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ment was in no sense estopped from prose-
cuting the Levinsons in Los Angeles by its
internal preliminary decision to prosecute
two of the crimes in Las Vegas. The
rights of the defendants to be free of an
unreasonable seizure were determined in
the forum in which the suspected violations
and the seizure occurred. This is all the
Constitution requires.

Consequently, we hold that the govern-
ment had no obligation to provide informa-
tion on the community standards of Las
Vegas in the affidavit and that the evi-
dence should not have been suppressed.

REVERSED and REMANDED."
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Computer ‘servicing company appealed
from judgment of the United States Dis-

* The panel unanimbusly finds this case suitable
for decision without oral argument. Fed.

trict Court for the Central District of Cali-
fornia, Manuel L. Real, Chief Judge, which
granted injunction’ against copyright in-
fringement and unfair competition with
computer systems manufacturer. The
Court of Appeals, Brunetti, J., held that:
(1) copying for purposes of copyright law
occurs when computer program is trans-
ferred from permanent storage device to
computer’s random access memory (RAM);
(2) computer service company which loaded
copyrighted software into RAM and was
able to view system error 108 and diagnose
problems with the computer was engaged
in copying; (3) genuine issue of fact existed
as to whether computer servicing company
was actually loaning out copyrighted sys-
tems; and (4) evidence sustained finding of
appropriation of trade secrets.

Affirmed in part and reversed in part
and remanded.

1. Copyrights and Intellectual Property
e=51 |
To prevail on copyright infringement,
copyright holder must prove ownership of
copyright and copying of protectable ex-
pression beyond the scope of a license.

2, Copyrights and Intellectual Property
&=67.3 Co

“Copying,” for purposes of copyright
law, occurs when computer program is
transferred from permanent storage device
to computer’s random access memory
(RAM). 17 US.C.A. § 101.

See publication Words and Phrases
for other judicial constructions and
definitions.

3. Copyrights and Intellectual Property

&67.3

Because computer servicing company
could load copyrighted software into ran-
dom access memory (RAM) and then view
system error log and diagnose problem,

R.App.P. 34(a); Ninth Circuit Rule 34-4.
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representation created in the RAM was
sufficiently permanent or stable to consti-
tute “copying.” 17 U.S.C.A. § 101.

4. Copyrights and Intellectual Property
=48

Computer servicing company which
had a license to use copyrighted software
to operate only one system which had sev-
eral computers with the software “up and
running” at its headquarters was using
unlicensed software.

5. Copyrights and Intellectual Property
&=67.3

Loaning by computer servicing compa--

ny of another’s copyrighted software to
customers while performing service was a
violation of the Copyright Act. 17 U.S.C.A.
§ 106(3). '

6. Copyrights and Intellectual Property
&=89(2)

Genuine issue of fact as to whether
computer servicing company loaned out
copyrighted computer systems was pre-
sented by evidence that its advertisements
described the availability of loaner comput-
ers and testimony of field engineer that he
was not aware of any computer systems
actually being loaned to any customer.

7. Injunction &1

Permanent injunction will be granted
when liability has been established and
there is a threat of continuing violations.

8. Copyrights and Intellectual Property
&=85

Although there was no showing that
computer servicing company had actually
loaned out copies of copyrighted computer
systems, fact that it had many of the copy-
right computers in its loaner inventory es-
tablished threat of violation, warranting in-
junction. 17 U.S.C.A. § 502(a).

9. Copyrights and Intellectual Property
&=85

Injunction against disclosure of cus-
tomer database, field information bulletins,
and software was not overbroad on theory
that motion for summary judgment only
included argument relating to customer da-
tabase as a trade secret, where motion for
summary judgment was directed to claims
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of misappropriation of trade secrets gener-
ally and movant’s statement of uncontro-
verted facts included statement that field
information bulletins and software were
trade secrets. i

10. Torts &10(5)

Customer database had potential eco-
nomic value where it allowed competitor to
direct its sales efforts to those potential
customers that were already using the
owner system, and it thus qualified as a
trade secret. West’s Ann.Cal.Civ.Code
§ 3426.1(d).

11. Torts &=10(5)
Employer took reasonable steps to en-

sure secrecy of information which it
claimed as trade secret by requiring its

~employees to sign confidentiality agree-

ments respecting its trade secrets. West’s
Ann.Cal.Civ.Code § 3426.1(d).

12. Torts &10(5)

Right to announce new affiliation, even
to trade secret clients of former employer,
is basic to individual’s right to engage in
fair competition and does not violate Uni-
form Trade Secrets Act (UTSA), but misap-
propriation occurs if information from cus-
tomer database is used to solicit customers.
West’s Ann.Cal.Civ.Code § 3426.1(b).

13. Torts &=10(5)

Former employee misappropriated
trade secret when he not only announced
his new affiliation with new employer but
began calling on customers of his former
employer whose names he recognized on
his new employer’s list and personally went
to visit some of those customers with pro-
posals to try to get them to switch to his
new employer. West’s Ann.Cal.Civ.Code
§ 3426.1(b).

14. Torts &10(5)

Field information bulletins which con-
tained technical data followed by computer
company to aid in repair and servicing of
computers constituted trade secrets.

15. Federal Civil Procedure €=2493
Genuine issue of fact as to whether

competitor had misappropriated trade se-

crets consisting of field information bulle-
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tin was presented by evidence that competi-
tor advertised that its systems specialists
were specifically trained on the latest hard-
ware releases for the trade secret owner’s
computer systems and testimony of field
engineers for the competitor that they had
never seen field information bulletin.

16. Torts &=10(5)

Computer software can qualify for
trade secret protection under the Uniform
Trade Secret Act. West’'s Ann.Cal.Civ.
Code §§ 3426-3426.10.

17. Trade Regulation €¢=862.1

Competitor of computer systems com-
pany which was not an authorized dealer,
whose technicians received no ongoing
training, and whose “satellite facilities”
were actually storage sheds engaged in
false advertising as to its capabilities of
servicing and maintaining computer sys-
tems.

William J. Robinson, Graham & James,
Los Angeles, CA, for plaintiff-appellee.

