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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF MICHIGAN
NORTHERN DIVISION

DOW CORNING CORPORATION and
HEMLOCK SEMICONDUCTOR
CORPORATION,

Plaintiffs,
Cas&Numberl11-10008-BC
V. Honorabl@homasL. Ludington

JIE XIAO, a/k/a Geay Xiao, LXENG,
LLC, and LXE SOLAR, INC.,

OPINION AND ORDER GRANT ING IN PART AND
DENYING IN PART DEFENDANT S’ MOTION TO COMPEL

In this trade secrets case, Dow Corn®®grp. and Hemlock Semiconductor Corp. have
brought suit against Jie XiabXE Solar, Inc., and LXEng LLC Alleging misappropriation of
trade secrets, Plaintiffs contend that Defenslarded the misappropriated information to lure
customers away from Plaintiffs’ trichlorosilarend polysilicon businesse In particular,
Plaintiffs allege that Defend#&s misappropriated Plaintiffs’ @de secrets regarding “first
generation” fluid bed reactor tecology (those secrets used in designing Plaintiffs’ facility in
Michigan) and used them in several multi-million dollar contracts with foreign firms.

The present dispute centers on whethefebdants may compel the disclosure of
Plaintiffs’ trade secrets regandj subsequent generations of dilied reactor thnology (those
used, for example, in designing Plaintiffs’ facédiin Tennessee and China). Moving to compel
disclosure, Defendants assert that this information is relevant for determining whether the first
generation trade secrets have been renderedetddny the subsequent generations. Defendants

explain, “Obsolete information cannot constitatérade secret because the information has no
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economic value.” Defs.” Mot. to Compel 12 (quotifgx Sports Net North, LLC v. Minnesota
Twins P’ship 319 F.3d 329, 336 (8th Cir. 2003)). Additionally, Defendants move to compel
production of all other documents “concerninquifliffs’ use of fluid bed reactors in the
production of trichlorosilane.”

Defendants are correct that trade secretsrdega subsequent generations of fluid bed
reactor technology may be relevatat valuing the trade secrets at issue. Mere relevance,
however, is not sufficient to compel disclosurdrafie secrets. The moving party must show the
information sought is both relevant and “necessaf.C. Olmstead, Inc. v. CU Interface, LLC
606 F.3d 262, 269 (6th Cir. 2010). The Sixth Cirgaititions, moreover, that courts must also
balance “whether the need outweighs the harm of disclosuce.{quoting Centurion Indus.,

Inc. v. Warren Steurer & Asso¢c665 F.2d 323, 326 (10th Cir. 1981)).

Defendants do not demonstrate that they nbedrade secrets requested. As a general
matter, subsequent generations of technology do not necessarily teadaior generations
obsolete. (“Obsolete” in thisontext means “information has nooeomic value.” Defs.” Mot.

12 (quotingFox Sports Net319 F.3d at 336)). Rather, multigenerational product diffusion is a
relatively common marketg and production stratedyApple, for example, simultaneously sells
several generations of the iPhon€he availability of the iPhondS does not render the trade

secrets associated with théndhe 4 of “no economic value.”

! See, e.g John A. Norton & Frank M. Bas, Diffusion Theory Model of Adoption and Substitution for
Successive Generations of High-Technology Prodi8¥sManagement Sci. 1069, 1069 (1987) (“As the time
interval between technologies decreases the importancmdsrstanding the impact oécent technologies on
earlier ones increases. No matter what their advantages, newer technogigsaaiopted by all potential buyers
immediately. Rather, a diffusion process is set intoanoti. . These substitution effects will ultimately diminish
the potential, if not the actual sales, of earlier technologies.”).
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Plaintiffs utilize several generations of flubed reactor technologyDemonstrating that
subsequent generations of the fluid bed wratechnology are in use, however, will not
necessarily establish that thade secrets associated with finst generation technology had no
economic value during period of time relevant te ection. The only thinthat will necessarily
determine obsolescence is whether some firm was willing to pay for the first generation
technology during the period of texrelevant to thisiction. Defendants haveot demonstrated
that the trade secrets sought necessary to their case.

