In the Matter of

Certain High-Brightness Light Emitting
Diodes, and Products Containing Same

Investigation No. 337-TA-556

Publication 4011 June 2008

U.S. International Trade Commission

. -
-

AW JW) AN

N

Washington, DC 20436




U.S. International Trade Commission

COMMISSIONERS

Daniel R. Pearson, Chairman
Shara L. Aranoff, Vice Chairman
Deanna Tanner Okun
Charlotte R. Lane
Irving A. Williamson*
Dean A. Pinkert*

*Commissioner Irving A. Williamson, whose term commenced on on February 7, 2007, participated in the decision to review certain portions of the Initial
Dctermination and all subsequent phases of the investigation. Commissioner Dean A. Pinkert, whose term commenced on February 26, 2007, participated in
all phases of the investigation following the decision to review certain portions of the Initial Determination. Commissioncr Stephen Koplan, whose term
cnded on February 6, 2007, participated in the decision to institute the investigation. Commissioner Jennifer A. Hillman, whose term ended on February 23,
2007, participated in this investigation through the decision to review certain portions of the Initial Determination.

Address all communications to
Secretary to the Commission
United States International Trade Commission
Washington, DC 20436



U.S. International Trade Commission

Washington, DC 20436
www.usitc.gov

In the Matter of

Certain High-Brightness Light Emitting
Diodes, and Products Containing Same

Investigation No. 337-TA-556

Publication 4011 June 2008






UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C. 20436

In the Matter of

CERTAIN HIGH-BRIGHTNESS LIGHT EMITTING Inv. No. 337-TA-556

DIODES AND PRODUCTS CONTAINING SAME

N’ N N N S e’

ORDER
Upon consideration of the motion by Respondent Epistar Corp. for a stay of the
Commission’s limited exclusion order, and of the responses to this motion filed by Complainant
Philips LLC and the Commission investigative attorney, the Commission hereby ORDERS that:
1. Respondent’s Motion to Stay Enforcement of Exclusion Order Pending Appeal is
denied.
2. The Secretary shall serve copies of this Order upon each party of record in this

investigation.

By Order of the Commission.

William R. Bishop

Acting Secretary to the Commission

Issued: August 20, 2007
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PUBLIC VERSION

UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C. 20436

In the Matter of

CERTAIN HIGH-BRIGHTNESS LIGHT EMITTING Inv. No. 337-TA-556

DIODES AND PRODUCTS CONTAINING SAME

COMMISSION OPINION ON DENIAL OF MOTION FOR STAY

INTRODUCTION

On May 9, 2007, the Commission issued a limited exclusion order in the above-
referenced section 337 investigation. The respondent subject to the Commission’s order has
moved for a stay of enforcement pending appeal to the U.S. Court of Appeals for the Federal
Circuit.
PROCEDURAL HISTORY

The Commission instituted this investigation on December 8, 2005, based on a complaint
filed by Lumileds Lighting U.S., LLC (originally “Lumileds”, now “Philips”) of San Jose,
California on November 4, 2005. 70 Fed. Reg. 73026. The complaint, as amended and
supplemented, alleged violations of section 337 of the Tariff Act of 1930, as amended, 19 U.S.C.
§ 1337, in the importation into the United States, the sale for importation, and the sale within the
United States after importation of certain high-brightness light emitting diodes (“LEDs”) and
products containing same by reason of infringement of claims 1 and 6 of U.S. Patent No.
5,008,718 (“the ‘718 patent™), claims 1-3, 8-9, 16, 18, and 23-28 of U.S. Patent No. 5,376,580
(“the ‘580 patent”), and claims 12-16 of U.S. Patent No. 5,502,316 (“the 316 patent”). The

Commission’s notice of investigation named Epistar Corporation (“Epistar”) of Hsinchu,



Taiwan, and United Epitaxy Company (“UEC”) of Hsinchu, Taiwan as respondents. The two
respondents merged on December 30, 2005, shortly after institution of the investigation. Epistar
is the surviving entity.

On May 15, 2006, the Commission published notice of its determination not to review an
initial determination (“ID”) (Order No. 14) from the presiding administrative law judge (“ALJ”)
granting Lumileds’ motion for partial summary determination and dismissing Epistar’s
affirmative defense that the ‘718 patent claims are invalid. On November 13, 2006, the
Commission published notice of its determination not to review an ID (Order No. 29) from the
ALJ granting Lumileds’ motion to amend the complaint to: 1) remove UEC as a named
respondent, 2) change the complainant’s full name from Lumileds Lighting U.S., LLC to Philips
Lumileds Lighting Company LLC, and 3) identify additional Epistar LEDs (the MB 1I, GB I, GB
II, OMA 1, and OMA 1II products) alleged to infringe one or more patents-in-suit. 71 Fed. Reg.
66195.

On January 8, 2007, the ALJ issued his final ID, finding a violation of section 337 with
respect to the ‘718 patent by certain of respondent’s accused products (MB family of LEDs), but
no violation with respect to the ‘316 and ‘580 patents as to any of respondent’s products. On
February 22, 2007, the Commission determined to review certain issues in the ID regarding claim
construction of the asserted patents. 72 Fed. Reg. 9355-6 (Mar. 1, 2007). The Commission
issued its determination on review on May 9, 2007, which reversed-in-part and modified-in-part
the ALJ’s final ID by modifying the construction of the claim limitations “substrate” and
“semiconductor substrate”, as well as other claim constructions, and finding infringement and
thus a violation of section 337, with respect to the ‘718 patent for all of Epistar’s accused LEDs.