James W. Miller, Musick, Peeler & Gar-
rett, Los Angeles, CA, for defendants-ap-
peliants. ’

Appeal from the United States District
Court for the Central District of California.

BEFORE: PREGERSON, BRUNETTI,
and FERNANDEZ, Circuit Judges.

BRUNETTI, Circuit Judge:

Peak Computer, Inc. and two of its em-
ployees appeal the district court’s order
issuing a preliminary injunction pending
trial as well as the district court’s order
issuing a permanent injunction following
the grant of partial summary judgment.

I. FACTS

MAI Systems Corp.; until recently, man-
ufactured computers and designed soft-
ware to run those computers. The compa-
ny continues to service.its computers and
the software necessary to operate the com-
puters. MAI software includes operating

system software, which is necessary to run
any other program on the computer.

Peak Computer, Ine. is a company orga-
nized in 1990 that maintains computer sys-
tems for its clients. Peak maintains MAI
computers for more than one hundred
clients in Southern California. This ac-
counts for between fifty and seventy per-
cent of Peak’s business.

Peak’s service of MAI computers in-
cludes routine maintenance-and emergency
repairs. Malfunctions often are related to
the failure of circuit boards inside the com-
puters, and it may be necessary for a Peak
technician to operate the computer and its
operating system software in order to ser-
vice the machine.

In August, 1991, Eric Francis left his job
as customer service manager at MAI and
joined Peak. Three other MAI employees
joined Peak a short time later. Some busi-
nesses that had been using MAI to service
their computers switched to Peak after
learning of Francis’s move.

II. PROCEDURAL HISTORY

On March 17, 1992, MAI filed suit in the
district court against Peak, Peak’s presi-
dent Vincent Chiechi, and Francis. The
complaint includes counts alleging copy-
right infringement, misappropriation of
trade secrets, trademark infringement,
false advertising, and unfair competition.

MAI asked the district court for a tempo-
rary restraining order and preliminary in-
junction pending the outcome of the suit.
The district court issued a temporary re-
straining order on March 18, 1992 and con-
verted it to a preliminary injunction on
March 26, 1992. On April 15, 1992, the
district court issued a written version of
the preliminary injunction along with find-
ings of fact and conclusions of law.

The preliminary injunction reads as fol-
lows: ‘

A. Defendants [and. certain others]
are hereby immediately restrained and
enjoined pending trial of this action from:

1.. infringing MAI’s copyrights in any
manner and from using, publishing, copy-
ing, selling, distributing or otherwise dis-
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posing of any copies or portions of copies
of the following MAI copyrighted com-
puter program packages: “MPx,” “SPx,”
“GPx40,” and “GPx70” (collectively here-
inafter, “The Software’);

2. misappropriating, using in any
manner in their business including adver-
tising connected therewith, and/or dis-
closing to others MAT’s trade secrets and
confidential information, including, with-
out limitation, The Software, MAI's Field
Information Bulletins (“FIB”) and Cus-
tomer Database;

3. maintaining any MAI computer
system, wherein:

(a) “maintaining” is defined as the en-
gaging in any act, including, without lim-
itation, service, repair, or upkeep in any
manner whatsoever, that involves as part
of such act, or as a preliminary or subse-
quent step to such act, the use, directly
or indirectly, of The Software, including,
without limitation, MAI’s operating sys-
tem, diagnostic, utility, or other soft-
ware;

(b) “use” is defined as including, with-
out limitation, the acts of running, load-
ing, or causing to be run or loaded, any
MAI software from any magnetic stor-
age or read-only-memory device into the
computer memory of the central process-
ing unit of the computer system; and

(¢) “computer system” is defined as an
MAI central processing unit in combina-
tion with either a video display, printer,
disk drives, and/or keyboard;

4. soliciting any MAI computer main-
tenance customer pursuant to Francis’
employment contracts with MAIL

5. maintaining any contract where
customer information was obtained by
Francis while employed by MAI pursuant
to Francis’ employment contract with
MAI;

6. using in any manner in their busi-
ness, or in advertising connected there-
with, directly or indirectly, the trade-
marks MAI, BASIC FOUR, and/or MAI
Basic Four, the letters MAI (collectively,
the “MAI Trademarks”) or any mark,
word, or name similar to or in combina-
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tion with MAI's marks that are likely to
cause confusion, mistake or to deceive;

7. committing any act which other-
wise infringes any of the MAI Trade-
marks;

8. advertising, directly or indirectly,
that MAI Basic Four is part of Peak’s
Product line, that Peak has “satellite fa-
cilities,” and/or that Peak’s technicians
are “specifically trained on the latest
hardware releases of MAIL;” and

9. engaging in any other acts that
amount to unfair competition with MAIL

B. IT IS FURTHER ORDERED that
Defendants [and certain others] shall
hereby, pending trial in this action:

1. provide a full accounting of all
MAI property, including all copyrighted
works presently in their possession; and

2. retain any fees paid to them by
any MAI maintenance client and place
any such fees in an interest bearing es-
crow account pending final determination
of the action at trial or further order of
this Court.

We stayed the preliminary injunction in

part by an order of June 9, 1992 which
provides: '

The preliminary injunction issued by
the district court on April 15, 1992 is
stayed to the following extent:

Section (A)1), enjoining defendants
from “infringing MATI’s copyrights in
any manner and from using, publishing,
copying, selling, distributing, or other-
wise disposing of any copies or portions
of copies” or certain MAI software, is
stayed to the extent that it prohibits de-
fendants from operating MAI computers

"in order to maintain them.

Section A(2), enjoining defendants
from ‘misappropriating MAI trade se-
crets, is stayed to the extent that it pro-
hibits defendants from operating MAI
computers in order to maintain them.

Section A(3), enjoining defendants
from ‘“maintaining any MAI computer
system,” is stayed in its entirety, includ-
ing subsections (a), (b), and (c).

Section (B), ordering defendants to
“provide a full accounting of all MAI
property” and to retain fees paid to them
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by “any MAI maintenance client” in an
escrow account, is stayed in its entirety,
including subsections (1) and (2).