As Defendants have not demonstrated a neeth&requested tradecsets, they are not
entitled to discover this information. Defendaats, however, entitled to discover other relevant
documents concerning Plaintiffs’ ei®f fluid bed reactors in thgroduction of trichlorosilane.
Accordingly, the Court will grant Defendasimotion in part and deny it in part.

I
A

Dow Corning manufactures polysilicon prodyételuding trichlorosilane. Pls.” Compl.
19 12-17, ECF No. 1. In 1960, Dow Corning seledtedhlock, Michigan as the site for its
polysilicon plant, forming Hermolck Semiconductor in 1979d. 1 19. Hemlock Semiconductor
now manufactures polysilicon using Dow Caonis trichlorosilane; Dow Corning remains the
majority shareholder of Hemlock Semiconductdd. § 4. Fluid bed reactors are used in the
production of trichlorosilaneld. § 27.

Michael Little was employed by Dow Cong for twenty five years as a chemical
engineer.ld. {1 25. While employed by Dow, Mr. Littlwas involved in the manufacture of both
trichlorosilane and polysiliconld. “In particular, Little learngé certain process specifications

and process design techniquesluding . . . the specificationand characteristics for Dow
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Corning’s fluid bed reactors.Id. § 27. For a period of time, Mr. Little served as the leader of
Dow Corning’s trichlorosilane production facility in Michiganld. Mr. Little also signed
several contracts promising not to disclo®ay trade secret, coidential know-how or
confidential business or technigaformation of Dow Corning.”ld. § 26.

In May 2002, Mr. Little left Dow Corning.Id. 1 25. In 2007, Dr. Xiao and Mr. Little
formed LXEng, a limited liability company forma under the laws of Nevada. Pls.” Com{l.
5-6. Each gentleman owned fiyfipercent stake in LXEngld. Although both gentlemen were
chemists, only Mr. Little had expese in the trichlorosilanena polysilicon industries — Dr.
Xiao, before joining LXEng, worked in the pharmaceutical industaly § 29.

Dow Corning alleges that shortly after LX& was formed, it secured contracts worth as
much as $18.4 million to provide trichlorosilaard polysilicon technology to two companies.
Id. § 33. LXEng also entered inteegotiations with tw other companies for contracts worth as
much as $12 million. Id. § 34. During the course of nd@ions with these companies,
Plaintiffs allege, Mr. Little and Dr. Xiao disclosed Plaintiffs’ trade secrets to Defendants’
customers, including the spdcdtions and characteristics &fow Corning’sfirst generation
fluid bed reactors.ld. 1 35-36. Plaintiffs furtlieallege that Mr. Little who was also a pilot
and photographer, conducted aerial surveillandelaihtiffs’ manufacturing facility in Michigan
and used that information to explain theqasses to LXEng's pspective clientsld. § 37.

Mr. Little died unexpectedly in Novemb@007, when the single-engine plane he was
flying crashed near Gladwj Michigan. Pls.” Compl{ 39. Dr. Xiao and LXEng then placed
advertisements in Michigan putditions seeking to hire Plaifi§’ employees with expertise in

the trichlorosilane and polysilicomdustries; they also contact Plaintiffs’ employees with

similar expertise.Id. 7 42—-43.



In March 2008, Dow Corning’s counsel wratdetter to LXEng, expressing concern that
Mr. Little may have shared Do Corning’'s trade secrets withXEng and its customers and
emphasizing Dow Corning’s intent to “protecs trade secrets and othiatellectual property
rights.” Id. § 41. Dow Corning asked LXEng to cens to an independent inspection of a
laptop computer that was usedMy. Little before his deathld. The request was refuseltl.

Around this time, Dr. Xiao was approach by Woongjin Polysilicon Co., Ltd.See
Defs.” Third-Party Compl.  7=CF No. 35. “To keep this newontract free of any possible
liabilities of LXEng caused by Michael Littlejtl., on July 9, 2008, Dr. Xiao formed LXE Solar
in the Caribbean nation of Nevis, placing th@wv company’s assets a bank account in the
Republic of Seychellesld. 7. Dr. Xiao is the only shdrelder of LXE Solar. Less than a
month after LXE Solar’s formation, it seed a $10 million contract with Woongjin.

