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Note from the Editors

As economic signs point to a recovery from the severe global downturn, many companies
are positioning themselves for growth. Chinese companies that protect and assert their
intellectual property in China and abroad stand to benefit as they market their products
globally. We hope the information in this issue will help keep you informed as you guide

your own company’s business and legal strategies.

In this issue, we share good news for Chinese contract research organizations: a recent
federal circuit decision places limits on patent infringement liability for method patents. In
other IP legal news, we discuss the success of companies seeking to transfer cases out of the
Eastern District of Texas — and the challenges that remain. In addition, we summarize the

important efforts to harmonize Chinese patent litigation among the Chinese courts.

We are also happy to report a recent victory by Morrison & Foerster for firm client, AMEC,
as well as rankings listing the firm as among the most active in patent litigation cases in

the U.S. We hope that you find the Morrison & Foerster China IP Quarterly Newsletter
informative, and we welcome your feedback on these issues. A list of the members of our

editorial board and their contact information is included on the back page. m
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Federal Circuit Ruling Spells Good News for

In an en banc decision, Cardiac
Pacemakers, Inc. v. St. Jude Medical, Inc.,
2007-1296 (Fed. Cir. Aug. 19, 2009),
the Court of Appeals for the Federal
Circuit in the United States overruled a
previous Federal Circuit panel decision
and held that Section 271(f) of the

U.S. Patent Law, which provides a

form of offshore patent infringement
liability against persons who supply
“components” of a patented invention in
the U.S. for assembly abroad, does not
apply to method claims. This brightline
rule eliminates an uncertainty faced by
u.s. companies outsourcing research,
development, and manufacture activities
overseas, and significantly reduces their
risks of patent infringement liability. For
Chinese contract research organizations
(“CROY”), the Cardiac Pacemakers
decision should be particularly welcome
news, since U.S. companies may now

be even more willing to outsource

their research, development, and

manufacturing processes to China.

BACKGROUND AND PRIOR
JUDICIAL INTERPRETATION OF
§ 271(F)

35 U.S.C. §271(f) provides that one
who “supplies [] in or from the United
States all or a substantial portion of

the components of a patented invention,

where such components are uncombined

Chinese CROs

By Janet Xiao and Kun Wang

in whole or in part, in such manner as to
actively induce the combination of such
components outside of the United States”
shall be liable for patent infringement.

35 U.S.C. § 271(f)(1) (emphasis added).
It was enacted in response to the
Supreme Court case Deepsouth Packing
Co., Inc. v. Laitram Corp., which held
that shipment of unassembled parts of

a patented shrimp deveining machine
for assembly abroad did not constitute
patent infringement in the United

States. 406 U.S. 518, 527, 531 (1972).
To close a loophole created by Deepsouth
Packing that allowed U.S. companies to
circumvent the reach of U.S. patent law
by shipping components of infringing
products offshore and assembling them
outside of the U.S., the Congress enacted
§ 271(f) to make it a patent infringement
to supply components of a patented

invention outside of the United States.

In 2005, a Federal Circuit panel held
that § 271(f) applied to method claims.
Union Carbide Chemicals ¢ Plastics
Technology Corp. v. Shell Oil Co., 425
F.3d 1366 (Fed. Cir. 2005). Union
Carbide involved exportation of a catalyst
for performing a patented method of
producing ethylene oxide outside of the
United States. Finding the catalyst to

be a “component” under § 271(f), the
three-judge panel found that exportation

of the catalyst and use of the patented
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method abroad implicated § 271(f). The
court stated that “because 271(f) governs
method/process inventions, [defendant’s]
exportation of the catalysts may result in

liability” under that section. . at 1380.

In 2007, the Supreme Court in Microsoft
Corp. v. ATST Corp., 550 U.S. 437
(2007), examined § 271(f) in a different
context. The patent at issue in Microsoft
involved a computer for processing
speech. Microsoft shipped master
computer disks abroad. Copies of the
master disks were subsequently installed
abroad into computers; upon installation
of the master disks, the computers would
fall within the scope of the patent. The
Supreme Court found that Microsoft
did not supply combinable components
of a patented computer when it shipped
the master disks abroad to be copied.
Because the foreign-made copies of

the master disk that were installed on
computers were supplied from places
outside of the United States, the Court
held that Microsoft had not supplied
components from the United States and
thus could not be found liable for patent

infringement under § 271(f).