The remainder of the district court’s
preliminary injunction shall remain in ef-
fect. This order shall remain in effect
pending further order of this court.

In January, 1993, we denied a motion by
Peak to stay the district court proceedings.
The district court then heard a motion for
partial summary judgment on some of the
same issues raised in the preliminary in-
junction. The district court granted partial
summary judgment for MAI and entered a
permanent injunction on the issues of copy-
right infringement and misappropriation of
trade secrets on February 2, 1993 which
provides:

A. Defendants [and certain others]
are hereby permanently enjoined as fol-

lows:
Work

Cert. of Reg. No.

1. Peak [and certain others] are per-
manently enjoined from copying, dissemi-
nating, selling, publishing, distributing,
loaning, or otherwise infringing MATI’s
copyrighted works, or any derivatives
thereof, including those works for which
registrations have issued, and works for
which registrations may issue in the fu-
ture. The “copying” enjoined herein spe-
cifically includes the acts of loading, or
causing to be loaded, directly or indirect-
‘ly, any MAI software from any magnetic
storage or read only memory device into
the electronic random access memory of
the central processing unit of a computer
system. As used herein, “computer sys-
tem” means an MAI central processing
unit in combination with either a video
display, printer, disk drives, and/or key-

" board.

MAT’s copyrighted works, and their de-
rivatives, for which registrations have
issued include:

Date Issued

BOSS/IX SOFTWARE

VERSION 7.5B*20 TX 3 368 502 12/16/91
BOSS/VS LEVEL TA*42 TXU 524 424 (Supp.) 7/01/92
DIAGNOSTICS TXU 507 015 (Basic) 3/09/92
BOSS/VS LEVEL 17.5B TXU 524 423 (Supp.) 7/01/92
DIAGNOSTICS ' TXU 507 013 (Basic) 3/09/92

Additional MAI copyright registrations

are listed on Exh. A hereto.
2. (a) Peak and Francis [and certain oth-
ers] are permanently enjoined from mis-
appropriating, using in any manner in
their business, including advertising con-
nected therewith, and/or disclosing to
others MAI’s trade secrets, as that term
is used in California Civil Code § 3426.-
1(d). MAI’s trade secrets, for purposes
of this injunction, shall include, but not
be limited to the following: MAI’s soft-
ware, MAT’s Field Information Bulletins
(“FIB”) and all information in such
FIB’s, and MAI Customer Database and
all information in such Database.

(b) In particular, the persons identified
in subparagraph (a) herein are perma-
nently enjoined from soliciting any MAI
computer maintenance customer and
from maintaining any contract with any

former MAI computer maintenance cus-
tomer where knowledge of any such cus-
tomers was obtained by Francis during
his employment with MAIL :

We then stayed the permanent injunction
in part by an order on February 4, 1993
which provides: .

Appellants’ emergency motion for stay
of the district court’s permanent injunc-
tion is granted in part. The injunction
entered by the district court on February

2, 19938 is stayed to the following extent:

Section (A)(1), enjoining defendants
from “infringing MAI's copyrighted
works,” is stayed to the extent that it
prohibits defendants from loading MAI
software or operating MAI computers in
order to maintain them.

Section A(2), enjoining defendants
from misappropriating MAI trade se-
crets, is stayed to the extent that it pro-
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hibits defendants from loading MAI soft-
ware or operating MAI computers in or-
der to maintain them.

The remainder of the district court’s
permanent injunction shall remain in ef-
fect. ...

Since the permanent injunction covers
some of the same issues appealed in the
preliminary injunction, the appeal of those
issues in the context of the preliminary
injunction has become moot. See Bur-
bank-Glendale-Pasadena Airport Au-
thority v. Los Angeles, 979 F.2d 1338, 1340
n. 1 (9th Cir.1992). Therefore, we grant
MAT’s motion to dismiss the appeal of the
preliminary injunction relative to the issues
of copyright infringement and trade secret
misappropriation. - Since other issues cov-
ered in the preliminary injunction are not
covered in the permanent injunction,! the
appeals have been consolidated and both
the permanent injunction and parts of the
preliminary injunction are reviewed here.

ITII. JURISDICTION AND STANDARD
OF REVIEW

We have jurisdiction over interlocutory
orders granting injunctions under 28 U.S.C.
§ 1292(a)(1).

In addition, an appeal under 28 U.S.C.
§ 1292(a)(1) brings before the court the
entire order, and, in the interests of judi-
cial economy the court may decide the
merits of the case. The court, however,
generally will chose to decide only those
matters ‘inextricably bound up with’ the
injunctive relief.

Bernard v. Air Line Pilots Ass’n, Int’],
AFIL~CIO, 873 F.2d 2183, 215 (9th Cir.1989)
(citations omitted).

In this case, the district court’s grant of
the permanent injunction is “inextricably
bound up” with the underlying decisions of

1. These issues include trademark infringement
and false advertising.

2. The Central District of California’s Local Rule
7.14 provides for the filing of a Statement of
Uncontroverted Facts and Conclusions of Law
with each motion for summary judgment and
for the filing of a Statement of Genuine Issues
of Material Fact with all opposition papers. In
granting summary judgment, the district court
had before it these papers as well as MAI's
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that court on the merits of the copyright
and trade secrets claims. Therefore, our
review of the propriety of the permanent
injunction is inextricably tied to the under-
lying decision, and this court has jurisdic-
tion to review the entire order. Id.

A grant of summary judgment is re-
viewed de novo.? We must determine,
viewing the evidence in the light most fa-
vorable to the nonmoving party, whether
there are any genuine issues of material
fact and whether the district court correct-
ly applied the relevant substantive law.
Federal Deposit Ins. Corp. v. O’Melveny &
Meyers, 969 F.2d 744, 747 (9th Cir.1992).
The court must not weigh the evidence or
determine the truth of the matter but only
determine whether there is a genuine issue

for trial. Id.

A district court’s grant of preliminary
injunctive relief is subject to limited review.
This court will reverse a preliminary injunc-
tion only where the district court “abused
its discretion or based its decision on an
erroneous legal standard or on clearly erro-
neous findings of fact.” However, “ques-
tions of law underlying the issuance of a
preliminary injunction” are reviewed de
novo. Glick v. McKay, 937 F.2d 434, 436
(9th Cir.1991).

