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IN THE UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF ARKANSAS
TEXARKANA DIVISION

BEIJING ZHONGYI ZHONGBIAO
ELECTRONIC INFORMATION
TECHNOLOGY PLAINTIFF

VS. CASE NO.4:12-CV-4077

MICROSOFT CORPORATION and
WAL-MART STORES, INC. DEFENDANTS
ORDER

Before the Court i©efendants’ Motion to Transfe(ECF No.22). Defendants seek to
have this action transferred to the United States District Court for the Western Dusftric
Washington pursuant to 28 U.S.C. § 1404Rdaintiff has filed a response (ECF No. 38), and
Defendants have replied. (ECF No. 41). The matter is ripe for the CoomsgderationFor the
reasons explained below, the Court grants Defendarason

BACKGROUND

This case involves a copyright dispueising froma licensing agreement between
Plaintiff Beijing Zhongyi Zhongbiao Electronic Information Technology (“Zhongydihd
DefendantMicrosoft Zhongyiis a Chinese company based in the People’s Repub@hioia,
while Microsoft is incorporated and headquartered in the state of Washington. Deféfalant
Mart is a part of this litigation because it is a downstream retailer of the alleged infringing

products designed and manufactured by Microsutl-Mart isbased irthe state oArkansas.
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In 1995, Zhongyi and Microsoéintered into a licensinggreemat to allow Microsoft to
use two Chinese language type fonts in certain Microsoft prodies 1995 Agreement’)
Zhongyi claims that theggpe fontsarecopyrightedunder the U.S. Copyright Adt. alsoasserts
that the 1995Agreement provided for Microsoft’'s use of tldinesefonts only inthe 1995
edition of Microsoft’s products, such as Windows 9Bhongyi argues that Microsoft has
exceeded the scope of that agreement by usiegChinese fonts its more recent products,
including Windows 98, Windows 2000, Windows 2003, and Windows B¥.exceeding the
scope otheagreement, Zhongyi contends that Microsoft has infringed upon its copyright.

Microsoft seeks to have this action transferred to the Western District siilgéon for
four reasons. Firstit claims that the Washington forum is more convenient for the parties
becauseMicrosoft is headquartered in Washington and most of the witnesses and evigence ar
located in the stateparticularly thepersons and documentslated to he 1995Agreement
Secondit argues that Zhongyi is a foreign plaintiff that will have to travel to litigate thitema
regardless of venue, and thus, it will not be prejudiced by the trambfed, it contends that the
alleged misconduct originated aMicrosoft’'s corporate headquartens Washington which
favorstransfer to that state the interest of justiceéFinally, Microsoftasserts thain the 1995
Agreement, the parties agreed that Washington law would appbny dispute and they
consentedo jurisdiction in the stateMicrosoft thereforemaintains that the Western District of
Washington is the most appropriate forum to apply Washington law.

Zhongyi argues to the contrargn several grounddt first contendsthat transfer is
improper becausedeference should be accorded to phaintiff's choice of forum.Zhongyi
assertsthat it chose the Arkansas forum becaw@l-Mart, one of the Defendants, is

headquarted in Arkansas, and one @hongyi’s affiliate companies has an offitere It also



claimsthat Microsoft’s status as an international compamyimizes anynotionthatArkansass
an inconvenienforum. Zhongyifurther points out that thd995 Agreement wagxecuted in
Bejing, China, not the state of Washington.

In addition to Zhongyi's arguents related tahe propriety of its choice of forumit
claimsthat aseparateconsideratiorforecloses Microsoft's desire to have this case transferred.
Before filing this lawsuit, Zhongyi filed a lawsuit against Microsoft in limermedate People’s
Court of Beijing for The People’s Republic of Chiasserting the same allegations of copyright
infringement as it does here. The Chinese court ruled in Zhongyi’'s favor, and in doing so,
interpreted the parties’ 1998greement as being limiteith scope. The court found that the
agreemenbnly provideda license to Microsoft for its 1995 products, and notlalber product
editions as Microsofitcontended.On appeal, e Higher People’s Court of Beijing of The
People’s Republic of Chiraffirmed the lower court’suling.

