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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

NTE, LLC,
Plaintiff,

V. No. 14 C 9558
Judge James B. Zagel
KENNY CONSTRUCTION COMPANY, an
lllinois corporation; NALCOR ENERGY, a
Canadian corporation; AMEREN
CORPORATION, a Missouri corporation;
ELECTRICTRANSMISSION TEXAS LLC,
a Delaware limited liability company;
ARIZONA PUBLIC SERVICE COMPANY,
an Arizona corporation; and DOE SAAS
COMPANY,

Defendang.

MEMORANDUM OPINION AND ORDER

Plaintiff NTE, LLC (“NTE”) filed this copyright infringemensuit againsseveral ofts former
clients, includingDefendantand movant Kenny Construction Company (“Kenny”)lmtember 1,
2014.Kennyhas moved for summary judgment on the seven caditite First Amended Complaimt
which Kenny is involved, namely: Count | (direct copyright infringement), Cduobhtributory
copyright infringement), Count IV(breach of contragiroprietary data), Count V (misappropriation),
Count VI (breach of contract—payment), Count VII (unjust enrichment), and Cour(vMlgtion of
the Computer Fraud and Abuse Act (18 U.@030). For the following reason&ennys motion is
granted in part and denied in part.

LEGAL STANDARD
Summaryjudgmentobviates the need for a trial where thereagyenuine issue as to any

material fact and the moving party is entitled to judgment as a matter dféawR. Civ. P. 56(ap
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genuine issue of material fact exists if “the evidence is such that a reasonabtaijdrgeturn a verdict
for the nonmoving party.Anderson v. Liberty Lobby, Ind77 U.S. 242, 248, 106 S.Ct. 2505, 91
L.Ed.2d 202 (1986). To determine whether any genuine fact issue exists, the courspasstresproof
as presented in the record, including depositions, answers to interrogatorissj@wsnand affidavits,
to view the facts in the light most favorable to the non-moving party and draw all relesiofierences
in that party’s favor. Fed. R. Civ. P. 56(8gott v. Harris550 U.S. 372, 378 (2007). The court may not
weigh conflicting evidence or make dibility determinationsOmnicare, Inc. v. UnitedHealth Grp.,
Inc.,629 F.3d 697, 704 (7th Cir. 2011). If a claim or defense is factually unsupported, the court should
dispose of it at theummaryudgmentstage Celotex Corp. v. Catretd77 U.S. 317, 323-24, 106 S.Ct.
2548, 91 L.Ed.2d 265 (1986)he party seekingummaryjudgment bears the initial burden of proving
there is no genuine issue of material fadtat 323, 106 S.Ct. 2548. In response, the non-moving party
cannot rest on bare pleadings but ndegtignate specific material facts showing there is a genuine issue
for trial. Id. at 324, 106 S.Ct. 2548)solia v. Philip Morris Inc.216 F.3d 596, 598 (7th Cir.2000).
BACKGROUND

|. The Parties Relationship

NTE is anlllinois-based software company that provides its clients with computer systems to
improve heir supply chain efficiencie&enny is an lllinois corporation and wholly-owned subsidiary of
Granite Construction, Inc. Kenmerforms logistical management foower transmission projects,
including managing the delivery of parts and equipment used in those projects.

In January 2011, Kenny contracted with NTE to devédgpstical management softwaiteat
would help Kennyracksuch information as the location and type of material used in their construction
projects. Kenny manually inputted three types of information into the NTE datédraeach utility

project: 1) a “material hierarchy,” 2) a “tower makeup,” and 3) the “purchase opigt for that
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material.lt is undisputed that this raw data belonged to Kenny. It also undisputed that thisaaw dat
alone did not indicate what materials actually existed at a particular job site.

Usingthe files input by Kenny\NTE’s softwarethenselected, arranged, and ongaed the
datausingproprietarybar code scannerfhese bar codes allowed N1d&trackthe materialsat Kenny’s
various job sitesind create tables and charts for Kenny’s Keany’'s Area Manager for the Logistics
Solution Team, William Perrich, refeddo thebar code identification systeas “the head of the fish . .
. that all the other information about a particular itarmventory is centered around,” acknowledging
the bar code system’s critical role in enabling Kenny to track its inventory.

