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

MAXNET HOLDI NGS, | NC. : CIVIL ACTI ON
V. :

MAXNET, | NC. NO. 98-3921

MEMORANDUM AND ORDER

HUTTON, J. May 31, 2000

Presently before the Court are Defendant Maxnet, Inc.'s
("Defendant”) Mdtion for Sunmary Judgnent on the Conplaint and the
Countercl ai ns (Docket No. 36), Plaintiff Maxnet Holdings, Inc.'s
("Plaintiff") response thereto (Docket No. 43), Defendant's reply
thereto (Docket No. 55), Plaintiff's Mtion for Summary Judgnent
(Docket No. 39), Defendant's response thereto (Docket No. 48),
Plaintiff's reply thereto (Docket No. 49), Plaintiff's suppl enental
reply thereto (Docket No. 50), Plaintiff's Mtion to Strike
Defendant's Reply Menorandum and the Ference Decl aration (Docket
No. 56), Defendant's response thereto (Docket No. 59), Plaintiff's
Motion for Wthdrawal of Jury Trial Demand (Docket No. 42),
Defendant's response thereto (Docket No. 52), Plaintiff's Mtion
for Rul e 11 Sanctions (Docket No. 51), Defendant's response thereto
(Docket No. 53), and the Declaration of Stanley D. Ference, |11
(Docket No. 53). For the reasons stated bel ow, Defendant's Motion

for Summary Judgnment on the Conpl aint and the Counterclains will be

denied, Plaintiff's Mtion for Sunmary Judgnent wll be deni ed,



Plaintiff's Mdtion to Strike Defendant's Reply Menorandum and the
Ference Declaration wll be denied, Plaintiff's Mtion for
Wt hdrawal of Jury Trial Demand will be granted, Plaintiff's Mtion

for Rule 11 Sanctions will be deni ed.

. BACKGROUND

This case is brought under the Lanham Trademark Act (the
“Act”), Pennsylvania common |aw, and Pennsylvania statutory |aw.
On July 28, 1998, Maxnet Holdings, Inc. filed a Conpl aint charging
Maxnet, Inc. with violating 15 U S C. 88 1114 and 1125(a), (c)
(1994) of the Act, common | aw service mark i nfri ngenment, common | aw
unfair conpetition, common |aw unfair trade practices, trademark
dilution in violation of Pennsyl vani a statute, and vi ol ati on of the
Pennsyl vania Unfair Trade Practices and Consuner Protection Act.
The Court has jurisdiction over this matter pursuant to 15 U S. C
§ 1121(a) and 28 U.S.C. § 1338(a)-(b).

Plaintiff is a Delaware corporation and maintains its
corporate headquarters in South Florida. The record is unclear as
to the corporate status and domicile of Defendant.! Neverthel ess,
as tinmes pertinent to this lawsuit, Defendant was a Pennsyl vani a

corporation. Defendant is a publicly traded corporation, and is an

! Def endant is either a Pennsylvania or a Del aware corporation and

mai ntains offices in either Huntingdon Valley, Pennsylvania, or Freehold, New Jersey.
Def endant wai ved venue. (See Counterclainms and Third Party Conplaint at § 4).
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I nternet nmarketing conpany. Plaintiff is a private holding
conpany.

The i nstant controversy concerns the ownership and use of the
MAXNET mark. MAXNET is a registered trademark of Maxnet Systens,
Inc. (“Maxnet Systens”). Maxnet Systens is a privately held
operating conpany of Plaintiff that was created when Maxnet
Communi cation Systens, Inc. was acquired by HI.G Capita
Managenent. Maxnet Systens IS an enterprise network engi neering
conpany that supports mssion-critical building and canpus
networ ks, w de area networks, and netropolitan area networKks.

Plaintiff possesses federal Certificate of Registration No.
2,098,687 for the service mark MAXNET. Plaintiff registered the
MAXNET mark on Septenber 23, 1997. Wile the mark was originally
assigned to Maxnet Comunications Systens, Inc., that conpany
assigned to Plaintiff all right, title, and interest in the MAXNET
mark. As early as July 1, 1990, Plaintiff used the MAXNET mark for
the installation, design, and mai ntenance of conputer networking
syst ens.

Usi ng the MAXNET nmar k, Defendant has advertised and offered
for sal e goods and/or services in the United States and within the
Eastern District of Pennsylvania. Said goods and services relate
to conmputers and the conputer industry, especially as they relate
to the Internet. Defendant's stock is registered with the NASDAQ

and trades under the ticker synbol MXNT.



On Cctober 1, 1997, Defendant issued a press release which
stated that it "had begun the process of choosing a new nane for"
Maxnet. (Conpl., Ex. B). The press release stated that because
Plaintiff filed an application for a service mark, Defendant
"agreed to change its nane and . . . notify the public, its
clients, and sharehol ders when a decision is reached" regarding
Def endant's new corporate nanme. (Conpl., Ex. B). Wil e Defendant
eventual ly changed its nane to Maxplanet Corporation, said nane
change was not executed until July 1999. Approxi mtely ten nonths
later, in or about August 1998, Plaintiff mailed to Defendant a
draft of the Conplaint which Plaintiff later filed to comence this
| awsui t . Prior to Defendant's receipt of the draft conplaint,
representatives of each party spoke about, inter alia, Defendant's
use of the MAXNET mark and the fact that both conpani es operate in
the conputer industry.

In or about July 1998, a "spame-nmil?" of unknown origin was
wdely distributed. It discussed Defendant's stock and potenti al
profitability.® The distribution of the spame-mail resulted in
hundreds of people contacting Plaintiff, via both e-mail and the

t el ephone, regardi ng stock sold under the MXNT ticker synbol. For

2 Plaintiff describes a "spame-nmil" as a an unsolicited e-mail which is

distributed in "nmassive quantities" to a |arge nunber of Internet users. (See Pl.'s
Mot. for Summ J. at 13).

