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Note from the Editors

First, we would like to thank the many readers who provided feedback on our inaugural issue
of the Morrison & Foerster China Intellectual Property newsletter. We are glad that you found
the articles informative, and appreciate your comments on making the information as relevant

to Chinese companies as possible.

In this issue, we first discuss the Third Amendment to the Chinese Patent Law (“Third
Amendment”) and the High Court’s recent Comments on implementing the National
IP strategy. We also discuss some strategic uses of continuation patent applications made

possible by the Third Amendment.

This issue of the newsletter also discusses the implications of Chint v. Schneider, a case that has
received worldwide attention, and what the ruling means for both Chinese companies that hold

intellectual property assets and multinational companies accused of infringement in China.

We are also happy to report two recent victories secured by Morrison & Foerster LLP for
Acon Laboratories, which has operations both in the U.S. and China; and Evapco, Inc, a U.S.

manufacturer of water treatment devices.

We hope you find Morrison & Foerster’s China IP Quarterly Newsletter informative, and we

will continue to monitor the latest developments to keep you informed. m
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On June 5, 2008, China’s State
Council issued the “Outline of
National Intellectual Property
Strategy,” which set forth a strategic
goal that, by 2020, China will become
a country with a comparatively

high level of creation, utilization,
protection, and administration of
intellectual property rights. As steps
towards implementing this strategy,
the National People’s Congress
approved a Third Amendment to

the Chinese Patent Law (the “Third
Amendment”) on December 27,

2008, and the People’s Supreme Court
published “Comments of the People’s
Supreme Court on Implementing the
National Intellectual Property Rights
Strategy” (the “Comment”) on March

30, 2009.

This article discusses the key changes
introduced by the Third Amendment
and the key points raised by the

Comment.

KEY CHANGES INTRODUCED
BY THE THIRD AMENDMENT
TO CHINESE PATENT LAW

The Third Amendment, which

will come into effect on October
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1, 2009, reflects China’s desire to

bring the Chinese patent law into
closer conformity with international
standards. It specifically recognizes
that the patent system promotes not
only “the development of science and
technology,” but also “the development
of economy and society.” The Third
Amendment has introduced significant
changes that will impact procurement
and scope of patent protection, and

enforcement of patent rights.

Higher patentability standard

The Third Amendment has raised the
patentability standard by broadening

the definition of prior art. Under the
current law, the fact that an invention
was publicly used or known to the public
in countries other than China does not
affect the patentability of the invention.
The Third Amendment has removed this
territory restriction, and defines prior

art as “any technology known to the
public in this country or abroad before
the date of filing.” Thus, an invention
that was made, publicly known, or used
outside China can no longer be patented
in China. Public use or knowledge
outside China may also be relevant to the

determination of inventiveness.
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The Third Amendment has also

raised the standard with regard to
conflicting applications. A “conflicting
application” refers to an application
that was filed before but published
later than the filing date of the subject
application. Under the current law,

an earlier filed application can destroy
the novelty (but not inventiveness)

of later patent applications filed by

a different applicant. On the other
hand, an earlier filed application does
not constitute prior art against a later
patent application filed by the same
applicant. The Third Amendment has
eliminated this difference, making

the earlier filed application prior

art regardless of the identity of the
applicant. Applicants who file multiple
applications with overlapping subject
mactter should pay particular attention
to this provision, and should carefully
analyze the different applications to
ensure that the earlier filed patent
applications do not destroy the novelty
of the later filed applications.

Removing “first filing in China”
requirement

Under the current law, whenever a

Chinese entity or individual intends
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to file a patent application in a foreign
country for an invention made in
China, it or he must first file an
application in China. The Third
Amendment has now removed this
requirement, and provides that “any
entity or individual may file a patent

application in a foreign country for its/

his invention-creation made in China.”