The government of Seychelles thenzfrothe LXE Solar accourdnd alerted U.S.
authorities. Defs.’” Third-Part@ompl. 1 7, 12. The FBI begancriminal investigation and a
grand jury empanelled in the Southern DistoétFlorida issued subpoenas for documents and
electronic information held by Defendantid. § 12. Sometime later, the FBI contacted Dow
Corning and invited them to view the documesiispected of contaimy Dow Corning’s trade
secrets.ld. § 15. Eventually, the Seydles account was releasettl. § 11. The grand jury has
not indicted Dr. Xiao, LXEng, or LXE Solaid. § 13.

B

In January 2011, Plaintiffs filed a sevemdat complaint against Defendants alleging
claims for misappropriation of trade secretdder Michigan law; trademark infringement in
violation of the Lanham Act; false advertisifglse representation, and unfair competition in

violation of the Lanham Act; trademark dilbn in violation of the Lanham Act; unfair
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competition in violation of Michigan law; vidl®@ns of the Michigan Uniform Trade Practices
Act; and tortious interference with a caatt in violation of Michigan law.

The same month, Defendants moved to disnthe complaint. ECF No. 17. Granting
the motion in part and denying it in part, theu@t dismissed Plaintiffs’ trademark claims and
Michigan Consumer Protectiofsct claims, but permitted the trade secret, unfair competition,
and tortious interference claims to proceedow Corning v. Xiap No. 11-10008, 2011 WL
2015517 (E.D. Mich. May 20, 2012).

Defendants then filed a counterclaim aggif$aintiffs and a third-party complaint
against Mrs. Little, individually and in her capacity as the personal representative of her late
husband’s estate. ECF No. 35. After Plaintifig &hird-Party Defendant moved to dismiss, the
Court issued an opinion andder dismissing the counterclaim and third-party complaiddw
Corning v. Xiag No. 11-10008, 2011 WL 4360082 (E.D. Mich. Sept. 19, 2012).

In August 2011, a stipulated protective ardes entered. ECF No. 60. It permits the
parties to designate as “confidiedi’ any disclosure that the party “believes in good faith to
contain competitively sensitive, proprietary, aonfidential business information.” Protective
Order 3. Additionally, a party may designate as faggs’ eyes only” a disclosure that the party
“believes in good faith to contaimghly sensitive trade secret, Iecal, financial, business or
personal information, the disclosuné which is likely tocause harm to amdividual or to the
business or competitive position of the Partid”

In November 2011, Plaintiffs and Defenddifed cross-motions t@ompel. ECF Nos.
69-72. In December 2011, the Court issued an opinion and order granting Plaintiffs’ motion and
granting in part and denyirig part Defendants’ motionDow Corning v. XiapNo. 11-10008,

2011 WL 6739403 (E.D. Mich. Dec. 22, 2012).
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C
Defendants now move to compel “all documetascerning fluidized bed reactors that
Plaintiffs use in the production of trichlorogim” Defs.” Mot to Compel 1, ECF No. 119.
Specifically, Defendants request:
e “All documents concerning Plaintiffsuse of fluid bed reactors in the
production of trichlorosilane”;
e “All documents concerning any trade sesret Plaintiffs regarding the use of
fluid bed reactors in the prodian of trichlorosilane”; and
e “All documents concerning any confidential information of Plaintiffs
regarding the use of fluided reactors in the prodian of trichlorosilane.”
Defs.” First Request for Bduction of Documents Nos. 32—3tached asGross Decl. Ex. H,
ECF No. 120-8. “Defendants alsespectfully request that Plaitfisi be compelled to produce all
documents concerning their remaining allegaddrsecrets,” Defendants add, “as requested in
Requests 33-42 of Defendants’ Third Request for Discovery and Inspection.” Defs.” Mot. 20.
Thus, Defendants request that the Court order Plaintiffgdduce not only the trade secrets
regarding the generation one technology atégemisappropriated byDefendants, but all
subsequent generationstbé technology as well.
Il
As a general matter, “Parties may obtaiacdvery regarding any nonprivileged matter
that is relevant to any party’s claim or defense.. Relevant information need not be admissible
at the trial if the discovery appes reasonably calculated to Igadthe discovery of admissible
evidence.” Fed. R. Civ. P. 26(b)(2).
For trade secrets, however, a different standpplies. The information requested must
be not only relevantyut also necessaryR.C. Olmstead, Inc. v. CU Interface, L|.€606 F.3d