3 In relevant part, the spame-mail conpared Defendant to Yahoo, a highly

successful Internet search engine, and predicted that Defendant's share price, then
trading at 3% might go as high as "15-%$20 [per] share". (See Conpl., Ex. C; see also
Def.'s Resp. to Pl.'s Mot. for Sunmm J. at 5).
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exanple, in July and August 1998, Plaintiff received over 200 e-
mai | s concerning the sale of stock under the MXNT ticker synbol.
Plaintiff also received approximtely fifty phone calls regarding
the sal e of stock under the MXNT ticker synbol. Plaintiff not only
responded to many of these queries, it ultimately hired a public
relations person to respond to the inquiries generated by the spam
e-mai | and Defendant's use of the MXNT ticker synbol.

On July 30, 1998, Plaintiff issued a press release which
di scussed, inter alia, its |lawsuit agai nst Defendant. (See Def.'s
Mt. for Summ J., Ex. A). Several nonths after the press rel ease
was di ssem nated, Defendant filed counterclains against Plaintiff.
Portions of the |anguage contained therein are the focus of
Def endant's defamation counterclaim Defendant al so brought seven
additional counterclains against Plaintiff wunder federal and

Pennsyl vani a | aw.

1. DI SCUSSI ON

A. The Parties' Summary Judgnent Mbdtions

Both Plaintiff and Defendant have pending before this court
summary judgnment notions. Plaintiff's Mdtion seeks the follow ng
relief: (1) summary judgnent in favor of each of its clains; (2)
the award of attorneys' fees and costs pursuant to 15 U S. C 8§
1117; and (3) an injunction against Defendant's further use of the
MAXNET name. Defendant's Mdtion seeks the followng relief: (1)

summary judgnent in its favor on Plaintiff's clains; and (2)
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summary judgnent in its favor on its counterclains. The Court

hereafter considers each party's summary judgnment notion

1. Summary Judgnent St andard

Summary  j udgnent is appropriate “if the pl eadings,
depositions, answers to interrogatories, and adm ssions on file,
together with the affidavits, if any, showthat there is no genui ne
issue as to any material fact and that the noving party is entitled
to a judgnent as a matter of law” Fed. R GCv. P. 56(c). The
party noving for summary judgnent has the initial burden of show ng

the basis for its nmotion. See Celotex Corp. v. Catrett, 477 U. S

317, 323 (1986). Utimtely, the noving party bears the burden of
showing that there is an absence of evidence to support the
nonnmoving party’'s case. See id. at 325. Once the novant
adequately supports his or her notion pursuant to Rule 56(c), the
burden shifts to the nonnoving party to go beyond the nere
pl eadi ngs and present evidence through affidavits, depositions, or
adm ssions on file to showthat there is a genuine issue for trial.
See id. at 324. A genuine issue is one in which the evidence is
such that a reasonable jury could return a verdict for the

nonnmovi ng party. See Anderson v. Liberty Lobby, Inc., 477 US

242, 248, 106 S. . 2509 (1986). A fact is “material” only if it
m ght affect the outcone of the suit under applicable rules of |aw
e

e id.



When deci ding a notion for sunmary judgnent, a court nust draw
all reasonable inferences in the light nost favorable to the

nonnovant . See Big Apple BMN Inc. v. BMWof N. Am, Inc., 974

F.2d 1358, 1363 (3d Cir. 1992), cert. denied, 507 U S. 912 (1993).

Mor eover, a court may not consider the credibility or weight of the
evidence in deciding a notion for summary judgnent, even if the
quantity of the noving party’s evidence far outweighs that of its
opponent. See id. Nonetheless, a party opposing sunmary judgnent
must do nore than rest upon nere allegations, general denials, or

vague statenents. See Trap Rock Indus., Inc. v. Local 825, 982

F.2d 884, 890 (3d Cir. 1992). The court’s inquiry at the sunmary
judgnent stage is the threshold inquiry of determ ning whether
there is need for atrial--that is whether the evidence presents a
sufficient disagreenent to require subm ssion to a jury or whether
it is so one-sided that a one party nmust prevail as a matter of

| aw. See Anderson, 477 U. S. at 250-52. If there is sufficient

evi dence to reasonably expect that a jury could return a verdict in
favor of plaintiff, that is enough to thwart inposition of summary

judgnent. See id. at 248-51.

a. Defendant's Mtion for Summary Judgnent

It is appropriate to commence this discussion with the
consideration of Plaintiff's response to Defendant's Mbdtion for
Summary Judgnent . Plaintiff argues that Defendant's Motion

violates Rule 11 of the Federal Rules of Civil Procedure for the
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follow ng three reasons: (1) Defendant's Mdtion fails to provide a
single fact and contains only specul ative statenents and attorney
argunent; (2) Defendant's Mdtion fails to provide case law in
support of its Mtion; and (3) Defendant seeks sunmary judgnent
against a party that was previously dismssed from this suit.?
(See PI.'s Mem of Law Qpposing Def.'s Mot. for Summ J. at 2).
For these reasons alone, Plaintiff argues that Defendant's Mbdtion
must be denied. Additionally, Plaintiff argues that Defendant's
Motion fails to raise a genuine issue of material fact. Plaintiff
al so contends that it should be awarded fees and costs pursuant to
28 U.S.C. § 1927.° (See Pl.'s Mem of Law Opposing Def.'s Mot. for
Summ J. at 2).
Rule 11 states in pertinent part as foll ows:
[b]y representing to the court . . . by . . . filing. . . a
witten notion. . . , an attorney . . . is certifying that to
the best of the person's know edge, information, and belief,
formed after an inquiry reasonabl e under the circunstances
it is not being presented for any inproper purpose
. [,] the clains, defenses, and other |egal contentions
therein are warranted by existing law . . . [,] the
al l egations and other factual contentions have evidentiary
support . . . [, and] the denials of factual contentions are
warranted on the evidence, or . . . are reasonabl e based on a
| ack of information or belief.

