ACS Transport Solutions, Inc. v. Nashville Metropolitan Transit Authority Doc. 38

UNITED STATESDISTRICT COURT
MIDDLE DISTRICT OF TENNESSEE
NASHVILLE DIVISION
ACSTRANSPORT SOLUTIONS, INC.,
Plaintiff,
No. 3:13-cv-1137

NASHVILLE METROPOLITAN
TRANSIT AUTHORITY

)
)
)
)
)
) Judge Sharp
)
)
)
)
Defendant. )

MEMORANDUM

Before the Court is Defendant NashwilMetropolitan Transit Authority’s (“MTA")
Motion to Dismiss forforum non conveniens (Docket No. 26). Defendant originally filed a
Motion to Dismiss for Improper Venue (DockBto. 18), which the Court denied without
prejudice in an Order dateduly 18, 2014 (Docket No. 25), berse# Federal Rule of Civil
Procedure 12(b)(3) is not the correct motion to enforce a forum selection clause. Plaintiff ACS
Transport Solutions Inc. (“ACS”) filed a Beonse in Opposition to the Motion to Dismiss
(Docket No. 30), to which Defendant filed a neffDocket No. 31). For the reasons set forth

below, Defendant’s Motion to Dismiss will be denied.

. SUMMARY OF THE FACTS

As set forth in the Court’s prior Ordebefendant engaged Pl&iih to supply certain
communications systems for Nashville’s public system. Defendant purchased a Computer
Aided Dispatch and Automated Vehicle dador (CAD/AVL) system and other on-board

systems from Plaintiff in 2007, as memorializadhe “CAD/AVL Contract.” (Docket No. 27-
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1)} In 2009, Plaintiff also provided a real-timespanger information system, as set forth in the
“Sign Contract.” (Docket No27-3). Both the CAD/AVL ©ntract and the Sign Contract
(collectively “the Contracts”tontained a forum selectionacise specifying Davidson County

courts?

Additionally, the Parties entered into tworftEUser Software License Agreements” (the
“License Agreements”) concumily with the Contracts, i2007 and 2009 respectively. (Docket
Nos. 27-2 & 27-4). These granted Defendamiri-exclusive, non-transferable, non-assignable
license to use the Licensor Software onlycmnjunction with its us and operation of the
System.” (Docket No. 27-2 at 1 & Docket No. 27-4 af 1Each also contained a forum

selection clause specifyingelstate courts of Tennessee.

Defendant terminated the Contracts September 25, 2012. The Amended Complaint
asserts that “MTA abruptly removed ACS staim MTA premises ... and have since denied
ACS system access. Soon after expelling ACS arsrikrom its facility MTA sent ACS a notice

of termination of the CAD/AVL Contract artie Sign Contract.” (Docket No. 15 at 3).

! The CAD/AVL Contract was sigrl by Plaintiff's predecessor Orbital Sciences Corporation. ACS
purchased the unit of Orbital Sciences Corporation responsible for the CAD/AVL Contract in 2008. At that time,
the CAD/AVL Contract was assigned to ACS.
2 Section 21, para. 10 of the CAD/AVL Contrd&ny action between the parties arising from this
agreement shall be maintained in the courts of Davi@samty, Nashville, Tennessee. The Contractor shall
include this provision verbatim in every subcontract entered into by the Contractor in trenpade of its
obligations under this contract.” (Docket No. 27-1 at 23).

Paragraph 37 of the Sign Contract: “Any action leetwthe parties arising from this agreement shall be
maintained in the chancery courts of David§munty, Tennessee.” (Docket No. 27-3 at 16).
3 To define “System” as it appears in the Licensee&grents, the Court looks to the preceding paragraphs in
each License Agreement. The LiceAggeement of 2007 references the “qauter-aided dispatch and automatic
vehicle location products (‘Radio Communication CAD/AVL Systenr’).” (Docket No. 27-2 at 1). The License
Agreement of 2009 references the “Passenger Infam&lystem for Music City Central ... and the new BRT
Transit Line (‘ACS SmartTraveler System’).” (Docket No. 27-4 at 1).
4 Section 7 of the End-User Softwatieense Agreements: “It is the intent of the parties hereto that this
agreement shall be construed, interpreted, and applextordance with the Laws tife State of Tennessee, and
the courts of such state shall have exclusive jurisdictidshall be the exclusive venue of any lawsuit instituted by
any party.” (Docket No. 27-2 at 3 & Docket No. 27-4 at 3).
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Plaintiff claims that termination of the Coatts also terminated Bandant’s right to use
Plaintiffs software under the License Agraents. Through counsel, Plaintiff notified
Defendant that any subsequent use of the softwes unlicensed. However, Plaintiff asserts,
Defendant has continued to use the softwareowttpermission and without paying for this use,

thus infringing on Plaintiff's copyrighted matal in violation of federal law.

