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NATURE OF THE ACTION

This appeal involves a breach of contract claim arising out of a contract between
Petitioner Helix Strategies, LLC (“Helix”), a company formed by Roger Ivey (“Ivey”),!
and Defendant Transunion Rental Screening Solutions (“TURSS”), a subsidiary of the
large credit reporting company, Transunion, LLC (“Transunion”). TURSS is in the
business of providing services to screen tenants for landlords, including through online
and other software platforms. (C. 230-231) In March 2009, Helix and TURSS entered
into a written agreement whereby Helix would create a nationwide database of residential
rental lease forms and TURSS would build an electronic platform to market and sell the
lease forms on TURSS’s website and software platforms to TURSS’s customers
(“Marketing Agreement”). (C. 178-180) The Marketing Agreement specifically
obligated TURSS to build the platform and make the Helix leases available to TURSS’s
customers. (C. 178)

Helix honored its obligations under the Marketing Agreement by preparing
voluminous standard lease forms for nearly all of the United States and making them
available to TURSS. (C. 258) However, TURSS intentionally failed to honor its
obligations to build an electronic platform to market and sell the lease forms to TURSS’s
customers. (C. 223-24) TURSS also repeatedly misled Helix and Ivey for several years
by stating that TURSS was working to build the electronic platform to sell the leases
when in reality TURSS was not. (C322-334) Indeed, TURSS repeatedly misrepresented

to Helix and Ivey that the electronic platform was nearly complete and ready to “go live”

' The dismissal of the fraud claim brought by Helix and Ivey is not being appealed.
Given that only the breach of contract claim remains at issue and Ivey was not a party to
the agreement, Helix is the only party of interest on this appeal.
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in short order when in reality TURSS had never even formally approved the project or
completed the initial steps necessary to build such a platform. (C. 223-24, 253-54, 282)

It cannot legitimately be disputed that TURSS breached the Marketing
Agreement. As the Circuit Court found, TURSS was obligated to build the electronic
platform and to make the Helix leases available for sale to TURSS’s customers, and
TURSS failed to do so despite having years to perform. (A-28-29) TURSS offered
various excuses for its failure, which discovery in this case revealed to be false.
TURSS’s internal documents also revealed that TURSS understood it had the obligation
to make the Helix leases available to TURSS’s customers, and TURSS’s corporate
representative admitted that TURSS chose to focus on its own priorities instead of
honoring its contractual obligation to build the platform necessary to sell the Helix
products. (C. 143, 145, 223-224) In other words, TURSS intentionally breached the
contract.

TURSS has not disputed that Helix honored its obligations under the Marketing
Agreement. The Circuit Court also ruled that there was a triable issue of fact whether a
limitations of liability provision in the Marketing Agreement precluded recovery for
breach of contract given that Helix presented evidence of willful or intentional
wrongdoing by TURSS. (C. 1807 V2) However, the Circuit Court granted TURSS’s
motion for summary judgment as to the breach of contract claim on the basis that the
damages sought by Plaintiff were speculative and thus barred by the “New Business
Rule.” (C.2093 V2)

The only compensation Helix was to receive under the Marketing Agreement was

a percentage of revenue from the leases sold. (C. 178-79) Therefore, the breach of
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contract damages of Helix are the revenues lost due to TURSS’s failure to make the
leases available for sale. In opposition to TURSS’s motion for summary judgment on the
damages issue, Helix submitted detailed reports from qualified experts to estimate
Helix’s damages from TURSS’s failure to make Helix’s leases available. (C. 2172-2197
V2, C. 2147-2170 V2) Helix’s expert testimony relied on market data from authoritative
sources and profits from a substantially similar business in the marketplace. (See id.)
Helix also put forth profit projections prepared by TURSS itself and testimony from Ivey
regarding lost profits. (C. 2199-2212 V2; C2214-2218) Despite the overwhelming
amount of reliable evidence establishing Helix’s damages to a reasonable degree of
certainty, the Circuit Court found that Helix’s damages were speculative solely because,
in the Circuit Court’s reasoning, Helix did not provide evidence of profits for a
substantially similar business. (R441-443) Helix respectfully submits that summary
judgment was not warranted because Helix’s damages were not speculative, and there
was at least a triable issue of fact regarding Helix’s damages.

On appeal, the Court of Appeal ruled that Helix could not prove its lost profit
damages with reasonable certainty because Helix did not present evidence of actual
demand for a similar business or product. (A-39) However, the dissenting opinion at the
Court of Appeal agreed that the New Business Rule required a broader analysis, and that
Helix’s expert opinions based on authoritative data were sufficient to at least create a
triable issue of fact regarding the claimed lost profit damages and avoid summary

judgment. (A-61-66)
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ISSUES PRESENTED FOR REVIEW

1. Whether the Court of Appeal erred in construing the exception to the New
Business Rule too narrowly by ruling that as a new business Helix was required to
present evidence of profits of a comparable business or product in order to find
that its lost profits are not speculative and that sufficient evidence exists for Helix
to prove its lost profits with reasonable certainty.

2. Whether the Court of Appeal should be reversed because Helix presented
sufficient evidence to prove its lost profits as a new business with expert
testimony based on authoritative market data and other evidence.

STATEMENT OF JURISDICTION

On February 5, 2020, the Circuit Court granted summary judgment on the breach
of contract claim. (C. 2093 V2, A-33). The Circuit Court denied a motion for
reconsideration of the issue and entered final judgment on July 23, 2020 (C. 2898 V2; A-
35). An appeal was filed on August 21, 2020, 29 days after judgment was entered. (C.
2899-2901 V2; A-37)

On October 21, 2021, the Court of Appeal affirmed the order of the Circuit Court.
(A-14, Ivey v. Transunion Rental Screening Sols., Inc., 2021 IL App (1st) 200894) On
November 22, 2021, Petitioners petitioned for leave to appeal to the Supreme Court of
[llinois. (A-66) On January 26, 2022, the Supreme Court allowed leave to Appeal. (A-

118)
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STATEMENT OF FACTS

A. ORIGIN OF DISPUTE

Defendant Transunion Rental Screening Solutions, Inc. (“TURSS”) is a
subsidiary of the international credit reporting bureau, Transunion, LLC (“Transunion”).
(C. 222, lines 7-8) TURSS provides consumer credit and criminal background screening
services to landlords and property managers through its “CreditRetriever” and
“MySmartMove.com” (“SmartMove”) products. (C. 230-231) CreditRetriever is for
professional managers with large portfolios and SmartMove is for smaller landlords. (C.
230-231; C. 248-249) lvey is an attorney who in 2007 was the Assistant Vice President
and Property Operations Counsel of UDR, Inc. (“UDR”), a publicly traded real estate
investment trust and one of the nation’s largest owners and managers of residential
apartment communities. (C. 256, 9 2)

In 2007, Ivey and Michael Britti (“Britti”), the head of TURSS and a General
Vice President of Transunion, began to discuss the possibility of Ivey creating residential
leasing and property management forms (the “Helix Services”) that TURSS would sell to
its CreditRetriever and SmartMove customers on electronic platforms TURSS provided.
(C. 256-257, 9 3) Britti proposed the idea to Ivey and made multiple representations to
Ivey that TURSS was absolutely committed to selling lease products created by Ivey if
Ivey created them. (C.257,95)

As part of Ivey and Britti’s negotiations, on July 11, 2008, Britti provided Ivey a
five-year business plan for TURSS’s project funding and sale of the Helix Services,
which was created by Transunion analysts and included income projections of profits to
Helix of over $23,000,000 from sales to SmartMove customers alone. (C. 252-254, C.

264-270) The parties exchanged proposed terms over several months, but generally and

5

SUBMITTED - 17343961 - Jason Bendel - 4/1/2022 11:22 PM



127903

verbally agreed that Helix would create a database of forms and TURSS would build an
electronic platform and market the Helix Services to both its SmartMove and
CreditRetriever customers. (C. 257, 9 4) Based on the multiple representations and
promises by Britti that TURSS was committed to selling Ivey’s lease products, in
September, 2008, Ivey voluntarily left his position at UDR to focus exclusively on
creating the database of lease forms. (C. 257, q 4) Britti, on behalf of TURSS,
specifically represented to Ivey on numerous occasions — including by letter of intent in
November 24, 2008 — that TURSS’s goal was to have the platform completed by or
during the first quarter of 2009. (C. 257-258, 9 7; C. 272-274)

In March 2009, Helix and TURSS formalized and executed their agreement (the
“Marketing Agreement”). (C. 178-180) Notably, during the negotiation process the
parties agreed to revise a draft agreement that stated “TURSS may build the platform” to
state that “TURSS will build the platform,” which is consistent with Britti and Ivey’s
discussions regarding TURSS’s obligations. (C. 276-280) (emphasis added)

TURSS’s responsibilities under the Marketing Agreement were outlined in
paragraph 3 of the Marketing Agreement as follows:

Responsibilities of TURSS. Following TURSS’ reasonable approval of

the scope and general attributes of the Helix Services, TURSS will make

available on a non-exclusive basis, Helix Services to certain interested

Subscribers. TURSS will provide the software platform, Helix will

provide the document content.

(C.178,93)
Before Ivey left UDR, TURSS represented that it anticipated the platform would

be completed by the first quarter of 2009, and at the outset of the Marketing Agreement

TURSS made multiple representations that it expected the platform to be completed no
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later than June or July, 2009. (C. 257-258, 99 7, 9) Following execution of the
Marketing Agreement, Helix gave TURSS a formal product specifications manual that
laid out all the primary information TURSS needed to plan the product, including a full
set of sample lease forms and process instructions to guide the design. (C. 258, q 8)
TURSS approved the scope and format of the Helix forms. (C. 258 4 8) Helix submitted
electronic forms and supporting materials to TURSS in support of the platform, and
ultimately created a unique lease document system for over 45 of the 50 states and
Washington, D.C. that was designed specifically for integration into an electronic
software operating platform. (C. 258, 9 10)

By July 2009, TURSS had not provided the platform but TURSS informed Ivey
the lease product would be put in the market in August 2009. (C. 259, q 13) In August,
2009, Britti left TURSS and was replaced by Mike Mauseth (“Mauseth”). (C. 253-254,
101:21-102:10) Mauseth and Ivey began to regularly discuss the progress of the
electronic platform. (C. 259, 99 9-15)

On September 15, 2009, Joe Sullivan, a business analyst at TURSS, emailed Ivey
and specifically stated that the “rollout of the Helix content will be around the end of the
year [2009].” (C. 282) However, the end of 2009 came and went without the lease
platform being completed. (C. 2509, 99 14-15)

In February of 2010, Ivey had a meeting with Mauseth and various employees of

2

TURSS, who said that they were dealing with “other priorities,” that Transunion
corporate had not yet allocated the resources they needed, and that TURSS was

committed to the lease product and that it was going to be rolled out within a couple of

months. (C. 259, 4 16) After this meeting, TURSS agreed to amend the Marketing
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Agreement to include the following term:

The 5 year term of the Agreement is extended until the expiration of 5

years from the date TURSS first makes Helix Services generally available

for purchase by TURSS’ Subscribers.

(C. 202) The extension of the Marketing Agreement also specifically states that:

The extension of the Agreement will not be construed as an approval by

Helix of unreasonable delays, if any, by TURSS in performance of the

Agreement.

(I1d.) The Amendment also specifically states that the parties expected the platform to be
completed by June, 2010. (Id.) The Amendment was approved and signed by TURSS on
March 23, 2010. (ld.) Also, after the meeting, Ivey sent Mauseth the five year business
plan Britti previously provided Ivey. (C. 284-294)

On June 21, 2010, Mauseth emailed Ivey and said that the rollout of the Helix
services was “....looking more toward the end of August [2010].” (C. 296) However,
the year 2010 ended and TURSS still had not completed the platform or advised Ivey that
it had no intention to do so. (C. 262 4 36)

During 2011, Ivey repeatedly contacted TURSS regarding the platform, and even
tried to help TURSS by involving a third party with the expertise to build it. (C. 260-261,
9 24) However, 2011 ended and TURSS did not complete the platform or advise Ivey
that it had no intention to do so. (C. 262 9 36) In January, 2012, Ivey, Mauseth and
Timothy Martin (“Martin”), the Group Vice President of U.S. Housing for TransUnion
held a conference call. (C. 261, 925) On this call, Ivey again expressed his frustration
with TURSS’s delays. (C. 261, 925) Martin reiterated TURSS’s commitment to build a

platform and sell the Helix Services, and stated that TURSS hoped to begin work on the

project by summer of 2012, but that it could be delayed until 2013. (C. 261, §25) Two
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weeks after the conference call, Martin sent Ivey a letter stating that TURSS had acted in
good faith; was complying with its obligations under the Agreement, that it had and
would continue to perform under the Agreement; and that it believed in the potential of
its relationship with Helix. (C. 304-306)

During 2013 and 2014 TURSS continued to communicate with the third party
Ivey referred to TURSS about TURSS using a platform he was building. (C. 262, 9 33;
C. 308-312) In October 2014, Ivey again contacted TURSS regarding the platform. (C.
308-312) At that time, TURSS was unable to provide any information about the platform
or any assurance TURSS would build it. (C. 308-312) In fact, TURSS stated they were
unaware of Helix and the project, and after a significant search could not locate the
Marketing Agreement or anyone who was familiar with it. (C. 308-312) At this point,
Ivey realized TURSS had no intention of building the platform to sell the Helix Services
even though TURSS still had never informed Ivey that it had no intention of building the
platform. (C. 262, 9 36) TURSS continues to refuse to perform under the Agreement.
(1d.)

During the period TURSS failed to make the Helix services available, Helix
diligently tried to sell the Helix services through two other companies. (C. 262, 934)
Helix formally contracted with two other companies to build platforms and sell the Helix
leases; however, these were small start-up companies without the name recognition or
resources of Transunion necessary to sell a complex legal product like leases to landlords.
(1d.)

B. DISCOVERY OF TURSS’S MISCONDUCT

Ivey first learned during discovery in this case that TURSS had been repeatedly

misleading him about their efforts to build the platform. (C. 262, § 26) While, as set

9
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forth above, TURSS made multiple promises to build the platform and represented to
Helix and Ivey on numerous occasions that TURSS was close to finishing the platform
and making the services available, there is now substantial evidence that TURSS was
never close to finishing the platform and in fact had not even legitimately approved or
started the project.

For instance, Hillier, the TURSS employee in charge of the platform, testified that
the process involved the following steps: (1) completing “requirements” (i.e. a blueprint
for the platform), (2) designing/architecting the platform, (3) coding the platform, and (4)
testing the platform. (C. 319) Hillier admitted that TURSS had not even completed the
first step of drafting requirements, and that it would take at least a month to finish that
step. (C. 315-318) Hillier also admitted that just the fourth step alone would take at least
three to four months to complete. (C. 320) Therefore, by Hillier’s own admission,
TURSS’s multiple representations to Helix and Ivey that TURSS was two or three
months away from completing the platform were categorically false, given that TURSS
was at least five to six months away (and likely much more) from completing the
platform. Moreover, given Mauseth’s, Hillier’s and Sullivan’s roles, they knew or clearly
should have known that TURSS’s statements to Ivey were false and that it was factually
impossible to complete the project and put the product on the market in as little as one or
two months as they represented to Ivey.

Richard Armitage (C. 322-334), an expert in project management of software
implementations, submitted an affidavit regarding TURSS’s failure to perform. (C. 322-
323, 99 1-6) Armitage reviewed the entirety of the documents produced by TURSS in

the litigation as well as all the Deposition Exhibits and the completed depositions. (C.

10
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323, 9 8) Consistent with Hillier’s testimony, Armitage testified that the project to build
the electronic platform would require the following stages: Plan, Design, Build, Test,
Deploy and Optimize. (C. 323, 99) Based on his review of the materials and testimony,
Armitrage concluded that TURSS never completed the first stage of planning the project
because several key components of that stage were not completed. (C. 324, q 11)
Armitrage also concluded that TURSS did not complete the design phase and that the
“drafts of the website” and “some flowcharts” prepared by TURSS in February 2010
were insubstantial and appeared to be created by Hillier just to make Ivey feel like
progress had been made (i.e. to placate Ivey and make him believe the platform was
being built, not to actually move forward with the meaningful project implementation).
(C. 324, 9 11) Armitrage further concluded that TURSS never started the build, test,
deployment and optimization phases because TURSS never started the preliminary
phases. (C. 324, 9 12-15)

Significantly, Armitrage concluded that in order for the project to be “real” with
an intention of delivery, he would expect to see evidence of the following documents
(none of which TURSS had): A Project Plan or Schedule, Timesheets, Ongoing Meeting
Minutes and Status Reports, A Detailed Functional Design Document, Technical
Specifications, Architectural Designs, a Budget (draft or approved - showing that the
project was funded and approved), a dedicated Development Environment (can also
include or be known as a Dev, Prod, Test/QA or Sandbox), Helpdesk Tickets (that are
used to track Testing Defects, Code Transports etc.), a dedicated SharePoint site and
document repository for the project, cutover/go-live planning or a Testing Plan (User

Acceptance Testing) with Use-Case Scenarios. (C. 326, 9 20). Armitrage opined that the

11
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failure of TURSS to have any of these documents leads to only one conclusion — that
there was never any internal project established by TURSS to build the Helix platform
and thus TURSS did not appear to have any intention of delivering the Helix product on
their platform. (C. 326, 4 20)

TURSS claimed in its first motion for summary judgment (with almost no
specifics and no documentary evidence) that “TURSS suffered multiple technical
setbacks with its existing system and was unable to dedicate the time needed to create the
platform for the sale.” (C. 143) TURSS further claimed that one of the purported
problems was that the version of CreditRetriever in use when the Marketing Agreement
was executed (CreditRetriever 5.0) was antiquated. However, these claims were proven
not to be true. The current head of TURSS, who took over in 2012, admitted that
CreditRetriever 6.0 was launched in 2011 and the Helix platform could have been added
to CreditRetriever 6.0 at that time. (C. 337) TURSS also made the unsupported assertion
that there was a server interruption that and this caused delays. (C. 145) However,
Sullivan testified that this outage occurred with CreditRetriever 5.0 in June of 2010, and
that the main effect was to delay the rollout of CreditRetriever 6.0. (C. 340-341)
Sullivan noted that only historical data was lost and restored, and that the problem was
fixed going forward. (C. 341-343).

TURSS also claimed in its first motion for summary judgment that it did not
actually have an obligation to build the platform. (C. 148-149) However, this claim was
belied by not only the aforementioned document history and unambiguous contract
language of the Marketing Agreement, but also by the statements of TURSS’s own

corporate representative that TURSS did not build the platform because TURSS didn’t

12
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prioritize it. (C. 223-224). TURSS’s claim is also belied by TURSS’s own internal
communications in February, 2013 when Martin asked by a TURSS employee, Derek
Frame, to look into the project. (C. 345-346) Frame reviewed the Marketing Agreement
and other documents and emailed Martin stating:
“I believe compliance should be straightforward. Helix is looking

to provide documents (or document content) potentially along with

document services (advisory, legal, etc.). Our obligation is to provide the

platform in which to deliver the document content. Given our

product/technical direction we should be able to support this.”

(C. 345-346) (emphasis added) Martin’s reply indicated he did not care whether
Helix even existed anymore and told Frame to wait to see if they heard from Ivey again
before TURSS figures it out. (C. 345-346)
C. PERTINENT LITIGATION DEVELOPMENT

The original complaint in this dispute was filed in the Circuit Court of Cook
County, Illinois on July 20, 2015. (C. 7-36) In June 2016, TURSS brought its first
Motion for Summary Judgment. (C. 141-202) On November 14, 2016, the Circuit Court
granted summary judgment for TURSS on Counts for Breach of Contract, Negligent
Misrepresentation, and Promissory Estoppel of Plaintiffs’ four-count complaint, but
allowed Plaintiffs leave to re-plead Plaintiffs’ count for Fraud. (C. 373). On December
14, 2016, the Plaintiffs filed a motion to reconsider the order granting summary judgment
on Count I (for breach of contract) and Count IV (promissory estoppel). (C. 360-70). On
December 19, 2016, Plaintiffs filed a three-count amended complaint, sounding in breach
of contract (Count I), fraud (Count II), and promissory estoppel (Count III). (C. 387-416).
On May 22, 2017, the Circuit Court granted Helix’s motion to reconsider the summary

judgment on its original breach of contract claim, but ordered the amended breach of

contract claim dismissed with prejudice for other reasons. (C. 586). The Circuit Court
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also granted TURSS’s motion to dismiss Plaintiffs’ fraud claim and the remainder of the
case with prejudice. (C. 586-87). The Plaintiffs filed their notice of appeal from that order
on June 21, 2017. (C. 589-91).

On August 10, 2018, the Court of Appeal dismissed the appeal from the June 21,
2017 order for lack of jurisdiction. (C. 958-962) A mandate was issued on October 10,
2018 (C. 968-974) Thereafter, Helix brought a Motion for Reconsideration of the Circuit
Court’s previous motion for summary judgment ruling on the breach of contract claim,
relying on a recently published case that warranted reversal of the Circuit Court’s original
ruling. (C. 1265; C.1269-1491) On May 23, 2019, the Circuit Court reversed its prior
ruling granting summary judgment in favor of TURSS on the breach of contract claim.
(C. 1807 V2)
D. THE MOTION FOR SUMMARY JUDGMENT AT ISSUE

TURSS brought a second Motion for Summary Judgment on September 6, 2019
(“MSJ”). (C. 1811-2031 V2) The MSIJ attacked Helix’s ability to prove its claim for lost
profits, primarily on the basis of the so-called New Business Rule. (C. 1811-1820 V2)

Helix submitted a substantial amount of evidence to establish its lost profit
damages to a reasonable degree of certainty. This evidence included the Expert Report of
Stan Smith, Ph.D. (C. 2172-2197 V2) Dr. Smith holds a PhD in economics from the
University of Chicago. (C. 2172 V2) Dr. Smith conducted a detailed market analysis
looking at market data as well as the National Apartment Association’s (“NAA’s) annual
revenue from its national lease program to calculate an estimate of Plaintiff’s damages.
(C. 2178-2179 V2) Dr. Smith estimated that Helix lost approximately $42,000,000 for

the five year term of the Marketing Agreement. (C. 2172-2197 V2)
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Helix also submitted the Expert Report of Paul Cohen, Esq. (C. 2147-2170 V2)
Mr. Cohen is an attorney who represents businesses like Helix and who (like Mr. Ivey),
spent years serving on the lease committee for the NAA lease product. (C. 2156 V2) Of
great significance to Mr. Cohen’s opinion is that he is intimately familiar with the market
for electronic leases having represented companies that sell them and being on the NAA
lease committee. (C.2156-2158 V2)

Additionally, Helix submitted the previously mentioned TURSS five-year
business plan and profit projections, as well as affidavits of Roger Ivey that detail many
facts in support of Helix’s damages. (C. 2199-2212 V2; C2214-2218) Ivey’s testimony
established that making leases available for sale were not a “new business” to either
Helix or TURSS. (C. 2199-2212 V2) In fact, TURSS had been making the NAA leases
available for sale for years at the time the Marking Agreement was executed. (C. 2200-
2202 V2) Ivey also detailed how the Helix product was meant to serve the demand for
this type of product. (C. 2199-2212 V2)

Ivey also explained that, because residential leasing is heavily governed by state
and federal statutes and by common law, the basic purpose, function and effect of all
leases, and particularly all reasonably well drafted leases, are the same. (C2215 V2)
Because of this, Ivey further explained how virtually every lease provides for the
following terms: a landlord, one or more tenants, the premises, length of tenancy, rent
and other fees, payment terms, who pays for utilities, the various obligations and
restrictions on the parties’ rights and remedies. (Id.) Therefore, like the NAA lease, the
Helix lease performed all of the same functions common to every residential lease as

every NAA lease and every Helix lease provided for a landlord, one or more tenants, the
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premises, length of tenacy, rent and other fees, payment provisions, utilities payments,
the various obligations and restrictions on landlords and tenants, the parties’ rights and
remedies, etc. (C2216 V2)

The Marketing Agreement itself also provides evidence that the parties clearly
contemplated that the revenues from the leases would be damages available in the event
of a breach of the Agreement. (C. 1887 V2, q 11) The Marketing Agreement limits the
damages available to Helix under the Agreement to “TURSS’s revenue share paid by
Helix, under this agreement” .....except where “a party is harmed by the willful or
intentional, wrongdoing of the other party.” (C. 1887 V2, 4 11) (emphasis added) In
other words, the parties intended that if there was willful or intentional wrongdoing, as
Petitioners submit there was here, the damages available under the Marketing Agreement
would be the revenue contemplated by the Marketing Agreement.