Fed. R Cv. P. 11. Review of Defendant's Mtion in |ight of the

standards set forth in Rule 11 denonstrate that the Mtion is

4 Plaintiff states that after it received Defendant's instant Mtion, it

i medi ately requested that Defendant withdraw said Motion as it was likely to be
violative of Federal Rule of Civil Procedure 11. (See Pl.'s Mem of Law Qpposing
Def.'s Mot. for Summ J., Ex. A).

> Plaintiff's response to Defendant's Mtion does not seek Rule 11

sancti ons.
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i ndeed defective. Def endant, as the party noving for sunmary
judgment, has the initial burden of showing the basis for its

notion. See Celotex Corp. v. Catrett, 477 U S. 317, 323 (1986).

Def endant not only fails to satisfy its burden but inperm ssibly
seeks to shift its burden to Plaintiff. Def endants argue that
"unless [P]laintiff submts evidence sufficient to withstand a
directed verdict in opposition to this [Motion, [Defendant] is
entitled to summary judgnent in its favor on the eight (8) causes
of action asserted in the Conplaint . . . " (Def.'s Mdt. for Summ
J. at 4). It is axiomatic that the noving party bears the burden
of denonstrating that there is an absence of evidence to support

t he nonnoving party’s case. See Celotex Corp. v. Catrett, 477 U S

317, 325 (1986). As Defendant's Mdtion fails to denonstrate that
there is an absence of evidence to support Plaintiff's case,
Def endant's Mtion will be denied to the extent that it seeks
summary judgnent on Plaintiff's clains.

Def endant al so seeks sunmary judgnment on its counterclains,
"the first seven . . . of which are declaratory judgnent actions
mrroring the causes of action in [P]laintiff's Conplaint."
(Def."'s Mot. for Summ J. at f 3). Def endant, however wholly
ignores its first seven counterclains and i nstead focuses solely on
its defamation claim which arises from allegedly defamatory
| anguage contained in a press rel ease issued by Plaintiff. (Def.'s

Mot. for Sunm J. at § 9). Defendant's argunent is inpotent as it



fails to denonstrate that there exi sts no genui ne i ssue of materi al
fact as to each elenent of a defamation claim VWile it would be
convenient to sinply rely on Defendant's claim that there is
defamati on per se, convenience is not the focus of the Court's
inquiry in this context. Accordingly, Defendant's Mtion wll be
denied as to each of its counterclains.

Plaintiff seeks sanctions pursuant to 28 U S C § 1927.
Section 1927 states as foll ows:

Any attorney or any other person admtted to conduct cases in

any court of the United States or any territory thereof who so

multiplies the proceedings in any case unreasonably and

vexatiously may be required by the court to satisfy personally

the excess costs, expenses, and attorney’s fees reasonably

i ncurred because of such conduct.
28 U S.C. § 1927 (enphasis added). Plaintiff argues that the
filing of the instant Mdtion for Summary Judgnent was intended to
harass. Plaintiff does not expressly address whether Defendant's
counsel s conduct was made in bad faith, and, therefore, does not
address whet her Defendant's counsel’s conduct is sanctionable.

| mposition of attorney’s fees and costs under 8§ 1927 is
reserved for behavi or “of an egregi ous nature, stanped by bad faith

that is violative of recognized standards in the conduct of

l[itigation.” See Baker Indus., Inc. v. Carburize Ltd., 764 F. 2d

204, 308 (3d GCr. 1985) (citation omtted). See also In re

Ot hopedi c Bone Screw Products Liability Litigation, Nos. 98-1762,

98- 1829, 1999 W 796833, at *13, (E.D. Pa. Oct. 7, 1999). Fees rmay

not be awarded under 8§ 1927 unless there is a “finding of willful
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bad faith on the part of the offending attorney.” Baker |ndus.
764 F.2d at 209. Bad faith is found where there is “indication of

an intentional advancenent of a baseless contention that is made

for an ulterior purpose, e.g., harassnent or delay.” See Ford v.

Tenple Hosp., 790 F.2d 342, 347 (3d G r. 1987) (enphasis added).

This indication may be express or inplied fromstatenents nmade on
the record that a court may interpret as proving bad faith. See

Zak v. Eastern Pa. Psychiatric Institute of the Med. Coll ege of

Pa., 103 F.3d 294, 297-98 (3d Cir. 1996); Horizon Unlimted, Inc.

V. Richard Silva & SNA, Inc., No. CV.A 97-7430, 1999 W. 675469,

at *3 (E.D. Pa. Aug. 31, 1999). Utimately, this section should be
utilized only where an attorney “willfully abuse[s] the judicial

process.” In re Othopedic Bone Screw Products Liability

Litigation, Nos. MDL 1014, 1998 W. 633680, at *3, (E.D. Pa. Aug.

