IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF KANSAS
THE PLANING MILL, L.L.C,
Hantiff,
Civ. No. 05-1051-WEB

V.

HAYSPLANING MILL, INC,,
and DENNIS BRAUN,

Defendants.
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M emorandum and Order

This matter came before the court on May 26, 2005, for a hearing on the plaintiff’s motion for a
preliminary injunction. At the conclusion of the evidence, the court ordly denied the motion. Thiswritten
memorandum will supplement the court’s ord ruling.

|. Background.

There has been an operating planing mill in Hays, Kansas, snce 1896. The mill has been owned
and operated by variousindividuas and companies over the years, but it has dways included the term
“Planing Mill” inits name and has dways beenlocated at 1013 Elm Street inHays. In 1975, the business
was converted to acorporation by itsthen-owner under the name of “Hays Planing Mill, Inc.” According
to the defendants, the mill began using the mark “HAYS PLANING MILL, INC.” as early as 1975 to
designate the source of its goods, and aso used a corporate seal containing the phrase, “since 1896.”
Defendant Dennis Braun and hiswife, Yvonne, purchased the corporate entity (Hays Planing Mill, Inc.)

and dl the assets of the company in 1993, with each of them owning 50% of the outstanding corporate



stock. Braun thereafter operated the business on Elm gtreet as “Hays Planing Mill” and continued to
manufacture millwork and cabinetry. He continued to usethe corporate sed sating that the business had
been in operation “since 1896”; in fact, there was aSign to that effect on the building.

In the fal of 2000, negotiations took place between Dennis Braun, David Wasinger (anemployee
of the mill), and Chuck Comeau (President of a furniture manufacturing company known as Dessi/Fournir,
Inc.), concerning the formationof anew entity -- alimited liability company. On December 4, 2000, these
three membersagreed to the formation of the entity, “The Planing Mill, LLC,” and adopted an Operating
Agreement to governthe rightsand dutiesof the Members. The stated purpose of the LL C wasto engage
in the furniture manufacturing and finishing business and any other lawful business. According to the
Agreement, the LL C would commence upon filing of Articles of Organization and would continue for 30
years unless sooner terminated by the members or by operation of law. Theinitid capitd contribution of
the members was $1,000 for Dessir/Fournir and $500 each for Braun and Wasinger; with Dessin-Fournir
having a 50% ownership interest and 25% each for Braun and Wasinger. The Agreement provided that
Dessn/Fournir would performthe adminidrative functions of the business and Braun and Wasinger would
manufacturefurnitureand cabinetry. The Agreement stated that the partieswould be paid for their services
by the Company at rates to be agreed upon, and that any equipment or real estate owned by individud
members and used by the Company would be leased by the Company on terms to be agreed upon.

Paragraph 3.7 of the Operating Agreement, entitled “Exclusivity,” provided asfollows:

3.7 Exdusvity. Braunisan owner and controlling shareholder of Hays Planing Mill, Inc., which
currently conducts a business whichwould be indirect competitionwiththe Company. HaysPlaning Mill,
Inc. shdl cease doing any business which now or in the future may compete with the business of the

Company. Braun and Wasinger agree that they will direct dl orders for wood planing, woodworking,
cabinet making and furniture manufacturing to the Company from and &fter the date of this Operating



Agreement and shal cease dl such activity outsde of the Company’s operations for as long as the
Company exigtsor aslong as Braun and/or Wasinger are Members of the Company, whichever is shortest
induration; provided, however, that Braun may alow Hays Planing Mill, Inc. to complete orders currently
in process. Sad current orders are listed on Schedule 3.7 hereto. It is understood that Dessin and/or its
afiliatesiscurrently engagedinand will continue to be engaged inthe furniture and accessory manufacturing
and slesbusiness. Dessn’'sbusinesses are and will continue to be in competition with the business of the
Company and nothing contained inthis Operating Agreement or otherwiseshdl in any way prevent Dessin
from continuing and/or expanding its business outside of the Company.

The Operating Agreement aso st forth the parties rights and obligations rdaing to profits and
losses, management of the Company, transfer and sale of memberships, and dissolution of the Company.
The Agreement alowed members to transfer ther interest or to withdraw from the LLC under certain
conditions. In the event of a withdrawa by one member, the remaining members had the option of
purchasing that member’ s interest.

