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IN THE UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF UTAH
THE SCO GROUP, INC., ,
a Delaware corporation, PLAINTIFF’S REPLY
MEMORANDUM IN SUPPORT OF
Plaintiff, MOTION TO REMAN :
VS, |

NOVELL, INC., a Delaware corporation, Civil No.: 2:04CV00139 !

Judge Dale A. Kimball

Defendant.

Plaintiff The SCO Group (“SCO”) respectfully submits this Repi"ly Memorandum in
|
Support of Motion to Remand. |

INTRODUCTION

As set forth in SCO’s Opening Memorandum, SCO 1is not opposed to having its claim
i

heard in federal court. SCO filed its Motion to Remand because Defendant Novell, Inc.
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(*Novell”) has improperly removed this case, claiming that SCO’s slander oi[f title claim raises a
“substantial issue of interpretation of the Copyright Act because the Courti will be required to
consider the parties’ Asset Purchase Agreement as amended to determinie the extent of the
copyrights transferred from Novell to SCO. Contrary to Novell’s claim,; however, no such
“substantial 1ssue” is presented here. Instead, it is well-established that Epases involving the
interpretation of contracts that transfer copyrights present state law issues to b¢ determined in state
court. Novell has failed to meet its burden of establishing federal jurisdictioni on federal question
grounds under 28 U.S.C. § 1331. This case should be remanded.
ARGUMENT

In its Opposition Memorandum, Novell claims this case “arises u.ndeﬂf’ " the Copyright Act

because Section 204(a) of the Copyright Act provides that copyrights may onlji,f be transferred by a

written instrument, note or memorandum signed by both parties, and this d‘rourt must therefore

consider the Copyright Act in determining whether the parties” Asset Pmihase Agreement as

amended is a written instrument, note or memorandum signed by both parties. Novell’s position

on removal is contrary to well-established law and the facts of this case.

SCO has asserted a state law slander of title claim against Novell. . SCO alleges in its
Complaint that it is the sole owner of copyrights to UNIX System V sourfe code and related
materials and that Novell, contrary to its prior public statements, has engazged in a slanderous
campaign to damage SCO’s title to its copyrights by claiming that it and not SiCO owns the UNIX
copyrights. The fact that Novell now claims in defense that the Asset Purd::hase Agreement as

amended is somehow unclear does not make this a copyright case and doesinot change the fact

that SCO owns the UNIX copyrights. |
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L. NOVELL’S PURPORTED BASIS FOR REMOVAL CONTﬁADICTS WELL-
ESTABLISHED LAW. '

As set forth in SCO’s Opening Memorandum, courts have repeatedily rejected the very
same claim for removal Novell makes in this case. See, e.g., Dolch v. United %Salifornia Bank, 702
F.2d 178, 180 (9th Cir. 1983) (affirming dismissal of a contract claim for lacik of federal question
jurisdiction even though it involved copyrights, as “federal courts have cainsistently dismissed
complaints in copyright cases that present only questions of contract law™) (e;;mphasis added).! In
Jasper v. Bovina Music, Inc. 314 F.3d 42, 46 (2d Cir. 2002), the principal casie upon which Novell
relies to support removal under section 204(a) of the Copyright Act, the Secori}d Circuit made clear
that where a “case concerns a dispute as to ownership of a copyright, and th:F issue of ownership
turns on the interpretation of a contract, the case presents only a state law issue, and unless the
complaint asserts a remedy expressly granted by the Copyright Act, federal juqi‘isdiction is lacking.”

SCO’s Complaint alleges a state law claim for slander of title and sdi:eks a remedy under
state law. Although Novell’s purported defense requests that the Courté consider the Asset
Purchase Agreement as amended, SCO does not seek a remedy expressly grariited by the Copyright
Act. The Asset Purchase Agreement as amended clearly transferred the c%pyrights at issue to
SCO, as Novell has previously and repeatedly admitted. This case requires ia court to determine

whether Novell has slandered SCO’s ownership of its intellectual property qfnder state law. The

case should be remanded to state court.

" In its Opposition Memorandum, Novell quickly brushes off the numerous cases SCO cites i | its Opening
Memorandum that follow the general rule on jurisdiction, declaring that the cases did not rais¢ a “substantial” enough
question under section 204(a) to justify federal court jurisdiction. [See Def.’s Opp. Mem. at 8,] To the contrary, the
cases SCO cites directly address and dismiss the same basis for removal Novell asserts in thiscase.

