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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

MILLER UK LTD. AND MILLER )
INTERNATIONAL LTD., )
)
Haintiffs, )
) No. 10-cv-03770
V. )
) JudgeAndreaR. Wood
CATERPILLAR, INC., )
)
Defendant. )

MEMORANDUM OPINION AND ORDER

Plaintiffs Miller UK Ltd. and Miller Interational Ltd. (together, “Miller”) have sued
Defendant Caterpillar, Inc. (“Caterpillar”) fiwreach of contract and misappropriation of trade
secrets based on the alleged improper use of intgdliegtoperty that Miller provided Caterpillar
pursuant to a 1999 agreement to supply meachboouplers for earthmoving equipment
(“Supply Agreement”). Caterpillar has denied Milk claims and assertséveral counterclaims
under state and federal law. Before the Court@Bons to exclude or limit trial testimony from
six proposed expert witnesseschiblas Patrikalakis and Keitoody, who are offered as expert
witnesses by Miller, and Frank Fronczakerdnder Glew, Daniel McGavock, and Edward
Smith, each of whom has been tendered byr@iite. The Court previously issued a minute
order ruling on the motionsSeeDkt. No. 869.) This Memorandum Opinion and Order details
the Court’s reasons for its rulings.

BACKGROUND

Caterpillar manufactures earthmovingugment; Miller designs and manufactures

mechanical attachments for earthmoving eq@pmin particular, Miller designs and

manufactures a type of attachmeatied a coupler, which is a dewithat attaches to the end of
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an earthmoving machine’s stick to enable theajpe to attach and switch other work tools,
such as buckets and hammers. Among the cauplanufactured by Miller are the Bug Coupler
and the Pin Grabber Plus (“PGP”) Coupler.

Miller and Caterpillar had previously established busss relationship when, on March
31, 1999, they entered into a written agreemenifitier to supply coufers to Caterpillar.
Pursuant to that Supply Agreement, Miller adgpeed to provide @earpillar with certain
intellectual property, includingngineering models, desigrad drawings, subject to
Caterpillar’s agreement to maintain that infation in confidence ant use it only for the
purposes provided for in the parties’ agreeméfite Supply Agreement entitled either party to
terminate the agreement, with or without ®auon 60-day notice. In 2008, while the Supply
Agreement was in effect, Caterpillar developed introduced to the meet its own coupler
product, the Center-Pin Lock Grabber Cougt€@enter-Lock Coupler”). In September 2010,
Caterpillar notified Miller thatt was terminating the Supply Agement. In January 2011, after
Caterpillar’s introduction of the Center-Loclo@ler (and the filing of this lawsuit), Miller
distributed a package of materials to ott@mpanies in the indusgtrincluding Caterpillar
dealers, in which Miller made what Catelani characterizes as false, misleading, and
disparaging statements abdl Center-Lock Coupler.

Miller alleges that Caterpillar designttte Center-Lock Couplarsing Miller’s trade
secrets, which Caterpillar misappropriated anisused in contravention of the Supply
Agreement. Based on those allegations, Millee#s claims against @aipillar for breach of

contract under lllinois commonvaand misappropriation of tradecrets in violation of the

! The engineering models consist of “voluminams highly technical and detailed engineering
drawings” that “contain hundreds of incredibly detditeibassembly files, part files, design steps and
references, textual and otherwise. Each model frequently amounts to many hundreds of pages of
information . . . .” (11/6/2014 Mem. Op. and Order (Cole, M.J.), Dkt. No. 596 at 1-2 n.1.)
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lllinois Trade Secrets Act, 765 ILCS 106%tlseq Caterpillar, in turn, aerts five counterclaims
based on Miller's conduct in siributing the Janugr2011 package: claims for commercial
disparagement and defamation under llsncommon law; a clea for commercial
disparagement under the lllinois Uniform Decepfirade Practices Act, 815 ILCS 510/2; a
claim for consumer fraud under the lllinois Comser Fraud Act, 815 ILCS 505/2; and a claim
for false advertising under § 43(a) of the Lanham Act, 15 U.S.C. §%1125.
DISCUSSION

Legal Standard for Admisdgon of Expert Testimony

To prevail on either of its two survivg claims, Miller must convince a jury that
Caterpillar used intellectual gperty that it obtained from MéF to develop its own coupler
product. The jury tasked with determining thstter will hear weeks of testimony about such
things as the role of computer-assisted de§iGAD”) in the development of new mechanical
products. Such evidence invitésnot requiresassistance from expert withnesses to make sense
of it.

Although both lay persons and experts may offer opinion testimony at trial, testimony
from non-expert witnesses is limited to those opinions that are “rationally based on the witness'’s
perception”and“not based on scientific, technical, or other specialized knowledge.” Fed. R.
Evid. 701. Experts, however, may opine moreadly than lay witnesses, “subject to
cross-examination on the work foimg the basis of that opinionlapsley v. Xtek, Inc689 F.3d
802, 809 (7th Cir. 2012). The admissibility odoert testimony and opinions is governed by

Federal Rule of Evidence 702 and the stashdaticulated by the Supreme CourDaubert v.

2 Miller previously asserted claims against Caterpfita fraudulent inducement and unjust enrichment
under lllinois common law and for false and decepdigheertising in violatia of the Lanham Act, 15
U.S.C. § 1125(a). Caterpillar also had countercldongreach of contract and copyright infringement.
None of these claims have survived past the summary judgment stage.
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Merrell Dow Pharmaceuticals, Inc509 U.S. 579 (1993)See Lewis v. CITGO Petroleum
Corp, 561 F.3d 698, 705 (7th Cir. 2009). Rule 702 Badbert“require the district court to
determine whether proposed expertitesny is both relevant and reliablédiggins v. Koch
Dev. Corp, 794 F. 3d 697, 704 (7th Cir. 2015). The paffering an expert’s testimony bears
the burden of demonstrating that it satistlesse requirements by a preponderance of the
evidencelewis 561 F.3d at 705.

In Daubert the Supreme Court held that Rule s not limit a scientific expert’s
testimony to that based on a methodology “gdhyeaacepted” in the expert witness’s field. 509
U.S. at 58¢. The holding liberalized the admissionexfpert witness testimony, allowing courts
in their “gatekeeping” function to find that thedologies not established as generally accepted
may nonetheless be sigfently reliable.ld. at 589. To evaluate whether a proffered scientific
methodology is reliable enough to supportddenission of evidence at trial, tBaubertCourt
offered the following factors for case-by-casesideration: whether the methodology can be

tested, whether it has been subjegpeer review, what the knovam potential rate of error is and

% This Court exercised jurisdiction over Miller's complaint based on diye$ititizenship of the
parties—the Miller entities are citizens of the Unikddgdom and Gibraltar, and Caterpillar is a citizen
of lllinois and DelawareSee28 U.S.C. § 1332(a)(2) (providing foriginal federal court jurisdiction over
civil actions between citizens of a State and ciszensubjects of a foreign state). Federal courts
exercising diversity jurisdiction apply federal law to procedural isstes, e.g.Turnell v. CentiMark
Corp, 796 F.3d 656, 661 (7th Cir. 2015) (citilignna v. Plumer380 U.S. 460, 465 (196%ie R.R.