14, 1998) (enphasis added). See also Baker Indus., 764 F.2d at

208. A court, when inposing a fine under 8§ 1927, nust articul ate

a basis for the ambunt of said fine. See Prosser v. Prosser, 186

F. 3d 403, 407 (3d Gr. 1999).

In light of the foregoing, Plaintiff’'s § 1927 notion may lie
only for abuses of the judicial process. This Ilimted
applicability of 8 1927 is buttressed by the Third Crcuit’s
definition of bad faith as the “intentional advancenent of a

basel ess contention.” Ford, 790 F.2d at 347. Contention, in the

context of relevant case law, entails argunents, notions,
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obj ections, discovery disputes, etc. See, e.qg., In re Prudential

Ins. Co. of Am Sales Practices Litig., 63 F. Supp. 2d 516, 525

(E. D Pa. 1999) (upholding in part magi strate judge’s
recommendati on t hat sanctions be i nposed pursuant to 8 1927 because
counsel, inter alia, “bonbard[ed] the Court with paper.”); 1n re:

O thopedic Bone Screw Prod. Liability Litig., No. MDL 1014, 1998 W

633680, at *3 (E.D. Pa. Aug. 14, 1998) (considering 8§ 1927
sanctions plaintiff's legal commttee alleged to have vexatiously
multiplied the proceedings by prosecuting a conspiracy claim;

Loftus v. SEPTA, 8 F. Supp. 2d 458, 463 (E.D. Pa. 1998) (finding

that 8§ 1927 sanctions appropriate where attorney set forth
meritless defense, failed to concede that precedent dooned said

defense, and failed to withdraw said defense); Loatman v. Sunmt

Bank, 174 F.R D. 592, 609 (D.N.J. 1997) (finding 8 1927 sanctions

appropriate where, inter alia, defendant’s conduct disrupted

litigation such that case lingered for “over a year of notion
practice unrelated to the nerits of the class action.”); H cks v.
Arthur, 891 F. Supp. 213, 215-16 (E. D. Pa. 1995) (inposing § 1927
sanctions because of party’ s “massive over-pleading”); Boykin v.

Bl oonsburg Univ. of Pa., 905 F. Supp. 1335, 1335 (M D. Pa. 1995)

(i mposing 8 1927 sanctions where attorney pursued claim although
advi sed by court that claimwas tine-barred).
Defendant's reply to Plaintiff's response, however, goes a

long way to reform what night have otherwi se been a abuse of
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process sanctionabl e under 8 1927. Defendant's reply brief cites
case law and attenpts to raise genuine issues of material fact
regarding both its counterclains and Plaintiff's clains. In |ight
of Defendant's reply nenorandum the Court cannot conclude that
Def endant filed the instant Motion in bad faith. While Defendant's
Motion and reply do not persuade this Court that Defendant is
entitled to summary judgnent pursuant to Federal Rule of Cvil
Procedure 56(c), it does persuade the Court that sanctions under 8§
1927 are i nappropriate. Accordingly, Plaintiff's request for such
sanctions will be denied.

Finally, Plaintiff filed a Motion to Stri ke Defendant's Reply
Menor andum and t he Ference Decl aration which the Court will deny.
This denial is made notw thstanding Defendant's m sleading and
unfounded statenent that Local Rule 7.1(a) provides that "[t]he
Court may require or permt further briefs if appropriate.”
(Def.'s Mem of Law in Qpp. to Pl.'s Mt. to Strike at 2).
Moreover, the Court's decision on Plaintiff's Mdtion to Strike is
made notw t hst andi ng Defendant's peculiar argunent that Plaintiff
only wishes to deflect the Court's attention fromthe nerits of
this case. I ndeed, a review of the record suggests that it is
Def endant who wi shes to ignore and/or deflect attention fromthe

merits of Plaintiff's clains.

b. Plaintiff's Mtion for Sunmary Judgnent

Plaintiff Mtion seeks the following relief: (1) summary
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j udgnent on each of its clainms; (2) the award of costs and fees
pursuant to 15 U S.C. 8 1117; and (3) an injunction against
Def endant's further use of the MAXNET nanme and mark. The Court
hereafter considers Plaintiff's argunents and Defendant's
count er ar gunent s.

Plaintiff's first cause of action is for infringenent of a
federally registered service mark under 15 U S.C § 1114(1).°
Plaintiff's second cause of action is for federal unfair
conpetition and false designation of origin under 15 U S C 8§
1125(a).” Plaintiff's third cause of action, which arises under 15
US C 8 1125(c), is for federal trademark dilution. Plaintiff's
other ~causes of action are for comon |aw service mark

infringenent, common |aw unfair conpetition, common |aw unfair

Section 1114(1) states in pertinent part as foll ows:

(1) Any person who shall, w thout the consent of the registrant--
(a) use in comrerce any reproduction, counterfeit, copy, or colorable
imtation of a registered mark in connection with the sale, offering for
sale, distribution, or advertising of any goods or services on or in
connection with which such use is likely to cause confusion, or to cause
m stake, or to deceive . . . shall be liable in a civil action by the
regi strant for the renmedi es hereinafter provided.

15 U.S.C. § 1114(1).

! Plaintiff's Motion cites a prior rendering of § 1125(a) whi ch was anended

in 1988. The current § 1125(a) provides as foll ows:

(a) Cvil action
(1) Any person who, on or in connection with any goods or services, or
any contai ner for goods, uses in conmerce any word, term nane, synbol,
or device, or any conbination thereof, or any fal se designation of
origin, false or msleading description of fact, or false or nisleading
representation of fact, which--
(A) is likely to cause confusion, or to cause nistake, or to
deceive as to the affiliation, connection, or association of such
person with another person, or as to the origin, sponsorship, or
approval of his or her goods, services, or comercial activities
by anot her person . .

15 U.S.C. § 1125(a).
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trade practices, violation of the Pennsylvania Unfair Trade
Practices and Consumer Protection Act, 73 Pa. Cons. Stat. Ann. §
202-2 et seq., and tradenmark dilution in violation of 54 Pa. Cons.

Stat. Ann. 8§ 1124.

(1) Trademark Infringenent and Unfair Conpetition
To prove trademark infringement, under both federal and
Pennsylvania law, Plaintiff nust denonstrate that (1) the mark is
valid and legally protectable, (2) it owns the mark, and (3)
Def endant' s use of the mark to identify goods or services is likely
to create confusion concerning the origin of the goods or servi ces.

See Fisons Horticulture, Inc. v. Vigoro Indus., Inc., 30 F. 23 466,

472 (3d Gir. 1994); see also Patient Transfer Sys., Inc. v. Patient

Handl i ng Solutions, Inc., CV.A No. 97-1568, 1999 W. 54568, at *4

(E.D. Pa. Jan. 29, 1999).

