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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF TENNESSEE
AT KNOXVILLE

SNMP RESEARCH, INC. and )
SNMP RESEARCH INTERNATIONAL, INC., )
)
Plaintiffs, )
)
V. ) No.: 3:12-CV-117
) (VARLAN/SHIRLEY)
AVAYA, INC., )
)
Defendant. )

MEMORANDUM OPINION

This matter is before the Court onfegledant Avaya Inc.’s (“Avaya”) Motion to
Dismiss or, in the Alternativep Transfer [Doc. 16], invhich Avaya moves the Court to
dismiss the case or transfer ttese to the United States DistrCourt for the District of
Delaware. Plaintiffs submitted a responseopposition to themotion [Doc. 25], to
which Avaya replied [Doc. 41].Both parties submitted multg exhibits and affidavits
along with the pleadings. For the reasond@eh herein, Avaya’s motion [Doc. 16] will
be GRANTED to the extent thathis case will bBERANSFERRED to the United States
District Court for the District of Delaware.

l. Facts

The dispute in this case arises frongdnse Agreement LDR-C36E (the “License
Agreement”), effective March 14, 1995, and entered int@layntiff SNMP Research
International (“SNMPRI”) and Avaya conceng the use of certain software, the

copyrights for which are owned by SNMPRENMPRI is a Tennessee corporation that
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markets, licenses, and progsl support for software developed by plaintiff SNMP
Research (“SNMPR”) [Doc. 25-8 6]. SNMPR created ttmponents for the software
that were licensed tAvaya pursuant to thLicense Agreementd.  7].

SNMPRI holds copyrights to “collectiorsnd compilations of various files” that
make up the software it knses to various usensl]. SNMPR holds the copyrights to
the underlying files themselves. Dr. Jeffr€gse is the founder, President, and Chief
Technology Officer of SNMPRId. T 1]. Mary Case, Dr. Case’s wife, is the President
and Chief Executive Officer of SNMPRId[ 1 6]. Both companies are headquartered on
the Case’s farm, although the two companiesaogerated “as distinct corporations, with
no common officers, common directors, or common employéeg3.’ [Dr. Case consults
with SNMPRI and works witlthe customers who license their products from SNMPRI
[Id. 1 9]. Dr. Case is responsible for SNRIP license agreement and subsequent
relationship with Avag [Doc. 25-7 { 12].

Prior to the dispute in this case, Agagnd SNMPRI became parties to another
license agreement after Avaymirchased certain softwafeom a third party, Nortel
Networks [Doc. 17 at 2]. Avaya and SNMP&tempted to negotiate terms for a new
license agreement governing that software faiéd to do so, at which time plaintiffs
jointly filed an adversary proceedj against Avaya and otherslinre Nortel Networks,
Inc., No. 09-10138, Adv. Proc. Nb1-53454 (Bankr. D. Defiled Nov. 3, 2011)), which
Is currently pending in the United StatesnBauptcy Court for the District of Delaware

(“the bankruptcy action”).



On November 1, 2011, when SNMPRiformed Avaya that it was filing a
complaint in the bakruptcy action, SNMPRI also alleged that Avaya had recently either
underreported the royalties owed to SNMPRI under thenseégreement or had failed
to report them altogether [Doc. 16-6 at Jpecifically, SNMPRI alleged that Avaya had
not paid royalties since 2009, which cong&tlia breach of the License Agreemédat &t
3]. Further, SNMPRI stated that it believAvaya was using software for which it did
not have a license at all and advised Avayd thnauthorized use of SNMP software is a
breach of the [License] Agreementd]]. Pursuant to the tense Agreement, Avaya
was given 45 days to cutbe alleged breach by meetiadist of demands set forth by
SNMPRI [d. at 3-4]. Avaya subsequently attempted to negotiate with SNMPRI and
attended a meeting in December 2011 wHeNMPRI and Avaya agreed to form a
“standstill agreement” that would give tlparties more time to discover how much
Avaya actually owed SNMPRI through variooseans of forensic analysis and would
prevent SNMPRI from terminating thedanse Agreement [Doc. 17 at 4].