262, 269 (6th Cir. 2010);aborers Pension Trust Fund v. CRS Poured Concrete WallsNoc

-7-



04CV74714, 2006 WL 3804912, at *2 (E.D. Mich. Dec. 22, 20&8e Fed. R. Civ. P.
26(c)(1)(G).

In this case, the core of Defendants’tion seeks “All documents concerning any trade
secrets of Plaintiffs regarding the use of floed reactors in the production of trichlorosilane.”
Defs.’ First Request for Productiaf Documents Nos. 33. Adiwdnally, Defendants request all
documents “regarding the use afifl bed reactors in éhproduction of tricldrosilane” that do
not constitute a trade secrddefs.’ First Requedr Production of Documents No. 32, 34. For
the following reasons, Defendants are not entitbeithe former, but are entitled to the latter.

A

“The courts have not given trade sesrautomatic and complete immunity against
disclosure,” the advisory conitiee notes to Rule 26 observdut have in each case weighed
their claim to privacy against the need for thsare.” Fed. R. Civ. P. 26 advisory committee
notes (1970 amend.) (citingovey Oil Co. v. Contl Oil C9.340 F.2d 993 (10th Cir. 1965);
Julius M. Ames Co. v. Bostitch, In235 F. Supp. 856 (S.D.N.Y. 1964)).

The Sixth Circuit similarly cautions that dissure should only be compelled “if the trade
secrets are deemed relevamd necessary.’R.C. Olmstead, Inc 606 F.3d at 269 (emphasis
supplied) (quotingCenturion Indus., Inc. v. Warren Steurer & Assp665 F.2d 323, 326 (10th
Cir. 1981)). In evaluating whie¢r the disclosure is necesgathe Sixth Circuit likewise
cautions, courts must determine “whether the need outweighs the harm of discléduréliat
is, courts must balance the movant’s intereafigtovering information necessary to prove its
claims or defenses against the non-movant'sfadt in preventing a potential competitor from
having access to its [trade secretsR.C. Olmstead, Inc606 F.3d at 269. A brief review of

trade secret law shows why trade secret¢ssabject to a more stringent standard.
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Trade secret law, as its name suggests, “protects a person’s right to keep certain
information ‘secret” Pioneer Hi-Bred Int'l v. Holden Found. Seeds,.|Jr®5 F.3d 1226, 1239
(8th Cir. 1994). Specifically, it protects a persamght to keep “trade secrets” secret.

A trade secret “consists of any valuablenfala, pattern, device, process, or other
information that is used in one’s business gives the possessor a competitive advantage over
those who do not know or use the informatioriRbthschild v. Ford Motor Cp2 F. Supp. 2d
941, 950 n.12 (E.D. Mich. 1998) (quotitubik, Inc. v. Hull 224 N.W.2d 80, 87 (Mich. Ct.
App. 1974)). “It may be a formula for a chemical compound, a process of manufacturing,
treating or preserving materials, a pattern for a nn&cbr other device, a list of customers.”
Restatement (First) of Torg 757 cmt. b (1939)itedin Kubik, 224 N.W.2d at 87. Factors for
evaluating whether information quiagdis as a trade secret include:

(1) the extent to which the informatiae known outside ofithe plaintiff's]

business;

(2) the extent to which it is known by eloyees and others involved in [the

plaintiff's] business;

(3) the extent of measures taken by [piaintiff] to guard the secrecy of the

information;

(4) the value of the information tchg plaintiff] and tchis competitors;

(5) the amount of efforbor money expended by [the plaintiff] in developing the

information;

(6) the ease or difficulty with which the information could be properly acquired or

duplicated by others.
Id. The Michigan Supreme Court summarizes: “Téren ‘trade secretas usually understood,
means a secret formula or preseaot patented, but known onlydertain individuals using it in
compounding some article of tmdhaving a commercial value.Glucol Mfg. Co. v. Schulist
214 N.W. 152, 153 (Mich. 1927).