The Supreme Court noted that “[a]ny
doubt that Microsoft’s conduct falls
outside §271(f)’s compass would be
resolved by the presumption against

extraterritoriality.” /4. at 454. The
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Court, however, refrained from deciding
whether “an intangible method or
process . . . qualifies as a ‘patented
invention’ under § 271(f).” Id. at 452, fn
13. It thus remained unclear whether §

271(f) applies to method patents.

CARDIAC PACEMAKERS’
INTERPRETATION OF THE
STATUTE

Cardiac Pacemakers provided the Federal
Circuit an opportunity to address the
issue of whether § 271(f) applies to
method patents. The case concerned a
patented method for heart stimulation
using an implantable heart stimulator,
which includes the steps of determining
a heart condition, selecting cardioversion
as the appropriate therapy, and executing
a cardioverting shock. St. Jude sold
implantable cardioverter defibrillators
(“ICDs”) that were allegedly capable of
practicing Cardiac’s patented method.
Relying on Union Carbide, the district
court found that § 271(f) applied to
method claims, and that St. Jude’s
shipment of ICDs abroad could result in
patent infringement under the statute.
On appeal, a three-judge panel at the
Federal Circuit affirmed the district

court’s decision.

Rehearing the § 271(f) issue en banc,
the Federal Circuit in an 11-1 decision
overruled Union Carbide and held that §
271(f) does not apply to method claims.

In reaching its conclusion, the court
rejected Cardiac’s definition of
“component” in the statute which
would encompass “the apparatus

that performed the process.” /d. at

25. Rather, the court found that a
“component” of a product, device,

or apparatus is a tangible part of the
product, device, or apparatus, whereas a
“component” of a method or process is
a step in that method or process, which
is intangible. /4. at 23-25. The court
found support for such interpretation

in 35 U.S.C. § 271(c), which contrasts
“a component of a patented machine,
manufacture, combination, or
composition” with a “material or
apparatus for use in practicing a patented

process.” Id. at 25-26.

The court further noted that § 271(f)
requires that components of the patented
invention be “supplied.” Because the
ordinary meaning of “supply” implies

the transfer of a physical object, and
supplying an intangible step is a “physical
impossibility,” the court concluded that
the steps of a method claim cannot be

“supplied” as required by § 271(f). /. at 26.

The court found its interpretation of

the statute to be consistent with the
legislative history of § 271(f), which

was “almost completely devoid of any
reference to the protection of method
patents.” Id. ac 27. 'The court further
noted that the Supreme Court in
Microsoft “took a narrow view of § 271(f)
by stating that presumption against
extraterritoriality still applies to § 271(f),
even though that section specifically
extends the reach of U.S. patent law in

a limited manner.” /4. at 28-29. The
court concluded that the presumption of

extraterritoriality “compel[led]” the court
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not to extend the reach of § 271(f) to
method patents. Jd. at 29.

BUSINESS IMPLICATIONS OF
CARDIAC PACEMAKERS

Cardiac Pacemakers makes it clear that
U.S. companies that ship goods overseas
for practicing a method covered by a
U.S. patent cannot be held liable for
infringing the method patent. The
court’s ruling has profound implications
for companies conducting business in the

U.S. and overseas.

Over the years, particularly in the wake
of economic recession, it has become

a common business arrangement for
U.S. companies to export materials

to China and other offshore locations
where research, development, and
manufacturing processes take place.
This is evidenced by the booming CROs
in the biotech/pharmaceutical industry
in China. Over the years, China has
become one of the most attractive
destinations for pharmaceutical
outsourcing for various reasons such as
large patient pools, low cost, relatively
relaxed regulatory requirements, and rich
expertise and infrastructure. Cardiac
Pacemakers makes it clear that offshore
CROs conducting activities that would
have been infringing upon a method
claim if performed in the United States
would not expose U.S. companies
outsourcing the activities to patent
infringement liabilities under § 271(f). It
is thus foreseeable that U.S. companies
would be more willing to outsource

their research, development, and

manufacturing processes to China. m
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Supreme People’s Court Seeks to Harmonize
Chinese Patent Litigation

