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

FI NANCI AL SYSTEMS SOFTWARE, Ltd. : O VIL ACTI ON
V. :
FI NANCI AL SOFTWARE SYSTEMS, Inc. : NO 97-3356

MEMORANDUM and ORDER

Norma L. Shapiro, S.J. Decenber 7, 1999
Plaintiff Financial Systens Software (“Financial Systens”)
filed an action agai nst defendant ("Financial Software”) for
viol ation of the Lanham Act, 15 U.S.C. § 1125(a)! (“the Act”);
defendant filed a counterclaimalso alleging violation of
8§ 1125(a). Before the court are cross-notions for sunmary
judgnent on plaintiff’s Conplaint, and plaintiff's petition to
present new evidence in support of its summary judgnent notion.

For the reasons stated below, plaintiff's notion to present new

! The relevant portion of 15 U.S.C. 8§ 1125(a) states in
rel evant part:

(1) Any person who, on or in connection wth any goods
or services, or any container 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
fal se or m sl eading representation of fact, which--
(A) is likely to cause confusion, or to cause
m stake, or to deceive as to the affiliation,
connection, or association of such person with
anot her person, or as to the origin, sponsorship,
or approval of his or her goods, services, or
comercial activities by another person,
shall be liable in a civil action by any person who
believes that he or she is or is likely to be damaged
by such act.



evidence will be granted but its notion for summary judgnent will
be deni ed, and defendant’s cross-notion for sunmmary judgnment wl |
be granted. Defendant’s counterclaimw ||l be di sm ssed.

BACKGROUND

Plaintiff Financial Systens has sold a variety of software
products in the securities industry under the unregistered narks?
FI NANCI AL SYSTEMS SOFTWARE and FSS since 1988 (Stip. Part 11 91
6-7), but Financial Systens did not use the FSS mark in
advertising from 1991/1992 to 1994. The FSS mark of Fi nanci al
Systens at first consisted of nothing nore than the three letters
together; the mark was | ater changed to include occasionally the
three initials aligned diagonally on a grid, but Financial
Systens al so continued to use just the “FSS” initials.

Fi nanci al Systens products are used for financial risk
managenent and trading. (Stip. Part | 9§ 23-26.) Until 1998,

t hese products were on floppy disks or CD's, sold off-the-shelf
and installed by the custoner. (Stip. Part | Y 114-120.)

Fi nancial Systens is currently expanding its product line to

i nclude software identical to that sold by defendant Fi nanci al
Software. (Pl. Supplenent in Supp. of Mdt. for Sunm J.)
Plaintiff Financial Systens sells its products to banks,

i nvest ment groups, and other financial institutions. (Pl. Br.

2 The term“mark” includes the terns “trademark,” “service
mark,” and “trade dress,” unless otherw se stated.
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Ex. 46.)

In 1992, defendant Financial Software began using the
unregi stered FI NANCI AL SOFTWARE SYSTEMS and FSS marks to sel
ri sk managenent software in the securities industry. (Stip. Part
Il 97 2, 18.) Defendant’s FSS mark consists of the initials
“FSS” below a Bell curve, a synbol used in defendant’s field.
(Def. Br. at 11.) Defendant’s products are used for trading,
calculation of interest rates, and risk nmanagenent. (Def. Br. at
9.) This software is sold to the sane custoners as those of
Fi nanci al Systens, (Stip. Part Il § 25), and installed on-site.
(Def. Br. at 9.) Shortly after Financial Software began using
these marks, it received several tel ephone calls from custoners
who were attenpting to call plaintiff Financial Systens. (Stip.
Part |1 99 26-29.)

In Cctober, 1994, Financial Systens assigned its marks and
goodwi I | to FNX Ltd., a conpany owned by Farid Naib, a forner
busi ness partner of Financial Software’ s president, Cerald
Thurston, Jr. (Stip. Part |I. 1 22, 80-84.) In May, 1996, FNX
Ltd. assigned the marks and their goodw || to Financial Systens,
(Stip. Part I § 102) and Financial Systens “stepped into the

shoes” of FNX Ltd.?3

% A nmark is usually not abandoned if the owner assigns the
mark with its goodwill, see dark & Freeman Corp., 811 F. Supp.
137, 139 (S.D.N. Y. 1993); the assignee of the mark “steps into
the shoes” of the assignor. See id.

