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I. EVIDENTIARY OBJECTIONS AND MOTION TO STRIKE

Applicant, Xiaoming Wang, objects and requests to strike partial Plaintiff’s
Examination Under Oath of Richard H. Lee (the Examination). The Examination 1s
Richard H. Lee’s testimony deposition. Applicant’s objection is based on relevance
and materiality of exhibits at the Examination.

Applicant objects the statement that the mark “CHI” is an acronym for “China
Healthways Institute,” as being deceitful and contradictory (page 9, line 18-20 of the
Examination). Contrary to the statement, the Opposer twice admitted and declared to
the USPTO that the English translation of the mark “CHI” is “Vital energy force
thought to be inherent in all things” in the registrations of the trademark “CHI”
(Application Serial No. 76/361,091 and No. 76/975,262). (See Exhibit 1 to the
Declaration of Xiaoming Wang in Support of Evidentiary Objections and Motion to
Strike on Partial Plaintiff’s Examination under Oath of Richard H. Lee).

Applicant objects to the statement in Page 35, Line 11-17 of the Examination,
as being a pure speculation without foundation. In 2002 - 2005, Opposer filed a
lawsuit against twelve companies and individuals nationwide in the United States
District Court for the Central District of California. (See Exhibit 2 to the Declaration
of Xiaoming Wang in Support of Evidentiary Objections and Motion to Strike on
Partial Plaintiff’s Examination under Oath of Richard H. Lee). Contrary to the
statement by Mr. Lee, United States District Judge, Lourdes G. Baird granted the
order for summary judgment in favor of East Health Development Group (East
Health), Applicant’s company. The Order states:

“The Court has reviewed this evidence and finds that this evidence fails to

demonstrate that East Health conspired with or aided and abetted its

distributors to deprive China Healthways of its legal rights...”




(See Page 65, Line 1-16, Exhibit 3 to the Declaration of Xiaoming Wang in
Support of Evidentiary Objections and Motion to Strike on Partial Plaintiff’s
Examination under Oath of Richard H. Lee).

Applicant objects to the photographs of Exhibit 6 of the Examination as bemng
irrelevant and fraud. In the Exhibit 6-2, it states “Below actual circuit board from
Wang product purchased in 2001.” In fact, first use of Applicant’s product anywhere
is May 31, 2002, and first use of Applicant’s product in commerce i1s May 31, 2002.
(See Applicant’s trademark application, Serial No. 76/435273)

Applicant objects to Exhibit 8 of the Examination as irrelevant or fraud.
Applicant and his company, East Health, have never sold any product appearing in the
picture of Exhibit 8. That product is not Applicant’s or Applicant’s company product.
(See Applicant’s trademark application, Serial No. 76/435273). Furthermore, no date
appears in the Exhibit 8.

Applicant objects to Exhibit 9 of the Examination as irrelevant and deceitful.
Interestingly, the Plaintiff selected the one order for default judgment from the Court
among more than ten orders (non-default) issued by the Court. Why did the Plaintiff
not use the Court’s order directly applied to Applicant’s company: East Health? In
fact, the Court denied the Plaintiff’s claims and issued an order on the summary
judgment in favor of Applicant’s company, East Health, on May 3, 2004. (See Exhibit
3 to the Declaration of Xiaoming Wang in Support of Evidentiary Objections and
Motion to Strike on Partial Plaintiff’s Examination under Oath of Richard H. Lee).

After paying substantial amount of money to East Health for covering legal
fee and other costs, Opposer entered the Release and Settlement Agreement with
Applicant on June 28, 2004. (See Exhibit 4 to the Declaration of Xiaoming Wang in
Support of Evidentiary Objections and Motion to Strike on Partial Plaintiff’s
Examination under Oath of Richard H. Lee).

At end, the court dismissed the case on July 9, 2004. (See Exhibit 5 to the
Declaration of Xiaoming Wang in Support of Evidentiary Objections and Motion to
Strike on Partial Plaintiff’s Examination under Oath of Richard H. Lee). Furthermore,
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the Applicant and his company have never sold any product with a mark to the

company in the Exhibit 9 of the Examination.

IL STATEMENT OF FACTS

Applicant, Xiaoming Wang, applied for registration of the trademark “Chi
PLUS” (stylized letters), with Application Serial No. 76/435,273. Applicant also
admitted and declared to USPTO that the English translation of the word “CHI” in the
mark is “ENERGY” and made a disclaimer on the word “CHI”, and that first use of
Applicant’s product anywhere is May 31, 2002, and first use of Applicant’s product in
commerce is May 31, 2002. (See Applicant’s trademark application, Serial No.
76/435273).

After consideration of various factors, including the Opposer’s mark CHI and
Applicant’s patent (US D469,543), the examining attorney of USPTO allowed and
publihsed the application in the Official Gazette of May 27, 2003. Then the Opposer,
China healthways Institute, Inc., filed an opposition against the registration.

In the past, the Opposer filed two applications for registration of the trademark
“CHI (AND DESIGN),” with Application Serial No. 76/361,091 and No. 76/975,262.

Y
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(Applicant’s Mark) (Opposer’s Mark)




Also, the Opposer admitted and declared to the USPTO that the English
translation of “CHI” in its mark is “Vital energy force thought to be inherent in all
things.”

Therefore, both the marks “Chi PLUS” from the Applicant and “CHI (AND
DESIGN)” from the Opposer are from the English translation of the word “CHI” and

means “Energy” or “Vital energy force.”

A. “CHI” Means “Energy”

In order to establish an illegal monopoly in the marketplace, Opposer claims
that it owns the mark “CHI” under Class 10 Massagers. Applicant argues that the
Opposer has no trademark rights in “CHI”.

In The American Heritage Dictionary of the English Language: Fourth Edition,
2000), the definition of “CHI” is as follows:

“Chi also ch’i or Qi or qgi (che) n. The vital force believed in Taoism and other

Chinese thought to be inherent in all things. The unimpeded circulation of chi and a

balance of its negative and positive forms in the body are held to be essential to good

health in traditional Chinese medicine. [Chinese (Mandarin) qi, air, spirit, energy of

life.]”
The term “CHI” was first employed in 1807 and best known for as the

foundation of Chinese acupuncture and acupressure or Chinese massage. CHI means
body energy and flows in the meridian. Acupuncture and acupressure or Chinese
massage help to improve CHI movement in the body. Applicant obtained a master
degree in Chinese acupuncture and has been practicing CHI KUNG (QI GONG in
Chinese pinyin). Applicant is the author of several books and papers on the subject of
CHI KUNG (QI GONG) and Chinese massage. Research studies showed that CHI
KUNG (QI GONG) masters released a vibration at a frequency of 8-14 Hz.
Applicant’s massage product at issue is the results of CHI KUNG (QI GONG) and
Chinese massage. Applicant’s mark “Chi PLUS” is adopted to reflect the work of




“CHI KUNG (QI GONG)” and Chinese massage. The trademark describes that the

massage product releases “more energy (Chi)”.

B. A Different Product
The Applicant’s product is different from the Opposer’s products in

appearance, characteristics and technology. (See Applicant’s trademark application,
Serial No. 76/435273)

(The Applicant’s Product) (The Opposer’s Product)

Applicant has obtained a patent from USPTO for its product. (See Applicant’s
trademark application, Serial No. 76/435273) Applicant has its own technology,
alpha frequency, in its product, which is different from the Opposer’s products,
“infratonic”. In its application, Applicant’s product is used primarily for massage of
perineum area by sitting on the machine directly and for foot massage by putting the
feet on the machine directly. By comparison, the Opposer’s products cannot be used
for those positions directly.

Applicant’s product is for common people or customers who exercise to

balance body energy and receive more energy. However, Opposer’s products are for




different customers. Opposer states in its brief that “CHI Institute’s customers are
evenly distributed throughout the United States, and include chiropractors, massage

therapists, physicians in practice of pain medicine, and many pain patients.” (Page 4,

9 2, Plaintiff’s Brief at Final Hearing).

C. “CHI” Mark Is in Common Use

The mark “CHI” is in common use.

There are numerous similar marks for

similar goods and services, which were applied in USPTO as follows

MARK SERIAL No: GOODS or SERVICE
THE CHI MACHINE 76230612 Therapeutic massagers
CHI PULSAR 76303063 Massage Apparatus
CHI MASTER 75452293 Massager
CHI VITALIZER 78020128 Massage Apparatus
CHIROSSAGE 73582460 Massager
CHI LITE 75892495 Acupuncture Instrument
CHI LIN 78091400 Massage Oil
CHI INFRASOUND 7805871 Therapeutic Massager
CHI WELLNESS 76388253 Massage Service
CHI POUCH 75648496 Massage Therapy
HEALING CHI THERA-| 78243107 Massage Therapy Practice
PEUTIC BODYWORKS

D. A Lawsuit at the Federal Court

The Opposer (as the Plaintiff, China Healthways Institute) filed a lawsuit
against the Applicant’s company (as the Defendant, East Health Development Group)




and others, a total of 12 companies and individuals nationwide, on April 10, 2002 at
United States District Court, Central District of California, Los Angeles, California.

Subsequently the Plaintiff filed a First Amended Complaint on August 14,
2002, and a Second Amended Complaints on March 6, 2003. The case included the
Opposer’s mark “CHI” and Applicant’s “Chi PLUS”.

On May 3, 2004, the Federal Court Judge, Hon. Lourdes G. Baird ordered on
summary judgment in favor of East Health Development Group (the Defendant).

On June 3, 2004, China Healthways Institute filed appeal on the summary
judgment order in United States Court Of Appeals For The Ninth Circuit, and later
dismissed the appeal.

After paying a substantial amount of money to East Health Development
Group for covering legal fee and other costs, China Healhways Institute entered a
settlement agreement with East Health Development Group, signed by Richard Lee
and Xiaoming Wang on June 28, 2004.

On July 9, 2004, the Court dismissed the case.

E. Unclean Hand and False Information

Opposer has provided false information that the mark “CHI” is the acronym
for China Healthways Institute in its brief (page3, § 1, Plaintiff’s Brief at Final
Hearing) and also in Lee’s Examination (page 9, line 18-20). On the other hand,
Opposer has twice admitted and declared to the USPTO that the English translation of
mark “CHI” is “Vital energy force thought to be inherent in all things” in the
registrations of the trademark “CHI (AND DESIGN),” with Application Serial No.
76/361,091 and No. 76/975,262. (See Exhibit 1 to the Declaration of Xiaoming Wang
in Support of Evidentiary Objections and Motion to Strike on Partial Plaintiff’s
Examination under Oath of Richard H. Lee).

Opposer has provided false product information in its brief that “Applicant
Xiaoming Wang’s massager unit, sold from 1995 through today, Lee Examination at
27:7 — 28:6. Wang’s unit is virtually identical in look and functionality to the early

10




CHI massager. Lee Examination at 28:7 — 29:13.” (page 4, § 5 to page 5, { |,
Plaintiff’s Brief at Final Hearing). In fact, the Applicant’s product is not sold on the
market until May 31, 2002. (See Applicant’s trademark application, Serial No.
76/435273). Furthermore, the Applicant’s product is not identical in look and
functionality to the Opposer’s products.

Opposer has provide false information in its brief that “Exhibit 8 to the Lee
Examination reflects an advertisement at 32:3-33:2.” (page 5, { 2, Plaintiff’s Brief
at Final Hearing). In fact, that distributor is one of Opposer’s own distributors
selling Opposer’s products. Furthermore, there is no date in the advertisement and
it is unauthenticated. By comparison, Applicant’s product is totally different

looking (See Applicant’s trademark application, Serial No. 76/435273)

1. ARGUMENT

A. “CHI” Is Generic
The core of this opposition is whether the mark “CHI” is protectable.

To determine whether a mark is protected, people shall ascertain whether it is
(1) generic, (2) descriptive, (3) suggestive, or (4) arbitrary or fanciful. Two Pesos
Inc. v. Taco Cabana, 505 U.S. 763, 768 (1992); Ashley Furniture Indus., Inc. v.
SanGiacomo N.A. Ltd., 187 F.3d 363, 369 (4" Cir. 1999).

Generic marks are not capable of receiving protection because they identify
the product, rather than the product's source. Park ‘N Fly, Inc. v. Dollar Park &
Fly. Inc., 469 U.S. 189, 194, 83 L. Ed. 2d 582, 105 S. Ct. 658 (1985). "Generic

terms are not registerable, and a registered mark may be canceled at any time on
the grounds that it has become generic." Merely descriptive marks, which
describe the qualities or characteristics of a product, may be registered only if the
holder of the mark shows that the mark has acquired distinctiveness through
secondary meaning. KP Permanent Make-Up, Inc. v. Lasting Impression 1, Inc.,
328 F.3d 1061, 1067 (9™ Cir. 2003).
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The mark CHI” is either generic or descriptive. Opposer admitted to USPTO
that the English translation of the mark “CHI” is “Vital energy force thought to be
inherent in all things.”

The Opposer has chosen a trademark that is either a generic or a descriptive
term and thus preempts or limits competitors’ use of the term to describe their
products.

“Generic marks, consisting of words that identify the type or species of goods
or services to which they apply, are totally lacking in distinctive quality; they are not
entitled to any protection against infringement, even if they have become famous as
marks, because according such protection would deprive competitors of the right to
refer to their goods by name.” Nabisco, Inc. v. PF Brands, Inc., 191 F. 3d 215 (2™ Cir.

1999). Common words or even uncommon words used in a generic sense will not be
afforded trademark protection; the public has the right to use the common descriptive
name for a product. Perini Corp. v. Perini Construction, Inc., 915 F.2d 121, 124 4"
Cir. 1990); Ale House Management, Inc. v. Raleigh Ale House, Inc., 205 F.3d 137,
141 (4™ Cir. 2000); Glover v. Ampak, Inc. 74 F.3d 57, 60 (4™ Cir. 1996).

A descriptive mark describes a characteristic of a product and can be protected

if it has acquired a secondary meaning,.

As a descriptive mark, it can only be protected on a showing that the mark has
acquired secondary meaning. "Secondary meaning" is often referred to as "acquired
meaning." See Wal-Mart Stores, Inc. v. Samara Brothers, Inc., 529 U.S. 205, 211, n*
(2000). Ashley Furniture Indus., Inc. v. SanGiacomo N.A. Ltd., 187 F.3d 369 (4" Cir.
1999). Comm. for Idaho's High Desert, Inc. v. Yost, 92 F.3d 814, 822 (9th Cir. 1996).

This means the mark's primary significance in the public mind is to identify the
source of the product rather than the product itself.
In this case, Opposer failed to show its acquisition of secondary meaning.
Moreover, when descriptive marks are especially weak, the Ninth Circuit
requires a strong showing of strong secondary meaning. Filipino Yellow Pages,
Inc. v. Asian Journal Publications, 198 F.3d 1143, 1151 (9th Cir. 1999),
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The bottom line is that the mark CHI is not protectable. Opposer should
not be able to prevent Applicant from using the mark CHI to describe its product.

B. There Is No Likelihood of Confusion

Applicant’s product is different from Opposer’s product. Applicant’s
product works through Chinese acupuncture or acupressure points based on the
meridian system. Applicant’s product is used primarily for massage of an area
like perineum area (Hui Yin point) by sitting on the machine directly. It is used
for foot massage (Yong Quan point) by putting the feet on the machine directly.

These particular points are known as the major gates for energy (Chi or Qi)
flowing in the meridian system. By comparison, the Opposer’s products cannot be
used for those positions directly.

Applicant’s product is for common people or customers who exercise and want
to balance body energy and to receive more energy. By comparison, Opposer’s
customers are health professionals, like chiropractors, massage therapists, physicians
in practice of pain medicine, and many pain patients as indicated in the Plaintiff’s
brief.

Applicant’s product is a machine in a size of a notebook-computer with a
flattop, and the massage vibration is directly from the machine. By comparison,
Opposer’s product consists of two parts, a small box and a hand-held head, and the
massage vibration is directly from the hand-held head, and users need to hold the head
in order to work.

The vibration frequencies are different between the Applicant’s product and
the Opposer’s product. Applicant’s product generates a low frequency and Opposer’s
products generate higher frequencies

After considering all the facts above, one can reach the conclusion that there 1s

no likelihood of confusion.
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C. Unclean Hand and False Information

Opposer has provided much of false information in its brief and in Lee’s
Examination under oath.

For example, on one hand, Opposer’s mark “CHI” is an acronym for “China
Healthways Institute,” to TTAB and on the other hand, is “Vital energy force thought
to be inherent in all things” to USPTO. One of them must be fraud because both of
them are under oaths.

Clearly Opposer has provided false information to either deceive TTAB under
oath or deceive USPTO by signing and submitting the declaration under Section 2 (f).

D. Opposer’s Burden of Proof

Opposer presents the brief that is not supported by evidence submitted. Much
of the evidence is either false or irrelevant. In its brief, Opposer hasv only 6 cited
cases from 1953 to 1987. In its opposition, Opposer did not seek important
proceedings, and did not fulfill requirements to obtain essential evidence or
information via deposition, admission or testimony examination on the Applicant
or others. Opposer did not provide any witness. Only one record provided is the
examination from the president of Opposer, Mr. Lee.

