 182, 83 S.Ct. 227, 230, 9 
L.Ed.2d 222 (1962).   See S.S. Silberblatt, Inc. v. East 
Harlem Pilot Block, 608 F.2d 28, 42 (2d Cir.1979); 

Fed.R.Civ.P. 15(a).   This action was prepared and tried 
on the theory that Altai's OSCAR infringed CA's 
ADAPTER.   CA's "error" was technical in nature;  it 
described version 2.1 as a derivative work.   Calling it an 
original work at the time the original certificate was ob-
tained would not have affected anyone's rights with re-
spect to the work.   Correcting the error, even on the last 
day of the trial, had no direct effect on the evidence or 
arguments presented during the trial. 
 
 [4][5] Even on a technical level, despite the language of § 
411(a) that "no action for infringement * * * shall be in-
stituted" until the copyright claim is registered, an action 
need not be dismissed simply because the registration 
occurs after the filing of the complaint.   See, e.g., Frankel 
v. Stein & Day, Inc., 470 F.Supp. 209, 212-13 n. 2 
(S.D.N.Y.1979), aff'd, 646 F.2d 560 (2d Cir.1980); 
Schuchart & Assocs. v. Solo Serve Corp., No. SA-81-CA-
5, 1983 WL 1147, at *9 (W.D.Tex. June 28, 1983) (Ses-
sions, J.).   A formalistic dismissal, followed by a re-
registration and commencement of a new action, is un-
necessary and would be wasteful.   Where, as here, the 
three-year statute of limitations running from knowledge 
of infringement had not expired at the time the motion to 
amend was made, no substantive rights are affected by 
treating the supplemental registration as relating back to 
the date of the original registration. 
 
 In sum, with respect to the first element of CA's in-
fringement claim, CA has established a subsisting copy-
right in ADAPTER which has been registered with the 
copyright office and, therefore, may maintain this suit for 
infringement. 
 
 2. Copying of the Copyrighted Work 
 
 The second element of a claim for copyright infringe-
ment is that the plaintiff must prove copying of the copy-
righted work by the defendant.   In order to prove its work 
has been copied, generally a plaintiff must--absent the 
rare instance, such as with OSCAR 3.4, where there is 
direct evidence of copying-- prove "access and substantial 
similarity between the works, and also show that his ex-
pression was 'improperly appropriated,' by proving that 
the similarities relate to copyrightable material."   Walker 
v. Time Life Films, Inc., 784 F.2d 44, 48 (2d Cir.), cert. 
denied, *558476 U.S. 1159, 106 S.Ct. 2278, 90 L.Ed.2d 
721 (1986) (quoting Hoehling v. Universal City Studios, 
Inc., 618 F.2d 972, 977 (2d Cir.), cert. denied, 449 U.S. 
841, 101 S.Ct. 121, 66 L.Ed.2d 49 (1980).   Unlike the 
situation with respect to OSCAR 3.4, on which infringe-
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ment is conceded, there is no convincing direct evidence 
here that OSCAR 3.5 was copied from ADAPTER.   
Therefore, as to 3.5, we must consider both access and 

bstantial similarity--the two factors that would allow 
e court to infer copyin rt of Altai. 

su
th g on the pa
 

a. Access 
 [6] Access is not seriously disputed in this case.   Under 
the prevailing definition, access is "the opportunity to 
view or to copy" the plaintiff's work.   Sid & Marty Krofft 
Television Prods., Inc. v. McDonald's Corp., 562 F.2d 
1157, 1172 (9th Cir.1977) (citing Arrow Novelty Co. v. 
Enco National Corp., 393 F.Supp. 157, 160 (S.D.N.Y.), 
aff'd, 515 F.2d 504 (2d Cir.1975)); 3 Nimmer on Copy-
right § 13.02[A], at 13-10.   Here, Arney took from CA a 
copy of the source code for ADAPTER.   Since Arney 
personally developed OSCAR 3.4 for Altai, and since 
Arney admits having used substantial portions of the 
ADAPTER code in the original version of OSCAR, ac-

ss, at least with respect to version 3.4 of OSCAR, is 

 conversations with Arney, particu-
rly at the time that Williams set up the parameter lists 

 finds that the Altai employees 
ndertook that effort in good faith and adopted reasonable 

 a "clean" version 
f OSCAR, and that brings us to the second aspect of the 
pying element

ce
established. 
 
 With respect to version 3.5, the rewritten version of 
OSCAR, an argument could be made that Altai did not 
have access because of the precautions attempted by Altai 
when it undertook to eliminate from OSCAR those por-
tions of the program that had been copied from 
ADAPTER.   There is conflicting evidence as to Wil-
liams' access to the ADAPTER code during the rewrite 
process.   CA claims that it was accessible to him at least 
indirectly through his
la
for the new OSCAR. 
 
 Rather than decide the difficult factual issue that access 
presents in connection with OSCAR 3.5, the court instead 
assumes that Altai did have access, but finds that neither 
Williams nor any of the other programmers who worked 
on OSCAR 3.5 took advantage of the ADAPTER code 
that was available to them, either by direct copying or by 
indirect copying from OSCAR 3.4.   Altai's purpose in 
undertaking the rewrite of OSCAR was to eliminate from 
it all of the infringing aspects that had been included in 
version 3.4.   The court
u
means to accomplish it. 
 
 The question, then, becomes whether Altai did in fact 
accomplish their objective of developing
o
co : substantial similarity. 

 
b. Substantial Similarity 

 [7] In most cases the "substantial similarity" inquiry pre-
sents the heart of a copyright infringement case; it re-
quires the court to "decide whether the similarities shared 
by the works are something more than mere generalized 
ideas or themes." Warner Bros. Inc. v. American Broad-
casting Companies, 654 F.2d 204, 208 (2d Cir.1981).   
This inquiry is fundamental, because the copyright act 
protects only the expression of ideas, and not the ideas 
themselves. Baker v. Selden, 101 U.S. (11 Otto) 99, 25 
L.Ed. 841 (1879); Lotus Development Corp. v. Paperback 
Software International, 740 F.Supp. 37, 42 
(D.Mass.1990) (Keeton, J.); 17 U.S.C. § 102(b). "No 
amount of proof of access will suffice to show copying if 
there are no similarities." Sid & Marty Krofft Television, 

62 F.2d at 11725  (citing Arnstein v. Porter, 154 F.2d 464, 
468 (2d Cir.1946)). 
 
 In the context of computer programs, many of the famil-
iar tests for similarity prove to be inadequate, for they 
were developed historically in the context of artistic and 
literary, rather than utilitarian, works.   It may be this in-
adequacy that led the third circuit, in Whelan Associates 
v. Jaslow Dental Laboratory, 797 F.2d 1222 (3d 
Cir.1986), cert. denied, 479 U.S. 1031, 107 S.Ct. 877, 93 
L.Ed.2d 831 (1987), to set forth what now seems to be a 
simplistic test for similarity between computer pro-
grams.   In Whelan, the court adopted an extremely broad 
view of copyrightability for a computer program.   The 
court stated *559 that "the purpose or function of a utili-
tarian work would be the work's idea, and everything that 
is not necessary to that purpose or function would be part 
of the expression of the idea", id. at 1236 (emphasis omit-
ted), and therefore protectable by copyright. The purpose, 
and therefore the "idea", of the program at issue in Whe-
lan "was to aid in the business operations of a dental labo-
ratory." Id. at 1238. Therefore, "the detailed structure of 
the Dentalab program is part of the expression, not the 
idea, of that program". Id. at 1239.   Elsewhere in its opin-
ion the Whelan court elaborated that as part of its broadly-
defined "expression", the "structure, sequence, and or-
ganization" of a computer program, in addition to its 

urce and object codes, were protected by copyright. Id. 

dea can be identified, 

so
at 1238-40. 
 
 The Whelan test is inadequate and inaccurate.   Professor 
Nimmer has pointed out one of its pitfalls:  "The crucial 
flaw in this reasoning is that it assumes that only one 
'idea,' in copyright law terms, underlies any computer 
program, and that once a separable i
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everything else must be expression."   3 Nimmer on Copy-

 routine in the computer field as to be almost 
tomatic statements or instructions written into a pro-

d numbers used by programmers to describe, or 
rovide the basis for, the object code of a particular pro-

essed in various 
ays.   In this way, a spreadsheet program also behaves 

ext is utterly irrele-
ant", and the two views of a computer program, as text 

ause *560 the term is ambiguous and the dis-
nction [between dynamic structure and static structure] 

ior to Whelan ] the terms 
ere merely ambiguous, they have now been declared 

right § 13.03[F], at 13-62.34. 
 
 In the case at bar, Dr. Davis pointed out further technical 
flaws in the Whelan analysis which render its reasoning 
inadequate.   As he so convincingly demonstrated, a com-
puter program is made up of sub-programs and sub-sub-
programs, and so on.   Each of those programs and sub-
programs has at least one idea.   Some of them could be 
separately copyrightable;  but many of them are so stan-
dard or
au
gram. 
 
 Dr. Davis further explained that a computer program 
must be viewed both as text and as behavior.   The text 
perspective focuses upon the object code and the source 
code.   Although not understandable to people untrained 
in computer programming, both object code and source 
code can be expressed in written form.   Object code ap-
pears as a series of zeros and ones, representing the mag-
netic polarization of the "bits" that are read by the com-
puter.   The source code is a combination of words, sym-
bols, an
p
gram. 
 
 A computer program, however, is more than a collection 
of zeros and ones.  When properly loaded into a computer 
and provided with appropriate input from, for example, 
the keyboard, the program behaves.   In a word processing 
program, for example, text can be deleted, blocks of text 
can be moved, formatting of documents can be 
changed;  all sorts of operations can be instituted, and 
these can only be described as behavior.   Similarly with a 
spreadsheet program, numbers can be added, subtracted, 
multiplied or divided;  formulae can be developed to 
process the results of various computations;  information 
can be inserted, deleted, moved, or proc
w
according to the instructions given to it. 
 
 Central to Dr. Davis's critisicm of the Whelan "structure, 
sequence, and organization" formulation is the fact that 
there is no necessary relationship between the sequence of 
operations in a program, which are part of behavior, and 
the order or sequence in which those operations are set 
forth in the text of the program--the source code and ob-
ject code.   As Dr. Davis pointed out, "the order in which 
sub-routines appear in the program t
v

and as behavior, are "quite distinct". 
 
 Each view--textual and behavioral--has its own structure, 
sequence, and organization.   In the standard jargon of 
programmers, there is static structure, which refers to the 
program-as-text view, and dynamic structure, which re-
fers to the program-as-behavior view.   The static struc-
ture and dynamic structure of a program can be quite dif-
ferent;  indeed from dealing with the behavior of a pro-
gram, i.e., operating it, one can tell virtually nothing about 
its text.   Thus, according to Dr. Davis, "it makes no tech-
nical sense to talk simply about the 'structure' of a pro-
gram, bec
ti
matters." 
 
 Whelan, therefore, is fundamentally flawed according to 
Dr. Davis, by failing to distinguish between the static and 
dynamic views of a program. When Whelan states in 
footnote 1 that the terms "structure", "sequence", and "or-
ganization", are used interchangeably and are intended to 
be synonymous, the court's view of computer science is 
"exactly wrong technically;  it is precisely because a pro-
gram is not only text, but also behaves, that these terms 
(in all their meanings) are not synonymous.   The problem 
is thus compounded:  where [pr
w
equivalent when they are not." 
 
 [8] Going beyond Dr. Davis's analysis, the court notes a 
possible statutory difficulty that arises when we recog-
nize, as we must, that a computer program "behaves". 
Section 102(a) provides that copyright protection subsists 
for original works of authorship including those making 
up computer programs. Subsection (b) provides, however: 
"In no case does copyright protection for an original work 
of authorship extend to any idea, procedure, process, sys-
tem, method of operation, concept, principle, or discov-
ery, regardless of the form in which it is described, ex-
plained, illustrated, or embodied in such work." (emphasis 
added).   Since the behavior aspect of a computer program 
falls within the statutory terms "process", "system", and 
"method of operation", it may be excluded by statute from 
copyright protection.   Indeed, it has been suggested that 
computer software is better protected by patent law than 
by copyright law.   Comment, A Plea For Due Processes: 
Defining the Proper Scope of Patent Protection for Com-
puter Software, 85 Nw.U.L.Rev. 1103, 1123-25 
(1991).  Fortunately, this court need not wrestle with that 
possible development in the law of intellectual property, 
because CA's rights in this case are fully protected by 
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viewing the ADAPTER program as text.   In determining 
the similarities between OSCAR and ADAPTER, there-
fore, our attention turns away from the programs as be-

avior and focuses more closely on the programs as text, h
i.e., the source code and object code. 
 
 Professor Nimmer suggests that in lieu of the Whelan test 
of "structure, sequence, and organization", a better ap-
proach to determining similarities in computer programs 
can be found in the "abstractions test" first enunciated by 
Learned Hand in Nichols v. Universal Pictures, 45 F.2d 
119, 121 (2d Cir.1930), cert. denied, 282 U.S. 902, 51 
S.Ct. 216, 75 L.Ed. 795 (1931).   Professor Nimmer's 
suggestion is helpful.   The abstractions test not only has 
the endorsement of one of the most distinguished judicial 

 of this circuit. 
 
 T

ould prevent the use of his "ideas" to which, 
on, his property is never ex-

tended.  

writers on copyright law;  it is also the law

he "abstractions test" of Nichols reads:  
Upon any work * * * a great number of patterns of in-
creasing generality will fit equally well, as more and 
more of the incident is left out.   The last may perhaps 
be no more than the most general statement of what the 
[work] is about and at times might consist only of its ti-
tle; but there is a point in this series of abstractions 
where they are no longer protected, since otherwise the 
[author] c
apart from their expressi

Nichols, 45 F.2d at 121. 
 
 [9] As applied to computer software programs, this ab-
stractions test would progress in order of "increasing gen-
erality" from object code, to source code, to parameter 
lists, to services required, to general outline.   In discuss-

g the particular similarities, therefore, we shall focus on 
e

AR 3.4 during the period in which that program 

as used.   These damages will be discussed later in this 

in
th se levels. 
 

i. Similarities between ADAPTER and OSCAR 3.4 
 This question need not detain us long, for Altai concedes 
that a substantial part, approximately 30 percent, of 
OSCAR 3.4 was copied directly from the source code of 
ADAPTER that Arney took from CA.   Thus, with respect 
to OSCAR 3.4, Altai admits infringement.   In late 1988, 
as we have seen, OSCAR was rewritten as version *561 
3.5, which completely replaced OSCAR 3.4 with all of 
Altai's customers by July 1989.   Since OSCAR 3.4 has 
now been completely abandoned, there is no need for 
injunctive relief.   On this aspect of the case, therefore, 
there remains only the matter of determining what dam-
ages should be awarded to CA for Altai's infringement 
with OSC

w
opinion. 
 

ii. Similarities between ADAPTER and OSCAR 3.5 
 [10] After Altai learned, from the complaint in this action 
and its ensuing investigation, how Arney had copied from 
ADAPTER in order to develop OSCAR 3.4, it set about 
to rewrite the OSCAR program by developing OSCAR 
3.5 independent of the ADAPTER code.   This rewriting 
process was described earlier in this opinion.   Since there 
is no direct evidence of copying from ADAPTER to 
OSCAR 3.5, the point of analysis turns to whether, after 
the rewrite, OSCAR 3.5 is substantially similar to 
ADAPTER.   If so, it infringes CA's copyright, and CA 
would be entitled to injunctive relief and damages based 
on OSCAR 3.5.   If not, then there was no infringement 

y OSCAR 3.5 and this part of CA's complaint should be 

he rewrite, 
SCAR 3.5 was not substantially similar to ADAPTER, 

rity cited 
y Dr. Popper were object code, source code, parameter 

 Altai in developing OSCAR 3.5, there re-
ained virtually no lines of code that were identical to 

b
dismissed. 
 