3
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II. NOVELL’S RELIANCE ON THE HOLDING IN JASPER IS MISPLACED.

As stated, Novell, in its attempt to ignore well-established law and draw the Court into an
analysis of the Asset Purchase Agreement as opposed to SCO’s allegations of Novell’s slanderous
conduct, relies extensively on the holding in Jasper to support its claim for removal.? But as the

Second Circuit specifically held, Jasper “is the rare contract interpretation case that does present a

substantial issue” under the Copyright Act. Id. at 47. The substantial issue iniJasper was whether
an agreement among two parties assigning copyrights from one to the othen%L was valid where a
third party owned some of the previously assigned copyrights and only agrecitd to the assignment
by an addendum executed after the fact. Jd> In holding that the after the fact addendum complied
with section 204(a), the court noted that the third party had signed the agreemlent and “there is no
risk whatever that an unsuspecting copyright owner has been induced to sign a document that does

not clearly indicate an assignment of copyright interests.” Id. See also Imperial Residential

Design, Inc. v. The Palms Development Group, Inc., 70 F.3d 96, 99 (11® Cir.é 1995) (holding that
;

“the chief purpose™ of section 204(a) is to “resolve disputes between co;?yright holders and

transferees and protect copyright holders from persons mistakenly or fraudu:lently claiming oral

licenses or copyright ownership™).

? Novell claims in its Opposition Memorandum that Jasper is the “leading case on federal jurigdiction in copyright
ownership disputes.” [Def.’s Opp. Mem. at 1 (emphasis added).] Novell, however, fails to cit¢ a single case
following the holding in Jasper. The fact is, there are none. For the reasons set forth in SCO’s Opening
Memorandum and the additional reasons set forth below, the “rare” holding in Jasper does not japply in this case to
defeat the well-accepted rule that disputes involving a contract for the transfer of copyrights involve state law issues to
be litigated in state court absent a separate basis for federal jurisdiction.

? Novell, consistent with its overall briefing style, simply declares in its Opposition Memorandum that “the existence
of the third party, however, played no part in the court’s analysis.” [Def.’s Opp. Mem. at 6.] That is simply untrue.
The existence of the third party was the entire basis of the court’s analysis and the only significant factor the court
addressed in its opinion.

4
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In this case there are only two parties to the agreement and it is undisplfhted that both parties
negotiated and signed the Asset Purchase Agreement and the addendum ther%to. Novell does not
and cannot in good faith claim that the Asset Purchase Agreement as amende% was the product of

fraud. It does not raise a “rare” or even significant issue under section 204(a). The fact that
Novell now claims (for the first time after nearly eight years) that the Asset ﬁ’urchase Agreement
as amended is somehow unclear as to exactly which copyrights were transfelﬁrred to SCO clearly
does not raise a question as to whether the transfer was fraudulent.

In its Opposition Memorandum, Novell distorts section 204(a)’s writit‘ig requirement in an
attempt to create a “federal law question” in this case. But as the Ninth dircuit has held in a
leading case on the subject, “[t]he [§204(a)] rule is really quite simple: If tbae copyright holder
agrees to transfer ownership to another party, that party must get the copyriéht holder to sign a
piece of paper saying so. It doesn’t have to be the Magna Charta; a one-line &)ro forma statement
will do.” Effects Associates, Inc. v. Cohen, 908 F.2d 555, 557 (1990). “No n;jagic words must be
included in a document to satisfy § 204(a).” Radio Television Espanola S.A. v. New World
Intertainment, LTD., 183 F.3d 922, 927 (9th Cir. 1999). Courts have held tha* the document need
not even include the word “copyright” to constitute a valid transfer. See, e.g., Schiller & Schmidt
v. Nordisco Corporation, 969 F.2d 410, 413 (7" Cir. 1992). “When revieqiving the transfer of
copyright ownership, courts interpret instruments of conveyance liberally, iaspecially when no
innocent third parties will be harmed.” The Philadelphia Eagles Football ¢lub, Inc. v. City of

Philadelphia, 823 A.2d 108, 125 n. 25 (Pa. 2003), citing Paul Goldstein, Copyévight § 4.5.1 (2d ed.