Opposer has failed to meet its burden of establishing that confusion would be
likely under Section 2 (d) of the Lanham Act. Opposer must establish a
preponderance of the evidence. Dan Robbins & Assocs., Inc. v. Questor Corp., 599
F.2d 1009, 1014, 202 USPQ 100, 105 (CCPA 1979); West Fla. Seafood, Inc.v. Jet
restaurants, Inc., 31 USPQ2d 1660, 1662 (Fed. Cir. 1994).

Much of Opposer’s evidence and argument is based on false information
and/or irrelevance, such as the changes in definition of its mark CHI, the images of
Applicant’s product, the Court Order for Default Judgment against a total different
company called Chi Animal Therapeutics.
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Most importantly, Opposer did not prepare and analyze any of the probative
facts in evidence relevant to the likelihood of confusion based on the duPont
factors set forth in In re E. I. Du Pont de Nemours and Co., 177 USPQ 563 (CCPA

1973).

1V. CONCLUSION

Clearly the brief by Opposer is based on false information and
misrepresentations of facts. On the record submitted, Opposer did not succeed in
meeting its burden of proof.

For the reasons stated herein, the opposition should be dismissed.

Dated: October 11, 2005 Respectfully submitted,

Xiaoming Wang, M.D., Ph.D.
215 West First Street, #208
Tustin, CA 92780

(949) 766-4809

As Applicant
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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE

BEFORE THE TRADEMARK TRIAL AND APPEAL BOARD

China Healthways Institute, Inc.
V.

Xiaoming Wang

Opposition No. 91157392

Serial No. 76435273

DECLARATION OF XIAOMING WANG IN SUPPORT OF
EVIDENTIARY OBJECTIONS AND MOTION TO STRIKE ON
PARTIAL PLAINTIFF’S EXAMINATION UNDER OATH OF
RICHARD H. LEE




My name is Xiaoming Wang (the Defendant) and I am submitting this
declaration in support of evidentiary objections and motion to strike on partial
Plaintiff’s examination under oath of Richard H. Lee. The facts set forth herein
below are personally known to me. If called upon to do so, I could and would

testify competently thereto under oath.

1. Attached hereto as Exhibit 1 are true and correct copies of two applications for
registrations of the trademark “CHI (and design)”, with Application Serial No.
76/361,091 and No. 76/975,262.

2. Attached hereto as Exhibit 2 is a true and correct copy of the front page
SECOND AMENDED COMPLAINT by China Healthways Institute, Inc. filed
on March 6, 2003, received by the Court on March 10, 2003.

3. Attached hereto as Exhibit 3 is a true and correct copy of the ORDER
GRANTING IN PART, AND DENYING, IN PART, CHINA
HEALTHWAYS’ MOTION FOR SUMMARY JUDGMENT AGAINST
EAST HEALTH; ORDER GRANTING, IN PART, AND DENYING, IN
PART, EAST HEALTH’S CROSS-MOTION FOR SUMMARY JUDGMENT
AGAINST CHINA HEALTHWAYS; ORDER DENYING CHINA
HEALTHWAYS® MOTION FOR SUMMARY JUDGMENT AGAINST
STOLTZ; ORDER DENYING CHINA HEALTHWAYS’ MOTION FOR
SUMMARY JUDGMENT AGAINST FU; ORDER GRANTING, IN PART,
AND DENYING, IN PART, CHINA HEALTHWAYS’ MOTION FOR
SUMMARY JUDGMENT AGAINST LAL, on May 3, 2004, from United
States District Court, Central District of California, Los Angeles, California.




4. Attached hereto as Exhibit 4 is a true and correct copy of RELEASE AND
SETTLEMENT AGREEMENT signed by Richard Lee, the president of the
Opposer and by Xiaoming Wang, the Applicant on June 28, 2004.

5. Attached hereto as Exhibit 5 is a true and correct copy of JOINT
STIPULATION AND ORDER FOR THE: 1. DISMISSAL OF ALL CLAIMS
BY AND BETWEEN CHINA HEALTHWAYS INSTITUTE, INC. AND
EAST HEALTH DEVELOPMENT GROUP, INC.; 2. DISSOLUTION OF
THE PRELIMINARY INJUNCTION IN FAVOR OF CHINA
HEALTHWAYS INSTITUTE, INC, AND AGAINST EAST HEALTH
DEVELOPMENT GROUP, INC.; AND 3. THE RESERVATION OF
JURISDICTION from the United States District Court for the Central District
of California on July 9, 2004.

I declare under penalty of perjury that the foregoing is true and correct.

Executed on October 11, 2005, at Tustin, California.

Xiaoming Wang




CERTIFICATE OF SERVICE

I, the undersigned, certify that on October 11, 2005, a true copy of DECLARA-
TION OF XIAOMING WANG IN SUPPORT OF EVIDENTIARY OBJECTIONS
AND MOTION TO STRIKE ON PARTIAL PLAINTIFF’S EXAMINATION UNDER
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I, the undersigned, certify that on October 11, 2005, a true copy of DECLARA-
TION OF XIAOMING WANG IN SUPPORT OF EVIDENTIARY OBJECTIONS
AND MOTION TO STRIKE ON PARTIAL PLAINTIFF’S EXAMINATION UNDER
OATH OF RICHARD H. LEE is being deposited with the United States Postal
Service in a sealed envelope, with postage prepaid as the first class mail to the
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Mr. David Z. Ribakoff
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Darren S. Rimer (179,696)
STETINA BRUNDA GARRED & BRUCKER
75 Enterprise, Suite 250

Aliso Viejo, CA 92656

(949) 855-1246

Jay S. McClaugherty (99,063)
McCLAUGHERTY & ASSOCIATES
223 North First Avenue, Suite 101
Arcadia, CA 91106
(626) B21-1100
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Attorn@ys for
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IN \THE UNITED STATES DISTRICT COURT
MAR 10 2003
R HE CENTRAL DISTRICT OF CALIFORNIA
L\FORN'\‘_:

NTRALCNSTRWJ ©
Civil Action No.
Cv02-03137 LGB (JWJx)

: LTHWAYS . INSTITUTE,
INC a California corporation,
. dba CH[ INSTITUTE

Plaintiff, COMPLAINT FOR:

)

g

) [PROPOSED] SECOND AMENDED
)

)

) (1) FALSE DESIGNATION OF
) ORIGIN - UNFAIR

CHI ANIMAL THERAPEUTICS, INC., a) COMPETITION;
California corporation; SUSAN) (2) FALSE ADVERTISING;
DOWLATSHAHI, an individual; EAST) (3) FEDERAL TRADEMARK
HEALTH DEVELOPMENT GROUP, INC.,) DILUTION;

a California corporation; NICK) (4) COPYRIGHT INFRINGEMENT;
PODOLSKY and INNA PODOLSKY, ) (5) CALIFORNIA TRADEMARK

V.

individuals, dba BUY A MAG CO.;) INFRINGEMENT;

UPC MEDICAL SUPPLIES, INC., a) (6) CALIFORNIA UNFAIR
California corporation; MEDICAL) COMPETITION AND
TECHNOLOGY PRODUCTS, INC., a) DECEPTIVE TRADE
Florida corporation; MATRIX) PRACTICES; and
INTERNATIONAL CORP., an Oregon) (7) CALIFORNIA TRADEMARK
corporation; INSIGHT GRAPHICS,) DILUTION ’

INC., a California corporation)

dba INSIGHT PUBLISHING; KANISHKA) DEMAND FOR JURY TRIAL

LAL, an individual, dba NATURAL)
LIVING PRODUCTS; YUAN ZHI FU, an)
individual; and DOES 1 through)
10, inclusive,

Defendants.

N N )

AND RELATED COUNTERCLAIMS.

[PROPOSED} SECOND AMENDED COMPLAINT
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3 CLERK, US DISTRICT COURT

MAY - 5 2004
CENTRAL DISTRICT OF CALIFORNIA
BY 2“—"5 DEPUTY

Priority ..)’%—

Send

UNITED STATES DISTRICT COURT ~ Enter X
Close PO
CENTRAL DISTRICT OF CALIFORNIA J;Z@ Vo

CHINA HEALTHWAYS INSTITUTE,
Plaintiff,
V.
CHI ANIMAL THERAPEUTICS, et al.,
Defendants.

1

JS-21J8-3 .
ScanOnly_____

NO. CV 02-3137-LGB (JWIx)

ORDER GRANTING, IN
PART, AND DENYING, IN
PART CHINA
HEALTHWAYS’ MOTION
FOR SUMMARY JUDGMENT
AGAINST EAST HEALTH:
ORDER GRANTING, IN
PART, AND DENYING, IN
PART, EAST HEALTH’S
CROSS-MOTION FOR
SUMMARY JUDGMENT
AGAINST CHINA
HEALTHWAYS; ORDER
DENYING CHINA
HEALTHWAYS’ MOTION
FOR SUMMARY JUDGMENT
AGAINST STOLTZ: ORDER
DENYING CHINA
HEALTHWAYS’ MOTION
FOR SUMMARY JUDGMENT
AGAINST FU; ORDER
GRANTING, IN PART, AND
DENYING, IN PART, CHINA
HEALTHWAYS’ MOTION
FOR SUMMARY JUDGMENT
AGAINST LAL
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I. INTRODUCTION

This Order addresses four summary judgment motions filed by Plaintiff China :'
Healthways Institute, Inc. (“China Healthways”) against various defendants in this
action and Defendant East Health Development Group, Inc.’s (“East Health™) cross-
motion for summary judgment against China Healthways. The claims in this case
include allegations of copyright, trademark, false advertising, and unfair competition

violations. .

II. FACTUAL AND PROCEDURAL BACKGROUND
A.  General Factual Background
These facts are undisputed unless otherwise noted.

Richard Lee (“Lee”) is the founder and President of China Healthways. I Lee
Decl., § 1.! Prior to 1990, Lee operated the business of China Healthways until its

2 The Court has devised the following citation nomenclature to distinguish
the pleadings filed in support of the different motions: (1) all pleadings filed in
support of China Healthways motion against East Health shall be preceded by an
“T”; (2) all pleadings filed in support of East Health’s motion against China
Healthways shall be preceded by an “II”’; (3) all pleadings filed in support of
China Healthways motion against Stoltz and Chi Animal shall be preceded by an
“III”; (4) all pleadings filed in support of China Healtliways’ motion against Fu
shall be preceded by an “IV™; (5) all pleadings filed in support of China
Healthways motion against Lal shall be preceded by a “V™’.

2
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incorporation in 1999. I Lee Decl., § 3.2 In 1999, Lee assigned the rights and assets
of the business to the corporation, China Healthways. I Lee Decl., § 3.

Beginning in late 1988 to early 1989, Lee began importing a series of
therapeutic massagers from a Chinese factory known as Shen Yun Electronics
Company (“Shen Yun”). ILee Decl., §3.> The massagers had the name QIGONG
HEALTH APPARATUS on the front of them. I Lee Decl., § 3, Exh. 1.4 Lee states

2 Lee declares that he operated the business as a “sole proprietorship” until
its incorporation in 1999. I Lee Decl., §3. However, Defendant Fu, who is Lee’s
ex-wife, declares that she was married to Lee from November 9, 1986 until 1997
and that they operated the business together during that time. IV Fu Decl. 1| 4.

Therefore, this fact is disputed.

China Healthways objects to Fu’s declaration based on its contention that
Fu previously requested a Chinese-English interpreter for her deposition testimony
in an unrelated state court action. See IV Objs. Fu Decl., at 1; IV Lee Decl., § 23,
Exh. 4. However, Fu stated in her deposition that she could read English. IV Lee
Reply Decl., Exh. 4, 57:10-11. China Healthways has not presented any evidence
that Fu does not speak English. Therefore, this objection is OVERRULED.

3 East Health states that Lee, in his March 7, 2003 deposition, stated that he
| did not begin importing the massagers until 1989. However, Lee’s deposition
testimony states that he began importing the massagers in 1988. II East Health’s
Unc. Facts, March 7, 2003 Lee Depo., 39:4-5.

¢ East Health has submitted the declaration of Lizhu Li (“Li”) which states
that he is the General Manager of YingPu Electronics Co., Ltd (“YingPu”) of Shen
Yun and that some of the massagers were manufactured with the name Qi-Gong
Machine imprinted on them in 1986. II Li Decl., § 2. China Healthways objects to
Li’s statement because he does not state that he worked for Shen Yun in 1986,
Furthermore, Lee declares that Fa Zhuo Ran was the general manager of Shen Yun
when he was buying the massagers from Shen Yun from 1989 to 1995. I Lee
Decl., § 3. The Court finds that Li has failed to establish a foundation to testify
about matters at Shen Yun during any period other than the date of his declaration.

3
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in his declaration that in June 1989, Lee instructed Shen Yun to change the name on
the faceplate of the massager to QI-GONG MACHINE. ILee Decl., {4, Exh. 2, at
38.° Lee sent five letters to Shen Yun detailing some problems with the massagers.
See I Lee Decl., Exh. 2, 39-42 & 45. Lee’s letter of April 21, 1994 praised Shen
Yun’s latest product as being “of very good quality.” Id. at 45. In or around 1990,
Lee had an original line drawing created for the QI-GONG MACHINE. Id., § 5. Lee
never obtained a written assignment agreement from the artist who created the
drawing for him. Jd. In 1991, China Healthways began labeling its massagers
INFRATONIC QGM. [d., §6. China Healthways began purchasing its massagers
from another manufacturer in China, Lu Yan Fang, in 1994. Il Wang Decl.,§6;1Lee
Decl.,, 141. After China Healthways began purchasing its massagers from another
manufactufer, it made further improvements to the original INFRATONIC QGM. I
Lee Decl., 9 14, 15, 16 & 17. The INFRANTONIC QGM 4.0 was developed in
1997. Id. 717.

Therefore, this objection is SUSTAINED.

China Healthways also objects to Li’s declaration because Li previously
submitted a declaration in Chinese in support of the opposition to the preliminary
injunction motion and does not speak English. China Healthways has not
submitted any evidence that Li does not speak English. Therefore, this objection
is OVERRULED.

* China Healthways has submitted a letter from Lee to Shen Yun dated June
15, 1989 which requests a change in the name on the faceplate. See I Lee Decl.,
Exh. 2, at 38. However, the letter is not signed by Lee and Lee stated in his
deposition that he did not know if he had mailed this particular letter to Shen Yun.
II East Health Uncon. Facts, 4/10/03 Lee Depo., 30:19-32:7.

4
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B.  Defendant East Health

L

Inor about September 1995, arepresentative of Shen Yun contacted Xiaoming '
Wang aka Simon Wang (“Wang”). 1l Wang Decl., § 6. Shen Yun’s representative |
told Wang that Lee had discontinued distribution of the INFRATONIC QGM in
1994, Id.° Shen Yun’s representative told Wang that it was looking for a United
States distributor to replace Lee. Jd. Shen Yun changed the faceplate of the massager
to Qi Gong Massager from INFRATONIC QGM. ]Id.,§ 7. Wang personally sold the
Qi Gong Massager under a sole proprietorship using the fictitious business name East
Health Development Group (“East Health”) from 1996 to the end of 1997. Id., § 8.
In January 1998, Wang incorporated his business in California as East Health
Development Group, Inc. (“East Health”). Id. The machine is essentially half the
size of a shoe box which is plugged into an electric outlet. Id., § 13. The box
generates a signal transmitted through a cord to a transducer (“handset™). Id. The
transducer contains a diaphragm which manufactures both a vibration and infrasonic
sound waves. Id. After Judge Hupp granted China Healthways a preliminary
injunction against East Health, East Health renamed its massager “SI WANG
MACHINE,” after Simon Wang. 1 Wang Decl., § 10.

¢ The parties agreed at oral argument that China Healthways’ massager is
referred to as the INFRATONIC QGM, not the QGM INFRATONIC. Therefore,
for the sake of clarity, the Court will refer to China Healthways’ massager as the
INFRATONIC QGM.

? China Healthways objects to this paragraph of Wang’s declaration based
on hearsay, relevance, speculation, etc. This objection is overruled.

5

HEIRY

o




W © 3 o U s w N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

28

C. De 8 i Animal apeutics

Stoltz met Lee in August of 1992 and purchased an infrasonic therapeutic
massager from him. III Stoltz Decl., at 2.* In December 1992, Stoltz approached Lee
with the idea of selling the infrasonic therapeutic massagers to people in the equine
market, as well as the general animal market. Id. In 1992 or 1993, Lee and Stoltz
began a business relationship whereby Stoltz acted as a distributor for Lee. III Lee
Decl,, § 6. In 1998, Stoltz became a sales representative for Lee where she received
7 a commission for sales of massagers sold to the equine market. Id., § 13. Around
1998, Lee and Stoltz decided to change the name of the equine massagers to
Equisonic QGM. Id.,§ 14. On October 11,2001, Lee sent Stoltz a letter which states
that their agreement to do business together would terminate on October 25, 2001 if
Stoltz did not sign a new distributor agreement with Lee. Stoltz Decl., at 9, Exh. 509,
at 207. Stoltz did not sign the agreement. ]d. at 9-10. Stoltz began purchasing
massagers from East Health after October 11, 2001. Id. at 10. Stoltz sells these

massagers using the name Alphasonic. Id,
| D. Defendant Yuan Zhi Fu

Fu was matried to Lee, the President of China Healthways, until July 9, 1997.