On February 5, 2020, the Circuit Court granted the MSJ under its interpretation of
the New Business Rule. (C. 2093 V2)

Specifically, the Circuit Court stated and reasoned as follows:

“...I'm going to grant the motion for summary judgment. The Milex case

is clearly distinguishable to me. The leases here are -- the leases that Helix

sought to market were designed from the outset to be different than the

NAA - different from the NAA leases on which the experts sought to base

their calculations of the profits Helix may have lost.

I just believe that the expert projections were too speculative under the

New Business Rule to allow to go to a jury. I'll note as well that Milex is

somewhat sui generis.- It's perfectly understandable why the plaintiffs

relied on it. It's the best case for them by far. But what was going on

there, the generic drugs by my reading of the case, the Appellate Court

allowed it because the products were identical, and they found that the

sales from these other two companies were sufficient to establish a
rational basis for calculations of the lost profit.
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But even there the cases they relied on, counsel alluded to it briefly, the
cases Malatesta (phonetic), Fishman, and Rhodes, those were very
different. Those were all cases -- that was about all that Milex relied on.-
Those were all cases where a sale of business fell through and the lost
profits were based on what the owner actually recouped during the period
that the plaintiffs who sought to buy the businesses or I guess it was
farmland in the case of Rhodes, the profits that they would have sought to
have earned during the identical period for the identical business, which is
much further away still than we've got here.

The plaintiff has -- plaintiffs have attempted to argue that it's really not --

that the New Business Rule should not apply at all because Mr. Ivey had

previously designed leases and TransUnion had previously sold leases.

Both of those may be true, but that doesn't mean that Helix Strategies and

the leases they sought to market were not new. They were new. And I

don't see a basis for establishing the lost profits that they might have

recouped.

I am not unsympathetic to counsel’s argument that the -- that it seems

unfair to allow TransUnion to escape liability because Helix’s damages

are speculative.

But the Illinois Court reports are littered with cases where judgment went

for defendant or judgment for plaintiff was reversed because whatever

damages the plaintiff sought to prove were too speculative. And I believe

that this is such a case.

So motion for summary judgment is granted...”

(R441-443).

On March 6, 2020, Plaintiff filed a Motion for Reconsideration of the MSJ ruling.
(C. 2094-2225 V2) On March 18, 2020, TURSS filed a Motion for Final Judgment. (C.
2228-2349 V2). Plaintiff opposed the Motion for Final Judgment on the ground that
Helix should be able to recover nominal damages and attorneys’ fees. (C. 2448-2821 V2)

On July 23, 2020, this Court held a hearing on and denied Plaintiff’s Motion for

Reconsideration and granted TURSS’s Motion for Final Judgement, entering judgment in

favor of TURSS. (C. 2898 V2)
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E. THE APPEAL

On August 21, 2020, Petitioners timely filed a Notice of Appeal of the Circuit
Court judgment. (C. 2899-2901 V2)

On October 18, 2021, the Court of Appeal, in a two-to-one decision, affirmed the
order of the Circuit Court granting summary judgment in favor of Defendant TURSS on
Petitioners’ breach of contract claim and on the order granting TURSS’s motion to
dismiss Petitioners’ fraud claim. (A-39, lvey v. Transunion Rental Screening Sols., Inc.,
2021 IL App (1st) 200894) Though the Court of Appeal noted there are Illinois decisions
that did not apply the New Business Rule to claims of lost profits by new businesses
(including Milex Products, Inc. v. Alra Laboratories, Inc., 237 Ill. App. 3d 177 (1992)
(1d. at § 41), the Court of Appeal stated that “[t]he “New Business Rule” precludes expert
witnesses from speculating about possible lost profits where no historical data
demonstrates a likelihood of future profits.” (Id. at § 40) (citing SK Hand Tool Corp. v.
Dresser Industries, Inc., 284 I1l. App. 3d 417, 427, 219 1Il. Dec. 833, 672 N.E.2d 341
(1996).

In ruling that Helix’s damages were too speculative, the Court of Appeal majority
reasoned that “[i]n light of the undisputed facts regarding the differences between the
NAA and Helix lease products, the lost profit analysis differs ‘inherently’ from that in
Milex.” (Id. at q 48) Notably, the Appellate Court majority opinion did not contain a
discussion of the manner in which Helix’s experts came to the lost profit projections or
Helix’s other evidence of lost profits. (ld. at § 38-57) Instead, the Appellate Court
majority appeared to limit its inquiry to the isolated factor of whether or not the NAA
lease was substantially similar to the Helix lease. (See 1d.) In his dissent, Justice Walker

characterized the majority’s opinion as an unprecedented “restriction of the exception to
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the new business rule to proof of actual profits for effectively identical products.” (Id. at
984

Additionally, Justice Walker’s dissent contained an analysis of the expert
testimony offered by Helix and stated that he would “apply the exception to the New
Business Rule in this case, as there is reliable market data to support plaintiff's claim of
damages.” (ld. at 87-90)

On November 22, 2021, Petitioners’ filed a Petition for Leave to Appeal to the
Supreme Court of Illinois. (A-66)

On January 26, 2022, the Supreme Court of Illinois granted review. (A-118)

STANDARD OF REVIEW

On appeal from the granting of a summary judgment, the reviewing court applies
a de novo standard of review. Gen. Cas. Ins. Co. v. Lacey, 199 Ill. 2d 281, 284, 769
N.E.2d 18, 20 (2002). Therefore, the reviewing court must view the evidence in the light
most favorable to the non-moving party on the motion for summary judgment and
determine whether a genuine issue of material fact exists and whether judgment was
appropriate as a matter of law. Majca v. Beekil, 183 Ill. 2d 407, 416, 701 N.E. 2d 1084,
1088 (1998). Moreover, the interpretation of a contract is a question of law subject to a
de novo standard of review. lllinois Fraternal Order of Policy Labor Council v. Town of
Cicero, 301 I1l. App. 3d 323, 335, 703 N.E. 2d 559, 567 (1998) Under this principle, the
Circuit Court’s entry of judgment is subject to de novo review.
I
I

1
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ARGUMENT
L. THE APPELLATE COURT ERRED BY HOLDING THAT EVIDENCE OF

MARKET DEMAND OR PROFITS OF A COMPARABLE BUSINESS

WAS NECESSARY FOR HELIX TO ESTABLISH LOST PROFIT

DAMAGES.

A. Illinois Law On Lost Profit Damages

The basic theory of damages in a breach of contract action requires that a plaintiff
“establish an actual loss or measurable damages resulting from the breach in order to
recover.” In re Illinois Bell Telephone Link-Up 11, 2013 IL App (Ist) 113349, 9 19,
(quoting Avery v. State Farm Mutual Automobile Insurance Co., 216 IIl. 2d 100, 149
(2005)).

Historically, Illinois courts have ruled that a “new business” must have some form
of prior profits on which to substantiate its recovery of lost profits. See, e.g., Drs. Sellke
& Conlon, Ltd. v. Twin Oaks Realty, Inc., 143 Ill. App. 3d 168, 174 (1986) (plaintiff's
claim barred by new-business rule where plaintiff failed to offer any profit data before
defendant allegedly interfered with its business).

More recently, Courts in Illinois have allowed new businesses to seek recovery of
lost profits in a variety of circumstances and without evidence of prior profits. See Tri-G,
Inc. v. Burke, Bosselman & Weaver, 222 I1l. 2d 218, 249 (2006) (“There is no inviolate
rule that a new business can never prove lost profits.”); Milex Products, Inc. v. Alra
Laboratories, Inc., 237 I1l. App. 3d 177 (1992); Malatesta v. Leichter, 186 Ill. App. 3d
602, 621 (1989); see also Antrim Pharmaceuticals LLC v. Bio-Pharm, Inc., 310 F.Supp

934 (2018) (ruling that there was genuine issue of material fact as to whether a new

20

SUBMITTED - 17343961 - Jason Bendel - 4/1/2022 11:22 PM



127903

business was entitled to recover lost profits in exception to Illinois New Business Rule
precluding summary judgment); see also Parvati Corp. v. City of Oak Forest, 709 F.3d
678, 685 (7th Cir. 2013).

Despite the holdings in these cases, some Illinois courts (including the Court of
Appeal in this case) appear to enforce the New Business Rule either as a “per se” rule as
if the exceptions are limited to a few isolated factors unique to the facts in Tri-G, Inc.,
Milex, and Malatasta. See e.g. Meriturn Partners, LLC v. Banner & Witcoff, Ltd., 2015
IL App (Ist) 131883, 99 22-24 (outright rejecting a damage mode based on “a sales
projection theory” because it involved “future suppositions™)

However, the Tri-G, Inc., Milex, and Malatasta opinions regarding the New
Business Rule were based on these courts’ analysis of a variety of evidentiary factors that
were unique to each case. For example, in Tri-G, Inc., 222 Ill. 2d 218 (Ill. 2006), this
Court ruled that lost profits of a new business could be determined with reasonable
certainty based primarily on the testimony of a third-party business owner, and dismissed
the seemingly opposing cases relied on by the Appellee as those where the “lost profits
(were) based solely on speculation,” and acknowledged that the “determination of
damages is a question reserved to the trier of fact...” Id. at 246, 250 (emphasis added).

Milex Products, Inc. v. Alra Laboratories, Inc., 237 Ill. App. 3d 177, 190 (1992)
is the reported Illinois decision that is most analogous to the case at hand. In Milex, the
Illinois Court of Appeal allowed plaintiff Milex to recover its lost profits from the
defendant’s breach of contract for a new business venture. Milex was a medical device
provider that contracted with Alra Laboratories, a pharmaceutical manufacturer, to

manufacture a new generic drug for sale by Milex that was based on an existing brand
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name drug whose patent was about to expire. Id. at 177. Milex’s expert, a
pharmaceutical business consultant, used mathematical analysis of various data sets to
determine Milex’s lost profits from not selling its version of the specific generic drug at
issue (clomiphene citrate). Id. at 184-85. Milex’s expert relied on data that was itself
“representative samples” and “averages,” and based part of his opinion on forecasts of
sales of entirely different drugs. Id at 185. Even so, the Milex court held that this
testimony was based on “actual products in the marketplace” and ‘““authoritative” sources
of data, and therefore “was based upon fact, not speculation.” Id. at 192.

The Milex court held that even though Milex was a new business, the expert
testimony at trial showed damages that were “neither speculative nor the product of
conjecture, but [were] based upon a reasonable degree of certainty.” Id. at 193. Relying
on this Court’s refusal in Schatz v. Abbot Laboratories, Inc., 51 111.2d 143, 147-148
(1972) to hold that “evidence of prior profits is the sine qua non of proof of damages
suffered by a business enterprise” (emphasis in the original), the Milex court noted that
there was precedent in Illinois law for not applying the New Business Rule where it “did
not fit the circumstances” of the case, including in cases where the new business’s
product has an established market. Milex at 192 (referencing Malatesta; Fishman v.
Estate of Wirtz, 807 F.2d 520 (7th Cir. 1986) (plaintiffs who had never owned a sports
franchise awarded lost profits based upon the profits made by the team owners); and
Rhodes v. Sigler (1976), 44 111. App.3d 375 (court found evidence of profits of a person
other than the plaintiff in the same period of time plaintiff was seeking damages provided
required degree of certainty). Ultimately, the Milex court affirmed the trial court’s

judgment for the Plaintiff in the amount of $3.27 million, which accounted for Milex’s
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lost profits and other damages.

The Court of Appeal in Milex further stated that damages resulting from lost
profits from a new business are recoverable where: (1) the loss is “proved with a
reasonable degree of certainty”; (2) the defendant’s wrongful act caused the loss of
profits; and (3) the “profits were reasonably within the contemplation of the defaulting
party at the time the contract was entered into.” Milex Products, Inc. v. Alra
Laboratories, Inc., 237 I1l. App. 3d 177, 190 (1992)

The manner in which the expert in Milex calculated damages is specifically
described by the Court of Appeal on pages 184-185 of the opinion. Nowhere does the
Court of Appeal in Milex state that actual sales data from the other generic drug makers
was relied upon by the expert. Rather, the expert in Milex based his projections of
Milex’s sales on indirect sources of market data, including an “audit” that used a
“representative sample” of data, and the expert estimated “such things as the prices at
which the products were sold, the number of prescriptions in the marketplace, and the
average size of a prescription in order to determine the basic economic structure of the
clomiphene citrate market.” Milex, at 184.

In addition, nothing in the Milex opinion or facts suggests that the data that
Milex’s experts relied on was from nearly “identical” products. To the contrary, Milex’s
experts based a large part of their estimate of the plaintiff’s market share for its generic
version of clomiphene citrate on 20 to 30 “other” (non-clomiphene citrate) drugs that
were merely “similar” to the generic drug at issue. Milex, at 185. The Milex expert’s
opinion on Milex’s market share “arrived at Milex’s 10% of the market share as a result

of looking at market share gains made by 20 to 30 other drugs with similar
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characteristics.” 1d. In other words, Milex’s damages evidence was derived from sales
of entirely different products.

The Milex opinion and what is required to show lost profits of a new business is
best encapsulated with this quote from Milex that explains why the Court of Appeal
found the lost profits in that case were shown with a reasonable degree of certainty:

Finally, we do not believe that the case of Drs. Sellke & Conlon, Ltd.

stands for the inviolate rule that a new business can never prove lost

profits. That case determined that where lost profits are based solely upon

speculation, such proof is inadequate to establish lost profits within a

reasonable degree of certainty. However, in the case before us, while the

product is a new one, the evidence showed it to have an established
market. Given that fact, together with Price's testimony, we conclude that

the proof of lost profits was neither speculative nor the product of

conjecture but was based upon a reasonable degree of certainty.

Milex, at 193 (emphasis added). Therefore, the key ingredients for the Milex
Court to conclude that the lost profits of a new business were shown with a reasonable
degree of certainty were both evidence of an “established market” and proper expert
testimony. In Milex, the expert “testimony concerning lost profits was based upon actual
products in the marketplace as well as authoritative sources for the data he used.” Id. at
192. However, nothing in Milex suggests that these factors are exclusive, they simply
happened to be the unique factors the Milex court considered to be not “solely”
speculative and therefore, reasonably certain.

B. The Evolution of The New Business Rule In Other Jurisdictions

Other jurisdictions have also moved away from a strict application of the New
Business Rule and consider a variety of factors in determining “reasonable certainty”

exceptions to allow new businesses to recover their damages when they have been

harmed. “Changing attitudes towards jurors, a consensus focused on the inherent
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injustice to new businesses, and recognition of the economically nonoptimal allocation of
resources that the New Business Rule encouraged may have all played a role in [a] shift
in the interpretation of the rule away from a finding of law to a finding of fact, as pointed
out by Bollas in the Ohio State Law Journal, and by Everett Gee Warner and Mark Adam
Nelson in “Recovering Lost Profits,” 39 Mercer L. Rev. (1988).” See Mark Gauthier,
Recovering Lost Profits for Start-Up Companies, Bus. L. Today, December 2017, at 1, 2.
The rationale behind this change is encapsulated in this quote from the Kansas Supreme
Court:

Strict application of the [reasonable] certainty doctrine would place a new

business at a substantial disadvantage. To hold recovery is precluded as a

matter of law merely because a business is newly established would

encourage those contracting with such a business to breach their contracts.
The law is not so deficient.

Vickers v. Wichita State University, Wichita, 213 Kan. 614, 518 P.2d 512, 517
(1974).

The Restatement Second of Contracts, Section 352, Comment b, provides that
“[1]f the business is a new one or if it is a speculative one ..., damages may be established
with reasonable certainty with the aid of expert testimony, economic and financial data,
market surveys and analyses, business records of similar enterprises, and the like.”
(emphasis added)

Other courts have also not required evidence of profits from a similar business but
instead allow new businesses to prove their damages solely with projections by expert
testimony. For instance, in Kaech v. Lewis County PUD, 106 Wash. App. 260, 23 P.3d
529, 538-539 (2001), the Court of Appeals of Washington upheld a lost profits finding

where a dairy farm had been in operation for only a short time, holding that “expert
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testimony alone is a sufficient basis for an award of lost profits in the new business
context when the expert opinion is supported by tangible evidence with a ‘substantial and
sufficient factual basis...””

The Supreme Court in Arkansas recently overruled a strict application of the New
Business Rule in Tilley v. Malvern Nat'l Bank, 2017 Ark. 343, 17, 532 S.W.3d 570, 579
(2017), where the Court there held that the Arkansas Court of Appeal decision in Am.
Fid. Fire Ins. Co. v. Kennedy Bros. Const., 282 Ark. 545, 547, 670 S.W.2d 798, 800
(1984) should be the rule regarding a new business proving lost profits. In Am. Fid. Fire
Ins. Co. v. Kennedy Bros. Const., 282 Ark. 545, the court affirmed an award of lost
profits to a new business where the plaintiff proved lost profits with expert testimony
showing its profits. 1d. at 547.

The Supreme Court in New Mexico, recognizing advancements in data capture
and analytics, overruled its own strict application of the New Business Rule in Sunnyland
Farms, Inc. v. Cent. New Mexico Elec. Co-op., Inc., 2013-NMSC-017, q 27, 301 P.3d
387, 396. The reasoning behind its decision is applicable to the issues presented by this
appeal:

As economic forecasting models have become more sophisticated, courts

have become more willing to accept predictions that a plaintiff's new

business would have been successful. 1 Robert L. Dunn, Recovery of

Damages for Lost Profits § 4.3, at 391 (6th ed. 2005). The majority of

jurisdictions allow unestablished business plaintiffs to collect lost profit

damages if they can prove with reasonable certainty the fact of lost profits.

Id. at 378. The dollar amount of lost profit damages, however, does not

require the same level of proof. Id. § 1.8 at 25 (“[T]he [reasonable

certainty] rule applies only to the fact of damages, not to the amount of
damages.”); id. § 5.1 at 414 (“[L]ess certainty (or none at all) is required

to prove the amount of damages.”); see also Deaton, 99 N.M. at 258, 657

P.2d at 114 (“Lost profits need not be proved with mathematical

certainty.”). To remove any doubt as to whether the century-old Kettering
rule is still good law, we expressly overrule our opinion in Kettering.
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Id. at 396.

Delaware’s highest court also recently affirmed an award of lost profits to a new
business in Siga Techs., Inc. v. PharmAthene, Inc., 132 A.3d 1108, 1131 (Del. 2015), as
corrected (Dec. 28, 2015). The Siga Techs. Court stated that “where the injured party has
proven the fact of damages—meaning that there would have been some profits from the
contract—Iess certainty is required of the proof establishing the amount of damages. In
other words, the injured party need not establish the amount of damages with precise
certainty “where the wrong has been proven and injury established.”

In sum, other jurisdictions consider a variety of factors in determining “reasonable
certainty” and are more willing to award lost profit damages to a new business, where,
like here, the lost profit projections are based on expert testimony and other evidence
unique to each case.

C. A Change To The Rule of Law Articulated In Milex Is Not Necessary

To Find For Petitioner In This Matter

Petitioner respectfully submits that a change to the rule of law articulated in Milex
is not necessary to find for the Petitioner. Rather, this Court should clarify that the
reasonable certainty analysis is not limited to a few isolated factors, but properly includes
consideration of a variety of pertinent factors that may be unique to different cases.
Stated differently, a finding of reasonable certainty is appropriate where damages
estimates are not based “solely” on speculation. As set forth above, the Court of Appeal
in Milex stated that damages resulting from lost profits from a new business are
recoverable where: (1) the loss is “proved with a reasonable degree of certainty”; (2) the

defendant’s wrongful act caused the loss of profits; and (3) the “profits were reasonably
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within the contemplation of the defaulting party at the time the contract was entered
into.” Milex, 237 Ill. App. 3d 177 at 190. Using Milex as an example, the court allowed
lost profits to be proven with expert testimony that was based on “actual products in the
marketplace” and other “authoritative” sources of data, and therefore “was based upon
fact, not speculation.” Milex, at 192. The Milex court also acknowledged that the New
Business Rule should not apply where it “did not fit the circumstances” of the case. As
discussed infra, the circumstances surrounding this case do not warrant exclusion of
Helix’s damages evidence based on an overly strict application of the New Business
Rule.

A plaintiff with an arguably new business in Illinois should not be required to fit
within the unique fact patterns found in Milex or Malasta or other cases to recover their
damages. More specifically, a plaintiff should not be required to submit evidence of
profits from a substantially similar business.

In this case, because the Petitioner’s expert opinions relied, in part, on the
performance of the NAA lease product, the Court of Appeal majority considered whether
or not Petitioners’ lease product was substantially similar to the NAA lease product. (A-
39, 4 40) However, the Appellate Court majority did not analyze the lost profit
calculations and other evidence proffered by Petitioners and its experts that were based
on authoritative market data (as the dissenting opinion did). (A-39, 9 38-57, 87-90)
Nor did the Appellate Court majority consider the projections prepared by TURSS itself
or the opinion testimony of Petitioner Ivey. (A-39, 44 38-57) The Appellate Court also
did not consider the other circumstances warranting finding for Petitioners, including

TURSS’s size and resources, the fact that TURSS’s wrongdoing caused any existing
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uncertainty in assessing damages, and the manifest conclusion that Petitioners were
damaged in at least some degree, even if it cannot be proven with mathematical precision
exactly how much they were damaged. (See id.)

Accordingly, the Circuit Court and the Appellate Court erred by ruling that Helix
could not prove its lost profits with reasonable certainty because it did not present
evidence of profits from a comparable business.