72 Fed. Reg. 38101-2 (July 12, 2007). Accordingly, the Commission issued a limited exclusion
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order prohibiting the unlicensed entry of LEDs covered by claims 1 or 6 of the ‘718 patent,
packaged LEDs including the infringing LEDs, and boards consisting primarily of an array of
packaged, infringing LEDs, that are manufactured abroad or imported by or on behalf of
respondent Epistar. The Commission’s order does not cover any other downstream products.

The limited exclusion order became final on July 9, 2007, on the next business day after
the 60-day period of presidential review expired without disapproval of the order. See 19 U.S.C.
§ 1337(j). On July 13, 2007, Epistar filed a motion with the Commission for stay of enforcement
of the Commission’s exclusion order pending appeal to the Federal Circuit. On the same day,
Epistar filed a notice of appeal with the Federal Circuit and an expedited motion to stay the
exclusion order pending appeal. On July 16, 2007, the court issued an order granting a temporary
stay of the exclusion order pending its consideration of the motion papers. On July 23, 2007,
Philips filed 2 motion to intervene at the Federal Circuit and a response in opposition to Epistar’s
motion. It also filed a response to the motion pending before the Commission.

On July 31, 2007, Epistar filed replies both at the Federal Circuit and the Commission.
Epistar, however, failed to file a motion for leave to file a reply with the Commission, and its
reply has been disregarded by the Commission.

RELEVANT PRIOR LITIGATION AND MERGER

| From September 1999 through September 2001, Philips asserted the ‘718 patent against
UEC in litigation before a federal district court. See United Epitaxy Co., Ltd. v. Hewlett-Packard
Co., Agilent Technologies, Inc., and Lumileds Lighting U.S., LLC, No. C 00-2518 CW (PVT)
(N.D. Cal. filed September 7, 1999). Specifically, Philips asserted the ‘718 patent against
Epistar’s absorbing-substrate LEDs (a type of LED having a substrate that absorbs some of the

light emitted by the active layers). On August 30, 2001, Philips and UEC settled the litigation by
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negotiating and executing a [

]
In addition, from January 2003 through July 2004, Philips asserted the 718 patent against

Epistar in federal district court. See Lumileds Lighting U.S., LLC v. Epistar Corp., No. C 02-
5077 CW (PVT) (N.D. Cal.). In this litigation, Philips also specifically asserted the ‘718 patent

against Epistar’s absorbing-substrate LEDs. On approximately July 12, 2004, Philips and Epistar

settled the litigation by negotiating and executing [



]-

On December 30, 2005, UEC and Epistar completed a merger of the two companies. As
part of the merger agreement, Epistar, as the surviving company, assumed “all assets, debts,
rights, and obligations” previously held by UEC as of the date of the merger where these rights
and obligations include those relating to patents and contracts, as well as UEC’s status as a party
to this investigation. See Exh. 3 of Complainant’s Motion for Partial Summary Determination to
Dismiss Epistar’s Affirmative Defense that the ‘718 Patent Claims are Invalid.

[

] the ALJ granted Philips’ motion for partial summary determination to dismiss Epistar’s
Affirmative Defense that the ‘718 patent claims are invalid. See Order No. 14. He later granted
complainant’s motion to amend the complaint to add additional allegations of infringement by
Epistar. See Order 29.

DISCUSSION
Re;pondent Epistar’s Motion for Stay
A. Legal Standard for Determining Whether to Stay an Order Pending Appeal

The Commission has previously held that section 705 of the Administrative Procedure
Act (“APA”) (5 U.S.C. § 705) provides the requisite authority to stay the effective date of its
orders. Certain Agricultural Tractors Under 50 Power Take-Off Horsepower (“Tractors”), Inv.
No. 337-TA-380, Comm’n Opinion at 9-10 (Apr. 24, 1997). In determining whether to grant a |

motion for stay under section 705 of the APA, the Commission has applied the four-prong test



used by courts to determine whether to grant a preliminary injunction. Id.; Certain EPROM,
EEPROM, Flash Memory, and Flash Microcontroller Semiconductor Devices and Préducts
Containing Same (“EPROMs”), Inv. No. 337-TA-395, Comm’n Opinion at 88-90, USITC Pub.
No. 3392 (February 2001); see Cuomo v. U.S. Nuclear Regulatory Comm’n, 772 F.2d 972 (D.C.
Cir. 1985); Waskington Metro. Area Transit Comm’n v. Holiday Tours, Inc., 559 F.2d 841 (D.C.
Cir 1977); Virginia Petrol. Jobbers Ass’n v. FPC, 259 F.2d 921 (D.C. Cir. 1958).

The four-prong test is also applied by the Federal Circuit in considering whether to issue
a stay pending appeal and requires that the movant demonstrate: (1) a likelihood of success on
the merits of the appeal; (2) irreparable harm to the movant absent a stay; (3) that issuanée ofa
stay would not substantially harm other parties; and (4) that the public interesf favors a stay. See
Standard Havens Prods. Inc. v. Gencor Indus. Inc., 897 F.2d 511, 512 (Fed. Cir. 1990); Holiday.
Tours, 559 F.2d at 843. However, the Commission need not conclude that its own determination
is likely to be overturned on éppeal, but may find the first prong satisfied if the Commission has
ruled on “an admittedly difficult legal question.” Tractors at 10; citing Holiday Tours, 559 F.2d
at 844-45.

| We address each of the four stay factors below.

B. Likelihood of Success on the Merits

We determine that Epistar has not made a showing of likelihood of success on the merits
on the issues it raises, nor has it demonstrated “an admittedly difficult legal question.”