The purpose of affording trade secret®tection, the United &tes Supreme Court

explains, is to “encourage invention in areas wimatent law does not rég@nd . . . prompt the
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independent innovator to prockewith the discovery and exgtation of his invention.”
Kewanee Oil v. Bicron Corp416 U.S. 470, 485 (1974) (citing Gordon Doerfdrg Limits on
Trade Street Law Imposed by FemlePatent and Antitrust Supremad§0 Harv. L. Rev. 1432,
1454 (1967)Y. “It is cheaper and quicker to obtaimcommentator elaborates, “since it doesn't
require government approval, and it extendsptotection of types obusiness and process
information that likely would not be patentable.” Mark Leml@he Surprising Virtues of
Treating Trade Secrets as IP Righi4 Stan. L. Rev. 311, 313 (2008).

Trade secrets are thus a tygdgroperty — more precisely,al are a type of “intangible
property.” Ruckelshaus v. Monsanto Cal67 U.S. 986, 1003 (1984%ee alsoFollmer,
Rudzeqicz & Co., P.C. v. Kosc&@62 N.W.2d 676, 680-81 (Mich. 1984While an employee is
entitled to the unrestricted use of generdbrmation acquired during the course of his
employment, . . . confidential information, incladi[trade secrets], constitutes property of the
employer.”);but seekE.l. du Pont de Nemours Powder Co. v. Mas)déawt U.S. 100, 102 (1917)
(Holmes, J.).

Property, in turn, is a collection of legaltélements — what Justice Cardozo famously
described as a “bundle of power and privilegesvtuich we give the name of ownership.”
Benjamin CardozoRaradoxes of Legal Sciend@®9 (1928)see United States v. Crai35 U.S.
274, 278 (2002) (internal quotation marks omittéd) common idiom describes property as a
‘bundle of sticks'— a collection oindividual rights wiich, in certain cominations, constitute
property.”); see generallferic A. KadesProperty Rights and Economic Developmeti Wm.

& Mary L. Rev. 815, 817-18 (2004) (“Perhaps mémmnously, property law scholars speak

2 This utilitarian function, it should be acknowledgésl only a partial explanation — the corollary to
promoting useful conduct is, of course, deterring bad behaSiee. generallf.l. du Pont de Nemours Powder Co.
v. Masland 244 U.S. 100, 102 (1917) (Holmes, J.).
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incessantly of the ‘bundle of stickkat constitute propéy: various combinatins of the rights to
exclude, to use, and to alienatethe three sticks that, tieshether, make up the bundle of rights
we commonly associate withe word ‘property.™).

“The right to exclude othefsthe Supreme Court observés, generally one of the most
essential sticks in theundle of rights that arcommonly characterized poperty. With respect
to a trade secret, the right to exclude otherseistral to the very definition of the property
interest.” RuckelshausA67 U.S. at 1011 (internal citatiand quotation marks omitted) (quoting
Kaiser Aetna v. United State$44 U.S. 164, 176 (1979)).

With power to exclude, however, comes thevppoto stifle competition. The Copyright
and Patent Clause, for examplegflects a balancketween the need to encourage innovation
and the avoidance of monopolies which stiflenpetition without any concomitant advance in
the Progress of Science and useful ArtBilski v. Kappos 130 S. Ct. 3218, 3252 (2010)
(Steven, J., concurring).