II. THE APPELLATE COURT SHOULD BE REVERSED BECAUSE HELIX
SUBMITTED EVIDENCE OF LOST PROFITS USING AUTHORATIVE
DATA TO CREATE A TRIABLE ISSUE OF FACT REGARDING THE
REASONABLE CERTAINTY OF THE DAMAGES.

Regardless of whether or not evidence of profits from a comparable business is
required to establish damages for a new business, Helix’s evidence in this case is
quantitatively and qualitatively superior to that in Milex and Tri-G in all respects, and is
in no way speculative. As previously discussed, Helix did provide evidence (direct
evidence, actually) of sales of a substantially similar product. (C. 2178-2179 V2)
Petitioner’s expert evidence was based on multiple authoritative sources of data by
multiple experts, including TURSS’s own personnel. (C. 2172-2197 V2, 2147-2170 V2)
Ultimately, it is difficult to conceive of what other evidence Helix could have reasonably
provided in this case.

In addition to the damages considerations discussed elsewhere in this brief,
applying the three-prong test set forth in Milex to the instant case, Helix’s claimed
damages are recoverable. First, Helix’s detailed expert testimony and TURSS’s own

business projections proved Helix’s loss on a reasonable basis with a reasonable degree
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of certainty (which is discussed more infra). Second, TURSS’s conduct caused Helix’s
loss of profits. It is axiomatic that TURSS’s failure to make the leases available to its
customers is responsible for any lost profits that would have resulted from making the
leases available to TURSS’s customers. Third, the lease revenue was clearly
contemplated by the parties as a basis for damages. Helix is not presenting some sort of
speculative consequential damage claim; rather, the lease revenues are the only
compensation Helix was to receive under the Marketing Agreement and are the direct
damages contemplated by the parties. (C. 178) The Marketing Agreement limitation of
liability provision expressly provides that the lease revenues were a foundation for
damages and that there is no limitation on the amount of damages where there was willful
or intentional wrongdoing by a party. (C. 178) The Circuit Court ruled that there was
evidence that TURSS acted willfully or intentionally wrong in connection with its
performance under the Marketing Agreement. (R. 403-05) Petitioners submitted
substantial evidence of its lost profits using market data from authoritative sources,
including TURSS’s own analysis and admissions. (C. 2162, 2178-79 V2)

Petitioners’ expert, Paul Cohen, offered a detailed analysis of Plaintiff’s damages.
Mr. Cohen is an attorney who has represented and counseled landlords in all aspects of
property management for over thirty-five years. (C. 2150-2151 V2) Mr. Cohen also
served on the NAA lease committee and worked with the NAA on their lease product
almost from inception. (C. 2152 V2) Based on his knowledge of the marketplace, Mr.
Cohen opined that when the parties’ Marketing Agreement was executed in 2009 there
was large market demand for electronic residential leases. (C. 2154 V2) Indeed, Cohen

stated that while in 2009 the NAA lease was the only significant competitor in the
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market, now there are many other companies in the market, including Yardi, RealPage,
Legal Forms, Legal Templates, Rocket Lawyer, Legal Nature, Legal Contracts, Law
Depot, Landlord, Landlord Lease Forms, EZ Landlord Forms, Tenant Tech, and Zillow.
(C. 2163 V2) The entry of so many other businesses into the market since the time
TURSS should have made the Helix products available to its customers is highly
probative evidence of the large market demand that existed for an electronic lease
available over the internet.

Mr. Cohen also estimates Helix’s damages based on authoritative market data,
including a survey by US marketing firm Marketing Sherpa and publications by JDR
Group and other published sources. (C. 2159-60 V2) Mr. Cohen uses industry
Conclusion standard conversion rates to estimate Plaintiff’s damages. (C. 2159-60 V2)
Significantly, Cohen’s estimate uses conservative estimates in connection with his
analysis. (C. 2159-2161 V2) Cohen also relies upon the direct income of the NAA lease,
as reported on its IRS Form 990, which a substantially similar product from the only
significant third-party competitor at the time. (C. 2159-2161 V2)

Mr. Cohen, based on his expertise in the area and knowledge of both the Helix
product and the NAA product, opines that the Helix product is of the highest quality and
is actually superior to the NAA product. (C. 2156-2158 V2) However, Mr. Cohen’s
report does not rely on the fact that the Helix leases were superior to the NAA lease to
conclude that there was a large demand for the Helix product. (C. 2147-2171 V2)

Similarly, Petitioner’s expert, Stan V. Smith, a Ph.D. in economics from the
University of Chicago, offered a detailed analysis of Plaintiff’s damages. (C. 2172 V2)

Significantly, Dr. Smith analyzed data from the U.S. Census Bureau’s American Housing
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Survey to determine what the actual market was for a lease product. (C. 2178 V2) Dr.
Smith also used a very conservative revenue figure for Helix from the leases at $5 per
lease and used a conservative market penetration of only 1.5% for the first year. (C. 2178
V2) Smith also relies upon the NAA lease profits as set forth in IRS filings. (C. 2178-79
V2)

Additionally, Helix provided a five-year revenue projection prepared by TURSS’s
head and Transunion General Vice President, Michael Britti and by Transunion’s
analysts. This projection is substantial evidence of Plaintiff’s damages. (C. 252-54, 267-
270) The projection estimates profits to Helix in the first five years of sales of over
$23,000,000 from sales to SmartMove customers alone. (C. 252-54, 267-270) These
projections were created by TURSS itself using authoritative data. (C. 252-54, 267-270)

An Affidavit of Petitioner Ivey in support of its Opposition to its Motion for
Summary Judgment also provides substantial support for the claimed damages. (C. 2199-
2212 V2) This Affidavit provided substantial evidence regarding the demand for an
electronic lease based on his experience serving on the NAA lease committee. (C. 2199-
2212 V2)

The Circuit Court and Court of Appeal erred by not analyzing Helix’s expert
testimony based on market data from authoritative sources and other unique evidence of
damages. The Circuit Court and Court of Appeal Appellate Court therefore erred by not
finding that Helix’s evidence at least created a triable issue of fact regarding whether the
claimed lost profits could be proven with reasonable certainty. Indeed, the only analysis
of the expert testimony was done by Justice Walker, in his dissent, in which it was held

that there was a triable issue of fact regarding Helix’s claimed lost profit damages. (A-
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39, 9 87-90) The overly strict application of the New Business Rule by the Appellate
Court should be reversed.

CONCLUSION

Wherefore, for the foregoing reasons, Petitioners request that this Court should
reverse the appellate court’s opinion and hold that there is a triable issue of fact as to
Helix claim for breach of contract damages.

Respectfully submitted,

/s/ Jason R. Bendel

Jason R. Bendel

Bendel Law Group

11620 Wilshire Boulevard, Suite 900
Los Angeles, CA 90025
P:310.362.6110

Attorney #6320003

Michael 1. Zweig

103 South Greenleaf Street, #G
Gurnee, Illinois 60031

P: 866.602.3000

Attorney #47025

Attorneys for Plaintiff-Petitioners
Roger Ivey and Helix Strategies, LLC
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2015-L-007382
CALENDAR: U
PAGE 1 of 15
CIRCUIT COURT OF
COOK COUNTY, ILLINOIS

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINIOSER l&%“(g%‘{lf%{?gmw

COUNTY DEPARTMENT, LAW DIVISION

ROGER IVEY, an individual, HELIX No. 2015L 7382
STRATEGIES, LLC., a Limited Liability
Company, Calender U
Judge Brigid Mary McGrath
Plaintiffs,
V.

TRANSUNION RENTAL SCREENING
SOLUTIONS, INC., a Corporation;
TRANSUNION, LLC, a Limited Liability
Company

Defendants.

PLAINTIFFS’ AMENDED COMPLAINT

Plaintiffs Roger [vey (“Ivey”) and Helix Strategies, LLC (“Helix”) hereby file Plaintiffs’
Amended Complaint at Law ("Complaint") against Defendant TransUnion Rental Screening
Solutions, Inc. (“TURSS” or “Defendant”) and TransUnion, LLC (“Transunion”) and

respectfully state as follows:

I.
Brief Summary

(i Helix is a document and information services company that provides residential
property management lease contracts, forms and related information services for resale to the
property management industry. TURSS is a consumer credit screening company that provides
consumer credit and criminal background screening services to landlords and property
management professionals. In March 2009, Helix and TURSS entered into a written contract
whereby Helix agreed to provide customizable electronic residential leasing and property

management forms (the “Helix Services”) to TURSS and TURSS agreed to 1) provide the

C 387
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software platforms necessary to market, sell and deliver the Helix Services to TURSS’
customers, and 2) to actually market, sell and deliver the Helix Services to TURSS’ customers.
TURSS agreed to sell the Helix Services to small portfolio landlords through its
MySmartMove.com web based product, and to its larger professional commercial customers
through TURSS’ CreditRetriever product. TURSS also agreed to sell the Helix Services to its
customers through various third party re-sellers. The contract specified that Helix would be paid
65% of all revenue collected from sales of Helix Services on TURSS’ websites, while the
remaining 35% of collected revenue would be paid to TURSS. This was to be a lucrative
arrangement for both parties. In fact, prior to entering the contract, TURSS provided Helix with
a five-year business plan which estimated revenue to Helix of approximately $23 million for the
sale of Helix Services through TURSS” direct MySmartMove.com sales alone (which estimate

did not include sales through MySmartMove.com resellers). The five-year business plan was

2015-L-007382
PAGE 2 of 15

created by TransUnion. TURSS and TransUnion represented to Helix that the projected revenue

to Helix of $23 million was a conservative estimate, which also did not include sales of Helix

ELECTRONICALLY FILED
12/19/2016 5:09 PM

Services through TURSS’ CreditRetriever service, or sales of any of the Helix product lines
anticipated by the parties in addition to Helix’s residential property management products, such
as mobile-home leases, vacation rental leases, and storage unit rental leases.

2 TURSS induced Helix to enter the contract and create the Helix Services. Helix
performed its obligations under the contract to provide the Helix Services to TURSS in the form
requested by TURSS. Upon execution of the contract, TURSS represented to Helix that the
development of the platform(s) would only take between three to six months. However, after
more than five years of unnecessary delays and repeated assurances of future performance,

TURSS still has not built the software platform(s) it is contractually obligated to provide Helix.
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As a result, the Helix Services remain unused, unsold, and unavailable to TURSS customers.
TURSS has breached the contract, cost Helix at least five years of lost revenue (estimated by

TURSS to exceed $23 million dollars), and caused Helix extreme financial hardship.

IL
Parties
3. Helix is a Colorado limited liability company.
4. Ivey is an individual and resides in the state of Texas.
5. TURSS is a Delaware corporation with its principal place of business located in
Greenwood Village, Colorado.
IIL

Jurisdiction and Venue

i 6. This Court has jurisdiction because the amount in controversy exceeds the
oo W
82>  minimum jurisdictional limits of the Court.
—

Q o ; &g !
Eg 7. Venue is proper in Cook County, Illinois because the subject contract between
(]

TURSS and Helix contains a mandatory venue provision requiring that any and all brought under

ELECTRONICALLY FILED
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the contract be filed in Cook County, Illinois.

1V.
Factual Background

8. Helix is a Colorado limited liability company engaged in the business of
developing and providing customizable electronic residential leasing and property management
forms to property owners and managers. TURSS provides credit reporting and applicant
screening services to property owners and managers through two forums: MySmartMove.com
for individual lessors and small property owners; and CreditRetriever for large property

management companies.

A-10

C 389
SUBMITTED - 17343961 - Jason Bendel - 4/1/2022 11:22 PM



127903

9. In early 2008, principals of Helix and TURSS began to discuss the possibility of
TURSS purchasing Helix’s residential leasing and property management forms and marketing
the forms to TURSS’ customers electronically on MySmartMove.com and through
CreditRetriever. Michael Britti (“Britti”), then a2 General Vice President at TransUnion and who
performed duties on behalf of TURSS, proposed the idea to TURSS principals who approved the
project and authorized Mr. Britti to negotiate the terms of a written agreement with Helix.
Proposed terms were exchanged between the parties over several months, but the parties
generally and verbally agreed that Helix would provide the database of forms and TURSS would
build an electronic platform and market the Helix Services to TURSS customers through both

MySmartMove.com and CreditRetriever. TURSS’ verbal assurances became so strong and the

&,  business relationship between the parties became so imminent that in September 2008, Roger

g 0

Ss . " . —_ . . .

3 & Ivey (“Ivey™), the President of Helix, voluntarily left his position as Assistant Vice President and
= [

wn O

§ £ Property Operations Counsel of UDR, Inc. (“UDR”), a publicly traded real estate investment

trust and one of the nation’s largest owners and managers of residential apartment communities,
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to focus exclusively on completion on the databasc of forms and finalizing the agreement with
TURSS. TURSS was aware of and encouraged Mr. Ivey’s decision to voluntarily leave his
employment with UDR, a decision induced by TURSS’ representations regarding their intent to
imminently build electronic platforms and sell the Helix Services. A true and correct copy of the
Letter of Intent from TURSS to Helix dated November 24, 2008 is attached hereto as Exhibit
AP

10. In March 2009, Helix and TURSS formalized and executed their Marketing
Agreement (“the Agreement”) whereby Helix agreed to provide customizable electronic

residential leasing and property management forms to TURSS, and TURSS agreed to build an
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electronic platform to host the forms and to sell the forms to its existing and future customers.
The responsibilities of TURSS under the Agreement were outlined in paragraph 3 as follows:
Responsibilities of TURSS. Following TURSS’ reasonable approval of
the scope and general attributes of the Helix Services, TURSS will make
available on a non-exclusive basis, Helix Services to certain interested

Subscribers. TURSS will provide the software platform, Helix will
provide the document content.

A true and correct copy of the Agrecment is attached hereto as Exhibit “B.” Though the
Agreement is silent as to the deadline for TURSS to provide the software platform, TURSS made
multiple representations that it expected the platform would be completed no later than June or
July 2009, which was a four month target. In fact, prior to the formal execution of the
Agreement, TURSS had already assigned Kristin Hillier (“Hillier”), then the Senior Manager of
TURSS Product Screening and Quality Control, to the task of managing the completion of the

electronic platform. Mr. Britti, on behalf of TURSS, specifically informed Mr. Ivey on

2015-L-007382
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numerous occasions — including in TURSS’ November 24, 2008 letter of intent— that the goal

was to have the platform completed by or during the first quarter of 2009.

ELECTRONICALLY FILED
12/19/2016 5:09 PM

11. Also in March of 2009, and following execution of the Agreement, Helix
submitted its forms and supporting informational materials to TURSS, which specifically
approved the scope and format of the Helix Services. At that same time, TURSS also gave Helix
written permission to begin marketing Helix as the exclusive provider of lease documents to
TURSS’ MySmartMove.com and CreditRetriever.com. A true and correct copy of the letter
from Mr. Britti to Mr. Ivey dated March 18, 2009 is attached hereto as Exhibit “C.”

12, Mr. Ivey began creation of the Helix Services prior to execution of the Agreement

in March of 2009 and continued to aggressively build and complete the products. Mr. Ivey also
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initiated frequent and consistent communications to TURSS before and after the Agreement was
executed.

13, In August 2009, Mr. Britti left his position at TURSS. His position was filled by
Mike Mauseth (“Mauseth”). Mr. Mauseth was already employed at TURSS and was aware of
the Agreement with Helix. Mr. Mauseth and Mr. Ivey began to regularly discuss the progress of
the electronic platform. These communications were nearly always initiated by Mr. Ivey, and
often required several phone calls and/or emails before TURSS would respond. Each time Mr.
[vey inquired about the status of the platform, Mr. Mauseth confirmed that the platform was “on
the agenda.” In reality, TURSS put a hold on the project in order rebuild its entire legacy
platform on a new operating system. Mr. Mauseth and Ms. Hillier later informed Mr. Ivey that
“Chicago” — i.e., TransUnion, LLC, TURSS’ corporate parent — had not yet allocated sufficient

resources to complete the platform because of the decision to rebuild the legacy platform.

2015-L-007382
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Despite this, TURSS continued to promise Helix that TURSS was committed to its relationship

with Helix, and that the electronic platform would be built and was in the development queue.

ELECTRONICALLY FILED
12/19/2016 5:09 PM

14. Following Mr. Britti’s departure in September of 2009, TURSS also informed Mr.
Ivey they would not build the platform to be compatible with the Helix forms TURSS had
previously approved, and demanded that Mr. Ivey substantially reformat the Helix forms to fit
TURSS’ new, reduced scope platform plan. As a result, Mr. Ivey spent countless hours
reformatting the Helix forms to accommodate TURSS demands, only to have TURSS never
build a platform at all.

15.  In January 2010, Mr. Ivey was advised by Joe Sullivan (“Sullivan”), a TURSS
employee in Product Strategy and Management, that TURSS had written the specifications for

the platform and was working on its design, but it would be June 2010 before the platform would
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be available. Frustrated with the lack of progress and communication from TURSS, in February
of 2010, Mr. Ivey had a face-to-face meeting with various employees of TURSS, including Mr.
Mauseth, Ms. Hillier, and Mr. Sullivan. In the meeting, Mr. Mauseth and Ms. Hillier said, again,
that TransUnion had not yet allocated sufficient resources to complete the platform. Mr.
Mauseth and Ms. Hillier were clear that they did not have authority to make the decision to
perform the Agreement, and expressed that the delay was not their fault, but that their hands
were tied by the TransUnion decision makers in Chicago. Mr. Mauseth and Ms. Hillier again
expressed that TURSS was committed to building the platform and selling the Helix Services,
and agreed to provide better communication regarding TURSS” progress to Mr. Ivey, including
by providing Mr. Ivey with bi-weekly progress updates. As a result of this meeting, Mr. Ivey

proposed and TURSS agreed to amend the Agreement to include the following terms:

&N

29 0

S

2 The 5 year term of the Agreement is extended until the expiration of 5 years from
ﬁ &5 the date TURSS first makes Helix Services generally available for purchase by
S < TURSS’ Subscribers.

The extension of the Agreement will not be construed as an approval by Helix of
unreasonable delays, if any, by TURSS in performance of the Agreement.

ELECTRONICALLY FILED
12/19/2016 5:09 PM

A true and correct copy of the Marketing Agreement Amendment (“Amendment”) is attached
hereto as Exhibit “D.” The Amendment was approved by TURSS management and signed by
TURSS on March 23, 2010.

16. TURSS’ promises to provide better progress communication and bi-weekly
progress reports were quickly broken, and TURSS consistently resumed its previous habit of
failing to contact Mr. Ivey and reluctantly responding to his inquiries. By May 2010, Mr. Ivey
was again instructed by email that the project team was making “steady progress on the
requirements and design implementation for the lease functionality,” and that by the end of May,

TURSS “would provide expected delivery dates for release of the Helix document library into
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the CreditRetriever production platform.” Despite these additional assurances, TURSS
continued to delay the completion of the electronic platform.
17. TURSS continued to delay work on the platform for the Helix Services
_ throughout 2010 and 2011. In the fall of 2010, Mr. Ivey referred a third-party (the “Third
Party”) that was independently developing an electronic platform for the Helix lease forms to
TURSS. The Third Party had completed substantial development of the electronic platform, and
Mr. Ivey hoped that TURSS might contract for the use of the Third Party’s platform and thus
speed its delivery of the Helix Services to the market. TURSS expressed significant interest in
this relationship to both Helix and the Third Pa&y, and subsequently engaged in repeated
communications with the Third Party in this regard through the end of 2014.
18. By January 2012, TURSS still had not made any visible progress on the electronic

platform and was even less frequently communicating to Mr. [vey. As such, in January 2012,

2015-L-007382
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Mr. Ivey requested and held a conference call with Mr. Mauseth and Timothy Martin (*Martin”),

the Group Vice President of U.S. Housing for TransUnion. Mr. Martin was new to TransUnion

ELECTRONICALLY FILED
12/19/2016 5:09 PM

and agreed to review the delays associated with the project. On this call, Mr. Ivey again
expressed his frustration at TURSS’ delays. Mr. Martin reiterated TURSS’ commitment to build
a platform and sell the Helix Services, and stated that TURSS “hoped” to begin work on the
project by summer of 2012, but that it could be delayed until early 2013. Two weceks after the
conference call, Mr. Martin sent Mr. Ivey a letter stating that TURSS had acted in good faith;
had performed and would continue to perform under the Agreement; and believed in the
potential of its relationship with Helix. A true and correct copy of the January 19, 2012 Letter

from Mr. Martin to Mr. Ivey is attached hereto as Exhibit “E.”
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19.  Throughout 2012, 2013, and 2014, Mr. Ivey continued to receive updates from the
Third Party that TURSS was still periodically engaging in discussions and negotiations for
TURSS?’ use of the Third Party’s lease platform to sell the Helix Products. Finally, in the fall of
2014, the Third Party informed Mr. Ivey that it was no longer pursuing a business relationship
with TURSS, due to TURSS’ repeated broken promises, failures to follow up on agreed to
communications, abuse of his time and efforts, and apparent unwillingness to commit to any kind
of partnership.

20.  Upon learning that TURSS was no longer engaged in meaningful dialogue with
the Third Party, in October 2014, Mr. Ivey again contacted TURSS to determine the status of the
platform. Through a series of communications, TURSS was unable to provide any information
regarding the status of building the platform or any assurance that TURSS would be building the

platform. In fact, after reportedly researching the matter, TURSS represented that they could not
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PAGE 9 of 15

locate and were unaware of any contract with Helix, and that they in fact did not even know who

Helix was.

ELECTRONICALLY FILED
12/19/2016 5:09 PM

21.  To date, over six years after signing the Agreement, TURSS continues to refuse

and/or fail to perform the Agreement.
Count One — Breach of Contract

(By Plaintiff Helix Only)

22.  Plaintiff Helix repeats and realleges paragraphs 1 through 21 as if fully set forth
herein.

23. Helix and TURSS entered into the Agreement. Helix performed under the
Agreement by making the Helix Services available to TURSS for purchase by TURSS

customers. TURSS willfully, intentionally, and in bad faith breached the Agreement by failing
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to provide the software platform(s) necessary to make the Helix Services available for purchase
on TURSS websites and commercial management screening platforms by TURSS customers.
As adirect result of TURSS’ willful and intentional breach of contract, Helix has suffered injury.
Count Two — Fraud
(By All Plaintiffs)

24, Plaintiffs repeat and reallege paragraphs 1 through 23 as if fully set forth herein.

25. TURSS and TransUnion repeatedly made false representations of material fact to
Plaintiffs and the Third Party concerning TURSS’ intention to complete the electronic software
platform and market the Helix Services on TURSS’ MySmartMove.com websites and with its
CreditRetriever product. The specific false representations include TURSS’ initial promise to

build the platform made pursuant to the Agreement, which was made in 2009 by both Mike Britt,

8

%é on behalf of TURSS, and by an employee of TransUnion in the Agreement itself. This
<

E‘% representation to build the platform was false when made because when it was made TURSS and
o~

TransUnion did not intend to build the platform and make the Helix Services available. This is

ELECTRONICALLY FILED
12/19/2016 5:09 PM

demonstrated by the fact that TURSS did not even take the first step in trying to build the
platform and that TURSS employees would repeatedly tell Plaintiffs that TURSS was working
on building the platform when TURSS had not even begun building the plaotform.