“To obtain a preliminary injunction, a
party must show either (1) a likelihood of
success on the merits and the possibility of
irreparable injury, or (2) the existence of
serious questions going to the merits and
the balance of hardships tipping in [the
movant’s] favor. These two formulations
represent two points on a sliding scale in
which the required degree of irreparable
harm increases as the probability of suc-
cess decreases.” Diamontiney v. Borg,

Motion for Summary Judgment, Peak’s Opposi-
tion, and MAI's Response. MAI's Statement of
Uncontroverted Facts and Conclusions of Law
and Peak’s Statement of Genuine Issues of Mate-
rial Fact rely on the declarations and deposition
testimony which were filed with the district
court in connection with MAT's earlier motion
for a preliminary injunction. These declara-
tions and deposition testimony make up the
record in this case.
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918 F.2d 793, 795 (9th Cir.1990) (internal
quotations and citations omitted).

In other words, “[wlhere a party can
show a strong chance of success on the
merits, he need only show a possibility of
irreparable harm. Where, on the other
hand, a party can show only that serious
questions are raised, he must show that the
balance of hardships tips sharply in his
favor.” Bernard v. Air Line Pilots Ass'n,
Int’l, AFL-CIO, 873 F.2d 213, 215 (9th
Cir.1989).

IV. COPYRIGHT INFRINGEMENT

The district court granted summary
judgment in favor of MAI on its claims of
copyright infringement and issued a perma-
nent injunction against Peak on these
claims. The alleged copyright violations
include: (1) Peak’s running of MAI soft-
ware licenced to Peak customers; (2)
Peak’s use of unlicensed software at its
headquarters; and, (8) Peak’s loaning of
MALI computers and software to its custom-
ers. Each of these alleged violations must
be considered separately.

A. Peak’s running of MAI software li-
cenced to Peak customers

[11 To prevail on a claim of copyright
infringement, a plaintiff must prove owner-
ship of a copyright and a “‘copying’ of
protectable expression” beyond the scope

3. A representative MAI software license pro-
vides in part:

4. Software License.

(a) License.... Customer may use the
Software (one version with maximum of two
copies permitted—a working and a backup
copy)- ... solely to fulfill Customer’s own in-
ternal information processing needs on. the
particular ‘items’ of Equipment ... for which
the Software’ is configured and ‘furnished by
[MAI]l. The provisions of this License: ...
shall apply to all versions and copies of the
Software furnished to Customer pursuant to
this Agreement. : The term “Software” in-
cludes, without limitation, all basic operating
system software. ... . -

(b) Customer Prohibited Acts.... Any pos-
_session or use of the Software ... not express-
ly authorized under this License or any act
which might jeopardize [MAIJ's rights or in-
terests in the Software ... is prohibited, in-
cluding without limitation, examination, dis-

of a license. S.0.S., Inc. v. Payday, Inc.,
886 F.2d 1081, 1085 (9th Cir.1989).

MATI software licenses allow MAI cus-
tomers to use the software for their own
internal information processing.® This al-
lowed use necessarily includes the loading
of the software into the computer’s random
access memory (“RAM”) by a MAI custom-
er. However, MAI software licenses do
not allow for the use or copying of MAI
software by third parties such as Peak.
Therefore, any “copying” done by Peak is
“beyond the scope” of the license.

It is not disputed that MAI owns the
copyright to the software at issue here,
however, Peak vigorously disputes the dis-
trict court’s conclusion that a “copying”
occurred under the Copyright Act.

The Copyright Act defines “copies” as:
material objects, other than phonorec-
ords, in which a work is fixed by any
method now known or later developed,
and from which the work can be per-
ceived, reproduced, or otherwise commu-
nicated, either directly or with the aid of
a machine or device.
17 US.C. § 101. ‘

The Copyright Act then explains:

A work is “fixed” in a tangible medium
of expression when its embodiment in a
copy or phonorecord, by or under the
authority of the author, is sufficiently
permanent or stable to permit it to be
perceived, reproduced, or otherwise com-

closure, copying, modification, reconfigura-
tion, augmentation, adaptation, emulation, vi-
sual display or reduction to visually percepti-
ble form or tampering....

(c) Customer Obligations. Customer ac-
knowledges that the Software is [MAI]'s valu-
able and exclusive property, trade secret.and
copyrighted material. -Accordingly, Customer
‘shall" ./ " (i) use the Software’.: . strictly as
‘prescribed  under  this. License, (ii) keep-the
Software ... confidential and not make [it]
available to others....

A representative diagnostic license agreement

provides in part:

6. Access/Non-Disclosure.

: Licensee shall not give access nor shall it
disclose the Diagnostics (in any form) ... to
any person ... without the written permis-
sion of [MAI]. Licensee may authorize not
more than three (3) of its bona fide employees
to utilize the Diagnostics ... if, and only if,
they agree to be bound by the terms hereof.



518

municated for a period of more than
transitory duration.

17 US.C. § 101.

[2]1 The district court’s grant of sum-
mary judgment on MAI’s claims of copy-
right infringement reflects its conclusion
that a “‘copying” for purposes of copyright
law occurs when a computer program is
transferred from a permanent storage de-
vice to a computer’s RAM. This conclusion
is consistent with its finding, in granting
the preliminary injunction, that: ‘“the load-
ing of copyrighted computer software from
a storage medium (hard disk, floppy disk,
or read only memory) into the memory of a
central processing unit (“CPU”) causes a
copy to be made. In the absence of owner-
ship of the copyright or express permission
by license, such acts constitute copyright
infringement.” We find that this conclu-
sion is supported by the record and by the
law.

Peak concedes that in maintaining its
customer’s computers, it uses MAI operat-
ing software “to the extent that the repair
and maintenance process necessarily in-
volves turning on the computer to make
sure it is functional and thereby running
the operating system.” It is also uncontro-
verted that when the computer is turned on
the operating system is loaded into the
computer’s RAM. As part of diagnosing a
computer problem at the customer site, the
Peak technician runs the computer’s oper-
ating system software, allowing the techni-
cian to view the systems error log, which is
part of the operating system, thereby en-
abling the technician to diagnose the prob-
lem.?

