IN THE UNITED STATES DISTRICT COURT
FOR THE MIDDLE DISTRICT OF NORTH CAROLINA

FUMA INTERNATIONAL LLC, an Ohio
limited liability company,
Civ. No. 1:19-cv-260 [Lead Case]

Plaintiff,
Civ. No. 1:19-cv-660
V.

R.J. REYNOLDS VAPOR COMPANY, a
North Carolina corporation,

Defendant.
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Plaintiff Fuma International LLC (“Fuma”) hereby submits this memorandum of
law in support of its Motion to Preclude Testimony of Shanhong Wang (“Wang”) at Trial.

L INTRODUCTION

This Court is familiar with Defendant R.J. Reynolds Vapor Company’s (“RJR”)
efforts to obtain Mr. Wang’s testimony and present it at trial. See, e.g., RIR’s Mot. for
Leave to Take Trial Deposition Remotely After Close of Discovery, ECF No. 152.
Pursuant to this Court’s July 28, 2021 Order (ECF No. 180), the parties conducted the
remote trial deposition of Mr. Wang on September 24, 2021, while he was in Macau, China.

One month later, on October 25, 2021, RIR produced for the first time over thirty
documents that detail the scope and nature of RJR’s efforts to bring Mr. Wang to Macau
and to compensate him for his testimony. Moél: revealing is that Mr. Wang — a fact witness
— submitted a bill of $23,343 (USD) to RJR. The only Wang document RJR produced to
Fuma prior to the deposition was Mr. Wang’s “consulting agreement,” which it produced
only a half-hour before the deposition. The documents also show RIJR reserved the
exclusive “King Premier Suite Eiffel Tower View” room at the Conrad Macao for Mr.
Wang’s depoéition, a fact that Mr. Wang concealed during his deposition. Most of the
Wang documents RJR produced were dated before the deposition, and their belated and
untimely production after his deposition prevented Fuma from fully cross-examining Mr.
Wang on the issues of bias and credibility.

Separately, on October 25, 2021, RIR submitted an errata sheet to the court reporter
that materially altered certain testimony and adds a Zoom screenshot of an exhibit that was

not part of the deposition record. Neither Mr. Wang nor RJR requested or reserved the

1
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right to read and review the deposition transcript as required by Federal Rule of Civil
Procedure 30(e).

In short, RJR withheld documents that Fuma would have used to cross-examine Mr.
Wang during his trial deposition, improperly paid a fact witness for his testimony, and now
seeks to improperly modify and expand his trial testimony — on the eve of trial and after
Mr. Wang returned to China and became unavailable for further examination.
Accordingly, this Court should preclude RJR from presenting Mr. Wang’s testimony at
trial.
II. PROCEDURAL AND FACTUAL BACKGROUND

Mr. Wang is a fact witness that RJR expects to call at trial. RJR’s Pretrial
Disclosures at 2, ECF No. 169-2. RJIR describes Mr. Wang as “a material fact witness”
who “is listed as a fact witness on Reynolds’s pretrial disclosures.” RJR Br. in Support of
Mot. for Leave to Take Trial Deposition Remotely at 1-2, ECF No. 153-1-153-2. RJR
never disclosed Mr. Wang as an expert of any kind under Federal Rule of Civil Procedure
26(a)(2).

Although RJR has been working with Mr. Wang since at least September of 2019,
it was only thirty minutes before his deposition that RJR produced a confidential consulting
agreement between its counsel and Mr. Wang dated September 23, 2021 (the day before

his deposition).! See Exhibit A. The agreement ostensibly compensates Mr. Wang “as a

! While the “consulting agreement” appears to be dated one day before the deposition, it is
possible Mr. Wang signed the “consulting agreement” on the day of his deposition given
the time difference between Macao and the United States.

2
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consultant” even though his testimony is entirely factual in nature. See id.

At no point during his deposition did either Mr. Wang or RJR request to have Mr.
Wang review the deposition transcript énd sign a statement of changes as required by
Federal Rule of Civil Procedure 30(e), and they thereby waived their rights to do so.

On October 25, 2021, RJR produced thirty-eight documents concerning Mr. Wang’s
deposition, Thirty of the documents are dated prior to Mr. Wang’s deposition, and RIR
withheld all but Mr. Wang’s consulting agreement from Fuma until October 25, 2021. One
text message shows that RJR paid for Mr. Wang to stay in the “King Premier Suite Eiffel
Tower View” room at the Conrad Macao. See Exhibit B. Another document shows RJR’s
counsel sending Mr. Wang his consulting agreement for the first time the day before (or
the day of) his deposition. See Exhibit C.

Eight of the recently-produced documents are dated after Mr. Wang’s deposition.
One email shows RJR’s counsel forwarding Mr. Wang a completed draft errata sheet for
 his signature. See Exhibit D. Another email shows Mr. Wang responding by attaching an
invoice for $23,343, which appears exorbitant. For example, Mr. Wang charged $1,400 for
“14 work hours to exchange 14 emails” and $800 for “8 hours of work in Macao,
September 24” (Mr. Wang’s deposition lasted five hours). See Exhibit E (certified
translations included). Mr. Wang also itemized “11 hours of nucleic acid testing in Macao,
September 25,” apd twice itemized “8 hours of accounting testing in Shenzhen” for August
22 and September 22, for a total of $2,700. Several of these tasks bear no relation to his
purported roles as a deponent or “consultant” for RJR, about which he would ﬁave been

cross-examined. Id.
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On October 25, 2021, RIR submitted to the court reporter Mr. Wang’s signed errata
sheet, which reflected the same draft RJIR previously asked Mr. Wang to sign. See Exhibit
F. The errata sheet includes substantive changes to Mr. Wang’s testimony and also
attempts to modify a final deposition exhibit by adding a Zoom screenshot. See id.

II. ARGUMENT

A. This Court should preclude Mr. Wang’s testimony at trial
because RJR violated its continuing duty to timely supplement
discovery responses.

In its July 28, 2021 Order, this Court reminded RJR “of its continuing duty to timely
supplement discovery responses.” ECF No. 180 at 2. As cited by this Court in its July 28,
2021 Order, Fuma’s May 23, 2019 Request for Production No. 66 already requires that
RJR produce “[a]ll communications between You and any third party involving either (a)
the Asserted Patent, (b) any U.S. or foreign patents or applications related to the Asserted
Patent, or (c) a proceeding related to the Asserted Patent or any U.S. or foreign patents
relating to the Asserted Patent where the proceeding may be any type of proceeding,
including but not limited to a United States District Court case, a United States Patent and
Trademark Office proceeding, or any ofcher proceeding before a court or agency in any
other jurisdiction.” Id. (citing Doc. 166 at 10 n.4). This document request encompasses
communications with Mr. Wang, who testified that he has “over 100 patents relating to E-
cigarettes. Some were under my name. Some were under my wife’s name. Some were
co-authored by me and others. 1don’t recall. Too many.” See Exhibit G at 89:10-89:14.

The number, scope, and extent of RJR’s communications with Mr. Wang bear on
his bias and credibility. The communications are not subject to any claim of privilege or

4
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immunity by RJR, and there is no legal basis or excuse for RJR’s failure to produce them
in a timely fashion. The documents and communications dated before Mr. Wang’s trial
deposition should have been produced to Fuma for use at Mr. Wang’s deposition. Now
that Mr. Wang has returned to China and is unavailable to testify at trial, Fuma cannot fully
cross-examine him on his bias and credibility, particularly with respect to how RJR
compensated him for his testimony.

“Federal Rule of Civil Procedure 37(c) provides ‘strong inducement’ for following
the disclosure requirements of Rule 26(a) and (e).” Syngenta Crop Protection, LLC v.
Willowood, LLC, No. 1:15-CV-274, 2017 WL 3309699 at *1 (M.D.N.C. Aug. 2, 2017)
(citing Advisory Comm. Notes (1993)). “If a party fails to provide information or identify
a witness as required by Rule 26(a) or (e), the party is not allowed to use that information
or witness ... at trial, unless the failure was substantially justified or is harmless.” Id.
(citing Fed. R. Civ. P. 37(c)(1)).

RJR’s failure to timely produce its communications with Mr. Wang was not
substantially justified or harmless. Here, there was (and is) no opportunity to fully cross-
examine Mr. Wang regarding the late-disclosed documents because of his unavailability
and because “trial [is] fast approaching and pretrial hearings and deadlines for motions,
proposed instructions, and other trial-related documents required by the Court [is] fill{ing]
the time leading up to trial.” See id. at *3. Precluding RJR from presenting Mr. Wang’s
testimony at trial is the only way to “adequately protect [Fuma] from unfair prejudice
caused by the last-minute surprise disclosures” concerning his trial deposition. See id. at

*5
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B. This Court should preclude Mr. Wang’s testimony because it is
the result of RJR improperly compensating a fact witness.

The Fourth Circuit has long held that agreements to pay fact witnesses beyond
reasonable expenses and time lost are void as lacking in consideration and contrary to
public policy. See Alexander v. Watson, 128 F.2d 627, 630 (4th Cir. 1942). The
circumstances surrounding Mr. Wang’s trial deposition are similar to those in Rocheux
International of New Jersey v. U.S. Merchants Financial Group, Inc., where the District of
New Jersey precluded testimony from an improperly paid fact witness. No. 06-6147, 2009
WL 3246847 (D.N.J. Oct. 5, 2009). After speaking with the fact witngss about his
proposed testimony, the plaintiff designated the fact witness as an expert, presumably to
justify paying him for his factual testimony. Id. at *3-*4. The district court also noted that
the fact witness submitted no expert report. Id. at *1. The district court found that the
plaintiff’s decision to pay “for factual testimony has cast a cloud over the legitimacy of
that testimony,” and noted “other courts have recognized that the proper sanction for the
wrongful payment of fact witnesses is the exclusion of the tainted witnesses.” Id. at ¥4,

Like Rocheux International of New Jersey, Mr. Wang’s factual testimony is tainted
by RIR’s use of a “consulting agreement” to compensate Mr, Wang with $23,343 and
several nights in a luxury hotel suite. See Exhibits A, B and E. According to a November
28, 2020 Asia Times article, the median monthly income for the middle class in Shenzhen
is reportedly $790, or $9,480 annualized. See Exhibit H at 4. Presumably, RIR paid Mr.
Wang nearly 2.5 times an average annual salary for approximately six weeks of his time

preparing for a five-hour deposition. See Exhibit E.
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Though RJR has been aware of Mr. Wang’s anticipated factual testimony for years,
it procured the “consulting agreement” only the day before (or the day of) Mr. Wang’s
deposition. See Exhibit C. When asked about the arrangement during his deposition, Mr.
Wang was evasive and RJR repeatedly objected to the inquiry. See Exhibit G at 76:4-
85:9.2 For example, RJR objected, and Mr. Wang was evasive, when asked during his
deposition about the kind of accommodations RJR was providing Mr. Wang for his
deposition. See id. at 83:14-85:9. Mr. Wang did, however, testify that “there’s not a causal
relation between this agreement and what I've been doing.” See id. at 81:25-82:4. The
putative topics of Mr. Wang’s deposition were purely factual without any indication that
he was serving as RJR’s paid “consultant.”