Def endant asserts plaintiff abandoned its marks by selling
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Dr. Mandouh Barakat, President of Financial Systens, first
becane aware of defendant’s use of FINANCI AL SOFTWARE SYSTEMS and
FSS in 1992/1993. (Stip. Part | 943.) In August, 1994, he sent
defendant a letter requesting it to cease using the marks.

(Stip. Part 1 § 64.) In August, 1996, plaintiff began using new
regi stered marks: “MBRM and “Mandouh Barakat Ri sk Managenent.”
(Stip. Part | 9§ 108-009.)

On Novenber 18, 1996, Financial Systens, filing this action
agai nst Financial Software, alleged false representation under 15
US C 8§ 1125(a), common |law trade infringenent, and violation of
Ohio's trademark laws. Financial Software filed a counterclaim
for violation of 8 1125(a). After discovery, both parties have

noved for summary judgnent on Count | of the Conplaint.*

DI SCUSS| ON

St andard of Revi ew

Summary judgnent may be granted only “if the pl eadi ngs,

depositions, answers to interrogatories, and adm ssions on file,

themto Nai b, who could not use them because of a non-conpetition
agreenent between hinself and Thurston. Since Naib could not

| egal |y use these marks when he purchased them defendant argues
that Naib had no rights in the marks to sell to plaintiff.

Whet her the trademark rights purchased by Naib are inchoate unti
resold to plaintiff, need not be decided to resolve the notions.

4 Plaintiff voluntarily withdrew Count Il (comon | aw
infringenment) and Il (infringenment under GChio |law) on July 28,
1997.
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together with the affidavits, if any, show that there is no
genui ne issue as to any material fact and that the noving party
is entitled to judgnent as a matter of law” Fed. R Cv. P.
56(c). A defendant noving for summary judgnent bears the initial
burden of denonstrating there are no facts supporting the
plaintiff’s claim then the plaintiff nust introduce specific,
affirmative evidence there is a genuine issue for trial. See

Celotex Corp. v. Catrett, 477 U S. 317, 322-324 (1986). “Wen a

nmotion for summary judgnent is nmade and supported as provided in
[ Rul e 56], an adverse party may not rest upon the nere
all egations or denials of the adverse party’s pleading, but the
adverse party’'s response, by affidavits or as otherw se provided
in [Rule 56], nust set forth specific facts showing that there is
a genuine issue for trial.” Fed. R Cv. P. 56(e).

The court nmust draw all justifiable inferences in the non-

movant’s favor. See Anderson v. Liberty Lobby, Inc., 477 U.S.

242, 255 (1986). A genuine issue of material fact exists only
when “the evidence is such that a reasonable jury could return a
verdict for the non-noving party.” 1d. at 248. The non-novant
must present sufficient evidence to establish each elenent of its

case for which it will bear the burden at trial. See Mat sushita

Elec. Indus. Co. v. Zenith Radio Corp., 475 U. S. 574, 585-86

(1986) .

The parties in this action, in filing cross-notions for
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summary judgnent, concede there are no genui ne issues of materi al
fact, and the only issues are matters of law for the court to

deci de.

1. Trademark Infringenent Law

The el enents of trademark infringenent are: (1) a valid and
legally protectible mark; (2) ownership of the mark; and (3)
I'i kel i hood of confusion concerning the origin of the goods or

servi ces when used by the other party. See Fisons Horticulture,

Inc. v. Vigoro Indus., Inc., 30 F.3d 466, 472 (3d Cir. 1994),;

Ford Mbtor Co. v. Sunmmt Mdtor Products, Inc., 930 F.2d 277, 291

(3d Gr. 1991); Opticians Ass'n of America v. |ndependent

Opticians of Anerica, 920 F.2d 187, 192 (3d G r. 1990).