26. Before Ivey left his previous employer in September 2008, Britti represented that
TURSS would begin working on the platform immediately and anticipated the platform to be
completed by the first quarter of 2009. At the outset of the Agreement in or around February
2009, Britti represented that TURSS expected the platform to be completed no later than June or
July, 2009. On September 15, 2009, Joe Sullivan, a business analyst at TURSS, emailed Ivey

and specifically stated that the “rollout of the Helix content will be around the end of the year

10
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[2009]." In February of 2010, Ivey had a face-to-face meeting with various employees of
TURSS, including Mauseth, Sullivan, and Hillier, and they again expressed that TURSS was
committed to building the platform, selling the Helix Services and that TURSS had already
begun development of the platform. On June 21, 2010, Mauseth emailed Ivey and said that the
rollout of the Helix services was “....looking more toward the end of August [2010].” In
January, 2012, Martin, the Group Vice President of U.S. Housing for TransUnion, represented to
Ivey that TURSS was committed to fulfilling its obligations under the Agreement, which
included building the platform and making the Helix services available. These representations
regarding the building of the platform, including the promise to build the platform, the
statements that TURSS had made progress on building the platform, statements that the platform
was nearly complete were all false. The reality is that TURSS never intended to build the
platform and TURSS never even took the first steps necessary to build the platform. Defendant

made multiple promises to build the platform and represented to Plaintiffs on numerous

2015-L-007382
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occasions that Defendant was close to finishing the platform and making the services available,

ELECTRONICALLY FILED
12/19/2016 5:09 PM

Defendant was never close to finishing the platform and had not even legitimately started the
project. TURSS had even created documents and provided them to Plaintiffs for the purpose of
deceiving Plaintiffs into believing that TURSS had begun working on building the platform
when in reality TURSS had not even completed the very first steps necessary to undertaking the
project of building the platform. TURSS and TransUnion intended to deceive Plaintiffs into
believing TURSS was close to completing building the platform so that TURSS and TransUnion
could have Plaintiffs standing by ready and available to provide the Helix Services to TURSS if
TURSS ever decided to sell the Helix Services. However, neither TransUnion or TURSS ever

told Plaintiffs that this was their strategy; instead TransUnion and TURSS simply continued to

11
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give Plaintiffs false excuses as to why TransUnion and TURSS had not built the platform and
made the Helix Services available when TURSS and TransUnion were not even taking steps to
build the platform and make the Helix Services available.

27, Plaintiffs reasonably relied on those inducements and representations, including
by Mr. Ivey’s leaving his then gainful employment to start, fund, and operate Helix Strategies;
by creating and making the Helix Services available to TURSS; by making Mr. Ivey tell other
potential sellers of Helix services in the industry that Helix would be working with TransUnion,
which severely limited Helix Strategies’ ability to sell its services elsewhere; and by redrafting a
significant portion of the Helix Services upon TURSS® demand that the specifications be
changed.

28. As a direct result of TURSS’ pattern of knowing and deliberate material

misrepresentations, Plaintiffs have suffered injury in that Plaintiffs have lost significant revenue

2015-L-007382
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as a result of the inability to sell the Helix Services and Ivey has lost significant income as a

result of his justified reliance on the representations.

ELECTRONICALLY FILED
12/19/2016 5:09 PM

Count Three — Promissory Estoppel

(By All Plaintiffs)

29. Plaintiffs repeat and reallege paragraphs 1 through 28 as if fully set forth herein.

30. TURSS repeatedly promised and made representations to Plaintiffs that TURSS’
would perform the Agreement and complete the electronic software platform and market the
Helix Services on TURSS’ MySmartMove.com websites and with its CreditRetriever product.
Plaintiffs relied on TURSS’ promises and representations by Mr. Ivey’s leaving his then gainful
employment to start, fund, and operate Helix Strategies; by creating and making the Helix

Services available to TURSS; and by redrafting a significant portion of the Helix Services upon

12
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TURSS’ demand that the specifications be changed. Mr. Ivey’s reliance on the promises and
representations were reasonable, expected, and foreseeable, as TURSS was aware of, and
encouraged, Mr. Ivey’s decision to leave his employment. As a direct and proximate result of
TURSS?’ acts as alleged above, Plaintiffs relied on TURSS’ promises and representations to their
detriment and have been damaged in an amount to be proven at trial.

Damages and Attorneys' Fees

31 Under all causes of action, Plaintiffs seck to recover a minimum of $23 million in
actual damages for the loss of revenues associated with sales of the Helix Services through
TURSS’ MySmartMove.com product, plus actual damages for loss of revenues associated with
sales of the Helix Services through TURSS’ CreditRetriever product, plus actual damages for

loss of revenues associated with sales of the Helix Services through TURSS’ third party

™
o0 —
£ 4y
g = resellers, plus attorneys' fees. As a direct result of the conduct of TURSS, Plaintiffs have been
e
(8]
"sl‘g compelled to retain the undersigned counsel to represent them in this action and have agreed to
S

pay such counsel a reasonable fee for their services. Plaintiffs seek the recovery of their

ELECTRONICALLY FILED
12/19/2016 5:09 PM

reasonable and necessary attorneys' fees through trial and all appeals under the Agreement and
applicable Illinois law.

32 In addition to their actual damages and attorneys' fees, Plaintiffs seek an award of
exemplary damages from TURSS based upon its bad faith breach of contract, fraudulent

conduct, and intentional misrepresentations to Plaintiffs.

13
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Conditions Precedent
33. All conditions precedent to Plaintiffs recovering the relief requested herein have

been performed, occurred, or have been excused.

Prayer
WHEREFORE, PREMISES CONSIDERED, Plaintiffs request that this Court enter

Jjudgment against Defendant TransUnion Rental Screening Solutions, Inc. awarding Plaintiffs the
following relief:

(i) Actual damages in excess of $23,000,000, but in no event less than the minimum
jurisdictional limits of this Court;

(ii) For expenses of the suit incurred herewith;
(ii) Reasonable and necessary attorneys' fees;

(ili)  Exemplary damages in an amount to be determined by the trier of fact;

2015-L-007382
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(iv)  Pre-and post-judgment interest to the maximum rate allowed by law; and

ELECTRONICALLY FILED
12/19/2016 5:09 PM

(v) Such other and further relief, at law and in equity, to which Plaintiffs may show
themselves justly entitled.

Demand For Jury Trial

Plaintiffs hereby demand a trial by jury.

Respectfully submitted,

Plaintiﬂ: oger\fvcy and Hdli tegies, Inc.

\

i y i
BY: - e !
One of Their Atto rnew

'I'
Tt
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COUNSEL FOR ROGER IVEY AND HELIX STRATEGIES, INC.:

Michael L. Zweig

FERRIS, THOMPSON, & ZWEIG, LTD.
1 E. Upper Wacker Drive, #510

Chicago, Illinois 60601

Phone: (866) 602-3000

Fax: (847)263-7771

Email: mz@ftzlaw.com

Jason R. Bendel (admitted pro hac vice)
BENDEL LAW GROUP

11620 Wilshire Blvd., Suite 900

Los Angeles, California 90025

Phone: (310) 362-6110

Fax: (310) 317-7855

Email: jbendel@bendellaw.com
California State Bar No. 212774
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X
MARKETING fGR EMENT
This MARKETING AGREEMENT (the “A greement *) is fumde ind estered inta & of | " "Effects ve [hade”), by and betweent TRANS UNION R ENTAL SCREENING
SOLUTIONS (" TURSS™ with it principal place of business m 5880 5. G v Fleze Blvd, Swite 301, Greenwood Village, CO 80111, and Helix Strwvegies, 1LC (“"Melin™) with its principat

pisce of business at 3247 Blue Grass Court. Castle Rock, (€ R010%,
WIHEREAS, Helix ofiors up to date customueable leasing and propeny management forms in an electroms format (“Forms™), and

WHFRFAS, TURSS. fom time to lime, desires to 0ffer these Forms to TURSS current mid potential custoniens (“Subscriben”™);
NOW, THER EVORE. in considerstion of the forepoing mnd the promises snd mutuaf covenzmts hereinafler set forth, the panties hercto agree & follows:

1. Recitsls. The recitals set forth above are an integral part of this Agreement and are bereby incorporated into this Agreement.

1, Definidons,
“Helin Services® means the provision of Helix's costomirshic clectronic resdential leasing snd property management Forms to Subscribers.

~Subscriber” means & landiond, credit grantor or oher potentis] customers of TURSS who may be irterested in Helix's Forms as end users. for use in their own or their principeh’ own ransactions.
bt nok for fheir resnle.
*Service Ares® meam ibe United Stotes. #ts territories and possess ions.

ihers, TURSS will provide the sofiwsrs plxfom.

Hefly. Helin shall provide Helix Services with contemt snd delivery mechamisms that comply with efi fows. reguistions and judicial sciions, Moreover, Helin shall
TURSS has enmiered mto #s well as those TURSS may enter info after the Effective Dale. With réspest to sny question of mietpretation of any of the foregoing, &
the event TURSS provides to Helix TURSS's interpretation in writing. (hen Helix shall cormply with such Imwe, regulstions, judicial aetions, 4 andior principles in 4 with
guch TURSS interpretsion, Moowithstanding the foregoing. in the eveni complying with mny law, regulation, judicial action or decree would heve 8 malerial negative sffect on Helix's
sbility to provide the Helix Services hereunder, Helix. mary terminste this Agreemen.
5. mitpd Aptwority spd Marketing Meterisl, Nothing in this Agreemen grents to Hetix any right or authorily 1o incur any expense in the name of TURSS nor © sssume or cregic any
obligation or respousiblity, express or implied. for or on behadl of TURSS. nor to bind TURSS in aoy way o manmer whatsocver, All rights in any Trademarks associated with the business of
TURSS, including all goodwill pertaining thereio. thall be wad remein the sobe property of TURSS. “Trademaria® chall be defined ms sl irademurks, trade names, service marks, siogans, logos,
desips, and other similer means of distinction, which ere owned or coutrofled by TURSS. Helix may use and display such Trademarks otily in the mannes zad for the purposes {including, without
lmitation. for purp of p i 'mdeﬁds}uﬂhuiudinmrinsindvmbymkss.lldogﬂydﬂhgﬂulmnofthisam TURSS regerves the right to add to. change. or
diseontinue the use of any Trademark, on 1 selective of genaral basic, o any time. During the durstion of this Agrecment, Helix grants TURSS a non-eaclusive licenss to Helin's trademarka so fong
as the (ise of Helix's trdemarks aro done in effort to promote Helix's Services 1o Customens. Helix shioli not use my Tradomark of TURSS in any comporate, partnership, or business name withou
TURSS s prine writien consent. Should use of TURSSY Tradernarks be authorized by TURSS m set fieth in this Section, upon the term instion oF this Agroement, Helix shall cegse sl further use in
its bost of Trademarks identical or similar 10 TURSS's. Helin chall provid ble quantities of Heltx Service md Product-relsted publicati mad keting materials {including
descriptive broch chnicaj specification ials. and promoticoal mumerials suitnbie for merketing purposes) s TURSS decms appropriste for sctivities o be sonducted by TURSS. A
definttive number of initial copies, 18 determined by mureal agreement of the Parties of such materiaty shall be provided by Helix to TURSS #t no cost. Upon TURSS s request, addit ional copies of
such moterials may be made avaslubie 1o TURSS & Helin's pro rate cost of production. or TURSS may cresie its own materials. Helix Forns may bo sold to end users eod their mehonized sgents
only. and will not be soid lo resellers. However. TURSS may market Helix Forms wsing thind party marketers who sbide by the termy of this Agrecment.

6.  Payment During te tom of this Agreement, TURSS shall receive thinty-five peroent (35%) of 2l enliected revenue (encluding any taxes) gencrated from Subscriders’ purchases of Helix's
Services through TURSS s MySmartMove.com and other “Small Owner” ycreening servioe websites, regardiess if Subseribers utilize any of TURSS s services (e.g. il Subscribers cease (0 use
TURSS services. bud continue to wse Helix's Services. TURSS will still recerve 35% of the revenae). The pasty that receives customer pay shall be d ined by mutos! agr ¥ of Helix
and TURSS, The party receiving payments shall make pay of the other party’s revenue share to the olher parfy on & monthly hasis.

Helixn will have the suthonty Lo determine the sales pricing for the Helix Services, but will re pularly consult with TURSS concoming the same. TURSS will have the right to selt the Helix Services
either separately or “tundied” with TURSS products. 11 soid “bundied” TURSS payment will remain the 2ame & il the Helix Products e soid scparaicly. unless the parties otherwise sgmeto a
different revenoe share. Except for limited promotians! offers agreed upon by ihe paties. TURSS will not advertise nor geliver the Helix Services for “frae™ or no cost.

TURSS may sell the Helix Services to “Large Owner'” TURSS Subscribers st prices snd o revenue shae to be determined by TURSS and Helix. TURSS' rights to revenue share from such sales
will cxist for 30 long &8 xech purchascrs aldo remoin TURSS Subsonbers

. m%mmm&_m&ﬁimmuwwlmw the Effective Dato and lag for five (5) years after the Effictive Dae (Minitial Termn™) end will
Contings on 3 m ly basis after the Initinl Term, unless this. Agreernent is otherwise renswed by written snendment or is otherwiss terminited as provided for herein, * Either panty may terpainstc
this Agreement for the other party's breach of sy nislerial provision of this Agroement: provided the non-breaching parly has provided the party in breach with written actice specifying sach
breach and the party in beeach has failed to care such breach thirty (30) days of receipt of sush notice, unjess such cure period is extended by the writien mutal sgreement of the partics. The
foregoing notwithstanding, without limiting sny other remedics to which TURSS may be entitled TURSS reserves the right to immedistely irminate this Agreement if TURSS. in good fiith,
determines that {1) the mquiremeats of mny low, regularion. jodicial setion or this Agreement, have not been met by Helix; (2) Helix or myy of its officers, members, or executives. conimits, pleads
guilty ot nolo comendero to, or is convicted of, #n 84t or offense fnvalving moral turpi {3 Helix its any willfu! or dishanest act that contd tnjure TURSS fn any materfal respect; andior
{4) Helix stterupls to sssign (without prior written TURSS spgroval, not to be uaremsonably withheld), or subcontract or transfer this Agreement incleding. withowr limitation. any and/or all rghts
and ohiigations of Helix. TURSS shall promptly provide written notification to Helix of such action specifying theroin in repsonable deteil the reason o7 reasons for sveh wrmination. Moreover,
notwithstanding evything in this Agreement 1o the contrary, TURSS reacrves the right to immedistely lerminslc thi Agrecment if TURSS, ip good fxith. determines that @ 2 resuli of changes in
laws, reguiations or judicial sction. TURSS. in good faith believes that the requirements of any law, regulstion or judicial setion will net be met. Either party may immedistely ternioste this
Agreement, pon wriflen notice to the ofher party, if (1) proceedings under banknuptcy or insulvency laws are commended by, of againse, the ofhet party and such procesdings ere aot dintissed
wfthin sixty (60) days of tuch commencement: (2) if the ather purty is ordered or adfudged bankrupt, is piaced in the hands of a receiver (or similar officer) and sush receiver is not discharged
within sixty (60} days. (3] the other party makes an assignment for the benefht of creditors, o otherwise enters imo amy scheme or composition with it creditors; (4) substaniially ali of the other
paly's assets aro seized or attached i conjunction with any sction against it by any thitd party: (5} the other party is dissolved or sesks to lemtingte or otharwise coase its business operations and
Affuirs. Temination of the Ag does not ceane the Helix's payment requirements under Section D of this A greament.

B Represesiations and Warren ix mprescris and waerants: (1) that it has \he cxpenience and ability to perform the Helin Services for TURSS Subscribers and services for TURSS st
forth in thiv Agreement; (2) 1hat it will perform the xervices in » profsyions) and competimt manner; {3) that st has the pawer 1o enter into snd perform this Agreement; and (4) thet Helix Services
Mﬂwﬂlw&wmmﬁmwym!,mmmua&éﬂlmu lations. Helix rep and that it i under no ohligation or restriction, nor will il
assume #ny such obligetion of restriction (hat docs or would present a conflict of interext. concerning the services o be provided by Helix under thii Agreoment. Heliz agrees tha if, afier excoution
of this Ay it o 2 conflicn of interert with rempedt 1o this Agroement, it shall make mn inmmediste discioaure in writing to TURSS, which shall include @ description of the ecion which
Heltx hes taken or proposes 1o take 10 avoid or mitigate such conflict, Denng the term of this Agrezment and for twelve {12) montha after this Agreement js lerminsed, Helix shall non, cither as part
of, or otherwise in pssocistion wilh 8 third party. or otherwisc dircatly of indirectty own. operate. be an Company for or principsl of. nor muguire or hive ey interest in. as on owner, panner. joint
venturer, shareholder, member or otberwise, any thind pasty mcluding, without limiation, sy third party edtity or thind parly businsss tnierprise which is or may be in competition with TURSS in
the provision of services similar to TURSS” scrvices int the Scrvice Arca. Helix reprosents and warrants thal eadh principal and cach employee it selects to perform services for TURSS pursuant to
this Agrecment is or will be bound (prior tn rendering any such services) by an appropriate writien xgresment sufficient to ensure complimee with the provisipns of this Agregment.

Nothing in this Agreement shall prevent Helix from independently markening and seiling its products 10 and through any asd all third parties, incloding, without limitstion, to TURSS' Subscribers
snd competitors, without obfigmion to TURSS, execpt that Hclix ahell not in any way; 1) denigrale, dimfnish o adversely comment on the reputaion of desimbilily of TUKSS' services: 73
adverscly compare TURSS® services with those of s competitors: 1) knowiagly and directly interfere with any Subscriber's or potentisl Subseriber's relationshipy or polemial relsionship with
TURSS. Helix will oot independently market 16 third paties 10 whom TURSS is sctively markeling and of whom TURSS has given Helia prior written notice. Nething in this Agrecment shall
prevent Helix Bo_m sclling all o¢ any part of ins businss to any party, exoopt thal, during the torms of this Agreereol, Helix will not make such a sale 10 3 thirg party competitor of TUKSS in the
provizion of serviees simila 10 TURSS' services in the Service Ama. Forpurposes of this Section, "TURSS ™ scrvioea™ shall not inchude servicea similar i the Melix Services),

§.  Coafidentlality, From time to time TURSS may provide business end technical information, whick TURSS considers confidential of proprictary (“Confidentiat Information™), to Helix in
connection with the services to be performed under (his Agreement. Mereaver, without limiting the foregoing. alf norpublic informats regardiog names sad addresses of any Subscribers, auu:m

MilegalicontractiHelbdmarketing Helix 10-30-06
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" invoices, raining and educatfonal manuals, and Subscriber feads developed by TURSS. memoranda, notes, reconds, drawings, manuals, disks, or other docuntents and media pertaining to TURSS's

business o dutics under this Agreement, in whaever form and including all copies, extracts, summaries, and anilyses thereof, shall slso be deomed Confidential Information, Helix shall hold in
confidence and shall not publish, disseminate, disclose or otherwise use any Confidential information it receives from TURSS, eacept solely for purposes of, and solely 10 (he cxlent Decessary to,
- petform undar this Agreement, &ulgecl t0 the Section below, the. obligations of confidentiality set forth in this Section thall not wp!y!o information: {2) which Helix can demonstrate, by its wrinen
records, was aiready in the possession of Helix prior to the first.date of disclosure by TURSS or any such mher source: (b) which Helix possesses or scquires independently of Helix's sctivitics or
duties under this Agreemeat: (c) which.is now or becomes publicly krown through mo fault of Elelix; (d) which lelix dgbtfully receives from third parfies {including. without limitation. from
purchasers.of Helix Services who are 2lso TURSS Subseribers thit are net under similar obligation): {¢) which by TURSS's writien authorization is approved for usc oF release by Helix; or (0
which is required by 1aw (¢.g. &0 order of a court or data request from an administrative or governmental agency wiih.comipetent jurisdiction) to-be disclosed: provided however, that Helix shall use
best commercial. effarts to provide TURSS ten (100 days' prior written notice befare.the disclosure of such information pursuant (o this subclause (f). Any porfion of such Ceafidential Information
that is specific {i.c.. business practices, datsbase mamagemeni fechniques, etc.) shall not be within the foregoing exceptions to such obligations of confidentiality merely because such informstion is
cnibraced by peneral disclosures that are within such excoptions. M - the foregoing exceptions to-such obligations of confidentiality-shall not apply to o combination of features found in such

. Confidenual TAformetion unless that combinstion dnd ot jm the individua! feahires are within such exceplions. In the event thal Helix shall' have Icmwledge of any breach of the confidentiality of,

-or the misapipropriation of, any Confideatial Information. Helix.shall promptly. give notice thereafta TURSS. Notwithstanding that Customer may. feccive, from TURSS, Confidesiial [nformation
via eleetroniic technology now know o hereafter developed including. but not limited to, the. Internet, in no event slml Helix, transmit any. Cmﬁuemh{ Infofmation via elecironic technology,

dlcss of whether such tra iom vehicls & secured. non-seured, mctypted. or non-enerypted) now known or hertafler developed including, but not limited to, the [ntérnel, without the
pnor written content 6f TURSS. In the evert TURSS provides such consent, in addition to any other roquirements mandsted by TURSS, any electronic distribution of Confidential Information via
2 mode ofher than 8 sequre private network (c.g.. distribution via:the Intemet, sstellite.or other wireless. technology, ete.), shall only'be made using-the strangsst encryption technoloity | gencrally
svailable and widely used x(-the time of such {ransmission (2 the time of this Agrecment’s exccution, such technology is at least one bundred iwenty-eight (128) bit encryption). This A grcement
including. without limilstion, all Exhibits attached hereto, shall be deemed Confidentisl Information and Helix shall mol disclose the cnntents of this Agreement- withaut llge prin: written consent of
TURSS. provided, bowever, that Helia may disclosc the fact of pereral exi -of this Agr In the ¢venl of a breach of the &ft d obligati TURSS shall be

] entitled to seel eiquitable reliefto prolest its interests, including but not ‘fimited 1o preliminary ind permanent injunctive reliel, a: WEll as mmﬂarydmsts Nuﬂms stated Paemn will be construed

1o limit any ofher remedies. svailable to TURSS. Upon TURSS's written requést or upon inati uf'llusﬂ h occurs first, in addition to the inforfnation required to be
suumllud o TURSS hereunder, Helix shall sither retum all other Confidemtiel Information :prowdr.'d to Helia by TURSS under-this Agreement, along with all copies thereoll to TURSS o,
TURSS's sole-option, provide a written certification, signed by am officer of Helix. that all such other Confidential Information has been déstroyed. All obligations of comfidentiality set Forth herein
shall survive shy sich destruction of tangible Confidential Tnformstion as well as the return of tangible Confidentis] tnformation ta TURSS.