Co. v. Tompkins304 U.S. 64 (1938)) he admissibility of expert testimony is a procedural issue.
Stutzman v. CRST, In@97 F.2d 291, 295 (7th Cir. 1993ge also Wallace v. McGlotha#06 F.3d 410,
419 (7th Cir. 2010) (applyin§tutzmah

* Rule 702 provides as follows:
A witness who is qualified as an expert bywhedge, skill, experience, training, or
education may testify in the form of an opinion or otherwise if:
(a) the expert’s scientific, technical, other specialized knowledge will help
the trier of fact to understand the evidence or to determine a fact in issue;
(b) the testimony is based on sufficient facts or data;
(c) the testimony is the productrmefiable principles and methods; and
(d) the expert has reliably applied the principles and methods to the facts of the
case.
Fed. R. Evid. 702.



whether there are standards colihg the technique’s operatioand whether there is general
acceptance of the technique in tetevant scientific communityd. at 594. A district court may
also consider whether the expert has accouoteobvious alternative explanations to a
proffered theorySee Fuesting v. Zimmer, Ind21 F.3d 528, 534-35 (7th Cir. 20083cated in
part on other grounds448 F.3d 936 (7th Cir. 2000)). These factors do not necessarily exhaust a
court’s evaluation of a scientific expert's methodology. Instead, “[tlhe Rule 702 inquiry is
fact-dependent and flexiblel’apsley 689 F.3d at 810.

In Kumho Tire Co., Ltd. v. Carmichaél26 U.S. 137 (1999), the Supreme Court applied
its more liberal interpretation of Rui®2 to experts who are not scientists. Kiuenho Tire
Court explained that what “establishes a stashd&evidentiary reliability” is the idea of
knowledge itself, whether that knowledge is “sti#) technical, or other[wise] specializedd.
at 147. Because different disciplines mayéndifferent standards for reliability,

Dauberts list of specific factors neither nessarily nor exclusively applies to all

experts or in every case. Rather, the ¢ggants a district court the same broad

latitude when it deciddsowto determine reliability as it enjoys in respect to its

ultimate reliability determination.
Id. at 141-42 (emphasis in originasge also Higgins794 F.3d at 704. The Seventh Circuit has
applied the Supreme Court’s liberal approacth&gadmission of expert opinions to find that

[a]nyone with relevant expertise etiag him to offer responsible opinion

testimony helpful to judge or jury may qualiéis an expert witness. The principle

of Daubertis merely that if an expert witness is to offer an opinion based on

science, it must be restience, not junk science.
Tuf Racing Prods. v. Amer. Suzuki Mot223 F.3d 585, 591 (7th Cir. 2000). Moreover, if an
expert’s methodology appears possibly subjectieerts have looked not only to the four

Daubertfactors but also to whether the partiesthe courts’ own analyses identify

“countervailing factors operating in favor of admiskij” such as an “indication . . . that other



experts in the industry use” the same sbrabservations to draw conclusioksithmo Tire 526
U.S. at 156.

Methodologies based on expmarce are distinguishable framere subjective assertions.
Indeed, “an expert might draw [an admissildehclusion from a set of observations based on
extensive and specialized experiendd.’For example, where an expert’s “testimony [i]s based
not on his subjective belief or unsupported speculation but rathieis extensive experience,”
the Seventh Circuit has found thaisitnot an abuse of discretiorr fa trial court to “determin[e]
the extent and type of experience that gkpert] had,” and to admit his testimony while
“limiting both the questioning and the . . .ttewony to reflect only those areas in which the
[expert] had extensive experience and trainitdnited States v. Brumle217 F.3d 905, 911
(7th Cir. 2000). But while a dcipline’s methods may includelismce on experience, “[tlalking
off the cuff—deploying neither data nanalysis—is not an acceptable methodologparig v.
Kohl’'s Food Stores, Inc217 F.3d 919, 924 (7th Cir. 2000).

When assessing whether expert testimmegts the requirements of Rule 702 and
Daubert “it is not the trial court’s re to decide whether an exgsrbpinion is correct, but it is
instead limited to determining whether expertitesny is pertinent to an issue in the case and
whether the methodology underlyititat testimony is soundBerman v. Stryker CorpNo. 11
C 1309, 2013 WL 5348324, at *3 (N.D. lll. Sep4, 2013). “Determinations on admissibility
should not . . . supplant the\aersarial process . . . Gayton v. McCoy593 F.3d 610, 616 (7th
Cir. 2010). So, for example, that another expgght disagree with aexpert’s opinion “does
not render the opinion inadmissibl&fumley 217 F.3d at 912. Instead, a party who finds an
expert’s conclusion disagreeableeittitied to challenge the expert and his or her opinion through

cross-examination and, of course, to put orohia expert to offer a counter opinion. The law



entrusts the powers ofags-examination to highlight lapseslogic and good sense. Put another
way, “[t]he question of whether tlexpert is credible or whethhrs or her theories are correct
given the circumstances of a particular case &ctuél one that is left for the jury to determine
after opposing counsel has been provided the ity to cross-examathe expert regarding
his conclusions and the faabn which they are based&imith v. Ford Motor C9215 F.3d 713,
719 (7th Cir. 2000).

Caterpillar’s Motion to Exclude
Expert Testimony of NicholasPatrikalakis (Dkt. No. 783)

Caterpillar designed and developed the Celnbek Coupler with computer assistance, a
complex process likely to be unfamiliar to the layoju Thus, Miller offers Nicholas Patrikalakis
as an expert witness regarding CADnasl as “clean room” design techniqueBatrikalakis’s
experience qualifies him to opine on most CABues. But, as explained below, the Court is
unable to conclude thathexperience qualifies him tpine on clean room design.

Patrikalakis is an enginaeg professor at the Massachtts Institute of Technology,
where his research focuses on “applications ofmdational geometry and software engineering
in design, analysis and fabriaai of complex systems.” (Dkt.d\ 822-1 at 19.) He also claims
experience in software engineerinigl. His work experience inatles projects for or supported
by the U.S. Navy and its contractorsl.) Patrikalakis has served in an editorial capacity for

several academic journals and has chaired various symposia, conferences, and workshops in his

® Patrikalakis defines “clean room” design as reqgi“that a competing product’s data remain
physically and logically segregated” from enginagosking on a new product. (Dkt. No. 822-1 at 197.)
As he further explained:

To be physically segregated, engineers must not be able to access, see or

touch any physical artifacts of another competing product’s engineering

design. Logical segregation means tiat engineers working on the new

design should not be able to access another competing product’s

computer designs or testing on any computer system.



field. (Id. at 19.) He led a team insearch that resulted in a pate@nd has cotdhored several
articles on topics relevant to fpsoposed testimony in this caskl. @t 19-20.)
Miller provided Caterpillawith Patrikalakis’s initiakexpert report on November 26,
2014, consistent with the expert discovery schentulbis case. In that report, Patrikalakis
opines that “Caterpillar used Malt's engineering designs togign and develop its Center-Lock
Pin Grabber coupler.1d. at 17.) He further concludesattt‘Caterpillar took unconventional
steps from an engineering standpoint in designing the Center-Lock coupler that had the effect of
obscuring their use of Mer’s engineering design in dggiing the Center-ack coupler.” ([d. at
218.) For example, according to Patrikalakis, Catarstripped Miller’s revision history from
certain files, in viohtion of “conventionaéngineering practice’’(ld. at 220.)

On March 20, 2015, Patrikalakis provided hisuttal expert report. Ihis rebuttal report,
Patrikalakis concludes that “Caterpillar hadess to and did access Miller’s engineering designs
while designing the Center-Lock coupler.” (Dklo. 822-3 at 12.) Relatedly, he finds that
“Caterpillar either consulted or copied Mitlengineering design to create the Center-Lock
coupler model” and that “Catéalar’'s engineers consistentlssembled parts of the Center-Lock
coupler model” in computer filekhat contained Miller’s infornt#on in violation of clean room
design principles.ld. at 13) Patrikalakis’s rebuttal rep@iso criticizes Glew’s opinion as an

expert for Caterpillaon reverse engineerifdld. at 28) Patrikalakis later supplemented his

® As used here, the term “revision history” referéthe log maintained in each Pro-Engineer model that
tracks when each save was paried, by whom, and on what computer.” (Dkt. No. 822 at 8.)