On January 6, 2012, Ms. Case, agsklent of SNMPRI, and Dr. Case, as
President of SNMPR, sent a draft standstiteagnent to Avaya [Do@5-4]. Along with
provisions for an audit of the softwareveoed by the License Agreement, the draft
contained various terms @ how SNMPRI would calcate the royalties owed and
stated that plaintiffs wodlnot pursue their rights against Avaya unless the negotiations

broke down, at which time thegould pursue their rights afteroviding notice to Avaya



[Id. at 2]. On January 26, 2012vaya responded with aneeltronically revised version
of the standstill agreeamt [Doc. 25-5].

On February 1, 2012, counsel for pldiistisent a letter téd\vaya notifying Avaya
that SNMPRI was terminating the Licenserégment [Doc. 16-7 at 2]. Nevertheless,
negotiations as to the standstill agreement continued, andbounalfe 8, 2012, plaintiffs
sent another revision of the draft agreenjbric. 25-6]. This draft added various terms
unfavorable to Avaya, including that Avaya abulot assert the statuof limitations as a
defense to any claim brought by plaintiffigl.[at 3]. The parties attempted further
negotiations that ended on Fedary 13, 2012 [Doc. 17 at 6].

The next day, Avaya filed suit against @RRI in the United Sttes District Court
for the District of DelawareAvaya, Inc. v. SNMP Rearch International, In¢.Case
1:12-cv-191-LPS (D. Defiled Feb. 14, 2012) (the “Delaware actionh its complaint,
Avaya seeks declaratory relighat SNMPRI's notice otermination of the License
Agreement was improper and thus invalidofD 16-2 § 46]. Avaya also seeks damages
for SNMPRI's breach of the License Aggment by improperlyterminating the
agreement despite Avaya'’s eftb negotiate with SNMPRI(. T 51]. Finally, Avaya
seeks damages for an alleged breach efithplied covenant of good faith and fair
dealing because of the improper termina@mul the unreasonablerdands made during
the course of negotiationkl[ 1 61, 62].

In response to Avaya’s complaint, SNRIP on March 9, 2012, filed two motions

in the Delaware action. SNMPRI filed a timm to dismiss or trasfer based on either
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lack of personal jurisdiction or improper veniiDoc. 16-8]. SNMPRI also filed a motion
to dismiss for failure to state a claimamp which relief could be granted or, in the
alternative, a motion to strike portions thfe complaint [Doc. 1619 Both of these
motions are currently pending in the Delaware action.

On the same day, plaintiffs filed the pgas action. In theicomplaint, plaintiffs
allege several causes of action relating eodixteen copyrights the two companies have
in software used by Avaya [Dot]. First, plaintiffs allegeopyright infringement of the
registered works covered byethicense Agreement beginnifgbruary 1, 2012, the date
plaintiffs terminated the License Agreemeid.[] 31]. Second, as a separate act of
copyright infringement, plaintiffs allege ah Avaya distributed other software not
covered by the License Agreemeld.[] 40]. Finally, plaintiffs allege Avaya breached
the License Agreement for n@ayment of royalties, for natestroying the source code
upon plaintiffs’ termination of the Licengggreement, and for baking the seal on the
source code package withidbe requisite paymenid. 19 51, 58, 64].

lI.  Analysis

A. The Parties’ Positions

In support of its motion, Avaya argues tipddintiffs’ case should be dismissed or
transferred to the District of Delaware undee “first-to-file” dodrine. Avaya submits
that it filed its action before the preserdse was brought, that the two companies,

SNMPRI and SNMPR, are substantially similand that the issues between the two



lawsuits are similar enough for the Court t@exse its discretion and apply the first-to-
file doctrine.