The first two requirenents--validity and | egal protectability-
-are satisfied where a mark is federally regi stered and has becone
"incontestabl e" under the LanhamAct. Plaintiff denonstrates that
t he service mark MAXNET was regi stered on Septenber 23, 1997, under
Regi strati on Nunber 2,098,687. (See Pl.'s Mdt. for Summ J., EX.
A) . Wile the wmark was originally assigned to Mxnet
Communi cations Systens, Inc., that conpany assigned to Plaintiff
all right, title, and interest in the MAXNET marKk. (See Pl.'s
Reply Mem of Lawin Support of Mdt. for Summ J. at 1-2, the Decl.

of Thomas Dresser which is attached thereto, and Ex. A).
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Def endant's argunent that the mark i s owned by a conpany ot her than
Plaintiff is nmeritless in light of the information provided in
Plaintiff's Reply Menorandum

A trademark i s i ncontestable where the following criteria are
satisfied: the "owner files affidavits stating that the mark has
been registered, that it has been in continuous use for five
consecutive years, and there i s no pendi ng proceedi ng and t here has
been no adverse decision concerning the registrant's ownership or
right of registration.™ Fisons, 30 F.3d at 472, n.6. In the

instant matter, however, the mark's registration is not yet five

years old and it therefore cannot be established as
"I ncontestable."” Where a registered mark has not achieved
incontestability, its validity depends on proof of secondary

meani ng, unless the mark is inherently distinctive. See id. at
472. Therefore, Plaintiff's mark may be legally protected if it
is inherently distinctive or has acquired a secondary neani ng.
The <courts have adopted the following four category
di stinctiveness continuum to aid in the evaluation of a ternms
i nherent distinctiveness: (1) fanciful; (2)suggestive; (3)

descriptive; and (3) generic. See Express Serv., Inc., 1999 W

1073614, at *1-2 (citation omtted). Plaintiff argues that its
mark is legally protectable as it is inherently distinctive due to
its fanciful or arbitrary nature. (See Pl.'s Mot. for Sunm J. at

14). Afanciful termis that which bears "no | ogi cal or suggestive
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relation to the actual characteristics of the goods." Dranoff-

Perl stein, 967 F.2d at 857; see al so Express Serv., Inc. v. Careers

Express Staffing Serv., CV.A No. 96-7291, 1999 W. 1073614, at *1

(E.D. Pa. Nov. 4, 1999). The determ nation of a mark's status is

a question of law for the Court. See Patient Transfer Sys., Inc.

v. Patient Handling Solutions, Inc., CV.A No. 97-1568, 1999 W

54568, at *4 (E.D. Pa. Jan. 29, 1999) (citation omtted). The
Court finds that the MAXNET mark is a fanciful termas it does not
otherwise relate to the characteristics of Plaintiff's goods or
services. That is, there is no logical or suggestive connection
between the MAXNET mark and Plaintiff's provision of conputer
networ ki ng services. Plaintiff therefore satisfies the requirenent
for establishing an infringenent claim by establishing that the
mark is legally protectable. (See Pl."s Reply Mem of Law in

Support of Mot. for Sunm J. at 1-2 and the Decl. of Thomas Dresser

which is attached thereto). It nust be noted that inherent to such
a finding is that the judicial systemw || afford the mark a high
degree of protection under both federal and state |aws. See

Express Serv., Inc., 1999 W 1073614, at *2. Def endant, however,

nei t her addresses whether the mark is legally protectable nor this
aspect of the well-established test for evaluating a claim for
trademark infringenent.

The central inquiry in this and other tradenmark infringenent

cases is whether there exists the "likelihood of confusion" such
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that a consuner "view ng the mark woul d probably assune that the
product or service it represents is associated with the source of
a different product or service identified by a simlar mrk.'

Dranoff-Perlstein Assoc. v. Sklar, 967 F.2d 852, 862 (3d Grr.

1992). It nust also be noted that |ikelihood of confusion is also
the test for actions brought under 15 U S C 8§ 1125(a)(1)(A) and
for unfair conpetition under Pennsylvania | aw.

Proof of actual confusion in not required but Plaintiff nust

show that the |ikelihood of confusion is present. See Ford Motor

Co. v. Summt Modtor Prod., Inc., 930 F.2d 277, 291-93 (3d Cr.

1991). To determ ne |likelihood of confusion where the parties deal
in non-conpeting |lines of goods or services, the Court nust | ook
beyond the mark to the nature of the products or services
t hensel ves, and to the context in which they are marketed and sol d.

See Fisons, 30 F.3d at 473. The closer the relationship between

the parties' products or services, and the nore alike their
respective sal es contexts, the greater the |ikelihood of confusion.
See id. Once a trademark owner denonstrates the |ikelihood of

confusion, it is entitled to injunctive relief. See |nterpace

Corp. v. lLapp Inc., 721 F.2d 460, 462 (3d Gr. 1983) (citations

omtted). As in this case, where the marks invol ved are not used
on directly conpeting nmerchandi se, a ten factor test adopted by the
Third Crcuit Court of Appeals guide the Court's anal ysis. See

Fi sons, 30 F.3d at 473-74; Dranoff-Perlstein Assoc., 967 F.2d at
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862-63; Ford Mtor Co., 930 F.2d at 293. The factors are as

foll ows:

(1) degree of simlarity between the owner's mark and the
al l eged infringi ng mark;

(2) the strength of the owner's nmark;

(3) the price of the goods and other factors indicative of the
care and attention expected of consuners when neking a
pur chase;

(4) the length of tine the defendant has used the mark w t hout
evi dence of actual confusion arising;

(5) the intent of the defendant in adopting the mark;

(6) the evidence of actual confusion;

(7) whether the goods, though not conpeting, are narketed
t hrough t he sane channel s of trade and advertised through the
sanme nedi a;

(8) the extent to which the targets of the parties' sales
efforts are the sane;

(9) the relationship of the goods [or services] in the m nds
of consuners because of the simlarity of function; and
(10) other facts suggesting that the consum ng public m ght
expect the prior owner to manufacture a product in the
defendant's market, or that he is likely to expand into that
mar ket .