* Susan Stoltz is also referred to in the parties’ papers as Susan
Dowlatshahi; it appears that she changed her name to “Stoltz” at some point
during this litigation. For the sake of clarity, the Court will refer this defendant as
Susan Stoltz throughout this Order.

* China Healthways objects to the entirety of Stoltz’s declaration because
she wrote it in the third person. This objection is overruled.

lT .
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IV Fu Decl,, § 6. As part of the divorce settlement, Lee was awarded the business '
known as China Healthways. ]d. Fu was awarded the part of the business known as '
the Family Acupuncture Center. Id. After 1999, Lee incorporated his business under ,
the name China Healthways Institute. IV Lee Decl., § 2. Beginning in August 1999, |
Lee and Fu had a dispute over whether Fu had a right to sell the massagers. IV Fu
Decl., § 7. On February 17, 2000, Fu and Lee entered into a Conflict Resolution
Agreement (“CRA”). IV Fu Decl. § 8, Exh. C. The CRA provides, in relevant part,

that:

Yuan Zhi [Fu] agrees that the CHI logo is the exclusive property of
Richard [Lee] and CHI, and she hereby gives up all claim to it.

Richard is welcome to purchase products and services from Yuan Zhi’s
companies at retail price unless discounted prices are offered. Yuan Zhi
is welcome to purchase products from CHI at distributor prices, and can,
as a customer, negotiate lower prices on bulk purchases ifboth CHI and

Yuan Zhi agree.

No restrictions on the sales of products or services, beyond those legally
created such as trademark, copyright, and patent laws, shall apply to
either Yuan Zhi or Richard. Specifically, both are free to sell therapy
devices imported from anywhere, including Shen Yun, except that
Richard agrees not to provide acupuncture services in San Clemente.

QU roMNisL LY
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E. Defendan ishka Lal

In 1997, Lal began selling East Health’s products. V Lal Decl., § 3. Those
products were on Lal’s website from its inception in 1997, Id. In December, 1998,
China Healthways approached Lal and asked if he wanted to begin selling China
Healthways’ products. Id., § 4. Lal sold China Healthways’ Infratonic QGM
massager. V Lee Decl., § 13. On September 11, 2002, Lee sent Lal an email that
requested that Lal remove all CHI trademarks and copyrighted CHI photos and text
from his website, www.natural-living.com, and informed him that China Healthways
was no longer selling its massager to web advertisers. V Lal’s Gen Issues, Exh, F.'°
On September 12, 2002, Lal sent Lee an email which stated that he had done as Lee

\

requested in the earlier email. Jd.
F. neral dural Hi

On March 24, 2003, China Healthways filed its Second Amended Complaint
(“SAC”) against various defendants. The Defendants against whom China
Healthways has filed the pending sunimary judgment motions are Defendants Chi
Animal Therapeutics (“Chi Animal”), Susan Stoltz (“Stoltz”), East Health

L

1o The exhibits to Lal’s Genuine Issues of Material Fact are not properly
tabbed or numbered. The Court, therefore, will identify the exhibits as follows:
Exhibit A is the first two pages of attachments. Exhibit B is the third page of
attachments. Exhibit C is the fourth and fifth page of attachments. Exhibit D is
'] the sixth page of attachments. Exhibit D is the seventh page of attachments.

Exhibit E is the eighth and ninth page of attachments. Exhibit F is the tenth page
of attachments. Exhibit G is the eleventh, twelfth, and thirteenth pages of
attachments.

QLANKNED
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Development Group, Inc. (“East Health”), Kanishka Lal (“Lal”) and Yuan Zhi Fu
(“Fu.”)'

China Healthways’ SAC alleges the following claims: Claim 1: false
designation of origin—unfair competition under the Lanham Act, Claim 2: false
designation of origin—false advertising under the Lanham Act, Claim 3: federal
trademark dilution, Claim 4: federal copyright infringement, Claim S: California
trademark infringement, Claim 6: California unfair competition and deceptive trade

practices, and Claim 7; California trademark dilution.

On March 10, 2003, East Health filed its Answer to China Healthways’ SAC.
On May 20, 2002, Chi Animal, Stoltz, and East Health filed the following

" counterclaims against China Healthways: Counterclaim 1: false designation of

origin—false advertising, Counterclaim 2: false advertising, Counterclaim 3: federal
trademark dilution, Counterclaim 4: California trademark infringement, Counterclaim
5: California Unfair Competition and Deceptive Trademark Practices, and
Counterclaim 6: California trademark dilution. East Health admitted in its answers

| to interrogatories that it was not maintaining a counterclaim for trademark

infringement and that the claim of infringement “was asserted by others.” I Rimer
Decl., Exh. 17, 283. The Court, therefore, assumes, that the trademark infringement
claim was asserted solely by Stoltz and Chi Animal.

On July 22, 2003, China Healthways filed a dismissal of its copyright claim
based on the work entitled Infratonic QGM Line Drawing (Copyright Registration
No. VA 1-123-731).

PRI T ad i
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G.  Preliminary Injunctions

R T

-

On August 5, 2002, Judge Harry Hupp entered a preliminary injunction against
East Health and a separate preliminary injunction against Stoltz and Chi Animal. See
August 5, 2002 Minute Order. East Health’s preliminary injunction enjoined its use
of QI GONG MACHINE, QI GONG MASSAGER, and INFRASONIC. See August
5,2004 Order Granting Preliminary Injunction Against Defendant East Health Group,
Inc. (“East Health PI”), at 2-3. The injunction against Stoltz and Chi Animal enjoined
their use of CHI (and design), CHAOS THERAPY (and design), INFRATONIC,
QGM, INFRASONIC, QI GONG MACHINE, QI GONG MASSAGER,
EQUISONIC, and EQUISONIC QGM. See August 5, 2002 Order Granting
Preliminary Injunction Against Defendants Chi Animal Therapeutics, Inc. and Susan
Dowlatshahi (“Stoltz/Chi Animal PI”), at 2-3.

The parties have submitted evidentiary objections to the evidence. The Court
will only address the objections to the evidence that the Court relies upon.

IIl. LEGAL STANDARD

Rule 56 of the Federal Rules of Civil Procedure provides that a court shall
grant a motion for summary judgment if “the pleadings, depositions, answers to
interrogatories, and admissions on file, together with the affidavits, if any, show that
there is no genuine issue as to any material fact and that the moving party is entitled
to judgment as a matter of law.” Fed. R. Civ. P. 56(c). Material facts are those that

10
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may affect the outcome of the case. Anderson v. Liberty Lobby, Inc., 477 U.S. 242,

248 (1986). A dispute as to a material fact is genuine if there is sufficient evidence '

for a reasonable jury to return a verdict for the nonmoving party. Id.

The party moving for summary judgment bears the initial burden of informing
the district court of the basis of the summary judgment motion and of demonstrating
the absence of a genuine issue of material fact for trial. Celotex Corp, v, Catrett, 477

U.S. 317, 323 (1986); Katz y. Children’s Hosp. of Orange County, 28 F.3d 1520,
1534 (9th Cir. 1994). On an issue for which the nonmoving party has the burden of

proof at trial, the moving party need only point out “that there is an absence of

evidence to support the nonmoving party’s case.” Celotex, 477 U.S. at 325.

Once this initial burden is satisfied, the non-moving party is required to “go

beyond the pleadings and by her own affidavits, or by the depositions, answers to

interrogatories, and admissions on file, designate ‘specific facts’ showing that there

is a genuine issue for trial.” Celotex, 477 U.S. at 324 (internal quotations omitted);

preponderance of the evidence, the non-moving party’s evidence must be such that
a “fair-minded jury could return a verdict for the [non-moving party] on the evidence
presented.” Anderson, 477 U.S. at 252.

The court views all facts and draws all inferences therefrom in the light most

favorable to the nonmoving party. United States v. Diebold, Inc., 369 U.S. 654,
655(1962). The Court must accept the plaintiff’s view of all material disputed facts.

LaLonde v. County of Riverside, 204 F.3d 947, 954 (2000). If, however, the

11
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nonmoving party's evidence is “merely colorable” or “not significantly probative,” |

summary judgment may be granted. Anderson, 477 U.S. at 249-50.
IV. ANALYSIS

China Healthways seeks summary judgment on its claims against Bast Health,
Stoltz, Fu, and Lal. China Healthways also seeks summary judgment on East
Health’s counterclaims against China Healthways.

East Health seeks summary judgment on China Healthways’ claims against
East Health.

As a preliminary matter, the Court notes that since China Healthways seeks
summary judgment on all of East Health’s counterclaims against China Healthways,
| and East Health has only opposed its false advertising counterclaim against China
Healthways in its motion, East Health concedes to China Healthways’ motion for
summary judgment against it for the rest of East Health’s counterclaims. Therefore,
the Court grants China Healthways’ motion for summary judgment on East Health’s
counterclaims for federal trademark dilution and California Unfair Competition and
Deceptive Trademark Practices.

The Court will first address China Healthways’ claims for copyright
infringement against East Health, Stoltz and Lal.

The Court will then address China Healthways’ trademark infringement and
'ﬂ unfair competition under the Lanham Act claims against East Health, Stoltz, Fu, and

12
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Lal.

. The Court will then address China Healthways’ claims for trademark dilution
against East Health, Stoltz, Fu, and Lal.

against East Health, East Health’s claim for false advertising against China
Healthways, and China Healthways’ claims for false advertising against Stoltz, Fu,
and Lal. |

The Court will then address China Healthways® claims for state unfair
competition against East Health, Stoltz, Fu, and Lal.

Finally, the Court will address China Healthways’ civil conspiracy claim
against Fu and China Healthways’ conspiracy and aiding and abetting claims against

East Health.

A.  Copyright Infringement

To establish copyright infringement, the holder of the copyright must prove
both valid ownership of the copyright and infringement of that copyright by the

alleged infringer. See, ¢.g., North Coast Indus. v, Maxwell, 972 F.2d 1031, 1033 (9th
Cir. 1992); Sid & Marty Krofft Television v. McDonald's Corp,, 562 F.2d 1157, 1162

(9th Cir. 1977). Ifthe plaintiff copyright holder survives the first step by establishing
| that he or she owns a valid copyright, the plaintiff must then establish infringement
by showing both access to the copyrighted material on the part of the alleged infringer

13
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and substantial similarity between the copyrighted work and the alleged infringing
work. North Coast, 972 F.2d at 1033. Under the copyright laws, the registration of
a copyright certificate constitutes prima facie evidence of the validity of a copyright

SLANNED

in a judicial proceeding commenced within five years of the copyright's first
publication. 17 U.S.C. § 410(c); see also North Coast, 972 F.2d at 1033; Masquerade

Iﬁ Novelty, Inc. v. Unigue Indus., Inc., 912 F.2d 663, 668 (3rd Cir. 1990); S.0.S., Inc.
v. Payday, Inc., 886 F.2d 1081, 1085-86 (9th Cir. 1989).

Infringement occurs when a defendant violates one of the exclusive rights of
the copyright holder. 17 U.S.C. § 501(a). A plaintiff can establish infringement by
demonstrating that a defendant used the copies in any of the ways described under 17
US.C. § 106, which include: (1) reproduction of the copyrighted work, (2)
preparation of derivative works based upon the copyrighted work, (3) distribution of
copies of the copyrighted work to the public by sale or other transfer of ownership,
or (4) display of the copyrighted work publicly. 17 U.S.C. § 106.

1. China Healthways’ Claim Against East Health for Copyright
Infringement of the Infratonic QGM Line Drawing

East Health is seeking summary judgment on China Healthways’ copyright
infringement claim based on East Health's allegedly infringing use of the Infratonic
QGM Line Drawing (“IQLD”). China Healthways filed a voluntary dismissal of its
copyright claim based on this drawing on July 22, 2003. See Plaintiff’s Partial
Dismissal of Copyright Claims. However, East Health filed its Answer to the SAC
on March 10, 2003, three months before China Healthways’ dismissal.

14
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Once an adverse party serves an answer or motion for summary judgment in |
an action, Federal Rule of Civil Procedure 41(a)(2) comes into play stating, “an action |

shall not be dismissed at the plaintiff’s insistence save upon order of the court and
upon such terms and conditions as the court deems proper . . .> Fed. R. Civ. P.
41(a)(2). Since East Health had already served its Answer on China Healthways
before it filed his voluntary dismissal, the Court finds that China Healthways is not

entitled to a voluntary dismissal pursuant to Federal Rule of Civil Procedure 41(a).

East Health argues that it is entitled to summary judgment on China
Healthways’ claim for copyright infringement on the IQLD because China
Healthways is not the author of the copyrighted work and there is no work for hire
agreement between the author of the copyrighted work and China Healthways. China
Healthways concedes that it cannot maintain its copyright claim based on the IQLD
but argues that China Healthways’ use of the IQLD supports its unfair competition
claim against East Health.!" See I Opp., 2. Since China Healthways concedes that
it cannot maintain its copyright infringement claim based on the IQLD, the Court
grants East Health’s summary judgment motion on China Healthways’ copyright
infringement claim based on the IQLD.

2. China Healthways' Claim Against Stoltz for Copyright
Infringement of the Chi Point Chart and Infratonic QGM

Advertisement

China Healthways argues that it is entitled to summary judgment on its

1t The Court will address China Healthways’ unfair competition claim
based on East Health’s use of the IQLD in the section on state unfair competition.
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| copyright claim against Stoltz based on her=allegedly infringing use of China
Healthways’ copyrighted works—-the Chi Point Chart (“CPC”) and the Infratonic
QGM Advertisement (“IQA™). Since China Healthways and Stoltz were working
h together until October 2001 and Stoltz had permission to use China Healthways’
trademarks and materials until that point, any allegedly infringing use must have
occurred after October 2001.

SLAMNE Y

In order to succeed on a claim for copyright infringement, a plaintiff must
show: (1) ownership of a valid copyright; and (2) copying by the defendant of
protectable elements of the work. CDN, Inc, v, Kapes, 197 F.3d 1256, 1258 (9*Cir.
1999). Permissive use of the copyright is a defense to copyright infringement.

a.  Infratonic QGM Advertisement

China Healthways has a registered copyright in the IQA. See III Rimer Decl.,
Exh. 11. The image is of the massager, with the words “Chaos Therapy” on the front
of the massager, and a person’s hand holding the head of the massager. Id."? The top
left of the image states “Only $695.” Id. China Healthways argues that Stoltz has
infringed China Healthways’ IQA copyright based on a “printout” of Stoltz’s website
www.equisonicqgm.com that has an image similar to the IQA image on it. III Rimer

12 The copyrighted image is not very clear and therefore, these are the only
aspects of the copyrighted image that the Court is able to discern. There is some
I text on the right of the image that is 1lleg1ble except for the following words: “Try
the Infratonic . . . Risk free for . . . Discover . . . yourself . . . therapy . . . our health

e
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Decl., Exh. 13, at 88." China Healthways asserts that this is an image of the website
from February 22, 2002, however, the image itself does not have an identifying date.
11T Rimer Decl., § 14, Exh. 13, 88. Rimer has filed a Reply Declaration which states
that he downloaded this image from the website on February 22, 2002. III Rimer
Reply Decl., § 4.

Stoltz declares that the printout of the website is a prototype for a website that
Stoltz was working on while she was selling China Healthways’ machine. Gen.
Issues, § 24. Stoltz also objects because the “print-out” does not contain any headers
or footers indicating that it was printed off of the Internet. Id. The image states,
“Here’s a new look for you Susan —what do you think? None of the top buttons
work yet-don’t want to get too carried away until I see if you like this design. Tracey
:-).” TII Rimer Decl., Exh. 13, 88. It s clear from this text that this image could be
a prototype for a website that was being developed by Stoltz.

The Court finds that Stoltz has raised a genuine issue of material fact whether
this image was printed off her website from the Internet on February 22, 2002. Based
on the foregoing, Stoltz has raised a genuine issue of material fact that she did not

infringe China Healthways’ IQA copyright.

3 China Healthways also cites to the use of the JQA image in its own

| newsletter. ITI Rimer Decl., Exh, 31, 341. However, the use of the image in its
own newsletter cannot be grounds for a copyright infringement claim against
Stoltz.
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b.  Chi Point Chart

China Healthways argues that it is entitled to summary judgment on its claim
of copyright infringement against Stoltz for her use of its Chi Point Chart (“CPC”).
China Healthways has a registered copyright in the CPC which was registered on
January 24, 2002. IHI Rimer Decl., Exh. 4.

In support of its motion, China Healthways has submitted documents that were
produced by Stoltz to China Healthways. 1II Rimer Decl., § 32, Exh. 31, 336 & 338.
The CPC appears on two pages of these documents as part of a six-page instructional
guide on the use of the “Infratonic.” ]d. However, China Healthways has not
authenticated these documents in any way other than to state that Stoltz produced
them to China Healthways. Also, the Court notes that Stoltz was not selling a
massager called the Infratonic after January 2002. Therefore, it is unclear whether
the documents were created or used by Stoltz and it is unclear if they were used after
Stoltz’s working relationship with China Healthways ended.'* Based on the lack of
reliability and probative value of these documents, the Court does not rely on this

evidence.