 Based upon all the evidence in the case, the evaluations 
of Dr. Davis, the court's own evaluations of the reports of 
the experts for CA and Altai, and the impact on these 
facts and circumstances of the applicable law of copyright 
as applied to computer programs, discussed above, the 
court finds and concludes that--even assuming that Altai 
had access to ADAPTER's source code--after t
O
and therefore did not infringe CA's copyright. 
 
 CA's expert, Dr. Popper, devoted most of his direct tes-
timony, as set forth in his report, to establishing the simi-
larities between ADAPTER and OSCAR 3.4, an issue that 
Altai did not contest.   The major points of simila
b
lists, macros, and so-called high-level structure. 
 
 Dr. Davis addressed the relative importance of these fac-
tors to a computer program.   He realized that some other 
cases had approached the problem of substantial similar-
ity by merely counting lines of code identical in the two 
programs.   But, as Dr. Davis correctly noted, some code 
is more important than others.   Moreover, with respect to 
OSCAR 3.5, he found no need for any such detailed 
analysis of lines of code, because in the revision that was 
carried out by
m
ADAPTER. 
 
 With respect to the parameter lists and the macros, there 
was evidence from which one might infer there had been 
some copying;  at the same time, there was evidence that 
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ms lie in the public domain, 
ecause they are intended to be known in the industry and 

, many of the parameters and macros 
ere dictated by external factors and could not be deemed 

 

" between those 
f OSCAR 3.5 and those of ADAPTER. 

has little importance in the overall picture of 
milarity. 

us to anyone exposed to the operation of the 
rogram. 

ity on which CA relied. He evaluated 
em as follows: 

 

 

ganization Chart                Nil

ents no similar-
y at all, because the code was rewritten. 

 established in either the parame-
r lists or the macros. 

zation chart, does not present suffi-
ent evidence of substantial similarity to warrant a find-

t I 
ould describe as--I don't want to trip over legal terms, a 

many, if not most, of the parameter lists and macros were 
dictated by the functionality of the program.   The opera-
tion that both ADAPTER and OSCAR had to perform 
was to translate the calls for operating-system services 
that were required by the applications program into a 
form that could be read by the particular operating sys-
tem.   In this case, the operating system was established 
by IBM, and the forms for calls for services from each of 
the three IBM operating syste
b
to be used by programmers. 
 
 On the other side of ADAPTER and OSCAR, the task-
specific side, the calls for services from the operating 
system are made by different applications programs--
SCHEDULER for CA, and ZEKE, ZACK, and ZEBB for 
Altai.   There is no claim that Altai's applications pro-
grams infringe the task components of CA's application 
programs.   Thus
w
to be infringing. 
 
 Dr. Davis found that on the evidence presented he could 
not make a determination whether the parameter lists and 
macros of OSCAR 3.5 had been copied to any significant 
extent from ADAPTER.   Although he invited further 
evidence from *562 the parties' experts on the point, not 
enough was forth-coming to warrant any further comment 

the parameter lists and macros of OSCAR 3.5--CA has 
failed to meet its burden of proof of copying, because it 
has failed to prove "substantial similarity

by him.   As a result, the court finds that--with respect to

o
 
 With respect to the list of services required for 
ADAPTER and OSCAR, there was considerable overlap, 
but a great deal of that was required by the demands of 
functionality and was not attributed by Dr. Davis, nor is it 
by the court, to direct copying.   Furthermore, because the 
list of services is so extensively determined by the de-
mands of the operating system and of the applications 
program to which it is to be linked through ADAPTER or 
OSCAR, it 
si
 
 As to the so-called high-level structure, as reflected in the 
organization chart, the court accepts Dr. Davis's evalua-
tion that it was not important, because it was so simple 
and obvio
p
 
 Taking an overall view of "similarity", Dr. Davis at-
tempted to quantify the relative importance of the various 
factors of similar
th

 Code                            1,000
Parameter Lists                   100 
Macros                            100 
List of Services                    1 

 Or
  
As applied to OSCAR 3.5, the factor which is by far the 
most important--code, rated at 1,000--pres
it
 
 The parameter lists and macros, combined, amount to 
200, but on these factors, CA failed to carry its burden of 
proving substantial similarity.   Even without a burden-of-
proof analysis, however, the evidence is conflicting and, 
viewed most favorably to CA, would show that only a 
few of the lists and macros were similar to protected ele-
ments in ADAPTER;  the others were either in the public 
domain or dictated by the functional demands of the pro-
gram.   The court thus finds and concludes that there was 
no substantial similarity
te
 

 The list of services, as viewed by Dr. Davis and accepted 
by the court, is minuscule in importance and, even when 
linked with the organi
ci
ing of infringement. 
 
 In sum on this point, while OSCAR 3.4 included ap-
proximately 30 percent of verbatim copying of 
ADAPTER's code, when Altai rewrote the program into 
version 3.5, it eliminated the offending sections of copied 
code.   The method it used for the rewriting process was, 
as Dr. Davis testified, a reasonable method.  As Dr. Davis 
further testified, Altai's cleanup effort "was clearly wha
w
good faith effort to correct something that was wrong." 
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 The court finds and concludes that OSCAR 3.5 was not 
substantially similar to CA's ADAPTER program, that it 
was not copied from ADAPTER, and that it did not in-

inge CA's copyright on ADAPTER as contained in any 
R. 

f Texas law applies, is CA's claim 
arred by the Texas statute of limitations?   These issues 

. 

 *563 1. Preemptio

fr
of the registrations for CA-SCHEDULE
 
 B. Misappropriation of Trade Secrets 
 
 On the first day of trial, Altai conceded that they would 
not dispute the merits of CA's misappropriation of trade 
secrets claim insofar as they were based on Altai's use of 
the ADAPTER source code taken from CA by Arney. 
Therefore, in regard to CA's trade secrets claim, the court 
will address only the following issues:  Does the federal 
copyright law preempt state trade secret law?   Which 
state's choice of law principles apply?   Which state's sub-
stantive law applies?   I
b
are discussed seriatim
 

n 
 

a. Law of the case? 
 Altai contends that § 301(a) of the copyright act preempts 
CA's claim for misappropriation of trade secrets.   CA's 
initial line of response is that Judge Mishler's ruling of 
October 13, 1989, denying Altai's motion for summary 
judgment on this ground, is the law of the case.   In that 
memorandum order, Judge Mishler held:  "The elements 
of the tort of appropriation of trade secrets through the 
breach of contract or confidence by an employee are not 

e same as the elements of a claim of copyright in-th
fringement". 
 
 [11][12][13][14] Generally, when a court has ruled on an 
issue, that decision should be adhered to by that court in 
subsequent stages of that same case. Arizona v. Califor-
nia, 460 U.S. 605, 618, 103 S.Ct. 1382, 1391, 75 L.Ed.2d 
318 (1983).   But "[l]aw of the case [only] directs a court's 
discretion, it does not limit the tribunal's power."   Id. 
That discretion is informed, principally, by the concern 
that disregard of an earlier ruling not be allowed to preju-
dice the party seeking to benefit under the doctrine. 
United States v. Uccio, 940 F.2d 753, 758 (2d Cir.1991); 
United States v. Birney, 686 F.2d 102, 107 (2d Cir.1982). 
"Prejudice" in this regard does not mean "harm"; "rather, 
it refers to a lack of sufficiency of notice" or a lack of 
sufficient "opportunity to prepare armed with the knowl-
edge that [the prior ruling is not deemed controlling]." 
Birney, 686 F.2d at 107; see Uccio, 940 F.2d at 758.   
Both parties briefed the preemption issue in pre-and post-

trial briefs;  both parties treated the issue as one which 
as "in play".   There can not possibly be any prejudice to w

CA by reconsidering Judge Mishler's preemption ruling. 
 
 [15] Additionally, Judge Mishler did not have the benefit 
of a full development of the facts.   His prior ruling was 
based on a facial analysis of the torts of misappropriation 
of trade secrets and of copyright infringement; our recon-
sideration of the issue has the benefit of a full develop-
ment of the facts of the case as developed at trial.   Since 
we are convinced that an uncorrectable ruling of no facial 
preemption would be "clearly erroneous", see Arizona v. 
California, 460 U.S. at 618 n. 8, 103 S.Ct. at 1391 n. 8, 

e move to a consideration of preemption based on the 
s d

w
fact eveloped at trial. 
 

b. Preemption analysis as applied to the facts 
 [16] Section 301(a) expressly preempts "all legal or equi-
table rights that are equivalent to any of the exclusive 
rights within the general scope of copyright as specified 
by section 106" when the work of authorship in which 
rights are claimed falls "within the subject matter of copy-

ght as specified by sections 102ri  and 103" of the copy-
right act. 17 U.S.C. § 301(a). 
 
 There is little dispute that ADAPTER falls "within the 
subject matter of copyright".   It is a computer program, 
and as such is copyrightable.   See 17 U.S.C. § 101.   
Thus, the court needs only to determine whether CA's 

ade secrets claim is "equivalent" to the exclusive rights tr
of copyright as enumerated in § 106 of the copyright act. 
 
 [17] Section 106 gives the copyright owner the exclusive 
right to (1) reproduce the work, (2) prepare derivative 
works based on the work, (3) distribute copies of the work 
to the public by sale or other transfer of ownership, and, 
in the case of certain artistic works, (4) perform the work 
publicly, and (5) display the work publicly. 17 U.S.C. § 
106(1)-(5).   It is clear that a right "equivalent to" copy-
right is one which is infringed by the act of reproduction, 
performance, distribution, or display.   1 Nimmer on 
Copyright § 1.01[B][1], at 1-13.   See also Harper & Row 
Publishers, Inc. v. Nation Enterprises, 723 F.2d 195, 200 
(2d Cir.1983), rev'd on other grounds, 471 U.S. 539, 105 
S.Ct. 2218, 85 L.Ed.2d 588 (1985). 
 
 C
tw

in paragraphs 

A's second amended complaint contains the following 
o paragraphs:  
57. By reason of the facts stated in paragraph 39 and by 
copying from CA-SCHEDULER into ZEKE, ZACK 
and ZEBB the various elements stated 
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39-51, 54 and 55, defendant *564 Altai has infringed 
[CA's] copyright in CA-SCHEDULER.  
73. Defendant's incorporation into its ZEKE, ZACK 
and ZEBB programs of the various elements contained 
in the ADAPTER component of [CA's] CA-
SCHEDULER program as set out in paragraphs 39-51, 
54 and 55 constitutes the willful misappropriation of the 
proprietary property and trade secrets of plaintiff [CA].  

  Thus, CA's complaint states that the very same act--
copying the various elements of the ADAPTER compo-
nent of CA-SCHEDULER into ZEKE, ZACK, and 
ZEBB--is alleged to be both an infringement of copyright 
and a misappropriation of trade secrets.   At trial, it be-
came apparent that CA's trade secrets claim was based on 

s evidence that Altai had copied ADAPTER into Altai's it
OSCAR program. 
 
 As the second circuit said in Harper & Row, "When a 
right defined by state law may be abridged by an act 
which, in and of itself, would infringe one of the exclu-
sive rights [contained in § 106], the state law in question 
must be deemed preempted." Id., 723 F.2d at 200.   CA's 
trade secrets claim, therefore, based as it is upon Altai's 
copying of CA's ADAPTER program, must be deemed 

reempted, and the second count of its complaint must be p
dismissed. 
 
 [18] CA argues, correctly, that both commentary and 
caselaw support the proposition that "a computer program 
can be copyrighted and still maintain its trade secret 
status."   CA post-trial brief at 17.   CA further argues, 
however, that since the tort of misappropriation of trade 
secrets requires proof of elements (e.g., a confidential 

lationship) not required to prove a copyright claim, re
there can be no preemption. 
 
 CA's arguments embrace only a facial comparison of the 
torts of misappropriation and copyright infringement--the 
same limited analysis available to Judge Mishler when he 
decided the summary judgment motion.   In making such 
a limited comparison, CA misses the point both of Harper 
& Row and of § 301.   Merely lining up the elements of 
the two claims and identifying a difference will not suf-
fice to avoid preemption.   Rather, the two claims must be 
qualitatively different.   The gravamen of CA's trade se-
crets claim as proved at trial is that Altai, without authori-
zation, copied ADAPTER into its ZEKE, ZACK, and 
ZEBB programs.   CA's position is that the same act 
which allegedly constituted a misappropriation of trade 
secrets also infringed their copyright.   Preemption is 
therefore required, because "the right they seek to protect 

[via the trade secrets claim] is coextensive with an exclu-
sive right already safeguarded by the Act--namely, control 

ver reproduction and derivative use of copyrighted mate-o
rial."   Harper & Row, 723 F.2d at 201. 
 
 There are, undoubtedly, many differences between copy-
right and trade secret law: "Trade secret law protects con-
tent irrespective of form of expression; copyright law 
protects form of expression but not underlying ideas."   1 
R. Milgrim, Milgrim on Trade Secrets § 2.06A[3], at 2-
146 (1991). Similarly, trade secret law may be enforced 
only against defendants having a special relationship to 
the plaintiff, while copyright law may be enforced against 
the world.   Compare Restatement of Torts § 757 with 17 
U.S.C. § 106.   Further, misappropriation of trade secrets 
may take place by acquisition, disclosure or use of the 
secret; copyright infringement may only take place by 
certain unauthorized uses of copyrighted works.   Com-

are Rev. Uniform Trade Secrets Act § 1(2)p  with 17 
U.S.C. §§ 106-118, 501(a). 
 
 However, the alleged trade secret--ADAPTER--is the 
same entity in which CA alleges a copyright.   While the 
generic elements of a trade secret and of a copyrightable 
work differ, the tort of misappropriation as particularly 
alleged and proved here and the infringement of CA's 
copyright boil down to the same thing--a right of action 
for the unauthorized reproduction of, and preparation of 
derivative works based on, ADAPTER.   Merely because 
the elements of a "trade secret" and a "copyrightable 
work" are different does not avoid preemption.   Section 
301 instructs the court to compare "rights"--and the *565 
right to be free from trade secret misappropriation through 
"use", and the right to exclusive reproduction and distri-
bution of a copyrighted work are not distinguishable.   
The trade secret rights in this case are "equivalent to" the 
exclusive rights granted to copyright owners under § 106, 
and are therefore preempted by federal law.   See 1 R. 
Milgrim, Milgrim on Trade Secrets § 2.06A [4], at 2-150 
("Attention must be paid in each case to determine what 
plaintiff seeks to protect, the theories in which the matter 
is thought to be protected and the rights sought to be en-
forced."); Harvey Cartoons v. Columbia Pictures Indus-
tries, Inc., 645 F.Supp. 1564, 1573 (S.D.N.Y.1986).   Cf. 
Warner Bros., Inc. v. American Broadcasting Cos., 720 
F.2d 231, 247 (2d Cir.1983) ("state law claims that rely 

n the misappropriation branch of unfair competition are o
preempted"). 
 