" As defined by another of Caterpillar's wésses, “reverse engineering” refers to
an activity where you look at products . . . and by looking at physical
artifacts, typically, or sometimes drawings, sometimes pictures,
sometimes other information that you have about the product, developing
an understanding of the functionality of the device, understanding how
that functionality is achieved, that is, what features or what
characteristics enable you to generide functionality that is being
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rebuttal report on April 3, 2015, asserting thahld “discovered additional evidence showing
that Caterpillar took unconventionathgineering steps that had #féect of obscuring their use
of Miller's engineering degns.” (Dkt No. 822-4 at 1.)
Caterpillar has moved to exclude certairPatrikalakis’s opinions on three grounds. The
first two turn on whether he changed his theafrCaterpillar's misappropriation and, if he did,
whether he did so too late undke discovery schedule. SpecifigalCaterpillar complains that
in his initial report, Patrikalakis focuses on a gartpart analysis of certain Pro-E models of the
couplers. Then, in his rebuttal@t, he switches to a so-called “rich information” theory. But
what Caterpillar calls a “newtheory of misapproprtgon actually just differs from its own
expert’s theory. The point of reltak evidence, in large part, is ¢hallenge the conceptualization
of an issue by an opponent. That is what Patrikalakis does. The natullked§ Made secrets is
a potentially confusing subjectrfa fact-finder that is nonetheke central to the dispute between
the parties. The Court detes to keep from the jury an expe explanation oMiller’s position.
For the same reasons, despite Caterpillar'sestgmn to the contrarghe Court will not limit
Patrikalakis to testifying on either the rich infeation or individual pasgt conceptualization of
the issue. If Caterpillar believes Patrikalakis to have taken inconsistent positions, it may cross-
examine him on the purported contradiction. This portion of Caterpillar's motion is denied.
Caterpillar's second argument seeks to waelthe opinions expressa Patrikalakis’'s
supplemental rebuttal report as untimely urtlercourt-ordered diswery schedule. Each
litigant must disclose expert imfion reports “at the times arnial the sequence that the court
orders.” Fed. R. Civ. P. 26(a)(2)(Bee also Higgins/94 F.3d at 704. These expert reports

must contain “a complete statement of all opinions the witness will express and the basis and

achieved, looking at materials that are used, looking at manufacturing
processes that are employed . . . in the device.
(Dkt. No. 825-2 at 174:13-25.)



reasons for them.” Fed. R. Civ. P. 26(a)(2)(B).with other disclosure requirements, parties
have a duty to supplement thexpert disclosures “in a timely manner if the party learns that in
some material respectahisclosure or response is incontpler incorrect.” Fed. R. Civ. P.
26(e)(1). Federal Rule of Civil Procedure 262¢ specifically contemplates supplementation of
expert reports and informatigumovided during an expert’s depiden. Fed. R. Civ. P. 26(e)(2).
Caterpillar claims that Patrikalakis did nojpglement his report based on new information on
April 3, 2015, but rather he developed a cortgllenew opinion based on information that was
available to him at the time bis original opinions. Thus, Catelfpr asserts that Patrikalakis’s
supplemental report is nothing more than aéxigert disclosure #t should be excluded.

Federal Rule of Civil Procedure 37 prowsde mechanism for enforcing the disclosure
requirements of Rule 26 by providing that any p#ugt fails to make or supplement the required
disclosures will not be allowed to use that infation or witness at trial. Fed. R. Civ. P. 37(c).
To exclude evidence under Rule 37, the Court rfiugt] the party’s failure to comply with
Rule 26(a) was both unjustifieshé harmful to the opposing partySherrod v. Lingle223 F.3d
605, 612 (7th Cir. 2000). The party violating RB&{a) bears the burden of showing that its
violation was either jstified or harmlesNutrasweet Co. v. X-L Eng’g C&@27 F.3d 776, 786
(7th Cir. 2000).

Whether Patrikalakis’s supplemental opinamstitutes a late disclosure or merely a
permitted supplementation is of little consequence, however, because Patrikalakis’s delay did not
prejudice or otherwise harm Caterpillar. Whatesteainge Patrikalakis made to his opinion is
harmless because Caterpillar had time to explpaad did in fact explore it, during discovery
and well in advance of trial. Notably, Caterpillar did not depose Patikalakisafiatithe

purportedly late disclosurehtis, Caterpillar had an opporttynio examine Patrikalakis
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regarding all of his opinions, new and old. Mwrer, Caterpillar’'s expert, Glew, was deposed
only after Patrikalakis’s supplementalpert had been produced aafier Patrikalakis had been
deposed. As a result, Caterpillar's exped hdull and fair opportunity to respond to
Patrikalakis’s “new” opinions. laddition, the Court observes tl@aterpillar could have moved
to strike Patrikalakis’s supposedyejudicial opinion at the time tfie late disclosure or sought
a continuance to evaluate his allegedly mententions. The docketffects no such motion.
Instead of raising its objections the supplemental report dugi discovery, Caterpillar chose to
wait until the eve of trial to do so. Finally, Heélakis’s late subnsision was several months
ago. Caterpillar has had more than enough tinaglfiost its litigation strategy—if that was truly
necessary—in order to address Patrikalakis’s sup@htal material. This is not a situation in
which a party disclosed an expe opinions on the eve of tligather it is one where the
opposing party waited until theve of trial to object.

Patrikalakis supplementing his rebuttal exmppinions two weeks after he submitted the
reports themselves and more than half a peéore the beginning of trial did not prevent
Caterpillar from preparing its defense adequabelgurprise Caterjtér enough to affect the
outcome of the case. “The expert withess discpvules are designed &id the court in its
fact-finding mission by allowing botsides to prepare their casegquately and efficiently and
to prevent the tactic of surprisef affecting the outcome of the casBlierrod 223 F.3d at
613. To impose the drastic sanctioregtlusion would be unjustified herel.; cf. Hammel v.
Eau Galle Cheese Factorg07 F.3d 852, 869 (7th Cir. 2005) (tivlg that exclusion of expert
wasappropriate sanction for failure to comphith Rule 26(a)(2)(C) where sanctioned party

“failed to offeranyexplanation as to why he did not make report available [and] failed to

8 While the Court finds that Caterpillar cannot shoejydice that would warrant excluding Patrikalakis’s
supplemental opiniong,also bears noting that the Court is unconvinced that Patrikalakis’s supplemental opinion
went beyond that permitted (even required) by Rule 26(e).
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offer anyargument as to why his failure . . . should be considered harmless” (emphases added)).
The Court denies Caterpillar's motion to exclirigrikalakis’s expert testimony disclosed in his
supplemental report.

Caterpillar’s final argument regarding Pasilidkis relates to biopinions about clean
room design. Patrikalakis clairtfsat clean room design is arpast of engineering and design,
about which he is an expert. But “[the questijitm} ask is not whether an expert witness is
gualified in general, but whethhis qualifications provide atindation [to] answer a specific
question.”"Myers v. lll. Cntr. R. C9.629 F.3d 639, 644 (7th Cir. 2010). Caterpillar argues that
this Court should preclude Patrikalakis froestifying about clean room design because
Patrikalakis does not have expezten that particular engineerirggue and, even if he did have
the requisite expertise, it would have beemeea through work for the United States Navy about
which Patrikalakis refused to testify at his deposition on national security grounds.