Theinitid draft of the Operating Agreement was drawn up by atorneys for Chuck Comeau. In
the course of the negotiations betweenthe parties, Braun and Wasinger consulted withan attorney of their
own and made certain changes that were agreed upon by dl partiesin the fina Agreement.

Dennisand Y vonne Braun owned the property and building at 1013 ElIminHays out of whichthe
Hays PlaningMill had operated, and the Brauns' corporation (Hays Planing Mill Inc.) owned dl of the tools
and equipment. The Operating Agreement setting up The Planing Mill, LLC did not provide for the
purchase or transfer of ownership of these assets. Charles Comeau testified that Braun did not want to sdl
the building and the equipment. A lease agreement was entered into in December of 2000 between Hays
Paning Mill, Inc. and Dennis and Yvonne Braun (as landlord), and The Planing Mill, LLC (as tenant),

providing for athree-year lease of the property, building, and equipment at 1013 EImtothe LLC. All of

the employees of Hays Planing Mill, Inc. (the record does not disclose how many) were hired by The



Paning Mill, LLC.

The Flaning Mill thereafter began operations and continued much as Hays Flaning Mill had before,
dthough there was gpparently some dhift in emphass toward furniture manufacturing.  The company
retained the name of “Hays Planing Mill” inthe phone book because people were familiar with that name,
and both names (“Hays Planing Mill” and “The Planing Mill”) were used withcustomersand clients. The
company aso used the phrase“snce 1896" asaservicemark. Dennis Braun wasaware of the use of these
marks and never raised any objection.

At some point, Chuck Comeau became aware that Braun had used LLC assetsto perform some
mill work for ajob outside of the LLC, contrary to Braun’s obligations under the Operating Agreement.
When Comeau confronted him about it, Braun agreed to pay back to the LLC the money he had received
for the job.

Comeautestified that the company’ sworkingrelationship with Braun came under stressand it was
clear that Braun was not happy at the LLC. In July of 2002, Comeau and Braun entered into a Purchase
Agreement under which Dessin/Fournir, Inc. agreed to buy out Braun's 25% interest inthe LLC. Braun
assigned his membership rights to Dessin in exchange for a payment of $13,781.99. David Wasinger
consented to the purchase. The Purchase Agreement provided that nothing therein was intended to affect
the terms or ability to enforcethe prior LLC Operating Agreement. It so contained an acknowledgment
by Braun that the 3-year lease of the building and equipment at 1013 EIm would continue in accordance
with itsterms. The LLC continued to operate out of the locationat 1013 EIm after the buy-out of Braun's
interest.

On December 30, 2003, the date the lease agreement for 1013 EIm was to expire, the parties
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executed an addendum to the lease effectivdy extending it for one year. The addendum provided that the
lease would extend until December 31, 2004, and would then automaticdly terminate. 1t was signed by
Dennis Braun, bothin his personal capacity and as Presdent of Hays Planing Mill, Inc., by Yvonne Braun
inher persond capacity, and by Chuck Comeau as President of Dessin/Fournir, Inc. and managing member
of theLLC.

In 2003, after Dessin bought out Braun's interest, Braun worked for another company (or
companies) in Hays, and aso did some custom cabinetry on thesde. He did not use the “Hays Planing
Mill” name.

Whenthe leasefor 1013 EImexpired at the end of 2004, the LLC moved to another location. The
LLC bought a higtoric building in downtown Hays and spent gpproximately $350,000 to refurbishit. Mr.
Comeau testified that the historic building was important to the image of the company. Together with the
use of the servicemark “snce 1896," the building wasintended to convey to customers the credibility and
dability of the business. In its promotions, advertisng and public reations, the LL C emphasized that the
bus ness was a continuation of the historic Hays Planing Mill.

InJanuary of 2005, Dennis Braun resumed possession of the building and equipment at 1013 Em,
and he resumed doing milling work and making cabinetry under the trade name of Hays Planing Mill, Inc.