 Were CA's allegations premised on a theory of illegal 
acquisition of a trade secret, a charge that might have 
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been alleged against Arney, who is not a defendant in this 
case, the preemption analysis might be different, for there 
seems to be no corresponding right guaranteed to copy-
right owners by § 106 of the copyright act.   But this is 
not such a case.   Rather, CA has proceeded solely against 
Altai, and has done so on a theory that the misappropria-
tion took place by Altai's use of ADAPTER--the same 
theory as the copyright infringement count.   See Copy-
right Law Revision, H.R.Rep. No. 1476, 94th Cong., 2d 
Sess. 132, reprinted in 1976 U.S.Code Cong. & 
Admin.News 5659, 5748 (" 'Misappropriation' is not nec-
essarily synonymous with copyright infringement, and 
thus a cause of action labeled as 'misappropriation' is not 
preempted if it is in fact based neither on a right within 

e general scope of copyright as specified by section 106th  
nor on a right equivalent thereto.") (emphasis added). 
 
 CA's trade secrets claim against Altai is equivalent, nay 
identical, to the claim of infringement of the exclusive 
rights of reproduction and distribution, both of which are 
"within the general scope of copyright as specified by 
section 106."   Once the work at issue became a copy-
rightable "work of authorship", all claims concerning 
copying became governed, exclusively, by federal law.   
The interpretation of § 301 offered by CA, on the other 
hand, "would run directly afoul of one of the Act's central 
purposes, to 'avoid the development of any vague border-
line areas between State and Federal protection.' " Harper 
& Row, 723 F.2d at 200 (quoting H.R.Rep. No. 1476, 

pra, at 130, 1976 U.S.Code Cong. & Admin.News at su
5746). 
 
 Thus CA--which is the master of its own case--has 
pleaded and proven facts which establish that one act con-
stituted both copyright infringement and misappropriation 
of trade secrets.   The act of misappropriation relied on-- 
copying ADAPTER into OSCAR 3.4--in and of itself, 
also infringed CA's copyright.   Under Harper & Row and 
§ 301 of the copyright act, CA's trade secrets claim is 

reempted by federal copyright law, and must be dis-p
missed. 
 
 It may seem anomalous that, with respect to OSCAR 3.5, 
the revised, post-suit version of the program, CA has no 
cause of action for copyright infringement, and fails as 
well on its trade secrets claim because of federal preemp-
tion by the copyright law.   If preemption were a doctrine 
designed only to prevent double recovery, this would be a 
valid concern.   But § 301 of the copyright act represents 
congress's determination, expressed through the authority 

f the supremacy clause, that copyright law be subject to o

uniform national laws. 
 
 If there is to be any right of action for CA, congress has 
said, it has to come under the copyright act, or not at 
all.  "It is clear that failure to meet the required standards 
for federal [copyright] protection will not negate federal 
preemption."   1 Nimmer on Copyright § 1.01[B], at 1-
22.2.   Otherwise, failure to comply with the strictures of 
the copyright act would expand the scope of state protec-
tion, id., see also Mayer v. Josiah Wedgwood & Sons, 
Ltd., 601 F.Supp. 1523, 1532 n. 15 (S.D.N.Y.1985), and 
this would be contrary to congress's intent.   See H.R.Rep. 
No. 1476, supra, at 131.   CA "cannot achieve by [a trade 
secrets] claim what it failed to achieve under its copyright 

aim".   *566 Durham Industries, Inc. v. Tomy Corp.,cl  
2d Cir.1980)630 F.2d 905, 918 ( . 

s from the case, we think it advisable to con-
der briefly the choice of law and statute of limitations 

questions. 

 
 2. Choice of Law 
 
 Even though our preemption ruling eliminates the trade 
secret issue
si

 
a. Which State's Principles? 

 This action was originally commenced in the district of 
New Jersey, and transferred to the eastern district of New 
York pursuant to 28 U.S.C. § 1404(a).   In these circum-
stances, "the transferee court must follow the choice of 
law rules that prevailed in the transferor court."   Ferens 
v. John Deere Co., 494 U.S. 516, 110 S.Ct. 1274, 1277, 
108 L.Ed.2d 443 (1990) (rule applies when plaintiff 
moves for transfer); compare Van Dusen v. Barrack, 376 
U.S. 612, 84 S.Ct. 805, 11 L.Ed.2d 945 (1964) (same rule 
when defendant initiates transfer).   Since a transfer under 
§ 1404(a) is only a change of courthouses, and not a 
change of law, we are obliged to apply New Jersey's con-

ict of laws principles.   There is no dispute between the 
parties that s apply. 
fl

New Jersey's choice of law principle
 

b. Which State's Substantive Law? 
 Similarly, there is no dispute over what choice of law 
principles New Jersey courts would apply.   New Jersey 
applies a "governmental interest" approach for deciding 
choice of law issues.   See, e.g., Rose v. Port of New York 
Authority, 61 N.J. 129, 139-40, 293 A.2d 371, 376 (1972) 
(abandoning traditional rule of lex loci delictus in favor of 
the law "having the most significant relationship and 
closest contacts with the occurence and the parties").   CA 
maintains that the "governmental interest" test points to 

e application of New York law;  Altai argues that Texas th
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law should control. 
 
 This dispute is relevant only because Altai argues that the 
Texas statute of limitations would bar CA's trade secret 
claim, since, according to Altai, Texas does not recognize 
the "discovery rule" in determining when a cause of ac-
tion for trade secrets would accrue.   The court notes that 
it would in fact apply Texas law, because the most sig-
nificant relationship and closest contacts with the occur-
rence and with the parties is with Texas.   However, in 
light of the following discussion of Texas statute of limi-
tations law, the choice of law is irrelevant;  for the result 
would law. be the same under either New York or Texas 
 

c. Is the Texas Statute of Limitations a Bar? 
 [19] New York's limitations period is three years;  under 
New York law, therefore, the action would be timely, and 
Altai concedes this.   Altai argues that under Texas law, 
the applicable (two-year) statute of limitations would bar 
CA's claim.   Specifically, Altai argues that Texas does 
not endorse the "discovery rule", and a Texas court would 
consider CA's trade secret claims to be time-barred.   
Were it necessary to reach this issue, the court would re-
ject Altai's argument.   Texas courts are moving toward 
the adoption of the discovery rule in all cases where "it is 
difficult for the injured party to learn of the negligent act 

r omission."   Willis v. Maverick,o  760 S.W.2d 642, 644 
(Tex.1988). 
 
 In fact, the Supreme Court of Texas has held that the 
discovery rule for accrual of a medical malpractice claim 
is a state constitutional imperative. In Nelson v. Krusen, 
678 S.W.2d 918 (Tex.1984), the Supreme Court of Texas 
noted that the "open courts" provision of the Texas Con-
stitution means that "the legislature has no power to make 
a remedy by due course of law contingent on an impossi-
ble condition." Id. at 921.    The "impossible condition" of 
Nelson refers to "cutting off a cause of action before the 

arty knows, or reasonably should know, that he is in-

-
al preemption of the claim, however, *567 it is not nec-

ss the merits of CA's trade secrets claim. 

 Arney and became some of 
e OSCAR portion of Altai's ZEKE, later to be included 

s 
result of Altai's infringing use of OSCAR 3.4 during the 

p
jured." Id. at 922. 
 
 Since Altai has stipulated that--prior to August 1988--CA 
had not discovered, and could not have discovered in the 
exercise of reasonable care, that Altai had misappropri-
ated CA's trade secrets, the court, absent preemption, 
would have to consider what relief to CA was appropriate 
under the trade secrets law of Texas.   In view of the fed
er
essary to addre
 
 C. Damages 

 
 We turn now to a consideration of the damages to be 
awarded for Altai's conceded infringement of CA's copy-
right in CA-SCHEDULER 2.1.   The only infringement 
established was that some of the ADAPTER portion of 
SCHEDULER was copied by
th
in both ZACK and ZEBB. 
 
 OSCAR was originally introduced by Altai in the spring 
of 1984 as part of its ZEKE/VSE program.   Next, an 
MVS version of ZEKE was developed and marketed, also 
using OSCAR 3.4.   Then ZACK and ZEBB incorporated 
OSCAR and were marketed.   After this lawsuit was 
commenced in August of 1988, Altai set about rewriting 
OSCAR into a non-infringing version 3.5.   By July 1989 
Altai had abandoned any use of OSCAR 3.4 and had fully 
replaced it with version 3.5 by providing all of its cus-
tomers with the updated version.   Our task, therefore, is 
to determine the damages that are to be awarded to CA a
a 
roughly five-year period from Spring 1984 to July 1989. 
 
 17 U.S.C. § 504 provides that an infringer of copyright is 
liable for "the copyright owner's actual damages and any 
additional profits of the infringer, as provided by subsec-
tio
Pr

or her deductible 
expenses and the elements of profit attributable to fac-

he circumstances of this case.   Most 
f the damage evidence was presented by expert wit-

n (b)".   Subsection (b), entitled "Actual Damages and 
ofits", provides:  
The copyright owner is entitled to recover the actual 
damages suffered by him or her as a result of the in-
fringment, and any profits of the infringer that are at-
tributable to the infringement and are not taken into ac-
count in computing the actual damages.   In establishing 
the infringer's profits, the copyright owner is required to 
present proof only of the infringer's gross revenue, and 
the infringer is required to prove his 

tors other than the copyrighted work. 
 
 This section thus authorizes CA to recover for CA's "ac-
tual damages" plus Altai's profits.   Not surprisingly, the 
parties do not agree as to how this section of the act 
should be applied to t
o
nesses on each side. 
 
 1. CA's View of Damages 
 
 CA's expert, Dr. Robert J. Larner, an economist and vice-
president of Charles River Associates, a research and con-
sulting firm headquartered in Boston, Massachusetts, ex-
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1, 
989.   Dr. Larner calculated CA's damages as follows: 

 

 

tai's enhanced good will                 1,583,563

d have 
alized if it had made all of the Altai transactions. 

riod produced the actual dam-
e figure of $5,433,546. 

er's total figure for Altai's 
rofit" was $6,890,689. 

the relevant period, he calculated to be 
1,583,563. 

arner's total damage figure was $13,907,798. 

. Altai's View of Damages 

by the court 
n either set of figures, this slight discrepancy in time 

st any sales as a result of Altai's use of 
SCAR.   Thus, CA should not be awarded any actual 

 assumptions;  it pro-
uced a still lower estimate of damage at $39,000, but 

hanced as a result of Altai's use of 
SCAR.   Therefore, CA is entitled to no damages for 

 to be $13,000,000, while the other 
nds the damages to be $115,000 (less than 1 percent of 

pressed two views of damages, one based on the assump-
tion that the infringement was cured as of July 31, 1991, 
the other based on the assumption of a cure date of Janu-

shall refer only to the calculations relating to January 3

ary 31, 1989.   For purposes of the present discussion we 

1

 Actual damages (before taxes)             $5,433,546
Altai's profits                            6,890,689 

 Al
  
Each of these items requires some explanation.   To arrive 
at CA's actual damages, Larner determined the number of 
infringing units sold by Altai, then multiplied that quan-
tity by the prices at which CA was selling its competing 
programs to produce the assumed additional revenue that 
CA would have received if it had made all of the Altai 
transactions.   From that figure, Larner subtracted esti-
mated incremental costs to CA had it made the additional 
sales, yielding the incremental profit that CA woul
re
 
 Recognizing that CA would not have made all of the 
Altai transactions, Larner looked to market-share data 
supplied from an outside source, and then concluded that 
CA's actual damages represented the incremental reve-
nues multiplied by CA's market share percentage.   These 
calculations for the full pe
ag
 
 For Altai's profits, the second aspect of damages allowed 
by the statute, Larner turned to that portion of the market 
share *568 that CA did not have and calculated Altai's 
total related revenues for the period.   He did this for each 
year and for each of the Altai products.   As permitted by 
the statute, he did not take into account Altai's expenses 
that related to those revenues, but instead left that calcula-
tion for Altai to prove.   Larn
"p
 
 Larner also included a figure for enhanced good will, 
which, for 
$
 
 L
 
 2
 
 Altai's damage estimates were made by Burton Grad, 
president of Burton Grad Associates, Inc. of Tarrytown, 
New York, a firm that serves as consultants to computer 
software and services companies.   Grad calculated his 
damages based on a slightly different time period than 

that used by Larner.   Grad adopted Altai's fiscal years 
and calculated damages for those years ending July 31, 
1986, 1987, 1988 and 1989.   Thus, his figures begin a 
few months later than Larner's, and they end six months 
later.   Because no precise reliance is placed 
o
periods is of no significance for our analysis. 
 
 As to actual damages claimed by CA, Grad concludes 
that there are none because, as he states:  "There is no 
evidence that CA lo
O
damages." 
 
 As to Altai's profits from the infringement, Grad sets 
forth two factors:  (1) the money Altai saved in develop-
ing OSCAR through the infringement, which for the four 
year period he calculated to be $38,000, plus (2) extra 
profits Altai earned by being able to deliver ZEKE/MVS 
into the market place three months earlier, which in his 
"case 1" example he calculated as $47,000.   This pro-
duced a total damage of $85,000, which Grad then con-
verted to a present worth of $115,000.   He made a further 
calculation by deducting taxes, but for ease of compari-
son, the court will consider only pre-tax, rather than after-
tax damages.   Grad also made a separate calculation of 
damages, using somewhat different
d
there is no need to discuss it here. 
 
 As to the lost good will postulated by Larner, Grad took 
the position that Larner "failed to demonstrate that Altai's 
good will has been en
O
enhanced good will." 
 
 Thus, we have two expert witnesses, both ostensibly 
qualified, and both undoubtedly very well-paid for their 
opinions.   They begin with the same raw data, the sales 
revenues and expenses for the two companies' competing 
products plus the market-share information.   One expert 
determines damages
fi
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the higher amount). 
 
 It should not be surprising that the court is not persuaded 
by either of these "expert" opinions.   There are many 
flaws in both, as pointed out through each opinion's criti-
cism of the other, and through the further expert testi-
mony of Dr. Frederick R. Warren-Boulton, an economist 
and senior vice-president of ICF Consulting Associates of 
Washington, DC, called by Altai.   Other criticisms of the 
two damage appraisals are contained in the cross-
examination of the expert witnesses as well as in the re-
spective parties' post-trial memoranda.  For present pur-

oses it will suffice to indicate simply some of the short-

 3. Defects in CA

p
comings of each opinion. 
 

's View 
 

a. CA's Actual Damages 
 [20] Larner's approach assumes that CA would have sold 
its percentage market share of Altai's infringing sales.   
This assumption, however, fails to take into account a 
critical factor:  price.   CA sells a much more expensive 
product than did Altai.   Compare Stevens Linen Assocs., 
Inc. v. Mastercraft Corp., 656 F.2d 11, 14-15 (2d 
Cir.1981).   Direct price comparisons between *569 Altai 
and CA are difficult because of the variety of methods of 
selling and of the variation in the competing products 
themselves.   Compare id.    The evidence indicates, how-
ever, that CA's prices exceeded Altai's by between 20 and 
50 percent.   The Grad survey indicates that with many of 

ltai's customers, price was a substantial factor in deter-

roduct, would have gone 
 CA in anything near the proportion that CA was able to 

ly does CA's 
pert exaggerate the quantity by this assumption, but he 

A
mining to buy from Altai as opposed to CA. 
 
 CA's share of the market, derived from historic sales, 
indicates that segment of the market that was willing to 
pay the higher prices charged by CA.   There is nothing, 
however, to support the assumption that Altai's customers, 
many of whom prefer a cheaper p
to
select from the overall market. 
 
