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VEMORANDUM AND ORDER

McLaughlin, J. Novenber 1, 2006

This case involves a dispute between Arris Systens,
Inc. (“Arris”), and Nexploration Co. (“Nexploration”), over work

done pursuant to a website devel opnent contract. Nexpl orati on

has noved for abstention under Colorado River, or in the

alternative, a stay of federal proceedings pending resol ution of
state court litigation. The Court will deny the notion

On January 6, 2006, the parties entered into a
contract, whereby Arris agreed to develop a website for
Nexpl oration. Disputes arose between the parties, and in June,
2006, Nexploration filed a breach of contract suit against Arris
in the Phil adel phia County Court of Common Pleas. Arris has not
answered Nexploration’ s conplaint. It has instead filed initial
obj ections and noved to stay the state court proceedings. An
initial scheduling conference in the state court case was held on
Sept enber 20, 2006.

Prior to this scheduling conference, Arris filed its
own state court action agai nst Nexploration in August, 2006,

al l eging breach of contract and violation of the Pennsylvania



Uni form Trade Secrets Act. Arris subsequently w thdrew all
clains against Nexploration in its state court suit and filed the
instant federal action, alleging breach of contract, violation of
t he Pennsyl vania Uniform Trade Secrets Act, and copyri ght

i nfringenent.

| . Col orado Ri ver Abstention

As a general rule, the pendency of an action in state

court is no bar to proceedings concerning the sane matter in a

federal court having jurisdiction. Colo. River Water Const.

Dist. v. United States, 424 U. S. 800, 817 (1976). In Col orado

Ri ver, the Suprene Court recogni zed an exception to this genera
rul e, whereby a federal court may defer to pending parallel state
court proceedi ngs based on considerations of “w se judicial
adm ni stration,” primary anong which is conservation of judicial
resources and conprehensive disposition of litigation. [d. This
exception, according to the Court, is extraordinarily narrow, as
federal courts have a “virtually unflagging obligation” to
exercise jurisdiction. |d.

To prevail on a notion for abstention under Col orado
River, a noving party nust denonstrate the existence of (i)
paral l el federal and state cases, and (ii) “exceptional

circunstances” that warrant abstention. See Spring Gty Corp. V.

Am Bldg. Co., 193 F.3d 165, 171 (3d Gir. 1999).

A. Parall el Federal and State Cases

The federal and state cases are not parallel because

they raise different issues and all egati ons.
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The threshold requirenent for a federal court to
entertain abstention is a contenporaneous, parallel state court

proceeding. |FC Interconsult, AGv. Safequard Int’'|l Partners,

LLC, 438 F.3d 298, 306 (3d Gr. 2006). For cases to be parallel
they nmust involve the sanme parties and “substantially identical”
clains, raising “nearly identical allegations and issues.” [d.

(quoting Yang v. Tsui, 416 F.3d 199, 205 n.5 (3d Gr. 2005)).

In this case, the state proceeding and federa
proceedi ng are contenporaneous and the parties are the sane. The
clainms, however, are not substantially identical. |In addition to
various state law clains, Arris’ federal conplaint contains an
al l egation of copyright infringenent. Although state |aw
contractual i1issues nmay be pivotal in determ ning ownership of the
copyright, the conpl aint seeks renedi es avail abl e excl usively
t hrough federal copyright |aws.

B. Extraordi nary G rcumnmstances

Even if the state and federal suits were parallel

Nexpl oration has failed to denonstrate the requisite

“extraordinary circunstances” to warrant Col orado River
abstenti on.
To determ ne whether extraordinary circunstances exi st

for purposes of Col orado River abstention, courts nust weigh six

factors: (i) whether one court has first obtained jurisdiction
over a relevant res; (ii) whether the federal court is
i nconvenient; (iii) whether abstention would aid in avoi ding

pi eceneal litigation; (iv) whether the state court first obtained

-3-



jurisdiction; (v) whether federal or state |aw applies; and (vi)
whet her the state action is adequate to protect the federal

plaintiff’s rights. Rycoline Prods., Inc. v. C & WUnlimted,

109 F.3d 883, 890 (3d Gr. 1997). In weighing these factors, the
Suprenme Court has enphasi zed that the final decision rests “on a
careful balancing of the inportant factors as they apply in a
given case, with the bal ance heavily weighted in favor of the

exercise of jurisdiction.” Mses H Cone Memil Hosp. v. Merc.

Constr. Corp., 460 U.S. 1, 16 (1983).

Factors one and two are irrelevant. There is no
rel evant res, and neither state nor federal court is nore or |ess
conveni ent .

Factor three — avoi dance of pieceneal litigation —
wei ghs in favor of the federal court exercising jurisdiction.
Federal courts have exclusive jurisdiction over copyright clains,
and therefore, the federal court is the only forumthat can
exercise jurisdiction over all clains between the parties.

Factor four — which court first obtained jurisdiction —
wei ghs slightly in favor of abstention. Although it is true that
the state court proceeding preceded the federal proceeding, the
state court action is still in its nascent stages.

Factor five — which | aw applies — weighs in favor of
the federal court exercising jurisdiction. Arris’ federal
conpl ai nt all eges copyright infringenent, a claimover which
federal courts have exclusive jurisdiction. Although state |aw

may play a pivotal role in determ ning ownership of the
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copyright, ownership is only one essential elenment of Arris’
copyright infringenment claim

And finally, factor six — ability of the state action
to protect the federal plaintiff’s rights — weighs in favor of
the federal court exercising jurisdiction. The state court
proceeding is inadequate to protect Arris’ rights under the
copyright statute because there is exclusive federal jurisdiction
over copyright clains.

Since three of the four relevant factors weigh in favor
of the federal court exercising jurisdiction, Nexploration has
failed to denonstrate the requisite extraordinary circunstances

to warrant Col orado R ver abstenti on.

1. Stay

Nexpl oration has also failed to denonstrate that this
Court should stay proceedi ngs pendi ng the outcone of the state
court litigation. Nexploration argues that a stay is appropriate
in cases like this where “peripheral” copyright issues acconpany
state | aw breach of contract clains. At this stage of the
litigation and on this record, it is premature for the Court to
evaluate the nerits of Arris’ copyright clainms. Therefore,
Nexpl oration’s request for a stay is denied.

An appropriate Order follows.



I N THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

ARRI S SYSTEMS, | NC. ) ClVIL ACTI ON
V. :

NEXPLORATI ON.  CO. : NO. 06- 4094
ORDER

AND NOW this 1st day of Novenber, 2006, upon review of
the defendant’s Motion for Abstention or Stay of Proceedi ngs
(Doc. No. 6), the plaintiff’s opposition thereto (Doc. No. 12),
and the defendant’s reply to the plaintiff’s opposition (Doc. No.
13), I T IS HEREBY ORDERED t hat the defendant’s notion is DEN ED

for the reasons stated in the acconpanyi ng nenorandum

BY THE COURT:

/[s/ Mary A. MLaughlin
MARY A. McLAUGHLI N, J.