A Validity and Protectibility of a Mark
A mark is only protected by the LanhamAct if it is

“distinctive.” See Specialty Measurenents, lInc. v. Measurenent

Systens, Inc., 763 F. Supp. 91, 94 (D.N.J. 1991). A mark nmay

fall into one of four categories: arbitrary or fanciful,

suggestive, descriptive, and generic. A J. Canfield v.

Honi ckman, 808 F.2d 291, 296 (3d Cir. 1986). |If the mark is
arbitrary or suggestive, it is considered inherently distinctive
and automatically protectible. 1d. at 297, Specialty

Measurenents, 763 F. Supp. at 94. |If the mark is descriptive, it
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is only protected if it has acquired secondary neaning. A J.
Canfield, 808 F.2d at 297. A generic mark is not protected. |d.
Because the narks at issue are unregistered, the party seeking
protection has the burden of proving that the mark is arbitrary,
suggestive, or descriptive. See id.

A mark is considered arbitrary if it “bear[s] ‘no |ogical or

suggestive relation to the actual characteristics of the goods.

Id. at 296(quoting Keebler Co. v. Rovira Biscuit Corp., 624 F.2d

366, 374 n. 8 (1st Cir.1980)); a suggestive mark “suggest][s]

rat her than describe[s] the characteristics of the goods.” |d.
A descriptive mark “descri be[s] a characteristic or

ingredient of the article to which it refers.” A J. Canfield,

808 F.2d at 296. For a descriptive mark to be protected, the
owner of the mark nust denonstrate that the mark has gai ned
secondary neani ng; “[s]econdary neani ng exi sts when the tradenark
is interpreted by the consum ng public to be not only an
identification of the product, but also a representation of the

product's origin.” Scott Paper Co. v. Scott’'s Liquid Gold, Inc.,

589 F.2d 1225, 1228 (3d Cr. 1978).
A generic mark is not protected because the mark is “the

common descriptive nane of a product class.” A J. Canfield, 808

F.2d at 296. The purpose of trademark protection is to protect
the public fromconfusion and “enabl[e] the buyer to distinguish

t he goods of one producer fromthe goods of others.” [d. at 304.



Generic marks are not protected because conpetitors nust use
t hese words to describe the product; to hold otherw se woul d

stifle conpetition. See id. at 304-05.

B. Omership of a Mark
To prevail under the Act, the party nust show that it owns
the mark in question. The mark belongs to the party who is the

first adopting and continuously using the mark. See Ford Mot or,

930 F.2d at 297(citing Tally-Ho Inc. v. Coast Community Coll ege

Dist., 889 F.2d 1018, 1022-23 (11th Cr. 1990)). Trademark
rights are acquired “through actual prior use in commerce.”

Tally-Ho, Inc., 889 F.2d at 1022(citing United States v.

Steffens, 100 U S. 82 (1879)). Because trademark rights arise
only in connection with commercial activity, “actual and
continuous use is required to acquire and retain a protectible
interest in a mark.” [d. at 1022-1023(footnote omtted). The
party asserting ownership of the trademark nust present evi dence
that the trademark has achi eved significant nmarket penetration;

sal es volune must be nore than de mininus. See Lucent

| nformati on Managenent, Inc. v. Lucent Technol ogies, Inc., No.

98-7203, slip. op. at 10 (3d Cr. Aug. 3, 1999) (holding limted
use of a mark did not constitute prior use in commerce sufficient

to establish rights in the mark).
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For either party to obtain trademark rights in the FSS
mark, it nust have used the mark as nore than an abbreviation for
the conpany’s or product’s nane; initials as an abbreviation are
nmerely shorthand for another nane or mark rather than a separate
mark with a distinct nmeaning. To gain protection, a party nust
have used the initials, |ike any other trademark, to show the

source of its goods or services. See A J. Canfield, 808 F.2d at

304.°

C. Li kel i hood of Confusion

The court nust consider the |ikelihood of confusion to the
consum ng public if there is a valid, protectible mark.® |If
parties use a mark concurrently and their goods directly conpete
with each other, the court will “rarely | ook beyond the mark

itself." A&H Sportswear Inc. v. Victoria' s Secret Stores, Inc.,

> Defendant raises the issue whether plaintiff’s original
use of the FSS initials was to indicate source or nerely as an
abbreviation for “Financial Systens Software.” Because this
court finds that defendant presently owns the trademark rights to
its FSS mark, and cannot be precluded fromusing its mark by
plaintiff, this court need not reach the issue of Financi al
Systemis original use of the initials.

