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fired, he had an Iconix employee upload source code that belonged to Iconix to a rockmyspace
server. Supp. Mot. at 13 (citing Wan Decl., Ex. A, 118-19, 123-24 (Shen Dep.)). In their
Opposition, Tokuda and Shen do not dispute Plaintiff’s evidence, but merely claim that the code
that Shen had an employee upload to a rockmyspace server was “based entirely off an open
source platform called Mambo” and is separate from Iconix’s email plug-in and web services
code. Tokuda and Shen Opp. at 31. Tokuda and Shen describe Shen’s conduct as a “momentary
lapse of judgment” and state that Shen “never reviewed or accessed the uploaded materials.” 1d.
(citing Shen Decl. at 1 4).

On balance, Plaintiff has provided convincing evidence of violations of California’s
Unfair Competition Law.

2. Irreparable Harm

For the reasons stated above, Plaintiff has shown probable success on the
merits of it’s various claims. For the reasons stated below, Plaintiff also succeeds in showing
irreparable injury.

Plaintiff argues that irreparable harm should be presumed in this case: "A copyright
plaintiff who makes out a prima facie case of infringement is entitled to a preliminary injunction
without a detailed showing of irreparable harm.” Triad Sys. Corp. v. Southeastern Express Co.,
64 F.3d 1330, 1335 (9th Cir. 1995). "To make its required showing of copyright infringement,
[the plaintiff] must prove (1) ownership of the copyrights and (2) copying of an expression
protected by those copyrights.” Triad, 64 F.3d at 1335. In the instant case, Plaintiff has made
out a prima facie case of copyright infringement, presenting proof of 1) ownership of the
copyright—both through its copyright registration and its Proprietary Agreements—and 2)
infringement by Defendants through at least mid-May 2006. 17 U.S.C. § 410 ("In any judicial
proceedings the certificate of a registration made before or within five years after first
publication of the work shall constitute prima facie evidence of the validity of the copyright and

of the facts stated in the certificate."). Because Plaintiff has demonstrated a reasonable
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likelihood of success as to it’s prima facie case of copyright infringement, Plaintiff is entitled to

a presumption of irreparable harm .

3. Scope of the Preliminary Injunction and Determination of the Bond
a. Scope of the Preliminary Injunction

The Ninth Circuit has held that "an injunction must be narrowly tailored . . . to remedy
only the specific harms shown by the plaintiffs, rather than 'to enjoin all possible breaches of the
law." Price v. City of Stockton, 390 F.3d 1105, 1117 (9th Cir. 2004). See also National Railway
Labor Conference v. International Assoc. of Machinists and Aerospace Workers, 830 F.2d 741
(7th Cir. 1987) (reviewing a district court's decision to grant a preliminary injunction to
determine "whether the scope of the injunctive provisions is wider than that necessary to prevent
irreparable harm"). As explained above, Plaintiff has succeeded only in showing irreparable
harm arising out of past acts of copyright infringement. The Court must therefore narrowly
tailor its preliminary injunction to remedy that particular harm. The Ninth Circuit has held that
"the basic function of a preliminary injunction is to preserve the status quo pending a
determination of the action on the merits." Dep't of Parks & Rec. v. Bazaar Del Mundo, Inc.,
448 F.3d 1118, 1124 (9th Cir. 2006) (quotation omitted). "[T]he status quo is not simply any
situation before the filing of the lawsuit, but rather the last uncontested status that preceded the
parties' controversy." Id. (quoting GoTo.Com, Inc. v. Walt Disney Co., 202 F.3d 1199, 1210 (9th
Cir. 2000). In GoTo.Com, a trademark infringement case, the Ninth Circuit held that the status
quo which was to be preserved by the district court's preliminary injunction “existed before [the
defendant] began using its allegedly infringing logo." GoTo.Com, 202 F.3d at 1210.