China Healthways has also submitted promotional materials it received from

* China Healthways also argues that Stoltz admitted that she used the CPC
image in her own marketing materials during her deposition. III Unc, Facts, § 73.
However, in her deposition, Stoltz stated that she sent the point chart to people and
that she felt that she was allowed to continue distributing it. III Rimer Decl., Exh.
38, 899:11-18. She did not state that she actually distributed the CPC to her
customers after her working relationship with China Healthways ended. Id.
Therefore, the Court finds this evidence irrelevant.

18
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Stoltz when it ordered an Alphasonic massager from Stoltz in January 2002. See III
Lee Decl., § 27, Exh. 17. The materials include an image that appears to be identical
to the CPC. Id. at 100. The materials were sent after China Healthways revoked its
permission for Stoltz to use its materials; however, China Healthways registered this
image on January 24, 2002 and it is unclear whether Stoltz sent the promotional
materials before or after the registration of the CPC copyright. China Healthways has
not provided any evidence that it had a copyright interest in the image before it
registered the image on January, 24 2002 nor evidence that Stoltz infringed China
Healthways’ copyright after the registration date. Therefore, there is a genuine issue
of material fact that Stoltz infringed China Healthways CPC copyright.

Based on the foregoing, the Court denies China Healthways’ motion for
summary judgment on its copyright claims against Stoltz.

3. ChinaHealthways’ Claim Against Lal for Copyright Infringement
of the Breakthrough in Pain Management and Infratonic QGM

Advertisement

China Healthways is seeking summary judgment on its copyright claim against
Lal for his allegedly infringing use of an image that appears in both its IQA
copyright and another copyright entitled “Breakthrough in Pain Management”
(“BPM”). China Healthways has submitted a copy of Lal’s website, www.natural-
living.com, as it existed on February 9, 2004. V Rimer Decl., § 3, Exh. 2, at 7. The
website print-out contains an image of a massager with a hand holding the head of the
massager to the left of the massager with a bluish-green background. Id. The hand
holding the massager has a white sleeve. Id. China Healthways has also submitted

19
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its copyright registration for its BPM copyright which also contains an image of a
massager with a hand holding the head of the massager to the left of the massager
with a bluish-white background; the BPM copyright was registered on January 15,
2002. V Lee Decl., Exh. 2, 11. China Healthways’ IQA copyright, registered on
April 10, 2002, contains the same basic image, as described above, however, that
image also contains the text described in footnote 10. V Lee Decl,, Exh. 3, 15. The
images in China Healthways’ copyrights appear almost identical to the image on Lal’s
website except for the difference in the background colors, which may be due to the

copying of the images.

China Healthways argues that Lal previously sold China Healthways’
massagers and had access toits copyrighted images. China Healthways has submitted
the declaration of Lee which states that Lal previously sold China Healthways’
massagers. V Lee Decl, § 13. Lal also declares that he was selling the China
Healthways’ product until August 2002 when China Healthways stopped selling to
him. V Lal Decl., § 5.

China Healthways has demonstrated that it is the copyright owner of the image
of the massager with the hand to the left of the massager that appears on Lal’s
website. China Healthways has also demonstrated that Lal had access to this image
when it was selling China Healthways’ product and that China Healthways revoked
its permission for Lal to use this image on his website on September 11,2002. China
Healthways has also demonstrated that on February 9, 2004, this image appeared on
Lal’s website, www.natural-living.com. Lal does not dispute that the image is China
Healthways’ image or that the printout is an accurate representation of his website.

Lal represented that he did not know that the image was on his website. Lal also

20
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represented that he asked China Healthways’ counsel to identify the image for him
so that he could remove it from the website. Lal argues that since he did not know
that the image was on the website and could not locate it, he should not be held liable
for copyright infringement. However, Lal has only set forth evidence that he did not
intentionally infringe China Healthways’ copyrights. Intent is not a necessary
element of copyright infringement. Therefore, the Court finds that there is no genuine
issue of material fact that Lal’s use of that one image on his website in February,
2004 was an infringement of China Healthways’ BPM and IQA copyrights.

China Healthways’ motion for summary judgment against Lal for copyright
infringement based on this image is granted.

B. ingem ir Competition erthel
A trademark is defined as:

any word, name, symbol, or device, or any combination thereof-

(1) used by a person, or

(2) which a person has a bona fide intention to use in commerce and
applies to register on the principal register established by this chapter,
to identify and distinguish his or her goods, including a unique product,
from those manufactured or sold by others and to indicate the source of

the goods, even if that source is unknown.

15 US.C. § 1127. When more than one user claims the exclusive right to use an

unregistered trademark, priority is determined by “the first actual use of [the] mark

21
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in a genuine commercial transaction.” Allard Enters., Inc. v. Advanced Programming

Res.. Inc., 146 F.3d 350, 358 (6th Cir. 1998); see also Blue Bell, Inc. v. Farah Mfg. !
Co., 508 F.2d 1260, 1265 (5th Cir. 1975) (“The exclusive right to a trademark ,
belongs to one who first uses it in connection with specified goods.”); SweeTarts v. |
Sunline, Inc., 380 F.2d 923, 926 (8th Cir. 1967) (same). The first user, then, to

appropriate and use a particular mark -- the “senior” user -- generally has priority to

CluNinvg L2

use the mark to the exclusion of any subsequent -- or junior -- users. See Lucent Info.

Mgmt., Inc. v. Lucent Techs., Inc., 186 F.3d 311, 316 (3d Cir. 1999); see also 4
McCarthy, § 26.5 at 11-12. The priority to use a mark, however, can be lost through

abandonment. See Emergency One, Inc, v. Am, FireEagle, Ltd., 228 F.3d 531, 535
-36 (4% Cir. 2000). “Once abandoned, a mark may be seized immediately and the

person . .. doing so may” establish “priority of use and ownership under the basic
rules of trademark priority.” 2 McCarthy, § 17:2 at 3; Emergency One, Inc. v. Am.
Fire Eagle Engine Co., 332 F.3d 264, 268 (4™ Cir. 2003).

A claim of federal trademark infringement may be brought against any person
who shall, without consent of the holder of the registered trademark,

(a) use in commerce any reproduction, counterfeit, copy, or colorable
imitation 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
mistake, or to deceive; or

(b) reproduce, counterfeit, copy, or colorably imitate a registered mark
and apply such reproduction, counterfeit, copy, or colorable imitation to

labels, signs, prints, packages, wrappers, receptacles or advertisements

22
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intended to be used in commerce upon or in connection with the sale,
offering for sale, distribution, or advertising of goods or services on or
in connection with which such use is likely to cause confusion, or to

cause mistake, or to deceive. . .

15US.C. § 1114(a)."

Section 43 of the Lanham Act, 15 U.S.C. § 1125(a) provides a cause of action

for anyone injured by unfair competition:

(1) Any person who, on or in connection with any goods or services, or

any container for goods, uses in commerce any word, term, name,
symbol, or device, or any combination thereof, or any false designation
of origin, false or misleading description of fact, or false or misleading
representation of fact, which--

(A) is likely to cause confusion, or to cause mistake, 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 commercial activities by another person, or

(B) in commercial advertising or promotion, misrepresents the
nature, characteristics, qualities, or geographic origin of his or her or
another person's goods, services, or commercial activities,

shall be liable in a civil action by any person who believes that he or she

15 Although § 1114(a) refers only to registered marks, the analysis for
unregistered trademarks is the same. ications, Inc. v.

Coast Entertainment Corp., 174 F.3d 1036, 1047 n.8 (9" Cir. 1999).

23

DAIHNT LY




N O e W N R

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

1s or is likely to be damaged by such act.

15 U.S.C. § 1125(a).

Because of the intensely factual nature of trademark disputes, summary
judgment is generally disfavored in the trademark arena. Interstellar Starship Servs.
v. Epix Corp., 184 F.3d 1107, 1109 (9" Cir. 1999). To prevail on its trademark and
unfair competition claims, China Healthways must demonstrate (1) ownership of a
valid mark, (2) use by the accused infringer of the same or similar mark, and (3) that
a likelihood of confusion exists in light of the marks used for the particular goods.
See HMH Publ’g Co. v. Lambert, 482 F.2d 595, 598 (9% Cir. 1973). The gravamen
of both an infringement and an unfair competition claim is whether the defendant has
created a likelihood of confusion, Shakey’s Inc, v, Covalt, 704 F.2d 426,431 (9" Cir.
1983)." In the Ninth Circuit, district courts rely on the eight-factor test articulated
in AMF, Inc. v. Sleckcraft Boats, 599 F.2d 341, 348-49 (9* Cir. 1979), to determine
whether a likelihood of confusion exists. Those eight factors include: (1) the strength
of the mark; (2) the similarity of the marks; (3) the proximity or relatedness of the
goods or services; (4) the intent of the accused infringer in selecting its mark; (5)
evidence of actual confusion; (6) the marketing channels used; (7) the likelihood of
expansion into other markets; and (8) the degree of care purchasers are likely to

exercise. Thane Int'l v, Trek Bicycle Corp,, 305 F.3d 894, 901 (9" Cir. 2002). “The

nature of the likelihood of confusion inquiry largely shapes the role of district courts

¢ The Ninth Circuit has stated that the test for federal and state trademark
infringement as well as federal and state unfair competition is the same~likelihood

of confusion. Thane Intl v, Trek Bicycle Corp,, 305 F.3d 894, 901 n.3 (9" Cir.

2002). Therefore, the Court discusses the federal and state claims together.
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addressing motions for summary judgment . ..” Id. The eight-factor Sleckcraft test
is plaint; some factors are more important than others and the relative importance of
each factor will be case-specific. Brookfield Communications v. West Coast
Entertainment Corp,, 174 F.3d 1036, 1054 (9" Cir 1999).

The law conceptually classifies trademarks along a spectrum of increasing
distinctiveness: (1) generic, (2) descriptive, (3) suggestive, and (4) arbitrary or
fanciful. See Two Pesos, Inc, v, Taco Cabana, 505 U.S. 763, 768 (1992); Interstellar
Starship Servs., 304 F.3d at 943 n.6. A descriptive mark “directly describes
something about the goods or services in connection with which it was used as a
mark.” J. Thomas McCarthy, McCarthy's Desk Encyclopedia of Intellectual Property,
119 (2d ed. 1995); Brookfield Communications, Inc. v. W. Coast Entm't Corp., 174
F.3d 1036, 1058 n.19 (9th Cir. 1999). “Although descriptive terms generally do not
enjoy trademark protection, a descriptive term can be protected provided that it has
acquired ‘secondary meaning’ in the minds of consumers, i.c., it has become
distinctive of the trademark applicant's goods in commerce.” Entreprencur Media,
Inc. v. Smith, 279 F.3d 1135, 1142 n.3 (9th Cir. 2002) (quoting Park’ N Fly v. Dollar
Park & Fly, Inc,, 469 U.S. 189, 194 (1985)). Similarly, a suggestive mark “conveys
an impression of a good but requires the exercise of some imagination and perception
to reach a conclusion as to the product's nature,” and therefore carries both a primary
descriptive meaning and a secondary trademark meaning.  Brookfield
Communications, 174 F.3d at 1058 n.19 (citing “Roach Motel” insect trap as an
example). “Arbitrary and fanciful marks have no intrinsic connection to the product
with which the mark is used; the former consists of words commonly used in the
English language, whereas the latter are wholly made-up terms.” Id. (citations

omitted).
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Under the doctrine of foreign equivalents, foreign words are translated into

English and then tested for descriptiveness or genericness. McCarthy on Trademarks,

§ 11:34, at 11-66 (2003); Enrique Bemat F., S.A. v. Guadalajara, Inc.,, 210 F.3d 439, .

443 (5" Cir. 2000); Frehling Enters., Inc. v, Int’! Select Group, Inc., 192 F.3d 1330,
1336 n.3 (11" Cir. 1999); Otokoyama Co., Ltd. v. Wine of Japan Import, Inc., 175

F.3d 266, 270-72 (2d Cir. 1999). “The act of translation, of course, can itself be an

imprecise task, as foreign words sometimes have no exact equivalent in English;

therefore, courts may rely on the ‘primary and common translation’ in determining
English equivalency.” Enrique Bemnat F., S.A., 210 F.3d at 443."7

China Healthways argues that it is the owner of the following marks: CHI,
CHI MACHINE, CHAOS, QI GONG MACHINE, QI GONG MASSAGER, QI
GONG MASSAGER INFRASONIC, QGM, INFRASONIC, INFRATONIC.

China Healthways has submitted its California state trademark registration for
the trademark CHI (with design) which is described as CHI-“I” has a pattern between
the dot and the body that looks like a person with arms extended up and bold “San
Serif” letters. I Lee Decl., Exh. 7, 111.

1 The Court respectfully disagrees with Judge Hupp’s conclusion in the
August 5, 2002 Minute Order that foreign words used in an English-speaking
market are arbitrary or fanciful because English speakers are not aware of their
meaning. See August §, 2002 Minute Order, at 5. Under the doctrine of foreign
equivalents, a foreign word is not considered arbitrary or fanciful but should be
translated into English to determine whether it is generic or descriptive.
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1.  China Healthways' Claims Against East Health for
Trademark Infringement and Unfair Competition Under
the Lanham Act

SJLAMNMNED

China Healthways argues that it is entitled to summary judgment on its
trademark infringement and unfair competition claims against East Health for East
Health’s use of the following marks: CHI, CHI MACHINE, CHAOS, QI GONG
MACHINE, QI GONG MASSAGER, QI GONG MASSAGER INFRASONIC, and
QGM. FEast Health argues that it is entitled to summary judgment on China
Healthways claims because China Healthways has not demonstrated that East Health
has infringed China Healthways’ trademarks or engaged in unfair competition under
the Lanham Act.

a. East Health’s Use of the Marks

China Healthways has submitted the declaration of Lee which states Lee, in
early 2002, had an East Health SY-888 Qi Gong Massager ordered through an East
Health distributor, Buy a Mag Co. ILee Decl., §36."® China Healthways has also
submitted copies of the materials he received from the purchase and a photograph of
the purchased product. ]d., Exh. 28. The photograph of the purchased product shows
that the product has the following terms on its faceplate: QI GONG MASSAGER,
INFRASONIC, and CHAOS. ]d. at 242.” During oral argument, East Health

1+ East Health objects to this paragraph because Lee does not say who
ordered the machine or how it was paid for. These objections are overruled.

» China Healthways has also submitted the declaration of Robert Cole who
declares that he called Wang at East Health to purchase one of East Health’s
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represented, and China Healthways did not dispute, that Buy a Mag Co. added the |
word “CHAOS” to the front of the massager. Since China Healthways has not l_

>

submitted other evidence that East Health used the mark “CHAOS” in reference to F.

i

[

[t
its own massagers, the Court finds that there is no genuine issue of material fact that

| East Health did not use China Healthways’ Chaos mark. Therefore, the Court grants

massagers. I Rimer Decl., Exh. 3, § 2. Cole declares that he asked Wang about
CHAOS. Id,, § 3. Cole also declares that Wang told him that CHAOS was a term
for the random frequency produced by the machine. Id. China Healthways has
also submitted a transcription of this conversation and a micro-cassette with the
conversation on it. I Rimer Reply Decl., Exhs. 2 & 4. Wang declares that he
never made these statements to Cole. I Wang Decl., § 21. China Healthways has
filed evidentiary objections to this paragraph because it is irrelevant, immaterial,
vague and ambiguous, speculation, hearsay, and perjury. I Objs. to Wang Decl., at
20. The Court notes that China Healthways has used this laundry list of objections
for almost every paragraph of Wang’s declaration and finds this use of objections
oppressive. These objections are overruled.

The Court finds this evidence irrelevant to its analysis because Wang’s
reference to CHAOS on the telephone is not a use in commerce of the word in
relation to the sale of goods. See 15 U.S.C. § 1127. Section 1127 defines “use in
commerce” in relation to the sale of goods when an allegedly infringing mark “is
placed in any manner on the goods or their containers or the displays associated
therewith or on the tags or labels affixed thereto, or if the nature of the goods
makes such placement impracticable, then on documents associated with the goods
or their sale . ..” 15 U.S.C. § 1127(a). Also, the Court finds that there is a
genuine issue of fact as to whether Wang made these statements based on his
declaration. East Health has also filed evidentiary objections to the Rimer Reply
Declaration and the transcript and micro-cassette based on lack of foundation,
hearsay, improper authentication, etc. See I East Health Objs. The Court need not
rule on these objections since it does not rely on this evidence.

For the reasons stated above, the Court also does not rely on the-declaration
{ of Phil Safier submitted to support the same allegation. I Rimer Decl., Exh. 6; see
also I Wang Decl., § 21.
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East Health’s motion for summary judgment on trademark infringement and unfair
competition under the Lanham Act for the use of the mark CHAOS.

Included in the materials received from the purchase of the massager is a letter |
from a customer which describes the massager as a QI GONG MACHINE. Id. at 256.
The materials include the use of the term QI GONG INFRASONIC MASSAGER. Id.
at 246. China Healthways has also submitted an advertisement from East Health that
uses the term “QI GONG MASSAGER INFRASONIC.” Rimer Decl., Exh. 31, at
1008. .