Each of the principasin the LLC tedtified at the prdiminary injunction hearing. Chuck Comeau
tetified that in his negotiations with Braun there was never any tak about the LLC being a temporary
arangement. Comeau said he understood that Hays Planing Mill wasto wind down and the LLC was to
be a continuation or evolution of the same entity. He said the name“The Planing Mill” was chosenin part

because that was how people referred to the higtoric busnessin Hays. Hefdt “The Planing Mill” name



was a better nationd brand than “Hays Planing Mill,” given that afair amount of the LLC' sbusnesswas
to involve sales of furniture onanationd-wideleve fromNew Y ork to Cdifornia. If he had known Braun
was of the view that the cessation of Hays Planing Mill was only temporary, he never would have entered
the transaction. He said his understanding was that the trademarks“Hays Planing Mill” and *since 1896"
were transferred to the LLC as part of the formation of the LLC, as evidenced by the Operating
Agreement’ sproviso that “Hays Planing Mill, Inc. shall cease doing any businesswhichnow or inthe future
may compete with the business of the Company.” He sad he did not get a specific assgnment of these
marks because the whole purpose of the venture was to reincarnate the Hays Planing Mill. Comeau said
Braun's use of the Hays Planing Mill name has caused confusion -- including some misdirected mail and
phone calls.

Dave Wasinger tedtified that he understood the LLC to be a long-term venture, and that Braun
never said anything to himabout possibly resurrecting the Hays Planing Mill in the future. He tetified that
inthe period when they were negotiating with Comeau, Braun had a discussion with an accountant about
liquidating the Hays Planing Mill, Inc., dthough Braun never in fact liquidated the corporation. \Wasinger
testified that he was aware of some confusion caused by Braun’s resumption of business under the Hays
Paning Mill name, indluding confusion among some vendors. He said the LLC sometimes gets orders or
bills intended for Braun's business.

Dennis Braun testified that he had no intention of permanently shutting down Hays Planing Mill.
He sad hisunderganding of the Operating Agreement wasif the LLC did not work out, he could go back
to operating Hays Planing Mill, Inc.  Although he conceded he never told Comeau or Wasinger about any

suchintention, he said nothing inthe written agreements prevented hmfromdoing so. He noted that under



the agreements he or the others could get out of the LLC at any time, and he sad that if the others had
withdrawn he would have gone back to operating the Hays Planing Mill. Although he did not use thetrade
name “Hays Planing Mill” from2000-04, he said he never intended to abandon the name or the business,
and that he continued to pay taxesfor the corporationand maintained a corporate bank account. He said
he did not use the name “Hays Planing Mill” initidly after he left the LLC because a that point he had no
facility to conduct milling. Braun agreed that there has been some confusion following his resumption of
Hays Flaning Mill and that the mail mix-up hasbeenaproblem. He said he believed the problem wasdue
to the fact that the LLC was using the names “The Flaning Mill” and “The Hays Planing Mill.”

1. Summary of the Action.

Rantiff The Flaning Mill, LLC (“the LLC” or “ TPM”)-- filed a verified complaint onFebruary 22,
2005, againgt Hays Planing Mill, Inc. and Dennis Braun. The Complaint alegesthat after the buyout of
Braun'sinterest in the LLC, Braun “continued to unfairly compete agangt TPM, damingrightsto the sedl
and the use of the name ‘ The Hays Planing Mill," issuing press releases and soliditing the customers and
prospective customersof TPM....” Complaint, 5. Plantiff dlegesthat when TPM’slease expired at the
end of 2004, Braun re-occupi ed the premises, forcing TPM to rel ocate away from the historic location of
the mill, and tha “Braun then commenced to unfairly compete against TPM, usng this higtoric location for
the operations of THPM [The Hays Planing Mill].” Paintiff dlegesthat it sdls goods throughout the U.S.
and the world, and that the smilarity of the names and the businesses of the two companies has “sown
confusion in the marketplace, diluted the trademark of TPM, congtitutes unfair competition, and isin
violaionof thelaw.” The Complaint containsthree counts. Count | dlegesaviolation of the Lanham Act.