NTE received a Certificate of Registration from the Copyright Office on Mdee 28, 2014.
The copyright encompasses proprietary data including NTE’s barcodeigsnt¥TE'’s selection and
arrangement of information, and the resulting Iltem Inventory Reports.

ll. The Copyright Dispute

Both parties agree that in July 2014, Kenny began developing its own tracking software
system(“the KCC Internal Systeth In a bidding process during this time, Kenny provided screen shots
and data from the NTE database to NTE competitors, at which point NTE tempoitantypted
Kenny's serviceThe parties’ statements of facts significantly diverge at this point. AcgptdiKenny,
on several occasions NTE's service suffered “serious lag times when @untingxporting data,” and
required three to four weeks for each new report or coding change. NTE also lockgdKeohits
system in April 2014, following a disputetween the parties (a fact on which both sides agfeany
explains that it was itdissatisfaction with NTE product that prompteldennyto recruitprogrammer
Pete Oswald(*Oswald”) to design th&CC Internal System. Kenny asserts tB@atvald was not
familiar with NTE'’s software, had no access to the NTE system, and réceguidance as to how to

design the new systeriloreover, Kenny says it implemented controls to prevent all personnel working



on the new system from accessing or obtaining infaomdtom NTE’s systemWhile Kenny had
access to NTE'Software Suite through a web browser that allowed users to view reports and other
NTE-generated informatiorswaldhimself“did not receive any screen shots, reports, source code,
direction in the types of software to use, direction in the type of databasm $gsiee, direction in the
type of hardware to use, process flow, work flows, or any guidance as to how to linkather da
configure the database queries.”

Rather, Kenny says @xplained tdOswald the structure and operations of its projects,
including an outline of the supply chain, materials production, and construction phases.hieenny t
providedOswald with a list of requirementsr its software systerfnot containing any software code,
samplecharts, or screen shots) and Oswald designed the new system to those spesifidatvald and
two other programmers then developleedesignfrom scratch, resulting in a system that Kenny
considers “significantly better and different than NTE’s Software Sufteriny contends this system is
entirely independent of and does not rely on NTE’s system, though Kenny did adnut thatdrical
data—that is, anytracking information that prdatestheimplementation of th&CC Internal System-
the new systemequired old data to be input from NTenerated reports.

In November 2014Kennytransitioned its clients from the NTE system to the new Kenny
software.Kenny asserts that it conducted a “blind inventory” to explartridinsition to two of its
clients Ameren and APSXenny claims that transiticgid not involve the use of any information from
the NTE system, but acknowledges that in November 2014, while still authorized toNICEESS
systemKennyprinted an item imentory report and uploaded factual information from the report into
the KCC Internal SysteniKenny’s counseg¢xplainedthat Kenny extracted “approximately 200,000
pieces of [individual] data” from the NTE system and hantered them into Kenny’s systebut

maintains that this only applied to data that belongs to Kenny, not the copyrighted tompila



belonging to NTEKenny’'sposition as described William Perrichis that the KCC Internal System
“is a completely new system that was designed withoutrgnyt or reliance on the NTE Software
Suite.”

NTE'’s storydiffers from Kennys on numerous key pointBirst, NTE deniesanyrecurring
performance issuesith its software, claiming that Kenmonly experiencd onebrief service
interruption, whichoccurred after NTE had discovered that Kenny gave what NTE believes to be
proprietary information to NTE’s competitorSecondNTE disputes Kenny’s claim that the KCC
Internal System is either better or materially different from NTE’s prodinitd, NTE disagrees with
Kenny’'scharacterization of the system transition dsliad inventory” processNTE points out that
Perrich himself testified that duririge transitionKenny etractedinformation and reports frotine
NTE system and input that informaticnto Ameren’s system.

Fourth, NTE disputes Kenny'’s representation that Kenny used only two columntuaf fac
information when it uploaded the NTE reports into the KCC system. NTE and Kenny femiddyn
disagree aboutow to characterize the naturetbé information that was taken from the NTE database
and disbursed to, at various points, NTE competitors and Kenny clients. Where Kenibeddhis
information as mereaw factual dataNTE considers it to be proprietasigta that wasulled,
programned,and analyzed by NTEoftware

Fifth, NTE claims that Kenny “encouraged and facilitated its customersirappy NTE’s
data by creating user manuals to help its clients import NTE data into their owasgat®TE cites
materials that Kenny providet client Nalcor in whichKennyexplained how to complete such tasks
as “Import new Item Inventory from NTE,” “Import Material Receiving@®rts from NTE,” and
“Import Fresh Copy of Inventory from NTEKennydenies any intent to export information atiditly

transfer it into a new system, claimitigat the user manuals merely contained instructions on how to use



information inthe NTEreportsand that Kenny paid NTE to generate and provide access to their reports
for exactly this purpose.