As his proponent, Miller has the burden of sihhmnthat Patrikalakiss qualified to opine
about the specific topiof clean room desigrseel ewis 561 F.3d at 705¢et Miller has offered
little support for the conclusion thBftrikalakis is qualified topine on that subject. In its
response to Caterpillar's motiom exclude Patrikalakis’s ogion on clean room design, Miller
complains that Caterpillar asked Patrikalakis diMg questions regarding his experience at his
deposition and asserts that “Caterpillar's complaints ring hollow” because “Patrikalakis
demurred in answering only one question .If Caterpillar’'s counsetequired additional
information, he could have asked” for id.(at 12-13.) But the rel@nt question for present
purposes is not wheth@&aterpillar required additional informain; rather, the question is
whether the Court does. And itN4iller, not Caterpillar, thahas the burden of providing the

Court with sufficient information from which Piétalakis’s expertise can be determined. While
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Miller states that Patrddakis taught clean room design in urgtaduate and graduate classes, it
points to no support in the recoiMiller also fails to cite anywgpport for Patrikalakis’s expertise
in clean room design in his expert report goaigtion testimony. Nor ditMiller attempt to fill

the gap in the record by submitting a declaratioafbdavit from Patrikalakis in opposition to
Caterpillar’s motion.

The national security implications of regng Patrikalakis to testify regarding his
classified work for the Navy are not at issue hbrstead, the concerntisat Miller must offer
something—whether information about his wéwk the Navy or something else—to meet its
burden. It bears noting that, to tletent Patrikalakis did answguestions about his work for the
Navy, his answers did not tend tdadsish his expertise. Patrikalakestified that he did not
design or build, but merely visdethe clean room for the Navy pegf. His role was to work on
the technical design itselt€., what was designedlithin the clean room). Had Patrikalakis
testified that he was actually involved in esistlihg a clean room arrangement for a secret Navy
project that might have been enough. But Palaikis could not even say that he had been
involved in designing the clean room.

Thus, Caterpillar’s motion to exclude Rigtakis’s opinions orclean room design is
granted. But the Court construdss exclusion narrowly. The Cdis ruling is not intended to
prevent Patrikalakis from opining that Caterpib@cessed and used Miller's models to design its
own coupler; however, he will not be permitted to opine either that by doing so Caterpillar
violated principles of clean room design or that clean room design was necessary or appropriate

under the circumstances.
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Caterpillar’s Motion to Exclude
Expert Testimony of Keith Moody (Dkt. No. 785)

Miller offers Keith Moody as an expert ihe fields of engineering, reverse engineering,
designing, and developing produstsch as couplers. The recaldmonstrates that he is
gualified to testify regardinthose subjects. Since 2012, Moody Iheld the position of Product
Development Manager with Miller UK. As Produgévelopment Manager, he is responsible for
new product introduction. (Dkt.&N 818-1 at 1.) Moody'’s career @mgineering spans 27 years,
of which he has spent 20 working in designkt(No. 818-2 at 212:17-20.) Before his promotion
to Product Development Manager, Moody serveliieMand other companies in a variety of
engineering roles, including seaérelated to coupler products. (Dkt. No. 818-1 at 1-2.) While
working for firms other than Miller, he “revee engineered somerfs for a couple of
machines. (Dkt. No. 846-1 at 81:12-14, 81:1718222.) In this case, Miller offers Moody to
opine regarding “the difficulty to reverse engineer the frame and hook of the Miller Bug
coupler.” (Dkt. No. 818-1 at 2.) Moody’s opinisupports Miller's posibn that Caterpillar
misappropriated Miller’'s intellectual propgytrather than reverse engineered it.

Caterpillar seeks to exclude Moody’s opinion on a variety of primarily procedural
grounds. First, Caterpillar takes the position thhéther the alleged trade secrets would be
difficult to reverse engineer is an elemenMbller’s affirmative case, and thus Miller should
have listed any experts on the issue in itsahéxpert disclosure rather than its rebuttal
disclosure. Springing Moody as a rebuttal with€serpillar argues, is unfair and warrants
exclusion. But Caterpillar is wrong to assume that Miller must show as part of its affirmative
case that its alleged trade secre¢se difficult to reverse engine&ee, e.gLearning Curve

Toys, Inc. v. Playwood Toys, In842 F.3d 714 (7th Cir. 2003) (stating that the difficulty with
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which others could duplicate intellectual propentfprmation is a factotending to instruct, but
not an element necessary to show, thatinformation is a trade secret).

Caterpillaralternativelyconends that, since Miller disded Moody as a rebuttal expert
during discovery, Moody should only be permittedestify during Miller’s rduttal case at trial.
But Caterpillar fails to recognizée difference between discoveagd trial. As noted above, the
discovery rules are intendedfexilitate the exchange of infmation, to enable both sides to
prepare their cases adequately and efficiently, apdetweent the tactic of surprise from affecting
the outcome of the casBherrod 223 F.3d at 613. For whateveasen, Miller did not consider
it necessary to disclose Moody atpwith its initial expert disclsures. Perhaps Miller did not
see the need to present an expert on the diffiofireverse engineig until it understood that
Caterpillar might emphasize thasue in its defense. In any case, for discovery purposes, Moody
was a proper rebuttal withess. Having propdisclosed Moody as an gert during discovery,
Miller will be permitted to present him in itss=in-chief so long as his testimony falls within
the scope of his expert disclosures.

Caterpillar also seeks to exclude theretyi of Moody’s testimony on the ground that he
is not an expert on reverse emggring. Caterpillar offers threationales for this conclusion:
first, Moody’s lack of educational credentials; second, Moody'’s lackmémence with reverse
engineering of complex partsauas couplers; and third, Madgs lack of membership in
professional engineering societies. The fstl third points are easitismissed. That Moody
may lack the credentials typical for a preg@nal engineer in the United States does not
preclude him from serving as arpert in that field. “Rule 02 specifically contemplates the
admission of testimony by experts whose knowledd®msed on experience,” rather than

academic or practical expertiddnited States v. Partat03 F.3d 752, 758 (7th Cir. 2005). That
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experience may render an expert as knowledgesba credentialetut not particularly
experienced, engineer seems especially trienwthe proposed expert was educated and works
in a country with a different credentialing ancelsing system from where he seeks to testify.
(See, e.g Dkt. No. 846-3 at 199-201 (discussindfelience between Moody’s education and
education of engineens the United Statesid. at 206-09 (discussingter alia, whether

Moody’s postsecondary educatioould be considered “vocatal training” and whether Moody
could qualify as an enginegr the United States).)

Moody’s lack of experience in the specifiearof reverse engineering of complex parts
merits greater concern but ultimately does warrant excludingis testimony. Moody has
extensive professionakperience as a design engineer, incigexperience with the type of
products at issue. That professional familiarity haslted in an expertiseahwill assist the jury
in considering the facts regarding Caterpillar'digtto reverse enginegand history of reverse
engineering, Miller's product§eeFed. R. Evid. 702(a). In addition, Moody'’s reverse
engineering experience, althoudghited, will allow him to helpthe jury understand the practice
of reverse engineering in an industrial cont@dterpillar implies ints briefing that Moody
believes it would be too difficutp reverse engineer Millersoupler only because he is a
mediocre engineer. But that argument, sucit iasgoes to the weighdf Moody’s testimony, not
its admissibility.

Finally, Caterpillar seek® preclude Moody from opining about matters beyond the
scope of his expert disclosure. Caterpillar do&sidentify any particar topic about which it
believes Moody may seek to testifyat has not been disclosed. Th@aterpillar'srequest is not
sufficiently specific to permit a ruling in its famndOf course, the Couvwtill enforce the Federal

Rules of Civil Procedure and tikederal Rules of Evidence with respect to all expert witnesses.
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Either party may object at tridlthe other tries telicit expert testimony beyond the scope of its
experts’ disclosures.

In sum, Caterpillar has provided no basistfes Court to exclud&loody’s testimony. Its
motion is therefore denied.