10. [ndemmification, Helix bereby indemnifics, saves and holds TURSS harmiess for and against any and all claims, demands, and actions, of eny kind. including any and all cxpenses.

- stomeys’ fees (except as specifically provided for below in this Seclion), costs, setilements, judgments or awards incurred by TURSS, to the extent such laims, demands and/or actins arise from

the Helix's (including, without limitation, Helix's employees) nogligence or intentional wrongful conduct, andvor violation.of any 1av, regulation or judicial action, under this Agreement; provided
that TURSS provides writien notice of such claim, demand ind/cr action 1o Melix within a reasongble time afier TURSS acquires sctud knowledge of such claim, demend or ation. The defense

- against any such claim, deinand and/or sction shall be conducied and comindlled by the Helix, at its own expense, bul TURSS may have counsel present at the TURSS'S expense and shall be

permitted o participte in the defense of the claim. demand mdier action and aii relsted seftizment negotistions. No setilement of any such matter, other thar 2 solely monelary seitlement ertered

. into within the scope and extent of Helix's indemnification obli gations hercunder, whesme TUESS is aparty to the uiam ot & defendant, shall be made without the written approval of the TURSS.

_ TURSS shall, to the extent precticabla, provide Hetix with all bly g and authority to perform the ehove; Thie foregoing notwithstanding, Helix's obligations

* under this Section shall not apply solely to ihe extent such claims, demands, Wor sctions result solely from Helix'’s aria eoraplim with TURSS'S interpiretition of lavws, regulaticns, judicial

actions and/or co o # such mierpretation has been speci fically commimicated to elix by TURSS in writing. md neither party. shall be obligited for the other party’s in-house counsel
cosis in Ey event..

1. Limitation of Liabiity. IN NO EVENT SHALL E[THER PARTY BE LIABLE FOR ANY CONSEQUENTIAL, INCIDENTAL, INDIRECT, SPECIAL, OR PUNITIVE
DAMAGES INCURRED BY THE OTHER PARTY AND ARISING OUT OF THE PERFORMANCE OF THIS AGREEMENT INCLUDING, l!.l'f‘ NOT LIMITED. TO, LOSS OF
GOOD. WILL AND LOST PROFITS OR REVENUE, WHETHER OR NOTSUCH LDSS OR DAMAGE IS BASEB N CON’E'RACT' WARRANTY TORT, NEGLIGENCE, STRICT
LIABILITY, INDEMNITY, OR OTHERWISE, EVEN IF A PARTY HAS BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES: THESE LIMITATIONS SHALL APPLY
NOTWITHSTANDING ANY FAILURE OF ESSENTIAL PURPOSE OF ANY LIMITED REMEDY, THE FOREGOING NOTWITHSTANDING, WITH RESPECT TO HELIX, IN
NQ EVENT SHALL THE AFORESTATED LIMITATIONS OF LIABILITY, SET FORTH ABOVE, APPLY TO: (A) ANY PENALTIES; FINES, OR SIMILAR MONETARY
DAMAGES INCURRED BY TURSS ITS PARENT AND/OR AFFILIATES AND RESULTING FROM GOVERNMENTAL REGULATORY OR JUDIGCIAL ACTION(S)
PERTAINING TO VIOLATIONS LAWS, REGULATIONS AND/OR JUDICIAL ACTIONS TO THE EXTENT SUCH DAMAGES RESULT FROM. HELIX'S (INCLUDING,
WITHOUT LIMITATION, HELIX'S EMPLOYEES') BREACH OF TS OBLIGATIONS UNDER THIS AGREEMENT -AND/OR FROM HELIX'S (I.\K:umwc ‘M‘I‘HOUT
LIMITATION, HELIX'S EMPLOYEES') NEGLIGENCE OR INTENTIONAL CONDUCT. TURSS SHALL NOT BE LIABLE FOR ANY AND ALL CLAIMS ARISING OUT OF
OR IN CONNECTION WITH THIS AGREEMENT BROUGHT MORE THAN TWELVE (12) MONTHS AFTER THE CNUSE OF ACTION HAS ACCRUED, EXCEPT AS
OTHERWISE SET FORTH ABOVE, THE PARTIES' (TOGETHER WITH THEIR RESPECTIVE PARENTS' AND AFFILIATES') TOTAL LIABILITY UNDER THIS
AGREEMENT SHALL NOT EXCEED THE AGGREGATE AMOUNT OF TURSS' REVENUE SHARE PAID BY HELIX, UNDER THIS AGREEMENT, DURING THE TWELVE
MONTH (12) MONTH PERIOD IMMEDIATELY PRECEDING SUCH CLAIM. THE FOREGOING LIMITATIONS OF LIABILITY SHALL NOT APPLY IN THE EVENT AND
TO THE EXTENT A PARTY iS HARMED BY THE WILLFUL OR INTENTIONAL. WRONGDOING OF THE OTHER PARTY.

A2, Notice pnd Notice Addresges, All required notices snd other required communication, from one party to the other under thix' Agreemeént, shall be in writing and seat to the addresses set forth
‘below. Any such notice or alher communicafion shall be sufficiently given it (1) delivered persomally 1o the:sddess, referéd to below, of the party to whom notice is to be given: or (2) sent by
pre-paid first cluss mail. certified mail, registered mail or by nationally-recognized private express courier, £ the address, referred [0 below, of the party.to whom notice is 1o be given,

TransUnion LLC With acopy tor  “TransUnion LLC Helix: Helix Strategies, LLC

555 West-Adarns 555 West Adams £.0. Box 925

Chicago. IL 60661 Chicago IL 60661 Castle Rock, CO 80104

Attn; GVR TURSS Attn: VP & General Counsel, SIS Attn: Roger Ivay, President end CEOQ

1. Governing Law. This Agreement shall be governed by and constried in sccordance with the laws of the State of Winais regardiess of the laws that might otherwise govern under 2pplicable
Iitinois principles of conflicts of s, Amy and all actions broght under this Agrecment will be brought in-the-state or federal courts in Cook County, Hlinofs. The prevailing party will be entitled
to recover reasonable sitomeys’ fess and other sctual and ressonsble costs incurred in enforcing this Agreement.

14.  Constructlon aivd Severabillity, The partles sgree thist in th intespretation, construction, and snforcoment of the terms &nd conditions of 1his, Agreement, there shall not be epplicd against
:mnrpmrtlwnomalnﬂeofwmtanﬂlalvmmmhmummmichmmﬁmhdnmagpmy Al refi 5 in (His Agreement 16 the singular shall include. the phural
where applicable. Tilles and headings to scctions of | pmymha im ihis Agresment are inserted for only.and.are ot mlcmlgd to affeet thie interpretation or construction:of
this Agreement. [ any term or provision of this Agreemenit is Neld by a court of competent: jurisdiction ta be ilwulw.. woid, or unenforceable, the rerainder of the proviglons shall remain. in: Aill
foroe and effect and shall in no way be-affected. impaired or invalidated.

1. Force Mgleuve Any delay. omission or failurc of performance by either prrty hereto under this Agreement shall aol constitufe default hereunder ar give rise to any claim for broach of
‘contract if, and to'the extent, such delay, omission or failure ik eaiised by or-arises by rcason of Force Majéure, Foree Majeure shall mean beyond the reasonable control of the party
affected. ineluding acts 6f God: strikes. boycotts or-olbér oancerted siss of workmen: failure of uilities; taws, regulations or olher orders of public suthoritics; military action, state of war or cther
national emergency; fi fire or flood which, by the exciciso of reasdnable diligence, the delayed party i unable to prevent or provide: against. The party affecled by eny Force Mojeure event or
accumence shial] give the other party writtén notiocof said event or oecurrence within ten (10) days ofsuch evenl or occurrence.

16. Endre Agreemieny, THIS AGREEMENT CONSTITUTES THE ENTIRE AGREEMENT BETWEEN THF PARTIES HERETO AND SUPERSEDES ALL PREVIOUS

:g:ggsrwmm gxngnu?agn:rz;_\mg. m“ﬁ'fé,“&";s“ﬁé' 0': WRITTEN, EXPRESS OR TMPLIED, WITH RESPECT TO THE SURIECT MATTER OF THIS
EEMENT MAY NOT BE ALTERED, AMENDED, OR MODIFTED EXCEFT BY WRITTEN

SIGNED BY THE DULY AUTHORIZED REPRESENTATIVES OF BOTH PARTIES. s NSTRUMENT,

M:UegalicontractiHeliximarketing Helix 10-30:06
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IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, LAW DIVISION

ROGER IVEY and HELIX
STRATEGIES, LLC,
Plaintiffs,
Case No. 15 L. 7382
V.
Calendar U
TRANSUNION RENTAL SCREENING
SOLUTIONS, INC., Judge Brigid Mary McGrath
Defendant.
ORDER

This matter coming to be heard for ruling on Defendants’ Motion for Summary Judgment,
the parties having appeared, due notice having been given, and the Court having been fully advised
in the premises, IT [S HEREBY ORDERED:

0
_DC’FEQM’S ﬂ/]omm ot Summ { Mdmery .«{ ///g‘) |
qw@ A'S’IDCOUMTSJ— _JJ“"7 / SN*FD WITHOIT

NTER 735 1LCS ;~6r5 w (TH LEveE T ’f\&"t’) N 0&3/
E';RE DggéMB‘ﬂ« '0’, 2016, _ /4/”( DED Compb‘hwfs Du(%

[5¢ o ML %z ML STHVS ¢
3. DI beWﬁ[ (5 1 sf':égoRf:)gmfs:\])’/L Janvaty 20,2017

Sty 17,20, oty TS © Py

Honorable Brigid Mary McGrath
Order Prepared By:

/R P
Christopher T. Sheean v e ﬁ A & ;

SWANSON, MARTIN & BELL LLP al a2 P

330 N. Wabash Ave., Suite 3300 NITERED
Chicago, IL 60611 Jiag BRIGID §ARY KotRaTH« 1000
(312) 321-9100 |
Fax: (312) 321-0990 - HEY H?ﬁ
Firm LD. No. 29558 .

“E"é‘p"&‘é‘f %ﬁﬁW F""'“”

DEPUTY CLERK _ )
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Eﬁn@&uﬂu%_w _[')‘C @Wjﬁ’? .
115 HeBy Or ) Vo £E5 935”1“-“'*

M 1o t‘COMS)Qﬂ 5 b 7&\/!({9 Rr "M@%&?au}' )
ETm D v T Aecorf)) MDO fﬁuawé N ?{‘F%w'%wrs

Mumod T 1 ) emy JLS Gommane) Wﬂ(ﬁ»lm’ff v /EWZ? 7-))7

AT 10700 A 1w Rovn 19077 ons
Atty. Nou: 635,5_& 0 @D

Name: QWMSM /V\th KSH\""FN) * ENTERED:
Atty. for: s -
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o, [SL. 73 5‘1 |

JUBGE BRIGID MARY H&Gﬂﬂﬂgﬁﬂ 4.

_ APR ~% Zﬂi?
POROTHY BROWN, CLERK OF THE CIRCUIT COURT OF COOK] GLEHI a%?’?é’ﬁ%?"‘?&”’m
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ROGL‘R ve’t/ Q}@Q
Plaiaitts,
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gbLOT'OI\JS I}\](‘ 72;_‘@“3)0%

ORDER

/T/" s To_Be He2 ) cw Ptﬂnmﬂ“:?
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Qrder ERev. 02/24/ 02! CCG N00Z
IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS S
.r’f R
:":] i J., -E..; P‘
sy L

Uewne SﬂQMEQ}E‘i LLe

T (
(a0 5& Jvj @i Bgm E é‘,ze_ﬁmg, S)(:ng ,

A v

No. 1@ L— L—?)Lf.z/g

ORDER

T MameR Com 1o BE HEAD o o Deszadaer> Mavas!/

FO@SUMW/T@MéMT’, e Noriee Wi Besy Giuedd,
THe Pheres et A PResenTiiG MRUmGIT, AND T
CO\)GCT_ Bana SRPLL}/ AOPRIGEIN 10 THE %’Gymgf‘—j{ ’I;T—)S«
ﬁfﬂéﬁ/ RO T . .
DE%@MT s5 ﬂ/] oA o SVMW TM;’?@T‘W

W%w&—@wﬂ 15 GRAVTD. o2z

Fadge Michael F. Otto

Attorney No.: 5 FEB ...5 m
Name: —HRA s out (ﬁ SHecan ENTERED:

Circuit Conrt — 2065
Atty. for: AN '
Address: 330 ol WEDTH, 552200 Dated:
City/Suace/Zip: {LBAACY ) L & 4et %
Telephone: (?{2')-2/% (? 5 ﬁ

e

Judge Judge’s No.

DOROTHY BROWN, CLERK OF THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
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IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, LAW DIVISION

ROGER IVEY and HELIX STRATEGIES,

LLC, :
Plaintiffs,
_ . Case No. 18 L. 13423
V. _ (Previously Case No: 15 1L 7382)
Calendar U
TRANSUNION RENTAL SCREENING
SOLUTIONS, INC., ' | Judge Michael F. Otto
| Defendant.
ORDER

This matter coming to be heard for argument and ruling on Plaintiff’s Motion for ‘
Reconsideration and Defendant’s Motion for Entry of Final Judgment, the partics having e

appeared and argued, due notice having been given, and the Court having been fully advised in the 7
premises, [T IS HEREBY ORDERED:

For the reasons stated on the record in open court, el

o >
 Plaintiff’s Motion for Reconsideration of the Court’s February 5, 2020 Order Granting

Summary Judgment is DENIED. e

Defendant’s Motion for Entry of Final Judgment is GRANTED.

This order disposes of all matters before the Court, and the case is closed. 8 : 3q

IT IS SO ORDERED.
Order Prepared By:
Christopher T. Sheean
SWANSON, MARTIN & BELL LLP
330 N. Wabash Ave., Suite 3300
Chicago, IL 60611
(312) 321-9100
Fax: (312} 321-0990 Judge Michael F: Otto
Firm L.D. No. 29558 po g s
JUL 23 2028
Circuit Court - 2065
A-38
C 2898 V2
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2021 IL App (1st) 200894
No. 1-20-0894
Opinion filed October 18, 2021
First Division

IN THE
APPELLATE COURT OF ILLINOIS
FIRST DISTRICT
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PRESIDING JUSTICE HYMAN delivered the judgment of the court, with opinion.
Justice Coghlan concurred in the judgment and opinion.
Justice Walker dissented, with opinion.

OPINION

q1 Roger Ivey formed Helix Strategies, LLC, (Helix) to create and sell customizable lease
forms, a product, according to Ivey, unavailable in the rental market. Defendant Transunion Rental
Screening Solutions (TURSS) entered into a nonexclusive marketing agreement with Ivey to build
a platform to sell the leases on its website. After delays of nearly five years, TURSS decided not
to build the platform or sell Helix’s leases. Ivey and Helix sued TURSS, alleging breach of

contract, fraud, and promissory estoppel and seeking over $23 million damages. The trial court
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dismissed the fraud claim with prejudice, finding Helix could not establish (i) the elements of
promissory fraud, including TURSS’s intent to defraud; (ii) Helix’s reasonable reliance; or (iii)
proximate causation. The trial court also granted summary judgment for TURSS on the breach of
contract claim, finding Helix’s damages as too speculative.

92  After the trial court denied Helix’s motion to reconsider and granted TURSS’s motion for
a final judgment, Helix appealed, arguing the trial court erred in (i) granting summary judgment
on the breach of contract claim due to the speculative nature of the damages, (ii) denying nominal
damages and attorney’s fees, and (iii) dismissing the fraud claim.

93 We affirm. The trial court did not err in finding Helix’s damages were too speculative as,
under the new business rule, Helix could not present evidence estimating actual sales of its new,
customizable leases. The trial court also did not err in declining to proceed to trial on nominal
damages or in denying Helix’s request for attorney’s fees. Further, the trial court correctly
dismissed the fraud claim where Helix failed to present facts showing TURSS acted with the intent
to defraud.

14 Background

95 Helix is a Colorado limited liability company formed to provide residential property
management lease forms and related services to landlords and other property management
companies. Ivey serves as its president and chief executive officer. TURSS is a Delaware
corporation with offices in Illinois and a subsidiary of the credit reporting agency Transunion,
LLC. TURSS provides consumer credit and background screening services to property
management companies and landlords. TURSS developed two Internet platforms to offer its
screening services: MySmartMove.com, a website directed at small portfolio landlords, and

CreditRetriever, directed to larger, professional commercial customers.

-0
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16 In 2007, Ivey worked as the assistant vice president and property operations counsel of
UDR, Inc., a publicly-traded real estate investment trust. At the time, only one meaningful
electronic lease product for landlords existed: a “one size fits all” lease the National Apartment
Association (NAA) made available to its dues-paying members. Recognizing a need, Ivey met
with Michael Britti, vice president of TURSS, to discuss the possibility of TURSS building an
online platform to sell a customizable, electronic lease form that Ivey would create. In September
2008, Ivey left UDR to form Helix, purportedly based on assurances from Britti that TURSS would
build the online platform no later than mid-2009.
917 The Marketing Agreement
918 In March 2009, Helix and TURSS entered into a five-year marketing agreement that
required TURSS to build an online platform for Helix’s lease documents. TURSS would receive
35% of “all collected revenue (excluding any taxes) generated” from the sale of Helix’s leases,
and Helix would receive 65%.
99 The marketing agreement created no obligations of exclusivity, stating: “Nothing in this
Agreement shall prevent Helix from independently marketing and selling its products to and
through any and all third parties, including, without limitation, to TURSS’ Subscribers and
competitors, without obligation to TURSSJ.]” Also, TURSS could partner with other vendors to
provide similar forms to TURSS customers. The marketing agreement included this specific
limitation of liability:
“In no event shall either party be liable for any consequential, incidental, indirect, special,
or punitive damages incurred by the other party and arising out of the performance of this
agreement including, but not limited to, loss of goodwill and lost profits or revenue,

whether or not such loss or damage is based in contract, warranty, tort, negligence, strict

-3

A-42

SUBMITTED - 17343961 - Jason Bendel - 4/1/2022 11:22 PM



127903

No. 1-20-0894

liability, indemnity or otherwise, even if a party has been advised of the possibility of such
damages. These limitations shall apply notwithstanding any failure of essential purpose of
any limited remedy ***. TURSS shall not be liable for any and all claims arising out of or
in connection with this agreement brought more than twelve (12) months after the cause of
action has accrued. Except as otherwise set forth above, the parties’ (together with their
respective parents’ and affiliates’) total liability under this agreement shall not exceed the
aggregate amount of TURSS’ revenue share paid by Helix, under this agreement, during
the twelve month (12) month [sic] period immediately preceding such claim. The foregoing
limitations of liability shall not apply in the event and to the extent a party is harmed by
the willful or intentional, wrongdoing of the other party.” (Emphasis omitted).

910 Project Delays

911 Despite TURSS’s repeated assurances that a platform for Helix’s leases was in

development, the project experienced extensive delays until shelved in 2014.

912 In August 2009, Britti left TURSS. His replacement, Mike Mauseth, regularly spoke with

Ivey about TURSS’s progress on the electronic platform. In September 2009, a TURSS business

analyst told Ivey that TURSS would complete the platform by year’s end. It did not.

913 In February 2010, Mauseth and other TURSS employees told Ivey that TURSS had not yet

“allocated sufficient resources to complete the platform,” but “was committed to building the

platform and selling Helix services[.]” TURSS later asserted, falsely Ivey contends, that the delays

occurred because TURSS had to devote considerable time and resources to rebuilding its

CreditRetriever and MySmartMove platforms due to stability problems.

914 In March 2010, TURSS agreed to amend the marketing agreement, extending it another

five years from the date TURSS would offer the Helix lease documents for sale. The amendment

-4 -
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added that TURSS anticipates that “the software platform(s) provided for in the Agreement and
the Helix Services will be made available for purchase by TURSS’ Subscribers approximately in
June 2010 (without making any specific guarantee regarding this date).” It also stated, “The
extension of the Agreement will not be construed as an approval by Helix of unreasonable delays,
if any, by TURSS in performance of the Agreement.”

915 Ivey made numerous inquiries with TURSS in 2010 and 2011. Delays continued. Helix,
meanwhile, worked on developing its product and marketing it to other companies. Helix entered
into agreements with two other companies but made no sales.

916 On January 5, 2012, Ivey spoke with Mauseth and Timothy Martin from TURSS. Both
reiterated TURSS’s commitment but advised of delays into 2013. A few weeks later, Martin sent
Ivey a follow-up letter, explaining that he had reviewed the marketing agreement and discussed
the project with the TURSS team. “Based on that review,” Martin wrote, “I am confident that
TURSS is complying with its contractual obligations and acting in good faith and, to date, has
spent significant time” developing the software platform, which continued to “be in the TURSS
development queue, though other priorities, including system stability, have taken precedence.
This extended timeframe has been reasonable. A system that includes forms but is not stable is not
in anyone’s interest.”

917  After more delays, Ivey contacted TURSS in October 2014. The employees he reached
knew nothing about the marketing agreement and, in an email exchange, stated, “no one is left at
TURSS who was involved in the Helix project.”

918 C. Procedural History

919  On July 20, 2015, Helix and Ivey filed a four-count complaint against TURSS. Count I,

brought by Helix, alleged “willful and intentional’’ breach of contract. Counts II, III, and IV,
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brought by Ivey and Helix, alleged, respectively, fraud, negligent misrepresentation, and
promissory estoppel. TURSS filed a motion for summary judgment on all counts. After a hearing,
the trial court granted summary judgment for TURSS as to counts I, III, and IV. The court found,
relevant here, that the “exception to the limitations period for willful or intentional wrongdoing
doesn’t apply to breach-of-contract actions,” adding that, “the one-year limitations contained in
paragraph 11 of the contract dooms the action for breach of contract” because based “on the
evidence before the court, there is no genuine issue of material fact that, according to plaintift’s
allegations, this cause of action for breach of contract accrued well before the one year Helix filed
its complaint.”

920 The court found count II, alleging fraud, inadequate as a matter of law because it did not
specifically identify the facts underlying the claims. But rather than granting TURSS’s motion for
summary judgment, the trial court sua sponte struck the fraud claim and allowed Helix leave to
replead. As to negligent misrepresentation, the trial court barred the claim under the Moorman
doctrine. Finally, on promissory estoppel, the court ruled the claim “firmly rooted in contract law
and isn’t willful or intentional as those terms are used under Illinois law.”

921 Helix filed a motion to reconsider the entry of summary judgment on their claims for breach
of contract and promissory estoppel. While the motion to reconsider was pending, Helix filed a
three-count, first amended complaint alleging breach of contract (count I), fraud (count II), and
promissory estoppel (count III). But Helix did not replead the claims for breach of contract and
promissory estoppel to preserve those issues for review.

