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

STENOGRAPH, L.L.C., : ClVIL ACTI ON
Plaintiff :
V.

FRANCI NE SI M5, :
Def endant : NO. 99-5354

Newconer, S.J. July , 2000
MEMORANDUM

Presently before this Court are plaintiff's Mtion for
Summary Judgment and defendant's Response thereto. For the
reasons set forth below, this Court grants plaintiffs' ©Mtion for
Summary Judgment and enters judgnent for plaintiff and agai nst
defendant on plaintiff's clains for copyright infringenment and
conversion as well as defendant's counterclains for defamation
false Iight, and wongful use of process.
| . BACKGROUND

St enograph, L.L.C. provides goods and services to the
court reporting industry. On or about August 5, 1996, Stenograph
licensed its Premier Power software (“Prem er Software”) to a
court reporter, Brenda Varlack. The Prem er Software was
acconpani ed by a software protect device, also known as a “key”.
Keys are programmed with a secret code, and in order for a court
reporter to use Stenograph software, the key nust be plugged into
the parallel port of the conputer. |In addition, each key carries
a uni que serial nunber so Stenograph can maintain a record of its

sof t war e users.



Under Stenograph's |icense agreenent, Stenograph
continues to own its software and keys and only grants the
licensee the right to use the software and keys under the
conditions specified in the agreenment. The licensee is
prohibited fromtransferring Stenograph's software or keys
wi thout the prior witten consent of Stenograph. |In the event of
a violation of the |license agreenent, Stenograph has the right,

inter alia, to termnate the license and i medi ately repossess

its software and key.

On Novenber 20, 1997, Varlack filed an incident report
with the Phil adel phia Police Departnent, stating that on Novenber
19, 1997, two nal es junped out of a car on Market Street and
stole her black bag containing her |aptop conputer and a software
system Based on that police report, and pursuant to
Stenograph's |license agreenent, Varlack was permtted to purchase
repl acenent Prem er Software and key from Stenograph at a reduced
rate.

Apparently, in August and Septenber 1998, defendant
Sims contacted Stenograph's custonmer support service to obtain
assi stance using Stenograph software and the Prem er Software key
previously reported as stolen by Varlack. Sins clains she
recei ved the equi pnent and software as a gift from Varl ack.
Specifically, Sinms asserts that Varlack left the equipnent with
Sinms’ landlord to give to Sins sonetine between March and May of

1998. She al so contends that Varlack wote her a letter stating



that the equi pnent was a gift, but due to a flood in Sins’
apartnment she has been unable to find the letter.

On Qctober 8, 1998, counsel for plaintiff sent a letter
to Sins and Varl ack denmanding the return of both Prem ere
Software protect keys - the original key licensed to Varlack, and
now in Sins' possession, and the replacenent key obtai ned by
Varl ack after reporting the original key stolen. The letter
expl ained that Sins had contacted Stenograph for support of the
Prem er Software, using the original key and cl ai mng that
Varl ack had sold it to her. This letter also explained the
licensing systemused by Stenograph and the renedi es available to
St enogr aph.

On Cctober 20, 1998, Varlack sent a letter to
plaintiff’s counsel enclosing the replacenent key, and
reiterating that the original key had been stolen. On Decenber
15, 1998, Sins wote a letter to plaintiff’s counsel explaining
that the conputer equi pnment and software had been a gift from
Varl ack. Sinms explained that she had requested a |license
transfer formwhen she called for support, and that the forns
were never sent. Sins also clainmed that around Septenber 1998,
she began to receive calls fromcredit managers at Stenograph,
accusi ng her of stealing the key. She explained that she wanted
the calls to stop, and that she wanted to transfer the |icense.

On February 1, 1999, plaintiff’s counsel sent Sins a
letter containing a settlenent offer. Sins could remt paynent

for the key in the anbunt of $2,995 plus sales tax, or return the
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key. QO herw se, Stenograph would pursue | egal and equitable
remedies. On April 30, 1999, plaintiff’s counsel sent Sins their
final demand for paynent or the key before instituting the
instant |awsuit for damages and injunctive relief.

Plaintiff Stenograph brings the instant summary
j udgnent notion asserting that it is entitled to judgnent as a
matter of law on its clainms of copyright infringenent and
conversi on, and defendant's counterclainms of defamation, false
Iight and wongful use of process. Stenograph also asserts that
it isentitled to imediate return of the Prem er Software and

key.