Miller’'s Motion to Exclude
Expert Testimony of Frank Fronczak (Dkt. No. 801)

Caterpillar offers Frank Fronczak as apert in engineering, reverse engineering,
designing, and developing produstsch as couplers. Froncziskan emeritus professor of
engineering at the University of Wisconsin-Nah and the Principal Mechanical Engineering
Design Advisor at Marvel Medtech, LLC. (DINo. 825-1 at 1.) Fronczak holds a D.E. in
Engineering Design from the University of Kansasiong other degrees. Herved as a lecturer
or professor at the University of Wisconditadison from 1982 to 2012, and worked as an
engineer for a few different ganizations, including NASA’s Langy Research Center, in the
1970s. He has been a member of variousneging professional societies, has published
dozens of research papers, and holds eight patihtat 8, 6-10.)

Caterpillar offers Fronczak as an expertrwss to opine that (1) Caterpillar did not
misappropriate Miller's trade secrets to desagi to develop the Center-Lock Coupler because
it “performed the full range of engineering adiie$ that would be expesd to design, develop,
and introduce new coupler products” on its o{&);Miller basedts PGP Coupler on a
modification and improvement ofthird party’s coupler; (3) “Cateillar did not use certain of
the alleged trade secrets andfay are readily reverse-engineered because they are readily

ascertainable,” and (4) the information and priresphat Miller claims as trade secrets are not

17



actually secret. (Dkt. No. 804-2 at 2 Fronczak also concludes that certain of Miller's patent
applications disclose intellaal property that Miller norteeless claims as secrebegDkt. No.
804-2 at 79-81.) These opinions support Caterfsl@guments that it did not misappropriate
Miller’s intellectual property and that, to thetent it did rely on Miller’s intellectual property,
that information did not include trade secrets.

Fronczak further opines about the time duld take to reversengineer certain of
Miller’s intellectual property and to review ¢ain patents. As part of his work, Fronczak
discussed with McGavock, Caterpillar's damagegert, how Fronczak had “arrived at those
times based on [his] experience in managinggatsjas well as [his] experience in designing,
being [a] membe[r] of a desigaam that’'s been acquired ovke course of my career, which
is...44years....Id. at 24:19-24.)

Miller argues that Fronczak’s opinions regagithe time estimates, which also support
McGavock’s testimony, arinadmissible undddaubertbecause they lack a methodology. In
particular, Miller contends that experierisenot a reliable methodology because it is not
testable. The law is not so simple, however.

Fronczak describes his methodology “asreising engineering judgment based upon
[his] experience in both managing the designla@idg members of the design team of devices
of comparable complexity [to the coupler] adivas designs of considerable more complexity.”
(Dkt. No. 825-2 at 34:11-15.) Thakperience includes work agpeacticing engineer, a professor

working with fellow academics to design devicegonsultant, and, for the past ten years, a

° The five reasons offered for why the informatiow @rinciples were not secret are that they (1) “result
from a straightforward application through the daegprocess of well-known, established, fundamental
engineering principles utilizing common enginagrknowledge/skill,” (2) are well known in prior art,

(3) “are reflected in readily accessible informatosnproducts in market,” (4) “are disclosed in
non-protected form,” or (5) were independently knamd sometimes utilized by Caterpillar for years.
(Dkt. No. 804-2 at 2.)
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senior mechanical design advisaranpany not party to this caséd.(at 34:16-35:1.[Ffronczak
also articulates the methodology he used toyaeahe time it would take to reverse engineer
certain products at issue i@plicating design elements;quiring prototypes, analyzing
competitive couplers, reviewing patents, and testifige( e.g.Dkt. 804-10 at Ex. 12.) For
example, to conclude that it would not takad to reverse engineer tan Miller couplers,
Fronczak does not detail how many couplers at which a reverse engineer would need to look.
(Dkt. No. 825-2 at 37:11-12.) Instead, he stétas he applied his experience in the design
process with other products, “some of which are less complex, some of which are more
complex, [and] some of which are of comparatdenplexity,” taking intcaccount that “the first
time through doing something is gonis&] take you longer than the second time through . . . .”
(Id. at 38:4-6, 39:15-19.)

Miller is correct that theort of experience upon which Fraak relies is not testable. It
is also true that, und&aubert testability is considered characteristic of reliable sciebee.
Daubert 509 U.S. at 59% For its part, Caterpillar has niotroduced much evidence to support
the claim that experts in Fronczak’s fieldlhg@o often base their time estimates on nothing
more than experience. Were the Couritia to the four factors articulated aubert this
might pose a problem for Caterpillar. Bddubertalso emphasizes that none of its factors should
be considered dispositive of reliability. TBaubertfactors are nonexhaustive, even on
admission of scieniif expert testimonySee Chapman v. Maytag Cqr@97 F.3d 682, 687 (7th
Cir. 2002). And not allxperts are scientistSee Kumho Tires26 U.Sat 147 (quotindaubert

509 U.S. at 589-90; Fed. R. Evid. 702).

®Two otherDaubertfactors—peer-review and rate af@—also do not support admission of
Fronczak’s opinions, while Catallpar has argued that the fourdraubertfactor—general acceptance—
does suggest validity.
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In addition to théaubertfactors, courts may considgr) “whether théestimony relates
to matters growing naturally and directly outre$earch [the expert Slaconducted independent
of the litigation, or whether [the expert hasyd®ped their opinions expressly for purposes of
testifying,” (2) “[w]hether the expert haslequately accounted for obvious alternative
explanations,” and (3) “[w]hethéine expert is being as carefd he would be in his regular
professional work outside hpaid litigation consulting.Am. Honda Motor Co. v. Alle600
F.3d 813, 817 (7th Cir. 2010) (internal quotations omitted).

The first of these considerations chtgh ways here. On the one hand, Fronczak’s
opinions clearly relat® his research. On the other handwelld not have @ched conclusions
about Caterpillar’'s design process but for his @ymlent in connection witthis litigation. With
respect to the second consideration, Froncztdilgldis disagreement with Patrikalakis’'s
conclusion, an explanation alterivatto his own. As to the tidr the Court can fier a high level
of professional care from Fronczak’s mampfessional accomplishents, the detail and
thoroughness of his report, and his testimdnyua many, lengthy conversations with other of
Caterpillar’'s witnesses. This last factor algues a long way toward establishing Fronczak’s
expertise, as “[tjhe goal @aubertis to assure that experts gloy the same ‘intellectual rigor’
in their courtroom testimony as would be eayald by an expert ithe relevant field.'Jenkins v.
Bartlett, 487 F.3d 482, 489 (7th Cir. 2007) (quotkgmho Tire 526 U.S. at 152).

In sum, testability is not a necessargi@tteristic of an experienced expert’s
methodology. Experts in design, such as Froncgadand their lives estiating the amount of
time required for engineering projects. Miller may find Fronczak’s opinions incredible, but the

guestion of credibility imne for the fact-finder.
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Miller also seeks to exclude specific ports of Fronczak’s testimony for other reasons.
It seeks to exclude Fronczak’s opinions regaydCaterpillar's design and development of the
Center-Lock Coupler as unscientiaind his opinions regardingeibasis for the PGP Coupler as
irrelevant and prejudicial. The methodology pamthe same one raised above and thus the
Court reaches the same conclusidaubertand its progeny allow faxperience as a relevant
methodology and here Fronczak’s experience with design engineering constitutes a methodology
resulting in a valid opinion.