¢ Plaintiff Financial Systems argued in its brief that a
“possi bility of confusion” standard governs the all eged
i nfringenment because defendant is newto the United States
market. (Pl. Br. at 21-22.) The Court of Appeals has since held
“that the appropriate standard for determ ning trademark
i nfringement under the Lanham Act is the likelihood of
confusion.” A&H Sportswear Inc. v. Victoria s Secret Stores,
Inc., 166 F.3d 197, 205 (3d Cir. 1999).
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166 F.3d 197, 202 (3d Cir. 1999)(quoting Interpace Corp. v. Lapp,

Inc., 721 F.2d 460, 462 (3d Cr. 1983)); see Fisons Horticulture,

Inc., 30 F.3d at 472. |If the goods or services at issue do not
directly conpete in the sane market, the court weighs the

rel evant factors di scussed in Scott Paper, 589 F.2d at 1229:

(1) the degree of simlarity between the owner's mark
and the alleged infringing mark;

(2) the strength of owner's mark;

(3) the price of the goods and other factors indicative
of the care and attention expected of consuners when
maki ng a purchase;

(4) the length of tinme the defendant has used the mark
wi t hout evidence 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

mar ket ed t hrough the sane channel s of trade and
advertised through the sane nedi a;

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

(9) the relationship of the goods in the mnds of the
public 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.”

Scott Paper Co., 589 F.2d at 1229.

[11. PLAINTIFF S COVPLAI NT
A FI NANCI AL SYSTEMS SOFTWARE Mar k

For a party to prove that its mark is distinctive (not
generic), it nust “show that the primary significance of the term
in the mnds of the consum ng public is not the product but the

producer.” Kellogg Co v. National Biscuit Co., 305 U. S. 111, 118

(1938), adopted in 15 U.S.C. 8§ 1064 (1994) (applying to petitions
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for cancellation of trademarks). The court |ooks at a mark as a

whol e, not the individual words. Technical Pub. Co. v. Lebhar-

Friedman, Inc., 729 F.2d 1136, 1140 (7th Gr. 1984).

Plaintiff has produced evidence it has goodwill in the mark,
but that does not in itself establish primary significance.
FI NANCI AL SYSTEMS SOFTWARE defines a particul ar product genus:
software pertaining to financial systens. Plaintiff’s product
has been defined as a “financial calculator,” (Def. Br. at 3),
“back room systens” (Pl. Reply Br. at 16), “pricing sheets”
(Stip. Part 1 § 23), and “small systens” (Stip. Part | § 23), but
these products are all financial systens software, regardless of

source. Cp. Technical Pub. Co., 729 F.2d at 1136 (“Software

News” is a generic mark). In one of the exhibits submtted by
plaintiff, the term“systens software” is used as a vol une
headi ng for “The Software Users Year Book 1991.” (Pl. Br. EX.
6). By adding the adjective “financial” to its nane, an

adj ective easily used to describe the type of “systens software,”
plaintiff did not make the mark | ess generic. Because FI NANCI AL
SYSTEMS SOFTWARE is generic, it is unprotected under the Act.
Plaintiff presents evidence of secondary neani ng, but such
evidence is irrelevant if the mark is generic. See A J.

Canfield, 808 F.2d at 297.

B. FSS Mar k

1. Validity and Protectibility of the Mark
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The FSS mark is arbitrary because it is a synbol wth no
particul ar meaning or relation to the characteristics of the

goods sold. See Specialty Measurenents, 763 F. Supp. at 94.

When a consuner sees “FSS,” the characteristics of the product do
not imrediately conme to mnd, nor is the nature of the goods
suggested. “FSS,” an arbitrary mark, is inherently distinctive

and need not have secondary neaning to be protectible.