On June 18, 2009, the Supreme
People’s Court released for public
comment its draft Interpretation of
Several Legal Issues Regarding the
Handling of Patent Infringement

Cases (the “Interpretation”). When

finalized, the Interpretation (consisting

of 25 articles) will be the first national-
level judicial interpretation regarding
the handling of the common issues
arising in Chinese patent litigation.
The intent of the Interpretation is to
harmonize the application of patent
law and procedure among the Chinese
courts. This article briefly summarizes
some of the more significant articles in

the Interpretation.

CLAIM CONSTRUCTION

Articles 1-5 of the Interpretation
clarify the court’s role in
ascertaining the scope of the
patent claims. The scope of patent
protection is to be determined with
reference to the understanding of
the claims by persons of ordinary
skill in the art after reading the
specification and drawings. Where
the claim meaning understood by
a person of ordinary skill differs

from the literal claim language,

By Michael Vella and Harris Gao

The intent of the
Interpretation is

to harmonize the
application of
patent law and
procedure among
the Chinese courts.

the understanding of the person of

ordinary skill shall govern.

Similar to the law in the United
States, the intrinsic evidence governs
claim construction. To interpret the
claims, the court must refer to the
disclosure in the patent’s specification,
drawings, other claims, and file
history. Definitions of terms of
phrases provided in the specification
shall govern the construction of
those terms and phrases. Only if the
claim scope cannot be ascertained
from the intrinsic evidence may the
court consider extrinsic evidence
including technical literature and the
understanding of persons of ordinary

skill in the art.

MORRISON & FOERSTER LLP — PAGE 6

Where a patentee asserts that its
claim scope covers technical features
equivalent to those defined in the
claims, the court shall determine

the proper scope of equivalents. The
“equivalent technical features” are
those that perform basically the same
function, in the same way to achieve
the same result, and that, at the time
of infringement, can be conceived
by persons of ordinary skill without

further innovation.

Where a claim is expressed in terms
of functions or effects, the court
shall determine the content of the
technical features based on the
specific implementation disclosed
in the specification and drawings,

including equivalents.

UNCLAIMED ELEMENTS

Article 6 provides that any technical
solution disclosed in the claims or
specification but not recited in the
claims shall not be included in the
claim scope.

PROSECUTION HISTORY
ESTOPPEL

Article 7 expressly endorses the

principal of prosecution history
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estoppel, even though no such
principal is recited in the Patent Law.
Specifically, where a patentee has made
a narrowing amendment or argument
either voluntarily or in response to a
patent examiner’s request, the court
shall not accept any assertion by the
patentee that its claim scope covers the
broader subject matter abandoned
during prosecution. In short, despite
the absence of any statutory support,
the court should now uniformly
recognize both argument-based

and amendment-based prosecution

history estoppel.

ALL ELEMENTS RULE

Article 8 adopts the All Elements
Rule by providing that no technical
feature disclosed in the claims

shall be ignored in determining
infringement. Previously, the Chinese
courts were inconsistent in applying
the All Elements Rule. Indeed, it

was common practice for the courts
to apply the “Redundant Elements
Rule,” which allowed a court to ignore
certain claim elements as redundant
instead of giving meaning to each
claim limitation. See Beijing High
Court’s Opinion on Several Issues
Regarding Patent Infringement
Determination, September 2001.
The adoption of the All Elements
Rule by implication eliminates the

Redundant Elements Rule.

Although the
Patent Law does
not address

the principal

of contributory
infringement, the
Interpretation now
provides an explicit
legal basis for this
principal to be
applied consistently
in Chinese patent
litigation.

CONTRIBUTORY
INFRINGEMENT

Although the Patent Law does not
address the principal of contributory
infringement, the Interpretation now
provides an explicit legal basis for this
principal to be applied consistently

in Chinese patent litigation. Thus,
Article 16 provides that where an
accused infringer provides an article to
a third party knowing that the article
can be used by the third party only
as raw material, an interim product, a
component, or equipment to practice

a patented invention, the accused

MORRISON & FOERSTER LLP — PAGE 8
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infringer and the third party shall be
jointly liable for the infringement.
However, where the direct infringer’s
practice of the invention is not for

business purposes, the accused infringer

shall be solely liable.