Miller complains that “Fronczak emplogditerally no methodology to determine what
advantage Caterpillar gainedaligh the use of Miller's desigti (Dkt. No. 804 at 11-12.) But
this argument assumes Miller’s conclusion. AsSeeenth Circuit has ohsed, “an expert does
not assist the trier oftt . . . if he starts his analysisskbd upon the assumption [of an answer t0]
the very question that tveas called upon to resolvéfiinters v. Fru-Con In¢498 F.3d 734,

743 (7th Cir. 2007) (internal quotation omitteBjonczak’s expertise will assist the jury in
determining whether Caterpillar used Milkedesigns and, if so, whether it gained any
advantage from doing so. Fronczak’s failuredopt Miller's preferred methodology does not
mean that he exhibited no methodoldggr similar reasons, Miller is wrong to claim that
Fronczak “fail[s] to provide any benchmark by which to measure Caterpillar's design and
development process.” (Dkt. No. 804 at I2gnczak compared Catelipr’s process with the
process that, in his experience and accordinggoesearch, is the standard for developing
coupler-like products. Tt is a benchmark.

Miller's suggestion that a lay witness “careag to the design process just as well as
Fronczak” is belied by the record. (Dkt. N8R4 at 13.) Fronczak is an academic and

accomplished professional in the field of dgsengineering. Fronczakknowledge certainly
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will assist the jury’s determination of the difficdi#ctual issues in this case. Of course, Miller
may argue to the jury that Fronczak’s methodolagyg inferior to the omthat Patrikalakis
employed. But inferiority of method is not tharsaas absence of method, and it would be unfair
for the Court to deprive the jury of an altemmatexpert opinion becaeghat alternative is
“unscientific.”

Miller also asks this Court to excluéeonczak’s testimony about the basis for the PGP
Coupler. An important factual questi in this case is the extentwdich the intellectual property
that allows for the design and manufacturéhef PGP Coupler is a trade secret. Fronczak’s
expert opinion will assist thery in answering that questi. Fronczak’s opinions, far from
confusing the jury, will ssist its determination of the extd¢atwhich the PGP Coupler differs
from prior art. Such testimony would tendstapport Caterpillar's arguments concerning the
purportedly non-secret nature ofIdr’s intellectual poperty. The Court denies Miller's motion
to exclude Fronczak’s testimony on the PGP Coupler.

In addition, Miller challenge Fronczak’s testimony on tradecsets as irrelevant. But the
nature of Miller’s intellectual property is a cdeetual issue in this s&. The fact-finder may
benefit from opinions of an engineering expide Fronczak when resolving that issue. Fronczak
applied his expertise throughetimethodology of his experienddis opinions are reliable as
well as relevant. The Court denies Miller'gjament to preclude Fronczak’s testimony on trade
secrets.

Finally, Miller moves to exclude Fronczakesstimony about information revealed in

Miller's patents** Insofar as the Court allows Caterpillar to introduce evidence of information

' The Court has granted Miller's motion in limineesclude argument that the fact that Miller did not
patent the PGP frame means the frame designs do not embody any protectable tradessebidtaNo.
807 8 VIII.) But whether the patents themselves mad#ic information about Miller’s designs that
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Miller revealed in its patent§ronczak may opine on such infation about which he is expert.
The Court denies Miller's motion to excluéeonczak’s testimony on Miller’s revelation of
information in its patents.

Miller's Motion to Exclude
Expert Testimony of Alexander D. Glew (Dkt. No. 797)

Caterpillar offers Alexander Glew as expert on CAD modatig. Since 1997, Glew has
been the President of Glew Engineering Consulting, Inc. (Dkt. No. 826-2 at 1.) There, his
“[c]lonsulting work includes thin film charéarization, process development, project turn-
around/rescue, gas flow and vacuummetrologgign of experiments, corrosive gas
applications, finite element analysis and related market analyisisdt2.) He has a Ph.D. from
Stanford University’s Department of Matais Science & Engineieig. Between 1987 and 1997,
prior to his work at Glew Engineering Consugjj Glew worked in various positions at Applied
Materials, Inc. Id. at 2-3.) His background revedlsth management and engineering
experience, including work as “a supplier quaditygineering manager,” in which position he
“ha[d] . . . tens of thousands of parts ingpddn [his] shops.” (Dkt. No. 826-1 at 75:8, 75:11-
14.) He has authored a patent, |mlied and presented various r@sh papers, and is a member
of a variety of professional assations. (Dkt. No. 826-2 at 3, 17-18.)

In this case, Glew opines th&t) Miller failed tosatisfy its obligations as a supplier, (2)
Caterpillar performed extensive, independestitng and analysis of its new couplers, (3)
Miller's PGP Coupler resulted from a collabocatibetween Miller, Caterpdr, and a third firm,
(4) citations to references @aterpillar’'s coupler to information concerning the PGP Coupler
can be explained in no less than eight wagse of which depends upon misappropriation of

Caterpillar's tradeexrets, (5) Caterpillar's new Pin Grabl@oupler “is a whity original design

would otherwise have been confidential, and tleeemay disqualify such information from protection
as trade secrets, is a matter for the jury’s consideration.
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with no overlap with either thig€aterpillar] Center-Lock Couplear the Miller Pin Grabber Plus
Coupler,” and (6) Patrikalakis was wrong to caiae that Caterpillar libattempted to obscure
its design efforts and that Caterpillar was obligdtedstablish clean roonesign procedures for
its coupler development. (Dkt. No. 799-3 at 5-6.)

It appears that Cagallar intends to offer Glew’s simony primarily to rebut that of
Patrikalakis. For example, Glew criticizes thethodologies that Patrikekis used in reaching
his conclusions.See, e.g.Dkt. No. 799-3 1 150 (“[A] troublingspect of Dr. Patrikalakissic]
methodologies is his repeated claim that simgapmetric constructiorshows that Caterpillar
Center-Lock Coupler parts aredea upon Miller PGP parts. . A.claim of similar ‘geometric
construction’ does not imply copying. Many alated objects have similar ‘geometric
constructions[’:] For example, a pancake ameany . . . .").) Glew'pinions tend to show
both that the intellectual propegrat issue did not include tragecrets and that it was not
misappropriated by Caterpillar.

Glew, like Fronczak, has also estimatedah®unt of time it would take to reverse
engineer certain of Miller's pducts. These estimates suppddGavock’s damages opinions.
Miller seeks to exclude Glewwpinions regarding the time estimates for the same reason that it
moved to exclude Fronczak’s testimony on tiogic. But although Glew has not reverse
engineered a coupler, he hasemsive experience with thegsign and development of couplers
and similar products, and CAD in particulark(DNo. 826-1 at 75:4.) In essence, Miller's
guarrel with Glew is that he employed his omethodology rather thaniag Miller's preferred
approach. The presentation of multiple methodologiekis instance would serve to illuminate

the relevant factual question:dCaterpillar misappropriate Miller’s intellectual property to
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design and develop the Center-Lock Coupler? Gbwart finds that the jury will benefit from
Glew’s testimony and thus denies Cptkar’'s motion to exclude it.

Miller also objects to Glew'’s reverse-engering opinion as irrel@ant and unverifiable.
Glew’s testimony is clearly relevant to the quastid whether the information that Miller seeks
to protect does, in fact, inclugheotectable trade secrets. Millergues that Glew’s opinion, even
if relevant, is unreliable because his methodolagg conclusions are unverifiable. In response,
Caterpillar makes a colorable argument that Mitleuld verify Glew’s process. But, in any case,
verifiability is not thesine qua norof admissible expert opinidestimony. Purported lack of
verifiability goes to the weighthot the admissibility, of Glew testimony. Glew’s testimony on
reverse engineering is relevant, grounded in xper/ise, and will assist the jury in resolving a
factual issue in this cask.is therefore admissible.