Fisons, 30 F.3d at 473-74. The Court nust separately weigh the
factors to deterni ne whether a |likelihood of confusi on exi sts. See
id. at 481-82. The Fisons court stated that not all of the factors
must be gi ven equal wei ght, and the wei ght given to each factor, as
well as the overall weighing of the factors, nust be done on a
fact-specific basis. See id. at 474, n.11. Furt hernore, Fisons
instructs that each factor is not applicable in each case, and t hat
the factors are not necessarily ranked i n order of inportance. See

id. The Court now addresses the relevant factors to eval uate the
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I'i keli hood of confusion created by Defendant's all egedly infringing

use of the MAXNET mark. 8

(a) Simlarity of Plaintiff’s Mark and the
Al l eged Infringing Mark

The Court nust look to the "overall inpression" the marks
create, rather than nake a sinple side-by-side conparison. See id.
at 477-78. Mar ks are confusingly simlar where a consuner may
conclude that the products or services share a commopn source or
connection. See id. at 477. Plaintiff argues that the simlarity
between its MAXNET mark and Defendant's infringi ng MAXNET mar k and
MXNT NASDAQ synbol is facially apparent. (See Pl.'s M. for Summ
J. at 18). Defendant, on the other hand, argues that Plaintiff's
mar k, when considered in its entirety, conveys a wholly different
commerci al inpression than does Defendant's usage of "MAXNET" in
its corporate nane. (See Def.'s Resp. to Pl.'s Mot. for Summ J.
at 15). When subjected to a side-by-side conparison, the
simlarity--indeed, the identity--of the MAXNET mark, as used by
the parties, is facially manifest. Moreover, the overal
i npression conveyed by the marks used by Defendant--MAXNET and
MXNT- - suggests a commonal ity of ownership or control anong the

parties. The Court therefore finds that in the context of a

8 For reasons unexpl ai ned and not apparent, Plaintiff chose to formits

argunment on a multi-factor test, as set forth in Anerican Express Co. v. Pan Am
Express Int'l, Ltd., 509 F. Supp. 348 (E.D. Pa. 1981), that is no longer utilized by
the Third Circuit or other court within the Third Crcuit. The Court's analysis,
however, will mrror the ten-factor test discussed in recent Third Crcuit decisions
such as the 1994 Fisons decision and the 1999 decision in A & H Sportswear, Inc. V.
Victoria's Secret Stores, Inc., 166 F.3d 191 (3d Cr. 1999).
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fanciful term the MAXNET mark and Defendant's use of the MAXNET
name and the MXNT NASDAQ synbol is confusing. This confusion is
likely to create confusion anong consunmers who observe Defendant's
use of the MAXNET mark. Accordingly, this factor weighs in favor

of Plaintiff's argunent for infringenent.

(b) Strength of Plaintiff's Mark

The Fisons court instructs that consideration of this factor
is appropriate wthin the context of the four category
di stinctiveness continuum See id. at 478. As this Court held
above that the "MAXNET" mark is fanciful as no reasonabl e consuner
coul d reasonably associate the mark with the provision of conputer
net wor ki ng services, the Court's consideration of this factor is
framed by said decision

Plaintiff argues that due to its continuous and excl usive use
of the MAXNET mark, the mark "has cone to be so closely associ at ed
with Plaintiff that any other use of the mark will cause consuners
to associate Plaintiff with that use." (See Pl.'s Mt. for Summ
J. at 18). Defendant argues, however, "the mark i s not very strong
as it is either generic or descriptive when applied to the area of
conputer networks . . . ." (See Def.'s Resp. to Pl.'s Mt. for
Summ J. at 16). Def endant' s argunent is weakened, however, by
Plaintiff's evidence of inquiries received by Plaintiff concerning
the "spam e-mail" that focused on Defendant and its business

operations. (See Pl.'s Mot. for Sunm J. at 9-13). That Plaintiff
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received a volune of feedback concerning the spam e-mail which
pertained only to Defendant indicates that the MAXNET mark is
neither generic nor sinply descriptive. To the contrary, the
f eedback generated by the spame-nuail indicates a strength of mark
that may be worthy of |egal protection. Mreover, the feedback
generated by the spame-nuail indicates that the mark has gai ned an
identity associated with Plaintiff, presumably through, inter alia,
Plaintiff's continuous use of the mark over tinme--the mark has been
in comrercial use since 1990 and has been registered since 1997--
and Plaintiff's expenditures on adverti sing. Plaintiff supplied
the Court with advertising materials, which span the years 1997-
1999 and which utilize the MAXNET mark. The Court therefore finds

that the MAXNET mark is indisputably strong.