Furthermore, Mr. Wang has returned to China and is unavailable for further
examination. Fuma could not cross-examine Mr. Wang on whether the alleged time lost,
expenses incurred, and/or work performed in preparation for the deposition are authentic
and reasonable because RJR withheld its pre-deposition communications until a month
after the deposition. According to his invoice to RIR, Mr, Wang purportedly spent sixteen
hours traveling on high-speed rail from Shenzhen, China to Kaifeng, China before

spending eighty hours in Kaifeng arranging for his visa to Macao. See Exhibit E. Mr.

2 Mr. Wang was also evasive when questioned about whether he believes RJR should
compensate him for allegedly copying his patents. See Exhibit G at 86:12-88:9. Courts
have repeatedly held that payments to fact witnesses via litigation consulting agreements
for the purpose of overcoming hostility, or otherwise making a witness “sympathetic”, are
“absolutely indefensible and which are really included in the general definition of
subordination of perjury.” See State of N.Y. v. Solvent Chemical Co., Inc., 166 F.R.D. 284,
290 (W.D.N.Y. Apr. 2, 1996) (collecting cases).

7
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Wang then allegedly spent twenty-four hours driving back from Kaifeng to Shenzhen. /d.
Mr. Wang billed RJR $12,583 for this time and travel. Id. A cursory use of Google maps
raises questions about whether this was necessary (or whether Mr. Wang’s invoice entries
are genuine), when Macao is apparently twenty miles from Shenzhen, see Exhibit I, and
Kaifeng is a sixteen-hour drive across China from Shenzhen, see Exhibit J. But because
RJR withheld its pre-deposition communications with Mr. Wang from Fuma, Fuma could
not cross-examine Mr. Wang on his alleged preparation and travel.

Mr. Wang’s invoice entries and hotel accommodations, coupled with the facts that
his “consulting agreement” was dated either one day before or the day of his deposition
and he responded to RJR’s request for an errata sheet signature with a $23,343 bill, imply
Mr. Wang exchanged his testimony and errata sheet signature for RJR’s compensation.
There is no alternative way to cure the “cloud over the legitimacy of [Mr. Wang’s]
testimony” other than to preclude it wholesale from trial. See Rocheux International of
New Jersey, 2009 WL 3246847 at *4.

C. RJR’s attempts to modify Mr. Wang’s trial testimony violate
Federal Rule of Civil Procedure 30(e).

On a separate but related issue, RJR seeks to modify Mr. Wang’s trial testimony
through an improper errata sheet.> Federal Rule of Civil Procedure 30(e)(1) provides, “[o]n

request by the deponent or a party before the deposition is completed, the deponent must

3 If this Court precludes Mr. Wang’s testimony wholesale because RJR violated its
discovery obligations and/or improperly paid for Mr. Wang’s factual testimony, the issue
of whether the errata sheet violates the Federal Rule of Civil Procedure 30(e) becomes
moot.
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be allowed 30 days after being notified by the officer that the transcript or recording is
available in which: (A) to review the transcript or recording; and (B) if there are changes
in form or substance, to sign a statement listing the changes and the reasons for making
them.” (emphasis added). Under Federal Rule of Civil Procedure 30(e)(2), “[tThe officer
must note in the certificate prescribed by Rule 30(f)(1) whether a review was requested
and, if so, must attach any changes the deponent makes during the 30-day period.”

Neither Mr. Wang nor RJR made the requisite request for Mr. Wang to review and
make changes to the deposition record before his deposition finished. For that reason, the
officer’s certificate accompanying Mr. Wang’s deposition transcript does not contain a
note that such a review was requested. See Exhibit G at 114.

“Although courts are split over whether to allow substantive changes to a deposition,
there is no debate that the procedural requirements must be adhered to.” Agrizap, Inc. v.
Woodstream Corp., 232 F.R.D. 491, 493 (E.D. Pa. Jan. 19, 2006) (striking changes for
failing to request a review opportunity before the deposition concluded). “Under the plain
language of Rule 30(e) therefore, the deponent or party must request review of the
deposition before its completion,” Id. (quoting Rios v. Bigler, 67 F.3d 1543, 1551 (10th
Cir. 1995)); see also EBC, Inc. v. Clark Bldg. Sys., Inc., 618 F.3d 253, 265 (3d Cir. 2010)
(“As a threshold, Rule 30(e)(1) requires the party or deponent to request review of the
deposition before the deposition itself is completed.”); Hambleton Bros. Lumber Co. v.
Balkin Enters., Inc., 397 F.3d 1217, 1226 (9th Cir. 2005) (affirming striking of errata sheet
for failure to comply with Rule 30(e)’s “procedural dictates”). Accordingly, Mr. Wang’s

and RJR’s failures to request review before the end of Mr. Wang’s deposition requires

9
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preclusion of his errata sheet to avoid violating the threshold procedural requirements of
Federal Rule of Civil Procedure 30(e).

Aside from the procedural violations, however, Fuma will be prejudiced if this
Court permits RJR to modify Mr. Wang’s trial testimony — particularly since his errata
sheet includes substantive changes and he is unavailable for further cross-examination.*
For example, Mr. Wang’s errata sheet notes material changes to his description of patent
components: “103 is the absorbent material for the oil” would read “103 is the oil,” “thread”
would read “oil,” and text reading “heat conducive cotton” would read “heat conductive
cotton”. Compare Exhibit F at 3 with Exhibit G at 23:16-23:19, 51:9. The errata sheet
also impermissibly modifies a deposition exhibit by adding a Zoom screenshot to the first
deposition exhibit to show a red line annotation that both Mr. Wang and the court reporter
irreconcilably contend they personally added. See Exhibit G at 25:16-36:11. No
procedural rule permits a party or deponent to unilaterally modify the record of deposition
exhibits. Doing so for a trial deposition is akin to modifying trial exhibits after the witness
has left the stand. “[T]he Rule cannot be interpreted to allow one to alter what was said
under oath. If that were the case, one could merely answer the questions with no thought

at all then return home and plan artful responses. ... A deposition is not a take home

4 Correspondence between Mr. Wang and RJR’s counsel suggests RJR’s counsel may have
completed the errata sheet before asking Mr. Wang for his signature. See Exhibit D. This
Court has broad inherent authority to fashion an appropriate remedy should the
circumstances warrant it. See Combs v. Rockwell Int'l Corp., 927 F.2d 486, 488-89 (9th
Cir. 1991) (dismissing plaintiff’s claims for violating Rule 30(e) after plaintiff swore he
reviewed and made changes, but changes were actually made by his counsel).

10
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examination.” Greenway v. Int’l Paper Co., 144 FR.D. 322, 325 (W.D. La. 1992).

This Court should preclude Mr. Wang’s errata sheet and new exhibit from trial in
the event it does not preclude Mr. Wang's testimony at trial.
IV. CONCLUSION

RJR violated Federal Rules of Civil Procedure 26(e) and 30(e) and should not be
permitted to use Mr. Wang to present evidence at trial in accordance with Federal Rule of
Civil Procedure 37(c)(1). RJR withheld docﬁnents and frustrated Fuma’s ability to fully
cross-examine Mr. Wang during his one-shot trial deposition. RJR used a “c.oﬁsulting
agreement” to improperly pay Mr. Wang for his cooperation and testimony. And, after
never requesting and thereby waiving their right to review the deposition transcript and
submit changes, RJR and Mr. Wang are now attempting to modify both his trial testimony
and exhibits. Mr. Wang has returned to China and is not under the jurisdiction of this
Court. With trial commencing in less than a month, there is no way to cure the “cloud over
the legitimacy” over M:j\. Wang’s testimony and RJR’s prejudicial discovery tactics other

than to preclude Mr. Wang’s testimony wholesale from trial.

Date: November 3, 2021 /s/ Kevin G. Williams
William K. Davis
N.C. Bar No. 1117
Kevin G. Williams
. N.C. Bar No. 25760
BELL, DAVIS & PITT, P.A.
100 North Cherry Street, Suite 600
Winston-Salem, NC 27120-1029
Telephone: (336) 722-3700
Facsimile: (336) 722-8153
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wdavis@belldavispitt.com
kwilliams@belldavispitt.com

/s/ Brandon M. Jordan

Brandon M. Jordan

THE LAW FIRM OF BRANDON M.
JORDAN PLLC

2800 Eisenhower Avenue, Suite 220
Alexandria, VA 22314

Telephone: (703) 493-0231
Facsimile: (703) 832-4806
brandon@brandonjordan.net

/s/ Christopher P. Sullivan
Christopher P. Sullivan

csullivan@robinskaplan.com
Robert F. Callahan, Jr., Esq.
rcallahan@robinskaplan.com
ROBINS KAPLAN LLP

800 Boylston Street, Suite 2500
Boston, MA 02199

Telephone: (617) 267-2300
Facsimile: (617) 267-8288

/s/ Dirk D. Thomas

Dirk D. Thomas

DIRK D. THOMAS PLLC

1775 Eye Street NW, Suite 1150
Washington, DC 20006
Telephone: (202) 587-5690
Facsimile: (202) 587-5610
dirk.thomas@dthomasllc.com

/s/ Robert A. Auchter

Robert A. Auchter
AUCHTER PLLC

1629 K Street, NW, Suite 300
Washington, DC 20006
Telephone: (703) 585-5721
Facsimile: (703) 525-6059
robert@auchterlaw.com

Counsel for FUMA INTERNATIONAL, LLC
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haynesboone

September 23, 2021

Via Email

‘Wang Shanhong (“Davy™)
godscience@126.com

Re:  Retention as a Consultant in Connection with Fuma International LLC v. R.J. Reynolds
Vapor Company, Civil Action Nos. 19-cv-260 and 19-cv-660

Dear Mr. Wang,

Haynes and Boone, LLP (“Haynes Boone™) represents R. J. Reynolds Vapor Company
(“RIR™) in a patent litigation matter against Fuma International, LLC, captioned Fuma
International LLC v. R.J. Reynolds Vapor Company, Civil Action Nos. 19-cv-260 and 19-cv-
660, pending in the Middle District of North Carolina (hereinafter, “Litigation™). Pursuant to the
terms and conditions set forth in this letter agreement (“Agreement”), Haynes Boone would like
to retain you as a consultant to work with Haynes Boone in its representation of RIR in this
Litigation.