Epistar contends that the Commission erroneously precluded respondent, based on the
Epistar-UEC merger agreement, from contesting the validity of the ‘718 patent with respect to
the “Epistar products” (e.g., MB II, GB II, and OMA family of LEDs) when it denied Epistar’s.

petition for review of Order No. 14. Epistar br. at 4-6, 9-13. Particularly, Epistar contends that
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the ALJ erred in Order No. 14 by barring Epistar from asserting that the ‘718 patent was invalid
in litigation against all Epistar products, rather than only against the “UEC products” (e.g., MB I,
GB I) now made by Epistar. Epistar contends that in declining to review the ID the Commission
[

]. Id. Also, Epistar cites to ambiguous statements from the presiding ALJ to support its
contention that the ALJ recognized he had made an “error” or “mistake” in Order No. 14. Id. at
5-6, see Pretrial Hearing transcript at 60-63. |

Epistar’s argument concerning whether it was improperly prevented from raising
invalidity against the ‘718 patent was considered and ruled on by the Commission. See
Commission Notice to Not Review Order No. 14. Thus, regardless of whether the ALJ fully
considered the Epistar license in making his ruling, the Commission fully considered the
arguments Epistar raised in its petition for review of Order No. 14 when it determined not to
review the ALJ’s ID.

Further, as correctly noted by Philips, the cases cited by Epistar to support its argument
that the Commission erroneously prevented respondent from asserting invalidity are clearly
distinguishable based on the particular facts of this investigation. The cases cited by Epistar
relate to a licensee attempting to enforce a license agreement as to different patents owned by a
third-party who happens to later acquire the licensor’s patents. See, e.g., Medtronic AVE, Inc. v.
Advanced Cardiovascular Sys., 247 F.3d 44 (3" Cir. 2001); Spindelfabrik Suessen-Schurr,
Stachlecker & Grill GmbH v. Schubert & Salzer Maschinenfabrik Aktiengesellschaft, 829 F.2d
1075 (Fed. Cir. 1987); ZapatA Indus., Inc. v. W.R. Grace & Co.-Conn., 51 U.S.P.Q.2d 1619
(S.D. Fla. Feb. 4, 1999). However, in contrast, this investigation concerns a successor-in-interest

to a licensee that is attempting to avoid a license agreement as to the same patent owned by the
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same licensor. As the facfs are wholly distinguishable in this investigation, fhe case law cited by
Epistar provides no guidance.

Also, Epistar relies on quotes from the ALJ that are presented out of order and without
context in an attempt to convey a meaning that is in contrast with that actually expressed by the
ALJ. Epistar br. at 5-6; see Pretrial Hearing transcript at 60-63. Despite Epistar’s suggestion
otherwise, the ALJ did not indicate that he had made a mistake during the prehearing conference,
but instead generally criticized Epistar for not clearly referencing the Epistar-Philips agreement
in its briefing and not objecting to Philips’ motion to amend the complaint to add more of
Epistar’s products to the investigation. See Pretrial Hearing Transcript at 57-63. Moreover,
Epistar did not mention what it now refers to as an “obviously and profoundly erroneous”
determination in its post-hearing brief or petition for review even though the ALJ expressly
allowed respondent to do so. /d. at 67; see Epistar br. at 9, Epistar Post-Hearing br., Epistar
Petition for Review. Epistar fails to explain why it waited until after the hearing, the issuance of
the final ID, and expiration of the 60-day period of Presidential review to file this motion. We
reject Epistar’s attempt to have us stay the exclusion order with tardy arguments made in
circuﬁlvention of the Commission’s rules, in particular 19 CFR §§ 210.46, 210.47 requiring that
arguments be timely raised.

In addition, the claim construction arguments raised by Epistar in its motion for stay have
been repeatedly considered and ruled on by the Commission. See Order No. 27 at 26-29, ID at
39-40; Comm’n Op. at 8-12. Particularly, the ALJ stated the following regarding Epistar’s
argument to exclude ITO from the “transparent window layer” construction:

Nor does the specification expressly disavow the use of ITO.

Though a patentee may narrow the meaning of a claim term by
disavowing claim scope during the prosecution of a patent, that



disavowal must be unequivocal [(citing to Omega Eng’g, Inc. v.
Raytek Corp., 334 F.3d 1314, 1324 (Fed. Cir. 2003)]. Here,
references in the specification to ITO discuss drawbacks to the use
of ITO as a front contact, not as a transparent window layer. Thus,
the [ALJ] finds that the inventors of the ‘718 patent have not made
a clear disavowal in the specification of the use of ITO as a
transparent window layer.

Order No. 27 at 26-29.

The [ALJ] confirms that he does not find a clear disavowal of the
use of ITO as a transparent window layer in the specification of the
718 patent. The specification does describe two unsatisfactory
techniques proposed minimizing the current crowding solution
which include modification of the front contact. One of those
techniques involved the replacement of a metal front electrical
contact with ITO. The [ALJ] does not find, however, that a
statement in the background section that the use of ITO was not
“completely satisfactory” as a front contact is a disclaimer that ITO
does not fall within the scope of the claimed “transparent window
layer,” which serves a distinct function in an LED.

ID at 39-40.