Trade secret law reflects the same basic tensidhe need to give thtrade secret holder
a sufficiently large “stick” to encourage discovaryd invention, but not darge as to encourage
wasteful bludgeoning of competitors. The g@mlnot to maximize legal protection, but to
balance it. As applied to discovery, thalancing involves a burdeshifting analysis:

To resist discovery . . . a person musttfastablish that the information sought is

a trade secret and then demonstrate thatigclosure might be harmful. If these

requirements are met, the burden shiftthoparty seeking diswery to establish

that the disclosure of trade secrets is relevant and necessary to the action. The

district court must balance the need fbe trade secrets against the claim of

injury resulting from disclosure. If proaf relevancy or need is not established,
discovery should be denied. On the othand, if relevancy and need are shown,

the trade secrets should be disclosed, unless they . . . are unreasonable,

oppressive, annoying, or embarrassing.

Centurion Indus665 F.2d at 325-2@jted inR.C. Olmsteads06 F.3d at 269.
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In evaluating harm, “courts have presumed that disclosure to a competitor is more
harmful than disclosure to a noncompetito€ytodyne Techs., Ing. Biogenic Techs., Inc216
F.R.D. 533, 536 (M.D. Fla. 2003) (citirgnited States v. United Fruit Co410 F.2d 553, 557
(5th Cir. 1969)Coca—Cola Bottling Co. v. Coca—Cola C&07 F.R.D. 288 (D. Del. 1985)).

In this case, it is not disputed that Pldistand Defendants are competitors. Likewise, it
is not disputed that Defendardsek Plaintiffs’ trade secrets- Defendants expressly request
“All documents concerning any tradecrets of Plaintiffs regardirthe use of fluid bed reactors
in the production of trichlorosihe.” Defs.’ First Request fétroduction of Documents No. 33.
Plaintiffs carry their threshold burden tesigt discovery of their trade secrets.

Defendants, in contrast, do not carry theirden of establishing that the information
sought is necessary. As a preliminary matteecessary” has not been defined by the Sixth
Circuit. Webster’s Dictionarydefines it as an adjective for a thing “that must be”; “that cannot
be done without”; “[that is] abdsately required”; and “[that]of, relating to, or having the
character of something that is logically requiredWebster's Third Inteational Dictionary
1510 (unabridged ed. 2002).

Courts generally track these definitionsithvsome adopting the narrower “absolutely
required” denotation, some adamithe slightly broader “logicl required” denotation. For
courts following Dean Wigmore, “necessary” is synonymous with “indispensable” —
“disclosure of legitimate trade secrets will notrbguired except to the extent that it appears to
be indispensable for ascertainment of the trutbrake v. Herrman 185 N.E. 685, 686 (N.Y.
1933) (citing John Henry Wigmor&Yigmore on Evidenc& 2212 (2d ed. 1923)Automatic
Drilling Machs., Inc. v. Miller 515 S.W.2d 256, (Tex. 1974) (“A public disclosure of trade

secrets should not be required, however, exceuan cases and to such extent as may appear
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to be indispensable for the ascertainnadrituth.” (quoting 8John Henry Wigmorekvidene §
2212(3) (McNaughton rev. 1961))). Other coutiswever, have equate‘necessary” with
“essential,” thus holding “that the inquiries mustate to an essential element of the party’s
case.” W. R. Frothinghaniscovery or Inspection of Trade Secret, Formula, or the,Like
A.L.R.2d 383 § 3(c) (West 2012) (collecting cases).

In this case, Defendants do not establish that the trade secrets are either indispensible or
essential to their case. Defendants request teadlurt order Plaintiffs to produce all their fluid
bed reactor trade secrets, not rhethose specifically at issue in this case. That is, Defendants
seek not just the “generationantechnology that Mr. lttle is alleged tdhave taken with him
when he left Dow Corning in 2002 (Plaintiffsave produced theseatte secrets), but all
subsequent generatioas well.