It assertsthat “ The Planing Mill” isadigtinctive mark and trade name long associated by resdents of Hays



with the millwork business located on Elm Street. Plaintiff saysit isthe legd and equitable owner of the
trade name “The Planing Mill” by virtue of the formationof the new LLC in December of 2000. It further
damsit isthe owner of the former corporate sed as well [which states “quaity construction since 1896'")
because Braun discontinued his use of the seal in December 2000 and consented to its use as part of the
trade dress and service mark of the LLC. Plaintiff clams that pursuant to 15 U.S.C. § 1125(q), the
defendant has wrongfully infringed on plaintiff’s marks, trade names, trade dress, and service marks. It
adlegesthat defendant’ s actions have caused, and arelikely to cause, consumer confusion as to the source
of the parties goods. Plaintiff seeksinjunctive relief, attorney’ s fees, its costs of action, and other relief,
induding statutory damages. Count |1 of the complaint dleges aclam for unfair competition in violation
of state and federal commonlaw. It dlamsthat plaintiff’ smarksand trade dress have acquired asecondary
meaning through extensive use and are protected at commonlaw, and that the defendant has intentionaly
sought to create acolorable imitationof plantiff’ smark in order to deceive the public and confuse people
into mistaking defendant’ smark for that of plaintiff's. It further dams defendant hasintentiondly interfered
with plaintiff’ s existing contractud relations. Count I11 of the complaint seeks injunctive relief. It dleges
that plantiff has no adequate remedy at law and will suffer immediate and irreversble harm from
defendant’ s continued infringement.  Plaintiff clams it is entitled to an injunction to prevent the further
infringement and use of itsmarks, trade name and trade dress and service marks; to prevent defendant from
usng the name “Hays Planing Mill”; and to prevent defendant from wrongfully interfering with plaintiff’s
customers and prospective customers by unfair and deceptive competition.

The defendants answer denies that plaintiff is entitled to any rdief. Defendants have asserted

counter claims seeking adeclaratory judgment that they are not infringing any trademark rights of plaintiff



and have not engagedinunfair competition. Additiondly, defendantscdam that plaintiff hasengagedinfdse
advertiang and unfar competition by fasdy representing that it is the successor-in-interest to defendant
Hays Planing Mill and by usng a mideading representation that it has been producing millwork “since
1986.”

[11. Sandard for Preliminary Injunction.

Inits motion for preiminary injunction, plaintiff seeks an order directing the defendants to refrain
fromusing the name “The Hays Planing Mill” and itsassociated marksand sedls. Under Fed.R.Civ.P. 65,
aprdiminary injunctionis designed to preserve the rdaive postions of the parties until atrid on the merits
can be held. University of Texas v. Camenisch, 451 U.S. 390, 395 (1981). Itisanequitable remedy
within the sound discretion of the digtrict court. Lundgrinv. Claytor, 619 F.2d 61, 63 (10th Cir.1980).

A party seeking a preliminary injunction has the burden of esablishing: (1) a substantia
likelihood of success on the merits of the case; (2) irreparable injury to the movant if the prdiminary
injunctionisdenied; (3) the threatened injury to the movant outweighstheinjury to the other party under
the prdiminary injunction; and (4) the injunction is not adverse to the public interest.  Kikumura v.
Hurley, 242 F.3d 950, 955 (10th Cir. 2001). Becauseaprdiminary injunction isan extraordinary remedy,
the movant'sright to relief must be clear and unequivocd. 1d.

1. Likdihood of success on the merits.

Generdly spesking, a successful trademark infringement claim under the Lanham Act requires a
showing (1) that the plaintiff holds a protectable mark, and (2) that the defendant’ s use of an identical or
amilar mark islikely to cause confuson among consumers. Donchez v. Coors Brewing Co., 392 F.3d

1211,1215(10" Cir. 2004). Statutory and/or common law protection against service mark or trade dress



infringement is available even if the mark or trade dress has not been federdly registered. 1d.