1. SUWARY JUDGVENT STANDARD

A review ng court may enter summary judgnent where
there are no genuine issues as to any material fact and one party
is entitled to judgnent as a matter of law. \Wite v.

West i nghouse Electric Co., 862 F.2d 56, 59 (3d Cr. 1988). The

evi dence presented nust be viewed in the |light nost favorable to
t he non-noving party. [d. "The inquiry is whether the evidence
presents a sufficient disagreenent to require subm ssion to the
jury or whether it is so one sided that one party nust, as a

matter of law, prevail over the other."” Anderson v. Liberty

Lobby, Inc., 477 U. S. 242, 249 (1986).
The noving party has the initial burden of identifying
evidence that it believes shows an absence of a genuine issue of

material fact. Celotex Corp. v. Catrett, 477 U S. 317, 324

(1986); Childers v. Joseph, 842 F.2d 689, 694 (3d Cir. 1988).

The noving party's burden may be di scharged by denonstrating that
there is an absence of evidence to support the nonnoving party's
case. Celotex, 477 U.S. at 325. Once the noving party satisfies
its burden, the burden shifts to the nonnoving party, who nust go
beyond its pleadi ngs and designate specific facts by use of
affidavits, depositions, adm ssions, or answers to
interrogatories showng there is a genuine issue for trial.
Celotex, 477 U.S. at 324. Moreover, when the nonnoving party
bears the burden of proof, it nust "nmake a show ng sufficient to
establish the existence of [every] elenent essential to that

party's case." Equimark Commercial Fin. Co. v. C1.T. Fin.
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Servs. Corp., 812 F.2d 141, 144 (3d Gr. 1987) (quoting Celotex,

477 U.S. at 322). Summary judgnent nust be granted "agai nst a
party who fails to nmake a showi ng sufficient to establish the
exi stence of an el enent essential to that party's case, and on
which that party will bear the burden of proof at trial." \Wite,
862 F.2d at 59 (quoting Celotex, 477 U.S. at 322).
L1l DI SCUSSI ON

A COPYRI GHT | NFRI NGEMENT

Plaintiff's first claimis for copyright infringenent.
To prove copyright infringenent, Stenograph nust establish: (1)
that it owns a valid copyright; and (2) that the defendant copied

t he copyrighted material. See Ford Mdtor Co. v. Summt Motor

Products, Inc., 930 F.2d 277, 290 (3d Cir. 1990). Stenograph’s

Certificate of Registration fromthe U S. Copyright Ofice for

its Premer Software is prinma facie evidence of the validity and

ownership of its copyright. See id. at 290-291

As to the second elenent, Sins has admtted to using
the software. “If a defendant admts to using copyrighted
material, that alone would nake the defendant |iable for
copyright infringenent, absent the owner’s authorization.” Mjor

League Baseball Pronotion v. Colour-Tex, 729 F.Supp. 1035, 1039

(D.N.J. 1990). The Court finds that even if Sinms relied on a
representation fromVarlack that the conputer and Prem er
Software were gifts to her, it would not effect the determ nation

of infringenment. See Fitzgerald Publishing Co. v. Baylor

Publ i shing Co., 807 F.2d 1110, 1113 (2d Gr. 1986). The Court
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determ nes as a matter of |aw that defendant Sins has infringed
upon Stenograph's copyright and that she has not produced any
genui ne issues of material fact relating to the issue of
infringenment. Accordingly, summary judgnment on the issue of
infringenent is granted in favor of plaintiff.

B. CONVERSI ON

Plaintiff also brings a claimfor conversion, which is
“the deprivation of another’s right to property, or use or
possession of a chattel, or other interference therewith w thout

the owner’s consent and without legal justification.” Prudentia

Ins. Co. of Anerica v. Stella, 994 F. Supp. 318, 323 (E.D. Pa.
1998). To be found liable for conversion, Sins is not required
to have had any conscious intent of wongdoing. See id. Sinply
by using Stenograph's equi pnment and Prem er Software, Sinms was
using the property wi thout the owner’s consent or |egal
justification. Even if the software had been a gift to Sins,
once Stenograph informed her that it did not belong to her and
that she had no license to use it, Sins’ refusal to return the
key upon Stenograph's request for its return constituted
conversion. See id.

Al t hough Sinms argues that the property did not bel ong
to Stenograph because it had been sold to Varlack, that is
incorrect. The agreenent between Varl ack and Stenograph was a
Iicense agreenent. VWile “under the first sale doctrine, a sale
of a ‘lawfully nmade’ copy term nates a copyright holder’s

authority to interfere wth subsequent sales or distribution of
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that particular copy, [a] copyright owner does not forfeit his

right of distribution by entering into a |licensing agreenent.”