In light of the Chineseaction Zhongyi argues thaMicrosoft is precludedfrom re-
litigating the scope of the 1995greementThus,Zhongyi contends that any evidence located in
the state of Washington that is relatedthe 19% Agreement, or its scope&eednot be
consideredn the Court’s transfer analysis because it is no longer relevant evidetiecase
Zhongyi asks the Court to give the Chinese rupneclusive effect and therelbgnderas moot
Microsoft's argumenthat the Washingtonforum is more convenienbecause of the evidence
located there

DISCUSSION

Motions to transfer are governed by 28 U.S.C. § 1404(a), which pravwideE$flor the

convenience of the parties and witnesses, in the interest of justice, a distlianaguransfer

any civil action to any other district or division where it may have been brdugid.succeed



on a motion to transfer, the moving party must show that venue is proper in both the transferor
and transferee districts, and that transfer serves the convenience of the gamtiesjence of
witnesses, and interests of justic&hared Memory Graphics LLC v. Apple Indo. 5:09¢cv-

5128, 2010 WL 5151612, at *1 (W.D. Ark. May 27, 2010).

In this casejt is urdisputedthat the actioncould have been brouglmitially in the
Western District of WashingtorMicrosoft is headquartered ther8ee28 U.S.C. § 1400(a).
Thereforg whether d@ransferis warrantedurns onananalysis otthe conveniencgof the parties
andwitnessesandtheinteress of justice. The Court is not limited, however, to considering only
those factorsShared Memory Graphics LLQ010 WL 5151612, at *1. Indeed, district courts
“enjoy wide discretion when determining whether to transfit.”(citing Terra Int'l, Inc. v.
Mississippi Chem. Corpl19 F.3d 688, 691 (8th Cir.1997The Court may consider “any other
factors or circumstance that may be reléwandetermine if a transfer is warradt’ Crabb v.
GoDaddy.com, In¢ No. 07cv-4040, 2010 WL 5890625, at *2 (W.D. Ark. Mar. 29, 2010)
(citing Terra Int'l, Inc, 119 F.3d at 696).

The Court will addressheserelevantfactors below. A the outsetthough,the Court
takesnote ofthe preclugn issue raised by Zhongyi in relationth@ Chinese action

l. Impact of the Chinese Action

Zhongyi arguesthat if the parties are precluded from relitigating the scope of the 1995
Agreementin light of the Chinese action, then the issues in this baseme quitesimple. It
suggestghat there will beno need for the parties, or the Court, to resomdrypevidence that
Microsoft claims is located in Washingt@ince it hasalready been decidetthat Microsoft
exceeded the scope tbie licensein the 1995 reementBecause the Chinese court ruled that

Microsoft's use of the Chinese fonts was unauthorized, Zhongyi claims that the only remaining



issue for this Court is whether those fontsmaectedoy copyright. WhileZzhongyi'ssummary
of the issuesmay becorrect—assuming the Court accorgseclusive effect to the @ese
action—it over simplifies the matter.

This is a copyright dispute ovéype fonts. Within the meaning of U.S. Copyright Act,
fonts—ike those used by Microseftare generally construed in one of two ways: typeface
designs ocomputer programsAdobe Systems Inc. v. Southern Software Ma. C 95-20710,
1998 WL 104303, at *3 (N.D. Cal. Feb. 2, 199Bypeface designs are notpymightable subject
matter.ld. (citing Eltra Corp. v. Ringer579 F.2d 294, 298 (4th Cir.19785omputer programs,
on the other hand, are protected literary works. 17 U.S.C. § 1@2{alpe Systems Incl998
WL 104303, at *3.This distinction between mnotecteddigitized typefaces and protectable
computer software programs is likely an isshet theCourt will have tcaddresgyoing forward
To make thadistinction properly, the Court or a jury for that mattemnvill certainly haveto
review the parties’ 1995Agreementand any other documentsegarding the development and
technicalmakeup oMicrosoft’s alleged infringing products.

Therefore assuming without deciding that the scope of the 1995 Agreement cannot be
relitigatedin light of the Chinese action, the agreemesitstill of practical importanceéo the
outcome of the cas@&ecause it is still relevanthe Court must consider it under the transfer
factors analyzed belowhongyi’s preclusion argumerty itself, does not bar the trafies of this
matter to the Western District of Washingtdkccordingly, the Court willweigh the factors
prescribed ir28 U.S.C 8 1404(a) to determine if transfer is appropriate.