[3] Peak argues that this loading of
copyrighted software does not constitute a
copyright violation because the ‘“copy” cre-
ated in RAM is not “fixed.” However, by

4. MAI also alleges that Peak runs its diagnostic
software in servicing MAI computers. Since
Peak’s running of the operating software consti-
tutes copyright violation, it is not necessary for
us to directly reach the issue of whether Peak
also runs MAT's diagnostic software. However,
we must note that Peak’s field service manager,
Charles Weiner, admits that MAI diagnostic
software is built into the MAI MPx system and,
further, that if Peak loads the MAI diagnostic
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showing that Peak loads the software into
the RAM and is then able to view the
system error log and diagnose the problem
with the computer, MAI has adequately
shown that the representation created in
the RAM is “sufficiently permanent or sta-
ble to permit it to be perceived, reproduced,
or otherwise communicated for a period of
more than transitory duration.”

After reviewing the record, we find no
specific facts (and Peak points to none)
which indicate that the copy created in the
RAM is not fixed. While Peak argues this
issue in its pleadings, mere argument does
not establish a genuine issue of material
fact to defeat summary judgment. A par-
ty opposing a properly supported motion
for summary judgment may not rest upon
the mere allegations or denials in plead-
ings, but “must set forth specific facts
showing that there is a genuine issue for
trial.” Fed.R.Civ.Proc. 56(e); Anderson ».
Liberty Lobby, Inc., 477 U.S. 242, 248, 106
S.Ct. 2505, 2510, 91 L.Ed.2d 202 (1986);
Harper v. Wallingford, 877 F.2d 728 (9th
Cir.1989).

The law also supports the conclusion that
Peak’s loading of copyrighted software into
RAM creates a “copy” of that software in
violation of the Copyright Act. In Apple
Computer, Inc. v. Formula Int’l, Inc., 594
F.Supp. 617, 621 (C.D.Cal.1984), the district
court held that the copying of copyrighted
software onto silicon chips and subsequent
sale of those chips is not protected by
§ 117 of the Copyright Act. = Section 117
allows “the ‘owner’ ® of a copy of a comput-
er program to make or authorize the mak-
ing of another copy” without infringing
copyright law, if it “is an essential step in
the utilization of the computer program” or
if the new copy is “for archival purposes

software from whatever source into the comput-
er's RAM, that such loading will produce the
same copyright violation as loading the operat-
ing software.

5. Since MAI licensed its software, the Peak cus-
tomers do not qualify as “owners” of the soft-
ware and are not eligible for protection under
§ 117.
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only.” 17 U.S.C. § 117 (Supp.1988).* One
of the grounds for finding that § 117 did
not apply was the court’s conclusion that
the permanent copying of the software
onto the silicon chips was not an “essential
step” in the utilization of the software be-
cause the software could be used through
RAM without making a permanent copy.
The court stated:
RAM can be simply defined as a comput-
er component in which data and comput-
er programs can be temporarily record-
ed. Thus, the purchaser of [software]
desiring to utilize all of the programs on
the diskette could arrange to copy [the
software] into RAM. This would only be
a temporary fixation. It is a property of
RAM that when the computer is turned
off, the copy of the program recorded in
RAM is lost.

Apple Computer at 622.

While we recognize that this language is
not dispositive, it supports the view that
the copy made in RAM is “fixed” and quali-
fies as a copy under the Copyright Act.

We have found no case which specifically
holds that the copying of software into
RAM creates a “copy” under the Copyright
Act. However, it is generally accepted
that the loading of software into a comput-
er constitutes the creation of a copy under
the Copyright Act. See e.g. Vault Corp. v.
Quaid Software Ltd., 847 F.2d 255, 260
(5th Cir.1988) (“the act of loading a pro-
gram from a medium of storage into a
computer’s memory creates a copy of the
program”); 2 Nimmer on Copyright,
§ 8.08 at 8-105 (1983) (“Inputting a com-
puter program entails the preparation of a
copy.”); Final Report of the National
Commission on the New Technological
Uses of Copyrighted Works, at 13 (1978)
(‘“the placement of a work into a computer
is the preparation of a copy”). We recog-
nize that these authorities are somewhat

6. The current § 117 was enacted by Congress in
1980, as part of the Computer Softwaré Copy-
right Act.- This Act adopted the recommenda-
tions contained in the Final Report of the Na-
tional Commission on New Technological Uses of
Copyrighted Works  (“CONTU") (1978).
H.R.Rep. No. 1307, 96th Cong., 2d Sess., pt. 1, at
23. The CONTU was established by Congress in
1974 to perform research and make recommen-

troubling since they do not specify that a
copy is created regardless of whether the
software is loaded into the RAM, the hard
disk or the read only memory (“ROM”).
However, since we find that the copy creat-
ed in the RAM can be ‘“perceived, repro-
duced, or otherwise communicated,” we
hold that the loading of software into the
RAM creates a copy under the Copyright
Act. 17 US.C. § 101. We affirm the dis-
trict court’s grant of summary judgment as
well as the permanent injunction as it re-
lates to this issue.

B. Use of unlicensed software at head-
quarters

[4] It is not disputed that Peak has
several MAI computers with MAI operat-
ing software “up and running” at its head-
quarters. It is also not disputed that Peak
only has a license to use MAI software to
operate one system. As discussed above,
we find that the loading of MAI’s operating
software into RAM, which occurs when an
MAI system is turned on, constitutes a
copyright violation. We affirm the district
court’s grant of summary judgment in fa-
vor of MAI on its claim that Peak violated
its copyright through the unlicensed use of
MAI software at Peak headquarters, and
also affirm the permanent injunction as it
relates to this issue.