Further, Epistar’s argument regarding the construction of the limitation “substrate” is
based solely on Epistar’s misconception that the Commission views one of the thinner layers of
the LED as constituting a “substrate,” and fails to recognize that the intrinsic evidence makes no
disclaimer restricting a “substrate” to a single layer. Epistar br. at 17-18. The Commission
stated the following regarding how the intrinsic evidence allows for the construction of
“substrate” to include a combination of layers:

Therefore, after reviewing the ‘718 specification, we determine
that the ALJ properly construed the term “substrate” in Order No.
27 to be the “supporting material in an LED upon which the other
layers of an LED are grown or to which those layers are attached”
which includes the disclosed embodiment of a substrate that is
grown on top of, or attached to, the other (LED) layers. . .
Furthermore, we find that the ALJ’s construction of

“semiconductor substrate” is too limiting because we find that this
term may include multiple layers (elements), at least one of which
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must be a semiconductor material. The ‘718 specification does not
mention the specific term “semiconductor substrate”, nor does it
contain any disclaimer limiting a “substrate” to a single layer.
Rather, the LED structure depicted is described as exemplary, and
therefore we view the semiconductor substrate helping to form the
LED structure as exemplary as well. . . Additionally, the ALJ in his
ID expressly notes that composite substrates, i.e., composition of
layers, may be considered the “substrate” to satisfy the asserted
claims of the patents-at-issue which specifically includes a
semiconductor material (silicon) on an insulator embodiment. . .
Therefore, we do not view the specification as limiting the term
“semiconductor substrate” to a single layer.

Comm’n Op. at 8-12; citations omitted.

Thus, we properly considered and ruled on all issues raised by Epistar in its stay motion,
and a substantial factual record, along with Federal Circuit precedent, supports our
determinations. Accordingly, we find that respondent has not demonstrated a likelihood of
success on the merits or made any showing of “admittedly difficult legal question.”

C. Irreparable Harm, Harm to Others, and Public Interest

Epistar contends that it will immediately and permanently lose customers unless the
limited exclusion order is stayed because its customers will be reluctant to place excluded Epistar
LED:s in their downstream products (e.g., stop lights) for export, and will be more likely to
switch to another company’s LEDs than take the necessary time to test whether alternative, non-
infringing Epistar LEDs are compatible with their downstream products. Epistar br. at 19-20.
Particularly, Epistar contends that its downstream manufacturers and distributors, fearing that the
exclusion order bars them from selling their products in the U.S., will likely turn to other
manufacturers whose LEDs they have used in the past. Id. at 19.

Epistar’s argument that it will lose sales such that it will be irreparably harmed

contradicts the arguments it previously made in its briefs to us on remedy. Id. at 19-20; see
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Epistar Submission on Remedy, the Public Interest, and Bonding at 3-4; Epistar Amended
Answer to Complaint at 28-29 (e.g., Epistar has very limited U.S. revenue and few direct sales to
US customers, Epistar has no knowledge of what happens to LEDs after they are sold, etc.).
Particularly, Epistar previously stated the following regarding its limited US sales and lack of

tracking of those sales:

Epistar sells very few of its products directly to customers in the
US ... [n]either Epistar nor [Philips] can say with any certainty
where each other’s chips go once sold to a packaging house . . . [

Id.

As noted above in the procedural history, our limited exclusion order only applies to
infringing LEDs, including those that are packaged, and boards on which the packaged LEDs are
mounted. See Comm’n Op. at 29. The order does not exclude further downstream products
including stop lights, as Epistar’s motion implies. Epistar is well aware of the limits of the
exclusion order as evidenced by its press release to its customers. Particularly, Epistar stated to
its customers that “[the exclusion order] does not, however, bar the importation of completed
‘downstream’ products that may include the Epistar LEDs.” See Epistar br. at 20, Philips br. at
Exh. 25. Therefore, Epistar is aware that its customers are not required to exclude respondent’s
LEDs from their downstream products in order to comply with the limited exclusion order.
Further, as referenced above, Epistar previously submitted that only small percentages of its
revenue relating to the excluded LEDs comes from U.S. sales, so even potentially losing all sales
(assuming the worst case scenario Epistar predicts) would not constitute the severe distress

required for us to find irreparable harm to its business. Epistar will still receive significant
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revenue from its non-U.S. sales. Accordingly, we find that Epistar has failed to establish that it
will suffer irreparable harm absent a stay.

The factor “harm to others” of the four-prong standard also weighs against granting a stay
pending appeal in this instance. In considering whether to grant a requested stay in Tractors, the
Commission stated that “[a] stay pending appeal prejudices the complainant by depriving it, in
this case potentially for a year or more, of the relief to which it is statutorily entitled under
section 337.” Tractors, Comm’n Op. at 16 (public version April 24, 1997). In this investigation,
Philips has established that respondent has infringed its ‘718 patent. Since the ‘718 patent will
expire on December 18, 2009, granting a stay that would allow importation of respondent’s
infringing products would deprive complainant of the relief to which it is entitled under section
337 for a substantial portion, or mostly all of the remaining term of the patent.

Further, regarding the public interest, Epistar conveniently overlooks that the exclusion
order inhibits only il/legal competition. See Epistar br. at 20. In fact, a stay pending appeal in
this investigation would not promote the public interest. The Commission has stated that —

[t]he public interest generally favors the protection of intellectual property rights.

One of the principal purposes of section 337 is to afford complainants with

expeditious relief. S. Rep. No. 71, 100™ Cong., 1** Sess. 128-29 (1987). Granting

a stay pending appeal would undermine the purpose of the statutory scheme as

designed by Congress.

EPROMs at 90. Thus, granting a stay here would frustrate “the public policy behind section 337,
which is to provide U.S. intellectual property holders with rapid relief against unfair import
practices.” Id.

D. Conclusion

As discussed above, respondent Epistar has failed to demonstrate that there is an

admittedly difficult legal question at issue, that it will suffer irreparable harm absent a stay, or

12



that a balance of the equities or the public interest favor granting its motion for a stay.
Accordingly, the Commission denies its motion.

By order of the Commission.