PRIOR ART AS A DEFENSE

Consistent with the recent
Amendment to the Patent Law, Article
17 of the Interpretation provides that
an accused infringer may assert the
prior art as a defense. Specifically, the
defense may be established by showing
that the accused technology is the
same or equivalent to the technology
in the prior art. Notably, this defense
is one of non-infringement, not
invalidity. Therefore, the comparison
made for purposes of this defense is
between the prior art and the accused
product, not between the prior art and
the patent claims.

NO DEFENSE OF PRIOR

USER RIGHTS OR ILLEGALLY
OBTAINED TECHNOLOGY

The Interpretation also expressly
precludes the court from accepting two
defenses that previously might have
been considered in Chinese patent
litigation. First, Article 19 states that
the court shall not accept any defense
based on prior user rights. Thus, as in
the United States, even if a defendant
can establish that it independently
developed the accused technology

before the patent became public
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The Interpretation
also recognizes the
possibility of suits
for declaratory
judgment

under limited
circumstances.

knowledge, that fact will not prevail
over the plaintiff’s patent rights. The
exclusion of this defense highlights
for both Chinese and multinational
companies the importance of securing

early patent rights.

Second, Article 19 also precludes any
defense based on the allegation that
the technology or designs of the patent
were illegally obtained. In this respect,
the Chinese patent litigation process
differs from U.S. patent litigation,
which permits the defenses of unclean
hands and inequitable conduct.

STANDARDS-BASED WAIVER
AND ESTOPPEL

Perhaps reflecting the challenges
faced by Chinese companies that
only recently began participating in
the standard-setting organizations,
the Interpretation provides specific
guidelines for litigation involving

patents necessary to implement an

industry standard. Similar to the
U.S. law, the Interpretation recognizes
a defense to patent infringement
where the patentee knowingly fails
to disclose the asserted patent during
the standard-setting process. In
such cases, the court may find that
the patentee has authorized the
public to practice the patent when
the standard is implemented. This
defense, however, does not apply

if the patent is not necessary to

implement the standard.

The Interpretation recognizes that, as
part of the standard-setting process,
patentees may disclose the terms

under which others are licensed to

use a patent adopted as an industry
standard. The court will therefore
entertain cases alleging infringement
based on the allegation that the
defendant did not comply with the
disclosed license terms. However,
where the disclosed terms are obviously
unreasonable, the court may adjust the
license terms in the litigation. Where
no license terms are disclosed or the
terms are imprecise, the court may
resolve the situation if the parties are

unable to do so through negotiation.

DAMAGES

In determining damages based on the
infringer’s profits, the court must limit
the damages to the portion of the profit

attributable to the use of the patent.
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Any profits earned by the infringer due
to other factors are excluded from the

damages calculation.

Where an infringing product is a
component of a final product, the
court shall reasonably determine
damages based on a variety of factors,
such as the value of the component
and the function of the component in
creating profit for the final product.

If the court finds that the value of the
final product is mainly attributable to
the component, it may award damages
based on the profit of the final product.

DECLARATORY JUDGMENT
JURISDICTION

The Interpretation also recognizes

the possibility of suits for declaratory
judgment under limited circumstances.
Specifically, the court may accept such
suits where a patentee who issues a
warning letter to an alleged infringer
fails to withdraw its warning letter or
file a lawsuit within one month of the
date it receives a written request from
the alleged infringer demanding that it

enforce the patent right.

The Interpretation includes a variety

of other provisions, including several
provisions regarding the procedure
governing the litigation of design patents.
For more information, our readers are

encouraged to contact the authors. m
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Can Chinese Companies Transfer Their

Patent Cases Out of the Eastern District of Texas?