In response to Plaintiff's copyright claidefendant seeks to enforce the forum selection
clause contained in the Conts@nd License Agreements. Dadant argues that Plaintiff has
improperly brought its claim before this Couitjrgy “an exception” to federal courts’ exclusive
jurisdiction over claims arisingdm the Copyright Act where “thepyright claim is in actuality
a contract claim predicated omts derived from a contract.(Docket No. 27 at 5). Because
“the federal Copyright Act plays only a tang@hrole in ACS’s copyright infringement claim
regarding whether MTA has a licgmto continue to use ACSt®pyrighted software,” and in
light of the forum selection alise, Defendant concludes Teneesstate courts are the proper

venue. (Id. at 8).

II. APPLICATION OF LAW

Federal courts have exclusive jurisdictiorct#fims arising under hCopyright Act. See
28 U.S.C.A. 8§ 1338(a) (“The districiourts shall have originglirisdiction ofany civil action
arising under any Act of Congresslating to patents, plant variety protection, copyrights and
trademarks. No State court shall have jurigolicover any claim for relief arising under any Act
of Congress relating to patentglant variety protection, ocopyrights.”). However, this
jurisdiction does not extend to all questions inakiha copyright “may be the subject matter of

the controversy.”_Combs v. Plough, Inc., 681 F.2d 469 (6th Cir. 1982) (quoting New Marshall




Engine Co. v. Marshall Engine Co., 223 U.S34478 (1912) (considering the jurisdiction of the

federal courts in the patent context)).

“[A] case ‘arises under’ fedal law in ‘only those cases; which a well-pleaded
complaint establishes either that federal law ceetite cause of action oraththe plaintiff's right
to relief necessarily depends on resolution ofilasgantial question of federal law.”” Harper v.

AutoAlliance Intern. Inc., 392 F.3d 195, 202-03 (@&ir. 2004) (citing_Franchise Tax Bd. of

State of Cal. v. Constr. Laborers Vacation Trust for S. Cal., 463 U.S. 1, 27-28 (1983)). To

satisfy this standard, the Amended Complainsiraontain a short anplain statement of the
claim showing that Plaintiff ientitled to relief. Seed®. R.Civ.P. 8(a)(2). It must also provide
the Defendant with fair notice of Plaintiff's claim, as well as the grounds upon which it rests.

See_Conley v. Gibson, 355 U.S. 41, 47, (19%Vestlake v. Lucas, 537 F.2d 857, 858 (6th Cir.

1976). While the complaint need not present itketafactual allegations, to be cognizable it
must provide more than labedsd conclusions, and a formulagcitation of theelements of a

cause of action will not suffice. See Bell Attec Corp. v. Twombly, 550 U.S. 544, 555 (2007).

In the copyright infringement context, Ri&ff must plead two elements: (1) ownership
of a valid copyright in the material at issuedg2) violation by Defendant of an exclusive right

that Plaintiff holds in that matal. See 17 U.S.C.A. 8 501(a); Feist Publ’n Inc. v. Rural Tel.

Serv. Co. Inc., 499 U.S. 340, 3611991). Computer programs are protected under the Copyright

Act as “literary works.” See 17 U.S.C. § 18P (Digital Filing Sys., LLC v. Aditya Intern., 323

Fed. Appx. 407, 418 (6th Cir. 2009).

Defendant argues the Parties’ dispute isréidly one of contracinterpretation: when

and how the License Agreements can be teataoh It cites Minp Miracle Prods. LLC v.

Starkey for the proposition théf the original claim centeraround an issue where state law
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would govern,” then “a state court may indecdercise jurisdiction ... even where there are
incidental factual questions of copyright ownership or control.” 2012112593, at *5 (Tenn.
Ct. App. Jan. 12, 2012) (internal citations omittedhis case relies on the Tennessee Supreme

Court’s decision in Hold Stitch Fabric Macho Gs. May Hosiery Mills, with held that “where

an action is brought on a contradtwhich a patent is the subjematter, either to enforce the
contract or to annul it, the aasrises on the contract and moider patent laws, and the state

court has jurisdiction.”195 S.W.2d 18, 21 (Tenn. 1946).