China Healthways argues that East Health has used the terms CHI and CHI
MACHINE in referring to its own products. It has submitted the declaration of
Robert Cole to support this assertion. See I Rimer Decl., Exh. 3, 23. However, that
evidence is based on a telephone conversation between Cole and Wang which does
not satisfy the “use in commerce” requirement under 15 U.S.C. § 1127(a).
Furthermore, Cole does not actually state in his declaration that Wang said the words
“CHI MACHINE.” Id. China Healthways has also submitted the declaration of Phil
Safier who states that in approximately April 1999 Wang provided him with a
photograph of the massager offered for sale by East Health as well as a question and
answer sheet. I Rimer Decl., Exh. 6, § 3. The question and answer sheet, which is
attached to the declaration, states that “[t]he infrasonic frequencies generated by the
Qi Gong Massager . . . have been known in China to increase Qi or Chi, the body
energy.” I Rimer Decl., Exh. 6, at 11. China Healthways has also submitted two
trademark applications filed by Wang in July and August 2002 for use of the
trademarks Chi Plus and Chi Pro, respectively, in connection with the sale of massage
apparatus. I Rimer Decl., Exhs. 9 & 12.
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China Healthways has not submitted any evidence that East Health has used
the term CHI MACHINE in connection with its sale, distribution, or advertisement

of its massagers. Therefore, China Healthways has not demonstrated that itis entitled

to summary judgment for trademark infringement for this term. Since East Health has
not used the term CHI MACHINE in connection with its massagers, East Health is
entitled to summary judgment on China Healthways’ claim against it for the use of
the term CHI MACHINE. Therefore, the Court grants East Health summary

judgment on this claim.

China Healthways also has not submitted any evidence that East Health has
used the term QGM in connection with its sale, distribution, or advertisement of its
massagers. Therefore, China Healthways has not demonstrated that it is entitled to
summary judgment for trademark infringement of this term. Since East Health has
not used the term QGM in connection with its massagers, East Health is entitled to
summary judgment on China Healthways’ claim against it for the use of the term
QGM. Therefore, the Court grants East Health summary judgment on this claim.

Based on the foregoing, the Court will limit its discussion to East Health’s
alleged infringing use of the following terms: CHI, QI GONG MACHINE, QI
GONG MASSAGER, and QI GONG MASSAGER INFRASONIC.%

20 There are some references to East Health’s use of the mark SI WANG
MACHINE in China Healthways’ papers. However, on pages 7-8 of China
Healthways’ motion, China Healthways states that it is only seeking summary
judgment on the marks CHI, CHI machine, CHAOS, QI GONG MACHINE, QI
GONG MASSAGER, QI GONG MASSAGER INFRASONIC, and QGM. See I
Opp., at 7-8. Therefore, the Court does not address this mark. Furthermore, the
Court notes that China Healthways argues that the ST WANG mark is confusingly
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i.  Does China Healthways Have a Valid Trademark?

The first point of inquiry is whether China Healthways has a valid trademark
for the mark “CHL” China Healthways states that it began using the trademark
“CHI” for the company’s newsletters in the field of human vitality, and for its
therapeutic massagers in 1993. I Lee Decl., § 7, Exh. 6. However, most of the
newsletters submitted by China Healthways are not dated; the first dated newsletter
that uses the term CHI to refer to China Healthways is dated “Summer 2000.” Id. at
79, 81. The newsletters either use the term CHI alone or in conjunction with the word
INSTITUTE, to refer to the abbreviation of the company name, China Healthways
Institute, and it is always capitalized. Id,*' China Healthways has also submitted a
photograph of the front panel of its current therapeutic massager which has the mark
“CHI” on its front panel. I Lee Decl., § 7, Exh. 5.2 China Healthways has also

similar to the CHI GONG MACHINE mark, which the Court finds China
Healthways has abandoned.

21 The Court notes that the newsletters also use the trademark CHI (with
design) for which China Healthways owns a California state trademark. However,
| China Healthways is not alleging that East Health infringed its CHI (with design)
trademark.

22 When the newsletters refer to chi in its common meaning, as energy, they
use the term qi, which is pronounced the same and has the same definition. See
Oxford English Dictionary, April 19, 2004, available at www .dictionary.oed.com.
However, China Healthways does not argue that it has a trademark in the term
“qi,” therefore, the Court limits its discussion to the mark CHI as written in these
newsletters.
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submitted a printout from Lexis that shows that on March 26, 2001, China
Healthways filed for a fictitious business name statement with the County of Orange,
California, for the name CHI INSTITUTE INC. II Rimer Decl., § 5, Exh. 4, at 26.
Therefore, the Court finds that China Healthways’ first use of the term CHI occurred
in 2000 or 2001. The Court finds that China Healthways has demonstrated that it
used the mark “CHI” to refer to its company name as a trademark beginning in 2000
or 2001.

ii.  Did East Health Use China Healthways’ CHI Mark
in Manner Likely to Cause Confusion?

China Healthways has provided evidence that East Health, in its question and
answer sheet to one of its distributors, described its massager as being known in

China to increase Qi or Chi, the body energy. I Rimer Decl., Exh. 6, 11.2 Chi or gi

22 China Healthways has also provided evidence that Wang has applied for
trademarks using the word “chi.” However, China Healthways has not provided
and the Court cannot find any precedent that provides that an application for a
trademark satisfies the “use in commerce” requirement of § 1114(a). Furthermore,
15 U.S.C. § 1127 defines “use in commerce” as:

(1) on goods when--
(A) it is placed in any manner on the goods or their containers or
the displays associated therewith or on the tags or labels affixed
thereto, or if the nature of the goods makes such placement
impracticable, then on documents associated with the goods or their
sale, and
(B) the goods are sold or transported in commerce, and
(2) on services when it is used or displayed in the sale or advertising of
services and the services are rendered in commerce, or the services are rendered in
more than one State or in the United States and a foreign country and the person
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is defined as “[t]he physical life-force postulated by certain Chinese philosophers; the
material principle.” Oxford English Dictionary, April 19, 2004, available at

www.dictionary.oed.com.*

In comparing China Healthways’ mark CHI and East Health’s use of the term
chi, the Court finds that the most important factor is the similarity of the marks. “In
analyzing this factor, ‘the marks must be considered in their entirety and as they
appear in the marketplace.” Brookfield Communications, Inc,, 174 F.3d at 1054.
Therefore, the Court must determine whether East Health’s reference to its massager
as increasing chi is similar to China Healthways’ use of CHI to refer to its company.
First, the Court notes that China Healthways always capitalizes its mark CHI. East
Health’s use of chi is not capitalized. Second, the Court notes that China Healthways
is referring to its company name, not its product or the effects of its product. East
Health is referring to an effect of its own massager. The Court also notes that East
Health’s use of the word chi to describe the effects of its massagers does not appear
to be a use of the word as a trademark. Given the disparity between the uses of CHI
and chi, the Court finds that a reasonably prudent customer would not confuse East
Health’s use of the word chi with China Healthways’ mark CHI. Furthermore, the
Court finds that this factor is determinative of the likelihood of confusion between

rendering the services is engaged in commerce in connection with the services.

15U.S.C. § 1127. Since applying for a trademark does not fit within the
categories described above, the Court does not rely on this evidence of trademark
applications in its analysis.

2 Chi is also defined as the 22™ letter in the Greek alphabet. Id. However,
since the parties have not used chi to mean the 22™ letter in the Greek alphabet,
the Court finds this different definition to be irrelevant to its analysis.
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the two marks and that it need not engage in an analysis of the remaining factors. It

is often possible to reach a conclusion regarding likelihood of confusion after i
considering only a subset of the factors. Brookfield Communications, Inc,, 174 F.3d |
at 1054, |

The Court finds that there is no genuine issue of material fact that a customer
that saw East Health’s question and answer sheet which referred to its massager as
increasing chi would be likely to confuse that use of the word chi with China
Healthways’ trademark CHI. Therefore, the Court grants East Health’s motion for
summary judgment against China Healthways for trademark infringement and unfair
competition under the Lanham Act based on East Health’s use of chi.

c. QIGONG MASSAGER

i.  Does China Healthways Have a Valid Trademark in
QI GONG MACHINE?

China Healthways argues that East Health’s use of the mark QI GONG
MASSAGER infringes its QI GONG MACHINE trademark. East Health argues that
China Healthways does not have a valid trademark for QI GONG MACHINE because
it abandoned that trademark when it changed the name of its massager to
INFRATONIC QGM. China Healthways contends that East Health cannot allege
abandonment because East Health did not plead abandonment as an affirmative
defense. However, East Health’s Answer to the First Amended Complaint, which
was deemed an Answer to the Second Amended Complaint by this Court, pleads
abandonment of the trademark QI GONG MACHINE by China Healthways. See East
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‘ ] .

Health’s March 10, 2003 Answer to First Amended Complaint, § 295; March 24,
2003 Minute Order. Therefore, the Court will address East Health’s abandonment

arguments.

Under the Lanham Act, abandonment is a complete defense to trademark
infringement, 15 U.S.C. § 1115(b)(2).” A mark shall be deemed to be “abandoned”:

(1) When its use has been discontinued with intent not to resume such
use. Intent not to resume may be inferred from circumstances. Nonuse
for 3 consecutive years shall be prima facie evidence of abandonment.
“Use” of a mark means the bona fide use of such mark made in the
ordinary course of trade, and not made merely to reserve a right in a

mark. . ..

15 U.S.C. § 1127. In order to prove abandonment, a defendant must show that the
plaintiff actually abandoned the use of the mark, and also, that plaintiff intended to

abandon the mark, Citibank, N.A. v. Citibanc Group, Inc,, 724 F.2d 1540, 1545 (11*

Cir. 1984). Once it is found that a plaintiff has abandoned the trademark, another
party is free to seize that trademark or begin using another trademark that may have
infringed on the abandoned trademark.

East Health argues that China Healthways abandoned its Q1 GONG MACHINE

33 15U.S.C. § 1115(b)(2) states: “Such conclusive evidence of the right to
use the registered mark shall be subject to proof of infringement as defined in
section 32 [15 USCS § 1114], and shall be subject to the following defenses or
defects . . . (2) That the mark has been abandoned by the registrant . . .”
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trademark in 1990 or 1991 when it changed the name of its massager to
INFRATONIC QGM. China Healthways argues that it was selling its QI GONG
MACHINE massagers through December 1, 1992. China Healthways has submitted
its database of sales records which demonstrates that China Healthwayé was selling
its QI GONG MACHINE through December 1, 1992, II Rimer Decl., § 7, Exh. 6.
Therefore, the Court finds that there is no genuine issue of material fact that China
Healthways was using the trademark QI GONG MACHINE through December 1,
1992,

East Health argues that after 1992 China Healthways abandoned its QI GONG
MACHINE mark because it stopped using the bona fide use of such mark in the
ordinary course of trade. China Healthways argues that it used the QI GONG
MACHINE mark between mid-1994 and mid-1995 in an article. II Lee Decl., § 2,
Exh. 1. However, the only time the term Q1 GONG MACHINE occurs in that article
is in a reference to a letter by a satisfied customer of the INFRATONIC QGM
therapeutic massager republished by China Healthways. Id. at 10. That single use
is not sufficient to demonstrate that China Healthways was using the mark to describe

its own product in connection with its sale.%

China Healthways also argues that it maintains the mark QI GONGMACHINE
as the proprietary name of its product with the FDA. 1 Rimer Decl., Exh. 32, at 1144,
1145; Exh. 43, at 1463. Again, maintaining the proprietary name of a product with

3¢ China Healthways has also submitted a draft settlement agreement
prepared by Wang’s attorney which states that East Health is the owner of the
mark QI GONG MACHINE to support its argument that East Health knew that
China Healthways intended to continue using the mark. See II Wang Decl., Exh.
I, at 1. The Court finds this argument without merit.
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the FDA does not fall within the definition of use in the ordinary course of trade. ‘
Therefore, this evidence is not persuasive. China Healthways also submitted a China '
Healthways newsletter that is not dated; the declaration authenticating the newsletter (
also does not state the date of the newsletter. See Rimer Decl., § 33, Exh. 32, at(
1183-89. The newsletter refers to the Q1 GONG MACHINE several times; however,
since the newsletter is not dated, it is unclear when it was published. China
Healthways and East Health agree that East Health began using the mark QI GONG
MASSAGER in 1996. China Healthways has submitted invoices from East Health
for the sale of its QI GONG MASSAGER beginning in October 1996. 1 Rimer Decl.,
9 26, Exh. 26, at 445. Therefore, East Health has demonstrated that China
Healthways stopped using its QI GONG MACHINE trademark in 1992 and East

Health began using its QI GONG MASSAGER trademark in 1996.

China Healthways argues that its use of the acronym QGM constitutes a
continuation of the mark QI GONG MACHINE. However, this kind of tacking is

only available if the two marks are so similar that consumers would generally regard

them as essentially the same. Brookfield Communications, Inc., 174 F.3d at 1048.
The Federal Circuit, for example, held that “CLOTHES THAT WORK. FOR THE

WORK YOU DO” could not be tacked onto “CLOTHES THAT WORK.” Id, (citing

Van Dyne-Crotty, Inc. v. Wear-Guard Corp,, 926 F.2d 1156, 1160 (Fed. Cir. 1991).
The Sixth Circuit held that “DCI” and “dci” were too dissimilar to allow tacking. Id.

(citing Data Concepts, Inc. v. Digital Consulting, Inc,, 150 F.3d 620, 623 (6 Cir.
1998)). Based on this precedent, the Court finds that China Healthways cannot tack

its use of QGM onto its earlier use of QI GONG MACHINE,

The only other evidence that China Healthways has submitted to demonstrate
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“ infringement and unfair competition under the Lanham Act for the use of the mark

that it did not intend to abandon its Q1 GONG MACHINE trademark in 1992 is the
manual for a different device, the Equisonic QGM, which also uses the QI GONG |
MACHINE trademark. I Rimer Decl., Exh. 3 at 29. However, as China Healthways .
admits in its brief, this use did not begin until 1998, after East Health began using the
mark in 1996. See II Opp., at 21.

.!'1?1{'_;_;

e

Since East Health has demonstrated that China Healthways did not use its QI
GONG MACHINE trademark from 1992 to 1996 and that East Health began using
the substantially similar trademark QI GONG MASSAGER in 1996, the Court finds
that there is no genuine issue of material fact that China Healthways abandoned its
QI GONG MACHINE trademark in 1992 and therefore, that East Health was entitled
to begin using the substantially similar trademark QI GONG MASSAGER in 1996.
Therefore, the Court grants East Health’s motion for summary judgment on trademark

QI GONG MASSAGER.
d. QI GONG INFRASONIC MASSAGER
1, Does China Healthways Have a Valid Trademark?

China Healthways argues that it is entitled to summary judgment on its
trademark infringement claim against East Health for East Health’s use of the mark
QI GONG INFRASONIC MASSAGER. The Court has already determined that
China Healthways abandoned its mark QIGONG MACHINE in 1992. Therefore, the
only other trademarks asserted by China Healthways that could be confused with East
Health’s use of QI GONG INFRASONIC MASSAGER is INFRASONIC and
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INFRATONIC QGM. Therefore, the Court must first determine whether China
Healthways has a valid mark for INFRASONIC and INFRATONIC QGM. China
Healthways has submitted an advertisement for its INFRATONIC QGM massager.
I Lee Decl,, § 5, Exh. 4, at 49. China Healthways has not identified any exhibits
where it uses the mark INFRASONIC as a trademark. Two of the newsletters
describe the INFRATONIC QGM as an “Infrasonic pain management system” and
describe the massager as emulating the “mfrasomc massage action measured from the
hands of Chinese healers.” 1Lee Decl., § 8, Exh. 6, at 52, 58. However, neither one
of these uses constitutes a use of the term as a trademark. Without any other evidence
of China Healthways’ use of INFRASONIC as a trademark, the Court finds that there
is no genuine issue of material fact that China Healthways does not have a trademark
for the term INFRASONIC.

ii.  Did East Health Use China Healthways' Mark in a
Manner Likely to Cause Confusion?

The Court must determine whether East Health’s use of the mark QI GONG
INFRASONIC MASSAGER infringes China Healthways’ mark INFRATONIC
QGM. East Health argues that the word infrasonic is generic because it describes the
effects of the massager. Infrasonic is defined in the dictionary as “producing or using
waves with frequencies below that of audible sound.” Webster’s New Riverside
University Dictionary 628 (1988 ed.). While the word infrasonic standing alone may
be generic or descriptive, the Court must look at the trademark as a whole and as it

used in the marketplace. Brookfield Communications, Inc., 174 F.3d at 1054.

Therefore, even if infrasonic is a generic or descriptive word, the Court must look at

the mark as a whole to determine its strength. See Committee for Idaho’s High
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Desert, Inc. v. Yost, 92 F.3d 814, 821 (9® Cir. 1996). The Court finds that China

It
Healthways’ INFRATONIC QGM mark is suggestive or arbitrary, not generic or .
descriptive because the mark does not immediately bring to mind the product. The ]
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Court also finds that the marks, while similar, are not so similar that a consumer
would assume that the products are sold by the same company. The Court has already
found that the marketing channels are the same and that customers are likely to use

a certain degree of care in purchasing these massagers because of the high price.

