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Number of new investigations in the US invalving companies
in China arising from complaints of intellectual property
infringement or unfair competition in the import trade

- New investigation New investigation involving companies in China
&0
60 /N 7~
40 o g i
20
2004 2017
Sources: United States International Trade Commission, Mayer Brown SCMP
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Why fighting back is a winning strategy
for Chinese companies caught up in US
intellectual property suits

PUBLISHED : Monday, 12 February, 2018, 9:35am

UPDATED : Monday, 12 February, 2018, 9:35am

Chinese companies exporting to the United States
should proactively manage the legal risks of intellectual
property infringement and be cooperative should they
become entangled in a lawsuit, according to the lead
lawyer in a rare courtroom battle won by a Chinese
company.

Gary Hnath, intellectual property partner at international
law firm Mayer Brown representing Shanghai-listed
Zhejiang Medicine in an intellectual property infringement
case, said Chinese companies should be adaptive
according to the legal system differences between the
US and their home market.

“Chinese companies are nowadays more willing to
defend themselves in intellectual property cases in court
trials --- years ago many were afraid of the US legal
system that they just gave up when sued,” said Hnath,
who has been representing Chinese companies in the
US since 1995.

Zhejiang Medicine last month successfully defended
itself in a seven—year long patent infringement case
brought by Japanese chemical manufacturing company
Kaneka Corporation, which also sued two other Chinese
companies on alleged infringement of its patent on
CoQ10 - one of four most—bought dietary supplements
in the US.

Kaneka had sought and failed to win US$7 million in
damages from Zhejiang Medicine and an injunction from

further infringement.
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The global CoQ10 market is forecast to grow by an
average annual rate of 10.1 per cent to US$1 billion
by 2024, up from US$351 million in 2015, according
to market research consultancy Global Market
Insights.
The number of new investigations involving companies
in China arising from intellectual property infringement or
unfair competition in the import trade filed under section
337 of the Tariff Act of 1930 in the US rose to 22 last
year, from 10 in 2014, according to Hnath.
Less than 5 per cent of patent infringement cases go to
trial in the US, with the vast majority settled privately, he
said.
Beijing—based Shenzhou Biology and Technology,
which was also sued by Kaneka for allegedly infringing
on its CoQ10 patent, last November agreed to settle
the dispute. Under the agreement Kaneka will distribute
Shenzhou’ s product in North America and Shenzhou
will sell Kaneka’ s product in China.
Chinese companies that are “strategic, creative and
proactive” when dealing with intellectual protection
matters and adaptive to the US legal system are often in
an advantageous position, Hnath said.

“In the US, there are very broad disclosure
requirements for plaintiffs and defendants in intellectual
property lawsuits to disclose a large amount of

information,” he said.

“It is important for Chinese companies to understand



the legal system differences, so that they can be
cooperative and perceived in a positive light in front of
the judge and or jurors.

While it is natural for companies to hesitate to reveal their
trade secrets and confidential information, Hnath said
there are protective orders in the US legal system that
bar the public release of confidential information by third
parties.

This may include product materials composition,
engineering tolerances, research and development
processes, laboratory results, recipes and manufacturing
processes.

In the US, the “discovery” pre-trial procedure is much

more extensive than Asia and Europe, and can last as

long as two or more years.

ST 25 R 1A 5 A TE — e

I G

During discovery, the plaintiff and defendant can obtain
evidence from each other through requests to answer
questions under oath and via documents.

In the Kaneka-versus—Zhejiang Medicine case, the
companies had lawyers and outside experts inspect
each other’ s production facilities as part of the
discovery process, Hnath said.

US intellectual property litigation cases are often heard
by jurors.

“Jurors are citizens who typically do not have technical
background --- so it is important for a defendant to not
only have a good legal defence but also to be able to
explain to the jury what obstacles it has overcome to
achieve its market position and why it deserves to win,”

Hnath said.
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Case 4:11-cv-01052 Document 418 Filed in TXSD on 02/22/18 Page 1 of 3
United States District Court
Southern District of Texas

ENTERED
February 22, 2018
IN THE UNITED STATES DISTRICT COURT David J. Bradley, Clerk
FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION

ZHEJIANG MEDICINE CO., LTD.,

and ZMC-USA, LLC, §
§

Plaintiffs, §

§

v. § CASE NO. 4:11-CV-1052

§

KANEKA CORPORATION, §
§

Defendant. §

AMENDED FINAL JUDGMENT

On the 3rd day of January, 2018, the above-styled and numbered case came for trial. Both
sides appeared and announced ready for trial, and the case was tried to a jury from January 3, 2018
to January 12, 2018. The case was submitted to the jury on January 12, 2018. The jury questions and

answers were as follows:

Question No. |

Has Kaneka proven, by a preponderance of the evidence, that ZMC-USA’s CoQ10 products were
manufactured by a process that infringed the following claims of Kaneka’s ‘340 patent?

Answer “yes” or “no” for each patent claim listed below.

ZMC-USA

Claim 22 _No

Claim 33 No

14 | INNOVATION | 2018 - 1
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Case 4:11-cv-01052 Document 418 Filed in TXSD on 02/22/18 Page 2 of 3

Question No. 2
Has Kaneka proven, by a preponderance of the evidence, that ZMC has induced infringement of the
following claims of Kaneka's *340 patent?

Answer “yes™ or “no” for each patent claim listed below.

ZIMC
Claim22 _No
Claim 33 No

Question No. 3
Have ZMC or ZMC-USA proven, by clear and convincing evidence, that any of the following
claims of Kaneka’s ‘340 patent are invalid as obvious?

Answer “yes” or “no” for each patent claim listed below

Claim22 _ No

Claim33  No

If you answered “yes™ to any part of Question | or Question 2 and answered “no” to a corresponding

part of Question 3, please answer the following question.

Question No. 4

What sum of money, if paid now in cash, should be awarded to Kaneka as royalty damages?
Answer in dollars and cents, or none.

$ Not Answered

INNOVATION | 20181 | 15
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Case 4:11-cv-01052 Document 418 Filed in TXSD on 02/22/18 Page 3 of 3

Based on the verdict of the jury, the Court ENTERS the following judgment:

Judgment is GRANTED on Plaintiffs’ declaratory judgment claim of non-infringement and
Judgment is DENIED on Plaintiffs’ claims of invalidity on the issue of obviousness. Judgment is
DENIED on Defendant’s counterclaim of infringement.

Plaintiffs’ claims of invalidity on the issues of patentable subject matter, indefiniteness, and
enablement are DISMISSED without prejudice as moot.

This is a FINAL JUDGMENT.

The Clerk shall enter this Order and provide a copy to all parties.

SIGNED on this the 22nd day of February, 2018 at Houston, Texas.

VANESSA D. GILMORE ™~
UNITED STATES DISTRICT JUDGE
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