Marilyn R. Abbo

Secretary to the Commission
)

Issued: September 11, 2007
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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C. 20436

In the Matter of

CERTAIN HIGH-BRIGHTNESS LIGHT
EMITTING DIODES AND PRODUCTS
CONTAINING SAME

Investigation No. 337-TA-556

NOTICE OF COMMISSION DECISION TO REVERSE-IN-PART AND MODIFY-IN-
PART A FINAL INITIAL DETERMINATION FINDING A VIOLATION OF SECTION
337; ISSUANCE OF A LIMITED EXCLUSION ORDER; AND TERMINATION OF THE
INVESTIGATION

AGENCY: U.S. International Trade Commission.

ACTION: Notice.

SUMMARY: Notice is hereby given that the U.S. International Trade Commission has
determined to reverse-in-part and modify-in-part a final initial determination (*ID”) of the
presiding administrative law judge (“ALJ”) finding a violation of section 337 by the respondent’s
products in the above-captioned investigation, and has issued a limited exclusion order directed
against products of respondent Epistar Corporation (“Epistar”’) of Hsinchu, Taiwan.

FOR FURTHER INFORMATION CONTACT: Clint Gerdine, Esq., Office of the General
Counsel, U.S. International Trade Commission, 500 E Street, S.W., Washington, D.C. 20436,
telephone (202) 708-5468. Copies of non-confidential documents filed in connection with this
investigation are or will be available for inspection during official business hours (8:45 a.m. to
5:15 p.m.) in the Office of the Secretary, U.S. International Trade Commission, 500 E Street,
S.W., Washington, D.C. 20436, telephone (202) 205-2000. General information concerning the
Commission may also be obtained by accessing its Internet server at kttp:/www.usitc.goy. The
public record for this investigation may be viewed on the Commission's electronic docket (EDIS)
at http:/fedis. usitc.gov. Hearing-impaired persons are advised that information on this matter can
be obtained by contacting the Commission’s TDD terminal on (202) 205-1810.

SUPPLEMENTARY INFORMATION: The Commission instituted this investigation on
December 8, 2005, based on a complaint filed by Lumileds Lighting U.S., LLC (“Lumileds”) of
San Jose, California. 70 Fed. Reg. 73026. The complaint, as amended and supplemented,
alleges violations of section 337 of the Tariff Act of 1930, as amended, 19 U.S.C. § 1337, in the
importation into the United States, the sale for importation, and the sale within the United States
after importation of certain high-brightness light emitting diodes (“LEDs") and products



containing same by reason of infringement of claims 1 and 6 of U.S. Patent No. 5,008,718 (“the
“718 patent™); claims 1-3, 8-9, 16, 18, and 23-28 of U.S. Patent No. 5,376,580 (“the ‘580
patent”); and claims 12-16 of U.S. Patent No. 5,502,316 (“the ‘316 patent”). The complaint
further alleges the existence of a domestic industry. The Commission’s notice of investigation
named Epistar, and United Epitaxy Company (“UEC”) of Hsinchu, Taiwan as respondents.

On April 28, 2006, Lumileds moved to amend the complaint to: 1) remove UEC as a
named respondent, 2) change the complainant’s full name from Lumileds Lighting U.S., LLC to
Philips Lumileds Lighting Company LLC (“Philips™), and 3) identify additional Epistar LEDs
alleged to infringe one or more patents-in-suit. Neither respondent opposed the motion.

On May 15, 2006, the Commission determined not to review an ID (Order No. 14)
granting the complainant’s motion for partial summary determination to dismiss Epistar’s
affirmative defense that the ‘718 claims are invalid.

On August 2, 2006, the still pending motion to amend the complaint was discussed with
the parties during the prehearing conference, and the evidentiary hearing was held from August
2-11, 2006. On October 23, 2006, the ALJ issued an ID (Order No. 29) granting Lumileds’
motion to amend the complaint, and further ordering that the Notice of Investigation be amended
to identify Philips as the complainant and to remove UEC as a named respondent. On November
13, 2006, the Commission published its notice that it had determined not to review Order No. 29.

71 Fed. Reg. 66195.

On December 13, 2006, the Commission determined not to review an ID (Order No. 31)
extending the target date for this investigation to May 8, 2007, and the deadline for the ALJ’s
final initial determination to January 8, 2007.

On January 8 and 11, 2007, the ALJ issued his final ID and recommended determinations
on remedy and bonding, respectively. The ALJ found a violation of section 337 based on his
findings that the respondent’s accused products infringe one or more of the asserted claims of the
patents at issue. On January 22, 2007, the complainant and the respondent each filed a petition
for review of the final ID. On January 29, 2007, all parties, including the Commission
investigative attorney, filed responses to the petitions for review.

On February 22, 2007, the Commission determined to review-in-part the ID. Particularly,
the Commission determined to review claim construction of the terms “substrate” and
“semiconductor substrate” in claims 1 and 6 of the ‘718 patent, and claim construction of the
term “wafer bonding” in claims 1-3, 8-9, 16, 18, 23-25, 27 and 28 of the ‘580 patent and claims
12-14 and 16 of the ‘316 patent. With respect to violation, the Commission requested written
submissions from the parties relating to the following issue: the ALJ’s addition of the limitation
“must also be a material that provides adequate mechanical support for the LED device” to the
construction of the term “substrate,” and the implications of this addition for the infringement
analysis. Further, the Commission requested written submissions on the issues of remedy, the

public interest, and bonding.



On March 5 and March 12, 2007, respectively, the complainant Philips, the respondent
Epistar, and the IA filed briefs and reply briefs on the issues for which the Commission requested
written submissions.