In response, plaintiffs argue that the first-to-file doctrine is inapplicable in this
case. Plaintiffs submit tha&8NMPR is not a party to the Delaware action and that
SNMPRI and SNMPR are two distinct compan not similar enough to invoke the
doctrine. Similarly, plaintiffs argue th#te issues are not tlsame because the action
before this Court concerns allegations of copyright infringerfe software not covered
by the License Agreement. Plaintiffs further argue that the Court should not apply the
first-to-file doctrine becaus@vaya acted in bad faith bifling the Delaware action in
anticipation of the present action.

B. Standard

The first-to-file doctrine is “a well-edtished doctrine that encourages comity
among federal courts of equal rank.Certified Restoration Dry Cleaning Network,
L.L.C. v. Tenke Corp511 F.3d 535, 551 (6th Cir. 200(€itation and internal quotation
marks omitted). “The rule pwides that when actions inwing nearly identical parties
and issues have been filedtwo different district courts, the court in which the first suit
was filed shouldyenerallyproceed to judgment.td. (quotingZide Sport Shop of Ohio v.
Ed Tobergte Assoc., Ind6 F. App’x 433, 437 (6th Cir. PQ)). District courts use three
factors to determine whethéhne first-to-file doctrine warrats the invocation of their
discretion to transfer or otherwise disposeaafase: “(1) the chronology of the actions;
(2) the similarity of the partgeinvolved; and (3) # similarity of the issues at stake.”
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NCR Corp. v. First Fin. Computer Serv., 492 F. Supp. 2d 86866 (S.D.Ohio 2007)
(citing Plating Res., Inc. v. UTI Corp47 F. Supp. 2d 899, 9B} (N.D. Ohio 1999)).
The parties and issues do novédo be identical but need lgrbe substantially similar;
the focus is “whether the partiesid issues substantially overlap.’Elite Physicians
Serv., LLC v. Citicorp Credit Serv., In&No. 1:06-CV-86, 200WL 1100481, at *3 (E.D.
Tenn. Apr. 11, 2007) (quotinguller v. Abercrombie & Fitch, In¢.370 F. Supp. 2d 686,
688 (E.D. Tenn. 2005))However, “[d]istrict couts have the discreth to dispense with
the first-to-file rule where equity so demandsZide Sport Shqpl6 F. App’x at 437
(internal citations omitted). “Factors that weigh against enforcement of the first-to-file
rule include extraordinary mumstances, inequitable ratuct, bad faith, anticipatory
suits, and forum shopping fd.

After a court applies the first-to-file divme, the court has discretion as to the
disposition of the second-filed action. €'tsecond-filed court “should only decide
whether to transfer the dugditive suit, issue a stay, dismiss the complaint.”Elite
Physicians 2007 WL 1100481 at *4-5 (noting ah “few courts” choose to dismiss a
second-filed suit outrighyysually doing so becaa of the inability tatherwise transfer
the case)see Fuller 370 F. Supp. 2d at 689 (notingethourt has the discretion to stay
the suit or transfer the second-filed actiorthe court of the first-filed action).

C. Application

Plaintiffs acknowledge that Avaya filéde Delaware action several weeks before

Avaya filed the present actiobut argue that the two aetis do not involve the same
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parties, as SNMPR is not named in the Belige action and SNMPR is not a party to the
License Agreement at issue in the Delawaction. In determining how similar the
parties must be to apply the doctrine, “[cjsugenerally hold thaprivity or affiliation
between/among [the parties] is suféict to find ‘substantial overlap.”Elite Physicians
2007 WL 1100481 at *3 (citinglayse Lemmerz Int'l, Inc. v. Epilogics Grplo. 03-CV-
70181-DT, 2006 WL 271987, at *2 (E.D. Mih. Sept. 5, 2006)see Supervalu Inc. v.
Exec. Dev. SysNo. CV-06-329-S-BLW, 2007 WI129039, at *1 (D. ldaho Jan. 12,
2007) (noting that affiliation isufficient under the doctrine).

Evidence presented to the Court admstrates that SNMPR and SNMPRI are
separate companies but have significantiafilbns with one andier. SNMPR develops
software and copyrights the individual filesyd SNMPRI then secwse¢he copyrights on
groups of those files. SNMPRI also metk and licenses the software developed by
SNMPR. Even more, despite having sefmficers and accounting records, the two
companies are both located at the residend2rodnd Ms. Case, arids. Case serves as
president of SNMPRI while Dr. Caserves as pragent of SNMPR.