(c) Evidence of Actual Confusion

The evidence of actual confusion is weighty. Logi cal |l y,
evi dence of actual confusion provides strong indicia of the
I'i kel i hood of confusion. As discussed above Plaintiff received
hundreds of inquiries concerning the "spame-mail" that discussed
Def endant. (See Pl.'s Mt. for Summ J. at 9-13; the Declaration
of Sharon Denko). Accordingly, the evidence of actual confusion
occasi oned by Defendant's use of the MAXNET mark is probative of
the likelihood of consuner confusion. Accordingly, this factor
heavily weighs in favor of finding that Defendant infringed on

Plaintiff's nmark.
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(d) O her Factors

In light of the foregoing, while there may be sone |i kel i hood
of confusion pronulgated by Defendant's use of the MAXNET mark,
there is insufficient evidence before the Court regarding, inter
alia, the length of tinme Defendant has used the mark before actual
confusi on arose and whet her actual confusion continues as a result
of the spame-nmail which was di scussed at above, Defendant's intent
in adopting the mark, and the relationship of the parties' goods
and/or services in the mnds of consuners. As trademark
i nfringenent causes of action are extrenely fact-intensive and
case-specific, the Court is required to decide such clains on the
uni que facts and circunstances presented. On the record before it,
the Court cannot find as a matter of |aw that Defendant's use of
the MAXNET nmark to identify goods or services is likely to create
confusion such that injunctive or other relief is appropriate.
Plaintiff will therefore be denied summary judgment on Count | (8
1114(1)), Count Il (8 1125(a)), GCount IV (common law unfair
conpetition), and Count VI (common | aw service mark infringenment)

of its Conplaint.

(2) Trademark Dilution

Plaintiff states causes of action for trademark dil uti on under
federal and Pennsylvania |aw. Each cause of action is hereafter

consi der ed.
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(a) Federal Trademark Dilution Act

The Federal Trademark Dilution Act of 1995 (the "FTDA")
provi des as foll ows:
The owner of a fanobus mark shall be entitled, subject to the
principles of equity and upon such terns as the court deens
reasonable, to an injunction against another person's
commercial use in commerce of a mark or trade name, if such
use begins after the mark has beconme fanous and causes
dilution of the distinctive quality of the mark, and to obtain
such other relief as is provided in this subsection.
15 U S.C 8§ 1125(c)(1). The FTDA grants extra protection to
strong, well-recognized marks even in the absence of a |ikelihood
of consuner confusion--the classical t est for t rademar k
infringenment--if the defendant's use dimnishes or dilutes the
strong identification value associated with the plaintiff's fanous

mark. See 4 J. Thomas McCarthy, McCarthy on Tradenmarks and Unfair

Conpetition 8 24:70 (4th ed. 1997). The dilution doctrine is

prem sed upon the belief that a gradual weakening of a fanous
trademark's value of, resulting from another's unauthorized use,
constitutes an invasion of the senior user's property rightsinits
mar k and gives rise to an i ndependent comercial tort for trademark
dilution. See id.

To establish a prima facie claimfor relief under the FTDA,
Plaintiff nust plead and prove the followng: (1) It is the owner of
a mark that qualifies as a "famous" mark in light of the totality
of the eight factors listed in § 1125(c)(a); (2) Defendant is

maki ng commercial use in interstate commerce of a mark or trade
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name; (3) Defendant's use began after Plaintiff's mark becane
famous; and (4) Defendant's use causes dilution by |essening the
capacity of the plaintiff's mark to identify and di stingui sh goods

or services. See Tines Mrror Magazines, Inc. v. Las Vegas Sports

News, L.L.C, --- F.3d ---, 2000 W 526779, at *4 (3d Cr. Apri

28, 2000) (citing 4 McCarthy at 8§ 24:89); see also Hershey Foods

Corp. v. Mars, 1Inc., 998 F. Supp. 500, 504 (MD. Pa. 1998)

(citation omtted). The Tinmes Mrror court instructed that a

district court may consider eight non-exclusive factors in

determ ning the fanobusness of a mark.°® See Tines Mrror Magazines,

Inc., 2000 W. 526779, at *4. Accordingly, as the FTDA protects only
"fanmous" marks, the first step in deciding whether the owner of a
mark is entitled torelief under the statute i s determ ni ng whet her
the mark is "fanous."

Plaintiff puts forth no evidence that its federally regi stered
mark is "fanous" and therefore deserving of protection under the

FTDA. | ndeed, Plaintiff's Mtion for Sunmary Judgnent wholly

9 The factors are as foll ows:

(A) the degree of inherent or acquired distinctiveness of the mark;

(B) the duration and extent of use of the mark in connection with the goods or
services with which the mark is used

(O the duration and extent of advertising and publicity of the mark;

(D) the geographical extent of the trading are a in which the mark is used;
(E) the channels of trade for the goods and services with which the mark is
used;

(F) the degree of recognition of the mark in the trading areas and channel s of
trade used by the marks' owner and the person agai nst whomthe injunction is
sought ;

(G the nature and extent of use of the sane or simlar marks by third parties;
and

(H) whether the mark was registered under the Act of March 3, 1881, or the Act
of February 20, 1905, or on the principal register.

15 U.S.C. § 1125(c) (1) (A -(H
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ignores the federal dilution statute. (See Pl.'s Mot. for Summ J.
at 26-28). Defendant argues that Plaintiff fails to state a prim
facie case for dilution under federal law, (see Def.'s Resp. to
Pl.'"s Mot. for Sunm J. at 20), and the Court agrees. Therefore
Plaintiff's instant Mdtion wll be denied as to Count IIl, its

f ederal cause of action for trademark dil ution.

(b) Dilution Under Pennsylvania Law

Pennsyl vania's dilution statute provides as foll ows:
The owner of a mark which is fanmous in this Commonweal t h shal
be entitled, subject to the principles of equity and upon such
terns as the court deens reasonable, to an injunction agai nst
anot her person's comercial use of a mark or trade nane if
such use begins after the mark has beconme fanpbus and causes
dilution of the distinctive quality of the mark and to obtain
such other relief as is provided in this section.
54 Pa. Cons. Stat. Ann. § 1124. Plaintiff argues that "the
evidence is clear that [it] has continuously used its federally
regi stered mark for alnost ten years and defendant has just begun
using its simlar mark for simlar goods/services." (Pl.'s Mt.
for Sutm J. at 27). What Plaintiff does not clearly show,
however, is that its mark is being diluted by Defendant in the
Commonweal t h of Pennsylvania. That is, Plaintiff fails to make the
requisite showng that 1its mark is either registered in
Pennsyl vania or that its mark was in use in Pennsylvania prior to
Defendant's use. As Plaintiff fails to denonstrate that summary

judgnment is appropriate as to Count VIII, its Pennsylvania dilution

claim Plaintiff's instant Motion will be denied as to said claim
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(3) Common Law Unfair Trade Practices and Viol ation
of the Pennsylvania Unfair Trade Practices and
Consuner Protection Act

Plaintiff's Mtion for Summary Judgnent does not expressly
di scuss these causes of action. It is Plaintiff's burden to
denonstrate that there is no genuine issue of material fact for
trial. Wiile Plaintiff may wi sh the Court to divine or inply from
its Mdtion a discussion of these causes of action, the Court
refuses to do so. Accordingly, Plaintiff's instant Motion will be

denied as to Counts V and VII.