In the course of this engagement, you have becn asked to provide deposition and/or trial
testimony, participate in meetings and teleconferences, review materials, and undertake other
tasks related to providing your testimony for this Litigation.

You represent and warrant that your performance of all the terms of this Agreement does
not and will not breach any agreement to keep in confidence proprietary information, knowledge
or data acquired by you in confidence or in trust prior to your retention as an independent
contractor under this Agreement, and that you will not disclose to Haynes Boone or RIR, nor
induce Haynes Boone or RIR to use any confidential or proprietary information or material
belonging to any previous employer or others. You also represent that you have not executed,
nor are you bound by any covenants, restrictions or other contractual agreements with any
employer, custonter, firm or entity with which you are currently or were previously associated
that might restrict or otherwise impede your retention as an independent contractor under this
Agreement.

This Agreement may not be amended or modified, nor any provision waived, by any
means other than an explicit writing signed by you and Haynes Boone. Nothing in this
Agreement shall be understood as granting, expressly or by implication, any patent rights,
technical information or know-how of RIR except to the extent expressly set forth herein.

Haynes and Boone, LLP
Aftorneys and Counselors
2323 Victory Avenue
Suite 700

Dallas, Texas 75219

T {214) 651-5000

F (214) 651-5940
www.haynesboone.com

CONFIDENTIAL RJRV-F000706375
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Page 2 of 2

You agree that you are an independent contractor, and not an employce, of Haynes Boone
or RIR. Accordingly, you shall not have any authority to make commitments or enter into
contracts on behalf of Haynes Boone or RJR. Solely as a result of this Agreement, you shall not
be eligible for any benefits extended to Haynes Boone or RIR employees, and you shall be
responsible for all applicable taxes relating to your retention to provide services hereunder.

As compensation for your time spent for this Litigation, Haynes Boone agrees to
compensate you at a standard rate of $100.00 per hour for your time spent obtaining an Exit-
Entry permit with the local authorities and any required COVID-19 tests for purposes of
traveling to Macau for your deposition, your travel time between Shenzhen and your hometown
(Kaifeng) for purposes of obtaining an Exit-Entry permit, your travel time between Shenzhen
and Macau for purposes of providing your deposition, and your time speaking with attorneys at
Haynes Boone relating to this Litigation. Haynes Boone alsc agrees to reimburse you for your
reasonablc travel expenses, including travel and lodging in Macau.

RIR’s Agreement to compensate you for your time and reimburse your reasonable
expenses is not for any testimony or information that you may provide in this Litigation, and
such compensation is not dependent on the substance or any such testimony or information.
Rather, you are being compensated solely for your reasonable time and expenses. As the
consultation proceeds, please periodically send me a letter itemizing your time spent and
expenses. :

Please signify your acceptance of the terms contained in this Agreement and return it to
me as a pdf email attachment. If you have any questions about any of these matters, please let us
know,

We appreciate your help in this matter.

Regards,

( C%
L/l Haynes Boone

ACCEPTED AND AGREED:

Wang Shanhong (£ 1L4T)

Dated:

CONFIDENTIAL RJRV-FD0Q706376
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Message

From: He, Judy [/o=Haynes and Boone LLP/ou=Exchange Administrative Group
{FYDIBOHF23$PDLT)/cn=Recipients/cn=1f41e07eef8341c195c0dbf93cScbfb0-hej]

on behalf of  He, Judy =

Sent: 9/23/2021 2:19:30 PM

To: 'Davy' [godscience@126.com]

cc: Gabric, Ralph [Ralph.Gabric@haynesboone.com]; Miller, Laura [Laura.Miller@haynesboone.com]
Subject: RIR/Fuma Litigation

Attachments: Wang Consulting Agreement - Fuma (English).pdf; Wang Consulting Agreement - Fuma (Simplified Chinese).pdf

FaesE:

WHAHHERTIR S « ENRIIFRTSH « TP B3O i i R
g5

RSB BT ERBIY GEUERIM PSR T ER AR - RAA R -
WEIREL - '

Regards,

i+ (_ER B82S EE) (English translation of the above)

Mr. Wang -

Thank you for speaking with me yesterday. As discussed, attached please find a consulting agreement in both English
and Simplified Chinese for your review and signature.

Please return the signed agreement {both English and Simplified Chinese versions) in PDF via email to me as soon as
possible. Please let us know if you have any questions.

Regards,

HAYNES BOONE
Judy He

Associate
judy.he@haynesboone.com
Haynes and Boone, LLP
180 N, LaSalle St.

Suite 2215
Chicago, IL 60601

{t) +1 312.216.1640
() +1 312,216.1621

vCard | Bio | Website

CONFIDENTIAL RJRV-F000706390
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haynesboone

September 23, 2021

Via Email
Wang Shanhong (“Davy”)

godscience@126.com

Re:  Retention as a Consultant in Connection with Fuma International LLC v. R.J. Reynolds
Vapor Company, Civil Action Nos. 19-¢v-260 and 19-cv-660

Dear Mr. Wang,

Haynes and Boone, LLP (“Haynes Boone™) represents R. I. Reynolds Vapor Company
(“RIR”) in a patent litigation matter against Fuma International, LLC, captioned Fuma
International LLC v. R.J. Reynolds Vapor Company, Civil Action Nos. 19-cv-260 and 19-cv-
660, pending in the Middle District of North Carolina (hereinafter, “Litigation™). Pursuant to the
terms and conditions set forth in this letter agreement (“Agreement”), Haynes Boone would like
to retain you as a consultant to work with Haynes Boone in its representation of RIR in this
Litigation.

In the course of this engagement, you have been asked to provide deposition and/or trial
testimony, participate in meetings and teleconferences, review materials, and undertake other
tasks related to providing your testimony for this Litigation.

You represent and warrant that your performance of all the terms of this Agreement does
not and will not breach any agreement to keep in confidence proprietary information, knowledge
or data acquired by you in confidence or in trust prior to your retention as an independent
contractor under this Agreement, and that you will not disclose to Haynes Boone or RJR, nor
induce Haynes Boone or RIR to use any confidential or proprictary information or material
belonging to any previous employer or others. You also represent that you have not executed,
nor are you bound by any covenants, restrictions or other contractual agreements with any
employer, customer, firm or entity with which you are currently or were previously associated
that might restrict or otherwise impede your retention as an independent contractor under this
Agreement.

This Agreement may not be amended or modified, nor any provision waived, by any
means other than an explicit writing signed by you and Haynes Boone. Nothing in this
Agreement shall be understood as granting, expressly or by implication, any patent rights,
technical information or know-how of RJR except to the extent expressly set forth herein.

Haynes and Boone, LLP
Alorneys and Counselors
2323 Victory Avenue
Suite 700

Dallas, Texas 75219

T [214) 651-5000

F (214) 651-5940
www.haynesboone.com

CONFIDENTIAL RJRV-F000706391
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Page 2 of 2

You agree that you are an independent contractor, and not an employee, of Haynes Boone
or RIR. Accordingly, you shall not have any authority to make commitments or enter into
contracts on behalf of Haynes Boone or RIR. Solely as a result of this Agreement, you shall not
be eligible for any benefits extended to Haynes Boone or RIR employees, and you shall be
responsible for all applicable taxes relating to your retention to provide services hereunder.

As compensation for your time spent for this Litigation, Haynes Boone agrees to
compensate you at a standard rate of $100.00 per hour for your time spent obtaining an Exit-
Entry permit with the local authorities and any required COVID-19 tests for purposes of
traveling to Macau for your deposition, your travel time between Shenzhen and your hometown
(Kaifeng) for purposes of obtaining an Exit-Entry permit, your travel time between Shenzhen
and Macau for purposes of providing your deposition, and your time speaking with attorneys at
Haynes Boone relating to this Litigation. Haynes Boone also agrees to reimburse you for your
reasonable travel expenses, including travel and lodging in Macau.

RIR’s Agreement to compensate you for your time and reimburse your reasonable
expenses is not for any testimony or information that you may provide in this Litigation, and
such compensation is not dependent on the substance or any such testimony or information.
Rather, you are being compensated solely for your reasonable time and expenses. As the
consultation proceeds, please periodically send me a letter itemizing your time spent and
expenses.

Please signify your acceptance of the terms contained in this Agreement and return it to
me as a pdf email attachment. If you have any questions about any of these matters, please let us
know.

We appreciate your help in this matter,

Regards,
(jﬁf.
Haynes Boone
ACCEPTED AND AGREED:
Wang Shanhong (F1L41)
Dated:
CONFIDENTIAL RJRV-F000706392
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Message

From:

on behalf of
Sent:

To:

cC:

Subject:
Attachments:

EkE:

THE SR

Regards,

He, Judy [fo=Haynes and Boone LLP/ou=Exchange Administrative Group
(FYDIBOHF235PDLT)/cn=Recipients/cn=1f41e07eef8341c195c0dbf93cocbfb0-hej]

He, Judy

10/12/2021 12:32:08 PM

'Davy' [godscience@126.com]

Gabric, Ralph [Ralph.Gabric@haynesboone.com]; Miller, Laura [Laura.Miller@hayneshoone.com]
RIRV/Fuma

Wang Errata Sheet.pdf

R » W ERRAT - WRRH » WEFIHEESEA] -

++++ (BB FISESZEDE) (English translation of the above)

Mr. Wang -

Please review the attached and let us know if you have any questions. If not, please sign and return to us.