Having reviewed the record in this investigation, including the ID and the parties’ written
submissions, the Commission has determined to reverse-in-part and modify-in-part the ID.
Particularly, the Commission has modified the ALJ’s claim construction of the term “substrate”
in claims 1 and 6 of the ‘718 patent to be “the supporting material in an LED upon which the
other layers of an LED are grown or to which those layers are attached” and includes the case in
which the supporting material functioning as the substrate is grown on top of, or attached to, the
other layers. Also, the Commission has modified the ALJ’s claim construction of the term
“semiconductor substrate” to be the above-mentioned “substrate” construction where
additionally, “at least one layer of the supporting material functioning as the substrate includes a
non-metallic solid that conducts electricity by virtue of excitation of electrons across an energy
gap, or by introduced materials, such as dopants, that provide conduction electrons.” Further, the
Commission has reversed the ALJ’s ruling of non-infringement of the ‘718 patent by GB I, GB
II, OMA I, and OMA II LEDs and determined that those products infringe claims 1 and 6 under
the ALJ’s original claim construction of “substrate” and the modified construction of
“semiconductor substrate”.

Also, the Commission has modified the ALJ’s claim construction of “wafer bonding” in
claims 1-3, 8-9, 16, 18, 23-25, 27 and 28 of the ‘580 patent and claims 12-14 and 16 of the ‘316
patent. Particularly, the Commission has modified the claim construction of this term to be “the
bringing of two wafer surfaces into physical contact such that a mechanically robust, largely
optically transparent bond forms between them, but does not include Van der Waals bonding.”
This modification does not affect the ID’s finding of non-infringement of the ‘316 and ‘580
patent claims.

Further, the Commission has made its determination on the issues of remedy, the public
interest, and bonding. The Commission has determined that the appropriate form of relief is a
limited exclusion order prohibiting the unlicensed entry of LEDs that infringe claims 1 or 6 of
the ¢718 patent that are manufactured by or on behalf of Epistar, its affiliated companies, parents,
subsidiaries, licensees, contractors, or other related business entities, or successors or assigns.
The Commission has also determined to prohibit the unlicensed entry of packaged LEDs
containing the infringing LEDs and boards primarily consisting of arrays of such packaged
LEDs.

The Commission further determined that the public interest factors enumerated in section
337(d)(1) (19 U.S.C. § 1337(d)(1)) do not preclude issuance of the limited exclusion order.
Finally, the Commission determined that the amount of bond to permit temporary importation
during the period of Presidential review (19 U.S.C. § 1337(j)) shall be in the amount of 100
percent of the value of the LEDs or board containing the same that are subject to the order. The



Commission’s order and opinion was delivered to the President and to the United States Trade
Representative on the day of its issuance.

The authority for the Commission’s determination is contained in section 337 of the
Tariff Act of 1930, as amended (19 U.S.C. § 1337), and in sections 210.42, 210.45, and 210.50
of the Commission’s Rules of Practice and Procedure (19 C.F.R.§§ 210.42, 210.45, 210.50).

By order of the Commission.

Issued: May 9, 2007
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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C. 20436

In the Matter of

CERTAIN HIGH-BRIGHTNESS LIGHT - |
EMITTING DIODES AND PRODUCTS Investigation No. 337-TA-556

CONTAINING SAME

LIMITED EXCLUSION ORDER

The Commission has determined that there is a violation of section 337 of the
Tariff Act of 1930 (19 U.S.C. § 1337) in the unlawful importation, sale for importation,
and sale after importation by Epistar Co., Ltd. (“Epistar”) of high-brightness light
emitting diodes that infringe claims 1 and 6 of U.S. Patent No. 5,008,718.

Having reviewed the record in this investigation, including the written
submissions of the parties, the Commission has made its determination on the issues of
remedy, the public interest, and bonding. The Commission has determined that the
appropriate form of relief is a limited exclusion order prohibiting the unlicensed entry of
covered high-brightness light emitting diodes manufactured by or on behalf of Epistar,
packaged LEDs containing the infringing high-brightness light emitting diodes, and
boards primarily consisting of arrays of such packaged LEDs.

The Commission has determined that the public interest factors enumerated in 19

U.S.C. § 1337(d) do not preclude issuance of the limited exclusion order and that the



bond during the Presidential review period shall be in the amount of 100% of the entered
value of each LED whether imported singly, packaged, or as part of a board.

Accordingly, the Commission hereby ORDERS that:

1. High—brightﬁess light emitting diodes that are covered by one or moré of
claims 1 and 6 of U.S. Pateﬁt No. 5,008,718 and are manufactured abroad or importéd by
or on behalf of Epistar or any of its affiliated companies, parents, subsidiaries,
contractors, or other related business entities, or their successors or assigns, including
packaged LEDs containing the infringing LEDs and boards primarily consisting of arrays
of such packaged LEDs, are excluded from entry for consumption into the United States,
entry for consumption from a foreign-trade zone, or withdrawal from a warehouse for
consumption, for the remaining term of the patent except under license of the patent
owner as provided by law.

2. High-brightness light emitting diodes, including those incorporated into
packaged LEDs, and boards primarily consisting of arrays of such packaged LEDs,
described in paragraph 1 of this Order are entitled to entry for consumption into the
United States, entry for consumption from a foreign-trade zone, or withdrawal from a
warehouse for consumption, under bond in the amount of one hundred (100) percent of
entered value for covered high-brightness light emitting diodes imported separately, in
packages, or within boards, pursuant to subsection (j) of section 337 of the Tariff Act of
1930, as amended, 19 U.S.C. § 1337(j), and the Presidential Memorandum for the United

States Trade Representative of July 21, 2005 (70 Fed. Reg. 43251), from the day after this
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Order is received by the United States Trade Representative until such time as she
notifies the Commission that she approves or disappro;'es this action but, in any event,
not later than sixty (60) days after the date of receipt of this action.

