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Disclaimer
bils

These materials are public information and have been prepared solely for educational and entertainment purposes
to contribute to the understanding of American intellectual property law. These materials reflect only the personal
views of the authors and are not individualized legal advice. It is understood that each case is fact-specific, and
that the appropriate solution in any case will vary. Therefore, these materials may or may not be relevant to any
particular situation. Thus, the authors and Finnegan, Henderson, Farabow, Garrett & Dunner, L.L.P. cannot be
bound either philosophically or as representatives of their various present and future clients to the comments
expressed in these materials. The presentation of these materials does not establish any form of attorney-client
relationship with the authors or Finnegan, Henderson, Farabow, Garrett & Dunner, L.L.P. While every attempt was
made to insure that these materials are accurate, errors or omissions may be contained therein, for which any
liability is disclaimed.
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Overview

B

» Increasing Risks of US Patent Case Involving Chinese
Companies

— Growth of Patent Litigation

— Hot Areas of US Patent Litigation

— Growth of Patent Litigation involving Chinese Companies
Preparing for Potential Patent Battles
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Chart 1. Patent case filings and grants
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Top 10 Largest Damage Awards
104N 50 (6 IR A e e 2
Figure 26: Largest Damages Awards*
Rank Case Damages Against To Subject
1 Monsantov. Dupont ~ $1,000,000,000 DuPont Monsanto GMO Seed
2 Applev. Samsung $596,908,892 Samsung Apple Software
3 Applev. Samsung $290456,793 Samsung Apple Software
4 Stryker v. Zimmer 208,326,677 Zimmer Stryker Medical Device
5 Tyeo Healthcare v. $140,080,000 Ethicon Tyco Healthcare ~ Medical Device
Ethicon Endo-Surgery Endo-Surgery
6 Syntricv. lumina $05,795,507 Ilumina Syntrix BioTech
7 Astrazenecav. Apotex  $76,021,9%4 Apotex Astrazeneca Pharma
] Turo-Way Mediav. ATET  $27,500,000 AT&T TwoWay Madia Telecom
9 Pact ¥XPP v. Xilinx $23,099,850 HBunet, Xilinx Pact XPP Processor
10 Tomita . Nintendo $15,100,000 Nintendo Tomita Camera
Source: Lex Machina — 2013 Patent Litigation Year in Review
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Top 10 Industries of Patent Litigation
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Chart Ta. Distribution of casas: top ten industries, 199052013

Pescent of cases
=) ] - m o -U. E
£ £ F E § F %
%—
, ’b—=
#
T F
‘% :
‘%—z

4:2" S
CP&(‘}
4:9

&Pi: ..:c'éé ‘{P " =
dﬂ:ﬂ} o®#?¢§{§ &é{} <
¥ o o é..__«.c:f‘e} w5 a{é@f*“s&
= == i - 7519
C.F'@;‘_ - d;“fp

Source: PwC - 2014 Patent Litigation Study

FINNEGAN
EEWmETESE




Top 10 Industries of High Damage Awarded
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Top 5 Most Active District Courts
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Figure 3:  Districts With Most New Cases Filed

Rank  District 203 amz Net Change
1 Eastern District of Texas 1,495 1,247 +248
2 District of Delaware 1,336 1,002 +334
3 Central District of California 309 499 -100
4 Northern District of California 249 260 -11
5 Southem District of California an 141 +86

Source: Lex Machina — 2013 Patent Litigation Year in Review
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New Battle Front: Challenge Patents in the PTO

NUMBER OF ATA PETITIONS

FY Total IPR CBM DER
2012 25 17 8 -
2013 363 514 48 1
2014 1.153 1,008 140 3

Cumulative 1,741 1,539 196 6
ATA PETITION TECHNOLOGY BREAKDOWN
Technology Number of Petitions Percentage
Electrical/Computer 231 71.9%
Mechanical 266 15.3%
Chenucal 123 7.1%
Bio/Pharma 93 3.3%
Design 8 0.4%