922 TURSS filed a combined motion to dismiss under section 2-619.1 of the Code of Civil

Procedure. 735 ILCS 5/2-619.1 (West 2020). TURSS argued that the fraud claim remained legally
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and factually deficient under section 2-615 (id. § 2-615) and asked the trial court to dismiss all of
the counts under section 2-619(a)(9) (id. § 2-619(a)(9)) as time-barred and for lack of damages.
923  After briefing and argument on both motions, the trial court granted Helix’s motion to
reconsider, in part, but proceeded to dismiss all claims in the amended complaint with prejudice.
Specifically, the trial court concluded that although a genuine issue of material fact existed
regarding whether Helix filed the claims within one year of learning of the alleged breach of
contract, Helix had failed to identify recoverable damages. The court explained, “this breach of
contract action, I believe, still falls squarely within the ambit of the limitations of liability provision
in the contract, damages limitations and all, so compensatory damages are barred, and any damages
recoverable—or the only damages recoverable are the aggregate amount of TURSS’ revenue share
paid by Helix under the contract during the 12-month period immediately preceding such claim.
In that case, that would be zero. So[,] the breach of contract action is still doomed[.]”

924 In dismissing the fraud count under section 2-619, the trial court stated the complaint and
the exhibits refute the promissory fraud theory that the defendant had no intent to honor its contract
from the onset and undermines other elements of fraud, including reasonable reliance and
proximate cause.

925 Helix appealed. Another panel of this court dismissed the appeal without reaching the
merits, finding that the order had not definitively disposed of all claims, and included no grounds
for an appeal under Illinois Supreme Court Rule 304(a) (eff. Mar. 8, 2016). Ivey v. Transunion
Rental Screening Solutions, Inc., 2018 IL App (1st) 171592-U.

926 Onremand, TURSS moved for final judgment. Simultaneously, Ivey filed a motion asking
the trial court to reconsider its ruling on Helix’s breach of contract claim and Ivey’s promissory

estoppel claim based on the holding in Home Healthcare of Illinois, Inc. v. Jesk, 2017 IL App (1st)
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162482, issued during the appeal. The Jesk court found that parties were free to agree to exclude
willful misconduct or gross negligence from the scope of a limitation of liability provision. /d.
9 45. Relying on Jesk, Helix argued they could avoid the limitation on liability provision by
proving TURSS committed willful or intentional wrongdoing.

927 The trial court denied TURSS’s motion for final judgment and granted Helix’s motion to
reconsider on Helix’s breach of contract claim, leaving open the issue of whether Helix could state
a claim for damages. But the trial court denied the motion to reconsider the promissory estoppel
claim and dismissed it with prejudice.

928 The case then proceeded on Helix’s sole remaining breach of contract claim with Ivey
removed as a plaintiff. On September 6, 2019, TURSS moved for summary judgment on Helix’s
breach of contract claim, arguing Helix did not sufficiently prove actual damages. In addition,
TURSS contended, in part, that Helix’s alleged contract damages, consisting solely of purported
lost profits, were too speculative under Illinois’s “new business rule.”

929 Insupport of its argument of lost profit damages, Helix submitted reports from two experts,
Paul Jay Cohen and Dr. Stan V. Smith. Cohen concluded, “if TURSS had performed in accordance
with the parties’” Marketing Agreement,” Helix would have made over $102,936,075 over five
years. Smith looked at market data and the NAA’s annual revenue from its National Lease
Programs to issue a report concluding Helix’s total lost revenue during the five-year contract was
$42,949,247, and $120,530,266 to $145,586,153 during the 10 years immediately after the parties
entered into the nonexclusive contract. Helix also cited Milex Products, Inc. v. Alra Laboratories,
Inc., 237 111. App. 3d 177 (1992), which permitted a plaintiff new to the generic drug business to
recover lost profits based on expert testimony detailing actual sales of the generic drug in the

marketplace, which “was based upon fact, not speculation.” /d. at 192
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930 After argument, the trial court granted summary judgment for TURSS, stating:

“The Milex case is clearly distinguishable to me. The leases here are—the leases
that Helix sought to market were designed from the outset to be different than the NAA—
different from the NAA leases on which the experts sought to base their calculations of
the profits Helix may have lost.

I just believe that the expert projections were too speculative under the New
Business Rule to allow to go to a jury. I’ll note as well that Milex is somewhat sui generis.
It’s perfectly understandable why the plaintiffs relied on it. It’s the best case for them by
far. But what was going on there, the generic drugs by my reading of the case, the Appellate
Court allowed it because the products were identical, and they found that the sales from
these other two companies were sufficient to establish a rational basis for calculations of
the lost profit.”

931 Helix filed a motion to reconsider; TURSS filed a motion for entry of final judgment. Helix
opposed the motion, asserting it should recover nominal and out-of-pocket damages as well as
attorney’s fees. TURSS argued that no Illinois court has allowed a case to proceed to trial on the
possibility of recovering nominal damages.

932  After briefing and argument, the trial court denied Helix’s motion to reconsider and granted
TURSS’s motion for a final judgment. The trial court entered a written order disposing of all

matters, closing the case.

933 Analysis
934 Standards of Review
9.
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35 We review a trial court’s grant of summary judgment de novo. Argonaut Midwest
Insurance Co. v. Morales, 2014 IL App (1st) 130745, q 14. For summary judgment, the movant
must show (i) no triable issue of material fact exists and (ii) entitlement to judgment as a matter of
law. 735 ILCS 5/2-1005(c) (West 2020). Genuine issues of material fact involve disputed material
facts or, if undisputed, that reasonable persons might draw different inferences from those facts.
Id. This court may affirm a trial court’s grant of summary judgment on any basis appearing in the
record regardless of the trial court’s reasoning. Harlin v. Sears Roebuck & Co., 369 Ill. App. 3d
27,31-32 (20006).

936 A motion to dismiss a claim based on section 2-619 admits the legal sufficiency of the
plaintiff’s allegations but asserts affirmative matter that avoids or defeats the claim. DeLuna v.
Burciaga, 223 1l1. 2d 49, 59 (2006). On review, we accept well-pled facts as true and construe the
facts in the light most favorable to the nonmoving party. Krozel v. Court of Claims, 2017 IL App
(1st) 162068, 9 13. We review a trial court’s section 2-619 dismissal de novo. Grady v. lllinois
Department of Healthcare & Family Services, 2016 IL App (1st) 152402, 9 9.

9137 New Business Rule

938 Helix contends the trial court erred in precluding them from proving damages.

¢

939 In a breach of contract case, a plaintiff must “ ‘establish an actual loss or measurable
damages resulting from the breach in order to recover.” ” In re Illinois Bell Telephone Link-Up II
& Late Charge Litigation, 2013 IL App (1st) 113349, q 19 (quoting Avery v. State Farm Mutual
Automobile Insurance Co., 216 111. 2d 100, 149 (2005)). A plaintiff’s failure to prove damages
entitles the defendant to judgment as a matter of law. Westlake Financial Group, Inc. v. CDH-
Delnor Health System, 2015 IL App (2d) 140589, 9] 39. The plaintiff must establish a reasonable
basis for computing damages. Kirkpatrick v. Strosberg, 385 1ll. App. 3d 119, 130 (2008). The
-10 -
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proper measure of damages is the amount necessary to place the nonbreaching party into the
position it would have been in had the defendant properly performed. In re Illinois Bell, 2013 IL
App (1st) 113349, 9 19. While absolute certainty is not required, the plaintiff must prove damages
with reasonable certainty without resort to conjecture or speculation. /d.

940 The “new business rule” precludes expert witnesses from speculating about possible lost
profits where no historical data demonstrates a likelihood of future profits. SK Hand Tool Corp. v.
Dresser Industries, Inc., 284 1ll. App. 3d 417,427 (1996). Courts applying this rule allow recovery
for “profits lost due to a business interruption or tortious interference with a contract,” but require
the business be “established before the interruption so that the evidence of lost profits is not
speculative.” Id.; see also Meriturn Partners, LLC v. Banner & Witcoff, Ltd., 2015 IL App (1st)
131883, 9/ 23. “The reason for the rule is that a new business has yet to show what its profits
actually are.” SK Hand Tool Corp., 284 1ll. App. 3d at 427. Moreover, “[a]s lost profits are
frequently the result of several intersecting causes, the plaintiff must show with reasonable
certainty that the defendant’s conduct caused a specific portion of the lost profits.” /d.

Y41  Whether an entity is a “new business” for purposes of the new business rule depends on a
track record of profits to assess estimates of alleged lost profits. See Meriturn Partners, LLC, 2015
IL App (1Ist) 131883, 923 (new business rule applies “where there is no historical data to
demonstrate a likelihood of future profits.”); SK Hand Tool Corp., 284 1ll. App. 3d at 427 (new
business rule turns on whether business has been profitable in past). “There is no inviolate rule
that a new business can never prove lost profits.” (Emphasis in original.) 77i-G, Inc. v. Burke,
Bosselman & Weaver, 222 111. 2d 218, 249 (2006). Indeed, courts have opted not to apply the rule
when damages were “neither speculative nor the product of conjecture, but [were] based upon a

reasonable degree of certainty.” See, e.g., Milex, 237 1ll. App. 3d at 192.
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942  Helix relies primarily on Milex to support its argument that its damages are not speculative
or barred by the new business rule. Milex sought to market and sell a generic version of the fertility
drug Clomid, which had an expiring patent. Milex’s generic drug would have the identical active
ingredient as Clomid. /d. at 179. Milex, a new pharmaceutical company, entered into an exclusive
contract with Alra Laboratories to manufacture the generic drug for Milex. /d. at 180-81. When
Alra reneged, Milex sued for lost profits. /d. at 181. Milex introduced expert testimony about the
profits it contended it lost from the breach. Among other things, the expert considered the price of
the pharmaceuticals, the total number of prescriptions in the market, and the average size of a
prescription. /d. at 184-85. The trial court entered a $3.27 million judgment for Milex, which
accounted for Milex’s lost profits and other damages. The court found that although the generic
drug was a new product, Milex’s expert witnesses showed that the product had an established
market. /d. at 187.

943 In affirming, the appellate court refused to apply the new business rule because Milex’s
expert provided credible testimony demonstrating an established market for the active ingredient
through the performance of two competitors selling generic versions. This provided “a reasonable
degree of certainty” of lost profits. /d. at 193. The court noted precedent for not applying the new
business rule where it “did not fit the circumstances” and found the rule inapplicable when the new
business’ product has an established market.

944 The appellate court cited three cases where the new business rule did not fit the
circumstances. /d. at 192. Each case involved lost profits awards based on actual profits made by
another party operating the actual business at issue throughout the period of the alleged breach or
business interruption. See Malatesta v. Leichter, 186 Ill. App. 3d 602, 621 (1989) (plaintiff was
wrongfully prevented from acquiring an existing car dealership; the new business rule did not
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apply, and the actual profits of a person who instead operated dealership during the time in question
were not too speculative because the business was established throughout business interruption);
Fishman v. Estate of Wirtz, 807 F.2d 520, 552 (7th Cir. 1986) (plaintiffs were wrongfully
prevented from owning and operating the Chicago Bulls; plaintiffs’ lost profits were not
speculative, as the team continued to operate in hands of another whose profits during relevant
period could guide assessing damages); Rhodes v. Sigler, 44 111. App. 3d 375, 380 (1976) (plaintiff
was wrongfully prevented from using farmland to grow crops for year; actual crops grown by
defendants on same farmland during year were valued to determine lost profits); see also SK Hand
Tool Corp., 284 111. App. 3d at 428 (recognizing that cases cited in Milex involved awards “based
on actual profits made by established, profitable businesses” and distinguishing cases cited in
Milex because facts before court involved alleged lost profits based on hypothetical profits).

945 Helix contends that, as in Milex, it presented expert testimony of lost profits with a
reasonable degree of certainty to preclude the new business rule. Specifically, Helix maintains its
expert, Cohen, presented evidence of the profits of a similar business, the NAA, and its lease
product while Smith analyzed data from the U.S. Census Bureau’s American Housing Survey to
determine the actual market for the lease product. According to Helix, this evidence of lost profits
established damages or, at minimum, created a question of fact regarding damages to preclude
summary judgment. We disagree.

946  Unlike the actual demand for a generic drug in Milex, Helix does not base its alleged lost
profits on actual sales of another entity operating a comparable business. Instead, Helix’s only
comparison is to the NAA lease, a product Helix acknowledges as vastly different. Indeed, from
the outset, Helix intended to create a new lease product “with many unique qualities” as an

alternative to NAA’s lease. In an affidavit and at his deposition, Ivey identified shortcomings with
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the NAA lease that Helix intended to resolve. These shortcomings included that the NAA lease (i)
contained provisions “very unique” to Texas law; (ii) was expensive, only available to dues-paying
members, and charged fees for each page and the lease software; (iii) averaged a length of over 20
pages; (iv) provided only a limited number of forms; (v) could not be customized; (vi) failed to
update quickly; and (vii) contained provisions unfavorable to landlords. In addition, the NAA
platform had become “unpredictable and cumbersome” and had not been integrated with other
services. Helix’s expert, Cohen, also identified ways Helix’s lease differed from and improved on
the NAA lease, which he described as a flawed and inferior product.
9147 Moreover, Ivey testified that the Helix leases not only differed from NAA concerning the
products’ characteristics but also amounted to “a different animal in a lot of ways,” including the
TURSS platform on which the leases would be sold. As Helix’s experts noted, as a not-for-profit
organization, NAA was “not in the business of selling leases,” and its lease product “is merely a
product they offer to their members,” not to the public. In contrast, Helix would sell its leases for
profit on TURSS’s rental screening website. TURSS had not sold electronic lease products on its
platforms, whether from Helix, the NAA, or other entities. Though the NAA had marketing
agreements with TURSS and other companies, it sold leases on its website only after customers
became NAA members.
948 In light of the undisputed facts regarding the differences between the NAA and Helix lease
products, the lost profit analysis differs “inherently” from that in Milex. See TAS Distributing Co.
v. Cummins Engine Co., 491 F.3d 625, 635 (7th Cir. 2007). So, we agree with the trial court’s
well-reasoned treatment of Milex.
949 Helix contends, however, that neither Milex nor its progeny requires comparison to an
identical business or product to apply an exception to the new business rule. Instead, Helix asserts,
-14 -

A-53

SUBMITTED - 17343961 - Jason Bendel - 4/1/2022 11:22 PM



127903

No. 1-20-0894

a plaintiff needs to present evidence of profits from “similar” or “comparable” products, and
NAA'’s product meets that standard. Helix relies on Antrim Pharmaceuticals LLC v. Bio-Pharm,
Inc., 310 F. Supp. 3d 934 (N.D. I11. 2018) as “persuasive authority.”

950 Like Milex, Antrim involved alleged lost profits from sales of a generic pharmaceutical
drug. The plaintiff’s expert established damages by analyzing the generic drug’s established
market and actual sales. The defendant contended that the plaintiff’s expert opinion regarding lost
profits of its new business could not be relied on because the plaintiff was a “virtual business,”
unlike the other companies the expert analyzed. The trial court rejected that argument, stating,
“[n]othing in Milex suggests that the sort of identity of structure or functioning that Bio-Pharm
advocates is required. The relevant comparison in Milex is between the plaintiff’s claimed lost
profits and the profits of other similar businesses, using ‘actual products in the marketplace as well
as authoritative sources for the data [that the expert] used.” ” Id. at 946 (quoting Milex, 237 Ill.
App. 3d at 192). The court denied the defendant’s motion for summary judgment, concluding that
the defendant did not establish that plaintiff’s supposed status as a “virtual company” undermined
the validity of the expert’s comparison between businesses.

951 Helix contends that, similarly, it need not present evidence of profits of an identical
business or product to find that its lost profits are not speculative and that its experts established
its lost profits with reasonable certainty. But the “virtual business” in Antrim did not refer to the
plaintiff’s marketing, sales platform, method of sale, or product. Instead, it referred to something
irrelevant in assessing lost profit, the plaintiff’s corporate structure. /d. Conversely, as noted,
Helix’s leases and the NAA lease and their selling platforms differ markedly.

952 Alternatively, Helix argues that because Ivey had been creating lease products for years

and TURSS had been selling third-party leases, neither qualified as a “new business.” But the new
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business rule has nothing to do with the date of a company’s launch; it applies unless a company
can present evidence of past, actual profits from which to assess estimates of alleged lost profits.
See Kinesoft Development Corp. v. Softbank Holdings Inc., 139 F. Supp. 2d 869, 909 (N.D. Ill.
2001) (past successes related to other businesses or products provide insufficient basis to find
plaintiff’s claims fall outside scope of Illinois’s new business rule).

953 Helix suggests the new business rule has been “discredited” and is no longer good law,
citing Parvati Corp. v. City of Oak Forest, 709 F.3d 678 (7th Cir. 2013). But Parvati involved a
misuse of the new business rule. Indeed, the court described the city’s invocation of the rule as
“perverse.”

954 The plaintiff in Parvati alleged that the defendant city employed racially discriminatory
zoning. In dicta, the court said, “[t]he rule is based on the correct observation that it is more
difficult to establish loss objectively when a business is strangled in its cradle, for then there is no
history of profit and loss from which to extrapolate lost future profit—the profit the business would
have earned had it not been killed or wounded by the defendant. But it doesn’t make sense to build
on this insight a flat prohibition against awarding damages in such a case; the general standard
governing proof of damages, which requires a plaintiff to make a reasonable estimate of its
damages as distinct from relying on hope and a guess, is adequate for cases in which a new business
is snuffed out by a wrongdoer.” Id. at 685.

955  The trial court here said nothing about a “flat prohibition,” but that Helix’s evidence of
alleged lost profits was too speculative to reach a jury. Further, Illinois courts have continued to
recognize the new business rule, notwithstanding Parvati’s dicta. See, e.g., Meriturn Partners,

LLC, 2015 IL App (1st) 131883,
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956 The dissent contends we misconstrue the new business rule by requiring “proof of actual
profits for effectively identical products” and no cases impose similar exacting standards, relying
on Schatz v. Abbott Laboratories, Inc., 51 111. 2d 143, 147-48 (1972). Infra, 9 83-84. But Schatz,
which did not involve the new business rule so has no applicability here, made the unremarkable
observation that “absolute certainty” as to lost profits is not required. Schatz, 51 11l. 2d at 147. We
agree. Helix was required to present proof of its damages to “a reasonable degree of certainty,”
which, as we’ve noted, it failed to do.

957 Further, to contend Helix met its burden on damages, the dissent cites a 45-year-old federal
district court case, Perma Research & Development Co. v. Singer Co., 402 F. Supp. 881, 889
(S.D.N.Y. 1975), aff'd, 542 F.2d 111 (2d Cir.1976). Again, the dissent’s case misses the mark.
There, the inventor of a newly patented anti-skid device sued the patent assignee for breaching a
contract to use best efforts to market the product. The trial court found the defendant’s projected
sales for the device provided a rational basis for calculating the lost profits because the defendant
relied on those figures in deciding to enter the contract. Although one of Helix’s experts cited
TURSS’s projected sales in his estimate, he relied on several other factors as well. More
importantly, neither party presented evidence showing reliance on the estimate in deciding to enter
into the contract. Further, in Perma Research, while newly patented, comparable devices were
sold in the market. Conversely, as noted, Helix created a “different animal” from anything then
available.

958 Out-of-Pocket and Nominal Damages

159 Nevertheless, Helix contends the trial court erred in granting summary judgment on its
breach of contract claim because, at minimum, it should recover out-of-pocket and nominal

damages.

-17 -

A-56

SUBMITTED - 17343961 - Jason Bendel - 4/1/2022 11:22 PM



127903

No. 1-20-0894

160 As a preliminary matter, TURSS contends Helix waived the issue by not raising it in
response to the motion for summary judgment. We deem issues not raised in the trial court waived.
See Cochran v. George Sollitt Construction Co., 358 Ill. App. 3d 865, 872-73 (2005). Helix,
however, raised the issue at the hearing on the motion for summary judgment, so we reject
TURSS’s contention. Boatmen’s Bank of Benton v. Durham, 203 11l. App. 3d 921, 925 (1990) (an
affirmative defense raised during summary judgment hearing was not waived).

61 Butstill, Helix failed to present sufficient evidence to support its request for “modest out-
of-pocket expenses.” The plaintiff has the burden to present evidence of each element of its claim,
including damages. See Ollivier v. Alden, 262 111. App. 3d 190, 196 (1994) (“As the party seeking
to recover, the plaintiff bears the burden of proving that he or she sustained damages resulting
from the breach and establishing both the correct measurement of damages and the final
computation of damages based on that measurement.”) Helix failed to meet this burden.

962 At his deposition, Ivey said Helix’s damages included “out-of-pocket costs,” among other
purported damages, but Helix provided no evidence detailing the amount. A conclusory statement
like Ivey’s does not provide a sufficient basis to establish (i) Helix sustained damages, (ii) the
damages resulted from a breach of contract, or (iii) a proper measurement of those damages. While
damages do not need to be calculated with mathematical precision, basic contract theory requires
reasonable certainty and precludes damages based on conjecture or speculation. Razor v. Hyundai
Motor America, 222 111. 2d 75, 106-07 (2006).

963 Absent evidence of damages, we will not reverse to permit the recovery of nominal
damages. Mayster v. Santacruz, 2020 IL App (2d) 190840, 4 47. Thus, the trial court correctly
entered summary judgment on Helix’s breach of contract claim.

q 64 Attorney’s Fees
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965 Helix seeks attorney’s fees under section 13 of the marketing agreement, which provides,
“The prevailing party will be entitled to recover reasonable attorneys’ fees and other actual and
reasonable costs in enforcing this agreement.”

9166 Toaward fees, a party can be considered a “prevailing party” when it “is successful on any
significant issue in the action and achieves some benefit in bringing suit [citation], receives a
judgment in his favor [citation] or by obtaining an affirmative recovery.” Grossinger Motorcorp,
Inc. v. American National Bank & Trust Co., 240 Ill. App. 3d 737, 753 (1992). A party does not
have to succeed on all claims to be considered the prevailing party. Peleton, Inc. v. McGivern’s,
Inc., 375 1ll. App. 3d 222, 227 (2007) (citing Powers v. Rockford Stop-N-Go, Inc., 326 111. App.
3d 511, 515 (2001)). On the other hand, * ‘when the dispute involves multiple claims and both
parties have won and lost on different claims, it may be inappropriate to find that either party is
the prevailing party.” ” Id. at 227-28 (quoting Powers, 326 Ill. App. 3d at 515).