2. Omership of the Mark

Plaintiff clearly began using the initials “FSS” first.
Plaintiff began using the initials in the United States in
January, 1989. (Stip. Part I 1 7.) The mark was used in the
1991/ 1992 M tsubishi Finance Risk Directory, (Stip. Part Il
34.), but was not used in a nunber of advertisenents beginning in
1990. (Stip. Part | § 16; PI. Br. Ex. 6.) 1In 1991, plaintiff’s
advertisenments ceased to include the initials; a review of
plaintiff’s Exhibit 6, a very extensive assortnent of
advertisenents by Financial Systens during its existence,
i ncl udes no advertisenent using the initials “FSS” from 1991 to
January, 1994. (Pl. Br. Ex. 6.) Plaintiff has offered no
exanpl es of product |abels, |etterhead, or other uses proving
continuous use from 1991 until 1994, a period of over two years.
When plaintiff resuned use of “FSS,” it sonetines used a changed

mar k di splaying the initials diagonally on a grid.
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Plaintiff ceased to use the “FSS” initials as defendant
began the use of its FSS mark in June, 1992. Financial Software
has continuously used its mark from June, 1992, until the present
time. Because plaintiff ceased to use “FSS” for over two years,
its use was not continuous. Defendant was the first to adopt and
use “FSS” continuously as an integral part of its mark; defendant

owns its FSS mark with the Bell curve.

3. Li kel i hood of Conf usion

The products of both parties in this action directly
conpete. Parties sell to the sane custoners and advertise in the
sane magazines. (Stip. Part |1 Y 15-17, 25, 43-44.) In
Cctober, 1998, plaintiff introduced a new product simlar to
defendant’s product. (PlI. Supplenent in Supp. of Mt. for Summ
J. Ex. A) Therefore, the court nust determ ne whether there is
a |likelihood of confusion.

The FSS marks in this action are alnost identical; they use
the sanme three initials, “FSS.” Defendant’s mark shows the
initials below a Bell curve. Plaintiff’s mark uses the initials
ei ther without graphics or diagonally on a grid. This
di stinction between the graphics of the marks is not sufficiently
strong to overcone the |ikelihood of confusion inherent in the
mar ks.

The consum ng public could very well assune that the

- 13-



products canme fromthe sane source because the FSS nmarks are

al nost identical. The parties are in simlar channels of trade
and sell to many of the sane custoners (Stip. Part 1l § 25); they
advertise in the sane nagazines. (Stip. Part Il 9T 15-17, 43-

44.) Even if the goods may not be identical, they are used in
the sanme industry. (Pl. Br. Exs. 46-47.) Potential custoners
are sophisticated purchasers who woul d understand the differences
in the products the parties supply, but these other factors
outwei gh this sophistication. Actual confusion has occurred,
begi nning in 1992: several tel ephone calls intended for Financial
Systens were received by Financial Software. (Stip. Part 11 11
26-29.) A consuner could easily conclude that the different
products canme fromthe sane source.

Fi nanci al Systens nmay not use Financial Software's FSS/ Bel
curve mark but may continue to use the initials “FSS’ as an
abbreviation for the nane “Financial Systens Software” w thout
t he graphic conponent. Financial Software admts such a use wll

not cause a |likelihood of confusion with its FSS/ Bell curve mark.

| V. COUNTERCLAI M

Def endant's counterclaim all eged Financial Systens infringed
on its FINANCI AL SOFTWARE SYSTEMS and FSS mark with the Bel
curve.

The FI NANCI AL SOFTWARE SYSTEMS mark is al so generic, as
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defendant admtted at oral argument. The products Financi al
Software sells are installed in a conputer and used for trading,
calculation of interest rates, and risk nmanagenent; they may all
be characterized as “software systens” used in the financial
field. The term*“software systens” is used to describe a type of
product used with a conputer; the adjective “financial” nerely
di stingui shes this subset of “software systens” fromthat used in
other fields, i.e., legal or nedical software systens.