By Michael Vella and Wang Yan

If a successful Chinese high-tech
company is doing business in the
United States, that company may one
day find itself a defendant in a patent
case before the U.S. District Court for
the Eastern District of Texas. In recent
years, the Eastern District of Texas
has become a popular destination for
patent holders to file their complaints
due to its quick time to trial and its
reputation as a venue favorable to
plaintiffs. Furthermore, plaintiffs
who filed cases in the Eastern District
felt confident their case would stay
there because the court rarely granted
defendants’ motions to transfer - even
in cases where the only connection to
the district was the sale of an accused

product that was sold nationwide.

But two recent appellate decisions have
changed the legal landscape regarding
motions to transfer patent cases in the
Eastern District of Texas. The Eastern
District’s initial opinions following
these two appellate decisions suggest
that more cases will be transferred
from the Eastern District. As
discussed below, a Chinese company
may be able to transfer the case out of
the Eastern District if it can prove the
case has more connection with anther
district court.

o0 0000000

In recent years,
the Eastern District
of Texas has
become a popular
destination for
patent holders to
file their complaints
due to its quick
time to trial and

its reputation as a
venue favorable to
plaintiffs.

The broad outlines of the governing
law on motions to transfer are well
established: in assessing a motion to
transfer, the court must consider “the
convenience of parties and witnesses.”
28 U.S.C. § 1404(a). The convenience
determination involves both public and
private interest factors. Altogether,
there are approximately 10 factors that
are considered by the court.! However,
there is no simple recipe prescribing
the result if the factors are pointing in

different directions. Recently, both

MORRISON & FOERSTER LLP — PAGE 12

the Fifth Circuit (the appellate court of
the Eastern District) and the Federal
Circuit (appellate court for patent
cases) applied this multiple-factor test
in Eastern District cases. Both cases
suggest a trend lowering the threshold

for transfer.

The first appellate case to significantly
influence transfer law in the district
was not a patent case, but instead a
case relating to a car accident. /n re
Volkswagen of America, Inc., 545 F.3d
304 (5th Cir. 2008) (en banc). In
Volkswagen, an accident in Dallas

- which is located in the Northern
District of Texas - led to a product
liability case filed in the Eastern
District of Texas. Volkswagen moved
to transfer the case to the Northern
District, arguing that the vehicle was
purchased in Dallas, the accident
occurred in Dallas, the witnesses were
Dallas residents, and Dallas police
and paramedics responded to the
accident. /d. at 315-16. Volkswagen
asserted that no parties, no witnesses,
and no sources of proof were located
in the Eastern District. /d. The trial
judge denied transfer, and the case

was appealed.

The Fifth Circuit reversed the trial

judge’s decision, finding several errors
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in the district court’s reasoning.

Id. at 316-18. The court held that

the district court did not give
sufficient importance to the factor

of “accessibility and location of
sources of proof” when it held that
the advances in copying technology
and information made the Eastern
District as convenient as Dallas.

The Fifth Circuit explained that

this factor is still relevant despite
technological advances. Because all of
the documents and physical evidence
were in Dallas, that factor favored
transfer. /d. at 316. As to the cost of
attendance for willing witnesses, the
court emphasized the importance for
the witnesses’ convenience. This factor
also favored transfer. Finally, the
court held that the factor of “having
localized interests decided at home”
strongly favored transfer, as virtually
everything relating to the accident was
in Dallas. Id. at 317-18. As a result,

the court ordered the transfer. /d.

It did not take long for a patent
infringement defendant to take the
issue to the Federal Circuit. In /n re
TS Tech USA Corp., 551 F.3d 1315
(Fed. Cir. 2008), Lear Corporation
sued TS Tech in the Eastern District,
alleging that certain automobile
headrest assemblies infringed its
patent. /d. at 1318. Lear asserted that
TS Tech sold its products to Honda,
which in turn sold its cars throughout
the United States, including in the
Eastern District. /d. TS Tech moved

to transfer to the Southern District of
Ohio, arguing that all of the physical
and documentary evidence and the
witnesses were located in Ohio, in
nearby Michigan, or in Canada. /d.
The district court denied the motion,
and TS Tech filed a petition for a writ

of mandamus in the Federal Circuit.

The Federal Circuit found that TS
Tech had met the standard for a writ
and found that the district court had
clearly abused its discretion. Applying
Fifth Circuit law, the Federal Circuit
found several key instances in which
the district court’s order did not

comply with Volkswagen.