67 Helix asserts it qualifies as the “prevailing party” because the trial court rejected TURSS’s
arguments that (i) the marketing agreement did not impose a duty to perform, (ii) it could not have
breached the contract because there was no deadline for performance, and (iii) the limitations of
liability provision in the marketing agreement insulated TURSS from any breach of contract claim.
168 We disagree. Helix did not prevail on any significant issue, given that TURSS obtained
summary judgment on the breach of contract claim and had the fraud claim dismissed with
prejudice. Helix maintains it benefited from bringing the lawsuit due to the ruling that TURSS had
a duty to perform, which may permit Helix to seek specific performance. But the trial court’s ruling
amounts to neither a finding TURSS must perform or Helix deserves specific performance.
Moreover, Helix did not seek specific performance, so contending it may prevail on the claim in

the future constitutes pure conjecture.
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169 Moreover, even if Helix succeeded on one of its claims, given that each party won and lost
on different claims, neither party is entitled to prevailing party fees. /d.
170 Dismissal of Fraud Claim
971 Helix argues the trial court erred in dismissing its fraud claim under section 2-619 because
it properly pled all elements of a promissory fraud claim. Specifically, (i) TURSS repeatedly made
false representations of material fact, asserting its intention to complete the electronic software
platform and market the Helix leases on its website, (ii) Helix reasonably relied on those
representations, including Ivey, who left gainful employment to start, fund, and operate Helix, and
(ii1) Helix suffered injury in the form of lost revenue and income.
972 A party asserting a claim for promissory fraud must allege a “false statement of material
fact; *** knowledge or belief of the statement’s falsity; *** intent to induce the plaintiff to act or
refrain from action on the falsity of the statement; *** the plaintiff reasonably relied on the false
statement; and *** damage from such reliance.” Bayview Loan Servicing, LLC v. Szpara, 2015 IL
App (2d) 140331, 9 34.
973 The trial court concluded that allegations of the first amended complaint refuted Helix’s
allegation of an intent to defraud when TURSS made the promises. The trial court concluded
“defendant was, in fact, taking this contract seriously at the outset,” noting that the complaint
alleged (1) TURSS assigned a particular employee to be in charge of the project, (ii) an amendment
extended the term of the contract, (iii) there were “other delays,” and (iv) in a letter dated January
19, 2012, TURSS responded to a request to re-review the delays. Thus, the trial court held that
these allegations contradicted Helix’s allegations of fraudulent intent, and we agree.
974 Helix contends that the allegations further, rather than disprove, its fraud claim. Helix
reasons that TURSS deceived it into thinking the project was moving forward by appearing to
-20 -
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work on the platform and pretending someone was in charge of overseeing it. But Helix presents
no evidence of deception, such as TURSS not intending to build the platform or purposely causing
the delays. Significantly, the marketing agreement included a nonexclusivity clause permitting
either party to sell leases outside the agreement.

175 We agree with the trial court that Helix’s allegations fail to allege that TURSS acted with
the intent to defraud and support the opposite finding. TURSS showed that it intended to follow
through, but a series of delays stymied its efforts.

176 Other Terms of the Marketing Agreement

977 Helix also asserts that the trial court erred in finding that other provisions of the marketing
agreement supported dismissing the fraud claim. Helix points to the absence of a completion date,
the inclusion of a merger clause, and a nonexclusively provision. Helix insists these provisions
made it impossible to prove reasonable reliance, proximate causation, and damages.

978  According to Helix, a reasonable time is implied, despite the absence of a completion date.
See Werling v. Grosse, 76 1ll. App. 3d 834, 842, (1979). What constitutes a reasonable time
depends on several factors, including the facts, the nature of the circumstances, and the product.
See Yale Development Co. v. Aurora Pizza Hut, Inc. 95 11l. App. 3d 523, 525 (1981). Since the
contract implies a reasonable amount of time to complete the platform, it could reasonably rely on
TURSS’s repeated promises. But, as the trial court noted, that rule applies to breach of contract,
not fraud claims.

979 Further, the agreement prohibits oral modification and “may not be altered, amended, or
modified except by written instrument signed by the duly authorized representatives of both
parties.” So the agreement prevents Helix from showing reasonable reliance on alleged oral

misrepresentations after the execution of the marketing agreement.

221 -

A-60

SUBMITTED - 17343961 - Jason Bendel - 4/1/2022 11:22 PM



127903

No. 1-20-0894

980 Finally, the nonexclusivity provision permits Helix to sell the leases outside the agreement,
preventing reasonable reliance. McKown v. McDonnell, 31 111. App. 2d 190 (1961) (broker with
nonexclusive right to list property had no claim for conspiracy to defraud because vendor and
purchaser owed no duty to deal exclusively with him).
181 Affirmed.
982 JUSTICE WALKER, dissenting:
9183 Irespectfully dissent because the standard set by the majority interprets the exceptions to
the new business rule too narrowly, thereby shielding too much misconduct from liability. Our
supreme court has explained that when a new business sues for lost profits,

“absolute certainty as to the amount of loss or damage in such cases is

unattainable, but that is not required to justify a recovery. All the law requires is

that it be approximated by competent proof. That proof of the exact amount of

loss is impossible will not justify refusing compensation. If that were the law,

contracts of the kind here involved could be violated with impunity. All the law

requires in cases of this character is that the evidence shall with a fair degree of

probability tend to establish a basis for the assessment of damages.” (Internal

quotation marks omitted.) Schatz v. Abbott Laboratories, Inc., 51 1ll. 2d 143, 147-

48 (1972).
984 No case supports the majority’s restriction of the exception to the new business rule to
proof of actual profits for effectively identical products. The restriction, which permits parties to
breach many contracts with impunity, conflicts with the reasoning of Schatz and with the rule in

most jurisdictions. The majority’s reasoning conflicts with the general rule.
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“[Clourts in most *** jurisdictions[] have recognized that a new business should not be
prevented from recovering lost profits caused by a breach of contract, merely because of
the absence of a prior track record of profits. *** [M]any courts have recognized the
unfairness in requiring a plaintiff to establish its lost profits with reasonable certainty,
where it is the breaching defendant’s wrongful conduct that has prevented the plaintiff from
establishing with reasonable certainty what, if any, profits it would have realized.” Michael
D. Weisman & Ben T. Clements, Protecting Reasonable Expectations: Proof of Lost
Profits for New Businesses, 76 Mass. L. Rev. 186, 197 (1991).
985 The problem of proving lost profits where the plaintiff sought to market a new product that
improves on products available for sale parallels the problem of proving lost profits when a
defendant breaches a contract to market the plaintiff’s patented invention. Because the invention
differs significantly from other products in the market, the market for other products will not match
the market for the plaintiff’s invention. Nonetheless, courts have in some cases awarded lost profits
as damages when a defendant has breached a contract to market a patented invention. Perma
Research & Development Co. v. Singer Co., 402 F. Supp. 881, 898 (S.D.N.Y. 1975), aff’d, 542
F.2d 111 (2d Cir. 1976), states the general rule:
“Although lost profits in a new venture are not ordinarily recoverable [citation], they may
be awarded where: the lost of prospective profits are the direct and proximate result of the
breach; profits were contemplated by the parties when they entered the contract; and there
is a rational basis on which to calculate the lost profits.”
See also Rogerson Aircraft Corp. v. Fairchild Industries, Inc., 632 F. Supp. 1494 (C.D. Cal. 1986).
9186 The court in Perma Research awarded damages based largely on sales projections made

by the defendant’s employees in the process of deciding whether to enter the contract. Perma
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Research, 402 F. Supp. at 901. An expert’s report on the market, supported by sufficient data
concerning comparable products, may also support an award of damages for an unmarketed
product. In ASTech International, LLC v. Husick, 676 F. Supp. 2d 389 (E.D. Pa. 2009), the
defendant, an attorney, negligently failed to obtain a patent for the plaintiff’s pharmaceutical
invention. Because of the lack of a patent, the plaintiff could not market the invention. To prove
damages, the plaintiff presented a report of an expert with “considerable experience *** in the
pharmaceutical field [, who] provide[d] a list of potential buyers, a list of comparable transactions
and projections of sale price and royalty income.” ASTech, 676 F. Supp. 2d at 405-06. The court
found the expert’s report sufficient to present to a jury for assessment of damages.

987 Helix’s expert, Cohen, is an attorney and real estate broker with 35 years of experience,
who served on a Joint State Government Commission on Real Property Law and who worked with
the NAA on its lease forms. He estimated Helix’s loss by using (1) data from the United States
Census on the number of residential leases in the country, (2) data from two Internet sources on
the volume of traffic at Transunion’s website, and (3) industry data on conversion rates, which
show the percentage of site visits that turn into sales, differentiated for distinct industries. Cohen
also used his knowledge of the sales of NAA’s lease forms and the price NAA charged for the
forms to estimate the amount Helix could earn from sales of its products, which Cohen considered
superior to NAA’s product. Cohen found data on the actual sales of another lease form marketed
without Transunion’s reputation and prominence. The other vendor sold approximately 35,000
forms per year for a product Cohen considered substantially inferior to Helix’s product. Using all
the historical information, Cohen estimated that Helix could soon sell 110,000 leases per year,

with market penetration likely to increase steadily.
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988 Helix’s second expert, Smith, who specialized in economic analysis, used Cohen’s research
and Transunion’s own projections to estimate the likely loss Helix suffered due to Transunion’s
failure to provide the promised platform for Helix’s lease sales. The use of Transunion’s
projections echoes the use of Singer’s projections in Perma Research.

989 Both of Helix’s experts based their estimates on data concerning the size of the market,
number of probable page views on a Transunion platform, likely rates of conversion from page
views to sales, and the actual sales of inferior products serving similar needs. The expert testimony
here meets the standards of Milex Products, Inc. v. Alra Laboratories, Inc., 237 1ll. App. 3d 177
(1992), Perma Research, 402 F. Supp. at 898, Rogerson Aircraft Corp., 632 F. Supp. 1494,
ASTech, 676 F. Supp. 2d 389, Antrim Pharmaceuticals LLC v. Bio-Pharm, Inc., 310 F. Supp. 3d
934 (N.D. Ill. (N.D. IIl. 2018), and cases cited in Michael D. Weisman & Ben T. Clements,
Protecting Reasonable Expectations: Proof of Lost Profits for New Businesses, 76 Mass. L. Rev.
186. The opinions of Cohen and Smith give the trier of fact “a rational basis on which to calculate
the lost profits.” Perma Research, 402 F. Supp. at 898.

990 Based on the reasoning of Schatz and Milex, 1 would apply the exception to the new
business rule in this case, as there is reliable market data to support plaintiff’s claim of damages. I
would find that there are genuine issues of material fact as to whether plaintiff is able to show lost
profits damages to a reasonable degree of certainty as an exception to the Illinois new business
rule. Hence, I would reverse the circuit court’s grant of summary judgment and reman for trial.

Accordingly, I respectfully dissent.
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PRAYER FOR LEAVE TO APPEAL

Plaintiffs-Petitioners, Roger Ivey and Helix Strategies LLC (“Helix”), pursuant to
Illinois Supreme Court Rule 315(a), respectfully petition this Court for leave to appeal
from the judgment of the Appellate Court of Illinois, First Judicial District, 2021 IL App
(1st) 200894, No. 1-20-0894.

This Petition presents the important question of what evidence is necessary to
establish the lost profits of a new business with reasonable certainty. The Appellate
Court ruled that Petitioners could not prove lost profits of a new business with reasonable
certainty because they did not present evidence of profits from a nearly identical business
or product. However, Petitioners submitted detailed expert testimony relying on
authoritative market data and other evidence to establish the claimed lost profits with
reasonable certainty. The dissenting opinion agreed that the expert opinions based on
authoritative data were sufficient to at least create a triable issue of fact regarding the
claimed lost profit damages and avoid summary judgment.

Review of this issue by the Illinois Supreme Court is necessary to resolve the
unsettled issue under Illinois law as to what evidence is necessary to establish lost profits
of a new business with reasonable certainty and whether reasonable certainty can be
established with expert testimony based on authoritative market data.

JUDGMENT BELOW

On October 18, 2021, the Appellate Court, in a two-to-one decision, affirmed the
order of the Circuit Court of Cook County, Illinois granting summary judgment in favor
of Defendant Transunion Rental Screening Solutions, Inc. (“TURSS”) on Petitioners’

breach of contract claim and the order granting TURSS’s motion to dismiss Petitioners’
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fraud claim.
No petition for rehearing was filed.

POINTS RELIED UPON FOR REVIEW

1. The Appellate Court erred in construing the exception to the new business
rule too narrowly by essentially ruling that as a new business Petitioners were required to
present evidence of profits of a comparable business or product to find that its lost profits
are not speculative and sufficient evidence exists for Petitioners to prove its lost profits
with reasonable certainty.

2. The Appellate Court should be reversed because Petitioners presented
sufficient evidence to prove its lost profits as a new business with expert testimony based
on authoritative market data and other evidence.

STATEMENT OF FACTS

Defendant Transunion Rental Screening Solutions, Inc. (“TURSS”) is a
subsidiary of the international credit reporting bureau, Transunion, LLC (“Transunion’).
(C. 222, lines 7-8) TURSS provides consumer credit and criminal background screening
services to landlords and property managers through its “CreditRetriever” and
“MySmartMove.com” (“SmartMove”) products. (C. 230-231) CreditRetriever is for
professional managers with large portfolios and SmartMove is for small landlords. (C.
230-231; C. 248-249) Plaintiff Roger Ivey (“Ivey”) is an attorney who in 2007 was the
Assistant Vice President and Property Operations Counsel of UDR, Inc. (“UDR”), a
publicly traded real estate investment trust and one of the nation’s largest owners and
managers of residential apartment communities. (C. 256, 9 2)

In 2007, Ivey and Michael Britti (“Britti”), the head of TURSS and a General
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Vice President of Transunion, began to discuss the possibility of Ivey creating residential
leasing and property management forms (the “Helix Services”) that TURSS would sell to
its CreditRetriever and SmartMove customers on electronic platforms TURSS provided.
(C. 256-257, 9 3) Britti proposed the idea to Ivey and made multiple representations to
Ivey that TURSS was absolutely committed to selling lease products created by Ivey if
Ivey created them. (C.257,95)

As part of Ivey and Britti’s negotiations, on July 11, 2008, Britti provided Ivey a
five-year business plan for TURSS’s project funding and sale of the Helix Services,
which was created by Transunion analysts and included income projections of profits to
Helix of over $23,000,000 from sales to SmartMove customers alone. (C. 252-254, C.
264-270) The parties exchanged proposed terms over several months, but generally and
verbally agreed that Helix would create a database of forms and TURSS would build an
electronic platform and market the Helix Services to both its SmartMove and
CreditRetriever customers. (C. 257, 4 4) Based on the multiple representations and
promises by Britti that TURSS was committed to selling Ivey’s lease products, in
September, 2008, Ivey voluntarily left his position at UDR to focus exclusively on
creating the database of lease forms. (C. 257, 9 4) Britti, on behalf of TURSS,
specifically represented to Ivey on numerous occasions — including by letter of intent in
November 24, 2008 — that TURSS’s goal was to have the platform completed by or
during the first quarter of 2009. (C. 257-258,9 7; C. 272-274)

In March 2009, Helix and TURSS formalized and executed their agreement (the
“Marketing Agreement”). (C. 178-180) Notably, during the negotiation process the

parties agreed to revise a draft agreement that stated “TURSS may build the platform” to
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state that “TURSS will build the platform,” which is consistent with Britti and Ivey’s
discussions regarding TURSS’s obligations. (C. 276-280) (emphasis added)

TURSS’s responsibilities under the Marketing Agreement were outlined in
paragraph 3 of the Marketing Agreement as follows:

Responsibilities of TURSS. Following TURSS’ reasonable approval of the

scope and general attributes of the Helix Services, TURSS will make available on

a non-exclusive basis, Helix Services to certain interested Subscribers. TURSS

will provide the software platform, Helix will provide the document content.
(C.178,93)

Before Ivey left UDR, TURSS represented that it anticipated the platform would
be completed by the first quarter of 2009, and at the outset of the Marketing Agreement
TURSS made multiple representations that it expected the platform to be completed no
later than June or July, 2009. (C. 257-258, 99 7, 9) Following execution of the
Marketing Agreement, Helix gave TURSS a formal product specifications manual that
laid out all the primary information TURSS needed to plan the product, including a full
set of sample lease forms and process instructions to instruct the design. (C. 258, 9§ 8)
TURSS approved the scope and format of the Helix forms. (C. 258 9 8) Helix submitted
electronic forms and supporting materials to TURSS in support of the platform, and
ultimately created a unique lease document system for over 45 of the 50 states and
Washington, D.C. that was designed specifically for integration into an electronic
software operating platform. (C. 258, 9 10)

By July 2009, TURSS had not provided the platform and TURSS informed Ivey it
would be put in the market in August 2009. (C. 259, 9 13) In August, 2009, Britti left

TURSS and was replaced by Mike Mauseth (“Mauseth™). (C. 253-254, 101:21-102:10)

Mauseth and Ivey began to regularly discuss the progress of the electronic platform. (C.
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259, 99 9-15)

On September 15, 2009, Joe Sullivan, a business analyst at TURSS, emailed Ivey
and specifically stated that the “rollout of the Helix content will be around the end of the
year [2009].” (C. 282) However, the end of 2009 came and went without the lease
platform being completed. (C. 2509, 9] 14-15)

In February of 2010, Ivey had a meeting with Mauseth and various employees of
TURSS, who said that they were dealing with “other priorities”, that Transunion
corporate had not yet allocated the resources they needed and that TURSS was
committed to the lease product and that it was going to be rolled out within a couple of
months. (C. 259, q 16) After this meeting, TURSS agreed to amend the Marketing
Agreement to include the following term:

The 5 year term of the Agreement is extended until the expiration of 5 years from

the date TURSS first makes Helix Services generally available for purchase by

TURSS’ Subscribers.

(C. 202) The extension of the Agreement also specifically states that:

The extension of the Agreement will not be construed as an approval by Helix of
unreasonable delays, if any, by TURSS in performance of the Agreement.

(1d.) The Amendment also specifically states that the parties expected the platform to be
completed by June, 2010. (ld.) The Amendment was approved and signed by TURSS on
March 23, 2010. (Id.) Also, after the meeting, Ivey sent Mauseth the five year business
plan Britti previously provided Ivey. (C. 284-294)

On June 21, 2010, Mauseth emailed Ivey and said that the rollout of the Helix
services was “....looking more toward the end of August [2010].” (C. 296) However,
the year 2010 ended and TURSS still had not completed the platform or advised Ivey that

it had no intention to do so. (C. 262 9 36)
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During 2011, Ivey repeatedly contacted TURSS regarding the platform, and even
tried to help TURSS by involving a third party with the expertise to build it. (C. 260-261,
9 24) However, 2011 ended and TURSS did not complete the platform or advise Ivey
that it had no intention to do so. (C. 262 § 36) In January, 2012, Ivey, Mauseth and
Timothy Martin (“Martin”), the Group Vice President of U.S. Housing for TransUnion
held a conference call. (C. 261, 425) On this call, Ivey again expressed his frustration
with TURSS’s delays. (C. 261, 925) Martin reiterated TURSS’s commitment to build a
platform and sell the Helix Services, and stated that TURSS hoped to begin work on the
project by summer of 2012, but that it could be delayed until 2013. (C. 261, 925) Two
weeks after the conference call, Martin sent Ivey a letter stating that TURSS had acted in
good faith; was complying with its obligations under the Agreement, that it had and
would continue to perform under the Agreement; and that it believed in the potential of
its relationship with Helix. (C. 304-306)

During 2013 and 2014 TURSS continued to communicate with the third party
Ivey referred to TURSS about TURSS using a platform he was building. (C. 262, 9 33;
C. 308-312) In October 2014, Ivey again contacted TURSS regarding the platform. (C.
308-312) At that time, TURSS was unable to provide any information about the platform
or any assurance TURSS would build it. (C. 308-312) In fact, TURSS stated they were
unaware of Helix and the project, and after a significant search could not locate the
Marketing Agreement or anyone who was familiar with it. (C. 308-312) At this point,
Ivey realized TURSS had no intention of building the platform to sell the Helix Services
even though TURSS still had never informed Ivey that it had no intention of building the

platform. (C. 262, 4 36) TURSS continues to refuse to perform under the Agreement.
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(1d.)

During the period TURSS failed to make the Helix services available, Helix
diligently tried to sell the Helix services through two other companies. (C. 262, 34)
Helix formally contracted with two other companies to build platforms and sell the Helix
leases; however, these were small start-up companies without the name recognition or
resources of Transunion necessary to sell a sophisticated legal product like leases to
landlords. (Id.)

Ivey first learned during discovery in this case that TURSS had been lying to him
repeatedly about their efforts to build the platform. (C. 262, q 26) While, as set forth
above, TURSS made multiple promises to build the platform and represented to Plaintiffs
on numerous occasions that TURSS was close to finishing the platform and making the
services available, there is now substantial evidence that TURSS was never close to
finishing the platform and had not even legitimately approved or started the project.

For instance, Hillier, the TURSS employee in charge of the platform, testified that
the process involved the following steps: (1) completing “requirements” (i.e. a blueprint
for the platform), (2) designing/architecting the platform, (3) coding the platform, and (4)
testing the platform. (C. 319) Hillier admitted that TURSS had not even completed the
first step of drafting requirements, and that it would take at least a month to finish that
step. (C. 315-318) Hillier also admitted that just the fourth step alone would take at least
three to four months to complete. (C. 320) Therefore, by Hillier’s own admission,
TURSS’s multiple representations to Plaintiffs that TURSS was two or three months
away from completing the platform were always categorically false, given that TURSS

was at least five to six months away (and likely much more) from completing the
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platform. Moreover, given Mauseth’s, Hillier’s and Sullivan’s roles, they knew or clearly
should have known that TURSS’s statements to Ivey were false and that it was factually
impossible to complete the project and put the product on the market in as little as one or
two months as they repeatedly represented to Ivey.

Plaintiff submitted expert testimony in the form of the Affidavit of Richard
Armitage (C. 322-334), an expert in the project management of software
implementations, regarding TURSS’s failure to perform. (C. 322-323, 99 1-6) Armitage
reviewed the entirety of the documents produced by TURSS in the litigation as well as all
the Deposition Exhibits and the completed depositions. (C. 323, q 8) Consistent with
Hillier’s testimony, Armitage testified that the project to build the electronic platform
would require the following stages: Plan, Design, Build, Test, Deploy and Optimize. (C.
323,99) Based on his review of the materials and testimony, Armitrage concluded that
TURSS never completed the first stage of planning the project because several key
components of that stage were not completed. (C. 324, 9 11) Armitrage also concluded
that TURSS did not complete the design phase and that the “drafts of the website” and
“some flowcharts” prepared by TURSS in February 2010 were insubstantial and
appeared to be created by Hillier just to make Ivey feel like progress had been made (i.e.
to placate Ivey and make him believe the platform was being built, not to actually move
forward with the meaningful project implementation). (C. 324, 9 11) Armitrage further
concluded that TURSS never started the build, test, deployment and optimization phases
because TURSS never started the preliminary phases. (C. 324, 9 12-15)

Significantly, Armitrage concluded that in order for the project to be “real” and

reflect an intention of delivery, he would expect to see evidence of the following
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documents (none of which TURSS had): A Project Plan or Schedule, Timesheets,
Ongoing Meeting Minutes and Status Reports, A Detailed Functional Design Document,
Technical Specifications, Architectural Designs, a Budget (draft or approved - showing
that the project was funded and approved), a dedicated Development Environment (can
also include or be known as a Dev, Prod, Test/QA or Sandbox), Helpdesk Tickets (that
are used to track Testing Defects, Code Transports etc.), a dedicated SharePoint site and
document repository for the project, cutover/go-live planning or a Testing Plan (User
Acceptance Testing) with Use-Case Scenarios. (C. 326, 4 20). Armitrage opined that the
failure of TURSS to have any of these documents and structures leads to only one
conclusion — that there was never any internal project established by TURSS to build the
Helix platform and thus TURSS did not appear to have any intention of delivering the
Helix product on their platform. (C. 326, 9 20)

TURSS claimed in its first motion for summary judgment (with almost no
specifics and no documentary evidence) that “TURSS suffered multiple technical
setbacks with its existing system and was unable to dedicate the time needed to create the
platform for the sale.” (C. 143) TURSS further claimed that one of the purported
problems was that the version of CreditRetriever in use when the Marketing Agreement
was executed (CreditRetriever 5.0) was antiquated. However, these claims were proven
false. The current head of TURSS, who took over in 2012, admitted that CreditRetriever
6.0 was launched in 2011 and the Helix platform could have been added to
CreditRetriever 6.0 at that time. (C. 337) TURSS also made the unsupported assertion
that there was a server interruption that caused delays. (C. 145) However, Sullivan

testified that this outage occurred with CreditRetriever 5.0 in June of 2010, and that the
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main effect was to delay the rollout of CreditRetriever 6.0. (C. 340-341) Sullivan noted
that only historical data was lost and restored, and that the problem was fixed going
forward. (C. 341-343).

