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The "small battery" patent war is escalating: ATL sues Zhuhai CosMX, with the amount
involved potentially reaching hundreds of millions
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Author: Ying Huang

On October 21, 2021, Nanfang Daily published a special report titled "Can Zhuhai CosMX
Become the Next ATL?". One week before this article, on October 15, Zhuhai CosMX had just
been listed on the STAR Market.

As the first enterprise listed on the STAR Market from Zhuhai, Zhuhai CosMX's "breakthrough
from zero" evidently brought considerable honor to the locality. Even reporters from Nanfang Daily
couldn't wait to compare it with the current hot power battery hegemon—CATL—in the same frame.

However, anyone familiar with the lithium battery field knows that Zhuhai CosMX and CATL are
two enterprises with completely different business types.

CATL is the global hegemon in power batteries, which are the power batteries for new energy
vehicles that we often refer to, also known as "large batteries'. Zhuhai CosMX's main business, by
contrast, is "polymer lithium-ion batteries", namely the batteries commonly used in everyday
devices such as mobile phones, Pads and notebooks, also known as "small batteries"'.
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Even if Zhuhai CosMX intends to make “large batteries”, it may not be an easy cross-sector move
within the next five years. For this reason, the notion of such a cross-segment competitive rivalry
remains rather premature for the time being.

In fact, in the "small battery" field, the entity standing in Zhuhai CosMX's path is not CATL, but
rather another global hegemon in "small batteries" likewise from Ningde — Ningde Amperex
Technology Limited (ATL).

Zhuhai CosMX's prospectus previously showed that, according to statistics from Techno Systems
Research, its 2019 shipments of lithium-ion batteries for notebook computers and tablet computers
accounted for 20.87% of the total global shipments for that year, ranking second globally, behind
only Ningde Amperex Technology Limited (ATL); its shipments of lithium-ion batteries for mobile
phones accounted for 7.27% of the total global shipments of mobile phone lithium-ion batteries for
that year, ranking fourth globally.

Therefore, Zhuhai CosMX, as a rapidly growing rising star with unabated momentum, has already
reached the point where it can challenge the industry leader ATL. And as early as 2012, ATL had
already achieved first place globally in the subdivided field of "polymer lithium-ion batteries", with
a market share approaching fifty percent at that time.

This collision between the debut of a rising star and the defending champion's title defense seems
unavoidable.

Sure enough, on January 7, 2022, Zhuhai CosMX released its first announcement concerning
litigation progress since its listing on the STAR Market:

Zhuhai CosMX Battery Co., Ltd. received on January 5, 2022 the Civil Complaint and related
materials served by the Fuzhou Intermediate People's Court of Fujian Province regarding the lawsuit
filed by Dongguan Amperex Technology Limited and Ningde Amperex Technology Limited against
the Company and its wholly-owned subsidiary Chongging CosMX Battery Co., Ltd. As of the
disclosure date of this announcement, these cases have not yet been heard.

The litigation involved in this announcement concerns four patents in total: Z1.201220359889.9
(utility model patent, a lithium-ion battery packaging structure) ; Z1.201410782528.9 (invention
patent, an electrode sheet and a lithium-ion battery containing the same); Z1.201420789403.4
(utility model patent, a power-type lithium-ion battery); Z1.201720090970.4 (utility model patent,
a secondary battery and heating device). The above cases involve a total of 3 end-customer
products, corresponding to 3 of the Company's battery models.

In fact, the patent dispute between ATL and Zhuhai CosMX began as early as June 2021, when
Zhuhai CosMX was still in the review stage for the STAR Market. According to the "Question 3:
Reply regarding the patent lawyer's letter from ATL" in the Reply of the Issuer and the Sponsor
on the Implementation of Feedback Opinions in the Issuance Registration Process published by
Zhuhai CosMX on September 6, 2021, the basic circumstances and prior progress of the patent
disputes with ATL were disclosed.