Plaintiff seeks the injunctive relief described in note 4. However, this relief is not
narrowly tailored to preserve the status quo that preceded Defendants' copyright infringement,
but is instead drafted broadly to also address the alleged harms for breach of the Proprietary

Agreements, breach of fiduciary duty, and violation of the Unfair Competition Law.
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First, Plaintiff fails to show, let alone argue, that Plaintiff's proposed constructive trust on
Defendants' assets, revenues, and profits is narrowly tailored to the irreparable harm arising out
of copyright infringement. To the contrary, in support of its argument for a constructive trust,
Plaintiff cites a treatise referring to Plaintiff's breach of fiduciary duty claims: "Where a
fiduciary is found to have usurped a corporate opportunity, courts will ordinarily impose a
constructive trust on the property that is the subject of the claim.” Iconix’s Brief on Scope of
Prelim. Inj. at 1 (citing Balotti, DELAWARE LAW OF CORPORATIONS & BUSINESS
ORGANIZATIONS 8 4.36 (2006)). Similarly, Plaintiff fails to show, let alone argue, that the
following three conditions of its proposed preliminary injunction are narrowly tailored to the
irreparable harm arising out of copyright infringement: 1) prohibiting Defendants from "selling,
licensing, or transferring the domain names rockmyspace.com or rockyou.com, and from using
such domain names except in conjunction with the continuing operation of the website"; 2)
permitting Defendants to operate the rockyou.com website only under the management of
Plaintiff's CEO; and 3) prohibiting Defendants "from taking any action intended to impair the
rockyou.com website or its user base, encourage rockyou.com users to migrate to another
website, or discourage rockyou.com users from migrating to a website operated by Iconix." To
the contrary, Plaintiff justifies these requests largely on the basis of its claims for breach of the
Proprietary Agreements and breach of fiduciary duty. Iconix's Brief on Scope of Prelim. Inj. at
3-4 ( "When a fiduciary seizes a corporate opportunity for himself 'the corporation may claim for
itself all benefits so obtained." Sequoia Vacuum Sys. v. Stransky, 229 Cal. App. 2d 281, 286
(Cal. Ct. App. 1964). Further, under their Agreements with Iconix, Defendants agreed to
disclose, assign, and transfer to Iconix 'any and all ideas, concepts, inventions, discoveries,
developments, know-how, structures, designs, formulas . . . ."").

By contrast, the following condition proposed by Plaintiff is narrowly tailored to preserve
the status quo in regard to Plaintiff's claim of copyright infringement: "All Defendants, their

officers, directors, employees, servants, agents, and all persons in active concert and
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participation with any of them are prohibited from: infringing Iconix's copyrights pursuant to 17
U.S.C. section 106 in any software code developed by [D]efendants or anyone acting in concert
with them during the time they were employed by Iconix." While Defendants do not address, in
any significant detail, Plaintiff’s Third Revised Proposed Order, Defendants refer to the
following language, from Plaintiff’s Second Revised Proposed Order, as creating an overbreadth
problem: “All Defendants . . . are prohibited from . . . making use of, transferring, distributing, or
reproduce, the software code for the customizable animated slide show tool or any works based
upon or derived therefrom.” Plaintiff's Second Revised Proposed Order. Admittedly, this
prohibition from Plaintiff's Second Revised Proposed Order could be interpreted to apply to

more than just Plaintiff's copyrighted code and derivative works*? of that copyrighted code.

1117 U.S.C. § 106 states as follows:

Subject to sections 107 through 122 [17 U.S.C 88 107 through 122], the owner of
copyright under this title has the exclusive rights to do and to authorize any of the
following:

(1) to reproduce the copyrighted work in copies or phonorecords;

(2) to prepare derivative works based upon the copyrighted work;

(3) to distribute copies or phonorecords of the copyrighted work to the public by sale or
other transfer of ownership, or by rental, lease, or lending;

(4) in the case of literary, musical, dramatic, and choreographic works, pantomimes,
and motion pictures and other audiovisual works, to perform the copyrighted work
publicly;

(5) in the case of literary, musical, dramatic, and choreographic works, pantomimes,
and pictorial, graphic, or sculptural works, including the individual images of a
motion picture or other audiovisual work, to display the copyrighted work publicly;
and

(6) in the case of sound recordings, to perform the copyrighted work publicly by means
of a digital audio transmission.