Review of this persuasive awotiity reveals it igdistinguishable from the matter currently
before the Court. In Minor Miracle, the courtachcterized the complaint as alleging “breach of
fiduciary duty ..., breach of contract, and corsien.” 2012 WL 112593at *6. It concluded
that “[s]imply because the product to be proeld ... was copyrightable” did not convert “this
state law action into one involvingcapyright claim that must be dught in federal court.”_Id.
Similarly, the Tennessee Supreme Court in Helitich considered claims involving “damages
for a breach of ... covenants, or for a specific performance thereof, or [those which] ask]] the aid

of the court in declaring forfeiture of the license.” 195 S.W.2d at 23.

The mere existence of a contract for usethef materials at issue does not preclude

Plaintiff from bringing a copyght action. _See Encore Entmifi, C v. KiDdesignes, Inc., 2005

WL 2249897, at *5 (M.D. Tenn. Sept. 14, 2005) (“Beisee infringes an owner’s copyright if

its use exceeds the scope of the license affididesee also E. Broad. Am. Corp. v. Universal

Video, Inc., 2006 WL 767871, at *2 (E.D.N.Y. kth 24, 2006) (“Even if a license agreement

previously existed, a copyright action can aosee a licensee makes himself a ‘stranger’ to the
licensor by using the copyrighted materialarway that exceeds the duration or scope of the

license.”); Kanakos v. MX Trading Corp., 1981 W1377, at *2 (S.D.N.Y. Sept. 16, 1981)




(“Where a licensee utilizes a copyrighted worlkaimanner or to an extent not authorized by the
license agreement, the licensee’s position is no different from that of an infringer having no
contractual relationship with theolder of the copyright. In blbtcases, the resulting cause of
action is one for copyright infringement, anc ttlaims against both arise under the copyright
statutes.”). Here, the AmemtleComplaint arises solely frotne Copyright Act and, for the
purposes of this early stage liigation, satisfies both elements an infringement claim.

Plaintiff asserts it owns theopyrighted software programssed by Defendant and that it
licensed those software programs to Defend@mmtuse during the terms of the CAD/AVL and

Sign Contracts.” (Docket No. 15 4t § 15). Plaintiff furtheccontends that it did not give
Defendant permission to use the software after Defendant terminated the Contracts on September

25, 2012, but Defendant continues to do so.

The Court agrees with Plaintiff that ther@nt dispute is similar to_ Kamakazi Music

Corp. v. Robbins Music Corp., 684 F.2d 228 @uo. 1982). Therea defendant facing a

copyright infringement suit sought to compel adiittn pursuant to an faitration clause in the
parties’ contract. The Second Gircupheld the district court’s termination that “[plaintiff's]
suit is, was, and always has been based oCtpgright Act” because it contended defendant
had published plaintiff's copyrightadorks after their contract expd. 1d. at 230. The “explicit
language” of plaintiff's complaint to this effe@nd “the acts complained of” were sufficient to

persuade the court thagtielaim sounded in copyrightfringement. _Id.

Defendant points to Plaintiff's original compif which also asserted breach of contract
and unjust enrichment claims, sopport its contention &t the copyright isuis tangential to
the state law claims properly bght in state courts pursuant to the forum selection clause.

However, the Court need not look to the or&inomplaint in making its determination. The



Amended Complaint “‘completely supercedes][the original complaint and thus the original

complaint no longer performs any function in thase.” Lopez v. Metro. Gov't of Nashville,

2008 WL 913085, at *2 (M.D. Tenn. April 1, 200@)uoting_Kolling v. Am. Power Conversion

Corp., 347 F.3d 11, 16 (1st Cir. 2003)). See &8aoy v. Mohawk Motors of Mich., Inc., 236

F.3d 299, 306 (6th Cir. 2000) (noting that a pli#i's amended complat was the “legally
operative complaint” because a “new complaimiessedes all previous complaints and controls

[the] case from that point forward”) (citing he Atlas Van Lines, Inc., 209 F.3d 1064, 1067 (8th

Cir. 2000));_Glynn v. Ocwen Loan Servig, LLC, 2014 WL 5663684, at *1 (E.D. Mich. Nov.

4, 2014) (collecting cases).

1. CONCLUSION

Because Plaintiff offers a well pleadedngaaint setting forth a cause of action for
infringement under the Copyright Act, this Coproperly exercises jurisdiction and Defendant’s

Motion to Dismiss foforum non conveniens will be denied. An approfate order will enter.

‘Kw.; H&w\\i)

KEVIN H. SHARP
UNITEDSTATESDISTRICT JUDGE