Question 3
3. Regarding the patent lawyer’s letter from ATL

After passing the Listing Committee review, the Issuer received on June 22, 2021 the Infringement
Notice sent by Ningde Amperex Technology Limited through domestic counsel, and received on June
28,2021 the infringement notice email sent by ATL and its subsidiaries Ningde Amperex Technology
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Limited and Dongguan Amperex Technology Limited through U.S. counsel (hereinafter collectively
referred to as ATL and the lawyer's letters), alleging that the lithium battery cell products
manufactured and sold by the Issuer that are compatible with multiple notebook and mobile phone
models are suspected of infringing 11 patent rights held by ATL-related entities, demanding that the
Company immediately cease the infringement, conduct technical comparison and analysis of ATL's
patents and the products suspected of infringement, appoint representatives to contact the attorneys
retained by ATL or ATL directly, confirm the scope of infringing products, and negotiate with respect
to ceasing infringement and compensation.

The Issuer has now signed a confidentiality agreement with ATL and has formally commenced
communication regarding the patent matters set out in the lawyer's letter. After comparison, the Issuer
determined that the above-mentioned 11 patents involve a total of 19 end-customer products,
corresponding to 13 battery models of the Issuer. Given that the lawyer's letters did not expressly
specify the amount of compensation sought, the Issuer determined that even if ATL were to file suit
in the future and the Issuer were to lose on all counts, the estimated maximum compensation amount
would be the total net profit from sales of the relevant models, namely RMB 133.6367 million
(approximately RMB 134 million).

Please ask the Issuer to explain: (1) the latest progress of the patent dispute with ATL; (2) the
calculation basis and reasonableness of the estimated compensation amount of RMB 133.6367
million, and the relevant arrangements for compensation.

Please ask the sponsor and the Issuer's lawyers to express clear opinions.

Source: Reply of Zhuhai CosMX registration stage

On June 17, 2021, Zhuhai CosMX was ultimately approved at the review meeting of the Listing
Committee. Less than a week thereafter, ATL sent an infringement warning letter to Zhuhai CosMX,
and ATL's U.S. lawyers also sent an infringement notice email at the same time, meaning that ATL
officially began rights protection in at least the two major markets of China and the United States,
and U.S. litigation was perhaps even more damaging to Zhuhai CosMX, whose export sales accounted
for more than seventy percent.

It was mentioned therein that there were 11 patents allegedly infringed, and after analysis, Zhuhai
CosMX believed they corresponded to 19 products across 13 battery models. In response, Zhuhai
CosMX also provided the estimated maximum compensation of RMB 133.6367 million . And this
is only Zhuhai CosMX's own estimate, so it is very possible that the compensation amount claimed
by ATL is far higher than this, and may even trigger punitive damages, which are currently up to
three times in the United States and up to five times in China.

Half a year later, Zhuhai CosMX ultimately received the Civil Complaint from the Fuzhou
Intermediate People's Court, which also indicated that the negotiations between the parties during
this period did not appear to have gone smoothly, and therefore ATL escalated the dispute from
a lawyer's letter to a formal lawsuit. In the future, it cannot be ruled out that Zhuhai CosMX will
continue to receive lawsuits filed by ATL in the United States.

For Zhuhai CosMX, which had just been listed on the STAR Market, this could be described as being
attacked from both front and rear.

Because similarly last year, it was also during the review stage for Zhuhai CosMX on the STAR
Market that it was sued for patent infringement by Hitachi Maxell in the United States. On
August 13, 2021, Hitachi Maxell sued the Chinese lithium battery manufacturer Zhuhai CosMX in
the U.S. District Court for the Western District of Texas for infringement of four of its basic U.S.
lithium battery patents US8,691,446, US9,350,019, US9,077,035, and US9,166,251.
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According to Hitachi Maxell's complaint, Maxell sent a letter to Zhuhai CosMX as early as May 19,
2020 requesting patent license negotiations, but did not receive a positive response from Zhuhai
CosMX. Therefore, one year later, it chose to file a patent infringement lawsuit against Zhuhai
CosMX in the United States.

This result of being hit almost simultaneously by both foreign and domestic giants was probably
unexpected for Zhuhai CosMX, whose market had expanded rapidly in recent years. Perhaps it was
only then that Zhuhai CosMX realized the importance of patents in this industry. But it may already
be too late.