12 To qualify as a derivative work, the Ninth Circuit has held that 1) the work must exist
in a "concrete or permanent form,” 2) the work must substantially incorporate protected material
from the preexisting work, and 3) the work must "be considered an infringing work if the
material which it has derived from a preexisting work had been taken without the consent of a
copyright proprietor of such preexisting work." Micro Star v. Formgen Inc., 154 F.3d 1107,
1100-12 (9th Cir. 1998). To prove infringement, it must be shown that works are "substantially
similar" in both ideas and expressions. Id. at 1112. Pursuant to 17 U.S.C. § 106, the copyright
holder has the "exclusive rights" to "authorize” and "prepare derivative works based upon the
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Defendants' concerns should be resolved by Plaintiff’s language in the Third Revised Proposed
Order, which 1) specifically identifies the copyrighted code subject to the proposed preliminary
injunction and 2) narrowly tailors the protections surrounding that code to enforce Plaintiff's
rights under 17 U.S.C. 8 106. It is not unusual for courts to prohibit infringement—including
infringement pertaining to derivative works, see note 12—in preliminary injunctions for alleged
copyright infringement. In LGS Architects, the Ninth Circuit held, "Because [the plaintiff] is
likely to succeed on the merits of its copyright infringement claim, the district court is directed to
enter a preliminary injunction prohibiting [the defendant] from reproducing, distributing,
publicly displaying, or creating derivative works based upon [the plaintiff's] architectural plans.”
LGS Architects Inc. v. Concordia Homes of Nevada, 434 F.3d 1150 (9th Cir. 2006). Similarly, in
Cybermedia, a copyright infringement case, Judge Fogel issued a preliminary injunction which
ordered as follows:

Defendants, their officers, directors, employees, servants, agents, and all persons

in active concert and participation with any of them who receive actual notice of

this Order are prohibited from directly or indirectly infringing CyberMedia's

copyrights in the Unlnstaller program, and from selling, licensing, leasing,

transferring, distributing, reproducing, manufacturing or advertising any version

of Norton Uninstall Deluxe, or any other works derived therefrom . . . .
Cybermedia, Inc. v. Symantec Corp., 19 F. Supp. 2d 1070, 1080 (N.D. Cal. 1998) (Fogel, J.).

Plaintiff's request for relief goes too far, however, in requesting that the preliminary
injunction

preclud[e] Defendants from using "the current version of software for the

customizable animated slideshow tool and the rockyou.com website™ . . . . and

"operating the website rockyou.com” . . . . and "making use of a customizable,

animated slideshow tool that is designed to allow a user to create slideshows that

are portable and can be pasted into another website environment or transmitted by

e-mail."”
Iconix's Brief on Scope of Prelim. Inj. at 4-6. Plaintiff premises these requests a) on its argument
that Defendants continue to infringe Plaintiff's copyrights and b) its claim for breach of the

Proprietary Agreements. First, to the extent that Defendants continue to infringe Plaintiff's

copyrighted work."
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copyright, an order prohibiting copyright infringement provides sufficient relief. This is
particularly true in light of the insufficiency of the evidence provided to the Court (discussed
above) on the matter of whether and how Defendants continue to infringe Plaintiff's copyright.
Defendants claim that the new code used by Defendants is "not substantially similar to the code
that Iconix registered.” Def. Mem. Scope of Inj. at 4. Second, to the extent that Plaintiff's
proposals rely on Plaintiff's claim for breach of the Proprietary Agreements, they are not
narrowly tailored to preserve the status quo in regard to Plaintiff's claim of copyright
infringement.

Finally, Plaintiff's proposed preliminary injunction requests that Defendants deliver to
counsel for Plaintiff, or erase, all copies of:

(a) any and all software relating to the customizable, animated slideshow tool, or

the rockyou.com website that were created by Defendants, or anyone acting in

concert with them during the time they were employed by Iconix, and all works

derived therefrom;

(b) all versions of the software code for the customizable, animated slideshow
tool;

However, Defendants' counsel shall retain one copy of each of the above to be
used for litigation, and not operational, purposes only . . . .