Regards,

HAYNES BOONE

Judy He
Associate

Jjudy he@haynesboone.com

Haynes and Boone, LLP
180 N. LaSalle St.

Sulte 2215

Chicago, IL 60601

(t) +1 312.216.1640
() +1 312.216.1621

vCard | Bio | Website

CONFIDENTIAL
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Witness Name:

Case name:

Date of Deposition:

WITNESS ERRATA SHEET

Shanhong Wang

Page 117

FUMA INTERNATIONAL LLC v. R.J. REYNOLDS
VAPOR COMPANY

September 24, 2021

CORRECTIONS:
Pg. Ln. Now Reads Should Read Reason
6 16 1:19-cv-60 1:19-cv-260 Typo
23 16-17 103 is the 103 is the Clarification
absorbent 0il
material for
the oil
23 19 thread oil Clarification
25 11-23 Exhibit 1 is Page 8 of TSG errcr
missing the Exhibit 1
28 10-14 red-line should
annotation reflect the
28 17-20 made during red-line
the annotation
28 23-25 deposition. made during
the
&3 vk deposition,
25-29 11 as shown in
generally the
screenshot
attached to
this errata.
40 10 51 Frija Clarification
40 19 Frazier Frija Typo
42 4, 5; 1b Long Totem LoongTotem Typo
45 5 Long Totem LoongTotem Typo
51 9 conducive conductive Typo
CONFIDENTIAL RJRV-F000706400
Case 1:19-cv-00260-CCE-JEP Document 219-4 Filed 11/03/21 Page 3 of 4
JUUL Ex.1036
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Page 118

Pg. Ln. Now Reads Should Read Reason
53 16 Frazier Frija TYpo
&0 13, 18 Long Totem LoongTotem Typo
63 23-24 Long Totem LoongTotem Typo
€4 4 Long Totem LoongTotem Typo
68 5 Long Totem LoongTotem Typo
71 7 Long Totem LoongTotem Typo
g5 9 2007 2007-2008 Clarification
G5 10 Long Totem LoongTotem Typo
97 z1 daily Davy Typo
111 ® BIRV-FO00006280 RJRV- Typo
FOO0062080
Signature of the Deponent:
Wang Shanhong (FEW4D)
CONFIDENTIAL RJRV-F000706401
Case 1:19-cv-00260-CCE-JEP Document 219-4 Filed 11/03/21 Page 4 of 4
JUUL Ex.1036
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Page 28 of 91



Exhibit E

Case 1:19-cv-00260-CCE-JEP Document 219-5 Filed 11/03/21 Page 1 of 8

JUUL Ex.1036
Case No.: IPR2024-00160
Page 29 of 91



Message

From: Lucy [godscience@126.comj

Sent: 10/15/2021 3:31:40 AM

To: He, Judy [Judy.He@hayneshoone.com]
Subject: Re:RIRV/Fuma

Attachments: wangshanhong.pdf

EXTERNAL: Sent from outside Haynes and Boone, LLP

Hi Judy,

Good afternoon. | am the assistant of General Manager Wang.

Attached Is the reasonable compensation for the time GM Wang spent as the consultant for Haynes and
Boone, LLP.

The compensation is for the time it took to obtain the Hong Kong and Macau travel permit from the local
office to travel to Macau, and the time to take the COVID-19 test for Macau travel.

The travel time between Shenzhen and Hometown (Kai Feng) to get the Hong Kong and Macau travel permit,
the travel time between Shenzhen and Macau for the testimony. The time to talk to the lawyer of Haynes
and Boone, LLP. Also, the reasonable travel expenses, including transportation and accommaodation.

Please check the attachment, contact us if there is any question. Your payment is much appreciated. If there
are no further questions here is the new address for GM Wang as follows:

Room 301, Unit 1, #3 building, Area 6, Xi Xiang Tao Yuan Ju, Bao An district, Shen Zhen.

Post code; 518126

Best Regards and Thanks,
Lucy

.2021-10-13 00:32:10, “He, Judy" <Judy. He@haynesboone.com>

Wrote on
Mr. Wang-

Please review the attached and let us know if you have any questions. If not, please sign and return to us.

; Regards,
+++++ ) (English translation of the above)

Mr. Wang —

Please review the attached and let us know if you have any questions. 1f not, pleast sign and retum to us,

CONFIDENTIAL RJRV-F0O00706387
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Message

From: Lucy [godscience@126.com]

Sent: 10/15/2021 3:31:40 AM

To: He, Judy [Judy.He@haynesboone.com]
Subject: Re:RIRV/Fuma

Attachments: wangshanhong.pdf

EXTERNAL: Sent from outside Haynes and Boone, LLP

Hi Judy,

THIF, EEFEHELucy,

Wit 2 5 48 1 35 B 1RO A 1B T B A EIRG S TR M

HAMER BTN MENS L B SESRBTIEFCE KRB LR NETER T # COVID-19 MHATTERRANE

MBRHIBIR Z (FF 3 )RR EEIBTIEARD BENE - AR DR SHEENRE R ERE -
BB SEEaEMAZ A NE - MR SENRE  SFERIRRAIERES -
AU - MRBEEEENRIB SR - ORBE - FEIMUEEME -

B ERATIAL

HHFEREES HIFEEEIFE—$75301, #H4R : 518126
Best regards and Thanks

Lucy

7£ 2021-10-13 00:32:10, "He, Judy" <Judy.He@haynesboone.com> FiH ;

Fih4&:

- EEBNG » MR EE - HERRIT - NFEFE - FRFIHHRESEET.
Regards,

NEEFRS (LZI.J:I'K.I B THIZE) (English translation of the above)

Mr. Wang —

Please review the attached and let us know if you have any questions. If not, please sign and return to us.

CONFIDENTIAL RJRV-FO00706387
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Regards,

HAYNES BOONE

Judy He
Assoclate
Judy.he@haynesboone,com

Haynes and Boone, LLP
180 N. LaSalle St.

Suite 2215

Chicago, IL 60601

{t) +1 312.216.1640
(f) +1 312.216.1621

vCard | Bio | Website

CONFIDENTIALITY NOTICE: This electronic mail transmission is confidential,
may be privileged and should be read or retained only by the intended
recipient. If you have received this transmission in error, please

immediately notify the sender and delete it from your system.

CONFIDENTIAL
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Wang Shanhong WANGSHANHONG
ADD: #301, Unit 1, Building 3, Xixiang Taoyuanju Zone 6, Bao’an District, Shenzhen
Tel: +8615502199379
To: Haynes and Boone, LLP
Consignee: Judy
Tel: 2146515000
ITEMS DESCRIPTION Time | Standard | _Amount
USD
August 8 hours of accounting testing in Shenzhen on August 22 8 100/hour | 800.00
23-24
2 High-speed rail fee from Shenzhen to Changsha, from Changsha to Kaifeng. August 147.00
23-24
3 16 hours of travel from Shenzhen to Changsha, from Changsha to Kaifeng, August 16 | 100/hour | 1.600.00
23-24
3 Transit accommodations in Changsha 51.00
5 80 hours to arrange for visa to Macao in Kaifeng, August 25-September 3 80 | 100/hour | 8,000.00
6 24 hours to drive back from Kaifeng to Shenzhen. September 19-21 24 | 100/hour | 2.400.00
7 Fuel and toll fees during the drive back from Kaifeng to Shenzhen, September 19-21 385.00
8 8§ hours of accounting testing in Shenzhen, September 22 8 100/hour |  800.00
9 6 hours of travel from Shenzhen to Macao, September 23 6 100/hour | 600.00
Travel expenses from Shenzhen to Macao, September 23 33.00
10 8 hours of work in Macao. September 24 8 100/hour |  800.00
11 11 hours of nucleic acid testing in Macao, September 25 11 | 100/hour | 1,100.00
12 6 hours of travel in Macao-Zhuhai-Shenzhen. September 25 6 100/hour | 600.00
13 32 hours of home quarantine after returning from Macao, September 26-29 32 100/hour | 3,200.00
14 8 hours of nucleic acid testing in Shenzhen, September 30 8 100/hour |  800.00
Travel expenses in M Zhuhai-Shenzhen. September 25 27.00
15 14 work hours to ex 14 emails 14 | 100/hour | 1.400.00
16 6 work hours on the phone 6 100/hour |  600.00
Total Total 227 23.343.00
1 . 2
Bank account information:
Beneficiary Bank Name : REDACTED
Beneficiary Bank Address : REDACTED
REDACTED
Beneficiary Account Name : REDACTED
Beneficiary Account Mumber : ~REDACTED
Beneficiary Account adress : REDACTED
REDACTED
Swift Code : REDACTED
CONFIDENTIAL RJRV-F000706389
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Fii4T WANGSHANHONG
ADD: BBIMEREE SR EECE 3R 7T301
Tal: +8615501199379
To: Haynes and Boone, LLP
Consignee: Judy
lel; Z13n515uuu
ITEMS DESCRIPTION Time A';::"'
BH213-24A 8 A 22 BRI SR Te N A 8 100/ 800.00
8A2a-24 I BHIB Kb, KWBFFRTT a7t
? L
3 aEzs-uElﬁﬂi?ﬁ?; KziFrHie id 100/ 13000
a Kb R 51.00
& stsH-B_BsEﬁ-ﬁ?}E!f 12iE80/h o 100//p8¢ 8,000,00
6 9 f19H-21 BFFEITFEESze M 24 100/ 2,400.00
9 A9 8-21 HIFHTFEERIICH 2
385.00
’ L]
8 CYRrEhes Re pe AL i 8 100/ it 800.00
9 o 23 R RHIEIMI6 et 6 100/ 600.00
23 E BAIE 1Bk 33.00
10 SH 24 AT T8t 8 100/ /pt E00.00
1 925 HET TR RN L 1 100/ MBf 1,100.00
12 5 H25 H# I -SM-dle 6 100/ 600.00
13 97 26-29 B M1 13 [E/E A R azh et 32 100/t 3,200,00
1 9/ 30 A IRYER R e 8 10078t B00.00
9H 25 A M T-SkIE-IRHIEE R 27.00
15 10 B LT A a4 14 1007/ 1,400.00
16 RLTEREFL T AR 6 6 100/ 600.00
Total A4 227 23,343.00
Bank account information:
Benefieiary Bank Neme : REDACTED
Beneficlary Bank Address : REDACTED
REDACTED
Beneficiary Account Name : REDACTED
Beneficiary Account Mmber : REDACTED
Beneficiary Account mdress : REDACTED
ACTED
Swift Code :REDACTED

CONFIDENTIAL 19-cv-00260-CCE-JEP Document 2195 Filed 11/03/21 FAdEYoFA00706389
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- @MORNINGSIDE

TRANSLATION CERTIFICATION

Date: October 27, 2021

To whom it may concern:

This is to certify that the attached translation is an accurate representation of the documents
received by this office. The translation was completed from:

e Chinese
To:
e English
The documents are designated as:
e RIRV-FO00706387
Taylor Liff, Project Manager in this company, attests to the following:

“To the best of my knowledge, the aforementioned documents are a true, full and accurate
translation of the specified documents.”