C. Loaning of MAI computers and
software

[51 MAI contends that Peak violated
the Copyright Act by loaning MAI comput-
ers and software to its customers. Among
the exclusive rights given to the owner of a
copyrighted work is the right to distribute
copies of the work by lending. -17 U.S.C.
§ 106(3). Therefore, Peak’s loaning of
MALI software, if established, would consti-
tute ‘a violation of the Copyright Act.

dations concerning . copyright protection for

.. computer programs. | The new § 117 reflects
the CONTU’s conclusion that:  “Because the
placement of a work into ‘a computer is the
preparation of a copy, the law should provide
that persons in rightful possession of copies of
programs be able to use them freely without
fear of exposure to copyright liability.” Final
Report at 13. ’
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[61 MAI argues that it is clear that
Peak loaned out MAI computers because
Peak advertisements describe the availabili-
ty of loaner computers for its customers
and Chiechi admitted that the available
loaners included MAI computers. Howev-
er, there was no evidence that a MAI com-
puter was ever actually loaned to a Peak
customer. Paul Boulanger, a Senior Field
Engineer at Peak, testified in his deposition
that he was not aware of any MAI systems
being loaned to Peak customers. or of any
customer asking for one. Charles Weiner,
a Field Service Manager at Peak, testified
in his deposition that he did not have any
knowledge of MAI systems being loaned to
customers. Weighing this evidence in the
light most favorable to Peak, whether Peak
actually loaned out any MAI system re-
mains a genuine issue of material fact.

[7,8]1 As a general rule, a permanent
injunction will be granted when liability has
been established and there is a threat of
continuing violations. See, National Foot-
ball League v. McBee & Bruno’s, Inc., 792
F.2d 726, 732 (8th Cir.1986); 3 Nimmer on
Copyright § 14.06[B] at 14-88. However
§ 502(a) of the Copyright Act authorizes
the court to “grant temporary and final
injunctions on such terms as it may deem
reasonable fo prevent or restrain infringe-
ment of a copyright.” 17 U.S.C. § 502(a)
(emphasis added). While there has been no
showing that Peak has actually loaned out
any MAI software, the threat of a violation
is clear as Peak has MAI computers in its
loaner inventory. The permanent injunc-
tion is upheld as it relates to this issue.

V. MISAPPROPRIATION OF TRADE
SECRETS )

[91 The district court granted summary
judgment in favor of MAI on its misappro-
priation of trade secrets claims and issued
a permanent injunction against Peak on
these claims. The permanent injunction
prohibits Peak from ‘“misappropriating, us-
ing in any manner in their business, includ-
ing advertising connected therewith,
and/or disclosing to others MAI's trade
secrets,” including: (1) MAI Customer Da-
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tabase; (2) MAI Field Information Bulle-
tins (“FIB”); and, (3) MAI software.

Peak argues that since MAI’s motion for
summary judgment only included argu-
ment regarding the customer database as a
trade secret that the grant of summary
judgment on the FIBs and software was
overbroad. However, in Celotex Corp. v.
Catrett, 477 U.S. 317, 106 S.Ct. 2548, 91
L.Ed.2d 265 (1986), the Supreme Court held
that “so long as the losing party was on
notice that she had to come forward with
all of her evidence,” summary judgment
can properly be entered. Id.. at 326, 106
S.Ct. at 25564. Although Celotex dealt with
the court’s authority to grant summary
judgment sua sponte, its notice analysis is
applicable to any summary judgment mo-
tion.

MAI argues that Peak had adequate no-
tice because, while MAI only presented ar-
gument regarding the customer database,
it moved for summary judgment on its
claims of misappropriation of trade secrets
generally, and, because MAI’s Statement
of Uncontroverted Facts included state-
ments that the FIBs and software were
trade secrets. We agree. However, we do
not agree with MAI’s contention that Peak
has waived its right to appeal summary
judgment on these issues by failing ad-
dress the merits in the district court.
Therefore, we reach the merits of the grant
of summary judgment on each trade secret
claim.

A. Customer Database

California has adopted the Uniform
Trade Secrets Act (“UTSA”) which codifies
the basic principles of common law trade
secret protection. Cal.Civ.Code §§ 3426-
3426.10 (West Supp.1993). To establish a
violation under the UTSA, it must be
shown that a defendant has been unjustly
enriched by the improper appropriation, use
or disclosure of a “trade secret.”

Peak argues both that the MAI Custom-
er Database is not a ‘“trade secret,” and
that even if it is a trade secret, that Peak
did not “misappropriate” it.

The UTSA defines a “trade secret” as:
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information, including a formula, pat-
tern, compilation, program, device, meth-
od, technique, or process, that:

(1) Derives independent economic value,
actual or potential, from not being gener-
ally known to the public or to other per-
sons who can obtain economic value from
its disclosure or use; and

(2) Is the subject of efforts that are rea-
sonable under the circumstances to main-
tain its secrecy.

Cal.Civ.Code § 3426.1(d) (West Supp.1993).

MALI contends its Customer Database is
a valuable collection of data assembled
over many years that allows MAI to tailor
its service contracts and pricing to the
unique needs of its customers and consti-
tutes a trade secret. '

[10,11] We agree that the Customer
Database qualifies as a trade secret. The
Customer Database has potential economic
value because it allows a competitor like
Peak to direct its sales efforts to those
potential customers that are already using
the MAI computer system. Further, MAI
took reasonable steps to insure the secrecy
to this information as required by the
UTSA. MAI required its employees to sign
confidentiality -agreements respecting its
trade secrets, including the Customer Data-
base. Thus, under the UTSA, the MAI
Customer Database constitutes a trade se-
cret.

We also agree with MAI that the record
before the district court on summary judg-
ment establishes that Peak misappropriat-
ed the Customer Database.

““Misappropriation” is defined under the
UTSA as:

(1) Acquisition of a trade secret of anoth-
er by a person who knows or has reason
to know that the trade secret was ac-
quired by improper means;? or °

(2) Disclosure or use of a trade secret of
another without express or implied con-
sent by a person who:

(A) Used improper means to acquire
knowledge of the trade secret; or

7. The UTSA defines “improper means,”.  as
“theft, bribery, misrepresentation, breach or in-
ducement of a breach of a duty to maintain

(B) At the time of disclosure or use,
knew or had reason to know that his or
her knowledge of the trade secret was:
(i) Derived from or through a person who
had utilized improper means to acquire it;
(i) Acquired under circumstances giving
rise to a duty to maintain its secrecy or
limit its use; or (iii) Derived from or
through a person who owed a duty to the
person seeking relief to maintain its se-
crecy or limit its use; or

(C) Before a material change of his or
her position knew or had reason to know
that it was a trade secret and that knowl-
edge of it had been acquired by accident
or by mistake.