B. Plaintiff's Mbtion for Wthdrawal of Jury Demand

Rul e 38(d) of the Federal Rules of G vil Procedure provides
that once a party has demanded a jury trial, such demand may not be
w t hdrawn wi thout the consent of all the other parties. See Fed.
R CGCv. P. 38(d). Plaintiff wishes to wwthdraw its demand for a
jury trial on the belief that this lawsuit wll "be nore
expedi tiously handled by a bench trial . . . ." (Pl."s Mt. for
Wt hdrawal of Jury Trial Demand at 2). Defendant "does not object
to [P]laintiff withdrawng its jury demand wth the understandi ng
[that Defendant's] right to a jury trial on its clainms is not
adversely inpacted.” (Def.'s Resp. to Pl.'s Wthdrawal of Jury
Trial Demand at 1). Under the plain nmeaning of Rule 38(d), as the

parti es have consented, Plaintiff's Mtion will be granted.
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C. Plaintiff's Motion for Rule 11 Sancti ons

Rul e 11 provides in relevant part as foll ows:

By presenting to the court (whether by signing, filing,

submitting, or later advocating) a pleading, witten notion,

or other paper, an attorney . . . is certifying that to the

best of the person's know edge, information, and belief,

formed after an i nquiry reasonabl e under the circunstances, --
(1) it is not being presented for any inproper purpose,
such as to harass or to cause unnecessary delay or
needl ess increase in the cost of litigation;
(2) the clains, defenses, and other |egal contentions
therein are warranted by existing law or by a
nonfrivol ous argunent for the extension, nodification, or
reversal of existing |lawor the establishnent of newl aw
(3) the allegations and other factual contentions have
evidentiary support or, if specifically so identified,
are likely to have evidentiary support after a reasonabl e
opportunity for further investigation or discovery ....

Fed. R Cv. P. 11.

Rul e 11 enpowers the Court to i npose sancti ons where counsel,
inter alia, puts forth argunents for an inproper purpose. Fed. R
Cv. P. 11(b)(1). The Court is neverthel ess under no obligationto
i npose sanctions, as the operative words declare that "the court
may . . . inpose an appropriate sanction. . . ." Fed. R Cv. P
11(c) (enphasis added). The inposition of sanctions against
Def endant's counsel is not warranted in the instant case. Wile
the Court finds that Defendant's counsel's |egal contentions, as
stated in Defendant's Mdtion for Summary Judgnent, are not
meritorious, the Court does not wish to inpose sanctions as it
bel i eves that counsel's argunents, however inartful, do not exhibit

a deliberate and knowing attenpt to run afoul of the rules
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governing attorney representations to the Court. Accordi ngly,
Plaintiff's Mdtion for Rule 11 Sanctions w || be denied.

An appropriate Order foll ows.
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IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

MAXNET HOLDI NGS, | NC. : CIVIL ACTI ON
V. :
MAXNET, | NC. NO. 98-3921
ORDER

AND NOW this 31t day of May, 2000, upon consi derati on
of Defendant Maxnet, Inc.'s ("Defendant”) Mdtion for Summary
Judgnent on the Conplaint and the Counterclainms (Docket No. 36),
Plaintiff Maxnet Holdings, Inc.'s ("Plaintiff") response thereto
(Docket No. 43), Defendant's reply thereto (Docket No. 55),
Plaintiff's Mtion for Summary Judgnment (Docket No. 39),
Def endant's response thereto (Docket No. 48), Plaintiff's reply
thereto (Docket No. 49), Plaintiff's supplenmental reply thereto
(Docket No. 50), Plaintiff's Mdtion to Strike Defendant's Reply
Menor andumand t he Ference Decl arati on (Docket No. 56), Defendant's
response thereto (Docket No. 59), Plaintiff's Mtion for Wt hdrawal
of Jury Trial Demand (Docket No. 42), Defendant's response thereto
(Docket No. 52), Plaintiff's Motion for Rule 11 Sanctions (Docket
No. 51), Defendant's response thereto (Docket No. 53), and the
Decl aration of Stanley D. Ference, |1l (Docket No. 53), IT IS
HEREBY ORDERED t hat :

(1) Defendant's Mdtion for Summary Judgnment on the Conpl ai nt

and the Counterclains (Docket No. 36) is DEN ED



(2) Plaintiff's Motion for Summary Judgnent (Docket No. 39) is
DENI ED;

(3) Plaintiff's Motion to Stri ke Defendant's Reply Menorandum
and the Ference Decl aration (Docket No. 56) is DEN ED;

(4) Plaintiff's Mtion for Wthdrawal of Jury Trial Denmand
(Docket No. 42) is GRANTED;! and

(5) Plaintiff's Motion for Rule 11 Sanctions (Docket No. 51)

i s DEN ED.

BY THE COURT:

HERBERT J. HUTTON, J.

! The Court’s decision to grant Plaintiff’'s Mdtion for Wthdrawal of Jury

Trial Demand does not affect Defendant’s right to a jury trial on its counterclains.
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