 CA's expert's opinion compounds the "price" problem 
when it assumes that all of the Altai sales it would have 
received would generate revenues, not at Altai's price 
level, but at CA's price levels.   Thus, not on
ex
inflates the hypothetical sales price as well. 
 
 [21] Still another flaw in Larner's opinion is his basic 
assumption that but-for the infringement, Altai would 
have marketed no competing product. This flies in the 

face of the fact that before OSCAR 3.4 was developed, 
Altai was producing ZEKE/VSE and selling it in competi-
tion with CA's SCHEDULER, and that MVS versions of 
ZEKE, ZACK, and ZEBB could readily have been devel-
oped. ZEKE preceded SCHEDULER into the market, and 
the market-share data show that in 1985 ZEKE/VSE was 
an established competitor of CA-SCHEDULER/VSE; 
indeed, as of the end of 1984, ZEKE/VSE had 58 sur-

eyed sites installed as opposed to only 40 for CA-

 costs 
f only $129.84 (exhibit D of Larner opinion--total for 

ith industry norm to assume that variable costs of 
reater than 50 percent of sales would inevitably be in-

e infringement".   Similarly, profits of the infringer, to 

ans for making the applica-
on program work on their particular computer with their 

v
SCHEDULER/VSE. 
 
 CA's treatment of its costs is equally unconvincing.   It 
postulates only what it calls "incremental expenses" so 
that, for example, on a one-year lease of ZEKE/MVS, 
which brought Altai $7,500 (exhibit B of Larner's opin-
ion, item 312), and for which CA postulates it would have 
received $15,602 (exhibit C of Larner opinion revised 
3/27/90, line 1 for 1986), CA would have incurred
o
CA SCHEDULER/MVS) plus a sales commission. 
 
 Notwithstanding the expert's paid opinion, the real world 
just doesn't work that way.   During pretrial, CA strenu-
ously resisted Altai's attempts to obtain cost data for 
analysis by Altai.   Such basic data was not even provided 
to Larner, its own expert.   Grad testified, credibly, rely-
ing only on his general industry background and experi-
ence in estimating incremental costs, that it is more con-
sistent w
g
curred. 
 
 Taking another point of view, the court perceives a re-
lated defect in Larner's opinion, which seems to ignore the 
causation requirement in the statute. Actual damages must 
have been suffered by the copyright owner "as a result of 
th
be recoverable, must be "attributable to the infringement". 
 
 The picture is further complicated by the fact that the 
infringed component, ADAPTER, has relatively little 
sales appeal for customers.   Many customers are totally 
unaware of its presence.   Most customers who are aware 
of the presence of ADAPTER or OSCAR in their pro-
grams regard it simply as a me
ti
particular operating systems. 
 
 For some customers, however, having ADAPTER or 
OSCAR provides an immediate advantage in being able 
to use in the same office computers having different oper-
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ating systems.   For a few, the problem of "migration" 
(upgrading a computer system by acquiring a more so-
phisticated operating system) makes ADAPTER or 
OSCAR attractive.   Migration was of relatively minor 
significance, however, because it was established at trial 
that of the roughly 700 locations at which Altai main-
tained computer programs over the years, only approxi-
mately 25 had "migrated".   Thus, although CA attempts 
to establish that ADAPTER *570 or OSCAR are the very 
heart of the applications programs in which they are in-
stalled, implying that without that link to the operating 
systems there would be nothing else, the facts show that 

A's emphasis on the importance of ADAPTER was 

ct 
PERA/MVS does exist without ADAPTER, and there is 

ainst CA's total revenues for, 
y, 1987 ($452,000,000), Altai's revenues of $2,600,000 

 almos

C
greatly exaggerated. 
 
 Still another problem with CA's calculation of damages is 
CA's claim that Altai's use of OSCAR 3.4 in, e.g., 
ZACK/MVS, somehow caused damage to CA's OP-
ERA/MVS, which did not even use ADAPTER.   In a 
theoretical sense, perhaps, if OSCAR were as indispensa-
ble to ZACK, as ADAPTER is claimed to be to CA-
SCHEDULER, then without OSCAR, ZACK would not 
exist.   But in a practical sense, CA's competitive produ
O
no reason to believe that ZACK could not do likewise. 
 
 On a more general level, CA claims to have been caused 
actual damages in excess of $5,000,000 during the in-
fringing period, yet during this period its market share in 
the relevant products increased, its revenues and profits 
increased dramatically, and there is no evidence that CA 
lost a single sale to Altai because of the presence of 
OSCAR 3.4 as a component in the Altai programs.   CA 
did present evidence of three sales lost to Altai, but none 
of those lost sales could be attributed to the presence of 
OSCAR.   Moreover, as ag
sa
seem t insignificant. 
 

b. Altai's Profits from OSCAR 3.4 
 [22] The fundamental defect in CA's estimates of Altai's 
profits is CA's assumption that Altai's complete revenues 
on sales of products can be equated with profit attribut-
able to one component of those products.   In the back-
ground is the same assumption that infected CA's actual 
damage analysis: that OSCAR was essential to the Altai 
products and that without it, no sales would have been 

ade.   As indicated above, the court rejects that assump-m
tion. 
 
 [23] A sounder approach would be to allocate a fair pro-

portion of the profit on a particular sale to the presence of 
the infringing OSCAR 3.4.   See Big Seven Music Corp. v. 
Lennon, 554 F.2d 504, 509 (2d Cir.1977) ("damages may 
be recovered only if there is a necessary, immediate and 
direct causal connection between the wrongdoing and the 
damages").   This is particularly appropriate in the context 
of this case because with most customers, the presence of 
OSCAR was not a factor in their decision to purchase.   

f. Cream Records, Inc. v. Jos. Schlitz Brewing Co.,C  754 
F.2d 826, 828-29 (9th Cir.1985). 
 
 CA's calculation of Altai's revenues include not only the 
revenues received for each of its products during the four 
fiscal years, but also estimated future revenues, which are 

ow irrelevant in light of the court's finding that OSCAR 

stantial, and are analyzed in the 
ritten testimony of Altai's expert, Grad.   They will be 

discussed in t

n
3.5 cured the infringement. 
 
 CA made no calculation as to Altai's expenses, and they 
were not required to do so, because the statute places the 
burden of establishing expenses on Altai.   Those ex-
penses, however, were sub
w

hat context. 
 

c. Altai's Enhanced Good Will 
 [24] The fundamental defect in CA's calculation of Al-
tai's "enhanced" good will is, simply, that CA did not 
prove the existence of such good will.   A proper measure 
of its value would have been to compare pre-infringement 
value with post-infringement value and to allow the dif-
ference.   But CA presented no evidence of the pre-
infringement value of Altai's good will.   Furthermore, at 
least part of CA's good will calculation rested upon reve-
nues for a program, Z/CAT2, which did not use OSCAR 
and which was not connected by the evidence to the 
OSCAR-using products of Altai or to the customers who 

se those products. In short, CA's claim, based on a postu-
d will, fails. 

 4. Defects in Al

u
lated increase in Altai's goo
 

tai's View 
 

a. CA's Actual Damages 
 [25] Grad would allow CA no actual damages because 
"there is no evidence that *571 CA lost any sales as a 
result of Altai's use of OSCAR." The lack of specific evi-
dence is correct, but the fact that some damage occurred 
must also be recognized.   CA, of course, is the giant of 
the computer software industry.   Although minuscule in 
comparison to CA, Altai was nevertheless a significant 
competitor with certain of CA's products.   When it cop-
ied ADAPTER, Altai was able to place in the marketplace 
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a product which it viewed as being more useful than the 
same product would have been without OSCAR 3.4.   
Altai's products met with some commercial success, and it 
defies reason and common sense to assume that its com-
petition using the infringing OSCAR did not cause CA to 
lose some sales and profits to Altai as a result of the in-
fringement.   CA's loss was, of course, not the grossly-
ex
it

aggerated amount postulated in the Larner opinion, but 
s damage f garded. rom this factor cannot be totally disre

 
b. Altai's Profits from OSCAR 3.4 

 [26] A basic flaw of the Grad opinion on Altai's profits is 
that it simply disregards the statute.   Grad works from a 
premise of a hypothetical, infringement-free world and 
concludes that Altai's profits are represented by the 
money saved through developing OSCAR by infringe-
ment rather than by independent research, plus extra prof-
its earned because Altai could deliver ZEKE/MVS into 
the marketplace three months earlier.   This approach 
simply ignores the statutory purpose of the profits factor 
of damages, which is to deprive the infringer of any extra 

enefits it receives that are attributable to the forbidden 

AR 3.4 as a com-
onent, some portion of it, at least, must be recognized as 

ca-
le costs equalled $13,051,000, leaving a total profit for 

hat might have been". In addition to ignor-
g the statute, this approach is far too speculative to be 

 upon. 

any good will.   See 3 

immer on Copyright § 14.02[B], at 14-18 to 14-19.   The 

b
conduct. 
 
 Altai's own figures indicate a pre-tax profit of $260,000 
over the four fiscal years in question.   Since most of this 
is attributable to products having OSC
p
being attributable to the infringement. 
 
 The statute places the burden on the infringer to show its 
expenses.   Altai has met that burden with a fairly exten-
sive cost analysis for each of the products broken down 
by various categories, all as set forth in exhibits attached 
to Grad's testimony.   As part of that analysis, Grad con-
cludes that during the four-year period, total revenues 
from the relevant products equalled $13,311,000, appli
b
the 4 years of $260,000 (exhibit E to Grad testimony). 
 
 Grad does not recognize that profit figure, however, as a 
factor in CA's recovery.   Instead, he develops two other 
theories of "w
in
relied
 

c. Altai's Enhanced Good Will 
 As previously indicated, Grad rejects this element of 
damages for the reason that CA failed to prove either any 
change in good will that may have occurred during the 
period, or even the existence of 

N
court agrees with that conclusion. 
 
 5. Evaluation and Conclusion as to Damages 
 
 [27] As indicated earlier, the court did not find either 
party's damage analysis very helpful.   The highlighted 
items represent only some of the flaws;  others are dis-
cussed in the briefs and testimony.   Despite the skewed 
analyses on both sides, the court must reach a decision on 
damages, and to that task we now turn.   Although the fact 
of damage has been established, a precise calculation of 
CA's actual damages is not possible.   The court, there-
fore, can only make a "just and reasonable inference" as 
to the amount of damages.   Story Parchment Co. v. 
Paterson Parchment Paper Co., 282 U.S. 555, 563, 51 
S.Ct. 248, 250, 75 L.Ed. 544 (1931); see 3 Nimmer on 

opyright § 14.02 [A], at 14-11 to 14-12 ("courts will C
make the best possible appraisal of value"). 
 
 [28] Copying of ADAPTER has been admitted.   Ap-
proximately 30 percent of the lines of code in OSCAR 3.4 
were copied directly from ADAPTER.   The significance 
or the value of the copied material is not necessarily 
measured by counting lines of *572 code;  their qualita-
tive value should also be taken into account.   The court 

nds that one-third of the value of OSCAR 3.4 should be 

one-third, or one-ninth of the products 
ld.   This fraction may fairly be used to calculate CA's 

market percentage of 

fi
attributed to the infringed portion. 
 
 There was a great dispute over the significance or value 
that OSCAR 3.4, in turn, contributed to the Altai prod-
ucts, ZEKE, ZACK, and ZEBB.   Without OSCAR those 
products could have been, and undoubtedly would have 
been, produced with direct connections to the relevant 
operating systems.   But the fact remains that they were in 
fact produced using the infringing OSCAR 3.4.   Custom-
ers generally were not particularly interested in the advan-
tages that OSCAR provided, but in fact OSCAR did con-
tribute some value in terms of permitting different operat-
ing systems to use the program in the same office and in 
permitting a customer to upgrade to more complicated 
systems without changing programs.   The court finds that 
a fair evaluation of the significance of OSCAR 3.4 in the 
Altai products is one-third of the total value.   Thus, the 
infringing portion to be attributed to the end product is 
one-third times 
so
actual damage. 
 
 The one-ninth factor cannot, however, fairly be applied 
to all of the sales, or even to CA's 
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those sales, because as we have seen, CA sold at consid-

y CA's higher price levels and Altai's competition 
ith non-infringing products, $500,000 should be de-

gure of $2,500,000, which represents the net revenues to 

 leaves $277,777 as a just and reasonable 
ference of CA's actual damages resulting from the in-

erably higher prices than did Altai. 
 
 CA estimated its actual pre-tax damages at approximately 
$3,500,000.   Three adjustments to that figure are appro-
priate.   First, to allow for the loss in sales that would be 
caused b
w
ducted. 
 
 Second, a more reasonable cost figure should be allowed 
to reflect the realistic costs, rather than the nominal, vari-
able costs allowed in CA's computation.  $500,000 (ap-
proximately 17 percent) is a reasonable additional cost 
allowance, based on the evidence.   That would leave a 
fi
CA from the sales it would have picked up from Altai. 
 
 For the third adjustment, we multiply the net revenues of 
$2,500,000 by one-ninth, representing the portion of the 
Altai programs found to be attributable to the infringe-
ment, which
in
fringement. 
 
 [29] Turning to the profits gained by Altai from the sales 
of ZEKE, ZACK, and ZEBB over the four year period, 
the court accepts the figure of $260,000 indicated by Grad 
in exhibit E of his opinion at page 5.   However, for rea-
sons already indicated, only a portion--the court finds 
one-third--of those profits "are attributable to the in-
fringement".   That one-third amounts to $86,667, repre-
senting the profits of Altai that are recoverable by CA.   
Adding the profits ($86,667) to the actual damages of 
$277,777, yields total damages resulting from Altai's in-

ingement of CA's ADAPTER program through its use of 
 of $364,444. 

lated by the clerk at the usual rate 
om June 1, 1987, approximately the middle date of the 

 addition to the foregoing discussion, there remain a 
keeping", matters to clean up. 

n light of the above discussion and conclusions, the 
or punitive damages against Altai. 

 2. Attorney's Fees 

fr
OSCAR 3.4
 
 6. Interest 
 
 CA should recover pre-judgment interest on the 
$364,444.   For ease of computation the court directs that 
interest shall be calcu
fr
infringement period. 
 
 D. Housekeeping Matters 
 
 In
few additional, "house

 
 1. Punitive Damages 
 
 I
court sees no basis f
 

 
a. OSCAR 3.4 

 [30] Under § 412 of the copyright act, CA may not be 
awarded statutory damages or attorney's fees as provided 
in § 505, because the alleged infringement of ADAPTER 
by OSCAR 3.4 commenced before the effective date of its 
registration.   ADAPTER was registered, as discussed 
*573 above, as part of CA-SCHEDULER, in August 
1988--well after the infringement by OSCAR 3.4 began. 

he statute thus bars CA's recovery of attorney's fees for 
the conceded infringe  3.4. 
T

ment by OSCAR
 

b. OSCAR 3.5 
 [31] The court has found that OSCAR 3.5 did not in-
fringe CA's copyright in ADAPTER. Section 505 of the 
copyright act provides, in part: "[T]he court may * * * 
award a reasonable attorney's fee to the prevailing party 
as part of the costs." 17 U.S.C. § 505.   Such an award 
rests largely within the court's discretionary power, see, 
e.g., Peter Pan Fabrics, Inc. v. Jobela Fabrics, Inc., 329 
F.2d 194 (2d Cir.1964), and since CA did not prevail in 
regard to infringement by OSCAR 3.5, the court does not 
award attorney's fees on that part of the claim.   As to 
Altai, the court sees no compelling reason to shift any 

ortion of its attorney's fees to CA.   Accordingly, no at-
warded to either party. 

p
torney's fees shall be a
 
 3. Fees of Dr. Davis 
 
 [32] When the court, pursuant to Fed.R.Evid. 706, ap-
pointed its own expert, with the agreement of counsel for 
both sides, it provided that each side in the first instance 
should pay one-half the fee of Dr. Davis, with the final 
burden of his fee to be fixed as part of the costs upon en-

y of the judgment.   Costs ultimately lie in the discretion tr
of the court. 
 