Source: http://www.uspto.gov/ip/boards/bpai/stats/aia_statistics_072414.pdf
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Overview

B

» Increasing Risks of US Patent Case Involving Chinese

Companies

— Growth of Patent Litigation
— Hot Areas of US Patent Litigation
— Growth of Patent Litigation involving Chinese Companies
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Preparing for Potential Patent Battles
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UuS Dlstrlct Court IP Cases re Chlnese Companles

M Cases Involving Chinese Companies (2010-2014.07)
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uS Dlstrlct Court IP Cases re Chlnese Companles

= Cases Involving Chinese Companies (2010-2014.07)

Shandong
Companies, 15

Source: Finnegan Collected Data for 2010-2014.07
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ITC IP Cases involving Chinese Companies
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= |TC Cases vs. Those Involving Chinese Companies
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ITC IP Cases involving Chinese Companies
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» |TC Cases (TCHIEAIFIA)
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ITC IP Cases involving Chinese Companies
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= |TC Cases Involving Chinese Companies: Industries
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ITC IP Cases involving Chinese Companies
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= |TC Cases Involving Chinese Companies: Industry Percentile
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Overview
B

Increasing Risks of US Patent Case Involving Chinese
Companies

Preparing for Potential Patent Battles

— Strategies for Litigating US Patent Infringement Cases

— Strategies for Minimizing Risks of Being Sued Patent Infringement
— Strategies for Negotiating Patent Licenses
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US Courts/Agencies Handling Patent Disputes
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USPTO
Patent Trial and
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Goal of Litigation: Win
VA B AR: HEVE

= Whatis a win?

— Depends on the case and business objectives
= Learn the case
= Understand the business objectives

= Develop a case strategy that has the highest chance of achieving the
business objectives

= A good settlement can be a “win”

= AR REVR?

- PR T HARI AR ML H Ax
e

T L H Ar

il 52 Foe A7 m] BE SEL AR M H A K S s
AT RO ATt m] LB AR Ay e

HNNEQAN
EEELEWmED BT

Develop Winning Strategy
1] X JE VR SR

Start focusing on winning from day one

Maintain focus on winning throughout the entire case
Develop strategy early

Modify strategy as needed during the case
Determine what is an achievable goal for the case
Develop strategy to meet that goal
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Pre-Litigation Strategy —~Plaintiffs
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Pre-Litigation Strategy —Plaintiffs
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» Reasons for Suit
— Benefits vs. Risks: Business, IP
= Strategies:
— Notice/Licensing Letter vs. Suit
— Suit: Where, Whom, What
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Pre-Litigation Strategy —Defendants
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Notice/License Letter| Complaint/Reply | Markman Trial Final Judgment/
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Defendants

D e

Pre-Litigation Strategy:

» Response to the Notice/Licensing Letter
— Notify U.S. litigation counsel immediately
— Respond quickly to show attention
— Issues to explore: Indemnity, validity, infringement, risks of
damages and injunction, own patents to leverage
— Response tone and content
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Complaint and Reply Strategies
Notice/License Letter Complaint/Reply ~ Markman Trial Final Judgment/
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Strategy for Filing of Complaint —Plaintift
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= Goals
— Settlement with license
— Settlement with cross-license
— Business arrangement
— Removal of competitors from market
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Strategies to Respond to Complaint —Defendants

DY R SRR — A

» Choose and engage a reputable US law firm
» Analyze the complaint

= Develop strategy: aggressive, passive, joint defense, tender to
supplier or customer

= Develop defense
= Consider your options based on your business needs
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Strategies to Respond to Complaint —Defendants
Y 15 SR — 4% 2

=  Options (examples)
— Not to respond (default judgment)
— Enter a Consent Order
— Negotiate for settlement
— Defend aggressively
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Strategies to Respond to Complaint —Defendants
N T B — 5