Miller also challenges Glew’s opinion th@aterpillar used inforation that it obtained
from Miller prior to 1999 to design its couplergaing that Glew fails to prove that Caterpillar
used the pre-1999 information. But the standarédonissibility is not sdigh as to permit only
expert opinions that absolutgbtyove the fact for which they eoffered. The question, instead, is
whether the testimony will helpethfact-finder in its task. Glewtestimony that the parties
exchanged some of the intelleat property at issue beforgring the Supply Agreement speaks
to the secret nature of that intellectpadperty and would tend to help the jury.

Finally, Miller challenges cerita of Glew’s opinions as ls&d on lay interpretations of
the evidence rather than true expertise. €heslude Glew’s opiniongegarding Caterpillar’s
justification in terminating itsontract Miller, Miller’s disclsure of intellectual property, and

Caterpillar’s testingf its couplers.
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Whether Miller's performance under the Supply Agreement somehow justified
Caterpillar’s termination of the contract is @dtissue in this case. To the contrary, it is
undisputed that the contract gasither party the righio terminate the contract without cause on
60-day notice. Thus, whether or not Catéapilvas justified irterminating the Supply
Agreement is irrelevant to this lawsuit and aqiroper subject of expert opinion testimony. The
Court grants Miller's motion to exclude Glew’sinjns regarding Caterpillar’s justification in
terminating Miller. On the seconslsue, Caterpillar pota to no particulaevidence showing that
Glew has more than a lay knowledge of industandards for tradeecret protection. So,
although such testimony is arguably relevant, tbarCgrants Miller's mton to exclude Glew’s
opinion regarding Miller’s diclosure of trade secrets to third parties as well.

In seeking to exclude the third opinion, howewliller has reached too far. Glew has
“opined on the extent of the testing perfornoedCaterpillar's couplat” (Dkt. No. 826 at 13.)
Glew’s experience and education renders ¢omsiderably more knowledgeable about such
testing processes than the typical lay per&ew’s opinion will assist the fact-finder in
understanding the evidence. Thus, the Courtedeldiiller's motion to exclude Glew’s opinion
regarding Caterpillar’s testing.

Miller's Motion to Exclude
Expert Testimony of Daniel M. McGavock (Dkt. No. 793)

To support its damages argument, Caterpilféers Daniel McGavdcas an expert on
valuing intellectual property. Thecord indicates that he isalified to opine in that area.
McGavock is an accountant, as wadl a vice president of an acmting firm and the leader of
its intellectual property practicéDkt. No. 795-1 at 1.) He has a B.S. degree in Accounting from
Indiana University. (Dkt. No. 795-1 at Ex. 1.)rReearly three decades, he has consulted on the

valuation of intellectual propsartassets for a variety of purposes. (Dkt. No. 795-1 at 1.) He
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co-founded and subsequently served as PresiddrDi@ector of a firnthat his current firm
acquired in 2004. McGavock teaches an intelleqiugperty valuation course at Northwestern
Law School, is a member of several profesdignaieties, and has pudihed several papers.
(Dkt. No. 795-1 at Ex. 1.)

In preparing his expert report, McGavocktm&h and reviewed the expert reports of
two other Caterpillar expertBronczak and Glew, in order (&) confirm his understanding of
Miller’s intellectual progrty, (2) “[a]ssess thadvantages or economic benefits Caterpillar could
have achieved had it used” that intellectualgarty, (3) “[aJssess whether not Caterpillar
could have independently olned or replicated” that inflectual property through proper
means, and (4) “[e]stimate the effort and assediabsts of replicating. . separately” that
intellectual property.l¢. at 31.) Ultimately, McGavock opingdisat were Miller to establish
Caterpillar’s liabilty, the following amounts of relief (aong others) would bappropriate: (1)
$110,000-$150,000 for Caterpillar's unjust enrichnaamt a reasonable royalty, and (2) $0 for
Miller's lost profits. (Dkt. No. 795-1 at 3-4)n addition, McGavoclkpines that Miller's
damages expert failed to account for offseis erred in calculating damages due to unjust
enrichment, lost profits,ral fraudulent inducement. FingllIMcGavock opines on the damages
that would be due to Caterpillar if Miller were found liable on Caterpillar's counterclaims.

McGavock discusses three generally accepted approaches for valuing intellectual
property: the Cost Approach, which bases vatuethe cost to replace the subject asset and
develop an alternative assetamiceptable utility;” the Markeipproach, which bases value “on
comparable arm’s-length transactions between invohsigy§imilar parties and assets;” and the
Income Approach, which bases value “on the inctimaécan be attributed to the subject” asset.

(Id. at 28.) To calculate a reasomabbyalty, an expert first muselect an approach. McGavock
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opines that, “[b]ased on [his] review of Miller's own descriptions, [his] discussions with
Caterpillar personnel and Catdlqi’s technical experts, andiffj review of Caterpillar's
technical experts’ reports,” s concluded “that the Cost Approach should be the basis for
determining the price that would be agre@dn by a willing buyer and a willing seller for the
use made of Miller's Akged Trade Secrets tsi] Be Valued.” (Dkt. No. 795-1 at 35, 38.) That
is because “prudent parties wdukcognize that the only benefit@aterpillar oflicensing’ the
alleged trade secrets is the avoided costsabatd have been incurred to achieve the same
result without access to” those trade secrédsa 39.) McGavock further concludes that “a
reasonable royalty should be structured as aiomelump sum payment that would be no more
than Caterpillar’s costs to regahte the alleged trade secrethich [McGavock] determined to
be between $110,000 and $150,000d”)(

McGavock also considered the Market &amcbme Approaches ireaching his opinions.
Those approaches involve theeud running royalty rates. Mc@ack relied on a few valuations
of Miller’'s intellectual property. Among them wése firm’s agreement in 2005 to pay Miller
royalties based on certain rates, including “4%heftransaction price with respect to the Bug
patents” and, also in 2005, awation of all of Miller’s intdlectual property based “upon a
royalty rate of 5%.”Id. at 12-13.) Based on these valuatidlsGavock opines, in relevant part,
that subtracting a 4% royalty for Miller’s patseritom the 5% royalty for all of its intellectual
property “leaves an effectiveyalty rate for all other intelidual property, including trade
markets and trade secrets, etc. of 1%a’ &t 39.) “This results ia total royaltyof $862,200.”

(Id. at 39-40.) McGavock further opines that “[tlfeyalty base may require further adjustment

to account for . . . . drawings and/or engimegemodels for hydraulic couplers” that “Miller
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supplied to Caterpillar in violadn of the February 1998 Agreementd.(at 40.) The adjustment
results in a royalty of $212,000d()

Miller's objections to McGavock’s apions fall into three categories.

First, Miller objects to various aspecisMcGavock’s proposed testimony as based on
impermissible assumptions. Miller argues thliGavock’s opinion that it lost no profits
depends on a factual conclusion that Callarpvas permitted téerminate the Supply
Agreement at any time. McGavock bases thisiopion his reading of threcord. But whether
Caterpillar had a right to termate the Supply Agreement is a gtien of law and, in any case,
McGavock is not an expert on contracts. MoexpCaterpillar’'s reasons for terminating the
Supply Agreement are irrelevant to the claims emghterclaims at issue in this case. Thus, the
Court grants Miller's motion texclude McGavock’s opinion the extent he opines on the
validity of Caterpillar’s decision to terminate the agreement.

Second, Miller complains that McGavoaksumes Caterpillar easily could have
replicated Miller's alleged trade secretSe€Dkt. No. 795 at 4.) The dispute on this point is
really about whether McGavock meely on the opinions of Catéaliar’'s engineering experts,
Fronczak and Glew. As discussed above, the opiof Fronczak and Glew are admissible. And
an expert may rely on thapinion of another expergee, e.gDura Automotive Sys. of Ind. v.
CTS Corp. 285 F.3d 609, 613-14 (7thrCR002) (discussinfn re James Wilson Assoc865
F.2d 160, 172-73 (7th Cir. 1992)). Thus, thewses nothing inappropria about McGavock’s
reliance on the time estimates provided by Caterfsliather experts. Th€ourt will not exclude
his opinions on that ground.