Importantly, the Third Amendment
has also added a new requirement for
national security review. Before a
party can file a patent application first
in a foreign country for an invention
made in China, it needs to obtain
clearance from the State Intellectual
Property Office (“SIPO”) for a
national security review. Notably,

the requirement of national security
review applies not only to a Chinese
entity or individual, but also to foreign
entities or individuals who made their
inventions in China. Foreign entities
having research centers in China
should pay particular attention to this
provision, as the consequence of not
complying with the national security
review requirement will be the loss of
the right to patent in China. SIPO
will promulgate detailed regulations
on national security review in the
near future. However, based on our
conversation with Chinese patent law
experts and SIPO officials, we believe

that, for most applicants, the national
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security review probably will only pose
a procedural, rather than substantive,
hurdle for filing overseas. In
particular, the review is likely to focus
more on the field of the invention

rather than the invention itself.

Clarifying patent rights of co-
ownets

The current law is silent on whether
and how a patent co-owner can
individually exploit co-owned patents
or patent applications. The Third
Amendment has clarified that, where
a patent application or patent is co-
owned by two or more parties, any

of the co-owners could individually
exploit or authorize others to exploit
the patent right through nonexclusive
licensing agreements. However, the
royalty obtained from the license of
the patent right must be shared by all
of the co-owners. However, consent
from all co-owners is needed for any
other ways of exploiting the co-owned
patent rights, such as exclusive licenses

and patent assignments.

Codifying prior art defense
The Third Amendment has introduced

for the first time the concept of prior
art as a defense to infringement under

the Chinese patent law.

Under the current law, a defendant in a
patent infringement case cannot assert

invalidity as a defense in court, but
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needs to file an invalidation petition
with the Patent Reexamination
Board. The patent infringement and
invalidation proceeding typically
run in parallel to each other. Such a
parallel system frequently results in a
prolonged infringement proceeding,

and inconsistent results.

Under the Third Amendment, there
can be no infringement if an alleged
patent infringer can show that the
allegedly infringing technology was
known before the filing date of the
patent. The alleged infringer may
assert the prior art as a statutory
defense to infringement, by showing
that its technology or product
“belongs to prior art.” This prior
art defense would not invalidate the
patent. To invalidate the patent, the
alleged infringer would still need to
file an invalidity petition with the

patent office.

Introducing a prior art defense reflects

a first step towards taking the strength
of the patent into account in a patent
infringement proceeding. Nevertheless,
it should be noted that, the comparison
in the prior art defense is carried out
between the accused technology and
the prior art, rather than between the
claim scope of the allegedly infringed
patent and the prior art as in a patent

invalidation proceeding.
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Strengthening enforcement of
patent rights

The Third Amendment significantly
strengthened enforcement of patent
rights in several ways. First, the Third
Amendment explicitly states that the
damages for patent infringement shall
include reasonable expenses incurred
by the patent owner for stopping the
infringement activities. It also provides
statutory damages from 10,000 RMB
to 1,000,000 RMB (approximately
from US$1,500 to US$150,000).
Second, the Third Amendment also
explicitly states that, where the evidence
may be lost or it may be difficult

to obtain later on, the patentee or
interested party may petition the court
to provide evidence preservation before
instituting a lawsuit.

Clarifying compulsory license
requirement

The Third Amendment provides
that a compulsory license may be
granted where: 1) the patentee, three
years after the grant of the patent
right and four years after the date
of filing of the patent application,
has not exploited the patent or has
not sufficiently exploited the patent
without any justified reason; and 2)
the patentee’s use of the invention
constitutes monopolistic behavior.
The Third Amendment further gives
the SIPO the authority to grant

compulsory licenses, for the purpose

- (¢
D5UPRA
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of public health, to manufacture a
patented drug and export the drug
to countries or regions in conformity
with the provisions of relevant
international treaties in which China
participates. This amendment brings
China into conformity with the
Declaration on the TRIPS Agreement
and Public Health of 2001 and the
WTO Decision of 2003 on the
Doha Declaration with respect to

compulsory licensing.