Cal.Civ.Code § 3426.1(b) (West Supp.1993).

Peak contends that Francis never physi-
cally took any portion of MAI’s customer
database and that neither Francis nor any-
one under his direction put information he
had obtained from working at MAI in the
Peak database. However, to find misap-
propriation under the UTSA, this need not
be established. 4

[12] The UTSA definition of “misappro-
priation” has been clarified by case law
which establishes that the right to an-
nounce a new affiliation, even to trade
secret clients of a former employer, is basic
to an . individual’s right to engage in fair
competition, and that the common law right
to compete fairly and the right to announce
a new business affiliation have survived
the -enactment of the UTSA. American
Credit Indem. Co. v. Sacks, 213 Cal.
App.3d 622,262 Cal.Rptr. 92, 99-100 (Cal.
Ct.App.1989). However, misappropriation
occurs if information from a customer data-
base is used to solicit customers. Id.

{131 Merely informing a former employ-
er’s customers of a change of employment,
without more, is not solicitation. Id. 262
Cal.Rptr. at 99 (citing Aetna Bldg. Mainte-
nance Co. v. West, 39 Cal.2d 198, 246 P.2d
11 (1952)). However, in this case, Francis
did more than merely announce his new
affiliation with Peak. When Francis began

-secrecy, or espionage through electronic or oth-
er means.” Cal.Civ.Code § 3426.1(a) (West
Supp.1993). . ,
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working for Peak, he called MAI customers
whose names he recognized. Additionally,
Francis personally went to visit some of
these MAI customers with proposals to try
and -get them to switch over to Peak.
These actions constituted solicitation and
misappropriation under the UTSA defini-
tion. We affirm the district court’s grant
of summary judgment in favor of MAI on
its claim that Peak misappropriated its Cus-
tomer Database and affirm the permanent
injunction as it relates to this issue.

B. Field Information Bulletins

MAI argues summary judgment was
properly granted on its claim of misappro-
priation of the FIBs because the FIBs are a
valuable trade secret of MAI and the evi-
dence showed that the FIBs were being
used by Peak to operate a business compet-
ing unfairly with MAIL.

[14] We agree that the FIBs constitute
trade secrets. It is uncontroverted that
they contain technical data developed by
MAI to aid in the repair and servicing of
MAI computers, and that MAI has taken
reasonable steps to insure that the FIBs
are not generally known to the public.

[15] However, whether Peak has misap-
propriated the FIBs remains a genuine is-
sue of material fact. The only evidence
introduced by MAI to establish Peak’s use
of the FIBs is Peak’s advertisements claim-
ing that “Peak’s system specialists are spe-
cifically trained on the latest hardware re-
leases on MAI Basic Four.” MAI asserts
that if Peak did not use FIBs that this
claim would have to be false. However,
Weiner and Boulanger testified in their de-
positions that they had never seen a FIB at
Peak. Similarly, Boulanger, Robert Pratt
and Michael McIntosh & each testified that
they did not have any FIB information
when they left MAI. Weighing this evi-
dence in the light most favorable to Peak,
whether Peak used any of the FIBs re-
mains a genuine issue of material fact, and
the district court’s grant of summary judg-
ment on this claim of trade secret misap-
propriation is reversed and the permanent

8. Pratt and Boulanger are both computer tech-
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injunction is vacated as it relates to this
issue.

+C. Software

MALI contends the district court properly
granted summary judgment on its claim of
misappropriation of software because its
software constitutes valuable unpublished
works that allow its machines to be main-
tained. MAI argues that Peak misappro-
priated the software by loading it into the
RAM.

[16] We recognize that computer soft-
ware can qualify for trade secret protection
under the UTSA. See e.g., S.0.S., Inc. ».
Payday, Inc., 886 F.2d 1081, 1089-90 (9th
Cir.1989). However, a plaintiff who seeks
relief for misappropriation of trade secrets
must identify. the trade secrets and carry
the burden of showing that they exist.
Diodes, Inc. v. Franzen, 260 Cal.App.2d
244, 67 Cal.Rptr. 19, 22-24 (1968); see also
Universal Analytics Imnc. v. MacNeal-
Schwendler Corp., 707 F.Supp. 1170, 1177
(C.D.Cal.1989) (plaintiff failed to inform de-
fendant or the court “precisely which trade
secret it alleges was misappropriated”),
aff'd, 914 F.2d 1256 (9th Cir.1990).

“Here, while MAT asserts that it has trade
secrets in its diagnostic software and oper-
ating system, and that its licensing agree-
ments constitute reasonable efforts to
maintain their secrecy, MAI does not spe-
cifically identify these trade secrets. In his
Declaration, Joseph Perez, a Customer Ser-
vice Manager at MAI, stated that the diag-
nostic software “contain valuable trade se-
crets of MAIL” however, the Declaration
does not specify what these trade secrets
are. Additionally, we find no declaration
or deposition testimony which specifically
identifies any trade secrets. Since the
trade secrets are not specifically identified,
we cannot determine whether Peak has
misappropriated any trade secrets by run-
ning the MAI operating software and/or
diagnostic software in maintaining MAI
systems for its customers, and we reverse
the district court’s grant of summary judg-
ment in favor of MAI on its claim that

nicians who left MAI to work at Peak.
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Peak misappropriated trade secrets in its
computer software and vacate the perma-
nent injunction as it relates to this issue.

VI. BREACH OF CONTRACT

The district court granted summary
judgment in favor of MAI on its breach of
contract claim against Eric Francis. It is
clear from the depositions of Francis and
Chiechi that Francis solicited customers
and employees of MAI in breach of his
employment contract with MAI, and we
affirm the district court’s grant of sum-
mary judgment on this issue and affirm the
permanent injunction as it relates to this
claim.