Explaining why they seek this information, Deflants assert thattiie later generations
are different, the generatioane technology may be obsolete. “The new FBR designs,”
Defendants write, “are . . . relawato Defendants’ contentionahthe [first generation] FBR
design sued upon by Plaintiffs is obete and has no value as a &agcret. Defendants assert
that there is no trade secret value to FBR dinoaissthat Plaintiffs no longer use when building
FBRs.” Defs.” Mot 1. Defendants elaborate:

The fact that Plaintiffs do not use “mangf the FBR characteristics identified as

trade secrets here in their more recentlytiacilities is indisputably relevant to

the value of the prior characteristic©bsolete information cannot constitute a

trade secret because the informatios h@ economic value. . . . Moreover,

Plaintiffs’ failure to use these alleged teaslecrets in their new facilities directly

contradicts the Complaint’s allegationsathPlaintiffs’ alleged trade secrets at

issue here represent “optimal methodschniques, and processes.” The

dimensions upon which Plaintiffs bringuit can hardly be “optimal” when

Plaintiffs have abandoned those dimens when building new FBRs for TCS
production.
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Id. at 12 (internal citations omitted).
Plaintiffs respond that their generation deehnology is not obsolet noting that both
they and Defendants use it:

The fluid-bed reactor technology at issuestdl currently in use at [Plaintiffs’]
Michigan facility and reguldy produces TCS for use inigh-grade polysilicon.
Moreover, documents produced in disagven this case demonstrate that
defendants marketed and successfully gbid technology without plaintiffs’
authorization for millions of dollars to &ast three of their clients — LDK Solar,
KMYY, and Woongjin — and indeed, it apars to be the only FBR technology
that defendants evsuccessfully sold.

Pls.” Resp. to Defs.” Mot. 7-8 (internal citatgy emphasis, and footnote omitted), ECF No. 127.
Addressing Defendants’ “optimal” argument, Ptdfa observe that infonation need not be
“optimal” to constitute a traglsecret, merely “valuable”:

Second, defendants repeatedly clainat tiplaintiffs’ technology cannot be
“optimal” if they use different technology #te [Michigan] plant or at different
sites across the globe. But defendants thkmsdave laid out the elements of a
trade-secret misappropriation claim unddichigan law; nowhere do those
elements require a plaintiff to show tleartain technology is “optimal.” The law
merely requires that the information be valuable to plaintiffs and their
competitors. . . .

What is relevant for present purposesthat both parties agree upon the key
comparison at issue — the similaritiesdadifferences between the specific FBR
that plaintiffs allege was misappropridtand the FBR that defendants sold to
LDK Solar, KMYY, and Woongjin. Thalimensions of other FBRs used by
plaintiffs have no bearing on the critical comparison that this Court, or a jury,
must make.
Pls.” Resp. 8 (internal citatiorsd emphasis omitted). Plaff¢’ argument is persuasive.
As a threshold matter, Defendants are @irtbat “obsolete information” cannot be
protected as a trade secretchase the information has no economic value.” Defs.” Mot. 12

(quoting Fox Sports Net North, LLC v. Minnesota Twins P'stdp9 F.3d 329, 336 (8th Cir.
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2003)). But discovering all of Plaintiffs’ tradeecrets is not necessaty determining if the
allegedly misappropriated information “hasemnomic value.” Defs.” Mot. 12.

A later generation of a technology does not neaély render a prior generation obsolete.
Multigenerational diffusion, as noted, is a fairly common strategBoeing’s three major
assembly facilities, for example, respeetw started production in 1941, 1967, and 2011. The
manufacturing processes associated with piodua Boeing 787 at theo8th Carolina facility
that opened in 2011 do not render the processssciated with producing a Boeing 777 at the
Washington State facility thajpened seventy years earlidr‘'no economic value.”

Plaintiffs pursue a similar multigeneratiordiffusion strategy. The later generations of
fluid-bed technology do not determine whethe finst generation technology has “no economic
value.” Rather, whether some entity was wgl to pay for the firs generation technology
during the period of time relemaito this action determineshether that technology has no
economic value. See generalRichard Posnerfzconomic Analysis of Lad0 (6th ed. 2003)
(“The economic value of something is how mucmeone is willing to pay for it or, if he has it
already, how much money he demands for pantiitg it.”). Defendants do not need the trade
secrets demanded to establish thsserted defense of obsolescence.