The record also establishes that Drs€&awhile serving aBresident of SNMPR,
acted as a consultant and liaison betweeMBRI and its clients, including Avaya [Doc.
25-8 1 9]. In his affidavit, Dr. Case admitsbeing “thoroughly fantar with all of the
terms of the License Agreement as welltlzs terms of all amendments” and discusses
SNMPRI's allegations of breach against Asay great detail, itluding the allegation
that Avaya under-reported its distributionscalculating the royalties owed to SNMPRI
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[Id. 1 10-12]. Dr. Case attended the Deoemmeeting on belaof SNMPRI to
negotiate with Avaya regarty the License Agreemenid| 114]. See Supervall2007
WL 129039 at *2 (noting that individual fésdant’s involvement in development of
disputed programs licensed by another defehdeas evidence of similarity of the
parties). Finally, letters drafted in January andbReary 2012 attempting to resolve the
dispute concerning the Licea Agreement showhey were on behalf Ms. Case, as
President of SNMPRI, as well &r. Case, as President SNMPR [Doc. 25-4 at 3].
Accordingly, the Court finds that there ssbstantial overlap between the parties given
the close affiliation between SINPR and SNMPRI so as teeigh in favor of applying
the first-to-file doctrine.

For similar reasons, the Court finds ttia# Delaware action and the present action
involve substantially the samasues. At the center dfoth lawsuits is the License
Agreement. The Delaware action concermstdrmination of théicense Agreement and
whether SNMPRI improperly terminated thategment. In the matter before this Court,
one of the claims is whether Avaya infringegbgonghts associatediti software covered
by the License Agreement beginning Felbyud, 2012, the “collection copyrights”
owned by SNMPRI, and the individual file copyrights owned by SNMPR. If the
Delaware court determines that SNMPRigsmination of the ldense Agreement was
improper, then presumably Avaya couldt feave committed copyright infringement
because the License Aggment was still in effect aftérebruary 1, 2012. Thus, the
issues are interrelated. Relatedly, in itmptaint in the Delaware action, Avaya alleges
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that it met all of its material obligationsider the License Agreement [Doc. 16-2 {{ 50,
55]. Evidence of Avaya’s breachkould, accordingly, be paof SNMPRI’'s defense in
the Delaware action to refute the clatmmproperly terminagd the agreement.

Moreover, both the breaclof contract claim and the claim of copyright
infringement for software not covered by theense Agreement ithis case arise from
the same transactions or occurrences agldims in the Delaware action so that both
claims could be brought as counterclaims uriRlde 13(a) of the Federal Rules of Civil
Procedure.See Sony/ATV Music Pub., LLC v. KTS Karaoke, Ma. 3-12-0089, 2012
WL 1267980, at *2 (M.D. TenmApr. 16, 2012) (granting motioto transfer in copyright
infringement action where there was a previptited declaratory action and noting that
“[d]efendants’ declaratory judgment and ainfcompetition action and the allowable
counterclaims, cross-claims and any thirdipa&laims therein willdetermine the rights
of the parties, settle the controversy atéssand serve a useful qpose in clarifying the
legal relations in issue”) (citation omitted). pseviously discussed, plaintiffs’ breach of
contract allegations arose in November P@hen counsel for SNMPRI sent notice to
Avaya of SNMPRI’s allegations that Avayed breached the License Agreement [Doc.
16-6 at 3]. The same letteisalstates that “SNMPRI hasas®on to believe that Avaya is
using SNMP Software in Avaya products fahich Avaya does riohave a license.
Avaya’s unauthorized use 8NMP Software is a breh of the Agreement’lfl.]. These

allegations are in part what led Avayarteet with plaintiffs in December 2012 and
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prompted the negotiations at that meetangd the subsequent exchange of the draft
standstill agreements.