First, the district court gave too much
weight to Lear’s choice of venue,
finding that the plaintiff’s choice

is not a distinct factor but instead

is simply related to the defendant’s
burden of proof in seeking transfer.

Id. at 1320. Second, the district court
ignored the Fifth Circuit hundred-
mile rule regarding cost of attendance
of witnesses. Because all of the key
witnesses were more than a hundred
miles away in Ohio, Michigan, or
Canada, this factor strongly favored
transfer. Id. Third, the district court
erred by not giving enough importance
to the factor regarding the relative ease
of access to sources of proof. Id. at
1320-21. Because the vast majority of
the physical and documentary evidence
was in Ohio, Michigan, or Canada,
the factor favored transfer, even if some

electronic documents could be easily
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transported. /d. at 1321. Fourth,

the district court disregarded Fifth
Circuit law in analyzing the public
interest in having localized decisions
decided at home. On the other hand,
there were no meaningful connections
between the case and the Eastern
District - none of the parties had an
office in Texas, no witnesses resided in
Texas, and no evidence was in Texas.
Accordingly, the Federal Circuit
granted the writ and ordered transfer

to Ohio.

There have been just a few decisions

in the Eastern District on motions to
transfer in the few months since 7§
Tech issued. Although it is difficult to
speculate based on these decisions, the
cases suggest trends, and it is clear that
Volkswagen and TS Tech have changed
the way transfer motions are decided in

the Eastern District.

In Odom v. Microsoft Magistrate Judge
Love (of Tyler) transferred a case to
the District of Oregon, where the
plaintiff resided. As to the relative
ease of access to the sources of proof,
the court held that Texas and Oregon
were “equally convenient” venues with
respect to electronic information.
Nevertheless, the court found that

the convenience of the witnesses -
almost all of whom were in the Pacific
Northwest - favored transfer. /4. The
court specifically noted that it was
“not a case where witnesses are spread
out all over the country or the world,”

suggesting that the outcome might
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While these three
cases offer only a
limited perspective,
the cases suggest
several potentially
important changes
in Eastern District
transfer practice.

have been different if that had been the
case. Id. at 8. The court found most of

the other factors neutral.

In PartsRiver v. Shopzilla Judge Folsom
granted a motion to transfer the case
to the Northern District of California.
The court noted the “regional nature”
of the case and found that California
would clearly be more convenient for
the parties and the potential witnesses.
The court also found “that the overall
nature of this case, considering all of
the involved parties, is regional and
would therefore be more conveniently
handled by the Northern District of
California.” 7d.

In Novartis v. Hoffiman-La Roche,

et al., Judge Folsom denied transfer
in a case where the parties were
distributed across the country. The
court explained, “Plaintiff points out
that the relevant proof in this case is

spread throughout the nation — as

[the accused product] was developed
in North Carolina, was approved

by the FDA in Washington D.C., is
presently manufactured in Colorado
and Michigan (and Switzerland), and
is sold throughout the United States.”
Id. at 4. Moreover, the plaintiff

was located in California, and the
defendants were located in Colorado,
North Carolina, and New Jersey. 7d.
at 4-5. The North Carolina defendant

had moved to transfer the case there.

While these three cases offer only a
limited perspective, the cases suggest
several potentially important changes
in Eastern District transfer practice.
First, where none of the parties have
a connection to the Eastern District
and there is another jurisdiction that
plainly has a substantial connection
to the case or is far more convenient,
the case has a high probability of
being transferred. Second, where the
parties are from multiple geographic
regions across the country and no
single venue would clearly be more
convenient, transfer is less likely.
Third, in assessing whether transfer
is appropriate, electronic evidence
appears to be less significant than
physical evidence and the location of

the witnesses.