Plaintiff argues this relief requires Defendants to return "code developed at Iconix only."
Iconix's Brief on Scope of Prelim. Inj. at 6. For support, Plaintiff cites to Cybermedia, in which
Judge Fogel ordered that the defendants deliver to Plaintiff's counsel "any and all copies of [the
infringing software product] or any works derived therefrom™ and "any and all copies of source
code for any version of [the software bearing a copyright], excluding copies of . . . source code
provided to Defendants' counsel in connection with this action.” Cybermedia, 19 F. Supp. 2d at
1080-81. However, Plaintiff's request here is much broader than the order in Cybermedia,
including software that may not infringe on Plaintiff's copyright. The Court thus follows the
example of Cybermedia in drafting this provision narrowly to refer only to the copyrighted
software and derivative works of that software.

Limiting the scope of the preliminary injunction in the manner described above is in
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accord with the spirit of Defendants’ proposal that the “appropriate injunctive relief at this time
is to preclude Defendants from using the technology that Plaintiff purports to own.” Def. Mem.
Scope of Inj. at 1-2. Defendants' specific proposal is unacceptable because it allows for a
prohibition of the use, sale, licensing, or transfer of the domain rockmyspace.com: this
protection is not narrowly tailored to the harm of copyright infringement. Apart from this issue,
however, Defendants agree to the broad outline of relief described by the Court above: their
proposed preliminary injunction would enjoin use, transfer, distribution, or
reproduction—activities all covered under 17 U.S.C. 8§ 106, see note 11—of Plaintiff's
copyrighted code and would require Defendants to return to Plaintiff or erase all copies of
Plaintiff's code, except that Defendants' counsel shall be permitted to retain one copy of any such
software code to be used for litigation, and not operational, purposes only.

The final scope of the preliminary injunction approved by the Court, based on this
analysis, is set forth below, in the Conclusion.

b. Bond

Pursuant to Federal Rule of Civil Procedure 65(c),

No restraining order or preliminary injunction shall issue except upon the giving

of security by the applicant, in such sum as the court deems proper, for the

payment of such costs and damages as may be incurred or suffered by any party

who is found to have been wrongfully enjoined or restrained. No such security

shall be required of the United States or of an officer or agency thereof.
The Ninth Circuit has held "that a party has been wrongfully enjoined within the meaning of
Rule 65(c) when it turns out the party enjoined had the right all along to do what it was enjoined
from doing.” Nintendo of Am. v. Lewis Galoob Toys, 16 F.3d 1032, 1036 (9th Cir. 1994).

Defendants state that only a nominal bond would be required if the preliminary
injunction were limited to Defendants' Proposed Order. 1d. at 2. While Defendants' proposed
order does not expressly cover derivative works, as explained above, its prohibition on

"reproducing” Plaintiff's copyrighted code appears to implicitly cover derivative works: as noted

in Note 12, a derivative work "must substantially incorporate protected material from the
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preexisting work." Micro Star v. Formgen Inc., 154 F.3d 1107, 1100-12 (9th Cir. 1998).
Further, Defendants have not expressed any concern about a preliminary injunction that would
cover derivative works. Again, Defendants claim that the new code used by Defendants is "not
substantially similar to the code that Iconix registered.” Def. Mem. Scope of Inj. at 4. Tokuda
has stated, "We have no intention of using any code created by anyone while at Iconix. That
code has all been completely re-written by outside parties.” Tokuda Supp. Decl. at { 27.
Therefore, according to Defendants' allegations, the software currently used by Defendants
would not constitute a derivative work of Plaintiff's copyrighted software. See note 12.
Defendants concerns are targeted, instead, at Plaintiff's request for some operational control of
RockYou and prohibitions on Defendants' use of non-infringing software. “Should the Court
enjoin the use of any software, other than the copyrighted software, it would shut RockYou
down, and an appropriate bond should be nothing less than $27,965,000.” Def. Mem. Scope of
Inj. at 7. Specifically, Defendants express concern that a preliminary injunction will force
Defendants to 1) surrender operation control of the RockYou website and require regular
reporting to Plaintiff on all important business decisionmaking, 2) operate under a constructive
trust, and 3) preclude Defendants from creating non-infringing software. Id. at 1, 4-5. Because
Defendants do not challenge Plaintiff’s wish to protects the rights granted to it as a copyright
holder, pursuant to 17 U.S.C. § 106, it appears that Defendants do not request anything more
than a nominal bond for the preliminary injunction described in full detail below.