 With respect to Dr. Davis's fee, the need for his testi-
mony was initially caused by Altai and its infringement of 
the ADAPTER program, because that infringement pro-
duced this lawsuit.   The principal issue that remained to 
be tried, however, related to whether or not OSCAR 3.5 
infringed, and on that issue Altai has prevailed.   Consid-
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th each side having paid 
ne-half of his fees and neither side entitled to any further 

ment from the other. 

ursuant to Fed.R.Civ.P. 54(d)

ering all the factors surrounding this litigation and the 
testimony of Dr. Davis, including the court's need for that 
testimony and its impact on the case, the court finds that a 
fair allocation of his fees would be to leave the parties 
where they now stand, i.e., wi
o
reimburse
 
 4. Costs 
 
 P  the court directs that no 

o either party. 

es submitted to the court a series 
f papers which ultimately stacked up to a height of ap-

liberation, the court denies the motion. 

bits for use in the event of an appeal.   
ny exhibits not picked up by September 16, 1991, will 

royed. 

 Inc. and against 
ltai, Inc. in the sum of $364,444, plus interest to be cal-

 from June 1, 1987. 

5 F.Supp. 544, 1991 Copr.L.Dec. P 26,783, 20 

END OF DOCUMENT 

 

costs shall be awarded t
 
 5. The French Motion 
 
 After this case had been submitted for decision, CA re-
newed a motion made before trial to modify the confiden-
tiality order entered during the discovery process of this 
action by removing therefrom certain "confidential" mate-
rials that CA wished to use in the prosecution of an action 
against Altai that was pending in France.   In connection 
with that motion the parti
o
proximately five inches. 
 
 After due de
 
 6. Exhibits 
 
 Counsel may pick up from chambers their own exhibits, 
as well as those documents submitted and marked as the 
court's exhibits, except for those court exhibits, obviously 
not confidential, that the court has docketed in the clerk's 
office.   Counsel will, of course, be responsible for pre-
serving those exhi
A
be dest
 

IV. CONCLUSION 
 The clerk is directed to enter judgment in favor of plain-
tiff Computer Associates International,
A
culated on that sum
 
 SO ORDERED. 
 
 77
U.S.P.Q.2d 1641 
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United States Court of Appeals, 
Ninth Circuit. 

APPLE COMPUTER, INC., a California corporation, 
Plaintiff-Appellee, 

v. 
MICROSOFT CORPORATION, a Delaware corpo-

ration, Defendant-Appellant. 
APPLE COMPUTER, INC., a California corporation, 

Plaintiff-Appellee, 
v. 

MICROSOFT CORPORATION, a Delaware corpo-
ration, Defendant, 

and 
Hewlett-Packard Co., Defendant-Appellant. 

APPLE COMPUTER, INC., Plaintiff-Appellant, 
v. 

MICROSOFT CORPORATION, a Delaware corpo-
ration; Hewlett-Packard Co., a 

California corporation, Defendants-Appellees. 
Nos. 93-16867, 93-16869 and 93-16883. 

 
Argued and Submitted July 11, 1994. 

Decided Sept. 19, 1994. 
 
 Computer manufacturer brought copyright infringe-
ment action against competitors, alleging competitors 
had infringed its graphical user interface (GUI).   The 
United States District Court for the Northern District 
of California, Vaughn R. Walker, J., entered judg-
ment in favor of competitors, 821 F.Supp. 616, 709 
F.Supp. 925, 717 F.Supp. 1428, 759 F.Supp. 1444, 
779 F.Supp. 133, 799 F.Supp. 1006, and manufac-
turer appealed.   The Court of Appeals, Rymer, Cir-
cuit Judge, held that: (1) licensing agreement gave 
competitor right to transfer individual elements or 
design features using its "Windows" program; (2) in 
determining whether manufacturer's GUI was in-
fringed, district court properly compared works for 
virtual identity, rather than substantial similarity; and 
(3) remand was required to determine whether com-
petitors were entitled to award of attorneys' fees. 
 
 Affirmed in part, reversed and remanded in part. 
 

West Headnotes 
 
[1] Copyrights and Intellectual Property 48 

99k48 Most Cited Cases 
Agreement licensing right to use visual displays gen-
erated by computer manufacturer's graphical user 
interface (GUI) programs, which appeared as deriva-
tive works in competitor's "Windows" interface, gave 
competitor right to transfer elements or design fea-
tures used in "Windows"; agreement authorized com-
petitor to use "these derivative works," which could 
only refer to competitor's acknowledgement that 
"visual displays" generated by its interface were de-
rivative works of visual displays generated by manu-
facturer's programs. 
 
[2] Copyrights and Intellectual Property 51 
99k51 Most Cited Cases 
Where accused works include both licensed and unli-
censed features, copyright infringement will depend 
on whether unlicensed features are entitled to protec-
tion. 
 
[3] Copyrights and Intellectual Property 

83(1) 
99k83(1) Most Cited Cases 
Computer manufacturer was required to prove the 
competitors copied unlicensed protected expression 
when they produced graphical user interfaces that 
were similar to manufacturer's interfaces after district 
court found that licensing agreement provided partial 
defense to manufacturer's infringement claims. 
 
[4] Copyrights and Intellectual Property 

53(1) 
99k53(1) Most Cited Cases 
In determining whether computer manufacturer's 
competitors infringed manufacturer's copyrighted 
graphical user interface (GUI) when they produced 
similar interface, works were required to be com-
pared for virtual identity, rather than substantial simi-
larity, where manufacturer licensed right to copy al-
most all of its visual displays; considering license and 
limited number of ways that basic ideas of manufac-
turer's GUI could be expressed differently, only 
"thin" protection against virtually identical copying 
was appropriate. 
 
[5] Copyrights and Intellectual Property 

83(3.1) 
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99k83(3.1) Most Cited Cases 
Copying may be shown by circumstantial evidence of 
access and substantial similarity of both general ideas 
and expression between copyrighted work and alleg-
edly infringing work. 
 
[6] Copyrights and Intellectual Property 10.4 
99k10.4 Most Cited Cases 
Because only those elements of work that are pro-
tectable and used without author's permission can be 
compared when it comes to ultimate question of il-
licit copying, Court of Appeals uses analytic dissec-
tion to determine scope of copyright protection be-
fore works are considered as a whole. 
 
[7] Copyrights and Intellectual Property 88 
99k88 Most Cited Cases 
Trial court acted within its case management discre-
tion when it asked computer manufacturer for list of 
particular features in its works which were similar to 
features found in competitor's graphical user interface 
(GUI) so that it could determine which elements of 
manufacturer's works were protectable in copyright 
infringement action. 
 
[8] Copyrights and Intellectual Property 10.4 
99k10.4 Most Cited Cases 
Ideas embodied in computer manufacturer's graphical 
user interface (GUI), including use of Windows to 
display multiple images on computer screen and to 
facilitate user interaction, manipulation of icons to 
convey instructions and to control operation of com-
puter, use of menus to store information or computer 
functions and opening and closing of objects as 
means of retrieving transferring and storing informa-
tion, were not entitled to copyright protection. 17 
U.S.C.A. § 102(b). 
 
[9] Copyrights and Intellectual Property 4.5 
99k4.5 Most Cited Cases 
When idea and its expression are indistinguishable, 
or merged, expression will only be protected against 
nearly identical copying. 
 
[10] Copyrights and Intellectual Property 

12(2) 
99k12(2) Most Cited Cases 
Under doctrine of "scenes a faire," when similar fea-
tures are, as practical matter, indispensable, or at least 
standard, in treatment of given idea, they are treated 

like ideas and are therefor not protected by copyright. 
7 U.S.C.A. § 102(b)1 .  

[11]
 

 Copyrights and Intellectual Property 
12(2) 

99k12(2) Most Cited Cases 
Doctrine of scenes a faire limited scope of copyright 
protection of computer manufacturer's graphical user 
interface (GUI); environmental and economic factors 
limited range of possible expression in GUIs. 17 
U.S.C.A. § 102(b). 

[12]
 

 Copyrights and Intellectual Property 
12(1) 

99k12(1) Most Cited Cases 
Copyright protection extends only to those compo-
nents of word that are original to author, although 
original selection arrangement of otherwise uncopy-

ghtable components may be protectable. 

[13]

ri
 

 Copyrights and Intellectual Property 
10.4 

99k10.4 Most Cited Cases 
Graphical user interface audiovisual works are sub-
ject to same process of analytical dissection as are 

ther works. o
 
[14] Copyrights and Intellectual Property 51 
99k51 Most Cited Cases 
Party claiming copyright infringement may place no 
reliance upon any similarity in expression resulting 

om unprotectable elements. fr
 
[15] Copyrights and Intellectual Property 51 
99k51 Most Cited Cases 
Unprotectable elements have to be identified, or fil-
tered, before works can be considered as a whole in 

pyright infringement action. 

[16]

co
 

 Copyrights and Intellectual Property 
67.3 

99k67.3 Most Cited Cases 
In determining whether computer manufacturer's 
graphical user interface was infringed, district court 
properly identified sources of similarity in manufac-
turer's interface and competitor's interface, deter-
mined which were licensed, distinguish ideas from 
expression, and decided scope of manufacturer's 
copyright by dissecting unauthorized expression and 

ltering out unprotectable elements. fi
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[17] Copyrights and Intellectual Property 

67.3 
99k67.3 Most Cited Cases 
Computer manufacturer that held copyright for both 
graphical user interface (GUI) and derivative work 
could base claim of copyright infringement on both 

orks. 17 U.S.C.A. § 103(d)w . 
 
[18] Copyrights and Intellectual Property 76 
99k76 Most Cited Cases 
If copyright owner of derivative work is exclusive 
licensee of certain rights in underlined work, he or 
she is treated as copyright owner of underlying work 
for purpose of exercising those rights; owner can 
therefore sue for copyright of material that appears in 
both derivative work and underlying work. 17 
U.S.C.A. § 103(d). 
 
[19] Federal Courts 895 
170Bk895 Most Cited Cases 
District court's error in dismissing derivative work as 
work in suit in computer manufacturer's action for 
infringement of its copyrighted graphical user inter-
face (GUI) did not deprive manufacturer of opportu-
nity to fairly  
present its case, where district court allowed manu-
facturer to present its case using derivative work 
throughout summary judgment proceedings, and 
found no material difference between the two works 

 entering summary judgment for competitor. in
 
[20] Federal Courts 940 
170Bk940 Most Cited Cases 
Remand was required to determine whether defen-
dants who prevailed in copyright infringement action 
were entitled to award of attorney's fees, where court 
had ruled, based on subsequently overruled prece-
dent, that it did not have discretion to award fees to 
prevailing defendants unless action was frivolous or 
in bad faith. 17 U.S.C.A. § 505. 
 *1437 Jack E. Brown, Brown & Bain, Phoenix, AZ, 

r plaintiff-appellee-cross-appellant. fo
 
 David T. McDonald, McDonald & Quackenbush, 
Seattle, WA, for defendant-appellant-cross-appellee 

icrosoft Corp. M
 
 Jonathan A. Marshall, Pennie & Edmonds, New 
York City, for defendant-appellant-cross-appellee 

ewlett-Packard Co. 

District Court 
r the Northern District of California. 

Z

H
 
 *1438 Appeals from the United States 
fo
 
 Before: FERNANDE , RYMER, and T.G. NEL-

ON, Circuit Judges. S
 
 RYMER, Circuit Judge: 
 
 Lisa and Macintosh are Apple computers.   Each has 
a graphical user interface ("GUI") which Apple 
Computer, Inc. registered for copyright as an audio-
visual work.   Both GUIs were developed as a user-
friendly way for ordinary mortals to communicate 
with the Apple computer;  the Lisa Desktop and the 
Macintosh Finder [FN1] are based on a desktop 
metaphor with windows, icons and pull-down menus 
which can be manipulated on the screen with a hand-
held device called a mouse.   When Microsoft Corpo-
ration released Windows 1.0, having a similar GUI, 
Apple complained.   As a result, the two agreed to a 
license giving Microsoft the right to use and subli-
cense derivative works generated by Windows 1.0 in 
present and future products.   Microsoft released 
Windows 2.03 and later, Windows 3.0;  its licensee, 
Hewlett-Packard Company (HP), introduced New-
Wave 1.0 and later, NewWave 3.0, which run in con-
junction with Windows to make IBM-compatible 
computers easier to use.   Apple believed that these 
versions exceed the license, make Windows more 
"Mac-like," and infringe its copyright.   This action 

llowed. 
 
fo

FN1. The Macintosh Finder is registered as 
a derivative work of the Lisa Desktop.   Al-
though the district court dismissed the 
Finder as a work in suit, the Macintosh in-
terface has been referred to interchangeably 
with the Lisa during the course of this litiga-
tion. 

 
 In a series of published rulings, [FN2] the district 
court construed the agreement to license visual dis-
plays in the Windows 1.0 interface, not the interface 
itself; determined that all visual displays in Windows 
2.03 and 3.0 were in Windows 1.0 except for the use 
of overlapping windows [FN3] and some changes in 
the appearance and manipulation of icons; dissected 
the Macintosh, Windows and NewWave interfaces 
based on a list of similarities submitted by Apple to 
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decide which are protectable; and applied the limiting 
doctrines of originality, functionality, standardiza-
tion, scenes a faire and merger to find no copying of 
protectable elements in Windows 2.03 or 3.0, and to 
limit the scope of copyright protection to a handful of 
individual elements in NewWave. [FN4]   The court 
then held that those elements in NewWave would be 
compared with their equivalent Apple elements for 
substantial similarity, and that the NewWave and 
Windows 2.03 and 3.0 works as a whole would be 
compared with Apple's works for virtual identity.   
When Apple declined to oppose motions for sum-
mary judgment of noninfringement for lack of virtual 
identity, however, judgments in favor of Microsoft 

d HP were entered. 
 
an

FN2. Apple Computer, Inc. v. Microsoft 
Corp., 709 F.Supp. 925 (N.D.Cal.1989) 
(Apple I); Apple Computer, Inc. v. Microsoft 
Corp., 717 F.Supp. 1428 (N.D.Cal.1989) 
(Apple II); Apple Computer, Inc. v. Micro-
soft Corp., 759 F.Supp. 1444 
(N.D.Cal.1991) (Apple III); Apple Com-
puter, Inc. v. Microsoft Corp., 779 F.Supp. 
133 (N.D.Cal.1991) (Apple IV); Apple Com-
puter, Inc. v. Microsoft Corp., 799 F.Supp. 
1006 (N.D.Cal.1992) (Apple V); Apple 
Computer, Inc. v. Microsoft Corp., 821 
F.Supp. 616 (N.D.Cal.1993) (Apple VI).    
The first two published opinions were ren-
dered by Hon. William S. Schwarzer;  after 
his appointment as Director of the Federal 
Judicial Center, this matter was reassigned 

because the district court's is so exten-
sive. 