. Convenience Factors

Section 1404(alirst calls fora consideration ahe convenience of the litigation These

convenience factors include: “(1) the convenience of the parties, (2) the conveoiethee



witnesses-including the willingness of witnesses to appear, the ability to subpoena witnesses,
and the adequacy of depositi@stimony, (3) the accessibility to records and documents, (4) the
location where the conduct complained of occurred, and (5) the applicability of ach f
state's substantive lawTerra Int'l, Inc. v. Mississippi Chem. Corfd.19 F.3d 688, 691 (8th Ci

1997). ‘These factors do not apply in every case, and some factors that do apply predominate
over others in théransferanalysis.”"R&R Packaging, Inc. v. J.C. Penney Corp., IiND. 5:12
cv-5215, 2013 WL 773455, at *7 (W.D. Ark. Feb. 28, 2013).

Applying thesefactors tothe circumstances of this cassm balance, theguggesthat the
Western District of Washington is the mappropriate forumAs for theconvenience of the
parties, Washingtoris of course more convenientfor Microsoft. But more importantly,
Washingtorndoes not gpear to be aniess convenient for Zhongthan ArkansasZhongyi is an
international plaintiffrom Chinathat will be forced to travel a great distance whether this action
takes place in Arkansas or Washington.

The sare is true for the potential witnessaad documentary evidenage this case
Virtually every witness or piece afocumentary evidence will come froeither the state of
Washington or China, not Arkansadicrosoft has submitted affidavits stating that none of its
current or former employeasho might have knowledge regarding this case reside in Arkansas.
Also, the documents related Microsoft’'s designand manufacture of the alleged infringing
productsare located in Washington

The fact that the 1995 Agreement was executed in China réther\Washington, as
Zhongyi contends, has little impact on the transfer analysis. Zhongyi doesomeind that
Microsoft infringed its copyrighin the Chinese fontanmediately upon executing the 1995

Agreement. Rather, it alleges that Microsoft exceeded the scope of that agreemestr atadelat



when Microsoftchose tanclude the Chinese fonts in the later edidianf its products. And the
witnesses and documentdated tothat alleged misconduct appear to be locatedirin close
proximity to, the state of Washington.

Furthermore, \wile Zhongyi claimsto have a connection the state oArkansas through
an affiliate company thanaintainsan office here, thaaffiliate company’s relationship to this
case is wealt best Zhongyi does not contend that a single witness or gitdevant evidence
will comefrom its affiliate company’s Arkansas office. That affiliate company is al¢a party
to this litigation.

Indeed, the only connection that this case has to the state of Arkansas-Naksl
presence as defendantHowever, Wal-Mart is only a party tothis litigation by virtue of
Microsoft’s alleged misconduct, whidriginated &its corporate headquarters\Washington—
another factor favoring the Washington foruherra Int'l, Inc, 119 F.3d at 696Wal-Mart was
not involved in any aspect dhe 1995 Agreement, andig nothing more than a downstream
retailerof the allegednfringing productsmanufactured by Microsoft. In other words, it is only
peripherally involved irthe casé

Without more, WalMart’'s involvement in the litigation dodstle to tip the convenience
factorsin favor of the Arkansasforum. SeeGold v. Burton Corp.949 F.Supp. 208, 210
(S.D.N.Y. 1996)finding that wherma separate defendant, whas no real connectido the casge
exceptfor being downstream of the real defendant in the distribution chain, is broughtin to
lawsuit for the manifest purpose aisistingon an inconvenient venue with which the plaintiff

himself has no genuine figansfeiis proper).

! Microsoft maintains thatbecause Microsoft (not Walmart) chose the Chinese fonts to integratdiarosoft’s
products, Microsoft will be defending and indemnifying Walmart foy &ability arising from sales of those
products. (ECF No. 23).



Upon consideringthe limited allegations against Wa\llart, its complete lack of
involvement inMicrosoft's underlyinginfringing activity, the numberof likely witnesses and
evidencelocated in the state of Washingt@nd Zhongyi’'slack of a genuine tie to the state of
Arkansas, the Court finds th&t1404(a)’'sconvenience factors weigh in favor of transferring this
ca® to the Western District of Washington.

11, Interestsof Justice Factors

Considerationselevant to the interests of justicader 8§ 1404(ainclude the plaintiff's
choice of forum, judicial economyhe comparative costs to the parties of litigating in each
forum, each party's ability to enforce a judgment, obstacles to aidhictnflicts of law issues,
andthe advantages of having a local court determine questions of éawa. Int'l, Inc, 119 F.3d
at 696.