Other changes

The Third Amendment also introduced
some additional changes to which close
attention should be paid. For example,
the Third Amendment introduced a
“Bolar” exception, which exempts from
patent infringement the manufacture,
import, or use of a patented drug

or patented medical device by any
person in order to acquire information
necessary for regulatory approval. The
Third Amendment also introduced

an “international patent exhaustion”
provision, which provides that, after

a patented product was sold by the
patentee or an individual authorized by
the patentee, its importation into China

shall not be deemed an infringement.

In addition, the Third Amendment
requires that, for an invention created
using genetic resources, the initial and
direct origins of the genetic resources

should be disclosed in the patent

MORRISON & FOERSTER LLP — PAGE 6

description. The Third Amendment
also contains many provisions that will
significantly impact the scope, strength,

and enforceability of design patents.

Finally, the Third Amendment
provides that only one patent may

be granted for one invention, but
implicitly confirms that it is acceptable
to simultaneously file applications for
utility model and invention patents
for the same technology, so long as
one abandons the utility model patent
upon grant of the invention patent.
This is significant for many, primarily
domestic, applicants, who frequently
take the strategic approach of securing
a quick but limited patent protection
on a utility model patent (which only
undergoes formality examination)
while the invention patent application
is still going through substantive
examination.

KEY POINTS RAISED BY THE
SUPREME COURT’S COMMENT

The Supreme Court’s Comment set out
a series of goals toward implementing
China’s national intellectual property
strategy. Provided herein are some key
points raised in the Comment.

Promoting guiding roles of Chinese
courts on intellectual property cases

Underscoring the importance
of intellectual property to the
establishment of an innovative
country and development of the

national economy, the Comment
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discusses extensively the guiding role
of Chinese courts on intellectual
property cases and the importance
of establishing an efficient and
comprehensive legal environment for

intellectual property protection.

In particular, the Comment calls for
studying the feasibility of setting up
unified intellectual property tribunals
and intellectual property appeal courts
in China. According to the Comment,
a unified intellectual property tribunal
system will ensure efficiency and
consistency, as well as allow integration
of all IP-related civil, criminal, and
administrative proceedings. Similarly,
an effective IP appeal court is expected
to effectively streamline the procedure
for appeals and enhance efficiency and
consistency in making decisions and
judgments. The precise mechanisms of
setting up such unified courts are not
yet clear; neither is a timeline provided

in the Comment.

The Comment also stresses the
necessity for a unifying legal standard
for intellectual property cases and
discusses the possibility of establishing
a Chinese case law guiding system.
The Comment urges that courts
promptly issue decisions with clear
explanations and reasoning, ensure
consistency in applying the legal
standards, and make the judicial
proceedings and issued decisions
publicly available. Although the

Comment does not clearly delineate

the means for establishing a case law
guiding system, it is clear that more
importance will be attached to the
guiding roles of prior intellectual
property cases.

Enhancing intellectual property
protection against infringers

Determined to strengthen the
protection of intellectual property
rights in China, the Comment
stresses the importance of more severe
sanctions against intellectual property
infringers, particularly for malicious
infringement, repeat infringement,
and large-scale infringement. The
Comment calls for the courts to

use all means, including damages
compensation, injunctive relief,
mitigation, and seizing goods, to
ensure that infringers are effectively
deterred and that damaged parties are

fully compensated.

With regard to injunctive relief, the
Comment states that preliminary
injunctions should be actively
granted for trademark and copyright
infringement cases, especially for
intentional infringement such as
counterfeiting and pirating. In
patent cases, on the other hand,
preliminary injunctions should be
granted more prudently.
Improving jurisprudence

on monopoly act and unfair
competition

The Comment clarifies that, for

a competitive activity that is not
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specifically regulated by anti-unfair
competition law, it can only be
identified as unfair competition if
such activity is not in accordance with
publicly recognized business standards
and common understanding. The
Comment cautions that, in areas
where there is no business standard
and no trade secret involved, unfair
competition should not be determined
merely on the basis that the activity
utilizes or damages a particular

competitive advantage.