Pantiff contends it acquired the right to use the trade name “Hays Flaning Mill” and the sedl or
mark stating “since 1896” as part of the Operating Agreement setting upthe LLC. H. Br.a 6. Thereis
no dispute under the evidence that asbetweenthe parties, Mr. Braun wasthe firg user of thesetrade marks
and that they initidly belonged to Braun's corporation (Hays Planing Mill, Inc.) by virtue of Braun's
purchase of the planing mill businessand itsassets from Willie Pfiefer. The evidence now beforethe court,
induding the parties’ agreements relating to formation of the LL C, discloses no specific agreement for the
sde or assgnment of these assets from Hays Planing Mill, Inc. tothe LLC. Specificaly, the Operating
Agreament says nothing about transferring the trade name “Hays Planing Mill” or the corporate sed, and
the evidence presented rai ses serious doubts as towhether there was any “mesting of the minds’ to transfer
such assetsto the LLC. Plaintiff contends there was an assgnment of the marks under paragraph 3.7 of
the LL.C Operating Agreement, which stated in part that “Hays Planing Mill, Inc., shdl cease doing any
business which now or in the future may compete with the business of the Company.” Nothing in this
language, however, purportsto transfer any assets from Braun’s corporation tothe LLC. On its face, it
isonly acovenant not to compete with the LLC. And when read with the other provisons in the same
paragraph, it could reasonably be construed as redtricting such competition only for as long as Dennis
Braunwasamember of the LLC. Cf. Operating Agreement, 1 3.7 (“Braun... shdl ceasedl suchactivity
outside of the Company’s operations for as long as the Company exids or as long as Braun ... [is ]
Member|] of the Company, whichever isshortest induration;...”). See Arnoldv. SJ.L. of Kansas Corp.,
249 Kan. 746, 822 P.2d 64 (1991) (The meaning of a contract should aways be ascertained by a

congderationof dl pertinent provisons and never be determined by criticd andysis of asingle or isolated
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provison.). According tothetestimony of both Braun and Comeau, the parties never specificaly discussed
the transfer of any of the corporation’ s trademarks to the LLC during their negotiations about forming the
LLC. Nor isthere any provision indicating the LLC was purchasing the goodwill or other assets (except
inventory) of the corporation from the Brauns. Plaintiff has failed to present persuasive evidence thet the
parties had amutua understanding that this transaction wasa sde of the Hays Planing Mill, Inc. and/or its
assatstothe LLC. Braun testified that he was never asked to trandfer, sdl or assgnthe trademarksto the
LLC, and that he never intended to do so. At aminimum this evidence raises substantial doubts about
whether the partiesintended to affect atransfer of Braun's corporate trademarks tothe LLC. Under the
evidence presented, the court cannot say that plaintiff has demonsrated asubstantia likelihood of success
on its clam that Braun transferred the trademarksto the LLC.

Faintiff also contendsit acquired these trademarks by virtue of Mr. Braun’sdleged acquiescence
and assding in the LLC’s use of the marks. This argument gppears to be premised on the doctrines of
abandonment, acquiescence and/or laches. But evidencethat Braun permitted the LL C to usethese marks
while he was a member does not establish that he had an intent to abandon his right to use the marks.
Abandonment under the Lanham Act requires proof that the owner of the mark ceased to use it with an
intent not to resume such use. Nonuse for three consecutive years is consdered primafacie evidence of
abandonment under the LanhamAct. See15U.S.C. §1127. SeealsoSlvermanv. CBS Inc., 870 F.2d
40, 45 (2™ Cir. 1989) (abandonment requires non-use by the legal owner and no intent by the owner to
resume useinthe reasonably foreseeable future). Braun testified that hisintent dl dongwasto resume use
of the Hays Flaning Mill business if he or the other members decided to leave the LLC. Paintiff cites

nothing in the parties written agreements or in any oral statements by Braun that evince an intent to
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permanently abandonthese marks. A reasonable finder of fact could conclude that Braun's consent to let
the LL C usethe marksdid not congtitute an abandonment. Under the circumstances, the court cannot find
that the evidence warrants a preiminary injunction under atheory of abandonment. Asfor Mr. Braun's
consent to let the LLC use the marks, the fact of consent would judtify the LLC' s use of the marks during
the period of consent, but such a right would ordinarily cease once consent was revoked. See
Restatement (Third) of Unfair Competition, § 29 (1995), comment d (right to use trademark pursuant
to consent ends when the consent is terminated). Plaintiff ssemsto argue that it relied to its detriment on
Braun’ sconsent and that principlesof equity should thereforeestop Braun fromrevoking that consent. But
the evidence presented shows there are a number of disputed facts that make a preliminary injunction
inappropriate. First among these is the issue of whether the parties had a mutua understanding or
agreement concerning the use of the these trademarks. Moreover, insofar as any argument concerning
laches or estoppdl is concerned, thereis evidence fromwhichareasonable jury could find that plaintiff had
reasonto know (based onthe structure of the Operating Agreement) that Braun’ s consent wasinthe nature
of atemporary licenang agreement for as long as he was a member of the LLC, rather than a permanent
or open-ended agreement to adlow permanent use of the marksby the LLC. Cf. Restatement (Third) of
Unfair Competition, 8§ 33 (owner may license another to usethe mark; alicensee may usethe mark within
the scope of the license granted).