Finally, NTE alleges that Kenny took NTE’s barcodes and replaced them with different
barcodes, while Kenny insists it created its own barcodes and nsedracking system that was not
derived fromNTE’s systemThe record in this case is unclear and contradictatty regards to Kenny’s
mechanism for replacing NTE barcodes with Kenny barcadesgell as any distinction between the two
sets of barcodes
lll. The Contract Dispute

On January 8, 2014, several months prior to the service difficulties and developthent o
KCC Internal System\'TE and Kenny signed a second agreement to cover an initial term of six months
Kenny had the option to extend the agreement for an additional six momtt@ifmunicated its intent
to do so by May 1, 2014. The parties dispute whether or not this option was exercised and produced
numerous conflicting documents in support of both propositdosording to Kenny, after the initial
agreement expired on July 8, 2014, the relationship between the two companies wasdctinaerte
month-to-month contract. Kenny continued to pay monthly invoices for July, August, September,
October, and November 2014. In December 2014, Kenny did not pay its monthly invoice, which it
considers a termination of the monitimonth contract. NTE-believing hey were operating under the
extension option of the original contract—considers Kenny'’s failure to pay tteniber 2014 invoice
to be a breach of contract.

In support of its contention that there was no extension to the contract, Kenny produced
several emails from NTE representative Robert Ro¢tRecque”). In one dated May 6, 2014, Rocque
wrote Karl Miller (“Miller”) of Granite Construction, “Please bear in mind that the Majeadline to

extend the current agreement for six more months has pasgemjtwmotice from KCC/Granite A



July 3, 2014 email from Rocque to Miller elaborated somewhat obliquely on the stateed&tiomship
with NTE, stating in part, “I have instructed the NTE accounting team to senchiyyManite an
invoice(s) for he NTE service month of July. During our prior conversation, you, Mike and | agreed t
treat July in isolation in order to provide time to complete a longer agreementteabf$a00K for the
month. The rate for July 2014 does not affect the current agreement or negotiationseoloigt term
agreement.” Finally, ¢hird email dated September 29, 2014 statBtbd'saise the same billing process
as you did last month to KCC. We don't have a signed agreement as of this moment.” Hib\/&ver
argues trs last email refers only ta@ Master Agreement, not the snonth extension that NTE contends
was operative at that time.

NTE alsoproduced armail sent toRocque by Kenny employee Stacy South€Bouthern”)
on May 6, 2014, stating in part, “As was discussed between you and Karl prior to May 1, 2014, KCC is
extending the current agreement for an additional 24 months with an addendum outlining the new
pricing and some additional modifications to the currentremt. We believe that the addendum can be
executed expeditiously; however, if for some reason, the parties cannothegr&C will be
extending the current contract for the additional 6 months per the notification thgakato you and
you accepte.”

In December 2014, NTE filed a copyright infringement, misappropriation, and breach of
contractsuitagainst Kenny and certain of Kenny’s custortatgnny filedits motion for summary
judgment in November 2015.

DISCUSSION
|. Copyright Infringement and Proprietary Information Claims

A plaintiff alleging copyright infringement must prove “(1) ownership gahd copyright,

! Former Defendants Ameren, Arizona Public Service Co., Electric TransmiBskas, and Nalcor
have been dismissed from the case.



and (2) copying of constituent elements of the work that are origipaist Publications, Inc. v. Rural
Telephone service Cdnc., 499 U.S. 340, 361 (1991).is well-settled that facts alone are not
copyrightable, while compilations of facts typically are as long asdbemonstrate some degree of
originality. Id. at 344-345; 17 U.S.C. § 103(a). Compilation is defined as “a work formed by the
collection and assembly of pexisting materials or of data that are selected, coordinated, or arranged in
such a way that the resulting work, as a whole, constitutes an original workofstup.” 17 U.S.C. §
101. {OJriginality is not a stringent standard; it does not require that factselserged in an innovative
or surprising way. It is equally true, however, that the selection and amangef facts cannot be so
mechanical or routine as to require no creativity whatsoever. The standardralivyigs low, but it

does exist.’Feist 499 U.S. at 362. Even when a compilation is copyrighted, the constituent facts that
make up the compilation are not, themselves, proteff@tbpyright protects onlyhe elements that

owe their origin to the comg@l—selection, coordination, and arrangement of fa¢teist 499 U.S. at
359;see also Assessment Techs. of WI, LLC. v. WIREdata3%0ck.3d 640, 644 (7th Cir. 2005).

Here, Kenny challenges both prormdshe copyright infringement tests, arguing in the first
instance that NTE’s database lacks the originality sufficient tofgdati copyright protection and in the
second that Kenny’s extraction and use of information in the NTE database did natitsoospying.