=  Options (examples)
— Assert your own IPR in China or the U.S.
— Ask for indemnification by suppliers (if available)
— Design Around
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Strategies to Respond to Complaint—Defendants
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= Negotiate for Settlement (examples)
— License the Complainant’s IPR
— Become the Complainant’'s OEM
— Enter a joint venture with the Complainant
— Cross license each other’s IPR
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Strategies to Respond to Complaint—Defendants
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= Defend Aggressively (examples)
— Noninfringement
— Patent invalidity
— Patent misuse & antitrust theories
— Patent unenforceability
— Post-grant challenges to patent validity at USPTO
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Post-Grant Challenges to Patents in the PTO
LRI P A R

Ex Parte Reexam Post-Grant Review Inter Partes Review
LYy L BFREEN EZ DS
When? After grant No more than 9 months after grant (Sept. 16, After 9 months from grant
I} i) WYE 2012, but of a patent with an effective filing date BYEINHE

of the claimed invention on or after March 16,
2013) TR ABIEANH (2012459 H16H, {H
ST AT LR A RS H ISR, 18
201343 H16 H Y REkZ &)

Threshold SNQP “more likely than not that at least 1 of the claims Reasonable likelihood of
Showing B RS2 J MR T ) challenged in the petition is unpatentable” or success
I important novel/unsettled legal question JRIh A BERT Be

BT R 2D SR ORI SR T ] e AT A
] R P BT B PR ) A R T )

Anonymity Yes No No
B4 s B i
Estoppel None Issues raised or reasonably could have been Issues raised or reasonably
®EE I raised by the petitioner: PTO, district court, and could have been raised by
ITC the petitioner: PTO, district
B ISR ST B . LR b court, and ITC
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Post-Grant Challenges to Patents
L RFAUE P bk FH B

Ex Parte Reexam

Post-Grant Review

Inter Partes Review

then Federal Circuit
AXEFBCN ] L ifF 222 51
a3 S A EI e
PR
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B BFREY ZHEW

Grounds 102, 103 101, 102, 103, 112 102, 103

Before CRU i 23 PTAB% A i #LFI_L1f 25 1 2% PTAB % i BRI L 1f % A 2%

Whom?
Discovery/ Declaration Declaration and discovery Declaration and discovery
Evidence? FEH HIF & BRI Y iF & A ANE S 4
Speed | Many Years 1to 1% years 1to 1% years
TR R REZAE —AER AR —AER AL

B
Appeal Only patentee can Both parties can appeal to Both parties can appeal to Federal
FiF appeal to Board and Federal Circuit Circuit
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Post-Grant Challenges to Patents
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IPR Claim Disposition
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Surviving

Substitute Claims
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M Claims Held
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Develop Theme

1

Develop a consistent theme to fit the facts

Know the whole story

Find theme that appeals to judge/jury—no technical training required
Keep it simple and interesting

Give judge/jury a reason to want you to win
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Overview

B

Increasing Risks of US Patent Case Involving Chinese
Companies

Preparing for Potential Patent Battles

— Strategies for Litigating US Patent Infringement Cases

— Strategies for Minimizing Risks of Being Sued Patent Infringement
— Strategies for Negotiating Patent Licenses
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Making Your Game Rules by Patenting
Bt AR B3 |

= |nventing-around valid and enforceable patents

= Fencing-in competitors by barring improvements

= Building a toll-bridge to the future

= Changing the relative cost of doing business

= Collecting bargaining chips for deals

= |nvalidating others’ patents that impede your business
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Overview

B

Increasing Risks of US Patent Case Involving Chinese
Companies

Preparing for Potential Patent Battles

— Strategies for Litigating US Patent Infringement Cases

— Strategies for Minimizing Risks of Being Sued Patent Infringement
— Strategies for Negotiating Patent Licenses
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Strategies for Negotiating Licenses
YHVE AT B SR
Know your and your adversary’s strengths/weaknesses
Understand your adversary’s needs
= Know your options
Build your strategies
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Strategies for Negotiating Licenses