Sign'ature of Taylor Liff

CERT-07, 2020-JUN-26, V7
Case 1:19-cv-00260-CCE-JEP Document 219-5 Filed 11/03/21 Page 7 of 8
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®MORNINGSIDE

TRANSLATION CERTIFICATION

Date: October 27, 2021

To whom it may concern:

This is to certify that the attached translation is an accurate representation of the documents
received by this office. The translation was completed from:

e Chinese
To:
e English
The documents are designated as:
s RJRV-F000706389
Taylor Liff, Project Manager in this company, attests to the following:

“To the best of my knowledge, the aforementioned documents are a true, full and accurate
translation of the specified documents.”

Signature of Taylor Liff

CERT-07, 2020-JUN-26, V7 )
Case 1:19-cv-00260-CCE-JEP Document 219-5 Filed 11/03/21 Page 8 of 8
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From: He, Judy <Judy.He@haynesboone.com>

Sent: Maonday, October 25, 2021 1:47 PM

To: 'TSG Production'

Cc: ‘Brandon Jordan'; 'FumaService'; Gabric, Ralph; Miller, Laura; Quinlan, Michael S;
Morrow, John

Subject: " [EXTERNAL] Fuma International, LLC v. RJ. Reynolds Vapor Company - ERRATA - Job
Date 9/24/2021 - Job #199180

Attachments: SIGNED Wang Errata Sheet.pdf

TSG and Counsel —

Attached please find the signed errata for the deposition of Shanhong Wang in the above-referenced matter/job.

Regards,

HAYNES BOONE

Judy He
Associate
judy.he@haynesboone.com

Haynes and Boone, LLP
180 N. LaSalle St.

Suite 2215

Chicago, IL 60601

() +1312.216.1640
(f) +1312.216.1621

vCard | Blo | Website

CONFIDENTIALITY NOTICE: This electronic mail transmission is confidential,
may be privileged and should be read or retained only by the intended

recipient. If you have received this transmission in error, please

immediately notify the sender and delete it from your system.

Case 1:19-cv-00260-CCE-JEP Document 219-6 Filed 11/03/21 Page 2 of 5
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Witness Name:

Case name:

Date of Deposition:

WITNESS ERRATA SHEET

Shanhong Wang

Page 117

FUMA INTERNATIONAL LLC v. R.J. REYNOLDS
VAPOR COMPANY

September 24,

2021

CORRECTIONS :

Pg. In. Now Reads Should Read Reason
6 16 1:19-cv-60 1:19-cv-260 Typo
23 16-17" 103 is the 103 is the Clarification
absorbent oil
material for
the oil
23 19 thread oil Clarification
25 11-13 Exhibit 1 is Page 8 of TSG error
missing the Exhibit 1
28 10-14 red-line should
annotation reflect the
28 17-20 made during red-line
the annotation
28 23-25 deposition. made during
the
29 2-4 deposition,
25-29 generall By shown 1n
g Y the
screenshot
attached to
this errata.
40 10 51 Frija Clarification
40 19 Frazier Frija Typo
42 4y Sy 185 Long Totem LoongTotem Typo
45 5 Long Totem LoongTotem Typo
54 9 conducive conductive Typo

Case 1:19-cv-00260-CCE-JEP Document 219-6 Filed 11/03/21 Page 3 of 5
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‘Page 118

Pg.  In. ‘Now Reads Should Read  Reason
53 16 Frazier Frija TYpo.
60 13, 18 Long Totem LoongTotem Typo.
63 23-24 Long Totem LoongTotem TYpo
64 4 Long Totem LoongTotem Typor
68 5 Long Totem LoongTotem Typo
T 7 Long Totem LoongTotem Typo
‘95 9 2007 2007-2008 Clarification
95 10 Long Totem LoongTotem Typo.
97 21 daily Davy Typor
111 8 RJIRV-F00006280 RJRV- Typo

F000062080

<Sig_hatu'-1‘e of the Deponent:
Lo

Wang Stanhong (FEiL)

Case 1:19-cv-00260-CCE-JEP Document 219-6 Filed 11/03/21 Page 4 of 5
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Exhibit G

Case 1:19-cv-00260-CCE-JEP Document 219-7 Filed 11/03/21 Page 1 of 38

JUUL Ex.1036
Case No.: IPR2024-00160
Page 42 of 91



10

11

12

1.3

14

15

16

17

18

19

20

21

22

23

24

25

IN THE UNITED STATES DISTRICT COURT

FOR THE MIDDLE DISTRICT OF NORTH CAROLINA

FUMA INTERNATIONAL LLC, an
Ohio limited liability

company,
Plaintiff/Counter- Civil Action
Defendant, Nos.
1:19-cv-260
vs. and

1:19-cv-660
R.J. REYNOLDS VAPOR
COMPANY, a North Carolina
corporation,

Defendant /Counter-
Plaintiff.

et Tt Mt T N N Tt Nt Tt Tt Nt T T st st

REMOTE ZOOM VIDEOTAPED DEPOSITION OF
SHANHONG WANG

Friday, September 24, 2021

Reported by:
Stacey L. Daywalt

JOB NO. 199180

Page 1

TSG Reporting - Worldwide 877-702-9580

Case 1:19-cv-00260-CCE-JEP Document 219-7 Filed 11/03/21 Page 2 of 38
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11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Page 2

Friday, September 24, 2021

9:33 a.m.

Remote Zoom Videotaped Deposition of
SHANHONG WANG, held before Stacey L. Daywalt, a
Court Reporter and Notary Public of the

District of Columbia.

TSG Reporting - Worldwide B77-702-8580

Case 1:19-cv-00260-CCE-JEP Document 219-7 Filed 11/03/21 Page 3 of 38
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Page 3
APPEARANTCES:

(All appearances via remote Zoom)

3
4 DIRK D. THOMAS
5 Attorneys for Plaintiff
6 1775 Eye Street
7 Washington, DC 20006
8 BY: DIRK THOMAS, ESQ.
9
10 AND
11
12 THE LAW FIRM OF BRANDON M. JORDAN
13 Attorneys for Plaintiff
14 2800 Eisenhower Avenue
15 Alexandria, Virginia 22314
16 BY: ERANDON JORDAN, ESQ.
1.7
18
19
20
21
22
23
24
25
TSG Reporting - Worldwide 877-702-9580
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

APPEARANTCES (CONTINUED) :

HAYNES AND BOONE
Attorneys for Defendant.
180 North LaSalle Street
Chicago, Illinois 60601
BY & JUDY HE, ESQ.

RALPH GABRIC, ESQ.

JONES DAY

Attorneys for Defendant
901 Lakeside Avenue
Cleveland, Ohio 44114

BY: MICHAEL QUINLAN, ESQ.

ALSO PRESENT:

PHILIP RIZZUTI, Videographer
VLADIMIR KORNEYCHUK, Exhibits

YANG SHAO, Interpreter
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S. Wang

THE VIDEOGRAPHER: Good morning,
counsel. My name is Philip Rizzuti. I am a
legal videographer in association with TSG
Reporting, Inc.

Due to the severity of the COVID-19
and following the practice of social
distancing, I will not be in the same room with
the witness. Instead, I will record this
videotaped deposition remotely. The reporter,
Stacey Daywalt, also will not be in the same
room and will swear the witness remotely.

Do all parties stipulate to the
validity of this video recording and remote
swearing and that it will be admissible in the
courtroom as if it had been taken following
Rule 30 of the Federal Rules of Civil Procedure
and the state's rules where this case is
pending?

MR. THOMAS: Yeah, this is Dirk
Thomas on behalf of Fuma.

We do not consent. We object to the
fact that the court reporter swearing the
witness is not present with the witness.

But we can continue with the

Page 5

TSG Reporting - Worldwide 877-702-9580

Case 1:19-cv-00260-CCE-JEP Document 219-7 Filed 11/03/21 Page 6 of 38

JUUL Ex.1036
Case No.: IPR2024-00160
Page 47 of 91



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

25

S. Wang
deposition subject to our objection.

MS. HE: This is Judy He, counsel
for RJRV.

We consent and we note that it is a
court ordered deposition pursuant to the court
order.

THE VIDEOGRAPHER: Okay. This is
the start of media labelled No. 1 of the video
recorded deposition of Mr. Shanhong Wang in the
matter of Fuma International, LLC, an Ohio
limited liability company, versus R.J. Reynolds
Vapor Company, a North Carolina corporation, in
the United States District Court for the Middle
District of North Caroclina, Case
Nog. 1:19-cv-60 and 1:19-cv-660.

This deposition is taking place on
September 24th, 2021 at approximately 9:35 a.m.

My name is Phil Rizzuti. I am the
legal video specialist from TSG Reporting, Inc.

The court reporter is Stacey
Daywalt, in association with TSG Reporting.

Counsel, please introduce
yourselves,

(Counsel identify themselves on the
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S. Wang
record.)

THE VIDEOGRAPHER: Thank vou.

Will the court reporter please swear
in the witness.

Excuse me. Will the court reporter
please swear in the interpreter first.

YANG SHAO, Interpreter, after having
been first sworn to translate Mandarin to
English and English to Mandarin to the best of
his ability, interpreted the following:
SHANHONG WAN G,

called as a witness, having been
duly sworn by a Notary Public, was examined and

testified as follows:

EXAMINATION BY
MS. HE:

Q. Can you please state your name for
the record.

A. My name is Shanhong Wang, spelled as
S-H-A-N-H-0-N-G, last name W-A-N-G.

The English name is spelled the
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S. Wang
MR. THOMAS: Move to strike the
answer as nonresponsive.
BY MS. HE:

Q. Mr. Wang, please identify all of the
elements of the cartridge shown in Figure 1.
For example, 101 is an element, 102 is an
element.