Whether Chinese companies will be
able to take advantage of these new
case developments to transfer their

cases out of the Fastern District will
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largely depend on the facts of their
particular case. For example, in

a single defendant case, where the
Chinese company’s U.S. operations
and the plaintiff’s headquarters are
both located outside of Texas in
near proximity to each other, it may
be possible to secure transfer by
demonstrating the convenience of a
nearby jurisdiction to both parties.
However, in a multi-defendant
case, the analysis will be more
complicated. In that case, a
transfer may be more difficul,
given a transfer would normally
make the case more convenient
for some defendants while making
it more difficult for others.
Chinese companies, therefore,
should consider the facts of their
particular case carefully before
filing a motion to transfer in the

Eastern District of Texas. m

! Courts balance the following “public”
interest factors: (1) the administrative
difficulties caused by court congestion;

(2) the local interest in adjudicating local
disputes; (3) the unfairness of burden-

ing citizens in an unrelated forum with

jury duty; and (4) the avoidance of
unnecessary problems in conflict of laws.
The “private” factors are: (1) the plaintiff’s
choice of forum; (2) the convenience of the
parties and material witnesses; (3) the place
of the alleged wrong; (4) the cost of obtaining
the attendance of witnesses and the avail-
ability of the compulsory process; (5) the
accessibility and location of sources of proof;
and (6) the possibility of delay and prejudice
if transfer is granted.



VE X =NEM
=4 T B RRE
s, (HIERE 7R
TR EBRB R
TR AT RE A AL
JINEZEARLL

PR 380y ) N AE WL 45 BT
7 J 3 AR 7 A
o AT, VkBEECEIE AT
Je& ()R 1 X — SR —— L
TP R AR s AT T ORP
PUAL L X ——SCHF R IR %
e (R b D R BERE a4
H, BlZZIFAR S HAlE
N o A AE 4 [ B A 524 4
E S LN TN RS ST N
AT AE 4 [ B o5 it , D&
R hAH. (FL,
Heul. ) ERHAEHERZE
VN R SRVA L)

{E “PartsRivertf ShopzillaZE ”
W, V5 F Folsom#tb ¥ T4 &
PERE 3 200 N AL DXV B 1 H
o WEBEsmE T RO M
JIFAE” 5 BT I AR R
1 NONTR] BE FRE N BE n i
Mo EBeicEoE, “HEM

W R HFEN, AR
(1) 3 AR o A 2 7 PR
DAL St o ) Al DX 9 Bt 52 38 B
oWk P G il SO

FE U R R
PRAFAFEAFZE o,
bR D kg P 2 G e ok
FR LB IL-R BRI M .
12 'H Folsom#F 44 1% %5, H
Z A N o A AE 4 1
Ko VEBEMERERR, IR
8 A S I AH SGHIE 3R 4 5L
A S H——R R [ 77
SRR B RGN T K1)
& H AR iRy X ) 56 [ 2
i MR REHER, H e
BEZ b 22 P R M R
i) i, IF HARSEE A
Egts, 7 (H L2400 o
1300/ N VA R/ 1L P 14
HATRP 2, bR
Ky NAFEEVG M . (F E
H4-550, )

ooooooooo

RAEEX=A R0 4 TAT
PR SE M, (HILHT 7R T ARIX
TR BEAS AU AT e A A KL
NEEARM. H, WRY
N R Xk B A ik
A, HAFAEAR W] W 55 S AF
A3 SE UK R A SN 7 Y
g rEE X, MRt
AL I K w] BE TR WEAR K.
B, WmRHFANKAaE
ZAAFEIMX, i Hoxk S A

MORRISON & FOERSTER LLP — PAGE 17

SUPRA

CHINA INTELLECTUAL PROPERTY QUJARTERLY NEWSLETTER

0 018068

111355 VAT WA P St 1
SEIMAEA R, U 5 00 H] fig
PERRAR o =, TEVPAL 2
HESBEN, 59yt
AUE N BT A EE,  HL 7k
[V R B/

A F 2 T RE A IX LT
1) ZE At 1F J 1 DK H R B
o AR DXV e AR R S L Rk
FH AR . #lan, 1Y
M EMEgT, R
H A H ) 3 [ I R R
EE DS (VAN (el | T
{ER N VA R -l T
W) AT DL o i B R T A R
a5 XO0E X Ty 389 7 A i Ty X s
MR, HEEAZ NS
WA, JEAT 20 #r ol e Bt
WERT . EIZSEM4T,
BE R, Ko
FEM 23 A0 A ZE A R S
5 AR R R, % oA
B I8 CE 2 R, R,
w28 A LE ) A AR DX B
P R HEET, NINEHE
JEH AR . =