3. At the discretion of U.lS. Customs and Border Protection (“CBP”’) and
pursuant to procedures it establishes,"persons seeking to import high-brightness light
emitting diodes, packaged LEDs or boards primarily consisting of arrays of such
packaged LEDs that are potentially subject to this Order may be required to certify that
they are familiar with the terms of this Order, that they have made appropriate inquiry,
and thereupon state that, to the best of their knowledge and belief, the products being
imported are not excluded from entry under paragraph 1 of this Order. At its discretion,
CBP may require persons who have provided the certification described in this paragraph
to furnish such records or analyses as are necessary to substantiate the certification.

4. In accordance with 19 U.S.C. § 1337(1), the provisions of this Order shall
not apply to high-brightness light emitting diodes, packaged LEDs and boards primarily
consisting of arrays of such packaged LEDs that are imported' by and for the use of the
United States, or imported for, and to be used for, the United States with the authorization
or consent of the Government.

5. The Commission may modify this Order in accordance with the
procedures described in Rule 210.76 of the Commission’s Rules of Practice and

Procedure, 19 C.F.R. § 210.76.



6. The Secretary shall serve copies of this Order upon each party of record in
this investigation and upon the Department of Health and Human Services, the
Department of Justice, the Federal Trade Commission, and Customs and Border
Protection.

7. Notice of this Order shali be published in the Federal Register.

By Order of the Commission.

Issued: May 9, 2007
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PUBLIC VERSION

UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

In the Matter of

CERTAIN HIGH-BRIGHTNESS LIGHT
EMITTING DIODES AND PRODUCTS
CONTAINING SAME

Investigation No. 337-TA-556

COMMISSION OPINION ON VIOLATION, REMEDY, THE PUBLIC
INTEREST, AND BONDING

1. BACKGROUND

The Commission instituted this investigation on December 8, 2005, based on a
complaint filed by Lumileds Lighting U.S., LLC (“Lumileds”) of San Jose, California.
70 Fed. Reg. 73026. The complaint, as amended and supplemented, alleges violations of
section 337 of the Tariff Act of 1930, as amended, 19 U.S.C. § 1337, in the importation
into the United States, the sale for importation, and the sale within the United States after
importation of certain high-brightness light emitting diodes (“LEDs”) and products
containing same by reason of infringement of claims 1 and 6 of U.S. Patent No.
5,008,718 (“the ‘718 patent”), claims 1-3, 8-9, 16, 18, and 23-28 of U.S. Patent No.
5,376,580 (“the ‘580 patent”), and claims 12-16 of U.S. Patent No. 5,502,316 (“the ‘316
patent”). The complaint further alleges the existence of a domestic industry. The

Commission’s notice of investigation named Epistar Corporation (“Epistar”) of Hsinchu,




Taiwan, and United Epitaxy Company (“UEC”) of Hsinchu, Taiwan as respondents.

On April 28, 2006, Lumileds moved to amend the complaint to: 1) remove UEC
~ as a named respondent since it had merged with Epistar, 2) change the complainant’s full
name from Lumileds Lighting U.S., LLC to Philips Lumileds Lighting Company LLC
(“Philips”) since it had undergone a name change,‘ and 3) identify additional Epistar
LEDs alleged to infringe one or more patents-in-suit. Neither respondent opposed the
motion, and on May 10, 2006, the Commission Investigative Attorney (“IA”) filed a
respo;lse in support of Lumileds’ motion. Philips also moved to amend the asserted
claims against the respondent Epistar.

On May 15, 2006, the Commission determined not to review an ID granting the
complainant’s motion for partial summary determination to dismiss Epistar’s affirmative
defense that the 718 claims are invalid.

On July 31, 2006, the presiding administrative law judge (“ALJ”), issued Order
No. 27 construing most of the disputed claims of the three patents-in-suit.

On August 2, 2006, the ALJ and the parties discussed the still pending motion to
amend the complaint during the prehearing conference. The evidentiary hearing
followed and continued through August 11, 2006. On October 23, 2006, the ALJ issued
an ID (Order No. 29) granting Lumileds’ motion to amend the complaint, and further
ordering that the Notice of Investigation be amended to identify Philips as the
complainant and to remove UEC as a named respondent. On November 13, 2006, the

Commission published a notice determining not to review Ordér No. 29. 71 Fed. Reg.

66195.



On January 8 and 11, 2007, the ALJ issued his final ID and recommended
determinations on remedy and bonding, respectively. The ALJ found a violation of
section 337 based on his findings that some of the respondent’s accused products infringe
claims 1 and 6 of the “718 patent. Other products were found not to infringe any of the
patents at issue. The ALJ’s final ID incorporates the claim constructions he made in
Order No. 27. See ID at 5.

On January 22, 2007, the complainant and the respondent each filed a petition for
review of the final ID. On January 29, 2007, all parties filed responses to the petitions
for review. On February 22, 2007, the Commission determined to review-in-part the ID.
Particularly, the Commission determined to review the ALJ’s construction of the claim
terms “substrate” and “semiconductor substrate” in claims 1 and 6 of the ‘718 patent, and
claim construction of the claim term “wafer bonding” in claims 1-3, 8-9, 16, 18, 23-25,
27, and 28 of the ‘580 patent and claims 12-14 and 16 of the ‘316 patent.

On review, with respect to violation, the parties were requested to submit briefing
limited to the following issues: the ALJ’s apparent addition of the limitation “must also
be a material that provides adequate mechanical support for the LED device” to the
construction of the term “substrate,” and the implications of this addition for the
infringement analysis.

In addition, the Commission requested written submissions from the parties
relating to the appropriate remedy, whether the statutory public interest factors preclude
issuance of that remedy, and the amount of bond to be imposed during the period of

Presidential review.