Adobe Systens Inc. v. One Stop Mcro, Inc., 84 F. Supp.2d 1086,
1089 (N.D. Cal. 2000). A copyright owner’s software cannot be
transferred where the |icense agreenent expressly forbids it.

See Equi nox Software Systens Inc. v. Airgas, lInc., 1997 W. 12133

(E.D.Pa. 1997). Here, Stenograph retained control of the
software and explicitly stated that the |icense could only be
transferred at the request of Varl ack.

Def endant has produced no evidence of any genui ne
i ssues of material fact relating to conversion. Therefore,
summary judgnent is granted in favor of the plaintiff on the
cl ai m of conversi on.

C STENOGRAPH S REQUEST FOR AN | NJUNCTI ON

St enograph seeks in the instant case to have its
equi pmrent and Prem er Software returned by Sins. To obtain
injunctive relief, Stenograph nust prove: (1) a reasonable
probability of success on the nerits; (2) irreparable injury if
the injunction does not issue; (3) that the harmto plaintiff is
greater than the anticipated harmto defendant; and (4) that the

injunction serves the public interest. Gerardi v. Pelullo, 16

F.3d 1363 (3d Cir. 1994).

This court has granted summary judgnent in favor of the
plaintiff on the clainms of copyright infringement and conversion,
and therefore the first requirenent has been net. “A copyright

plaintiff who nakes out a prinma facie case of infringenent is
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entitled to a prelimnary injunction without a detail ed show ng

of irreparable harm” Apple Conputer, Inc. v. Franklin Conputer

Corp., 714 F.2d 1240, 1254 (3d Cir. 1983). Furthernore, the
Court determines that any harmto Sins business is outweighed by
t he damage done to Stenograph by Sins’ infringenment. See id. at
1255. Moreover, the public interest is served by uphol ding the
copyright. See id. Therefore the request for injunction here is
gr ant ed.

D. DEFAVATI ON COUNTERCLAI M

Def endant has brought a counterclaimfor defamation
against plaintiff. Defendant contends that the COctober 8, 1998
letter fromplaintiff's counsel contained defamatory statenents
and that Dennis Konorowski, a credit nmanager for plaintiff, nade
def amat ory statenents.

The Court finds that the letter fromplaintiff’'s
counsel to Sins and Varl ack dated October 8, 1998 is privil eged
and therefore cannot be the basis of a defamation claim
Absol ute privilege applies to communi cati ons which are issued in
the regul ar course of judicial proceedings or prelimnary to a
proposed judicial proceeding and which are pertinent and nmateri al

to the redress or relief sought. See Buschel v. Metrocorp., 957

F. Supp. 585, 598 (E.D.Pa. 1996). The privilege serves to
encour age everyone involved in a judicial proceeding “to speak
frankly and argue freely w thout danger or concern that they may

be required to defend their statenents in a |ater defamation



action.” Smth v. Giffiths, 327 Pa.Super. 418, 422, 476 A 2d

22, 24 (1984).

Wth respect to the statenents made by Konorowski, Sins
must prove each of the followng: (1) the defamatory character of
the communication; (2) its publication by the defendant; (3) its
application to the plaintiff; (4) the understanding by the
recipient of its defamatory neaning; (5) the understanding by the
recipient that it is intended to be applied to the plaintiff; (6)
special harmresulting to the plaintiff; and (7) abuse of a

conditionally privileged occasion. See Furillo v. Dana Corp. V.

Parish Div., 866 F.Supp. 842, 847 (E.D.Pa. 1994).

Assum ng arguendo, that Sins is correct in her
al | egations that Konorowski told her she had stolen the products,
and she in fact did not steal the product, then Konorowski's
statenments woul d be defamatory. However, Sins has failed to
produce any evidence of the other elenents of a defamation claim
whet her the statenment was published; whether anyone overheard the
statenent; whether any hearer woul d have known the statenents
applied to Sins; and any special harmto Sins. By failing to
produce evidence of all of the elenents of defamation, Sins has
failed to show that there are any genuine issues of material fact

concerning her defamation claim
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E. FALSE LI GHT COUNTERCLAI M

Def endant al so raises a counterclaimfor false |ight.
“One who gives publicity to a matter concerni ng anot her that
pl aces the other before the public in a false light is subject to
liability to the other for invasion of his privacy, if: (1) the
false light in which the other was placed woul d be highly
of fensive to a reasonabl e person; and (2) the actor had know edge
of or acted in reckless disregard as to the falsity of the
publicized matter and the false light in which the other would be

pl aced.” Neish v. Beaver Newspapers, Inc., 398 Pa. Super. 588,

598, 581 A 2d 619, 624 (1990). To place Sins in a false light,
the comments by Stenograph nust be untrue. See id.