VOB BT R A AL RIS ER: (1) B
PSS AT BE IR M (2) Mg 4 e i 7
I RIS s (3) A TERVRIA M 23 RARAAEE
WSS I A LU (4) 8 G A By i A
PRI

RN RS (1) BUSRVRIAE R (2)
AR ZEIE A M EAIE; (3) W BT
ML RT: (4) AEUE R JEE AR AR LA R S AR
PTRTAT L (5) TR AR IR T S ML AN P 5
LA (6) FHHERS 15 5 S B A R RS LR 7T e o



RECENT AWARDS &
ACCOLADES

MoFo’s Patent Litigation practice was
ranked as the 7th most active practice
in IP Law & Business’s 2009 survey
of new engagements in U.S. district
court patent cases filed last year. The
practice jumped from the 11th spot
in the 2007 survey. The survey also
ranked the firm as the 3rd most active
representing defendants for the same
time period. For this survey, the
publication counted cases that were
filed in U.S. federal district courts in
2008 and were active as of February
1, 2009.

MORRISON & FOERSTER
WINS SUMMARY JUDGMENT
FOR AMEC

Morrison & Foerster obtained a
summary judgment for its client
AMEUC that the employment
agreements at the center of a trade
secrets dispute between AMEC
and its rival, Applied Materials
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Inc. (“Applied”), are invalid and
constitute unfair competition under

California law.

Applied sued AMEC in October
2007 after several of Applied’s

former employees went to work for
AMEC. The suit claims the former
employees filed patent applications
in China, Japan and the U.S. that
disclosed Applied’s trade secrets

to the public and violated the

employment agreements.

Under the Applied employment
agreement, it was assumed that any
patent application a former Applied
employee filed within a year of leaving
the company relates to an invention
he or she created during his time with
the company, and the application was

deemed assigned to Applied.

AMEC argued that the agreements
constituted unenforceable non-

compete agreements under California

law because they restricted employee
mobility, requiring former Applied
employees to sign over inventions even
if they resulted from independent
research. In his May 20 ruling, Judge
Ware sided with AMEC, finding that
the agreements were unenforceable and
constituted unfair competition under

California law.

Harold McElhinny, a partner with
Morrison & Foerster and lead attorney
for AMEC, said it was common for
employers in California to attempt to
circumvent the state’s restrictions on
noncompete agreements by putting
provisions in their employment
agreements similar to Applied’s IP
restriction, and that “it is really
important” for the courts to strike
down these provisions. Gerald Yin,
AMEC’s chief executive officer, said
the decision marked a victory for

innovators, entrepreneurs, and all

high-tech workers in California. =

If you have questions or would like to discuss any of the articles contained in this issue of Morrison & Foerster’s China IP

Newsletter, please feel free to contact any of the following authors:

Michael Vella
Shanghai

mvella@mofo.com

Harris Gao
Shanghai

hgao@mofo.com

Janet Xiao
Palo Alto

jxiao@mofo.com

Kun Wang
San Diego
kwang@mofo.com
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Yan Wang
Washington, D.C.
wyan@mofo.com
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This newsletter addresses recent intellectual property updates. Because of its generality, the information provided herein may not be applicable in all

situations and should not be acted upon without specific legal advice based on particular situations. If you wish to change an address, add a subscriber,
or comment on this newsletter, please email J. David Harvey at dharvey@mofo.com (East Coast, U.S.), Michael Zwerin at mzwerin@mofo.com
(West Coast, U.S.) or Priscilla Chen at priscillachen@mofo.com (China).
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Our clients are innovators, scientists, and business leaders like you. Today, more
than ever, technology companies need the best legal advice and strategic counseling
to drive their ideas to success in the global marketplace. That's why tech leaders turn
to us for business-minded solutions to their most complex legal issues.

One thousand lawyers in the world's key finance and technology centers. One
compelling mission: to deliver success for our clients.

MORRISON FOERSTER
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