On March 5 and March 12, 2007, the complainant Philips, the respondent Epistar,
and the IA filed briefs and reply briefs, respectively, on the issues for which the
Commission requested written submissions.

A. Patents at Issue

This investigation pertains to high-brightness light emitting diodes (LEDs), which
are made from semiconductor materials and may be used in a variety of products (e.g.,
cellphones, traffic signals, indoor/outdoor displays and sigﬁs, etc.). In particular, the
asserted ‘718, ‘580, and ‘316 patents pertain to aspects of semiconductor manufacturing
processes to produce LEDs with higher light output and improved efficiency.

The ‘718 patent is entitled “Light-Emitting Diode with an Electrically Conductive
Window” and is directed to an LED with a special transparent window layer grown on
top of the active LED layers of the semiconductor device in order to enhance current
spreading (less light absorption) and thereby provide a higher light output and improved
LED efficiency. The ‘718 patent is based on an application filed on December 18, 1989.
The patent issued on April 16, 1999 to Robert M. Fletcher, et al., and it was originally
assigned to Hewlett-Packard Company (“HP”’). Subsequently, the ‘718 patent was
assigned to Agilent Technologies, Inc. (“Agilent”), and finally to the complainant Philips
(then Lumileds). See Amended Complaint at 7, Exhibit 4 to Original Complaint.

The ‘580 patent is entitled “Wafer Bonding of Light Emitting Diode Layers” and
is directed to a method of forming an LED which includes wafer bonding LED layers
grown on top of a temporary growth substrate to a special second substrate to enhance
optical transparency .and thereby provide a higher light output and improve LED
efficiency. The ‘580 patent is based on an application filed on March 19, 1993. The
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‘580 patent issued on December 27, 1994, to Fred A. Kish, et al., and was originally
assigned to HP. Subsequently, the ‘580 patent was assigned to Agilent, and finally to the
complainant Philips. See Amended Complaint at 7, Exh. 5 to Original Complaint.

The ‘316 patent is also entitled “Wafer Bonding of Light Emitting Diode
Layers” and is also directed to an LED semiconductor device that is made by LED layers
grown on top of a temporary growth substrate and bonded to a special second substrate to
enhance optical transparency and thereby provide a higher light output and improve LED
efficiency. The ‘316 patent is based on an application filed on October 12, 1995. The
patent issued on March 26, 1996, to Fred A. Kish, et al., and it was originally assigned to
HP. Subsequently, the ‘316 patent was assigned to Agilent, and finally to the
complainant Philips. See Amended Complaint at 9, Exh. 6 to Original Complaint.
B. Processes and Devices at Issue

Generally, Philips contends that at least claims 1 and 6 of the ‘718 patent, claims
1-3, 8-9, 16, 18, and 23-25, 27, and 28 of the ‘580 patent, and claims 12-14 and 16 of the
‘316 patent are infringed, either literally or under the doctrine of equivalents, by the

following types of LEDs, viz., OMA, OMA II, MB, MB II, GB, and GB II,' that Epistar

OMA refers to Epistar’s mirrored-substrate AlGalnP LED products which use an active LED layer of at
least A1GalnP coupled to a lower reflective layer (e.g., [ ] mirror) through wafer bonding and a higher
transparent, current-spreading ITO layer to enhance LED efficiency with higher light output. An AlGaInP
LED refers to an LED that uses an active layer of semiconductor comprised of at least a combination of
aluminum, gallium, indium, and phosphorus. An ITO LED refers to an LED that uses a current-spreading
layer of indium-tin oxide to enhance LED efficiency with higher light output. The designation OMA II
refers to a second-generation of OMA products that Epistar is developing. See Amended Complaint at 18-
20.

MB and GB refer to Epistar’s “metal bond” and “glue bond” LEDs which use an active LED layer of at
least AlGalnP coupled to a higher transparent, current-spreading ITO layer to enhance LED efficiency with
higher light output. The AlGalnP layer is coupled to a lower reflective metal bonding layer through wafer
bonding for the MB products and to a lower transparent organic adhesive (glue layer) for the GB products.
The designations MB II and GB II refers to a second-generation of MB and GB products, respectively, that
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either currently produces or is in the process of developing. Philips asserts that Epistar’s
OMA LEDs infringe at least claims 1 and 6 of the ‘718 patent, claims 1-3, 16, and 18 of
the ‘580 patent, and claims 12-14, and 16 of the ‘316 patent. Philips asserts that Epistar’s
MB LEDs infringe at least claims 1 and 6 of the ‘718 patent, and claims 8-9, 16, and 18
of the ‘580 patent. Philips asserts that Epistar’s GB LEDs infringe at least claims 1 and 6
of the ‘718 patent, claims 1-3, 23-25, and 27-28 of the ‘580 patent, and claims 12-14 and
16 of the ‘316 patent.

With regard to its own products, Philips asserts that its AlGaInP LEDs practice
the asserted claims as their LEDs include both the current-spreading (“p-GaP” - gallium
phosphorus) window layer disclosed in the preferred embodiment of the ‘718 patent, and
the wafer-bonded transparent substrate (“n-GaP”’) disclosed as a preferred embodiment of
the ‘580 and ‘316 patents. See Amended Complaint at 28.

C. Relevant Prior Litigation and Merger

From September 1999 through September 2001, Philips asserted the ‘718 patent
against UEC. See United Epitaxy Co., Ltd. v. Hewlett-Packard Co., Agilent
Technologies, Inc., and Lumileds Lighting U.S., LLC, No. C 00-2518 CW (PVT) (ND.
Cal. filed September 7, 1999) (“Prior UEC litigation”). In that litigation, Philips
specifically asserted the <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>