The Court finds that there is a genuine issue of material fact that East Health’s
use of the mark QI GONG INFRASONIC MASSAGER is confusiigly similar to
China Healthways® trademark. Therefore, the Court denies China Healthways’ and
East Health’s motions for summary judgment for trademark infringement and unfair
competition under the Lanham Act based on East Health’s use of the mark QI GONG
INFRASONIC MASSAGER.

2. China Healthways' Claims Against Stoltz for Trademark
Infringement and Unfair Competition Under the Lanham Act

China Healthways argues that it is entitled to summary judgment on its
trademark infringement and unfair competition claims against Stoltz for Stoltz’s use
of the following marks: CHI ANIMAL THERAPEUTICS, CHI, CHI (with design),
CHAOS THERAPY (with design), INFRATONIC QGM, EQUISONIC QGM, QI-
GONG MACHINE, and QGM.
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a. Stoltz’s Use of the Marks

Since Stoltz had permission from China Healthways to use its trademarks until
October 2001, any allegedly infringing use must have occurred after that date. China
Healthways has submitted the instructional and promotional materials that they
received from Stoltz when they ordered Chi Animal’s Alphasonic SY-888 unit in
2002. UI Lee Decl,, § 27, Exh. 17. The promotional materials include the Chi
Animal Therapeutics trademark. Id, at 91. The materials also include a description
of the development of these massagers that mention the Equisonic QGM. Id, at 93.
The last paragraph of this description states:

By spring of 2001, this technology had been proven both in China and
the U.S. and it was time to focus on developing a massager that would
hold up to the demands of the rugged outdoors and heavy use situations.
In October 2001, an agreement was reached between the exclusive
importer for the OEM (original equipment manufacturer) and Chi
Animal Therapeutics, Inc. granting exclusive distribution rights to the
animal industry and license to manufacture a ruggedized unit with
additional features. These milestones resulted in the development of the
Alphasonic and Alphasonic Professional Series.

Id. at 94. The materials also include an article entitled “Using ‘Sound’ Medical
Treatment.” Id, at 109. The article refers to the China Healthways Equisonic QGM
and tests done on the massager. Id. at 112. The article also refers to the human
counterpart, the Chi machine. Id,
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China Healthways has also submitted the declaration of Gina Thatcher whoL

declares that she spoke with Stoltz and purchased an Equisonic Unit from Stoltz in L

September 2001. TII Rimer Decl., Exh. 28, at 230, §4. She also declares that on ]
January 30, 2002, Thatcher again spoke with Stoltz about the possibility of
purchasing an upgraded Equisonic Unit. Id, at§ 5. She declares that Stoltz told her
that an upgraded model, known as the Alphasonic Massager, was available. Id. at §
5. On February 21, 2002, Thatcher received promotional materials regarding the
Alphasonic massager from Stoltz. ]d. at 16. The promotional materials are attached
to the declaration and include an article entitled “Pinpointing High-Tech Therapy
Choices.” 1d. at 254. The article refers to studies conducted on a Chi machine. [d.
at255. The materials also include an article entitled “Small Animal Update-Spring
2001.” Id. at 257. The article includes a description of the Equisonic QGM and the
QGM (Qi-Gong Machine). Id. at 257.

China Healthways has also provided the declaration of Christoph Moisa which
states that he purchased an Equisonic QGM from Stoltz. III Rimer Decl., Exh. 29, at
270, Y 6. However, the invoice attached to the purchase has a date of September 17,
2001. Id. at 281. Since Stoltz was still selling the Equisonic QGM for China
Healthways in September 2001, the Court finds this evidence is not relevant to its

analysis of the claims of trademark infringement and unfair competition.

China Healthways has demonstrated that Stoltz, in marketing her Alphasonic
massager, used promotional materials that included references to the following marks;
CHI, EQUISONIC QGM, QI-GONG MACHINE, QGM, and CHI ANIMAL
THERAPEUTICS. The Court has not found any evidence that Stoltz has used CHI
(with design), CHAOS THERAPY (with design), or INFRATONIC QGM. Since the
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Court has already determined that China Healthways abandoned its mark QI-GONG
MACHINE, the Court finds that there is no genuine issue of material fact that Stoltz’s |
use of QI-GONG MACHINE in 2002 does not constitute trademark infringement or |
unfair competition under the Lanham Act against China Healthways. “Itis generally
recognized that a court has the power sua sponte to grant summary judgment to a non-
movant when there has been a motion but no cross-motion if the court concludes that
the non-moving party is entitled to judgment. Kassbaum v. SteppenwolfProductions,
Inc., 236 F.3d 487, 494 (9* Cir. 2000). Therefore, the Court sua sponte grants Stoltz
summary judgment for China Healthways’ claims of trademark infringement and
unfair competition under the Lanham Act for Stoltz’s use of the mark QI-GONG
MACHINE.

3'-.‘::\31'“._;.

b.  CHI, EQUISONIC QGM, and QGM

The Court has already determined that China Healthways has a valid trademark
for CHI. Stoltz does not argue that China Healthways does not own a valid trademark
for EQUISONIC QGM and QGM. Therefore, the relevant inquiry is whether Stoltz’s
use of promotional materials that refer to these marks is likely to cause confusion
regarding the source of the products. Stoltz argues that she sent these materials to
Thatcher and others because she wanted to provide them information pertaining to
sound wave therapy. IIT Gen. Issues, at 24, 149. In reviewing the promotional
materials, the Court finds that it is unclear whether the references to China
Healthways’ trademarks in the promotional materials is likely to cause confusion
regarding the source of the Alphasonic massager. For example, the materials in
Exhibit 17 to the III Lee Declaration include a description of the development of
these massagers that refers to the EQUISONIC QGM. However, the description goes
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on to talk about the Alphasonic as separate from the original EQUISONIC QGM.
Therefore, there is a genuine issue of material fact that a consumer would be confused
about the source of the Alphasonic and assume it was the same as the source for the
Equisonic QGM.

Based on the foregoing, the Court denies China Healthways’ motion for
summary judgment against Stoltz for trademark infringement and unfair competition
under the Lanham Act for the terms CHI, CHI (with design), CHAOS THERAPY
(with design), INFRATONIC QGM, EQUISONIC QGM, QI-GONG MACHINE, and

QGM.
c. CHI ANIMAL THERAPEUTICS

The relevant inquiry is whether Stoltz’s company name, CHI ANIMAL
THERAPEUTICS, is confusingly similar to China Healthways’ mark CHI for its own
business name. The Court finds that the most important factor in determining
likelihood of confusion is the similarity of the marks. Stoltz’s mark CHI ANIMAL
THERAPEUTICS is somewhat similar to China Healthways’ mark CHI. However,
the Court finds that there is enough of a difference between the two marks to raise a
genuine issue of material fact that customers would be confused. Another important
factor is actual confusion. China Healthways has submitted the declaration of Dudley
Wilkinson who declares that he was confused by the fact that CHI ANIMAL
THERAPEUTICS also had the word “CHI” in its name and that he associated CHI
ANIMAL THERAPEUTICS with China Healthways. III Rimer Decl., Exh. 30, at
290, § 13. The Court has already determined that CHI is a suggestive or arbitrary
mark that is not descriptive or generic. Given the dissimilarity of the marks, the
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Court finds that there is a genuine issue of material fact that Stoltz’s business name
CHI ANIMAL THERAPEUTICS is likely to cause confusion with China '
Healthways’ mark CHI. |

Therefore, the Court denies China Healthways’ motion for summary judgment

for trademark infringement and unfair competition under the Lanham Act for the term
CHI ANIMAL THERAPEUTICS.

3.  China Healthways' Claims Against Fu for Trademark
Infringement and Unfair Competition Under the Lanham Act

China Healthways argues that it is entitled to summary judgment on its
trademark infringement and unfair competition under the Lanham Act claims against
Fu for Fu’s use of the following marks: CHI, CHAOS THERAPY, and
INFRATONIC QGM.?

*” China Healthways argues that Fu sold two massagers that she allegedly
stole from. China Healthways. The Court finds that this argument is not supported
by reliable evidence presented by China Healthways. China Healthways’
President, Lee, declares that he noticed that the serial numbers on the massagers
that Fu sold to Anne Flanagan and Rebecca Nevarez matched the serial numbers
of massagers that were stolen from his warehouse. IV Lee Reply Decl., 118,19
& 20. Lee has also submitted photocopies of index cards on which he catalogues
sales and from which the numbers of the massagers sold to Nevarez and Flanagan
are missing. Id., 7 18, Exh. 1. China Healthways has not submitted a police report
or any corroborating evidence that these massagers were stolen. The Court finds
that this evidence is not sufficient to support the argument that Fu stole these
massagers from China Healthways. Therefore, the Court finds this argument
irrelevant to its analysis.
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a. Fu’s Use of the Marks

China Healthways has submitted a copy of an advertisement on Fu’s website,
www.fuhealth.com, as it existed on March 6, 2003. IV Rimer Decl.,§ 2, Exh. 2. The
advertisement includes a picture of the massager for sale, however, the image of the
L massager is blurry and the trademarks are illegible. Id. The website clearly

advertises a Sonic Qi Machine. Id.

Lee declares that in November 2002, he had a Sonic Qi Machine ordered from
Fu’s website, www.fuhealth.com. IV Lee Decl., § 10.# China Healthways has
submitted a photograph of the purchased massager received pursuant to the order and
the color brochure that was enclosed. Id,, Exh. 4. The color brochure includes a
picture of the massager, however, the image of the massager is blurry and none of the
trademarks are legible. Id. However, the color brochure clearly advertises a Sonic
Qi Machine, [d. The photograph of the purchased massager received clearly has
I China Healthways’ CHI (with design) and INFRATONIC QGM trademarks on its
faceplate. Id. Therefore, China Healthways has demonstrated that Fu used its
INFRATONIC QGM and CHI (with design) trademarks.”

** Fu objects to this paragraph because Fu does not identify who ordered
the machine and whether the order took place by telephone, over the Internet, or in
person. That objection is overruled.

#* China Healthways has also submitted the declaration of Anne Flanagan
and Rebecca Navarez and a Rimer Reply Declaration. However, China
Healthways submitted those declarations with its Reply and not with its original
Motion. Fu objects to these declarations because she has not had a chance to
respond to them. The Court finds that it cannot rely on these declarations because
Fu has not had an opportunity to respond to them,
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Therefore, the Court finds Fu used China Healthways’ INFRATONIC QGM ;
mark and CHI (with design) marks. China Healthways has only asserted a claim for
its INFRATONIC QGM mark, not its CHI (with design) mark. Therefore, the Court 5 f
will address Fu’s use of the INFRATONIC QGM mark.

ey

T,

-

b.  Did Fu Use China Healthways’ Mark in a Manner Likely

to Cause Confusion?

“The test for likelihood of confusion is whether a ‘reasonably prudent
consumer’ in the marketplace is likely to be confused as to the origin of the good or

service bearing one of the marks.” Dreamwerks . Group v tudio, 142
H F.3d 1127, 1129 (9" Cir. 1998). Direct usage of a mark by unauthorized users can
lead to the public’s belief that the mark’s owner sponsors or otherwise approves of

the use of the trademark. See Perfect 10 v tV 213 F. Supp. 2d 1146,
’ 1188 (C. D. Cal. 2002) (citing Dallas Cowboys Cheerleaders, Inc. v, Pussycat

Cinema, L.td., 604 F.2d 200, 204 (2d Cir. 1979)). Fu declares that the individual who

purchased the massager in question was told prior to purchase that the machine was

an old machine purchased from the Chinese Company, Sheng An Electronics,
Beijing, in 1995. IV Fu Decl., § 10. However, Fu has not laid a foundation for thi

statement.

The issue, therefore, is whether an individual who visited Fu’s website and saw
that a Sonic Qi massager was being advertised would be confused by the fact that
they actually received a China Healthways INFRATONIC QGM massager with a
color brochure for a Sonic Qi massager. Itis possible that a purchaser would believe
that China Healthways had authorized Fu to use China Healthways’ trademarks in
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such amanner. Thus, the Court finds that there is a genuine issue of material fact that
areasonably prudent consumer would believe that China Healthways authorized this

use of its trademark.

The Court denies China Healthways’ motion for summary judgment on its
trademark infringement and unfair competition under the Lanham Act claims against
Fu for use of the mark INFRATONIC QGM.

4. China Healthways Claims Against Lal for Trademark
Infringement and Unfair Competition Under the Lanham Act

China Healthways argues that it is entitled to summary judgment on its
trademark infringement and unfair competition claims against Lal for Lal’s use of the
following marks on his website: CHI, CHAOS THERAPY, and INFRATONIC
QGM.

China Healthways has submitted a printout of Lal’s website which includes the
IQG image. V Rimer Decl., {3, Exh. 2 However, none of the trademarks appear on
the image because it is blurry. 1d, While the Court recognizes that the image is the
IQG image and may contain the trademarks alleged, it cannot rely on this evidence
because it is unclear from the website print-out whether Lal’s customers could see the
trademarks when they accessed his website. Therefore, there is no evidence before
the Court that demonstrates that Lal used those trademarks in connection with the sale
of East Health’s ST WANG massagers.

Based on the foregoing, China Healthways motion for summary judgment on
its trademark infringement and unfair competition under the Lanham Act against Lal
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is denied.
C. ifornia Trademar

China Healthways does not address its trademark dilution claims against the
Defendants in its motions. The elements of a federal trademark dilution claim are
distinct from the elements of trademark infringement and false advertising claims.
See Mattel, Inc. v. MCA Records, 296 F.3d 894, 903 (9" Cir. 2002); Thane Int’l, Inc.
v. Trek Bicycle Corp.,, 305 F.3d 894, 904 (9* Cir. 2002).3° East Health seeks
summary judgment on China Healthways’ trademark dilution claims. Since China
Healthways has failed to address these claims in its opposition to East Health’s
motion, the Court grants East Health summary judgment on China Healthways’

trademark dilution claims.*'
D.  False Advertising

The elements of a Lanham Act false advertising claim are: (1) a false statement
of fact by the defendant in a commercial advertisement about its own or another’s

product; (2) the statement actually deceived or has the tendency to deceive a

* California’s state trademark dilution statute are substantially similar to

the federal trademark dilution statute. Avery Dennison Corp. v. Sumpton, 189

F.3d 868, 874 (9™ Cir. 1999).

** The Court notes that while evidence of trademark dilution may be present
somewhere in the papers submitted by China Healthways, “judges are not like
pigs, hunting for truffles buried in briefs.” Independent Towers WA v,

Washington, 350 F.3d 925, 929 (9* Cir. 2003) (citing United States v, Dunkel,
927 F.2d 955, 956 (7* Cir. 1991)).
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substantial segment of its audience; (3) the deception is material, in that it is likely
to influence the purchasing decision; (4) the defendant caused its false statement to
enter interstate commerce; and (5) the plaintiff has been or is likely to be injured as
a result of the false statement, either by direct diversion of sales from itself to
defendant or by a lessening of the goodwill associated with its products. Southland
Sod Farms v. Stover Seed Co., 108 F.3d 1134, 1139 (9" Cir. 1997). “To demonstrate
falsity within the meaning of the Lanham Act, a plaintiff may show that the statement
was literally false, either or on its face or by necessary implication, or that the

statement was literally true but likely to mislead or confuse consumers. Id.

The Ninth Circuit has held that statements satisfy the “in a commercial
advertisement” element of a false advertising claim if they are: (1) commercial
speech; (2) by a defendant who is in commercial competition with plaintiff; (3) for
the purpose of influencing consumers to buy defendant's goods or services. While the
representations need not be made in a “classic advertising campaign,” but may consist
instead of more informal types of “promotion,” the representations (4) must be
disseminated sufficiently to the relevant purchasing public to constitute “advertising”
or “promotion” within that industry. Coastal Abstract Serv., Inc. v, First Am, Title
Ins. Co,, 173 F.3d 725, 735 (9" Cir. 1999). “Where the potential purchasers in the
market are relatively limited in number, even a single promotional presentation to an

individual purchaser may be enough to trigger the protections of the Act.” Id.

1. China Healthways’' Claim Against East Health for False
Advertising

Both China Healthways and East Health assert that each is entitled to summary
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judgment on China Healthways’ claim of false advertising against East Health.

China Healthways has submitted the declaration of Phil Safier who declares ;

that Wang told him that East Health’s massagers were “pretty much the same
product” and that “for all intents and purposes, the East Health and CHI Institute
massagers accomplished the same function and would perform the same way in
practice.” I Rimer Decl., § 7, Exh. 6, at§ 6. Robert Cole also declares that Wang told
him that the reason that China Healthways’ massagers cost more was that China
Healthways was an “American company and they figured that they could charge
much more money for the machine.” 1 Rimer Decl., Exh. 3, 9 4. Wang declares that
he did not make such statements. 1 Wang Decl., §]21.22 The Court finds that there
is no genuine issue of material fact that Wang’s statements do not satisfy the in a
“commercial advertisement” element of a false advertising claim because there is no
genuine issue that these statements were disseminated sufficiently to the relevant

purchasing public to constitute “advertising” or “promotion” within that industry.