The letter from Stenograph’s counsel to Sins and
Varl ack did not contain any information which was untrue. Even
if the letter had contained informati on which was untrue,
plaintiff’s counsel has absolute privilege, precluding the letter
fromqualifying as a basis of a false light claim

The tel ephone calls from Konorowski to Sins, if the
al l egations are true, may be considered untrue coments. '
However, the statenents nust al so have been publicized. To
satisfy publicity, the matter nust be nmade public, conmunicated

to the public at large, or to so many people that it is

substantially certain to becone public know edge. See Kryeski V.

Schott d ass Technologies, Inc., 426 Pa.Super. 105, 118, 626 A 2d

'The Court has not found that Sins stole the software and key.
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595, 602 (1993). The Court determ nes that the phone calls from
Konorowski to Sins cannot be considered to have been made public.
Sinms has presented no evidence that the subject of these phone
calls was ever comunicated to others so that it could be
considered a matter of public know edge.

The Court finds defendant has produced insufficient
evi dence to support the false light claim Accordingly, sumary
judgnent is granted for plaintiff as to defendant's counterclaim
for false light.

F. WRONGFUL USE OF PROCESS COUNTERCLAI M

Def endant's final counterclaimis for wongful use of
process. I n Pennsylvania, abuse of process is defined as “the
i nproper use of process after it has been issued, that is, a

perversion of it.” Caplan v. Fellheiner Eicher Kaskey &

Braverman, 884 F. Supp. 181, 182 (E.D.Pa. 1995). A claimfor
abuse of process is sustained not by wongful initiation of a
suit, but perversion of the |egal process once a suit has been
started. See id. at 182-183.

Def endant, in her Amended Conplaint, clains that the
instant suit was brought for sone other purpose than stated in
the Conplaint, and that it was instituted wwth a malicious notive
and | acki ng probabl e cause. Defendant, however, has produced no
evi dence that Stenograph’s actions after initiation of the suit
were a perversion of the |egal process. Accordingly, summary
judgnent as to the wongful use of process claimis granted in

favor of plaintiff.
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This Court finds that upon consideration of the
evi dence submtted in conjunction with plaintiff's Mtion for
Summary Judgnent and defendant's Response thereto, sunmary
judgnent shall be granted in favor of plaintiff for plaintiff's
clains for copyright infringenment and conversion as well as
defendant's counterclainms for defamation, false |ight, and

wrongful use of process.

Clarence C. Newconer, S. J.
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IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

STENOGRAPH, L.L.C., : ClVIL ACTI ON
Plaintiff :
V.

FRANCI NE SI M5, :
Def endant : NO. 99-5354

ORDER

AND NOW this day of July, 2000, upon consideration
of defendants’ Mdtion for Summary Judgnent, and plaintiff’s
response thereto, it is hereby ORDERED as fol |l ows:

(1) Plaintiff's Mtion is GRANTED.

(2) JUDGMENT shall be ENTERED for plaintiff and
agai nst defendant on plaintiff's clains for copyright
i nfringenent and conversion as well as defendant's counterclains
for defamation, false |ight, and wongful use of process.

(3) Plaintiff is entitled to the imedi ate return of
all copies of the Prem er Power Software and the software protect
device or key in the possession of defendant Francine Sins.

Def endant shall deliver the Prem er Power Software and key to the
of fice of Stenograph's |ocal counsel, Kelly MLaughlin & Foster,
1617 JFK Boul evard, Suite 1690, Phil adel phia, PA 19102 within 15
days of this O der.

(4) The parties shall file all pretrial nmenoranda,

i ncl udi ng, proposed findings of fact and concl usions of |aw, on
the remai ning i ssues of trade secret m sappropriation and

damages. The Final Pretrial Conference in this matter shall be
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held in Chanbers on July 18, 2000 at 3:15 PMas originally
schedul ed.

AND I T I'S SO ORDERED

Clarence C. Newconer, S.J.
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