Please identify all of the elements
shown in the cartridge of Figure 1.

MR. THOMAS: Object to the form of
the gquestion.

THE WITNESS: 101 is actually the
cover with an aperture for the air.

102 is the outside housing.

103 is the absorbent material for
the oil.

104 is the heater, while 105 is the
part which has the thread inside.
BY MS. HE:

Q. So Mr. Wang, in Figure 1, from 101
to 105 is the cartridge. Correct?

MR. THOMAS: Object to the form of
the question.

THE WITNESS: That is correct,
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i S. Wang

2 Actually, for part 104, both the

3 upper end and the lower end would have their

4 independent airflow channels.

5 What we did was to coil the wire

6 through separate glass tubes. Therefore, the

, alrflow channel would be formed.

8 As you can see in 105 as well as in

9 101, they're hollow spaces.
10 BY MS. HE:
11 Q. Can the witness draw where the air
12 flows through this device -- through the
13 cartridge.
14 MR. THOMAS: Object to the form of
15 the question.
16 MR. KORNEYCHUK: Should I give him

17 control of the exhibit, Counsel?

18 MS. HE: Yes.

19 Can you give the witness control?
20 THE WITNESS: Well, since I'm using
2 my cell phone, can I do that? I don't know.
22 Is it okay?
23 MR. KORNEYCHUK: Counsel, I believe
24 that because he is on a cell phone that I
25 cannot give control. That's correct, yeah.
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MS. HE: Can we go off the record?

THE VIDEOGRAPHER: The time is
10:26 a.m. and we are going off the record.

(Discussion was held off the
record.)

THE VIDEOGRAPHER: The time is
10:28 a.m. and we are back on the record.

MR. THOMAS: I want the record to
reflect that while the witness was asked the
last question and before the witness did
anything to what is now marked as Exhibit 1,
the videographer applied a red line to the
drawing that's marked as Exhibit 1 and the
witness saw that. And that was not the
witness's doing. That was the videographer's
deing.

So as long as the record reflects
that, we can move on.

MR. KORNEYCHUK: And in all
fairness, this is actually the exhibit operator
who made that mistake as I was trying to give
the deponent control of the exhibits. And I
wasn't able to because the deponent is on his

cell phone and I cannot give him control when
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S. Wang
he's on his cell phone.

MR. THOMAS: Yeah, that's fine.

And I appreciate that it wasn't the
videographer. It was the Vladimir Korneychuk.
Is that correct?

MR. KORNEYCHUK: Korneychuk, ves.

MR. THOMAS: Okay. So -- and
Vladimir, who do you work for?

MR. KORNEYCHUK: TSG Reporting.

MR. THOMAS: Okay. Then the record
will reflect that the person handling the
exhibits added the red line before the witness
was able to respond to the question that was
pending, the red line in Exhibit 1.

THE WITNESS: No, actually I draw
this line. I drew this line using my cell
phone.

Actually, I did not see the cursor.
However, I saw a pen on the screen of my cell
phone. So I used that pen and drew the line,
and it was done like that.

And I even asked you guys whether
that's how I should do it, and it was done.

Actually, you can even try with your
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S. Wang
own cell phone. It's so easy to do so.

MR. THOMAS: The record will reflect
what the videographer and what the exhibit
coordinator said.

And if this witness wants to
contradict what they said, I can't stop him.

So go ahead.

BY MS. HE:
Q. Mr. Wang, do you see a red line on

Figure 17

A. Yes.
0. Does that line go through the center
of 1017

MR. THOMAS: Object to the form of
the guestion.

THE WITNESS: Of course it went
through the center.

0. Does that line go through the center

of 1047

MR. THOMAS: Object to the form of
the question.

THE WITNESS: In this figure, yes,
because it has to go through the airflow

channel.
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S. Wang

Once it does so, it will go through
the heater and bring up the smoke or fumes or
vapors.

ﬁR. THOMAS: Move to strike the
answer as nonresponsive.

MS. HE: Can I take a break?

THE WITNESS: All right.

MS. HE: Can we go off the record?

THE VIDEOGRAPHER: The time is
10:35 a.m. and we are going off the record.

(Recess was taken from 10:35 a.m. to
10:48 a.m.)

THE VIDEOGRAPHER: The time is
10:48 a.m. and we are back on the record.
BY MS. HE:

Q. Mr. Wang, I am marking as Wang

Exhibit 2 a document starting with Bates
No. RJRV-F000706283. |

MR. THOMAS: Well, wait a minute.
Objection.

Who has been marking up this exhibit
that was just published with that red line and
then taking it off? How is that happening?

Counsel, this record has to reflect
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S. Wang
that when this exhibit was published there was
a red line that looked like the red line on
Exhibit 1. And somebody, whoever has control
of the cursor right now -- I assume it's the
person who's controlling the exhibits --
removed that red mark that was on this page
when it was published to everybody, including
the witness.

How did that happen? Somebody.

MR. KORNEYCHUK: Counsel, during the
previous break when that line first appeared, I
had asked if I can remove that line after I
announced what happened.

I never removed that line, and so
that line was still on the screen here within
Zoom. That's why it appeared here on Exhibit 2
automatically.

MR. THOMAS: Well, listen, the
record has to reflect accurately everything
that happens here. Okay?

So if an exhibit comes up, before
anybody starts changing anything in it, we need
to make sure of what the record is before

somebody starts making changes on it.
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S. Wang

Is that clear to everybody,
including whoever's working the exhibits?
Because at this point the record needs to
reflect that you were removing a marking that
apparently existed on Exhibit 2 when this
witness has never had control over Exhibit 2.
That's what showed up on this screen, so that's
what I want the record to reflect and that's
what the record does reflect.

And if anybody's going to challenge
me on that, say so now.

All right. Let's move on.

MR. GABRIC: Well, no. I'm going to
say so now, Dirk. This i1s Ralph.

MR. THOMAS: Go ahead, Ralph. Tell
me that you didn't see that red line get
removed when this Exhibit 2 was published.

MR. GABRIC: ©No, I'm going to tell
you what I heard the exhibit handler to say, is
that --

MR. THOMAS: ©No, Ralph. Tell me if
you saw that red line get removed from this
exhibit after it was published.

MR. GABRIC: Hey, Dirk, I'm not
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S. Wang
going to answer your questions.

I'm making my record. You make your
record.

MR. THOMAS: Well, I want -- I want
there to be an exhibit just like was shown when
this was published.

And you can make a new exhibit
without it if you want. But this witness saw a
different exhibit that got modified, and now

the record won't show what the witness

observed.

MR. GABRIC: Well, I have a --
the -- Vladimir, are you controlling the
exhibits?

MR. KORNEYCHUK: I am, yes.

MR. GABRIC: And was the line on the
Zoom screen a remnant or was it actually on
Exhibit 2°?

MR. KORNEYCHUK: Any sort of
adaptations that I made is not officially in
the exhibit unless I save it.

So that was just a line that was
within Zoom, not within that actual exhibit.

MR. GABRIC: That's all I wanted to
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S. Wang
clarify. Thank you.

MR. THOMAS: Who put that line in,
Vladimir?

MR. KORNEYCHUK: Originally I
thought that it was me. The deponent said
otherwise.

At this point I can only speculate.

MR. THOMAS: And let's make a new
exhibit showing what you had left on Exhibit 2
when it was marked, because right now this
record does not reflect what was shown to the
witness.

So I'm going to make an objection to
any of this line of questioning at this point.

MR. GABRIC: Your objection's noted.

Judy, go ahead. Sorry to interrupt.

MR. THOMAS: No. Actually, I want
the videographer to create a separate exhibit
that I will mark when I get to answer questions
with that red line on Exhibit 2 as it was
originally pulled up.

Can you do that for me, Vladimir?

MR. GABRIC: You'll get your turn,

Dirk. This is --
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S. Wang

MR. THOMAS: I'm just asking
Vladimir to make sure he can do it. That's
all,

I don't want to ask questions about
it right now. I just want to make sure
Vladimir tells me that he can recreate what was
originally shown to the witness and then I'll
mark it.

I know you don't want to, Ralph, but
I will.

MR. GABRIC: You don't have to
assume what I think or don't think, Dirk.

MR. THOMAS: Well, go ahead and mark
it then.

MR. GABRIC: We're going to conduct
our examination as we please, Dirk.

MR. THOMAS: Well, you're conducting
it --

(Simultaneous crosstalk.)

MR. THOMAS: -- record that does not
reflect what the witness has been shown, and
that's what I want this record to reflect.

But go ahead.

Vladimir, can you recreate that as
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S. Wang
an exhibit for me when it's my turn to ask
questions?

MR. KORNEYCHUK: Well, the problem
with that is that that mark was not within an
exhibit. It was just within the Zoom platform.
So...

MR. THOMAS: Well, put it back. I
mean, hit replay and get it back --

MR. KORNEYCHUK: I can -- I can put
it -- I can try to put it back.

Would you like --

MR. THOMAS: Yeah, let me see what
it looks like as you pulled it up originally.

MR. KORNEYCHUK: Sure.

And again, I mean, this is not
within Exhibit 2. This is within Zoom.

So this is where -- this is the
exact --

MR. THOMAS: I want you to create
that for me to mark as an exhibit when it's my
turn to ask questions. Okay?

MR. KORNEYCHUK: I can go ahead and
gsave this and the --

MR. THOMAS: Perfect. Thank you.
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5. Wang

MR. KORNEYCHUK: But am I okay to
clear this line, Counsel?

MR. THOMAS: Yeah, that's the one.
That's the one that was shown to the witness
initially, yes.

MR. KORNEYCHUK: Okay.

MR. THOMAS: But you've got a copy
of it with the red line on it that you're going
to use when I get to ask questions. Right?

MR. KORNEYCHUK: That's correct.

MR. THOMAS: Okay. Thank you.

BY MS. HE:

Q. Mr. Wang, I'm showing you a document
that I've marked as Wang Exhibit 2, and it
starts with Bates No. RJRV-F000706283.