 

to the calendar of Hon. Vaughn R. Walker.  
Our treatment of facts throughout is trun-
cated 

FN3. Windows 1.0 had a tiled windowing 
system in which the windows were con-
nected together in a fixed pattern such that 
all open windows were simultaneously visi-
ble.   An overlapping system allows win-
dows to be stacked on top of one another 
and moved around the screen individually. 

 
FN4. These items relate to the "zooming 
rectangle" animation associated with the 
opening or closing of an icon into a window, 
the "dimming" of a folder icon that has been 
opened into a window, and the use of a trash 

can icon to depict the discard function.   
Each appears in both versions 1.0 and 3.0 of 
NewWave, but none is in any version of 
Windows. 

 
 Apple asks us to reverse because of two fundamental 
errors in the district court's reasoning. [FN5] First, 
Apple argues that the court *1439 should not have 
allowed the license for Windows 1.0 to serve as a 
partial defense. Second, Apple contends that the court 
went astray by dissecting Apple's works so as to 
eliminate unprotectable and licensed elements from 
comparison with Windows 2.03, 3.0 and NewWave 
as a whole, incorrectly leading it to adopt a standard 
of virtual identity instead of substantial similarity.   

e disagree. 
 
W

FN5. Although it does not concede that lim-
iting doctrines were correctly applied to 
each alleged similarity, Apple does not ask 
us to review the many discrete decisions re-
flected in the district court's published opin-
ions.   We have done so only to the extent of 
being satisfied that none makes a difference 
to the outcome, because we agree that the 
appeal turns on whether the district court's 
approach was correct. 

 the use 
f common ideas or their logical extensions. 

 
 The district court's approach was on target.   In so 
holding, we readily acknowledge how much more 
complex and difficult its task was than ours.   The 
district court had to grapple with graphical user inter-
faces in the first instance--and for the first time, with 
a claim of copying a computer program's artistic look 
as an audiovisual work instead of program codes reg-
istered as a literary work.   In this case there is also 
the unusual, added complexity of a license that ar-
guably covers some or most of the allegedly infring-
ing works. The district court therefore had to cut new 
paths as it went along;  we have the luxury of looking 
at the case at the end of the trip.   From this vantage 
point, it is clear that treatment of Apple's GUIs, 
whose visual displays are licensed to a great degree 
and which are a tool for the user to access various 
functions of a computer in an aesthetically and ergo-
nomically pleasing way, follows naturally from a 
long line of copyright decisions which recognizes 
that works cannot be substantially similar where ana-
lytic dissection demonstrates that similarities in ex-
pression are either authorized, or arise from
o
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 We therefore hold: 

0 and NewWave are licensed and 
hich are not. 

xtends only to protectable elements of 
pression. 

 
 (1) Because there was an agreement by which Apple 
licensed the right to make certain derivative works, 
the district court properly started with the license to 
determine what Microsoft was permitted to copy.   
Infringement cannot be founded on a licensed simi-
larity.   We read Microsoft's license as the district 
court did, to cover visual displays--not the Windows 
1.0 interface itself. That being so, the court correctly 
decided first to identify which visual displays in 
Windows 2.03, 3.
w
 
 (2) The district court then properly proceeded to dis-
tinguish ideas from expression, and to "dissect" unli-
censed elements in order to determine whether the 
remaining similarities lack originality, flow naturally 
from basic ideas, or are one of the few ways in which 
a particular idea can be expressed given the con-
straints of the computer environment.   Dissection is 
not inappropriate even though GUIs are thought of as 
the "look and feel" of a computer, because copyright 
protection e
ex
 
 (3) Having found that the similarities in Windows 
2.03 and 3.0 consist only of unprotectable or licensed 
elements, and that the similarities between protect-
able elements in Apple's works and NewWave are de 
minimis, [FN6] the district court did not err by con-
cluding that, to the extent there is creative expression 
left in how the works are put together, as a whole 
they can receive only limited protection.   When the 
range of protectable and unauthorized expression is 
narrow, the appropriate standard for illicit copying is 
virtual identity.   For these reasons, the GUIs in Win-
dows 2.03, 3.0 and NewWave cannot be compared 
for substantial similarity with the Macintosh interface 
as a whole.   Instead, as the district court held, the 

orks must be compared for virtual identity. [FN7]w  
 

FN6. The court's order that the four individ-
ual similarities in NewWave were to be 
compared at trial with their "equivalents" in 
Apple's works for substantial similarity, 
Apple VI, 821 F.Supp. at 631, is not an issue 
on appeal.   Apple does not assert infringe-
ment as to any of these elements individu-
ally, and we therefore assume that it did not 

oppose entry of judgment on this basis.   In 
any event, as the district court held, id. at 
623-25, these similarities do not comprise a 
core of protectable and unlicensed similari-
ties substantial enough to warrant a finding 
of illicit copying under a standard of sub-
stantial similarity.   See, e.g., Data East 
USA, Inc. v. Epyx, Inc., 862 F.2d 204, 209 
(9th Cir.1988) (one remaining similar fea-
ture was "inconsequential"); See v. Durang, 
711 F.2d 141, 143 (9th Cir.1983) (per cu-
riam) (five remaining similarities insuffi-
cient to convince trier of fact that works 
were substantially similar). 

 
FN7. Since Apple contests only the legal 
standard of virtual identity, we do not con-
sider whether summary judgment was ap-
propriately entered on the merits under that 
standard. 

ccount of the erroneous dismissal of the 
inder. 

 
 *1440 Apple also challenges dismissal of the Macin-
tosh Finder as a work in suit.   Although we agree 
that the Finder, which is registered as a derivative 
work of the Lisa Desktop, should not have been dis-
missed as a work in suit because the underlying copy-
right on the Lisa has not expired, Apple's non-
opposition to judgment as to the Lisa applies to the 
Finder as well.   The Macintosh Finder is not incre-
mentally different from the Lisa Desktop in any re-
spect material to Apple's claims of infringement.   
There is accordingly no basis in the record for rever-
sal on a
F
 
 Finally, Microsoft and HP cross-appeal denial of 
their requests for attorney's fees.   Since the district 
court's decision, the Supreme Court has conferred 
greater discretion to award fees to prevailing defen-
dants than our law previously acknowledged.   
Fogerty v. Fantasy, Inc., 510 U.S. 517, 114 S.Ct. 
1023, 127 L.Ed.2d 455 (1994).   Therefore, we re-
mand so that the district court may reconsider this 

sue in light of Fogerty. 
 
is

I 
 [1] Analysis of Apple's infringement claims must 
start with an agreement signed in 1985 by Apple and 
Microsoft, which resolved a dispute about visual dis-
plays generated by Microsoft software products.   
The 1985 Agreement licensed the right to use the 
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visual displays generated by Apple's Lisa and Macin-
tosh graphic user interface programs which appeared 
as derivative works in Windows 1.0. [FN8] As a re-
sult, to the extent that later versions of Windows and 
NewWave use the visual displays in Windows 1.0 

hich came from Apple), that use is authorized. 
 
(w

FN8. In the Agreement, Microsoft acknowl-
edged "that the visual displays in [Windows 
1.0] are derivative works of the visual dis-
plays generated by Apple's Lisa and Macin-
tosh graphic user interface programs." Apple 
granted Microsoft a nonexclusive, royalty-
free, nontransferable license "to use these 
derivative works in present and future soft-
ware programs and to license them" to third 
parties for use in new software programs. 
Microsoft, in turn, granted Apple a similar 
license "to use any new visual displays cre-
ated by Microsoft" during the next five years 
as part of its Windows retail software prod-
ucts; Apple waived any copyright, patent, 
trade secret or other claim against Windows 
1.0; Microsoft agreed to delay the release of 
any versions of its Excel spreadsheet pro-
gram that would run on computers other 
than the Macintosh; and Microsoft agreed to 
release an enhanced version of Microsoft 
Word (a word processing program) for the 
Macintosh. 

re like the Macintosh than Windows 
.0 looked. 

nterface 
pr

he use of the Windows 1.0 interface as a 

pple II,

 
 Apple's appeal turns on whether the Agreement, 
properly construed, gives Microsoft the right to trans-
fer individual elements or design features used in 
Windows 1.0.   Apple particularly objects to any in-
terpretation that would permit later Windows prod-
ucts to look mo
1
 
 The plain language of the Agreement disposes of 
Apple's argument.   It licenses Microsoft to use "these 
derivative works."  "These derivative works" can 
only refer to Microsoft's acknowledgment that the 
"visual displays" generated by Windows 1.0 "are 
derivative works of the visual displays generated by 
Apple's Lisa and Macintosh graphic user i

ograms."   As the district court explained:  
Had it been the parties' intent to limit the license to 
the Windows 1.0 interface, they would have known 
how to say so.   Instead, the "derivative works" 
covered by the license are identified as the "visual 

displays" in the Windows 1.0 interface, not the in-
terface itself.   And there is nothing in the 1985 
Agreement that indicates that it was intended as a 
product license restricting Microsoft and its licen-
sees to t
whole.  

A  717 F.Supp. at 1430-31. 

 narrow license Apple bargained for but 
ave up. 

 
 Apple contends that the term "visual displays" is 
ambiguous and can reasonably be construed (against 
Microsoft, as drafter) to distinguish audiovisual copy-
rights protecting visual works from literary copy-
rights protecting programs, and to cover use of so 
much of Apple's visual copyrights as were used in 
Windows 1.0 but no more.   This argument fails be-
cause Apple tried to limit Microsoft's license to Win-
dows 1.0 as a whole--but did not succeed.   Apple's 
first draft included language providing that "at no 
time shall this grant extend to any appearance, look, 
feel, visual feature or operation other than that incor-
porated in Microsoft Windows."   Microsoft, how-
ever, rejected this limitation.   Thus, the parties had 
already *1441 staked out their positions by the time 
Microsoft produced the final draft.   Accordingly, 
there is no basis for construing the Agreement to 
grant the
g
 
 Apple relies on statements by various Microsoft em-
ployees in support of its ambiguity argument.   These 
are unavailing because the Agreement has an integra-
tion clause which precludes contradicting its terms by 
collateral understandings.   Hayter Trucking, Inc. v. 
Shell Western E & P, Inc., 18 Cal.App.4th 1, 14, 22 
Cal.Rptr.2d 229 (1993).   In any event, testimony by 
the two employees who opined that the phrase "visual 
displays" is ambiguous lacks force because both are 
engineers who took no part in negotiating the 1985 
Agreement.   Likewise, an internal Microsoft memo-
randum by Bill Gates, which states that Microsoft 
must "be careful not to take additional things from 
apple screens when we make enhancements--
everything we do today is fine," raises no triable is-
sue as it is consistent with Gates's understanding that 
the license was for individual displays, not the inter-
face as a whole, and with testimony by Apple's chief 
negotiator that Apple's license from Microsoft gave 
Apple the right to incorporate into the Macintosh 
interface any "new visual feature" developed by Mi-

osoft for Windows. cr
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 Apple's further contention that the district court's 
interpretation of the Agreement must be wrong be-
cause it would be unreasonable to suppose that Apple 
knowingly gave away its most valuable technological 
asset ignores the fact that Apple itself received valu-
able consideration under the Agreement: the right to 
use and license any new displays created by Micro-
soft within five years, together with Microsoft's 
promises to delay release of an IBM-compatible ver-
sion of Excel and to release an improved version of 
Microsoft Word for the Macintosh.   Under these 
circumstances, the district court properly concluded 
that the Agreement is not reasonably susceptible to 

pple's interpretation. [FN9]A  
 

FN9. For the same reasons, the district court 
did not abuse its discretion in denying Ap-
ple's motion for leave to amend to add 
claims for breach of contract, rescission and 
unfair competition.   See Allen v. City of 
Beverly Hills, 911 F.2d 367, 373 (9th 
Cir.1990).   The proposed amendment would 
have been futile because the claims that Ap-
ple sought to add are based on its allegation 
that during the negotiation of the 1985 
Agreement, Microsoft promised it would not 
make future versions of Windows any more 
similar in appearance to the Macintosh. 

 

icrosoft and HP essentially dis-
oses of this issue. 

     II 
 Apple also appeals denial of its own motion for par-
tial summary judgment that the works, viewed over-
all as they are viewed by users, are unlicensed deriva-
tive works substantially similar to Apple's works.   
Our resolution of its argument for reversal of judg-
ments in favor of M
p
 
 [2][3] Apple raises one additional point, however, 
which we address here because Apple treats it as 
connected to its motion.   The argument is that even 
if the 1985 Agreement does confer a partial license to 
use visual displays, Microsoft and HP exceeded its 
scope and therefore infringed Apple's copyrights.   
See, e.g., S.O.S., Inc. v. Payday, Inc., 886 F.2d 1081, 
1087 (9th Cir.1989) ("A licensee infringes the 
owner's copyright if its use exceeds the scope of its 
license.").   The cases on which Apple relies, how-
ever, merely establish that the breach of a prohibition 
in the license agreement can lead to a finding of in-
fringement.   See, e.g., id. at 1088-89 (license granted 

only right to use copyrighted computer program; li-
censee exceeded scope of license by preparing modi-
fied version of program without licensor's permis-
sion); Frank Music Corp. v. Metro-Goldwyn-Mayer, 
Inc., 772 F.2d 505, 511-12 (9th Cir.1985) (license 
explicitly excluded performance of songs in manner 
performed by licensee).   Where, as here, the accused 
works include both licensed and unlicensed features, 
infringement will depend on whether the unlicensed 
features are entitled to protection.   Cf. Data East 
USA, Inc. v. Epyx, Inc., 862 F.2d 204, 208 (9th 
Cir.1988) (substantial similarity of unprotected ex-
pression does not support finding of infringement).   
Finally, contrary to Apple's suggestion, by conclud-
ing that the 1985 Agreement provides a partial de-
fense, the district court did not preclude Apple from 
prevailing on its infringement claims;  the court 
merely required Apple to prove that Microsoft and 
HP copied unlicensed, protected expression.   See 
*1442S.O.S., 886 F.2d at 1089 & n. 11 (remanding 
for district court to determine whether licensee's un-
authorized uses infringed licensor's copyright).   We 

e no error in the court's ruling. 
 
se

III 
 [4] Apple makes a number of related arguments 
challenging the district court's copyright analysis.   It 
contends that the district court deprived its works of 
meaningful protection by dissecting them into indi-
vidual elements and viewing each element in isola-
tion.   Because the Macintosh GUI is a dynamic 
audiovisual work, Apple argues that the "total con-
cept and feel" of its works-- that is, the selection and 
arrangement of related images and their animation-- 
must be compared with that of the Windows and 
NewWave GUIs for substantial similarity.   Apple 
further asserts that in this case, the court had no occa-
sion to dissect its works into discrete elements be-
cause Microsoft and HP virtually mimicked the com-
position, organization, arrangement and dynamics of 
the Macintosh interface, as shown by striking simi-
larities in the animation of overlapping windows and 
the design, layout and animation of icons.   Apple 
also argues that even if dissection were appropriate, 
the district court should not have eliminated from 
jury consideration those elements that are either li-
censed or unprotected by copyright.   Though stated 
somewhat differently, all of these contentions boil 
down to the same thing:  Apple wants an overall 
comparison of its works to the accused works for 
substantial similarity rather than virtual identity. 
[FN10] 
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FN10. Apple also argues that the court erred 
by ruling that its audiovisual works are func-
tional rather than aesthetic; that creative 
works are not copyrightable when they serve 
a functional purpose; and that Apple's works 
are "useful articles" or "compilations" under 
17 U.S.C. § 101.   We do not address these 
arguments specifically, because we do not 
read the district court's opinions as so hold-
ing.   Rather, in the process of considering 
the scope of Apple's copyright the court took 
into account the functional aspects of 
graphical user interfaces and the analogous 
range of protection available for compila-
tions.   As we shall explain, this was not im-
proper. 