Similarly, Defendants are correct that one @& thctors “to be considered in determining
whether given information is one’s trade secretth® ‘value’ of the information.” Defs.” Mot.
11 (quotingHayes-Albion v. KuberskB64 N.W.2d 609, 614 (Mich. 1984 And Defendants are

correct that the circumstances surrounding degelopment and implementation of the later

3 See, e.g Vijay Mahajan et al., “New-Product Dif§ion Models: From theory to Practicer’ New-
Product Diffusion Modeld0 (2000) (“Determination of optimal introduction time is especially critical for high-
technology products whereetintroduction of each successive generatioa pfoduct requires the firm to explicitly
consider its impact on the demand for the preceding generations and vice versa. . . . Introductioeréfoes, th
may influence both the productisvn diffusion and theiffusion of the precadg generations.”).
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generations of fluid bed technologguld be relevant for calculag the value of first generation
technology at issue in this case. As detaileavapbhowever, for establishing the monetary value
of the first generation technology the later gatiens’ trade secretse not necessary.

The value of the information contained in the trade secrets associated with generation one
technology depends on “how much someone is willing to pay for it.” Posupra at 10.
Defendants do not need to know the trade secrets of a different product to determine what the
value of the product at issue i¥hey need to know whetherraeone was willing to pay for the
product at issue during the periofitime relevant to this acn (and, perhaps, how much).

Finally, Defendants are correct that the traderets regarding thetéast generations could
be used to rebut “the Complaint’s allegations that Plaintiffs’ alleged trade secrets at issue here
represent ‘optimal methods, techniques, and psE®™” Defs.” Mot 12. But, as Plaintiffs
correctly observe, trade secrewldoes not “require a plaintiff tshow that certain technology is
‘optimal.” The law merely requires that thefarmation be valuable to plaintiffs and their
competitors.” PIs.” Resp. &ee, e.g Kubik, Inc. v. Hull 224 N.w.2d 80, 8Mich. Ct. App.

1974) (discussed above). As Plaintiff need notvprthat the first generation trade secrets are
“optimal,” the later generation trade sesrate not necessary to Defendants’ case.

Defendant’s motion to compel production cddde secrets regardiater generations of
the fluid bed technology will be denied.

B

While the trade secret information forms tiwee of Defendant’s motion, Defendants also
request peripheral information. Specificallpefendants request all documents containing
general and confidential information “concerniRtpintiffs’ use of flud bed reactors in the

production of trichlorosilane.”Defs.’” First Request for Prodiien of Documents No. 32, 34.
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Plaintiffs object that this demand is unduly éemsome and expensive, writing “defendants seek
information that is at best marginally rele¥aand that would impose undue burden and expense
on plaintiffs.” PIs.” Resp. 14. Plaintiffs’ argument is unpersuasive.

Plaintiffs themselves demanded fromf@®wsdants “Any and all documents concerning
fluid bed reactors” and “Any and all documentscerning any products or services offered by
Defendants relating to . . . tridibsilane.” PlaintiffsFirst Set of Requestfor Production Nos.

2, 11,attached asGross Decl. Ex. H, ECF No. 120-8. Befendants pointedly observe, they
“are entitled to a level playing fi@l’ Defs.” Reply 5, ECF No. 12%ee alsoDefs.” Mot. 5
(noting that “Defendants have producegproximately 100,000 pages of documents and
Plaintiffs have produced appdmately 4,000 pages”). As &tiffs concede that this
information requested is (marginally) redent, Defendants are entitled to it.

v

Accordingly, it is ORDERED that Defendants’ motion to compel (ECF No. 119) is
granted in part and denied inrpa Defendants are nahntitled to the requested trade secrets.
Defendants are, however, entitled to dismothe other documents demanded concerning
Plaintiffs’ use of fluid bed reactois the production of trichlorosilane

It is further ORDERED that the hearing scheduled fduesday, June 19, 2012 at 3:00
p.m. is CANCELED because the parties’ papers pdavithe necessary factual and legal
information to decide the motiorSeeE.D. Mich. L.R. 7.1(f)(2).

Dated: May 31, 2012

s/Thomas L. Ludington

THOMASL. LUDINGTON
UnitedStateDistrict Judge
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