VII. PRELIMINARY INJUNCTION

A. Trademark Infringement

In granting the preliminary injunction,
the district court found that Peak adver-
tisements that “MAI Basic Four” comput-
ers are part of “Peak’s Product Line” im-
ply that Peak is a MAI dealer for new
computers and constitute trademark in-
fringement. The district court also found
that: “Such acts are likely to cause confu-
sion, mistake or deception in that potential
purchasers of MAI computers and/or main-
tenance services will be led to believe that
Peak’s activities are associated with or
sanctioned or approved by MAL”

Peak claims that the district court erred
in granting the preliminary injunction be-
cause it did not apply the legal tests estab-
lished by the Ninth Circuit to evaluate
whether a likelihood of confusion existed.
See e.g., J.B. Williams Co. v. Le Conte
Cosmetics, Inc., 523 F.2d 187, 191 (9th
Cir.1975) (five factor test to determine like-
lihood of confusion) cert. denied, 424 U.S.
918, 96 S.Ct. 1110, 47 L.Ed.2d 317 (1976);
AMF, Inc. v. Sleekcraft Boats, 599 F.2d
341, 348-49 (9th Cir.1979) (eight factor
test). However, the district court was not
required to consider all these factors. As
we recognized in Apple Computer, Inc. v.
Formula Int’l, Inc., 725 F.2d 521 (9th Cir.
1984):

[Iln granting a preliminary injunction,

the parties will not have had a full oppor-

tunity to either develop or present their

cases and the district court will have had
only a brief opportunity to consider the
different factors relative to the likelihood
of confusion determination.... The ap-
propriate time for giving full consider-
ation to [these factors] is when the mer-
its of the case are tried.

Id. at 526 (citations and quotations omit-
ted). :

Peak has not shown how the district
court clearly erred in its preliminary trade-
mark conclusions. Accordingly, the district
court did not abuse its discretion and this
portion of the preliminary injunction is up-
held.

B. False Advertising

[17] In granting the preliminary injunc-
tion, the district court found that “Peak’s
advertising ... falsely misleads the public
as to Peak’s capability of servicing and
maintaining MAI computer systems.” The
injunction prohibits Peak from ‘‘advertis-
ing, directly or indirectly, that MAI Basic
Four is part of Peak’s Product line, that
Peak has ‘satellite facilities,” and/or that
Peak’s technicians are ‘specifically trained
on the latest hardware releases of MAL’”’

Peak argues that these representations
in its ads are not false. However, the
district court’s findings are supported by
the record. Depositions show that Peak is
not an authorized MAI dealer, that its tech-
nicians receive no ongoing training and
that its “satellite facilities” are actually
storage sheds. Perhaps the storage sheds
could be legitimately characterized as satel-
lite facilities, but the district court’s conclu-
sion otherwise was not clearly erroneous.
Accordingly, the district court did not
abuse its discretion and this portion of the
preliminary injunction is upheld.

VIII. CONCLUSION

The following sections of the preliminary
injunction issued by the district court on
April 15, 1992 have been mooted by that
court’s issuing of a permanent injunction:

Section (A)(1), enjoining defendants from
infringing MAI’s copyrights; Section (A)(2)
enjoining defendants from misappropriat-
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ing MAI trade secrets; Section (A)(3) en-
joining defendants from maintaining MAI
computers; Section (A)(4) enjoining defen-
dants from soliciting customers; and, Sec-
tion (A)5) enjoining defendants from main-
taining certain customer contracts.

The remainder of the district court’s pre-
liminary injunction shall remain in effect
pending the district court’s final judgment.
Earlier orders of this court temporarily
staying portions of the injunction are vacat-
ed. :

The permanent injunction issued by the
district court on February 2, 1993, is vacat-
ed to the following extent:

Section (A)(2)(a), enjoining defendants
from “misappropriating ... MAI's trade
secrets” is vacated as it relates to MAI's
software and MAT’s Field Information Bul-
letins. '

The remainder of the permanent injunc-
tion shall remain in effect. Earlier orders
of this court temporarily staying portions

- of the injunction are vacated.

The district court’s grant of summary
judgment is AFFIRMED in part and RE-
VERSED in part. This case is REMAND-
ED for proceedings consistent with this
opinion.
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Defendant was convicted in the United
States District Court for the Central Dis-

991 FEDERAL REPORTER, 2d SERIES

trict of California, Dickran M. Tevrizian,
Jr., J., and sentenced under the Armed
Career Criminal Act, and he appealed. The
Court of Appeals, David R. Thompson, Cir-
cuit Judge, held that: (1) three prior felony
convictions which were rendered on one
date and resulted in one sentence could be
separately counted to establish defendant’s
status as armed career criminal; (2) defen-
dant was entitled to collaterally attack the
prior convictions; but (3) there was nothing
which should have caused judges who ac-
cepted defendant’s guilty pleas to doubt his
competence or to inquire further.

Affirmed.

1. Criminal Law ¢=1202.14

Three convictions which were entered
on one date and resulted in one sentence
could be separably counted for purposes of
determining defendant’s armed career
criminal status where convictions arose out
of separate and distinct criminal episodes.
18 U.S.C.A. § 924(e).

2. Courts &90(2)

Panels not sitting en banc may not
overturn  Ninth  Circuit  precedent.
F.R.A.P.Rule 35, 28 U.S.CA.

3. Criminal Law ¢=1134(6)

Court of Appeals may affirm court de-
cision of district court in criminal proceed-
ing even though decision is based on inap-
propriate ground. C

4. Criminal Law ¢=1202.10(4)

Defendant charged under armed ca-
reer criminal law is entitled to collaterally
attack prior convictions. 18 TU.S.C.A.
§ 924(e).

5. Criminal Law ¢=625.10(2.1, 4)

Court reviewing record for evidence of
defendant’s competence in prior proceeding
must determine whether evidence of incom- -
petence was such that reasonable judge
would be expected to experience genuine
doubt respecting defendant’s competence;
if judge should have had such genuine
doubt, due process required court, on its