A. Scope of NTE’s Copyright

The parties disagree as to whether NTE’s copyright encompassésadasanextricably
linked to NTE’s system of bar code trackisgch as the date and location that materials in Kenny
construction projects were received, moved, or isSM&& argues that these items are included in the
copyright, not as unadornéalcts but as part of an original compilation. Here, NTE says the originality
arises from the “association of bar code numbers with inventory” arfddleetion, creativity, and

judgment in selecting which information to include.” NTE claims thatraw data’s value comes only



from its relationship to the NTE barcodes anddstextuaimeaning within the NTE system, and it is
this createdneaning—notthe bare facts themselveshat Kenny allegedly extracted and that NTE
argues is subject to copyright protection. NTE cites numerous cases whdschave found sufficient
originality to protect compilations of facts that are simitathe compilation taissue here, including a
factual compilation of yacht listingBUC Int’l Corp. v. Int'l Yacht Council Ltd489 F.3d 1129, 1134
(11th Cir. Fla. 2007); mapdividing the United States into distinct television marketing regiNdredsen
Co. (US), LLC v. Truck Ads, LL.@011 WL 3857122N.D. Ill. 2011); ancelectronic parts catalogs for
clients in the automotive and heavy equipment indust@ieap-On Bus. Solutions Inc. v. O’'Neil &
Assocs.708 F. Supp. 2d 669, 685 (N.D. Ohio 204@intiff had valid copyight in database where
plaintiff organized defendant’s data “in an original data tree and createdtpnships between the
levels of the tree that would not otherwise exist”).

By contrast, Kenngsserts thaheNTE’s copyright only extends to the piaular data selection,
arrangement, and coordination in the NTE system and sainfge collection®f facts. Kenny
consides the contested datta befactual informatiorwith meaning independent of its relationship to
NTE'’s system. Defined in this wathe data wouldbelong to Kenny under both the common law and the
terms of the January 2014 agreement between the patrties.

As discussed above, the threshold of originality required to enforce a copytaht keist 499
U.S. at 345 (“[T]he requisite level of originality is extremely low . . . The vagomty of works make
the grade quite easily.”In an analogous case, the Seventh Circuit foundathedl estate assessment
program that organized aadranged datmet the originality requirements “b@use no other real estate
assessment program arranges the data collected by the assdsssw #66 fields grouped into these 34
categories, and because this structure is not so obvious or inevitable as to lacknta oniginality

required . . . a& would if the compilation program simply listed data in an alphabetical or numerical



order.” Assessment Tecl850 F.3d at 648citations omitted)Here, too, NTE'’s organization and
selection system-in particular the barcode system—is sufficiently original to extend cdmyrig
protection to the NTE program&pecific arrangement and organization of the.data
Thus, Ifind that NTE’s valid copyrightaes extend to the selection, arrangement and

coordination of the data in the NTE system, including the particular way in whichsNbBEcodes
imbue the data with meaning. But this does not end the inquiry, for as we shall sedheefaat, that
raw datas entangled with copyrighted technology does not automatically rendectexiraf the data
an infringement.
B. The Proprietary Information Claims (Counts1V, V, VIl and VIII)

Kenny insists that it extracted only the raw data that it already ownslie@MNTE database,
and describes NTE’s contribution as providing an “empty database thatlecsvith data from
Kenny's work sites.” Unsurprisingly, NTE firmly rejects this chaeaization and argues that the data is
empty of meaning without the organizing principle and tracking history provided bysNbBEEcoded.
do not consider NTE’s product to be merely an empty database, but, as the SeverthaSircui
intimated Kenny may be entitledonetheles® retrieve its raw data even when that data is somewhat
intermingled with NTE software.

In Assessment Techthe Seventh Circuit declared that it could constitute “copyright misuse”
to prevent a company from utilizing its own dadgsessment Tech350 F.3d at 646-47. Wle the
facts ofthat casenvolved data that was more easily extricable from copyrighted arrangement and
selection processes than the Kenny data is from the NTE system, the éastssment Tecldid
contemplate a situation like the one at hand and concluded, “AT [the copyright holder] essutdi$
copyright case even if the raw data were so entangled A&ltls jproduct] that they could not be

extracted without making a copy of the progratd.”at 644-45. Of course, Kenny did not make a literal
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copy of NTE’s system, but itidl borrow the idea of a barcode system and extracted historical data
whose meaning was inextricable frais relationship tatNTE's copyrighted selection and arrangement
processThe Seventh Circuit opined, howewvitrat such a case would be governed byrdi\Circuit
opinion holding that “intermediate copying” of a copyrighted operating sysesraviair use, “since the
only effect of enjoining it would be to give [the copying party] control over noninfrgngneducts.’d.