The Comment further emphasizes

the need for active initiation of trials
in anti-monopoly cases, including
anti-monopoly cases involving misuse
of intellectual property rights. The
Comment provides that courts should
improve the quality of investigation
during the trials of anti-monopoly
cases and learn to build on previous
trial experience. The Comment also
calls for prompt clarification of judicial
principles, judgment standards, and
procedural rules relating to anti-

monopoly trials.

CONCLUSION

The Third Amendment and Supreme
Court’s Comment reflect significant
steps China has taken to improve

its intellectual property protection.
We expect these provisions will have

significant impacts down the road. m
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Under the current law, where a
Chinese entity or individual intends
to file a patent application in a foreign
country for an invention made in
China, it or he shall first file an
application in China. This “first
filing in china” requirement is being
removed by the Third Amendment to
the Chinese Patent Law (the “Third
Amendment”). Thus, effective on
October 1, 2009, “any entity or
individual may file a patent application
in a foreign country for its/his

invention-creation made in China.”

This change in law gives Chinese
companies more flexibility in obtaining
patent protection. In particular, it
enables Chinese companies to take
advantage of favorable patent practices
existing in other counties. This article
will discuss one particular procedure
that is unique to the United States:
Provisional Patent Applications, and
how Chinese companies can use

this procedure to obtain better

patent protection.

As Chinese patent law has required
first filing in China, the common
practice for Chinese applicants has
been to file in China first, then in the

U.S. or other countries within one

Patent Filing Strategy for Chinese Companies
After the Third Amendment:
U.S. Provisional Patent Application

By Harris Gao

year of the original filing date. When
filing in the U.S. or other countries,

translation is required.

Another popular practice is to file a
PCT application (either in Chinese

or English) using SIPO as the PCT
receiving office first. The applicant then
needs to apply for patents in individual
countries (national stage) within 30

months of the original filing date.

Under the Third Amendment,

starting on October 1, 2009, Chinese
applicants will have more flexibility,
and can first file their patent
applications in any countries (after
passing a national security review).
Among the many new possibilities,

the option of first filing a provisional
patent application in the United States
is particularly interesting. It is an easy,
effective and low-cost way to establish
priority, and can defer the patenting
process and its associated fees for up

to a year. Also, as explained below, it
pushes the patent term back for up to a
full year. While it may not be suitable
for all applicants, it offers some distinct

advantages in certain circumstances.

The United States established the

provisional patent application
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procedure on June 8, 1995. The

basic requirement for filing a
provisional patent application is a
cover sheet identifying the application
as a provisional application, and

a current basic filing fee of $220

($110 for small entity). There is no
formal requirement for a provisional
application except that: it may be filed
in a language other than English; it
does not need to include any particular
section; it does not require formal
drawings; and it does not require any
claims. In fact, the USPTO does not
conduct any substantive examination
of the provisional application. Rather,
the provisional application establishes
an official U.S. filing date. It will not
mature into a patent by itself, but must
be converted into a nonprovisional
patent application within a year after

the original filing date.

Thus, although provisional application
has no formal requirements, the
applicant still needs to include all

the essential technical details in the
provisional application. Otherwise, the
provisional application would not be
effective in securing priority. Thus, it

is important not to “jump the gun” by
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filing a provisional application before

the invention is ready for patenting.

Since the provisional application
does not have formal requirements,
the costs for filing a provisional U.S.
application can be much less than
filing for a nonprovisional application.
In particular, the provisional U.S.
application can be filed in Chinese,
so translation costs can be deferred
as well. See 37 CFR 1.52(d)(1) (“If
a provisional application is filed in

a language other than English, an
English language translation of the
non-English language provisional
application will not be required in
the provisional application.”). “An
English-language translation of the
prior-filed provisional application
and a statement that the translation
is accurate” is required when filing a
nonprovisional application claiming
the benefit of such provisional

application. 37 CFR § 1.78(a)(5)(iv).