Do you recognize Wang Exhibit 2?

(Wang Exhibit 2, Document starting
with Bates No. RJRV-F000706283, mafked for
identification.)

THE WITNESS: I can't see it.

Can you show it to me?

I believe the screen is shared.

A, Is this the document?

MS. HE: Can we go off the record.
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S. Wang
BY MS. HE:

Q. Does that air travel through the
cartridge in a straight line?

MR. THOMAS: Object to the form of
the question.

THE WITNESS: That is correct.

Since the heater was wrapped up by
the heat conducive cotton, there's no other way
for the air to travel through. It can only
travel through the passageway in the center.
BY MS. HE:

Q. I'd like to scroll down to the photo
on the bottom right-hand side of the page
ending in Bates No. 6312.

Mr. Wang, there's -- that white --
what is the white stuff that is shown in that
photo?

MR. THOMAS: Object to the form of
the question.

THE WITNESS: The white stuff is
actually the heat conducive cotton, and it was
used to transfer the liquid to the heater. It
is the absorbent material for the oil.

Actually after the wrapping was
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EXAMINATION BY
MR. THOMAS:
Q. Mr. Wang, you are being paid to help

R.J. Reynolds in this case. Correct?

A. No. Actually --

MS. HE: Excuse me, Mr. Interpreter.
I need to make my objection.

Objection, form and objection,
mischaracterizes the nature of his agreement.

THE INTERPRETER: The witness answer
is as follows: ©No. Actually, for all my
patents, nobody ever paid me even a penny.
Only one company called E-cigarettes.com paid
me 150,000 RMB. Otherwise, many companies
copied my patents but they didn't even pay me a
penny.
BY MR. THOMAS:

Q. Mr. Wang, you are being paid $100 an
hour by R.J. Reynolds to appear for this
deposition. Correct?

MS. HE: Objection, mischaracterizes
the nature of his agreement.
THE WITNESS: Actually, I'm still

the owner of my company and I have a very
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S. Wang
successful business. I've been very busy, and
time to me is very precious every day.
Actually, right now I've been providing
nicotine related products to many companies and
my business is very good.

For this deposition I have to suffer
some loss, so even this type of a compensation
may not actually cover my loss, and you
shouldn't even mention it.

BY MR. THOMAS:

Q. Mr. Wang, you are being paid $100 an
hour for the time you spend speaking with
attorneys at Haynes and Boone relating to this
litigation. Correct?

MS. HE: Objection, mischaracterizes
his agreement.

Also, I'll note for the record that
the witness was not done testifying. He was
still in the middle of his testimony.

THE WITNESS: So far I haven't
received a dime. Nobody even paid me a penny
as of now.

BY MR. THOMAS:

Q. Mr. Wang, you have a written
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S. Wang
agreement with R.J. Reynolds' lawyers to pay
you $100 an hour for the time you spend helping
them on this case. Isn't that correct?

MS. HE: Objection, form and
objection, mischaracterizing the nature of his
agreement.

THE WITNESS: Actually, I don't care
about compensation for the time I spent.

So far I spent a lot of time, but I
haven't received even a dime. I don't really
care about this.

Last time a lawyer came to visit my
company, I spent my own money to host that
lawyer. I didn't receive any money for that.
BY MR. THOMAS:

Q. What lawyer was that, Mr. Wang, that
came to visit your company?
A, When the document was executed, the

last name of that attorney is spelled Z-H-A-O,

Zhao.
Q. And that is --
MS. HE: Excuse me. I need to make
a -- I didn't get a chance to make an ocbjection

to that question.
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Page 79
S. Wang

But objection, form to the earlier
guestion that was mentioned.
BY MR. THOMAS:

s The lawyer that came to visit you is
a lawyer for R.J. Reynolds in this litigation.
Correct?

MS. HE: Objection, form.

THE WITNESS: He came over for the
execution of the document.

I do not know who that person really
is. I only tell you what I know.

BY MR. THOMAS:

Q. You know that it was somebody that
came to help you write your declaration that
you submitted in this case. Correct?

MS. HE: Objection, form and
objection, mischaracterizes earlier testimony.

THE WITNESS: I don't know much
about the English version.

However, for the Chinese version, I
participated in the creation of the declaration
and I helped with some wordings.

BY MR. THOMAS:

g I'm going to have Mr. Jordan mark as
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S. Wang
the next exhibit -- it will be Wang
Exhibit 8 -- a document that was produced to us

just today from R.J. Reynolds, and it's Bates
numbered RJRV-F00706340, 341, 342 and 343.

(Wang Exhibit 8, Letter dated
9/23/21, RJRV-F000706340-343, marked for
identification.)

Qs If we could publish that for
everybody, please.

MR. JORDAN: Vladimir, this is
Brandon Jordan. I've placed Exhibit 8 in the
chat. So if you could just pull it up for us.

Q. And if you could go to the second
page of this and then towards the bottom.

Mr. Wang, is that your signature on
the left under where it says Accepted and
Agreed and it says Wang Shanhong?

Is that your signature?

A. That's correct.

Q. And if we could scroll up, please,
to the one, two, third paragraph where it says:
"As compensation for your time in this
litigation."

Could you highlight that, please.
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S. Wang

And Mr. Wang, the document you
signed says that you will be paid as
compensation for your time spent in this
litigation $100 per hour for your time spent
obtaining an exit/entry permit with the local
authorities. Correct?

MS. HE: Objection, form and
objection.

You're mischaracterizing the
agreement.

THE WITNESS: It's not completely
true with regard to your description.

Actually, I spent time for COVID-19
test, as well as getting the exit/entry permit
because I have to travel to Macau. Had the
deposition been taken in Shenzhen, then I
wouldn't have had done so many things.

I don't know why, but I guess it's
only legal for me to give'my testimony in
Macau. For that, I had to go back to my
hometown for the paperwork and I had been
quarantined for a long time. Therefore, I have
spent so much time for this litigation.

In addition, there's not a causal

Page 81

TSG Reporting - Worldwide 877-702-9580

Case 1:19-cv-00260-CCE-JEP Document 219-7 Filed 11/03/21 Page 28 of 38

JUUL Ex.1036
Case No.: IPR2024-00160
Page 69 of 91



10

11

12

13

14

15

16

177

18

19

20

27

22

23

24

25

S. Wang
relation between this agreement and what I've
been doing. I'm doing this tc -- for the sake
of my honcr.
BY MR. THOMAS:

0. Mr. Wang, you are being paid $100 an
hour by R.J. Reynolds' lawyers for your travel
time between Shenzhen and your hometown of
Kaifeng for purposes of obtaining an exit/entry
permit. Correct?

MS. HE: Objection, form.

Objection, you're mischaracterizing the
agreement.

THE WITNESS: I believe such a
compensation is just a token, because when I
was working for another company or when I was
employed in the past, I used to be able to make
one million RMB a month.

Now I have my own business, I can
earn one million RMB a month. Therefore, I
don't care about such compensation.

BY MR. THOMAS:

Q. Mr. Wang, you are being paid $100 an

hour for your travel time between Shenzhen and

Macau for purposes of providing your deposition
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S. Wang
today. Correct?

MS. HE: Objection, form.

Objection, you're mischaracterizing the
agreement.

THE WITNESS: I know I executed this
document .

However, I don't care whether they
gave me this compensation or not because I have
spent a lot of time, and my time is more
valuable, way more wvaluable, than that level of
compensation.

BY MR. THOMAS:

Q. Mr. Wang, R.J. Reynolds' lawyers at
Haynes and Boone will pay for the hotel you're
staying in in Macau. Correct?

MS. HE: Objection, form.

THE WITNESS: Actually, I paid the
deposit when I checked in.

Q. Mr. Wang, are you in your hotel room
right now?

MS. HE: Objection, form.

THE INTERPRETER: The interpreter
did not get a response.

THE WITNESS: That's correct. This
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5. Wang
is the hotel room I stay in Macau.

Q. Could you take your phone and show
us the hotel room that you're in. Just scan
around the room with your phone so we can see
the hotel room you're staying in.

MS. HE: Objection, form. That's
irrelevant.

THE WITNESS: Is that really
necessary? I don't think it is necessary.

0. Yes, I believe it's necessary.

Please comply.

A Is it really necessary?

Q. Yes. I want to see what kind of
accommodations R.J. Reynolds' lawyers are
paying for you to stay at while you do this
deposition.

MS. HE: Objection, harassment.

I'll note for the record that the
witness has expressed twice now that he feels
uncomfortable and he feels it's unnecessary to
comply, but Fuma counsel insists.

THE WITNESS: Why do you want me to
show you the room? Who would you like to see?

What are you looking for?
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S. Wang
BY MR. THOMAS:
Q. Mr. Wang, I cannot force vyou to do
as I ask. I will move on.

But I will note for the record that
you refuse to provide me an indication of the
kind of accommodations that R.J. Reynolds is
paying for for you to attend your deposition.

So I'll move on.

(Simultaneous crosstalk.)

MS. HE: I object, mischaracterizes
the witness's position. The witness has
expressed that he is uncomfortable with
complying with Fuma's counsel's request.

BY MR. THOMAS:
Q. So I will move on.
A. Wait a minute. (In English.)

Hold on. I just want to say
something.

No matter how you would argue with
me, I've been in the industry for 18 years.
This product belongs to me. This patent
belongs to me. I have the ownership of the
original invention, and the intellectual

property belongs to me.
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S. Wang

Q. Mr. Wang, do you have any United
States patents in your name?

A. Only the Chinese patent.

0. So the answer is no, you have no
patents in the United States in your name for
E-cigarettes. Correct?

MS. HE: Objection, mischaracterizes
the witness's earlier testimony.

THE WITNESS: Okay. Just copy the
Chinese patents as much as you want.

Q. Mr. Wang, is R.J. Reynolds copying
your patents?

MS. HE: Objection, form.
Objection, wvague.

Excuse me. One more objection.
Calls for a legal conclusion.

THE WITNESS: 1In fact all the
E-cigarettes in the US are using my patent.
BY MR. THOMAS:

Q. So the answer is you believe --

(Simultaneous crosstalk.)

Q. -- that R.J. Reynolds is using your
patent without paying you. Correct?

MS. HE: Objection, mischaracterizes
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S. Wang
witness's earlier testimony, calls for a legal
conclusion. It calls for an opinion.

