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: Déar Lucio:

, .SCO holds thc nghts ta the UNIX opcraxmg system soﬁware ongmaﬂy licensed by
AT&T . to. apprommatcly 16,000 companies and ‘institutions worldwide -(the “UNIX
. 'Licenses™: The vast majarity of UNIX softwdre used in enterprise. apphcauons todayis .
- a-denvative work of the software orginally distabuted under our UNIX Licenses. Like - - -
you, we have an obligation to our shareholders ta protect . our mtellcctuzl property and -
other valuablc nghts . .-

“In recent years, a UNIX—hkc Opcratmg system has. cmcrged and has been. dlsmbuted m -
the enterpdse marketp}ace by various. software vendors. ‘This system is called Linux. Wc
bclxcvc that anux is, in matcnal part an unauthonzcd derivative of UNIX .

'As you may know thc dcvclopmcnt proccss for Lmux has. dxtfered subsmnmally from the
’ dcvc]opmcnt process_for other entcrprisc apcrating systcms Commercial software is-
built by carefully selected ‘and screened teams “of programmeis working. to build-
- proprictary, secure-'software. - This process is desigued. to. monitor the sccunty and _
OWRCI‘Shlp of mtellcctual property nghts assocxatcd with the codc o

By contrast, much of Linux has ‘been buxlt from con(r{buttons by Aumeraus unrf:latcd and -
unknown software developers, each contributing & small section. of code. - There is no .
- mechanism inherent in the Linux development process to assure that intellectual propcrty o
- rights, confidentjality or security are protected. The Linux process does mot prevent -
. "~_mclusxon of code that. has been stolcn oumghtg or dcvclopcd by 1mprope:r usc of .
S propnctaxy mcthods and concepcs . ) . B .
_ Many Lmux conm’butors were ongmally UNIX dcvdopers who had 2écess o UNDC- :
saurce code distributed by AT&T ‘and were subject to conﬁdenuahty agreements,
 including confidentiality of the methods -and concepts involved in softwarc design. We -
-have evidence that porttions of UNIX System V' software code. tiave been copied into
"Linux and that additional other portions. of UNIX System V software code have been -
modificd and coplcd into Linux. seermingly for the purposcs of obfuscatmg their Ongmdl ;
source. .
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As’ & consequence df Linux's unrestricted authorimg process, it is miot surprising "that L
Linux distibutors do not warrant the legal integrity of the Linux code provided to
custormers. Therefore legal liabilicy ‘that may adse from the Linux development process

~. may also rest with the end user, o o '

. We believe that Linux infringes ‘on our UNIX intellectual property and other nghts. We.
intend to aggressively protect and enforce these rights. - Cansistent with this efforr, on’
© March 7, we tnitiated.legal action against IBM for aileged unfair competition and breach
- of contract with respect to our UNIX rights. ‘This case is pending in Utah Pedecal District
Court. .As you are aware, this case has been widely reported and commented upon in the
-press.. If you would like additional information, 2 copy of the complaint’ and respanse .
- may be viewed at our web site at WWW.SC0.conscosouree. o C

- For the reasans explained abave, we have also. announced the suspension of our own
-~ Linux-related activities until the issues surrounding Linux intellectud] property and the
- attendant risks are.better understaod and propetly resalved. - o _
* - Similar to analogous efforts underway in thie music industry, wé are prepared to take -all
actions necessary to stop the Gngoing viclation of our intellectual property. or other rghts.
~ SCO’'s actions may prove unpopular with those wha Wwish to advance or.atherwise benefit
- from Linux as a free sofrware system for use in euterprise applications. However, otir
property and cantract rights are important and valuable: not only to us, but ta .every .
- .individual and every company whose livclihood depends on the continued viability of .
* intellectual and intangible property rights in 2 digital'agc. S .
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