The filing of the provisional patent
application does not start the 20-

year patent term. Rather, the patent
term starts only when the provisional
application is converted into a
nonprovisional application. Thus,

a provisional patent application
effectively extends the patent term for
up to a whole year. This is particularly

useful for pharmaceutical inventions

CHINA INTELLECTUAL PROPERTY QUARTERLY NEWSLETTER

where the life of the technology is
long. If a provisional application

is filed primarily for the purpose of
lengthening the patent term, it should
be prepared as if it is a nonprovisional
application to avoid any challenge of

the priority date on disclosure grounds.

A provisional U.S. application
establishes an international priority
date with minimum cost. This
priority date is recognized around the
globe, and the applicant may claim
the benefit of this priority date when
filing in the United States, in other

countries, or under the PCT.

A provisional U.S. application offers
applicants more flexibility in seeking
patent protection. It gives applicants
up to one whole year to determine
whether or not to invest the money
and time to seek a nonprovisional
patent. This is useful when a company
has a lot of technologies on which it
may seek patent protection, but has not
decided which ones are valuable. This
could be important where the life of the
technology is very short and it is hard to
predict the direction of the technology,

such as the telecommunication industry.

Provisional U.S. applications are
particularly useful when a company
makes incremental improvements

in a particular field over time. For
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example, the company may make an
improvement every two months, and

it would be burdensome and costly to
file nonprovisional application every

two months. One common practice in
this kind situation is to file a provisional
application whenever an improvement is
made, and to combine several provisional
applications into a nonprovisional patent
within one year after the filing date of

the first provisional application.

The provisional application procedure
has becoming increasingly popular in
the United States. Currently, 1/3 of all
patent applications filed in the United
States are provisional applications.

It is an easy, effective and low-cost
way to establish priority, and offers

a very flexible path to obtain patent
protection, but it is only suitable

in certain circumstances. Chinese
companies can take advantage of this
unique procedure after the Third
Amendment takes effect on October 1,
2009, but should carefully weight its

potentials against its limitations. m
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Chint v. Schneider

$23 Million Aberration or the Future of
Chinese Patent Litigation?

By Michael Vella

On April 15, 2009, in a moment of rare
drama in the world of patent litigation,
the Zhejiang High People’s Court
halted the appellate hearing in the case
of Chint Group v. Schneider Electric
just ten minutes after the hearing
began. The Court had just received a
notice that the parties had reached a
mediated agreement, which was even
then on its way to the Court. Under
the settlement, Schneider, a French
company and global leader in the low
voltage electronics industry, agreed

to pay Chint, a Chinese electronics
company, the sum of RMB 157 million
(approximately US $23 million) as part
of a global resolution of their disputes.
The settlement leaves many wondering
whether Chint v. Schneider represents

a watershed moment of change in
Chinese patent litigation or is merely a

$23 million aberration.

Schneider and Chint had been litigating
in various countries since the 1990s
when Schneider first sued Chint in
Europe. It appears that Chint learned

the lessons of high-stakes litigation

well. In August 2006, Chint filed a
counter-lawsuit in its home forum of
Wenzhou, asserting patent infringement
against Schneider’s 75%-owned joint
venture, Schneider Electric Low-
Voltage (Tianjin) Co. and its authorized
distributor, Leqing Branch of Star
Electric Equipment Co. Ltd. Chint
asserted that 5 of Schneider’s products
infringed a utility model patent for a
“miniature circuit breaker” issued by
the State Intellectual Property Office
(SIPO) in 1999.