Defendants do not clarify what would constitute a "nominal bond.” Plaintiff proposes a
"nominal bond of up to $50,000" for the relief described in note 4. At the hearing on this matter,
Plaintiff also referred a bond of up to $100,000 as being "nominal.” However, where Defendants
claim that they are not infringing Plaintiff's rights as a copyright holder and where the
preliminary injunction issued by the Court is a subset of the relief sought by Plaintiff, it does not
appear necessary to order a bond valued in the upper reaches of the range approved as "nominal”

by Plaintiff. In Cybermedia, Judge Fogel based his determination of an appropriate bond on the
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lost profits and expenses that the defendant would incur from the imposition of the preliminary
injunction which barred use and sale of defendant's infringing software and ordered a recall of all
unsold copies. Cybermedia, 19 F. Supp. 2d at 1079-80 (ordering a bond in the amount of
$1,630,000). In the instant case, Defendants claim that they are not using the code that would be
protected by the preliminary injunction; therefore, there is no need to calculate a bond based on
lost profits or expenses that would result from imposition of the preliminary injunction. In light
of the above, a bond in the amount of $10,000 appears appropriate—falling within the range
provided by Plaintiff's understanding of the term "nominal” (to which Defendants have not
objected) and providing the "nominal™ security that Defendants seek.

CONCLUSION

In view of the Defendants’ objection to the new evidence and argument in Plaintiff’s
Reply, the Court accepts the supplemental declarations filed with Defendants’ objection, thus
providing Defendants with a chance to respond. Further, because paragraph 9 of the Tokuda
Declaration and paragraph 49 of the Shen Declaration are barred by the parol evidence rule, the
Court SUSTAINS Plaintiff’s objections to these paragraphs and STRIKES these paragraphs.
The Court DENIES all other objections as MOOT, as the Court has not relied on other materials

to which Plaintiff or Defendants object.

IT IS HEREBY ORDERED, for the reasons stated above, that the Court GRANTS IN

PART Plaintiff's Motion for Preliminary Injunction as follows:

1) All Defendants, their officers, directors, employees, servants, agents, and all persons in
active concert and participation with any of them are prohibited from making use of,
transferring, distributing or reproducing any implementations of technology, including software
code, created by any person while that person was an employee of Iconix, Inc.

2) All Defendants, their officers, directors, employees, servants, agents, and all persons in
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active concert and participation with any of them are prohibited from infringing Plaintiff's
copyrights, pursuant to 17 U.S.C. § 106, in any software code developed by Defendants or
anyone acting in concert with them during the time they were employed by Plaintiff;

3) Within 10 days of service of this Order, Defendants are required to deliver to counsel
for Plaintiff, and to erase, any and all copies of software that would infringe Iconix’s copyrights,
pursuant to 17 U.S.C. § 106, in any software code developed by Defendants or anyone acting in
concert with them during the time they were employed by Plaintiff; except that Defendants'
counsel shall be permitted to retain one copy of any such software code to be used for litigation,
and not operational, purposes only.

4) Defendants are prohibited from using, selling, licensing or transferring the domain
name rockmyspace.com.

5) Within 20 days of service of this ORDER, each Defendant shall file with the Court and
serve upon counsel for Plaintiff a sworn affidavit detailing the manner in which that Defendant
has complied with this Order.

This Order shall become effective immediately upon Plaintiff's posting of a bond in the

amount of $10,000.

IT IS SO ORDERED.

Dated: 9/25/06 SAUNDRA BROWN ARMSTRONG
United States District Judge
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