 
 The fact that Apple licensed the right to copy almost 
all of its visual displays fundamentally affects the 
outcome of its infringement claims. Authorized copy-
ing accounts for more than 90% of the allegedly in-
fringing features in Windows 2.03 and 3.0, and two-
thirds of the features in NewWave. More than that, 
the 1985 Agreement and negotiations leading up to 
Microsoft's license left Apple no right to complain 
that selection and arrangement of licensed elements 
make the interface as a whole look more "Mac-like" 
than Windows 1.0. 
 
 Thus, we do not start at ground zero in resolving 
Apple's claims of infringement.   Rather, considering 
the license and the limited number of ways that the 
basic ideas of the Apple GUI can be expressed differ-
ently, we conclude that only "thin" protection, against 
virtually identical copying, is appropriate.   Apple's 
appeal, which depends on comparing its interface as a 
whole for substantial similarity, must therefore fail. 
 
 [5] To prevail, Apple must show ownership of a 
valid copyright in the Macintosh GUI and that Mi-
crosoft and HP copied unlicensed, protected elements 
of its copyrighted audiovisual works. Brown Bag 
Software v. Symantec Corp., 960 F.2d 1465, 1472 
(9th Cir.), cert. denied, 506 U.S. 869, 113 S.Ct. 198, 
121 L.Ed.2d 141 (1992).   Copying may be shown by 
circumstantial evidence of access and substantial 
similarity of both the general ideas and expression 
between the copyrighted work and the allegedly in-
fringing work.   Id. 
 

 [6] We have traditionally determined whether copy-
ing sufficient to constitute infringement has taken 
place under a two-part test having "extrinsic" and 
"intrinsic" components.   As originally adopted in Sid 
& Marty Krofft Television Productions, Inc. v. 
McDonald's Corp., 562 F.2d 1157, 1164 (9th 
Cir.1977), the extrinsic prong was a test for similarity 
of ideas based on external criteria;  analytic dissec-
tion and expert testimony could be used, if helpful.   
The intrinsic prong was a test for similarity of ex-
pression from the standpoint of the ordinary reason-
able observer, with no expert assistance.   Id. As it 
has evolved, however, the extrinsic test now objec-
tively considers whether there are substantial simi-
larities in both ideas and expression, whereas the in-
trinsic test continues to measure expression subjec-
tively. Brown Bag, 960 F.2d at 1475; *1443Shaw v. 
Lindheim, 919 F.2d 1353, 1357 (9th Cir.1990).   Be-
cause only those elements of a work that are protect-
able and used without the author's permission can be 
compared when it comes to the ultimate question of 
illicit copying, we use analytic dissection to deter-
mine the scope of copyright protection before works 
are considered "as a whole."   See, e.g., Brown Bag, 
960 F.2d at 1475-76 (explaining that purpose of ana-
lytic dissection is to define scope of copyright protec-
tion); Pasillas v. McDonald's Corp., 927 F.2d 440, 
443 (9th Cir.1991) (copyright holder cannot rely on 
standard elements to show substantial similarity of 
expression); Harper House, Inc. v. Thomas Nelson, 
Inc., 889 F.2d 197, 207-08 (9th Cir.1989) (trier of 
fact cannot base infringement decision on unprotect-
able aspects of plaintiff's work). 
 
 Although this litigation has raised difficult and inter-
esting issues about the scope of copyright protection 
for a graphical user interface, resolving this appeal is 
a matter of applying well-settled principles.   In this, 
as in other cases, the steps we find helpful to follow 
are these: 
 
 (1) The plaintiff must identify the source(s) of the 
alleged similarity between his work and the defen-
dant's work. 
 
 (2) Using analytic dissection, and, if necessary, ex-
pert testimony, the court must determine whether any 
of the allegedly similar features are protected by 
copyright.   Where, as in this case, a license agree-
ment is involved, the court must also determine 
which features the defendant was authorized to 
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copy.   Once the scope of the license is determined, 
unprotectable ideas must be separated from poten-
tially protectable expression;  to that expression, the 
court must then apply the relevant limiting doctrines 
in the context of the particular medium involved, 
through the eyes of the ordinary consumer of that 
product. 
 
 (3) Having dissected the alleged similarities and 
considered the range of possible expression, the court 
must define the scope of the plaintiff's copyright--that 
is, decide whether the work is entitled to "broad" or 
"thin" protection.   Depending on the degree of pro-
tection, the court must set the appropriate standard 
for a subjective comparison of the works to deter-
mine whether, as a whole, they are sufficiently simi-
lar to support a finding of illicit copying. 
 

A 
 [7] Like the plaintiff in Brown Bag, in this case, Ap-
ple identified the sources of alleged similarity by 
submitting a list of particular features in its works 
which are similar to features found in Windows 2.03, 
3.0 and NewWave.   Apple's suggestion that its arm 
was twisted to provide this list of similarities and that 
it was somehow inappropriate for the district court to 
ask for a list and to rely on it, instead of considering 
the works as a whole, is misplaced.   The court had 
the benefit of numerous videotapes and demonstra-
tions of the GUIs "as a whole."   The district court 
was nevertheless obliged to identify similarities, de-
termine their source, and decide which elements are 
protectable.   It was thus well within the court's case 
management discretion to ask for a list from Apple. 
 

B 
 It is not easy to distinguish expression from ideas, 
particularly in a new medium.   However, it must be 
done, as the district court did in this case. Baker v. 
Selden, 101 U.S. 99, 25 L.Ed. 841 (1879). [FN11] As 
we recognized long ago in the case of competing 
jeweled bee pins, similarities derived from the use of 
common ideas cannot be protected; otherwise, the 
first to come up with an idea will corner the market. 
Herbert Rosenthal Jewelry Corp. v. Kalpakian, 446 
F.2d 738, 742 (9th Cir.1971).   Apple cannot get pat-
ent-like protection for the idea of a graphical user 
interface, or the idea of a desktop metaphor which 
concededly came from Xerox.   It can, and did, put 
those ideas together creatively with animation, over-
lapping windows, and well-designed icons;  but it 

licensed the visual displays which resulted. 
 

FN11. 17 U.S.C. § 102(b) codifies this prin-
ciple, denying copyright protection "to any 
idea, procedure, process, system, method of 
operation, concept, principle, or discovery." 

 
 [8] The district court found that there are five other 
basic ideas embodied in the desktop metaphor: use of 
windows to display multiple images on the computer 
screen and *1444 to facilitate user interaction with 
the information contained in the windows; iconic 
representation of familiar objects from the office en-
vironment; manipulation of icons to convey instruc-
tions and to control operation of the computer; use of 
menus to store information or computer functions in 
a place that is convenient to reach, but saves screen 
space for other images; and opening and closing of 
objects as a means of retrieving, transferring and stor-
ing information. Apple V, 799 F.Supp. at 1026.   No 
copyright protection inheres in these ideas.   There-
fore, substantial similarity of expression in unli-
censed elements cannot be based on the fact that the 
Lisa, the Finder, Windows 2.03, 3.0 and NewWave 
all have windows, icons representing familiar objects 
from the office environment that describe functions 
being performed and that can be moved around the 
screen to tell the computer what to do, menus which 
give easy access to information or functions without 
using space on the screen, or objects that open and 
close. 
 
 [9] Well-recognized precepts guide the process of 
analytic dissection. First, when an idea and its ex-
pression are indistinguishable, or "merged," the ex-
pression will only be protected against nearly identi-
cal copying. Krofft, 562 F.2d at 1167-68; Kalpakian, 
446 F.2d at 742.   For example, in this case, the idea 
of an icon in a desktop metaphor representing a 
document stored in a computer program can only be 
expressed in so many ways.   An iconic image shaped 
like a page is an obvious choice. 
 
 [10] The doctrine of scenes a faire is closely re-
lated.   As we explained in Frybarger v. International 
Business Machines Corp., 812 F.2d 525 (9th 
Cir.1987), when similar features in a videogame are " 
'as a practical matter indispensable, or at least stan-
dard, in the treatment of a given [idea],' " they are 
treated like ideas and are therefore not protected by 
copyright. Id. at 530 (quoting Atari, Inc. v. North Am. 
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Philips Consumer Elecs. Corp., 672 F.2d 607, 616 
(7th Cir.), cert. denied, 459 U.S. 880, 103 S.Ct. 176, 
74 L.Ed.2d 145 (1982)).   Furthermore, as Frybarger 
holds, "the mere indispensable expression of these 
ideas, based on the technical requirements of the 
videogame medium, may be protected only against 
virtually identical copying." Id.; see also Data East, 
862 F.2d at 209 (visual displays of karate match con-
ducted by two combatants, one of whom wears red 
shorts and the other white as in the sport, and who 
use the same moves, are supervised by a referee and 
are scored alike as in the sport, are inherent in the 
sport of karate itself and as such are unprotectable).   
In this case, for example, use of overlapping win-
dows inheres in the idea of windows.   A programmer 
has only two options for displaying more than one 
window at a time:  either a tiled system, or an over-
lapping system.   As demonstrated by Microsoft's 
scenes a faire video, overlapping windows have been 
the clear preference in graphic interfaces.   Accord-
ingly, protectable substantial similarity cannot be 
based on the mere use of overlapping windows, al-
though, of course, Apple's particular expression may 
be protected. 
 
 [11] Apple suggests that scenes a faire should not 
limit the scope of its audiovisual copyright, or at least 
that the interactive character of GUIs and their func-
tional purpose should not outweigh their artistry.   
While user participation may not negate copy-
rightability of an audiovisual work, see, e.g., Midway 
Mfg. Co. v. Artic Int'l, Inc., 704 F.2d 1009, 1011-12 
(7th Cir.), cert. denied, 464 U.S. 823, 104 S.Ct. 90, 
78 L.Ed.2d 98 (1983); Stern Elecs., Inc. v. Kaufman, 
669 F.2d 852, 856 (2d Cir.1982), the district court did 
not deny protection to any aspect of Apple's works on 
this basis. In any event, unlike purely artistic works 
such as novels and plays, graphical user interfaces 
generated by computer programs are partly artistic 
and partly functional.   They are a tool to facilitate 
communication between the user and the com-
puter;  GUIs do graphically what a character-based 
interface, which requires a user to type in alphanu-
meric commands, does manually.   Thus, the delete 
function is engaged by moving an icon on top of a 
trash can instead of hitting a "delete" key.   In Apple's 
GUI, the ability to move icons to any part of the 
screen exemplifies an essentially functional process, 
indispensable to the idea of manipulating icons by a 
mouse. 
 

 To the extent that GUIs are artistic, there is no dis-
pute that creativity in user interfaces is constrained 
by the power and speed of the *1445 computer.   See 
Manufacturers Technologies, Inc. v. Cams, Inc., 706 
F.Supp. 984, 994-95 (D.Conn.1989) (denying protec-
tion to formatting style of plaintiff's screen displays 
because of constraints on viable options available to 
programmers).   For example, hardware constraints 
limit the number of ways to depict visually the 
movement of a window on the screen;  because many 
computers do not have enough power to show the 
entire contents of the window as it is being moved, 
the illusion of movement must be shown by using the 
outline of a window or some similar feature.   Design 
alternatives are further limited by the GUI's purpose 
of making interaction between the user and the com-
puter more "user-friendly."   These, and similar envi-
ronmental and ergonomic factors which limit the 
range of possible expression in GUIs, properly in-
form the scope of copyright protection. 
 
 [12] Originality is another doctrine which limits the 
scope of protection. As the Supreme Court recently 
made clear, protection extends only to those compo-
nents of a work that are original to the author, al-
though original selection and arrangement of other-
wise uncopyrightable components may be protect-
able. Feist Publications, Inc. v. Rural Tel. Serv. Co., 
499 U.S. 340, 348-51, 111 S.Ct. 1282, 1289-91, 113 
L.Ed.2d 358 (1991).   Apple's argument that compo-
nents should not be tested for originality because its 
interface as a whole meets the test, see Roth Greeting 
Cards v. United Card Co., 429 F.2d 1106, 1109 (9th 
Cir.1970) ("[T]he originality necessary to support a 
copyright merely calls for independent creation, not 
novelty."), is therefore misplaced.  Beyond that, Ap-
ple admits that it borrowed heavily from the iconic 
treatments in the Xerox Star and an IBM Picture-
world research report but disputes several of the dis-
trict court's individual determinations.   For instance, 
Apple claims that its file folder and page icon designs 
are original.   Even if they are, these particular icons 
add so little to the mix of protectable material that the 
outcome could not reasonably be affected. 
 
 In sum, the district court's analytic dissection was 
appropriately conducted under the extrinsic portion 
of our test for whether sufficient copying to consti-
tute infringement has taken place.   We are not per-
suaded to the contrary by Apple's arguments that the 
district court shouldn't have dissected at all, or dis-
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sected too much;  that it "filtered out" unprotectable 
and licensed elements instead of viewing the Macin-
tosh interface as a whole; and that it should have rec-
ognized protectability of arrangements and the "total 
concept and feel" of the works under a substantial 
similarity standard. 
 
 [13] First, graphical user interface audiovisual works 
are subject to the same process of analytical dissec-
tion as are other works.   We have dissected video-
games, which are audiovisual works and therefore 
closely analogous, see, e.g., Data East, 862 F.2d at 
208-09 (performing analytic dissection of similarities 
to determine whether similarities resulted from un-
protectable expression); Frybarger, 812 F.2d at 529-
30 (district court correctly concluded that similar 
features in videogames were unprotectable ideas and 
that no reasonable jury could find expressive ele-
ments substantially similar), and we have dissected 
nonliteral elements of computer programs, which are 
somewhat analogous, see, e.g., Brown Bag, 960 F.2d 
at 1475-77 (rejecting argument similar to Apple's 
about propriety of analytic dissection of computer 
program components such as screens, menus and 
keystrokes); Johnson Controls, Inc. v. Phoenix Con-
trol Sys., Inc., 886 F.2d 1173, 1176 (9th Cir.1989) 
(noting special master's detailed analysis of similari-
ties).   Other courts perform the same analysis, al-
though articulated differently.   See, e.g., Computer 
Assocs. Int'l, Inc. v. Altai, Inc., 982 F.2d 693, 706-11 
(2d Cir.1992) (adopting "abstraction-filtration-
comparison" test for analyzing nonliteral structure of 
computer program, relying in part on our own ap-
proach); Gates Rubber Co. v. Bando Chem. Indus., 9 
F.3d 823, 834, 841 (10th Cir.1993) (adopting Altai 
test, but suggesting that comparison of works as a 
whole may be appropriate as preliminary step before 
filtering out unprotected elements); Engineering Dy-
namics, Inc. v. Structural Software, Inc., 26 F.3d 
1335, 1342-43 (5th Cir.1994) (adopting Gates Rub-
ber/Altai test to analyze scope of copyright protection 
for user interface, input formats and output reports); 
Lotus Dev. Corp. v. Borland Int'l, Inc., 788 F.Supp. 
78, 90, 93 (D.Mass.1992) (describing similar three-
part *1446 test); cf. Whelan Assocs. v. Jaslow Dental 
Lab., Inc., 797 F.2d 1222, 1236 (3d Cir.1986) (defin-
ing idea of utilitarian work as its purpose or function, 
and everything not necessary to that purpose as ex-
pression), cert. denied, 479 U.S. 1031, 107 S.Ct. 877, 
93 L.Ed.2d 831 (1987). 
 