In response, Schneider filed an
invalidity proceeding with the Patent
Reexamination Board (PRB) of
SIPO, claiming that the miniature
circuit breaker claimed in Chint’s
patent had previously been disclosed
in China and abroad. In April 2007,
the PRB rejected Schneider’s petition
and affirmed the validity of the
patent. Although Schneider filed an
action in September 2007 requesting
that the Beijing No. 1 Intermediate
People’s Court overturn the PRB’s
decision, that was filed too late to

make a difference.
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In September 2007, the Wenzhou
Intermediate People’s Court had ruled
that Schneider infringed the utility
patent and ordered the company

to pay Chint RMB 334.8 million
(approximately US $45 million) as
compensation for Chint’s lost profits.
The damages judgment is believed to
be the highest ever in a Chinese patent
case. Schneider appealed the case to
the Zhejiang High People’s Courrt,
where it remained until the parties

settled at the April 15 hearing.

In one respect, Chint v. Schneider is
unquestionably a sign of things to
come in China. Chinese companies
are increasingly aware of the strategic
value of China as forum to assert
their IP rights, especially in response
to litigation brought by their foreign
competitors in the courts of other
countries. In Chint v. Schneider,
Chint filed its case in China after it
had learned the painful lessons of
patent litigation brought by Schneider
in other foreign jurisdictions. Other
Chinese companies involved in foreign

patent litigation are bound to take
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notice of Chint’s success. Chint’s
Chairman, Nan Cunhui, made this
very point when, according to China
Daily, he said that “Chint’s success
will spur Chinese enterprises to pay
closer attention to protecting their
intellectual property rights and using

recourse to law to protect themselves.”

But even without the example of Chint
v. Schneider, increased IP litigation

in China is inevitable. Litigation

is a natural byproduct of patent
acquisition. Chinese companies have
been aggressively acquiring Chinese
patents for the last decade and the
numbers are increasing each year.
When you combine the growing
number of Chinese patents with the
competitive fire of Chinese companies,
patent litigation will assuredly be a
staple product of the litigation system

in China for the foreseeable future.

The more diflicult question is whether
the size of the judgment in Chint

v. Schneider represents an increased
willingness by Chinese courts to award
substantial damages in patent cases or
is simply the aberrational verdict of a
local court in favor of a local company.
The fact that such high damages were
awarded for a utility model patent
suggests that the damages may have

been excessive. As a general matter,

- (¢ -
D5UPRA
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The truth as

to whether the
Chinese patent
litigation system

is fundamentally
changing will be
revealed as more
Chinese and foreign
companies seek
substantial damages
in patent cases.

utility model patents are deemed to be
less valuable than utility patents, since
they are not substantively examined by
SIPO and often claim only incremental
improvements. Furthermore, given
the technical nature of the products

in this case, it is hard to understand
how infringement of a utility model
patent could be the cause of significant
lost profits. Viewed in this light, the
damages verdict in Chint v. Schneider
provides questionable precedent for

future cases.

On the other hand, the high damages
in the Chint v. Schneider award could
be explained by the fact that the
judgment was issued after the PRB had
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rejected Schneider’s invalidity action
and in the wake of the State Council’s
“outline of National Intellectual
Property Strategy.” Moreover, since
that judgment, the People’s Supreme
Court has published its Comments on
Implementing the National Intellectual
Property Rights Strategy. Those
Comments emphasize the importance
of full compensation for patentees

and severe sanctions on infringers,
particularly in cases of malicious
infringement, repeat infringement,
and large scale infringement. Viewed
in this context, the judgment in Chint
v. Schneider may not be an aberration,
but simply the natural result of China’s
increasingly sophisticated handling of

I litigation.

The truth as to whether the Chinese
patent litigation system is fundamentally
changing will be revealed as more
Chinese and foreign companies seek
substantial damages in patent cases.