Def endant Fi nancial Software also admitted at oral argunent
that its continued use of the FSS mark with the Bell curve did
not preclude Financial Systens fromusing the initials “FSS.”
Since defendant admtted on the record that its counterclaimfor
plaintiff's trademark infringenment of the marks "FlI NANCI AL
SOFTWARE SYSTEMS' and "FSS" initials without the Bell curve is
w thout nmerit and gave no valid reason for its assertion, the

counterclaimwi |l be dism ssed as frivol ous.

V. PLAINTIFF' S PETI TI ON TO PRESENT NEW EVI DENCE

Plaintiff requests |leave to submt as "new evi dence" a
Septenber 8, 1999 decision of the British Trademark O fice ("the
O fice") denying Financial Software's opposition to Financial
Systenis registration of the "FSS" mark in the United Ki ngdon.
What Financial Systens describes as new evidence is actually

suppl emental |egal authority involving the sane parties; it
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w shes to make a coll ateral estoppel argunent with respect to the
i ssues addressed in the decision.

Fi nanci al Systens points to those parts of the decision
finding that 1) the initials "FSS' have not been used by any
other party as a generic description of financial software
systens or services; 2) there was no evidence of any use in the
relevant trade of the letters "FSS"; 3) the price disparity
between the parties' respective products was not enough to def eat
a |likelihood of confusion; and 4) the assignnent by Financi al
Systens to FNX Ltd. and FNX's efforts to register the FSS nmark
were not taken in bad faith.

Wth respect to the first issue, this court finds the
FI NANCI AL SYSTEMS SOFTWARE nmar k, not the FSS mark, is generic.
The Ofice's finding that no other party besi des Fi nanci al
Systens and Fi nancial Software has used the letters "FSS' as a
generic description of financial software systens or services,
(Plaintiff's Petition to Present New Evidence Ex. B at T 8(f)),
does not contradict our finding that the defendant was the first
to adopt and use FSS continuously in the United States.

Plaintiff m scharacterizes the second excerpt of the Ofice
decision it cites by quoting only part of the sentence, which
reads, "Qther than by the parties to these proceedings, there is
no evi dence of any use in the relevant trade of the letters FSS."

(Plaintiff's Petition to Present New Evidence Ex. B at 47
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(emphasi s added).) This section of the opinion addressed

Fi nanci al Software's argunent about the |ikelihood that other
conpani es woul d use the sane or a simlar trademark and does not
mandate a different result than reached here. The third and
fourth issues may simlarly be disregarded since neither

necessarily contradicts this court's findings.

CONCLUSI ON

The FI NANCI AL SYSTEMS SOFTWARE and FI NANCI AL SOFTWARE
SYSTEMS marks are generic and unprotected. Financial Software’s
FSS mark with the Bell curve is arbitrary and protected. A
I'i kel i hood of confusion exists if both parties continue to use
this “FSS” mark. Financial Systens cannot preclude Financi al
Software’ s use of “FSS’ or “FSS” with a Bell curve; Financi al
Systens may continue to use only the “FSS” initials (wthout a
Bell curve) as an abbreviation. Defendant’s argunents regarding
equi t abl e defenses are noot.

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

FI NANCI AL SYSTEMS SOFTWARE, Ltd. : O VIL ACTI ON
V. :

FI NANCI AL SOFTWARE SYSTEMS, Inc. : NO 97-3356
ORDER

AND NOW this 7th day of Decenber, 1999, upon consideration
of plaintiff’'s and defendant’s cross-notions for summary
judgnent, all responses thereto, and after a hearing during which
counsel for both sides were heard, and in accordance with the
attached Menorandum it is hereby ORDERED that:

1. Def endant’ s notion for summary judgnent on Count | of
Conpl ai nt i s GRANTED.

2. Plaintiff’s notion for summary judgnent on Count | of
the Conpl aint is DEN ED.

3. Plaintiff's petition to present new evi dence in support

of its notion for summary judgnent i s GRANTED.

4. Judgnment is entered in favor of defendant and agai nst
plaintiff on Count | of the Conplaint.

5. Def endant’ s counterclaimis DI SM SSED as frivol ous.

6 Counts Il and Il of the Conplaint having been

vvithdréwn voluntarily, the Cerk is directed to mark this action
CLOSED.

S.J.