at 645, citingSega Enterprises Ltd. V. Accolade, |r8Z7 F.2d 1510, 1520-28 (9th Cir. 199Rgre

after extracting the NTE reportsennyended up in possession owolfiydatathat it undeniably owner

is in the public domain, which is to say the facts pertaininetcation of Kenny’s materialsicross
time. The contested data was input into the NTE system by Kenny in the first place ambtloease

to belong to Kenny just because it is manipulated by a copyrighted softsgeméyeist 499 U.S. at
359. Just as in thessessment Techgpothetical Kenny’s activitieamay haveskirted the boundaries of
thecopyright but ultimatelyonly served to giv&enny control over noninfringing products. Therefore,
| am granting Kenny’s motion for summary judgmerth respect tahe proprietary information claims.
C. The Copyright Claims (Counts | and II)

NTE’s copyright clains pertain tdenny’salleged infringement of proprietary data as well as
the alleged reverse engineering of NTE’s system to desighGReInternal Systeni.The Seventh
Circuit uses the substantial similarity test to determine whether a cloplyag been infringed3kyline
Design, Inc. v. McGrory Glass, In2014 WL 258564 at *5 (N.D. Ill. 2014) (citirgildlife Express Corp. v.
Carol Wright Sales, In¢18 F.3d 502, 508-09 (7th Cir. 1994Jhis two-part testasks 1) “whether the
alleged infringer had access to the copyrighted work” and 2) “whether an ordinary observer wodk consi
the allegedly infringing work to be substantially similar to the copyrighted waik(titations omitted).

Here, access is established via Kenny’'s documented, contfaciesk of the NTE system.

2 Kenny also argues that it was authorized to remove theaddtexport reportsy the terms of the January 2014 agreement.
There is no need to examine this argument, as the analysis above resoll@mthekenny’s favor.
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However, the record is not developed enough for an “ordinary observer,” let alone a jury, to dete¢haine
KCI Internal Systen meets the substantial similarity t&¢'€bne of the principal purposes of the summary
judgment rule is to isolate and dispose of factually unsupported claims or defen§edoteX
Corp.,477 U.Sat323-24Here,NTE has providedery little evidence that the KCC Internal System is
actuallymodeled on ostructurallyrelated to the NTE system, except insofar as both systems made use
of abarcode trackingystem Even in that regard, there is no evidence that Kenny’s barcodes utilize the
same selection, arrangement, or organization scheme as NTE’s baibHesleges, but does not
support, that Kenny simply replaced NTE’s barcodes with different codesatghéy Kenny, and
further points to Kenny’sxtractionof two columns of data from tiéTE system. Buneither of these
allegations speaks to whether Kenny copied NTE’s selection, arrangemerdpesidation scheme,
which are thenly copyrighted elements of its work. Thus, because the record does not provide enougt
evidence for a reasobia jury to find in favor of the Plaintiff, | am granting Kenny’s motion for
summary judgment on the copyright claims
II. Unpaid Fees Claim (Count VI)

“[SJummaryjudgment will not lie if the dispute about a material fact is ‘genuine,’ that is, if the
evidence is such that a reasonable jury could return a verdict for the nonmovingAsasigrson v.
Liberty Lobby 477 U.Sat 248.“[W] eighing the evidence and detening the credibility of witnesses
are functions of the jury, not this CourEual Employment Opportunity Comm’n v. Costco Wholesale
Corp.,, 2015 WL 9200560, at *9 (N.D. Ill. 2015).

As outlined above, the factual record regarding the alleged extefdiom contract isiddled
with contradictions andonflicting accounts. Both sides produced emails in support of their respective
positions, buneither offereenough context toorroborate or clarify the state of the contrdast as the
May 6, 2014 email from Robert Rocque indicated that the deadline to extend the agtesineassed

without renewal, an email from Stacey Southern on the same day noted that Klebeyiesied it
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would be able t@xercise the #nonth extension option. The September2®84 email stating “We
don’t have a signed agreement as of this moment” is also inconclusive, patigsoffer plausible
interpretatios that ultimatelyraise questions afredibility, whichare not appropriate for this Court to
decide on a summary judgment motion. Because the evidence presented on this coun¢mglguffic
disputed that a reasonable jury could return a verdict in favor of either pdetyy Kenny’'s motion for
summary judgient with regard to Count VI, the unpaid fees claim.
CONCLUSION

For the foregoing reasons, Defendant Kenny’s Motion for Summary Judgmesuttiscin

part anddeniedin part The parties shall prepare for trial on Count VI of the First Amended Complaint,

the only count remaining.

James B. Zagel
United States District Judge

DATE: April 25, 2016
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