In sum, the Delaware action concermdether termination of the License
Agreement was proper in lighf Avaya’s efforts at negmting with SNMPRI, while the
matter before this Court concerns the isstieg prompted the series of negotiations,
including the non-payment obyalties and the copyright infrgement that occurred as a
result of the termination of éhLicense Agreement. Theéntral issue” in both cases,
then, is the respective parties’ cdrapce with the License AgreemenSee Sony/ATV
Music2012 WL 1267980, at *2 (M.Dlenn. Apr. 16, 202) (noting that the central issue
in both the declaratory action and copytigittion was whether defendants infringed
plaintiffs’ copyrights). The Delaware aaticand “the allowable counterclaims, cross-
claims, and any third-party ctas therein will determine theghts of the parties, settle
the controversy at issue, and serve a ugafubose in clarifying the legal relations in
issue.” Id. (citing Plough, Inc. v.Allergan, Inc, 741 F. Supp. 144147 (W.D. Tenn.
1990)). Thus, the Court finds that “the differees between the two actions are not
sufficient to overcome the substgl similarities,” particularlyin light of the similarity
of the parties and the circumstances of this cake.

Plaintiffs cite toSmith v. Securities¥ehange Commissiot29 F.3d 356 (6th Cir.
1997), for the proposition that the two acti@rs not similar. In that case a Tennessee
district court issued an order enjoigirthe Securities Exchange Commission from

prosecuting a civil enforcement action inli€@ania because the individual accused of
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insider trading had previousljled a declaratory suit in Tennessee. In reversing the
district court, the Sixth Circuit noted that thest-filed suit focused om single issue, the
suppression of a tape recomglinvhich was a small part efbroader action in the second-
filed suit for insider trading. The Sixth Cintdocused on the fadhat the lower court’s
decision would ensure a piecemeal disposdhefsuit, which was not in the interests of
conserving judicial resourcesld. at 361. In this case, allong plaintiffs’ suit to go
forward in this Court would similarly rekun the piecemeal litigtion of the dispute
between the parties with the potential fimconsistent judgments in each action.
Permitting the first-filed Delaware action to decide all of the issues between the parties
thus conforms to the principles set forthSmithand those underlying the first-to-file
doctrine.

Plaintiffs separately assert that AvayBslaware action is an anticipatory suit and
that Avaya acted in bad faitim filing that action. See Sony/ATV Musi@012 WL
1267980 at *2 (“Circumstances where an exicepto the rule will arise include cases of
bad faith, anticipatory suits, and forum shoppgingAn anticipatory suit is one in which
the “plaintiff in the first actiorfiled suit on receipt of specificoncrete indications that a
suit by the Avaya was imminent.fd. “[A] letter which suggests the possibility of legal
action” is not a specific, imminent threat legal action for pyroses of determining
whether a suit is anticipatoryld. “A party has the right to seek declaratory judgment

where a reasonable apprehension existsiftlitatontinues an actity, it will be sued by
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another party.” Id. (citing 800-Flowers, Inc. v. Inteontinental Florist, Inc. 860 F.
Supp. 128, 132 (S.D.N.Y. 1994)).

Plaintiffs informed Avaya in November 201%hat Avaya was irbreach of the
License Agreement and had 45 days to ¢heebreach [Doc. 16-6 at 3]. Although the
letter states that “SNMP may exercise its rights under the Agreement,” this declaration is
not a concrete indication of imminentghd action. Plaintiffs and Avaya began
negotiating the manner in whidkvaya could cure any allegeoreaches of the License
Agreement in December 2011dacontinued these negotiatiatgough January 2012. In
the first draft of the standstill agreement sent January 6, 2012, plaintiffs give no
indication of bringing suit; in fact the emphagif the letter was “resolv[ing] the issues
between” the two parties [Doc. 25-4 at 1]. aiRtiffs maintainedthis position in the
subsequent revisions dhe standstill agreement.See Sony/ATV Musi2012 WL
1267980, at *3 (noting that settlementrrespondence dinot indicate an imminent
lawsuit but indicated that plaintiffs wishead avoid litigation). On February 1, in the
letter indicating that plaintiffs were termimag the License Agreement, there is again no
indication of an imminent lawsuit, and nochuindication is otherwise present in the
record before the Court [Doc. 16-7 at 3The parties continued their negotiations even
after the termination of the ¢&nse Agreement, and Avaya didt file its suit until after
negotiations had proved unsuccessfaf. Zide Sports Shod6 F. App’x at 438 (finding
bad faith present where plaintiffs contidueritten correspondencegarding settlement
when it had already filed but negérved an anticipatory federal action). In sum, plaintiffs
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have not presented evidence tAatya’s filing of the Delawee action was an act of bad
faith or was anticipatory in a manner thaduld require the Court to disregard the first-
to-file doctrine.