Third, turning to McGavock’s methodology, Miller contends that McGavock’s unjust

enrichment estimate is speculative becaudepends on Fronczak’s and Glew’s opinions. The
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Court already has addressed tbsue—it is permissible for M&avock to rely on Glew’s and
Fronczak’s work for his own opinions.

Next, Miller argues that McGavock’s nmeidology for quantifying Miller's damages is
unprincipled (and thus inadmissible) because it da¢sonsider all of Mler’s purported trade
secrets. This boils down to a complaint thateQaillar misconstrues Miller’s trade secrets to
exclude Miller's complex Pro-E models andyereering designs. Whether those models and
designs constituted protectable trade secretgast question for the jury, however. The Court
will not exclude testimony simply because ipdads on how the jury answers that question.

Miller also argues that McGavock’s approdaldetermining a reasonable royalty is not
scientific. But here, the issue is not whether Meg&k’s calculation is peeict but rather is it
based on a methodology sufficient to ensure alieligesult. Clearly its. McGavock has spent
his career evaluating intellectyaoperty, and his opinion ajigs that knowledge to the
intellectual property at issue in this case. Theceons raised by Millego to the weight, not the
admissibility, of McGavock’s testimony.

Finally, McGavock’s opinions regardimdiller’s fraudulent inducement claim and
Caterpillar’s breach of contracbunterclaim are now irrelevaimt light of the Court’s ruling
granting the parties’ cross-motis for summary judgment on those claims. Miller's motion to
exclude those opinions isdfefore denied as moot.

Miller's Motion to Exclude
Expert Testimony of Edward Smith (Dkt. No. 788)

Caterpillar offers Edward Smith as atpert on the value of brands. Smith holds the
position of Division Manager dCaterpillar's Global Brand Management. (Dkt. No. 791, Ex. B
at 1.) In that role, he helps to forraté Caterpillar's corporate brand stratedg. &t 1-2.) Smith

has worked for Caterpillar for 40 yearkl.(at 2.)
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For purposes of this case, Smith has opinatidtstrong brand (1)rfdicates success at
delivering on a company’s promise to its custa@yigi2) “enhances value to the customer,” (3)
“builds customer loyalty to a company’s brandtid (4) “enhances value Caterpillar.” (Dkt.
No. 791 at 1.) In addition, according to Smith, “[i]t is important for Caterpillar to know the
strength of its brands,” andt]fie strength of Caterpillar’'s &nd portfolio is a competitive
advantage.”Ifl.) Finally, Smith has opined that “[u]p ten percent of Caterpillar sales can be
attributed to its brand reputationld() Caterpillar presumably intels for Smith’s testimony to
demonstrate the value of its brand ezessary element of its counterclaims.

Miller’'s objection to Smith’destimony proceeds along two lin€srst, Miller argues that
Smith’s opinions about Caterpitla brand are not relevant because he does not identify or
guantify any damage, and damage is the isswdich his testimony is directed. This argument
is misguided, however, as “[t|he expert neetlhave an opinion on the ultimate question to be
resolved by the trier of fact” for his testimony to be releviaatd, 215 F.3d at 718. The Court
agrees with Caterpillar that Smith’s tiesony will assist the jury in understanding the
importance and value of Caterpillar's bramaldow it impacts sales @faterpillar products.
This is sufficient to establish relevance.

Second, Miller urges the Court to find ti&hith’s opinion is not reliable because his
methodology does not satisfy tBaubertfactors. As discussedbave, however, the factors
enumerated iDaubertshould not be considered exhaustwen when a court is evaluating
scientific experts. And the law allows courtid@ional leeway when evahting the expertise of
non-scientists such as Smith. The first six oftSi® opinions are based, kast in part, on his

experience. The Court finds that Smithigerience provides a valid methodology for those
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opinions and, furthermore, that his testimony @adkist the jury in understanding the value of
Caterpillar’'s brand. Thyshe Court declines texclude those opinions.

Miller also seeks to excludamith’s opinion that “[u]p to te percent of Caterpillar sales
can be attributed to its brd reputation.” Smith initially r@ched this conclusion by taking a
valuation of Caterpillar's branidom a third-party, Interbran@nd dividing it by Caterpillar's
sales. $eeDkt. No. 828 at 9.) But Caterpillar hasoprded no basis from which the Court can
conclude that Interbrand’s information is relialolr the sort of information upon which experts
in brand valuation would typically rely. Smitastified only that “the methodology that
Interbrand uses is a proprietary methodologipRt. No. 828-1 at 158:19-20.) Moreover,
Caterpillar does not proposedall anyone from Interbrand asvtness and Smith declines to
confirm that Interbrand’s vadiions are industry standard.

Furthermore, although Smith admits ttisgre are methodologidéisat allow precise
calculations of the impact of spécibrands on sales, he does natirti ever to have used such a
methodology himself. (Dkt. No. 791, Ex. A, Smith Dap178:3-5.) Instead, according to his
deposition testimony, Smith’s methodology “wasrenof a thought process that [he] went
through of how can [he and his colleagual]ate [their] employees on the importance of
[Caterpillar's] brand.” (Ixt. No. 828-1 at 158:16-18ge also idat 160:18-24 (“The thought
process is the methodology. . . . [A]s a Sigr8a Black Belt, you methodically think how you
can solve a problem. The problem was educationThat was the thought process, the
methodology.”).) Smith testified that he utilizdds methodology in the context of conveying to
Caterpillar employees the importance of brandhaggment. As he explained it, he set out to

answer the question “[w]hat does [tteculation of Catergddar’s brand] reallynean to me if I'm
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a, you know, shop worker or a young engineat'shjust looking fora new invention?”I¢. at
159:4-6.)

Smith himself all but acknowledges the ladlkany real method behind his calculation,
explaining that his “calculation of 10 percent wast i basic calculation that says how do | help
communicate . . . to new employees” that Cablerfs brand impacts its sales. (Dkt. No. 791, Ex.
A at 177:12-15.) He further tesefl that, after initily concluding that Caterpillar’s brand
reputation was responsible for about ten peroé@aterpillar’'s sales, his calculation became
“just one of those things thatdhlook[s] at from time to time teee if [they’re] still in the
ballpark of 10 percent, just so [he] can blatreely accurate with that. For [Smith’s] purposes,
precise accuracy was not criticalld(at 171:12-15.)

In short, Caterpillar has not demonstratieat Smith’s methodology can be considered
reliable. Indeed, Smith nearly concedes ashmaccordingly, the Court grants Caterpillar’s
motion to preclude Smith’s opinion that “[u]p to tearcent of Caterpillar sales can be attributed
to its brand reputation.”

CONCLUSION

In conclusion, the Court grants Caterpillamstion to exclude Patrikalakis’s opinions on
clean room design but denies tieeainders of Cateilfar's motions to erlude testimony from
Miller's expert witnesses. The Court also graviiBer's motions to exclude Glew’s opinions on
Caterpillar’s terminatin of the Supply Agreement and Millerdisclosure of trade secrets to
third parties, to exclude Mc®ack’s opinion on the legitimaoyf Caterpillar’'s decision to
terminate the Supply Agreement, and to exclude Smith’s opinion that “[u]p to ten percent of
Caterpillar sales can be attributiedits brand reputation.” The remainders of Miller's motions to

exclude testimony from Caterpillaréxpert withesses are denied.
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ENTERED:

Dated: November 1, 2015

Andrea R. Wood
Lhited States District Judge
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