This was reflected in the first round of inquiries by the Listing Committee, in which the Listing
Committee noted that among the 26 granted invention patents disclosed in Zhuhai CosMX's
prospectus, the most recent one was granted on January 29, 2018, after which no further patents
had been granted, and therefore questioned the reasons for its failure to obtain granted patents
and its sustained R&D capability.

Source: First-round response

In another industry comparison, based on the industry patent situation disclosed by Zhuhai CosMX,
Zhuhai CosMX's number of patents at that time (158) could basically be said to be at the bottom
among its peers, with a sevenfold gap compared with ATL, but its number of R&D personnel was
not low, and was comparable to that of ATL. The R&D efficiency and output in this regard may
indeed be a problem.

Company name dorlrj:slzlc)erain ts Num::sroiflz&D Percentage of | R&D expenses | R&D expenses as a
pany ucp P R&D staff (RMB 10,000) |proportion of revenue
(items) (persons)

ATL 1,110 About 1,200 - - -

Samsung SDI 1,376 About 2,300 - - -

LG Chem 1,547 About 5,700 2.28% 632,262.81 3.96%
BYD Lithium

Battery L173 i ) i )

Sunwoda 217 5,919 24.23% 152,267.12 6.03%
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EVE 235 1,443 15.85% 45,865.55 7.15%

Great Power 79 687 10.23% 11,983.93 3.62%
Energy

Zhuhai CosMX 158 1,187 11.79% 31,886.44 5.98%

Source: First-round response

However, in the litigation progress announcement dated January 7, Zhuhai CosMX simultaneously
disclosed the latest patent data: As of December 31, 2021, the Company had obtained 634 granted
and valid patents.

3. The products researched, developed, and produced by the Company have fully independent
intellectual property rights, and this litigation will not affect the Company's core technologies or its
independent R&D capabilities. Since its establishment, the Company has always attached great
importance to R&D and innovation. Through years of technological accumulation, the Company has
mastered multiple core technologies, including "high-temperature battery technology", "digital
battery electrolyte technology", "key material application technology for high-safety batteries", and
"key material application technology for high-energy-density batteries", laying a solid foundation for
maintaining the Company's technological leadership. At the same time, the Company attaches great
importance to technology protection, and the relevant core technologies have been granted numerous
patents. As of December 31, 2021, the Company had obtained 634 granted and valid patents.

Source: Litigation announcement

From only 158 domestic patents in Zhuhai CosMX's first-round response dated February 2, 2021, to
634 granted patents as of December 31, 2021, and this despite the Listing Committee having
questioned the absence of any granted patents after January 29, 2018 — what exactly happened in
this short span of ten months that caused Zhuhai CosMX's patents to suddenly increase by more than
four hundred? Could it be that it purchased a large number of patents? If it did not purchase patents,
then it is highly likely that China's unique expedited patent examination played a role. I have not
conducted an in-depth search to verify it, but upon careful thought one can understand what was going
on.

Many Chinese enterprises only truly think of the role of patents when they encounter danger, and this
is very common. However, in essence, this kind of last-minute cramming behavior is more like
"speculation" than "innovation". What China currently lacks is solid innovation, and only solid
innovation can enable enterprises to go further and give them greater confidence when truly
competing with foreign companies.

Therefore, China is now strengthening intellectual property protection from the top-level design,
making infringers pay the price and encouraging true innovators, precisely in order to fundamentally
change the model of the past few decades in which many Chinese enterprises could rapidly
accumulate wealth merely by relying on imitation and speculation, and to transform it into an
innovation-driven economic model in which sound development must rely on knowledge and
technology accumulation.

Against this broader background, whether it is ATL suing Zhuhai CosMX, CATL suing CALB, or
Gree suing AUX, all are typical manifestations of China's innovation model taking a further step
forward, and whether intellectual property can truly achieve strict protection and equal protection
becomes the key to truly "rolling" the wheels of China’s innovation.

Ningde Amperex Tech. Exhibit No. 2001
IPR2026-00401, U.S. Patent No. 12,294,082

Page 5