 Nor did the district court's dissection run afoul of the 
enjoinder in such cases as Johnson Controls, 886 
F.2d at 1176, Krofft, 562 F.2d at 1167, and Roth, 429 
F.2d at 1110, to consider the "total concept and feel" 
of a work.   Here, the court did not inappropriately 
dissect dissimilarities, and so did nothing to distract 
from subjectively comparing the works as a whole. 
See Aliotti v. R. Dakin & Co., 831 F.2d 898, 901 (9th 
Cir.1987) (indicating that as the concern of Krofft ). 
 
 [14][15] As we made clear in Aliotti, the party claim-
ing infringement may place "no reliance upon any 
similarity in expression resulting from" unprotectable 
elements. Id. (emphasis added) (similarities between 
competing stuffed dinosaur toys on account of pos-
ture and body design, and being cuddly, stem from 
the physiognomy of dinosaurs or from the nature of 
stuffed animals and are thus unprotectable).   Other-
wise, there would be no point to the extrinsic test, or 
to distinguishing ideas from expression.   In this case, 
it would also effectively rescind the 1985 Agree-
ment.   This does not mean that at the end of the day, 
when the works are considered under the intrinsic 
test, they should not be compared as a whole.   See 
McCulloch v. Albert E. Price, Inc., 823 F.2d 316, 321 
(9th Cir.1987) (contrasting artistic work at issue, 
where decorative plates were substantially similar in 
more than the one unprotectable element (text), with 
factual works which have many unprotectable ele-
ments and very little protectable expression).   Nor 
does it mean that infringement cannot be based on 
original selection and arrangement of unprotected 
elements.   However, the unprotectable elements have 
to be identified, or filtered, before the works can be 
considered as a whole.   See Harper House, 889 F.2d 
at 207-08 (reversing because "total impact and effect" 
test of jury instruction did not distinguish between 
protectable and unprotectable material, thereby im-
properly making it possible for jury to find copying 
based on unprotected material instead of selection 
and arrangement); see also Pasillas, 927 F.2d at 443 
(copyright holder could not rely on unprotectable 
elements to show substantial similarity of expres-
sion); Frybarger, 812 F.2d at 529 (to extent that simi-
larities between works were confined to ideas and 
general concepts, they were noninfringing). 
 

C 
 The district court's conclusion that the works as a 
whole are entitled only to limited protection and 
should be compared for virtual identity follows from 
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its analytic dissection.   By virtue of the licensing 
agreement, Microsoft and HP were entitled to use the 
vast majority of features that Apple claims were cop-
ied.   Of those that remain, the district court found no 
unauthorized, protectable similarities of expression in 
Windows 2.03 and 3.0, and only a handful in New-
Wave.   Thus, any claim of infringement that Apple 
may have against Microsoft must rest on the copying 
of Apple's unique selection and arrangement of all of 
these features.   Under Harper House and Frybarger, 
there can be no infringement unless the works are 
virtually identical. 
 
 Apple, however, contends that its audiovisual work 
with animation and icon design cannot be analogized 
to factual works such as game strategy books, see 
Landsberg v. Scrabble Crossword Game Players, 
Inc., 736 F.2d 485, 488 (9th Cir.) ("[S]imilarity of 
expression may have to amount to verbatim repro-
duction or very close paraphrasing before a factual 
work will be deemed infringed."), cert. denied, 469 
U.S. 1037, 105 S.Ct. 513, 83 L.Ed.2d 403 (1984), 
accounting systems, see Selden, 101 U.S. at 104, 25 
L.Ed. 841 (copyright in book describing new ac-
counting system not infringed when defendant copied 
ledger sheets used in system), or organizers, see 
Harper House, 889 F.2d at 205 (as compilations con-
sisting largely of uncopyrightable elements, plaintiff's 
organizers entitled only to protection against "bodily 
appropriation of expression"), which are afforded 
only "thin" protection because the range of possible 
expression is narrow.   See Feist, 499 U.S. at 349, 
111 S.Ct. at 1289-90.   Rather, it submits that the 
broader protection accorded artistic works is more 
appropriate.   *1447 See, e.g., McCulloch, 823 F.2d 
at 321 (artistic work like a decorative plate receives 
broader protection because of endless variations of 
expression available to artist). 
 
 Which end of the continuum a particular work falls 
on is a call that must be made case by case.   We are 
satisfied that this case is closer to Frybarger than to 
McCulloch.   See also Atari Games Corp. v. Oman, 
979 F.2d 242, 245 (D.C.Cir.1992) (analogizing 
audiovisual work like a videogame to compilation of 
facts).   Accordingly, since Apple did not contest 
summary judgment under the virtual identity standard 
on the merits, judgment was properly entered. 
 
 Apple also argues that the district court improperly 
confined the rule in Shaw, 919 F.2d at 1361, that if a 

work passes the extrinsic test it should go to the jury, 
to literary works.   See Kouf v. Walt Disney Pictures 
& Television, 16 F.3d 1042, 1045-46 (9th Cir.1994) 
(applying Shaw's rule to motion picture screenplay 
and holding that plaintiff failed to satisfy extrinsic 
test); Brown Bag, 960 F.2d at 1476 (declining to limit 
Shaw as a matter of law to literary works because at 
least some computer programs are similar to literary 
works).   But see Pasillas, 927 F.2d at 442-43 (limit-
ing Shaw to literary works and affirming summary 
judgment on competing "Man in the Moon" masks 
for lack of substantial similarity of protectable ex-
pression).  We don't have to resolve whether audio-
visual works such as GUIs are more similar to Man 
in the Moon masks than to scripts, however.   Apple 
could have gone to the jury under a virtual identity 
standard, but elected not to. 
 
 [16] We therefore hold that the district court prop-
erly identified the sources of similarity in Windows 
and NewWave, determined which were licensed, 
distinguished ideas from expression, and decided the 
scope of Apple's copyright by dissecting the unau-
thorized expression and filtering out unprotectable 
elements.   Having correctly found that almost all the 
similarities spring either from the license or from 
basic ideas and their obvious expression, it correctly 
concluded that illicit copying could occur only if the 
works as a whole are virtually identical. 
 

IV 
 [17] Apple contends that the district court erred in 
dismissing the Macintosh Finder as a work in suit.   
Based on 17 U.S.C. § 103(b), which provides that 
"[t]he copyright in a ... derivative work extends only 
to the material contributed by the author of such 
work, as distinguished from the preexisting material 
employed in the work," the court concluded that Ap-
ple could not proceed on the Finder because the 
Finder is a derivative work of the original Lisa Desk-
top and all of the unlicensed similarities are covered 
by the underlying Lisa copyrights. 
 
 We agree with Apple that the district court's reading 
of § 103(b) is too restrictive.   Although it relied on 
Silverman v. CBS Inc., 870 F.2d 40 (2d Cir.), cert. 
denied, 492 U.S. 907, 109 S.Ct. 3219, 106 L.Ed.2d 
569 (1989), we believe that case is distinguishable.   
In Silverman, the underlying works had fallen into 
the public domain; the court held that the defendant 
could be liable for infringement only if he copied 
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some original expression that was added by the de-
rivative works. Id. at 49-50; see also Shaw v. Lind-
heim, 809 F.Supp. 1393, 1402 (C.D.Cal.1992) (where 
underlying work was unregistered, owner of deriva-
tive work could not recover for copying of expression 
contained in original). 
 
 In this case, however, Apple is the author and copy-
right owner of the Lisa Desktop and the Macintosh 
Finder, both of which are still protected. Apple ar-
gues that under these circumstances, § 103(b) does 
not prevent it from claiming infringement of the 
Finder, even for copied material that was incorpo-
rated from the Lisa.   See, e.g., E.F. Johnson Co. v. 
Uniden Corp. of Am., 623 F.Supp. 1485, 1488, 1492 
(D.Minn.1985); Rand McNally & Co. v. Fleet Man-
agement Sys., Inc., 591 F.Supp. 726, 733 n. 6 
(N.D.Ill.1983). 
 
 [18] Because Apple owns the copyrights in both 
works, it is similarly situated to an exclusive licen-
see.   If the copyright owner of a derivative work is 
the exclusive licensee of certain rights in the underly-
ing work, he is treated as the copyright owner of the 
underlying work for the purpose of exercising those 
rights.   1 Melville B. Nimmer & David Nimmer, 
Nimmer on Copyright § 3.05, at 3-*1448 32.2 
(1993).   He can therefore sue for copying of material 
that appears in both the derivative work and the un-
derlying work.   Id.; see Gamma Audio & Video, Inc., 
v. Ean-Chea, 11 F.3d 1106, 1111-12 (1st Cir.1993) 
(allowing exclusive licensee to base infringement suit 
on derivative works;  because derivative works were 
unregistered, licensee could recover statutory dam-
ages only if defendant's unauthorized rental of deriva-
tive works also infringed licensee's rights in underly-
ing works).   Like an exclusive licensee, Apple owns 
the rights in the underlying work on which the Finder 
is based.   It therefore may base its claims on both the 
Finder and the Lisa. 
 
 [19] Nevertheless, we need not reverse.   Apple con-
tends that it was deprived of the opportunity fairly to 
present its case because the Finder is what everyone 
is familiar with and almost none of the available evi-
dence relates to the Lisa.   It concedes, however, that 
throughout the summary judgment proceedings the 
district court allowed it to present its case using the 
Finder.   Thus, dismissal of the Finder could only 
have an effect if the case were to go to trial.   By vir-
tue of Apple's non-opposition to judgment on the 

works as a whole, we take it that the Lisa is not virtu-
ally identical to Windows 2.03, 3.0 or NewWave.   
As the district court found no material difference 
between the Lisa and the Finder, there can be no vir-
tual identity as between the accused works and the 
Finder, either. 
 

V 
 [20] Both Microsoft and HP challenge the denial of 
their requests for attorney's fees under 17 U.S.C. § 
505. [FN12] At the time of the district court's deci-
sion, controlling Ninth Circuit authority held that 
attorney's fees were not available to a prevailing de-
fendant under § 505 unless the plaintiff's action was 
frivolous or in bad faith. Cooling Sys. & Flexibles, 
Inc. v. Stuart Radiator, Inc., 777 F.2d 485, 493 (9th 
Cir.1985). Since that time, however, the Supreme 
Court has overruled Cooling Systems, holding that 
"[p]revailing plaintiffs and prevailing defendants are 
to be treated alike, but attorney's fees are to be 
awarded to prevailing parties only as a matter of the 
court's discretion." Fogerty v. Fantasy, Inc., 510 U.S. 
517, ----, 114 S.Ct. 1023, 1033, 127 L.Ed.2d 455 
(1994).   Because the district court now has greater 
discretion to award attorney's fees to prevailing de-
fendants, we remand Microsoft's and HP's requests 
for reconsideration in light of the standard announced 
in Fogerty.   See Jackson v. Axton, 25 F.3d 884, 890 
(9th Cir.1994) (remanding attorney's fees issue to 
district court in light of Fogerty ). 
 

FN12. Microsoft also argues that it is enti-
tled to attorney's fees because Apple 
breached the 1985 Agreement by suing it for 
copyright infringement. See Effects Assocs. 
v. Cohen, 908 F.2d 555, 559 (9th Cir.1990) 
(in granting nonexclusive license, copyright 
holder gives up right to sue licensee for in-
fringement), cert. denied, 498 U.S. 1103, 
111 S.Ct. 1003, 112 L.Ed.2d 1086 (1991).   
The district court properly denied Micro-
soft's motion based on its earlier ruling dis-
missing Microsoft's counterclaim for breach 
of contract.   As the district court noted, the 
plain language of the release indicates that 
Apple agreed not to sue Microsoft only with 
respect to any rights Apple might assert in 
Windows 1.0.   Nothing in the Agreement 
suggests that Apple waived its right to sue 
Microsoft based on a claim to proprietary 
material in any other Microsoft programs.   
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Because Apple did not breach the Agree-
ment, Microsoft cannot be awarded attor-
ney's fees on this basis. 

 
 Apple argues that despite this change in the law, 
remand is unnecessary because the district court also 
made findings that require the denial of attorney's 
fees under the criteria set forth in Lieb v. Topstone 
Industries, 788 F.2d 151, 156 (3d Cir.1986). [FN13] 
  The record does not support this contention.   The 
district court clearly indicated that it might be in-
clined to award attorney's fees if a finding of bad 
faith or frivolousness were no longer required, and it 
invited HP and Microsoft to renew their motions 
should the law in this circuit change.   Remand is 
therefore appropriate. 
 

FN13. In Fogerty, the Supreme Court cited 
the Lieb factors with approval. 510 U.S. at --
--, 114 S.Ct. at 1033 n. 19.   This court has 
already relied on the Lieb criteria in setting 
guidelines for the award of attorney's fees to 
prevailing plaintiffs. McCulloch, 823 F.2d at 
323. 

 
 AFFIRMED IN PART; REVERSED AND RE-
MANDED IN PART. 
 
 35 F.3d 1435, 63 USLW 2259, 1994 Copr.L.Dec. P 
27,301, 32 U.S.P.Q.2d 1086 
 
END OF DOCUMENT 
 

http://www.westlaw.com/Find/Default.wl?rs=WEBL1.0&vr=2.0&DB=350&FindType=Y&ReferencePositionType=S&SerialNum=1986119339&ReferencePosition=156
http://www.westlaw.com/Find/Default.wl?rs=WEBL1.0&vr=2.0&DB=350&FindType=Y&ReferencePositionType=S&SerialNum=1986119339&ReferencePosition=156
http://www.westlaw.com/Find/Default.wl?rs=WEBL1.0&vr=2.0&DB=350&FindType=Y&ReferencePositionType=S&SerialNum=1986119339&ReferencePosition=156
http://www.westlaw.com/Find/Default.wl?rs=WEBL1.0&vr=2.0&DB=708&FindType=Y&ReferencePositionType=S&SerialNum=1994054910&ReferencePosition=1033
http://www.westlaw.com/Find/Default.wl?rs=WEBL1.0&vr=2.0&DB=708&FindType=Y&ReferencePositionType=S&SerialNum=1994054910&ReferencePosition=1033
http://www.westlaw.com/Find/Default.wl?rs=WEBL1.0&vr=2.0&DB=350&FindType=Y&ReferencePositionType=S&SerialNum=1987093224&ReferencePosition=323
http://www.westlaw.com/Find/Default.wl?rs=WEBL1.0&vr=2.0&DB=350&FindType=Y&ReferencePositionType=S&SerialNum=1987093224&ReferencePosition=323
http://www.westlaw.com/Find/Default.wl?rs=WEBL1.0&vr=2.0&DB=350&FindType=Y&ReferencePositionType=S&SerialNum=1987093224&ReferencePosition=323

	All EXHIBITS.pdf
	Full Exhibit I.pdf
	ORCL00424485
	ORCL00424486
	ORCL00424487
	ORCL00424488
	ORCL00424489
	ORCL00424490
	ORCL00424491
	ORCL00424492
	ORCL00424493
	ORCL00424494
	ORCL00424495
	ORCL00424496.pdf
	ORCL00424496
	ORCL00424497
	ORCL00424498
	ORCL00424499
	ORCL00424500
	ORCL00424501
	ORCL00424502
	ORCL00424503
	ORCL00424504
	ORCL00424505