China Healthways has also submitted an advertisement for East Health’s
massagers that states, “Have this valuable machine with all latest features at an
affordable price, because we want that everybody can benefit from it.” I Lee Decl,,
1 36, Exh. 28, at 253. China Healthways argues that since China Healthways’

* China Healthways has filed evidentiary objections to this paragraph.
These objections are overruled.

China Healthways also relies on the Cole Declaration and the micro-cassette
and transcript of the conversation it submitted. However, Cole has not
authenticated the transcript or the micro-cassette. Therefore, East Health’s
objections to this evidence are sustained.
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massagers are more advanced than East Health’s massagers, this statement is false
and has a tendency to deceive consumers into believing that East Health is selling
China Healthways’ massagers. The statements do not, however, refer to China
Healthways and do not identify the “latest features” advertised. The Court finds that

there is no genuine issue of material fact showing that this statement is false or has

a tendency to deceive a substantial segment of consumers.

Therefore, the Court grants East Health’s motion for summary judgment on
China Healthways’ claim for false advertising against East Health and denies China

Healthways’ motion.

2. EastHealth's Counterclaim Against China Healthways for False
Advertising

China Healthways asserts that it is entitled to summary judgment in its favor
! on East Health’s false advertising counterclaim against it.

East Health claims that China Healthways has engaged in two different types
of false advertising. First, East Health claims that China Healthways’ advertisements

L disparage East Health’s competing massagers. Second, East Health claims that China

Healthways’ advertisements make false statements regarding the health benefits of

its massagers.

East Health has submitted advertisements published by China Healthways that
refer to the massagers produced by the old factory as substandard, I Wang Decl., § 26,
Exh. W, at 64; as imitations, id, at 80; as out-of-calibration, id. at 67; and as obsolete,
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id. at 69. Itis clear that since East Health is the exclusive distributor for Shen Yun,

these advertisements refer to East Health’s massagers.*

East Health has also submitted advertisements published by China Healthways
that describe China Healthways’ massagers as “The Most Powerful Healing Device
in the World,” id. at 73, and states that they will “reduce pain, relax muscles, relieve
nerve impingement, soften scar tissue, reduce stress, enhance local circulation, reduce
inflammation, improve sleeping, increase energy levels, and accelerate recovery.” Id.
| at 74. The China Healthways website also has user reports that state the massagers
can be used to treat cancer, lymphostatic leukemia, diabetes, hepatitis C, burns,
tumors, cholesterol, hearing, scars, bone fractures, etc. Id, at 77-93.%

East Health has the burden of providing some evidence to demonstrate a
genuine issue of material fact that these advertisements are false or have a tendency
H to deceive consumers. East Health cites to two declarations submitted by Stoltz from
consumers who used East Health’s Alphasonic massager. See IIl Gwartz Decl., {

* China Healthways argues that most of East Health’s claims are time-
barred since the statute of limitations is three years and the advertisements
appeared before 1999. However, almost all of the advertisements in Exhibit W are
from 2002 or 2003, therefore, this argument is without merit. I Wang Decl., Exh.
W.

* As evidence of the veracity of these statement, China Healthways has
provided the declaration of Kimberly Williams, an employee of China
Healthways, who declares that the units from Shen Yun had many technical issues.
See William Decl., § 4. China Healthways has also submitted the declaration of
Elsa Votava, a chiropractor, who declares that her patients who used the East
Health massagers did not derive as much benefit from them as her patients who
used the China Healthways massagers. See Votava Decl., 15.
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3-6; LI Bussan Decl., § 5. These declarations state that East Health’s massagers
work better than China Healthways’ massagers. See id, Therefore, East Health has
submitted evidence that demonstrates that China Healthways’ advertisements which
describe East Health’s massagers as out-of-calibration, imitations, and obsolete are
| false. East Health has also demonstrated that these advertisements were disseminated
on China Healthways’ website to a substantial segment of consumers. Therefore, the
Court finds that there is a genuine issue of material fact that China Healthways

engaged in false advertising.

l Therefore, the Court denies China Healthways’ motion for summary judgment
on East Health’s claim for false advertising,

3. China Healthways’ Claim Against Stoltz for False Advertising

China Healthways asserts that it is entitled to summary judgment against Stoltz
on its false advertising claim. China Healthways argues that Stoltz engaged in false
advertising because she promoted her Alphasonic massager using materials
developed in connection with China Healthways’ Equisonic massager and represented
to customers that her Alphasonic massagerused the same technology as the Equisonic

massager and worked better than the Equisonic massager.

China Healthways has submitted the declarations of Gina Thatcher, Christoph
Moisa, and Dudley Wilkinson. See IIl Rimer Decl., Exhs. 28, 29 & 30. Gina
Thatcher states in her declaration that she contacted Stoltz on January 30, 2002 to

** China Healthways has submitted evidentiary objections to these
declarations. Those objections are OVERRULED.
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discuss purchasing an updated Equisonic massager. Id., Exh. 28, at 230, § 5. Gina
Thatcher declares that Stoltz told her that she was offering an upgraded model, the
Alphasonic Massager, which was much more effective than the Equisonic Unit and
did not take as long to work. Jd. Christoph Moisa states in his declaration that Stoltz
told him that her Alphasonic device had the same basic “insides” as the Equisonic
QGM and that she had changed the frequencies a bit. Id,, Exh. 29, at 271, { 5.
Dudley Wilkinson declares that he attempted to purchase a QGM massager from
Stoltz on October 19, 2001 and that he received an Alphasonic massager from Stoltz.
Id,, Exh. 30, at 290, 97 4, 6, & 12.%

The Court finds that there is a genuine issue of material fact that Stoltz’s
alleged statements to Thatcher, Moisa, and Wilkinson were disseminated sufficiently
to the relevant purchasing public to constitute “advertising” or “promotion” within
that industry,

Therefore, the Court finds that there is a genuine issue of material fact that
Stoltz engaged in false advertising against China Healthways. Based on the
foregoing, the Court denies China Healthways’ motion for summary judgment against
Stoltz based on false advertising.

4. China Healthways’ Claim Against Lal for False Advertising

% Stoltz has also submitted the declarations of her customers who declare
that Stoltz told them that she was no longer associated with China Healthways and
that she never represented that she was selling the Equisonic QGM. See III Jones
Decl., III Bussan Decl., and III Inman Decl. However, this evidence does not
contradict the evidence presented by China Healthways. Therefore, the Court
finds this evidence irrelevant to its analysis.
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China Healthways argues that it is entitled to summary judgment against Lal
for its false advertising claim. The Court has already addressed China Healthways’
trademark and unfair competition claims and found that there is a genuine issue of
material fact that Lal was using China Healthways’ trademarks. The only other
allegation presented by China Healthways is a single statement on Lal’s website that
states, “Why pay over $700 for similar machine?” V Rimer Decl., Exh. 1 at3. China
Healthways argues this statement constitutes false advertising because (1) Lal knew
that China Healthways’ massagers sold for $695, (2) customers who read this
statement would think that the SI WANG PRO was similar to China Healthways’
massagers, and (3) Lal intended to confuse his customers into believing that East
Health’s SI WANG PRO massager was the same as China Healthways’
INFRATONIC QGM massager.

The first element of a false advertising claim is that the statement be false or
have the tendency to deceive a substantial segment of its audience. Lal was selling
a massager purchased from East Health that uses similar technology and is used for
the same purpose as China Healthways’ massager. Even if China Healthways’
massager is more advanced, as it claims, the Court finds that stating that the
massagers are “similar” is not necessarily deceptive. Furthermore, the Court finds
that there is a genuine issue of material fact that customers would associate the $700
amount with China Healthways and think that they were receiving a massager similar
to the INFRATONIC QGM massager.

Therefore, the Court finds that there is a genuine issue of material fact that Lal
engaged in false advertising. The Court denies China Healthways® motion for
summary judgment on its claim of false advertising against Lal.
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5. China Healthways’ Claim Against Fu for False Advertising

China Healthways argues that it is entitled to summary j udgment against Fu for
its false advertising claim on two grounds. First, China Healthways argues Fu
advertised its updated INFRATONIC QGM 4.0 on her website and then provided
customers with an older, out-dated version of the massager. China Healthways has
provided downloads and copies of Fu’s website, however, as the Court discussed
above, the images of the massagers that were offered for sale on Fu’s website are

blurry and none of the trademarks are legible.

Second, China Healthways argues that it is entitled to summary judgment
against Fu for false advertising because she was advertising a newer model of the
massager and selling her customers older models. The issue, therefore, is whether the
images of the newer massagers on Fu’s website induced her customers to buy the
massager and that they would likely not have bought the massager if they knew that
they would be receiving an older model. The crux, therefore, is whether her
customers would rely on those images in their purchases even though the description
of the massager on the website does not mention anything about the type of model
being sold. The Court finds that there is a genuine issue of material fact that the
images on Fu’s website would induce her customers into purchasing the massagers
Fuwas selling. The Court also finds that there is a genuine issue of material fact that
China Healthways was injured or was likely to be injured by the alleged false

statements.

Therefore, the Court finds that there is a genuine issue of material fact that Fu
engaged in false advertising. The Court denies summary judgment on China
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Healthways’ false advertising claim against Fu.

China Healthways is seeking summary judgment on its state unfair competition
claims’ against East Health, Lal, Fu, and Stoltz. East Health is seeking summary

judgment on China Healthways’ state unfair competition claim against it.

The Ninth Circuit has consistently held that state common law claims of unfair
competition and actions pursuant to California Business and Professions Code §

17200 are “substantially congruent” to claims made under the Lanham Act. See

Academy of Motion Picture Arts & Sciences v, Creative House Promotions, Inc., 944
F.2d 1446, 1457 (9th Cir. 1991) (citing Century 21 Rea] Estate Corp, v. Sandlin, 846

F.2d 1175, 1178 (9th Cir. 1988) (holding that under both, the “ultimate test” is
“whether the public is likely to be deceived or confused by the similarity of the

marks”) (internal quotations omitted)).>’

" Under § 17200 of the California Business & Professions Code (the
“UCL”), unfair competition is defined as “any unlawful, unfair, or fraudulent
business act or practice.” Cal. Bus. & Prof. Code § 17200 (2003); Schpall v. Hertz
Corp., 78 Cal. App. 4™ 1144, 1153 (Cal. Ct. App. 2000). “By proscribing ‘any
unlawful” business practice, section 17200 ‘borrows’ violations of other laws and
treats them as unlawful practices that the unfair competition law makes
independently actionable.” Schnall, 78 Cal. App. 4™ at 1153. It is clear from the
statute that it is disjunctive; a practice may be “deemed unfair even if not
specifically proscribed by some other law.” Jd. The UCL “govemns ‘anti-
competitive business practices’ as well as injuries to consumers, and has as a
major purpose ‘the preservation of fair business competition.”” Cel-Tech

Communications, Inc. v. Los Angeles Cellular Tel. Co., 973 P.2d 527,539 (Cal.

1999). The Supreme Court of California has stated, “we must require that any
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The Court must determine whether China Healthways has dcmonstrated'thatt
there is no genuine issue of material fact that each of the Defendants engaged in anyﬁ
unlawful, fraudulent, or unfair act. China Healthways relies on the evidence it hasf
presented for its trademark infringement, federal unfair competition, and federal false ‘
advertising claims to support its state unfair competition claims. The only argument
the Court has not analyzed is whether East Health’s use of an image substantially
similar to the IQLD constitutes state unfair competition even though it does not
constitute copyright infringement. Therefore, the Court will first address this
argument and then address the state unfair competition claims against all of the
Defendants,

1. China Healthways’ Claim Against East Health for State Unfair

Competition

finding of unfairness to competitors under section 17200 be tethered to some
legislatively declared policy or proof of some actual or threatened impact on
compctition.” Id. at 544, The Court adopted the following test: “When a plaintiff
who claims to have suffered injury from a direct competitor’s ‘unfair’ act or
practice invokes section 17200, the word ‘unfair’ in that section means conduct
that threatens an incipient violation of an antitrust law, or violates the policy and
spirit of one of those laws because its effects are comparable to or the same as a
violation of the law, or otherwise significantly threatens or harms competition.”

Id.
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a.  State Unfair Competition Based on East Health’s Use of
the IQLD Image

China Healthways asserts that East Health’s use of an image substantially
similar to the IQLD constitutes state unfair competition. China Healthways argues
that although its copyright is not valid because it never executed a work for hire
agreement with the author, East Health’s use of a similar image constitutes state

unfair competition.

China Healthways has submitted two instances in which East Health has used
a drawing that appears to be similar to China Healthways’ IQLD image. The first is
Wang’s trademark application for the mark QI GONG MASSAGER INNER
POWER. 1 Rimer Decl., § 35, Exh. 34, at 1243 & Exh. 36.. The second is in
promotional materials China Healthways received when it purchased an East Health
massager. I Lee Decl., § 36, Exh, 28, at 250.

Since the Court has already determined that China Healthways does not have
a valid copyright for this image, and China Healthways has not alleged that East
Health’s use of the image is fraudulent, the Court is left to determine whether East
Health’s use of its similar image is unfair. The Supreme Court of California has
stated, “we must require that any finding of unfaimess to competitors under section
17200 be tethered to some legislatively declared policy or proof of some actual or
threatened impact on competition.” Cel-Tech Communications, Inc., 973 P.2d at 544.
The Court adopted the following test: “When a plaintiff who claims to have suffered

injury from a direct competitor’s ‘unfair’ act or practice invokes section 17200, the
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word ‘unfair’ in that section means conduct that threatens an incipient violation of an
antitrust law, or violates the policy and spirit of one of those laws because its effects
are comparable to or the same as a violation of the law, or otherwise mgmﬁcantly ,
threatens or harms competition.” Id, There is no genuine issue of material fact that
the parties are direct competitors. Therefore, East Health’s use of this i image must
cither threaten an incipient violation of an antitrust law, or violate the policy of such

a law, or otherwise significantly threaten or harm competition.

First and foremost, the Court, in observing the two images, finds that there are
several differences between them. China Healthways’ image has the box of the
massager in black, East Health’s box is white. China Healthways’ cord is curly, East
Health’s is straight. China Healthways’ image has a hand holding the transducer,
East Health’s does not. The only similarities between the two images, other than the
fact that they both depict the same type of massager, is the perspective of the images
and the fact that the transducers are at the same angle to the right of the box. The
Court finds that East Health’s use of an image similar to China Healthways’ IQLD
does not threaten a violation of an antitrust law, violate the policy of such a law, or

significantly threaten or harm competition.

Therefore, the Court finds that China Healthways has failed to raise a genuine
issue of material fact to support its state unfair competition claim against East Health
based on East Health’s use of the IQLD image.

b.  Violations of the Lanham Act and False Advertising
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The Court has found that there is a genuine issue of material fact whether East ,
Health infringed China Healthways’ trademarks or engaged in unfair competition |
under the Lanham Act. The Court has found that there is no genuine issue of material |
fact that East Health engaged in false advertising. Based on the foregoing bases, the |
Court finds that there is a genuine issue of material fact that East Health engaged in

state unfair competition.

Therefore, the Court grants East Health summary adjudication on China
Healthways’ claim of unfair competition based solely on its use of an image similar
to the IQLD and denies China Healthways’ and East Health’s motions for summary

judgment based on state unfair competition.

2, China Healthways' Claim Against Lal Jor State Unfair
Competition

The Court has found that there is a genuine issue of material fact that Lal
engaged in trademark infringement, unfair competition under the Lanham Act, or
false advertising. The Court found that there was no genuine issue of material fact
that Lal infringed China Healthways’ copyright. Therefore, the Court finds that there
isno genuine issue of material fact that Lal engaged in state unfair competition based
on his infringement of China Healthways’ IQA and BPM copyrights. The Court,
therefore, grants China Healthways summary judgment on its state unfair competition
claim against Lal based on his infringement of the IGA and BPM copyrights.

3.  China Healthways' Claim Against Fu for State Unfair

Competition
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The Court has found that there is a genuine issue of material fact that Fu

[

engaged in trademark infringement and unfair competition under the Lanham Act. |
The Court has also found that there is a genuine issue of material fact that Fu engaged
in false advertising. The Court, therefore, denies China Healthways’ motion for

-

summary judgment against Fu for state unfair competition.

4. China Healthways’ Claim Against Stoltz for State Unfair

Competition

The Court has found that there is a genuine issue of material fact that Stoltz
infringed China Healthways’ copyrights and trademarks, engaged in unfair
competition under the Lanham Act, or engaged in false advertising. The Court,
therefore, denies China Healthways’ motion for summary judgment against Stoltz for
state unfair competition.

F. Chi ealthways’ irac i inst F

China Healthways asserts that it is entitled to summary judgment on its civil
conspiracy claim against Fu. China Healthways argues that Fu should be held liable
for all of the claims against East Health because Fu conspired with East Health and
Wang to deprive China Healthways of its legal rights. Fu argues that China
Healthways has not demonstrated that there is a civil conspiracy between herself and
East Health or Wang,

China Healthways has submitted evidence that Fu is a close friend of Wang and
that Fu is the acting director of Ying Pu Electronics Company, the same company that
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supplies East Health with its massagers. IV Lee Decl., § 17. However, the only
evidence to support this argument is a document that is entirely in Chinese with no j
certified translation provided. IV Lee Decl., Exh. 7. Therefore, the only reliable -
evidence provided by China Healthways to support its conspiracy allegations is the |
fact that Wang and Fu are friends.”® In order to demonstrate a civil conspiracy, a
plaintiff must prove (1) the formation and operation of a conspiracy and (2) damages

resulting to the plaintiff from an act or acts done in furtherance of the conspiracy.,

Saum!::s_v;gupﬂjm_cmmg 27 Cal. App. 4™ 832, 845-46 (Cal. Ct. App. 1994).