2000 & 2002 Supp.). For this reason, the Second Circuit stated in Jasper tﬂat “[i]n most cases,
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there will be no doubt that the contract is a section 204(a) writing, and the oirlly substantial issue
will be contract interpretation.” 314 F.3d at 47 (emphasis added).* |

Not only is there “no doubt” that the Asset Purchase Agreement as amended is a “writing,”
but before this litigation was commenced, Novell acknowledged to the worlt% that SCO owns the

UNIX copyrights. On June 6, 2003, Novell issued a press release officially acknowledging that

Amendment 2 to the Asset Purchase Agreement transferred UNIX copyrights ito SCO in 1996:

In a May 28" letter to SCO, Novell challenged SCO’s claims to UNI | patent and

copyright ownership.... Amendment #2 was sent to Novell last night by SCO.

To Novell’s knowledge, this amendment is not present in Novell’si files. The

amendment appears to support SCO’s claim that ownership of certau* copyrights

for UNIX did transfer to SCO in 1996.
[Exhibit 1, Novell Press Release dated June 6, 2003 (emphasis added).]’ Sub$equently for purpose
of this litigation, Novell has completely changed position and made its new la#vyer generated claim
in an attempt to change the focus of the lawsuit and seek federal court juriisdiction. Contrary to
what Novell now claims before this court, its June 6" press release confirms ﬂ:hat Amendment 2, in
fact, transferred copyrights to SCO. Nothing further needed to be done. An'iendment 2 was not a
mere agreement to transfer the copyrights in the future upon some unIEtatcd and unknown
requirement for SCO to prove that it needed the copyrights. Novell’s chalilgc of position in its
court papers and more recent misrepresentations to the public that the Asseti Purchase Agreement

as amended did not transfer copyrights to SCO is wrong as a matter of law alnd fact. A change in

* As the holding in Jasper makes clear, the fact that a contract involves the transfer of copyriéhts and thus may touch
on section 204(a) of the Copyright Act does not raise a substantial copyright issue and does ot lead to federal
question jurisdiction. Indeed, state court’s routinely consider section 204(a) of the Copyright Act in addressing
contracts transferring copyrights. See, e.g., Bernstein v. Glavin, 725 N.E.2d 455 (Ind. Ct. Apg 2000) (addressing
section 204(a) of the Copyright Act); Krapp v. McCarthy, 698 N.E.2d 1049 (Ohio Ct. App. 1997) (same); The
Philadelphia Eagles Football Club, Inc. v. City of Philadelphia, 823 A.2d 108, 125 n. 25 (Pa 2003) (same).

5 Novell has not withdrawn this press release or publicly stated that the release is incorrect. |
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position and strategy during litigation cannot be the basis for creating *a subista.ntial issue” under
section 204(a) of the Copyright Act.

Finally, as set forth in SCO’s Opening Memorandum, Jasper is further distinguishable

from this case because the plaintiff in Jasper brought its claim under the Copyright Act. Id. at 46-

47. As the Tenth Circuit has held “[i]t is for the plaintiffs to design their case|as one arising under

federal law or not, and it is not within the power of the defendants to cha{ilge the character of
plaintiffs’ case.” Warner Bros. Records, Inc. v. R.A. Ridges Dist. Co., Inc.i 475 F.2d 262, 264
(1973). The Second Circuit in Jasper emphasized this point with respect to é;ection 204(a) of the
Copyright Act, stating that while “almost every case involving contract interpij’etation ...could be
recharacterized as a case appropriate for a federal court simply by framing th% issue to be whether
the disputed contract qualified as a writing” as Novell has attempted to do hiere, the general rule
that such cases belong in state court “cannot be obliterated by such gymnastid%:s.” 314 F.3d at 47,
SCO alleges its slander of title claim under state law and seeks state law reriledies. This case is
nothing like the “rare” holding in Jasper and should be remanded to state qfourt consistent with

well-established law.

CONCLUSION

While SCO believes this Court can fully and properly address the isqiues raised in SCO’s
Complaint, this Court lacks subject matter jurisdiction to do so. Novell hiiis failed to meet its
burden of establishing jurisdiction on federal question grounds under 28 U.Si.C. § 1331, and this
case should be remanded to the Third Judicial District Court for the State 013? Utah where it may

proceed forward on the merits.
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