YAV 1 500

= Strengths/weaknesses
— Legal

» Jurisdiction

= Infringement
— Comparison of claims and products/processes
— Direct vs. indirect infringement

= Validity & Enforceability

= Damages
— Reasonable royalty vs. lost profits
— Damage period

= |njunction
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Strategies for Negotiating Licenses

WA VE T B SR
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Strategies for Negotiating Licenses

AV AT B SR

= Strengths/weaknesses
— Business

= Market share

= Customers

= Own IP

= Own technology
— Same product line
— Complementary products
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Strategies for Negotiating Licenses

AV T B SR

= Adversary’s needs

— Business needs

Maintain market share

Protect profitability

Maintain customers

Keep current with technology
Provide full product line

Have access to other geographical or vertical markets

- WEHR
— kg

= REFTTA A

o PR

» fREE S

 PREFFEDER

o PRALAI S A2k

= PEAH P EE T
FINNEGAN

EE SR ES

Strategies for Negotiating Licenses

AV AT B SR

= Adversary’s needs
— Licensing needs
= Express requirements to license all competitors
= Practical need to license all competitors
= Need to protect royalty stream
= Most-favored-licensee obligations
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Strategies for Negotiating Licenses

AV T B SR

= Your options
— Warrantee/ Indemnity obligations of third parties
— Business alternatives
= Purchase of components from licensed providers
= Abandonment of business or product line
= Abandonment of U.S. market

= RIS
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Strategies for Negotiating Licenses

AV AT B SR

= Your options
— Technical alternatives to license

= Technological limitations
— Cost
— Delays

= Business limitations

= Standards
— Dejure
— De facto
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Strategies for Negotiating Licenses

YAV AT [ SR

= Strategy
— Type of acceptable royalty

= One-time fee
— Minimize record keeping
— Assumes success
— Immediate effect on profits/cash flow

= Running royalty
— Record keeping
— Tracks success

= Hybrid
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Strategies for Negotiating Licenses

YAV 1 500

= Strategy
— Maximum acceptable royalty
= Need to maintain profit margin
= Need to justify maintaining business
= Should be less expensive than alternative
— Must consider manufacturing costs
— Must also consider business costs

=
— BRI BT #2532 Vi m] Al 2%

= DREFAIE A 2 %
= A HORRR LS5 I 5 2
= LA AU B

— WA LS I A
— WAL L& R M A

FINNEGAN
EEEHMBBNESN



Strategies for Negotiating Licenses

YAV 1 00

Strategy

— Negotiation plan
= Separate negotiable terms from non-negotiable terms
= Understand limits to acceptable terms
= Determine opening offer based on limits

ol
— Wit gl
T AT 2R A
o SRR TR 4K
o LT, W

FINNEGAN
SEE BRI RS A

Strategies for Negotiating Licenses

YAV 1 500

Strategy
— Negotiation plan
= Keep business options (e.g., manufacturing, distribution, etc.) out of
initial offer, unless they are the essential part of the deal
= |f so, move this quickly to a business discussion
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Strategies for Negotiating Licenses

YAV 1 00

= Strategy
— Negotiation plan

= Choose negotiating team
— Should be knowledgeable
— Should be at same level as adversary
— Should have authority to settle on certain terms

= Choose negotiating venue
— Alternate between your and adversary’s locations
— Choose a neutral site
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Questions? Please Contact Us
A i SRR R AN

Shaobin Zhu focuses his practice on patent litigation in U.S. district
courts; Section 337 investigations at the U.S. International Trade
Commission (ITC); and client counseling and patent prosecution,
with an emphasis on computer software, Internet technologies,
videogames, telecommunications, video processing, LEDs, and
electronic technology. He also has handled administrative post-
grant proceedings challenging validity of disputed patents. Mr. Zhu
teaches a graduate course on U.S. IP law at Renmin University of
China Law School, and serves as a program professor at the
University of Science and Technology of China School of Public

S [E TR 45 B Affairs.
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