In this case, Zhongyeeks to avoid transfer by relyihgavily onthefirst factor, arguing
that itschoice of forum should baccordedgreatdeferenceThe Eighth Circuit, howevehas
recently addressetie choice of forumssuein detailand found thatin certain circumstances
like those presented hera plaintiff’'s choice of forum is given less weight re Apple, Inc.
602 F.3d 909, 913 (8th Cir. 2010hé court reasoned that

[i]n general, federal courts give considerable deferemeeplaintiff's choice of

forum and thus the party seekingransferunder sectiori404a) typically bears

the burden of proving that @ansferis warranted. Thisgeneral practice of

according deference, however, is based on an assumption that théf'glain

choice will be a convenient oné/hen the plaintiff..hails from a forggn nation,

that assumption imuch less reasonablend the risk that the plaintiff chose the
forum to take advantage of favorable law or to harass the defendant increases.

2 As an additional matter, it is worth noting that the parties’ 1995 Ageee provides for the application of
Washington law to any dispute arising from the agreemerlight of the Chinese action, however, the Court is
mindful of the preclusion issue related to the scopthat Agreement, which might render such an application of
Washington law unnecessary. But that issreains to be decideds the Court has explained, the preclusion issue
does not affect the propriety of Defendants’ motion to transfer. Indezdsstie is more pertinent fdbefendants’
pending Motion to DismisfECF No. 27) Therefore, in the event that the Court declines to give preclusive effect t
the Chinese action, the choice of law provision in the 1995 Agreemesg¢npseanother factor in favamf
transferring this case to the Western District of Washington where thtencay apply its own state’s laws.



Id. (internal citations and quotations omitte@ijie court went on to hold that because no relevant
connection existed between the forum state thedplaintiff, defendant, potential witnesses, or
the dispute, the plaintiff's choice of forum was entitled to minimal weight.

A similar case exists here. Zhongyi is a foregaintiff whose only connection to
Arkansas is an affiliate company that has nothing to do with this lawsuit. Mitsosoilly
connection to Arkansas comes through its downstream distribution chain. None of thelpotenti
witnesses live in or around Arkansas. And the principle dispute in this case arose outaiéthe s
of Washington and China. In other words, Microsoft has rebutted any assumption thati’ghongy
choice of forum is a convenieahe.Therefore, Zhongyi’'s choice of forum is entitlednbanimal
weight.

Judicial economy also favors transfer. As a practical matter dding@nistratiorof justice
is servedmore efficientlywhen theactionis litigatedin theforum that moreclearlyencompasses
the locus of operativefacts” Thorton Drilling Co. v. Stephens Production Cblo. 4:06cv-
00851, 2006 WL 2583659, at *4 (E.D. Ark. Sept. 6, 200f&xe, the operative facts, particularly
those surrounding Microsoft's manufacture and distribution of the alleged infripgotyicts,
occurred in Washingtorf.herefore it is reasonable to conclude thhis disputewill belitigated
more efficiently there.

As for the interest of justicdactors relatedo the comparative costs to the parties of
litigating in each forum, each party's ability to enforce a judgnmeend, theobstacles to a fair
trial, such factorprovide little guidance under the circumstanoethis case

However,the remaining factorgegarding anyconflicts of law issueandthe advantages
of having a local court determine questions of,lawnggest that Washington is the most

appropriate forum. In the 1995 Agreement, the parties both consented to jurisdictagrestl



that Washington law would apply to any dispatesing from the agreemenBecause the
preclusion issue presented by Zhongyi remains to be resolved, the conflicts adslaav
presented inthat agreement and the opportunity for a local court to determine issues of
Washingta law remain important consideratiofavoring transfer.Accordingly, theCourt finds
that theinterest of justice factors under 8§ 1404(a) fa@nsfer to the Westernigdrict of
Washington.
CONCLUSION

For the reasons explained above, the Court finds Erefendars’ motion to transfer
(ECF No.22) should be and hereby GRANTED. This action is transferred to the Western
District of Washington.Accordingly, the Clerk of Court is directed to transfer this action
immediatelyto the United States District Court for the Western District of Washingtoalffor
further proceedings.

IT 1S SO ORDERED, this 22h day of July, 2013.

/sl Susan O. Hickey

Susan O. Hickey
United States District Judge
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