The Court finds that there is a genuine issue of material fact that Fu conspired
with East Health and Wang. Therefore, the Court denies China Healthways’ motion
for summary judgment on its civil conspiracy claim against Fu,*
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** China Healthways has also submitted an arbitration award from the
government of China. See IV Qing Decl., Exh. 2. The Court does not understand
how this award is relevant to any of the claims in this case. Therefore, the Court
does not rely on it in its analysis.

** The Court is inclined to grant Fu summary judgment on China
Healthways’ conspiracy claim sua sponte. “It is generally recognized that a court
has the power sua sponte to grant summary judgment to a non-movant when there
has been a motion but no cross-motion if the court concludes that the non-moving
party is entitled to judgment. Kassbaumy, Steppenwolf Productions, Inc., 236
F.3d 487, 494 (9" Cir. 2000). However, the Court also recognizes that China
Healthways must be provided an adequate opportunity to show that there is a
genuine issue of material fact. [d. .

Therefore, the Court will grant Fu summary judgment on China
Healthways’ claim of conspiracy unless China Healthways files a supplemental
brief with reliable evidence that demonstrates there is a genuine issue of material
fact that Fu engaged in a conspiracy with Fast Health. If China Healthways
chooses to submit reliable evidence supporting a genuine issue of material fact to
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East Health argues that it is entitled to summary judgment on China
Healthways’ claim that East Health conspired with and/or aided and abetted its
distributors to deprive China Healthways of its legal rights. China Healthways has
submitted the following evidence to support its contention: I Rimer Decl., Exhs. 3 &
6; I Rimer Decl., Exh. 29, 57:12-14; II Wang Decl., 9 24-30, and I Lee Decl., Exh.
28. The Court has reviewed this evidence and finds that this evidence fails
to demonstrate that East Health conspired with or aided and abetted its distributors
to deprive China Healthways of its legal rights. Therefore, there is no genuine issue
of material fact to support China Healthways® claim that East Health conspired with
or aided and abetted its distributors to deprive China Healthways of its legal rights.
East Health’s motion for summary judgment on China Healthways’ conspiracy and
aiding and abetting claims are granted.

V. CONCLUSION

A.  China Healthways’ motion for summary judgment against East Health
on China Healthways’ claims against East Health is DENIED.

China Healthways’ motion for summary judgment on East Health’s

claims against China Healthways is GRANTED, in part, and

support its claim, China Healthways shall file its supplemental brief no later than
May 3, 2004. Fu may file an opposition within seven days of receipt of the -
supplemental brief. The Court will not consider a reply brief. Service shall be
personal or by facsimile on the filing date with delivery of courtesy copies to the
Court,
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DENIED, in part.

China Healthways’ motion for summary judgment on East Health’s
claim for false advertising is DENIED.

China Healthways’ motion for summary judgment on East Health’s
remaining claims against China Healthways is GRANTED.

East Health’s motion for summary judgment against China Healthways
is GRANTED, in part, and DENIED, in part.

East Health’s motion for summary judgment on China Healthways’
claim for copyright infringement is GRANTED.

East Health’s motion for summary judgment on China Healthways’
claim for federal and state trademark infringement and unfair
competition under the Lanham Act is GRANTED for the terms:
CHI, CHI MACHINE, QGM, QI GONG MACHINE, CHAOS,
and QI GONG MASSAGER.

East Health’s motion for summary judgment on China Healthways’
claim for federal and state trademark infringement and unfair
competition under the Lanham Act is DENIED for the terms: QI
GONG INFRASONIC MASSAGER.

East Health’s motion for summary judgment on China Healthways’
claims for federal and state trademark dilution are GRANTED.

East Health’s motion for summary judgment on China Healthways’
claim for false advertising is GRANTED.

East Health’s motion for summary judgment on China Healthways’
claim for state unfair competition is DENIED.

East Health’s motion for summary adjudication based on East Health’s
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use of an image similar to the IQLD is GRANTED.
East Health’s motion for summary judgment on China Healthways’
claims for conspiracy and aiding and abetting is GRANTED.

C.  China Healthways’ motion for summary judgment against Stoltz is
DENIED.

D.  China Healthways’ motion for summary judgment against Fu is
DENIED.

E.  China Healthways’ motion for summary judgment against Lal is

GRANTED, in part, and DENIED, in part.

China Healthways’ motion for copyright infringement and state unfair
competition based on copyright infringement is GRANTED.

China Healthways’ motion for summary Jjudgment based on federal and
state trademark infringement, unfair competition under the
Lanham Act and false advertising is DENIED.

IT IS SO ORDERED.

-
Dated: _"é%gg 3 &zé ; ? N

United States District J udge
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DRAI’T 6.00/JUNE 28, 2004

RELEASE AND SETTLEMENY AGREEMENT

This Release and Settlement Agreement (the “Agreemeut”), dated and effective
June Q«'ﬁ’ 2004, is entered into by and between China Healthways institute, Inc. dba CHI
Institute, a corporation organized and existing under the laws of the State of California
(“China Healthways"), on the one hand, and East Health Development Group, Inc., a
corporation organized and existing under the Jaws of the State of California, (*“East
Health™), on the other hand. Richard H. Lee, an individual, is the President of China
Healthways, and Xiaoming Wang, aka Simon Wang, an individual, is the President of East
Health, and both shall hercinafter be referred to collectively as the “Principals”. The
Principals arc also partics to this Agreement. China Healthways, East Health and the
Principals shall be hereinafter referred to collectively as the “Parties.”

RECITALS

A.  WHEREAS China Healthways and East Health are engaged in the business
of manufacturing, marketing and selling a variety of therapeutic massage devices;

B.  WHEREAS the Partics have each objected to the manner of marketing and/or
selling of various therapeutic massage devices (“Accused Produets™) by the other Party and
filed claims and counterclaims based thereon in the United States District Court, Central
Drstrict of California, Case No. CV 02-03137 LGB (JWIx) entitled China Healthways

Institute, Inc. v. Chi Animal Therapeutics, Inc., et al., alleging wrongful acts with respect to
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(he manufacturing, marketing and selling of the Accused Products (hercinafter the
“Lawsuit™);

C.  WHEREAS other disputes have arisen between the Parties as to the 1dentity
of the exclusive owner of certain trademarks and related intellectual property rights rclating
to the Accused Products which disputes were not directly raised in the Lawsuit; all of the
disputes presently pending involving the Parties, whether or not addressed in the Lawsuit,
shall be designated herein as the “Disputes” and expressly include the “USPTO Actions”
referred to hereinafier;

D.  WHEREAS certain actions, applications and appcals are presently pending
before the United States Patent and Trademark Office (“USPTO™) and the Trademark Trizl
and Appeals Board (“ITTAB”) (collectively the “USPTO Actions”) involving the Parties
and relating to trademarks and rclated intellectual property tights related to the Accused
Products;

E. WHEREAS the Parties desire to amicably resolve the Lawsuit and all of their
Disputes.

AGREEMENT

NOW, THEREFORE, in considcration of the forgoing recitals and the

considcrations set forth herein, the receipt and sufficiency of which arc hercby

acknowledged, the Parties agree as follows:
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1. Stipulation

1.1 Simultancous with cach Parties’ execution and delivery of this Agreement to
the other pariies, China Healthways and East Health (and their respective counsel of record
in the Lawsuit) shall cach sign a stipulation, in the form attached hereto as Exhibit “A,”
requesting the Court to:

(a)  dismss with prejudice all of the claims and counterclaims asserted in the
Lawsuit by and between China Healthways and East Health: and

(b)  dissolve the preliminary injunction entered in this matter against East Health,
subject to the Court’s acceptance of continuing jurisdiction to enforce the terms of this
Agreement. Said stipulation shall be provided to counsel for East Health who shall
promptly file it with the appropriate Court.

1.2 On or before the expiration of ten (10) calendar days from the datc of
execution of the Agreement, , Ching Healthways and East Health (and their respective
counsel of record in the Lawsuit) shall each sign and file a stipulation in the appropriate
court, in the form attached hereto as Exhibit “B,” requesting the United States Court of
Appeals for the Ninth Circuit to dismiss with prejudice any and all appeals by and between

China Healthways and East Health from the Order

2. uture Competiti een the Parties and their Principals.

2.1  Agrcements by China Healthways and Richard H. Lee.

Richard Lee and China Healthways, and its agents, servants, employees, attorneys,

3-
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representatives, successors and assigns, and all other persons in active concert or
participation agree that they shall perranently refrain from:
2.1.1 Advertising, publishing, or describing the products sold by East
Health as “anrcliable,” “unable.” “obsolete,” “inferior product,” “cheap,” “low efficacy,”
“substandard,” “old technology,” “out of calibration,” “significant problems,” and other
remarks that ate similar to any of the foregoing remarks, or
2.1.2 Advertising, publishing, or describing any of the following itcms and
other itcms that arc approximations of any of the following:
2.1.2.1 The papcr, cntitled, A Comparison Study, The Infratonic
QGM 4.3 from CHI Institutc and the SY-888 from East Health,” dated August 15, 2003, a
true copy of which is attached hereto as Exhibit “C”;
2.1.2.2 Theletter from Elsa B. Votava dated August 30, 2003 , g truc
copy of which is attached hereto as Exhibit “D”;
2.1.2.3 The letter regarding the “A Comparison Study” from China
Healthways dated August 30, 2003, a true copy of which is attached hereto as Exhibit “E”.
2.1.2.4 The letter to “Health Professionals™ dated August 23, 2002,
from Richard Lee, a true copy of which is attached hereto as Exhibit “F”,
2.2  Agreements By All Parties.
The Parties, and their agents, servants, employees, attorneys, representatives,
successors and assigns, and al) other persons in active concert or participation agrec that

they shall permanently refrain from advertising, publishing or describing their own

-4-
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products in such a way as to create confusion as to the source of a Party’s products among
consumers in their marketplace. Thc Parties agree that amy future advertisement or
promotion will comply with this Agreement. The Parties agree to immediately change such
advertisements to comply with this Agreement. Subject to paragraphs 6, 7, 8 and 9 of the
Agreement, nothing in this Agrcement shall be construed to be a waiver of any rights the

parties may have under the Lanham Act.

3. Arrcement Concerning the Parties’ Marks.
3.1  The Parties agree that China Healthways owns, and may use and retain the

following marks, and East Health and Simon Wang agree not to use the followmg marks:

A2
“ c"' ;" “INFRATONIC QGM,” “ ;" “INFRATONIC,”
“INFRASOUND V,” “INFRASOUND, INC.” and “INFRASOUND 8 (collectively
“Chinz Healthway's Marks™).

3.2 The Parties agree that East Health and/or Mr, Wang owns end may use and
retain the following marks, and China Healthways and Richard Lee agree not to use the
following rnarks: “QI GONG MASSAGER", “QI GONG MACHINE” or “QIGONG
MACHINE", “QI-GONG MACHINE", “SI WANG MACHINE” AND “Q1 GONG
MACHINE INFRASONIC” (collectively “East Health or Wang’s Marks”).

3.3  Subject to the provision of Section 4.2 and 4.3 below, the Parties agree that

East Health owns and may use and retain the following marks, and China Healthways and

:@6/28/2684 15:34 194949.4? CHI INSTITUTE ‘ PAGE 16
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Richard Lee agree not use the following marks: “CHI PLUS” and “CHI PRO™.

3.4 The Parties agree not to claim the exclusive right to use the following marks
in their products and services: “QL” “THERAPEUTIC MASSAGER,” “INFRASOUND,”
“INFRASONIC,” “INFRASOUND THERAPY," “THERAPEUTIC INFRASOUND,”
“INFRASONIC MASSAGER,” “RANDOM,” and “THERAPEUTIC VIBRATOR.”

3.5  The Parties agree not to claim the exclusive right to usc the trademark
“QGM”. East Health agrees not to use the mark “INFRASONIC QGM?” on its products or
in its written advertisements. .

3.6  Nothing in this Agreement shall limit the breadth or enforceability of any
trademark described in Sections 3.1 or 3.2.

3.7  The Partics agree that they are not restricted, as to each other, from using
terms in their gencric sense such as “chi”, or “chaos” ( such as to describe a chaotic or chaos
or random frequencies of infrasonic waves or signals and a chaotic or chaos energy
patterns), or “q1 gong”, rcgardless of the case, font or font attributes used to express such
terms

3.8  Neither Party objects to the use of the study data published and distributed
by Shen Han Shen Yuan Electronics Co. by the partics so long as any reference by namec to
Mr. Lee and his research is deleted there from.

4. Agreement of Parties’ USPTOQ Actions

4.1  The Partics agree to permit the USPTO Actions to run their course for their

-6
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futurc applications in the USPTO and to thereafter abide by the rulings of USPTO and by
such agreement abandon any and all rights to challenge the ruling of the USPTO or the
Trademark Trial and Appeal Board as to cach application in any court of competent
jurisdiction including but not limited to any United States District Court in the United
States.

4,2  The Parties agree to permit the USPTO and TTAB Actions to tun their
course in the trademark applications presently pending with respect to China Healthways
“CHI with design” (U.S. Trademark Application Serial No. 76/975,262), “CHAOS
THERAPY with design” (tJ.S. Trademark Application Serial No. 78/284421) and with
respect to East Health’s “CHT PLUS” (U.S. Trademark Application Serial No. 76/435,273)
and “CHI PRO (U.S. Trademark Application Serial No. 76/439,487) (hereinafter
collectively “USPTO Actions™), with the full rights available to the Parties at the USFTO
during ex parte prosecution of therr USPTO Actions and any infer partes proceedings, and
to thereafter abide by the rulings of the USPTO or the Trademark Trial and Appcal Board
and by this Agreement abandon any and all rights to challenge the final rulings of the
USPTO as to each or any such USPTO Action in any court of competent jurisdiction
including but not limited to any United States District Court in the United Statecs. Within
ten days following thc execution and delivery of this Agreement, the Parties agree to file a
joint stipulation with the Trademark Trial and Appeal Board (hereinafter “TTAB”)
concerning the pending opposition to Sirnon Wang’s mark “CHI PI.US" application,

stating that the Lawsuit was amicably resolved, and requesting that the opposition be

-7-
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tresumed and that the discovery and trial dates be reset by the TTAB.

43 Notwithstanding anything in this Agreement to the contrary, in the event that
the USPTO refuses to register Simon Wang’s trademark application for CHI Plus, East
Health and Simon Wang agree that they will abandon their trademark application for CHI
Pro with prejudice; that they will cease all use of the marks CHI Plus and CHI Pro for goods
n International Class 10. Inl the event that the USPTO allows Simen Wang's tradernark
application for CHI Plus to register, China Healthways will provide a letter of consent to
Simon Wang to enable his pending application for CHI Pro to be allowed, provided Simon
Wang keeps the existing disclaimer of the term CHI apart from the mark as shown ia such
application.

4.4  China Healthways agrees to abandon its trademark application for “Ql
GONG MACHINE” (U.S. Trademark Application Serial No. 76/364,519), including the
USPTO appeal for such application.

5. Payments.

China Healthways will pay East Health auo agreed upon sum described in a written
addendum hereto a compromise payment for East Health’s attorneys’ fecs and costs in
connection with the Lawsuit (the “Settlement Amount™). China Healthways will forfeit the
$500.00 bond to East Health. The Scttlement Amount shall be paid in full on July 1, 2004
on or before 5:00 o’clock p.m., Pacific Time and shall be provided in the form of a
cashier’s check made payable to “East Health Development Group” and shall be delivercd

to East Health at the address specified in paragraph. 13 of the Agreement.

-8-
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6. Benefit of this Agreement Accrue to Other Parties.

The Parties agrce that any other previously named party-defendant to this Lawsnit
shall have those samc rights of East Health as sct forth in of this Agreement and are
expressly made third party bencficiarics the terms and conditions of this Agreement. All
injunctions against East Health’s distributors and customers will be reformmed according to
this Agreement.

7. Releases.

7.1 China Healthways and Richard Lee Release East Health and Xiaoming
Wang.

Effective immediately upon the execution of this Agreernent, China Healthways and
Richard Lee, on their own behalf and on behalf of their assigns, agents, and representatives,
do hereby forever relcase and discharge East Health and Xiabming Wang and each of their
respective present, past, and future predecessors, successors, assigns, parents, family
members, subsidiaries, affiliates, attorneys, agents, officers, directors, partners,
shareholdets, cmployess, representatives, (hereinafter all collectively referred to as the
"Released Parties™) from all claims, cross-claims, counter-claims, rights of action and
causes of action, losses, taxes, costs, damages, labilities of every kinds, attorney’s fee,
expenses, demands, judgments, orders based on, or arising from all the claims, allegations,
defenses, trademarks and intellectual properties asserted in the Lawsuit or which relate to

the Disputes, or which rolate to the Accused Products.

-9-





























