If not only Chinese but also foreign

IP plaintiffs are able to secure full
compensation for infringement, Chint

v. Schneider may indeed mark a turning
point in the protection of intellectual

property in China. m
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AWARDS & ACCOLADES

Morrison & Foerster’s IP practice
continued to garner recognition in the
first quarter of 2009, capturing major
honors from Chambers & Partners,
Asia Pacific Legal 500, and
Managing IP. Chambers Global,
awarding the firm’s IP practice more
top rankings than any other firm

in the world, bestowed upon our

IP practice Band One rankings for
Global IP, Global IP Life Sciences, and
USA IP. One client was quoted by
Chambers Global as saying: “this firm
constantly exceeds our every expectation
— it is absolutely one of the best firms
out there.” The new Chambers Asia
survey further honored us with a
Band One ranking for Japan IP. The
Asia Pacific Legal 500 ranked us
Band One in Japan for IP International
Firms and Joint Ventures. Managing
IP honored our Patent Prosecution,
ITC Section 337, and Trademark
practices with Tier 2, Tier 3, and Tier

4 rankings, respectively.

FROM THE DOCKET

Reexamination Victory for Acon
Laboratories

In the latest success story for Morrison

& Foerster’s Patent Litigation and

Intellectual Property Practice News

Reexamination practice, we successfully
terminated a patent lawsuit brought
against our client Acon Laboratories,
Inc., after we achieved a favorable
ruling for Acon in a three-year patent

reexamination proceeding.

Acon is a leading provider of high-
quality rapid diagnostic test products.
The company has its U.S. operations
in San Diego, but also operates a large
manufacturing facility in Hangzhou,
China, which was the first US FDA-
licensed manufacturer of rapid

diagnostic products in China.

In 2005, Acon was sued by Zyon
International, Inc., for alleged
infringement of two U.S. patents,
both directed to assaying devices for
in-field urine analysis. Acon retained
Morrison & Foerster to defend the
patent infringement action in court,
and to initiate in the U.S. Patent
Office a reexamination proceeding
to invalidate Zyon’s patents. The
court stayed the infringement action
in early 2006 pending the patent
reexamination proceeding, finding
that the reexamination “will simplify

the issues in [the] litigation.”
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During the reexamination, the patent
examiners rejected the claims of Zyon’s
patents based primarily on obviousness
as set forth in the 2007 Supreme Court
decision in KSR v. Teleflex. Zyon
appealed the examiner’s final rejection,
but the Board of Patent Appeals and
Interferences affirmed the examiner”
final rejection in February 2009. Zyon
can still appeal the Board’s decision to

the Federal Circuit.

As a result of the PTO?’s ruling, the
pending litigation was terminated at
an early stage, saving our client the
time and expense associated with
patent litigation. These decisions show
that reexamination, even ex parte
reexamination, can be a powerful tool
to invalidate patents at a much lower
cost than litigation. This strategy
could be of particular interest to the
many Chinese companies who have IP
issues in the United States. Morrison
& Foerster Partner Peng Chen led

the preparation of the request for
reexamination. Dr. Chen, who was
born in China, is a leading U.S. patent
attorney who represents Chinese life
sciences companies on their U.S.
patent issues. Dr. Chen was selected

by his peers for inclusion in the 2009
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edition of The Best Lawyers in America
in the specialties of Biotechnology Law

and Intellectual Property Law.
Evapco Wins Summary Judgment

In a victory for our client Evapco, Inc.,
on January 8th, a district court judge
granted summary judgment for Evapco
and dismissed patent infringement
claims made by Clearwater in
Clearwater Systems Corp. v. Evapco,

Inc. The ruling in the District Court
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of Connecticut follows the issuance
of a favorable Markman order for
Evapco and hearings last fall at which
arguments were heard on two patent
infringement claims as well as a claim

for breach of contract.

Clearwater Systems and Evapco are

both manufacturers of non-chemical
water treatment devices. Clearwater
first filed suit in 2005, alleging theft

of trade secrets and other business
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law torts. Clearwater also alleged

that Evapco infringed two Clearwater
patents, one claiming a device for non-
chemical water treatment and the other
claiming a method for non-chemical

water treatment.

The winning MoFo team was led by
partner Alexander Hadjis, associates
Matt Vlissides, Yan Wang, and Paul

Kletzly, and legal analyst Vivian Lei.
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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 Michael Zwerin at mzwerin@mofo.com for the U.S. and Priscilla Chen at priscillachen@mofo.com for China.
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