All of the foregoing leads the court to concludeplaintiff hasfailed to show a substantial likelihood of success

on its dlaim to ownership of the “Hays Planing Mill” and “since 1896" marks!

! The court notes there are other potentia problems with plaintiff’s dam. The court has some
doubt as to whether the “Hays Planing Mill” and/or “The Planing Mill” marks are more appropriately
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2. Irreparable [njury.

Pantiff haslikewisefaled to make adgnificant showingof irreparableinjury. Asdefendant pointed
out, plantiff did not seek immediate injunctive relief in this case, and it has now been dmost four months
gnce the complaint wasfiled. Moreover, there has been no showing that plaintiff will suffer irreparable
harm between now and the time this matter can be brought to trid.

3. Threatened Harm to Movant and Non-Movant.

Asnoted above, thereis an absence of concrete evidence that plantiff will suffer an immediate and
irreparable injury if a priminary injunctionis not granted. Defendant, ontheother hand, would suffer some
pa pable economic injury from having to dter its trade name and trade marks during the pendency of this
action. Asnoted previoudy, the function of apreliminary injunction isto preserve the status quo pending
afind determinationof the rights of the parties. Atchison, Topeka & Santa Fe Ry. Co. v. Lennen, 640
F.2d 255, 260 (10" Cir. 1981). A preiminary injunction that aters the status quo “must be more closdly
scrutinized to assure that the exigencies of the case support the granting of aremedy that is extraordinary
even in the normd course” O Centro EspiritaBeneficienteUniao Do Vegetal v. Ashcroft, 389 F.3d

973, 975 (10" Cir. 2004). On baance, thisfactor weighs againg the granting of a preliminary injunction.

characterized as generic (and thereforeincapable of trademark protection) or merely descriptive (capable
of protectiononly uponashowing of secondary meaning). See Donchezv. CoorsBrewing Co., 392 F.3d
1211, 1216 (10" Cir. 2004). Defendant hascited evidence that the use of “planing mill” in trade names
is common for businesses engaged in woodworking, and the term itsdlf is defined in the dictionary as“a
wood working establishment inwhichwood is smoothed, cut, matched, and fitted.” SeeWebster’sThird
New Int'l. Dictionary. Cf. U.S. Search, LLCv. U.S. Search.com Inc., 300 F.3d 517, 525 (4" Cir.
2002) (mark entitled to little or no protection because the term “search” was a common descriptive term
used by recruiting businesses).
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4. Public Interest.

The court concludes that the public interest does not weigh in favor of a preliminary injunction.
Fantiff hasfaled to make asubgtantid preliminary showing of likelihood of success on the merits. Unttil
the merits of these daims are determined, the court cannot say that the public interest would be served by
an injunction preventing the defendant from usng the disputed trade marks. Defendants undoubtedly
owned these marks prior to the formation of the LLC, and it will be up to the plaintiff at tria to prove that
such marks were ether transferred to the LLC or that it acquired a superior right to use them by virtue of
the parties course of dedings. Unless and until such a showing is made, the court concludes that the
injunctive relief sought would be inappropriate.

IV. Conclusion.

Insum, considerationof dl the relevant factors does not persuade the court that plaintiff is entitled
to the extraordinary remedy of aprdiminary injunction. Plantiff’ sMation for Prdliminary Injunction (Doc.
7) istherefore DENIED.

The court further directs that the referra of this matter to the Magistrate Judge for pretrial
proceedings be withdrawn, and that dl pretrid proceedings will be conducted by the undersigned judge.

IT ISSO ORDERED this_ 2™  Day of June, 2005, at Wichita, Ks.

SWedey E. Brown
Wedey E. Brown
U.S. Senior Digtrict Judge
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