THE WITNESS: Actually, even though
I didn't say so, all the E-cigarettes in the
United States are using my patents because
those patents came after my patent and those
new patents didn't have any substantial
changes.

For example, they changed the round
shape to the flat shape. And actually there
was no significant change. They're still using
the concept of my patents, which are the
cartridges and the battery part for the
connections. And some people now use a kind of
touch connection instead of my threaded
connection, but still that's not something
substantially different.

I know it is very hard to protect my
patent in the United States, but still I have
the original invention.

BY MR. THOMAS:
Q. Mr. Wang, do you believe that R.J.
Reynolds should pay you for copying your

patents in their products?

Page 87

TSG Reporting - Worldwide 877-702-9580

Case 1:19-cv-00260-CCE-JEP Document 219-7 Filed 11/03/21 Page 34 of 38

JUUL Ex.1036
Case No.: IPR2024-00160
Page 75 of 91



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

25

S. Wang

MS. HE: Objection, mischaracterizes
witness's ear;ier testimony, calls for an
opinion, speculation and calls for a legal
conclusion.

THE WITNESS: Actually, I don't
think anyone should pay me any money since my
patents are already expired and became the
commonwealth of the humankind.

As long as I get some respect, I'll
be satisfied.

BY MR. THOMAS:
Q. Mr. Wang, when did your patents
expire? .

MS. HE: Objection, form.
Objection, calls for a legal conclusion.

THE WITNESS: Well, I don't recall.

Q. Well, how do you know the patents
have expired if you don't know the date that
ﬁhey expired?

MS. HE: Objection, form.

THE WITNESS: Maybe it has been a
long time ever since.

Q. Well, you filed your patent

application in 2008, the one that Ms. He showed
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S. Wang
you. Correct?
A. Isn't it 2007, give or take?
Q. 2007 then.

Did that patent application ever
actually issue as a formal patent?

MS. HE: Objecgion, calls for a
legal conclusion.

THE WITNESS: T don't recall.

Actually, I have over 100 patents
related to E-cigarettes. Some were under my
name. Some were under my wife's name. Some
were co-authored by me and others. I don't
recall. Too many.
BY MR. THOMAS:

Q. If we could pull up what Ms. He

marked as Exhibit 1 to your deposition, please.

Did this patent application issue as
a formal patent, Mr. Wang, what was marked as
Exhibit 1 to your deposition today?

MS. HE: Objection, form, vague and
calls for a legal conclusion.

THE WITNESS: You don't need my
answer. You can search for the answer on the

Internet on the websites regarding the patents.
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Page 113
S. Wang

THE VIDEOGRAPHER: The time is
2:33 p.m., and this ends the deposition of
Mr. Shanhong Wang.

(Time Noted: 2:34 p.m.)

SHANHONG WANG

Subscribed and sworn to before me

this day of 2021.
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District of Columbia, to wit:

I, Stacey L. Daywalt, a Notary
Public of the District of Columbia, do hereby
certify that the within-named witness remotely
appeared before me at the time and place herein
set out, and after having been duly sworn by
me, according to law, was examined by Counsel.

I further certify that the
examination was recorded stenographically by me
and this transcript is a true record of the
proceedings.

I further certify that I am not of
counsel to any of the parties, nor an employee
of counsel, nor related to any of the parties,
nor in any way interested in the outcome of
this action.

As witness my hand and Notarial Seal

this 28th day of September, 2021.

§*\Gu‘3

Stacey L. Daywalt, Notary Public

My Commission Expires: 4/14/2026
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‘ TIMES

CHINA

China’s middle class not so rich after all

Revised official income data pinpricks certain hopes high-spending Chinese
consumers will carry the post-Covid global economy

By FRANK CHEN
NOVEMBER 28, 2020

Retail needs a lift: A man carries a woman piggyback on a street surrouned by shops and malls in Shanghai on
July 31. Photo: AFP / Hector Retamal

Chinese President Xi Jinping often promotes the prospect that the Chinese
consumer will help to lift the global economy out of the Covid-19

Case 1:19-cv-00260-CCE-JEP Document 219-8 Filed 11/03/21 Page 2 of 8

JUUL Ex.1036
Case No.: IPR2024-00160
Page 81 of 91



recession. But new data shows that the Chinese consumer won’t likely be
replacing their higher-spending Western counterparts any time soon.

Earlier this month, at the China International Import Expo in Shanghai, Xi
vowed that China’s rising middle class would consume no less than US$22
trillion worth of imported foreign consumer goods over the next decade.

Upon the signing of the Regional Comprehensive Economic Partnership
(RCEP), a trade pact that brings together 15 Asian economies including China,
Japan, Australia and South Korea, China’s Commerce Ministry said that the
massive potential of China’s middle class was still far from being fully tapped
by foreign enterprises.

Indeed, there has been a steady flow of impressive National Statistics Bureau
data about resilient average wage growth that has appeared to defy pandemic-
stunted economic growth. China is one of the few economies worldwide
expected to record positive gross domestic product (GDP) growth in 2020.

Xi is now promoting his newly announced “dual circulation” policy, a gambit
that seeks to drive more domestic consumption-led economic growth and
spending on imports. There are reasons to believe that China’s middle class
will start spending more as the yuan appreciates against the dollar, making
imported goods relatively cheaper.
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Chinese President Xi Jinping makes a toast with an imported glass of wine in a file photo. Image:
Twitter

At an October State Council press conference marking the 71st anniversary of
the Communist republic, the NSB claimed that China now boasted no less
than 400 million middle class consumers and that the average personal
income figures in major cities for the first three quarters all achieved “high
single-digit growth” over 2019.

For instance, working residents in Shanghai, China’s largest city economy and
most populous urban center, earned 54,126 yuan (US$8,236) on average in
the first nine months, up roughly 5% year-on-year, according to the NSB.
Beijing’s corresponding figure was 51,772 yuan ($7,868).

A quarterly salary survey conducted by Zhilian, China’s largest jobs and
employment consultancy, painted an even more optimistic picture. A middle
class resident in Beijing made 11,623 yuan ($1,766) a month between June
and September, an all-time high in the survey’s history. Shanghai’s figure was
11,226 yuan ($1,706), the same survey showed.
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However, an unexplained change in the NSB’s data-crunching methodology
since the third quarter has raised new questions about the Chinese
consumer’s underlying spending power, as statisticians replaced average
income figures with what they say is a “more accurate” median monthly
income measure.

As such, the NSB’s latest median monthly income figures across key Chinese
cities have put a certain damper on Beijing’s earlier upbeat assessments about
the country’s swelling middle class and rising spending power.

NSB median income data for the first nine months of this year showed that
the middle class in Beijing, Shanghai, Shenzhen and other second-tier cities is
making far less than formerly estimated. Those in Beijing make the highest
amount, 6,906 yuan ($1,050) per month, followed by Shanghai’s 6,378 yuan
($969) and Shenzhen'’s 5,199 yuan ($790).

NSB data also revealed that in the first three-quarters of this year the median
income for the nation’s entire working class stood at 20,512 yuan ($3,117), or
2,279 yuan ($346) per month, 15% lower than the per capita average figure
announced earlier by the bureau.

A pedestrian walks past an array of boutique stores in Beijing. Photo: Xinhua
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The disparity in data suggests that the wealth and spending power of China’s
middle and working class has previously been exaggerated.

The new median income figures, however, corroborate Chinese Premier Li
Kegqiang’s surprise revelation at a National People’s Congress press
conference in May that 600 million Chinese, or nearly half of the world’s
second-largest economy’s population, were living a hand-to-mouth existence
with a monthly income of 1,000 yuan ($152) or even less.

“You cannot even rent a home in any big cities with just 1,000 yuan,” the
premier said at the televised question-and-answer event at the time.

Yuan Qiansheng, an assistant professor of economics at Shanghai Fudan
University’s School of Business, told Asia Times that the NSB started
publishing median income data following the premier’s candid admission on
the state of the nation’s still massive working poor.

“These latest median income data present a fuller picture of China’s middle
and working class... The reality on the ground is that, if one can make 5,000
yuan ($760) a month, he is in fact way better off than a vast majority of his
working peers in major cities.

“Average income figures can sometimes be misleading. One extreme case can
be that, if you put a vagrant next to [Alibaba founder] Jack Ma, China’s richest
entrepreneur according to Forbes, then the two’s average income can beat
China’s entire middle class. I'm glad that the NSB now releases median
income figures to reflect more truth,” said the academic.

The fact that the Chinese government is now publishing median data and Li is
speaking openly about the state of the working class suggests that Beijing is
finally acknowledging huge inequalities in income. This is also consistent with
other reforms, for example, of the financial sector.
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A file photo shows a migrant worker standing on the top of a litter bin to have a look at the National
Stadium. Photo: WeChat via dixphoto

Xinhua reported in a feature on domestic consumption that young shop
assistants at a beauty salon near Beijing’s glittering Guomao business district
could earn about 2,000 yuan ($304) a month. It revealed that most of their
cosmetics and personal care products were bought cheaply online, not in
expensive, glitzy Guomao stores.

“The real internal demand is the demand from the masses. Forget luxury
items and expensive homes, when Beijing doubles down on spurring domestic
consumption and importing more foreign goods, the focus should be squarely
put on the average wage-earners like these shop assistants,” said Xinhua.

China Merchants Bank, widely seen as the bank of choice for wealthy Chinese,
said in its 2019 annual report that only 1.8% of its total client base of 144
million had deposits of 500,000 yuan ($76,000) or more. These VIP clients,
the report said, had combined deposits of 6 trillion yuan ($912 billion),
accounting for more than 80% of the bank’s total deposits.
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That wealth disparity could help to explain why consumption is still in the
doldrums across major cities. Shanghai reported a 4.6% year-on-year
contraction in total retail sales in the first three quarters of this year.

Beijing’s corresponding figure dropped by 13.1%. Number-crunching officials
in both cities warned that consumption and retail sales would not likely return
to the positive territory this year.

Read more:

Golden Week deflates China’s consumption boom hype

© 2021 COVERING GEO-POLITICAL NEWS AND CURRENT AFFAIRS ACROSS ASIA.
PROUDLY POWERED BY NEWSPACK BY AUTOMATTIC
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