Having found that the first-to-file doctrine appropriate in this case, the Court
must determine how to dispo®f the matter before itSee Elite Physician2007 WL
1100481, at *4 (“[D]isposition of the second-tllaction is within the court’s discretion.”
(citation omitted)). In decidingrhether to transfer, stay, dismiss the suit, the second-
filed court “often engages ian equitable balancingid. at 5 and courts generally choose
to transfer an acin when dealing witBubstantive matterg]j. (citing cases).

While the parties proceed to analyzeetVter transfer is appropriate under 28
U.S.C. 8 1404(a)’s provisionsrftransferring venue, that “typef motion asks a court to
transfer a proceeding for theonvenience of the partiesyhereas [the first-to-file
doctrine] is a doctrine roedl in judicial comity.”"NCR Corp, 492 F. Supp. 2d at 868.
“Instead of convenience tthe litigants, the value most efished by the first-to-file
doctrine is comity among the courts with casestaining substantig similar issues.”
Id. Thus, while the Court mayka into account factors such as the convenience of the
parties, the primary factor in deciding whethe transfer is the judiciary’s interest in
having the first-filed court determinelahe dispositive issues in the caseElite
Physicians 2007 WL 1100481, at *4 (citingide Sport Shqpl6 F. App’x at 437).

Plaintiffs’ arguments center on thdleged bad faith ofAvaya and that the

Delaware action is otherwisaconvenient given the locat of the plaintiffs and the
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governing law under the License Agreememiaintiffs, however, have not shown that
Avaya negotiated in bad faitthuring the course of revins of the proposed standstill
agreement or that Avaya intended to file suit ewérle it was negotiating with plaintiffs.
With regards to thenconvenience of litigating in Delaare, that argument is largely
counterbalanced by e¢hfact that plaintiffs initiated the Delaware bankruptcy action
against Avaya and others ana aepresented by local counsel in Delaware. Plaintiffs
have not presented evidenagwlicating that adjudicatiorof the action in Delaware
presents a significant burdenlight of plaintiffs’ adjudicaton of the bankruptcy action.
Nor have plaintiffs preserdeany evidence that a Delawgafederal court could not
adequately decide the eagsing Tennessee law.

To the extent transferring this actionay present some géonvenience to the
parties, such possibility is in any evesmbstantially outweighed by the judiciary’s
interest in having the Delawaceurt determine all of the gissitive issues in the case, as
the issues and parties here are substantiafijfagito the issues in the Delaware action.
Judicial comity is better served by oneudodeciding the entire matter between the
parties rather than several courts dexw the matter in piecemeal fashionSee
Sony/ATY 2012 WL 1267980at *3 (“In order to avoid ddjzation and in the interest of
justice, this case should be transferredtts issues presentedncée resolved in the
earlier-filed action . . . .").

Accordingly, the Court finds that transfieg this case to the District Court for the
District of Delaware is approprsunder the first-to-file doctrine.
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[ll.  Conclusion

For the reasons set forth hereftvaya’s motion [Doc. 16] will bé&SRANTED to
the extent that this case will BERANSFERRED in its entirety tothe United States
District Court for the District of Delaware.

ORDERACCORDINGLY.

d Thomas A. Varlan
CHIEFUNITED STATESDISTRICTJUDGE
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