TURSS also claimed in its first motion for summary judgment that it did not
actually have an obligation to build the platform. (C. 148-149) However, as the district
court ruled, this claim is belied by not only the aforementioned document history and
unambiguous contract language of the Marketing Agreement, but also by the statements
of TURSS’s employees, specifically Martin, that TURSS chose not to build the platform
because TURSS didn’t prioritize it. (C. 223-224). It is also belied by TURSS’s own
internal communications in February, 2013 when Martin asked a TURSS employee,
Derek Frame, to look into the project. (C. 345-346) Frame reviewed the Marketing
Agreement and other documents and emailed Martin stating:

“I believe compliance should be straightforward. Helix is looking to provide
documents (or document content) potentially along with document services (advisory,
legal, etc.). Our obligation is to provide the platform in which to deliver the document
content. Given our product/technical direction we should be able to support this.”

(C. 345-346) (emphasis added) Martin’s email response indicated he did not care
whether Helix even existed and told Frame to wait to see if they heard from Ivey again
before TURSS figures it out. (C. 345-346)

The original complaint in this dispute was filed on July 20, 2015. (C. 7-36) In
June 2016, TURSS brought its first Motion for Summary Judgment. (C. 141-202) On
November 14, 2016, the circuit court granted summary judgment for TURSS on Counts
for Breach of Contract, Negligent Misrepresentation, and Promissory Estoppel of

Plaintiffs’ four-count complaint, but allowed Plaintiffs leave to re-plead Plaintiffs’ count

for Fraud. (C. 373). On December 14, 2016, the Plaintiffs filed a motion to reconsider
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the order granting summary judgment on Count I (for breach of contract) and Count IV
(promissory estoppel). (C. 360-70). On December 19, 2016, Plaintiffs filed a three-count
amended complaint, sounding in breach of contract (Count I), fraud (Count II), and
promissory estoppel (Count III). (C. 387-416). On May 22, 2017, the circuit court
granted Helix’s motion to reconsider the summary judgment on its original breach of
contract claim, but ordered the amended breach of contract claim dismissed with
prejudice for other reasons. (C. 586). The circuit court also granted TURSS’s motion to
dismiss Plaintiffs’ fraud claim and the remainder of the case with prejudice. (C. 586-87).
The Plaintiffs filed their notice of appeal from that order on June 21, 2017. (C. 589-91).

On August 10, 2018, this Court dismissed the appeal from the June 21, 2017 order
for lack of jurisdiction. (C. 958-962) A mandate was issued on October 10, 2018 (C.
968-974) Thereafter, Helix brought a Motion for Reconsideration of the circuit court’s
previous motion for summary judgment ruling on the breach of contract claim, relying on
a recently published case that warranted reversal of the circuit court’s original ruling. (C.
1265; C.1269-1491) On May 23, 2019, the circuit court reversed its prior ruling granting
summary judgment in favor of TURSS on the breach of contract claim. (C. 1807 V2)

On September 6, 2019, TURSS brought a second Motion for Summary Judgment
(“MSJ”). (C. 1811-2031 V2) The MSJ attacked Helix’s ability to prove its claim for lost
profits, primarily on the basis of the so-called New Business Rule. (C. 1811-1820 V2)

Helix submitted a substantial amount of evidence to establish its lost profit
damages to a reasonable degree of certainty. In addition to the TURSS business plan
provided by Michael Britti, Plaintiff submitted the Expert Report of Stan Smith, Ph.D.

(C. 2172-2197 V2) Dr. Smith holds a PhD in economics from the University of Chicago.
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(C. 2172 V2) Dr. Smith conducted a detailed market analysis looking at market data as
well as the National Apartment Association’s (“NAA’s”) annual revenue from its
National Lease Program to calculate an estimate of Plaintiff’s damages. (C. 2178-2179
V2) Dr. Smith estimated that Helix lost approximately $42,000,000 for the five year
term of the Marketing Agreement. (C. 2172-2197 V2)

Helix also submitted the Expert Report of Paul Cohen, Esq. (C. 2147-2170 V2)
Mr. Cohen is an attorney who represents landlords and businesses like Helix who serve
them, and who has been on the lease committee for the NAA for many years. (C. 2156
V2) Mr. Cohen’s opinion is significant because he is intimately familiar with the market
for electronic leases having represented companies that sell them and given his
experience on the NAA lease committee. (C.2156-2158 V2)

Lastly, Plaintiff submitted the Affidavit of Roger Ivey Dated October 15, 2019
that details many facts in support of Plaintiff’s damages. (C. 2199-2212 V2) Ivey’s
testimony established that leases were not a “new business” to either Helix or TURSS,
how all residential leases were essentially comparable, and how the differences between
the NAA and the Helix / TURSS product made the latter a superior product. (C. 2199-
2212 V2) In fact, TURSS had been selling the NAA leases for years at the time the
Marking Agreement was executed. (C. 2200-2202 V2) Ivey also detailed how the Helix
product was meant to serve the demand for this type of product. (C. 2199-2212 V2)

The Marketing Agreement itself provides evidence that the parties clearly
contemplated that the revenues from the leases would be damages available in the event
of a breach of the agreement. (C. 1887 V2, 4 11) The Marketing Agreement limits the

damages available to Helix under the agreement to “TURSS’s revenue share paid by
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Helix, under this agreement” ... except where “a party is harmed by the willful or
intentional, wrongdoing of the other party.” (C. 1887 V2, 4 11) (emphasis added) In
other words, the parties contemplated that if there was willful or intentional wrongdoing,
as there was here, that the damages available under the Marketing Agreement would be
the revenue contemplated by the Marketing Agreement.

On February 5, 2020, the Circuit Court granted the MSJ on the basis of the New
Business Rule. (C. 2093 V2)

Specifically, the Court stated and reasoned as follows:

“...I'm going to grant the motion for summary judgment. The Milex case is
clearly distinguishable to me. The leases here are -- the leases that Helix sought to market
were designed from the outset to be different than the NAA — different from the NAA
leases on which the experts sought to base their calculations of the profits Helix may
have lost.

I just believe that the expert projections were too speculative under the New
Business Rule to allow to go to a jury. I'll note as well that Milex is somewhat sui
generis.- It's perfectly understandable why the plaintiffs relied on it. It's the best case for
them by far. But what was going on there, the generic drugs by my reading of the case,
the Appellate Court allowed it because the products were identical, and they found that
the sales from these other two companies were sufficient to establish a rational basis for
calculations of the lost profit.

But even there the cases they relied on, counsel alluded to it briefly, the cases
Malatesta (phonetic), Fishman, and Rhodes, those were very different. Those were all
cases -- that was about all that Milex relied on.- Those were all cases where a sale of
business fell through and the lost profits were based on what the owner actually recouped
during the period that the plaintiffs who sought to buy the businesses or I guess it was
farmland in the case of Rhodes, the profits that they would have sought to have earned
during the identical period for the identical business, which is much further away still
than we've got here.

The plaintiff has -- plaintiffs have attempted to argue that it's really not -- that the
New Business Rule should not apply at all because Mr. Ivey had previously designed
leases and TransUnion had previously sold leases.

Both of those may be true, but that doesn't mean that Helix Strategies and the
leases they sought to market were not new. They were new. And I don't see a basis for
establishing the lost profits that they might have recouped.
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I am not unsympathetic to counsel’s argument that the -- that it seems unfair to
allow TransUnion to escape liability because Helix’s damages are speculative.

But the Illinois Court reports are littered with cases where judgment went for
defendant or judgment for plaintiff was reversed because whatever damages the plaintiff
sought to prove were too speculative. And I believe that this is such a case.

So motion for summary judgment is granted...”

(R441-443).

On March 6, 2020, Plaintiff filed a Motion for Reconsideration of the MSJ ruling.
(C. 2094-2225 V2) On March 18, 2020, TURSS filed a Motion for Final Judgment. (C.
2228-2349 V2). Plaintiff opposed the Motion for Final Judgment on the ground that
Helix should be able to recover nominal damages and attorneys’ fees. (C. 2448-2821 V2)

On July 23, 2020, this Court held a hearing on and denied Plaintiff’s Motion for
Reconsideration and granted TURSS’s Motion for Final Judgment, entering judgment in
favor of TURSS. (C. 2898 V2) On August 21, 2020, Plaintiffs timely filed a Notice of
Appeal of the judgment. (C. 2899-2901 V2)

ARGUMENT
I. THE APPELLATE COURT ERRED BY EFFECTIVELY HOLDING

THAT EVIDENCE OF PROFITS OF COMPARABLE ARE NECESSARY

TO ESTABLISH LOST PROFITS OF A NEW BUSINESS WITH

REASONABLE CERTAINTY.

The basic theory of damages in a breach of contract action requires that a plaintiff
“establish an actual loss or measurable damages resulting from the breach in order to
recover.” In re Illinois Bell Telephone Link-Up 11, 2013 IL App (1st) 113349, 9 19,

(quoting Avery v. State Farm Mutual Automobile Insurance Co., 216 Ill. 2d 100, 149
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(2005)).

Historically, Illinois courts have ruled that a “new business” must have some form
of prior profits to recover lost profits. See, e.g., Drs. Sellke & Conlon, Ltd. v. Twin Oaks
Realty, Inc., 143 I1l. App. 3d 168, 174 (1986) (plaintiff's claim barred by new-business
rule where plaintiff failed to offer any profit data before defendant allegedly interfered
with its business).

More recently, Courts in Illinois have allowed new businesses to recover lost
profits even without any evidence of prior profits. See Tri-G, Inc. v. Burke, Bosselman &
Weaver, 222 111. 2d 218, 249 (2006) (“There is no inviolate rule that a new business can
never prove lost profits.””); Milex Products, Inc. v. Alra Laboratories, Inc., 237 I1l. App.
3d 177 (1992) see also Antrim Pharmaceuticals LLC v. Bio-Pharm, Inc., 310 F.Supp 934
(2018) (ruling that there was genuine issue of material fact as to whether a new business
was entitled to recover lost profits in exception to Illinois new business rule precluding
summary judgment); see also Parvati Corp. v. City of Oak Forest, 709 F.3d 678, 685 (7th
Cir. 2013). In Tri-G, Inc., this Court ruled that lost profits of a new business could be
determined with reasonable certainty based primarily based on the testimony of the
plaintiff in that case. Tri-G, Inc., at 250.

Illinois courts share this evolving approach with other states. “Changing
attitudes towards jurors, a consensus focused on the inherent injustice to new businesses,
and recognition of the economically nonoptimal allocation of resources that the New
Business Rule encouraged may have all played a role in [a] shift in the interpretation of
the rule away from a finding of law to a finding of fact, as pointed out by Bollas in the

Ohio State Law Journal, and by Everett Gee Warner and Mark Adam Nelson in
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“Recovering Lost Profits,” 39 Mercer L. Rev. (1988).” See Mark Gauthier, Recovering
Lost Profits for Start-Up Companies, Bus. L. Today, December 2017, at 1, 2. The
rationale behind this change is encapsulated with this quote from the Kansas Supreme
Court, which stated that “[s]trict application of the [reasonable] certainty doctrine would
place a new business at a substantial disadvantage. To hold recovery is precluded as a
matter of law merely because a business is newly established would encourage those
contracting with such a business to breach their contracts. The law is not so deficient.
Vickers v. Wichita State University, Wichita, 213 Kan. 614, 518 P.2d 512, 517 (1974).

The leading Illinois cases on point are Tri G, Inc., Milex Products, Inc. v. Alra
Laboratories, Inc., 237 I1l. App. 3d 177 (1992) (where the claimed lost profits were of a
generic drug comparable to other generic drugs on the market) and Malatesta v. Leichter,
186 Ill. App. 3d 602, 621 (1989) (where plaintiff was wrongfully prevented from
acquiring an existing business). Despite the holdings in these cases, which are illustrative
and not prescriptive in nature, some Illinois courts (including the Appellate Court in this
case) appear to enforce the New Business Rule either as a per se rule or as if the
exceptions are limited to the unique fact patterns found in Tri-G, Inc., Milex, and
Malatasta. See e.g. Meriturn Partners, LLC v. Banner & Witcoff, Ltd., 2015 IL App (1st)
131883, 99 22-24 (outright rejecting a damage mode based on “a sales projection theory”
because it involved “future suppositions”)

There is no per se rule that, in order to be reasonably certain, evidence of the lost
profits of a new business must consider sales of comparable (let alone identical) products
or be the acquisition of an existing business. However, because the Petitioners’ expert

opinions relied, in part, on the performance of the NAA lease product, the Appellate
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Court majority here made the inquiry whether or not Petitioners’ lease product was
substantially similar (or in the Appellate Court’s overly strict application, nearly
identical) to the NAA product but did not (as the dissenting opinion did) analyze the lost
profit calculations and other evidence proffered by Petitioners and its experts that were
based on authoritative market data. Nor did the Appellate Court consider the projections
prepared by TURSS itself or the opinion testimony of Petitioner Ivey.

The Restatement Second of Contracts, section 352, comment b, provides that “[i]f
the business is a new one or if it is a speculative one ..., damages may be established with
reasonable certainty with the aid of expert testimony, economic and financial data,
market surveys and analyses, business records of similar enterprises, and the like.” Other
courts have not required evidence of profits from a similar business. For instance, in
Kaech v. Lewis County PUD, 106 Wash. App. 260, 23 P.3d 529, 538-539 (2001), the
Court of Appeals of Washington upheld a lost profits finding where a dairy farm had
been in operation for only a short time, holding that “expert testimony alone is a
sufficient basis for an award of lost profits in the new business context when the expert
opinion is supported by tangible evidence with a ‘substantial and sufficient factual
basis...””

The Circuit Court and the Appellate Court erred by ruling that Petitioners could
not prove its lost profits with reasonable certainty because it did not present evidence of

profits from a comparable business.
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II. THE APPELLATE COURT SHOULD BE REVERSED BECAUSE THE
PETITIONERS HAD SUBMITTED EVIDENCE OF LOST PROFITS
USING AUTHORATIVE DATA TO CREATE A TRIABLE ISSUE OF
FACT REGARDING THE REASONABLE CERTAINTY OF THE

DAMAGES.

Petitioners submitted substantial evidence of its lost profits using market data
from authoritative sources, including TURSS’s own analysis and admissions. (C. 2162,
2178-79 V2)

Petitioners’ expert, Paul Cohen, offered a detailed analysis of Plaintiff’s damages.
Mr. Cohen is an attorney who has represented and counseled landlords in all aspects of
property management for over thirty-five years. (C. 2150-2151 V2) Mr. Cohen also
served on the NAA lease committee and worked with the NAA on their lease product
almost from inception. (C. 2152 V2) Based on his knowledge of the marketplace, Mr.
Cohen opined that when the parties’ Marketing Agreement was executed in 2009 there
was large market demand for electronic residential leases. (C. 2154 V2) Indeed, Cohen
stated that while in 2009 the NAA lease was the only significant competitor in the
market, now there are many other companies in the market, including Yardi, RealPage,
Legal Forms, Legal Templates, Rocket Lawyer, Legal Nature, Legal Contracts, Law
Depot, Landlord, Landlord Lease Forms, EZ Landlord Forms, Tenant Tech, and Zillow.
(C. 2163 V2) The entry of so many other businesses into the market since the time
TURSS should have made the Helix products available to its customers is highly
probative evidence of the large market demand that existed for an electronic lease
available over the internet.

Mr. Cohen also estimates Petitioners’s damages based on authoritative market
data, including a survey by US marketing firm Marketing Sherpa and publications by
JDR Group and other published sources. (C. 2159-60 V2) Mr. Cohen uses industry
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standard conversion rates to estimate Plaintiff’s damages. (C. 2159-60 V2)
Significantly, Cohen’s estimate uses conservative estimates in connection with his
analysis. (C. 2159-2161 V2) Cohen also relies upon the direct income of the NAA lease,
as reported on its IRS Form 990, which a substantially similar product from the only
significant third-party competitor at the time. (C. 2159-2161 V2)

Mr. Cohen, based on his expertise in the area and knowledge of both the Helix
product and the NAA product, opines that the Helix product is of the highest quality and
is actually superior to the NAA product. (C. 2156-2158 V2) However, Mr. Cohen’s
report does not rely on the fact that the Helix leases were superior to the NAA lease to
conclude that there was a large demand for the Helix product. (C. 2147-2171 V2)

Similarly, Petitioner’s expert, Stan V. Smith, a Ph.D. in economics from the
University of Chicago, offered a detailed analysis of Plaintiff’s damages. (C. 2172 V2)
Significantly, Dr. Smith analyzed data from the U.S. Census Bureau’s American Housing
Survey to determine what the actual market was for a lease product. (C. 2178 V2) Dr.
Smith also used a very conservative revenue figure for Helix from the leases at $5 per
lease and used a conservative market penetration of only 1.5% for the first year. (C. 2178
V2) Smith also relies upon the NAA lease profits as set forth in IRS filings. (C. 2178-79
V2)

Additionally, Helix provided a five-year revenue projection done by TURSS’s
head, Michael Britti, and by Transunion’s analysts. This projection is also substantial
evidence of Plaintiff’s damages. (C. 252-54, 267-270) The projections estimate profits
to Helix in the first five years of sales of over $23,000,000 from sales to SmartMove
customers alone. (C. 252-54, 267-270) These projections were created by TURSS itself
using authoritative data. (C. 252-54, 267-270) TURSS’s assertion that these projections
cannot be used as a basis for calculating lost profits because of the integration clause in
the Agreement are a basic misunderstanding of the law. Helix offered these projections

as evidence of its lost profits, and not for the purpose of interpreting or adding obligations
19
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to the Marketing Agreement.

An Affidavit of Petitioner Ivey in support of its Opposition to its Motion for
Summary Judgment also provides substantial support for the claimed damages. (C. 2199-
2212 V2) This Affidavit provided substantial evidence regarding the demand for an
electronic lease based on his experience serving on the NAA lease committee. (C. 2199-
2212 V2)

The Circuit Court and Appellate Court erred by not analyzing this expert
testimony based on market data from authoritative sources and finding that it created a
triable issue of fact regarding whether the claimed lost profits could be proven with
reasonable certainty. Indeed, the only analysis of the expert testimony was done by
Justice Walker, in his dissent, in which it was held that there was a triable issue of fact
regarding Petitioners’ claimed lost profit damages. The overly strict application of the
new business rule by these and other Illinois courts conflicts with the courts’ disposition
towards the new business rule in Tri-G, Inc., Milex, and other Illinois cases, and is

deserving of resolution by the Illinois Supreme Court.

CONCLUSION

Wherefore, for the foregoing reasons, Petitioners request that this Court grant its

petition for leave to appeal.
Respectfully submitted,

/s/ Michael 1. Zweig

Michael 1. Zweig

103 South Greenleaf Street, #G
Gurnee, Illinois 60031

P: 866.602.3000

Attorney #74025

Jason R. Bendel

Bendel Law Group
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2021 IL App (1st) 200894
No. 1-20-0894
Opinion filed October 18, 2021
First Division

IN THE
APPELLATE COURT OF ILLINOIS
FIRST DISTRICT

ROGER IVEY and HELIX STRATEGIES, LLC, a Appeal from the
Limited Llablhty Company, Circuit Court of
Cook County.

Plaintiffs-Appellants,

v. No. 18 L 13423

Honorable
Michael F. Otto,
Judge, presiding.

TRANSUNION RENTAL SCREENING SOLUTIONS,
INC.,

N N N N N N N N N N

Defendant-Appellee.

PRESIDING JUSTICE HYMAN delivered the judgment of the court, with opinion.
Justice Coghlan concurred in the judgment and opinion.
Justice Walker dissented, with opinion.

OPINION

g1 Roger Ivey formed Helix Strategies, LLC, (Helix) to create and sell customizable lease
forms, a product, according to Ivey, unavailable in the rental market. Defendant Transunion Rental
Screening Solutions (TURSS) entered into a nonexclusive marketing agreement with Ivey to build
a platform to sell the leases on its website. After delays of nearly five years, TURSS decided not
to build the platform or sell Helix’s leases. Ivey and Helix sued TURSS, alleging breach of

contract, fraud, and promissory estoppel and seeking over $23 million damages. The trial court

A-92 App. 1
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dismissed the fraud claim with prejudice, finding Helix could not establish (i) the elements of
promissory fraud, including TURSS’s intent to defraud; (ii) Helix’s reasonable reliance; or (iii)
proximate causation. The trial court also granted summary judgment for TURSS on the breach of
contract claim, finding Helix’s damages as too speculative.
2 After the trial court denied Helix’s motion to reconsider and granted TURSS’s motion for
a final judgment, Helix appealed, arguing the trial court erred in (i) granting summary judgment
on the breach of contract claim due to the speculative nature of the damages, (ii) denying nominal
damages and attorney’s fees, and (iii) dismissing the fraud claim.
q3 We affirm. The trial court did not err in finding Helix’s damages were too speculative as,
under the new business rule, Helix could not present evidence estimating actual sales of its new,
customizable leases. The trial court also did not err in declining to proceed to trial on nominal
damages or in denying Helix’s request for attorney’s fees. Further, the trial court correctly
dismissed the fraud claim where Helix failed to present facts showing TURSS acted with the intent
to defraud.
14 Background
q5 Helix is a Colorado limited liability company formed to provide residential property
management lease forms and related services to landlords and other property management
companies. Ivey serves as its president and chief executive officer. TURSS is a Delaware
corporation with offices in Illinois and a subsidiary of the credit reporting agency Transunion,
LLC. TURSS provides consumer credit and background screening services to property
management companies and landlords. TURSS developed two Internet platforms to offer its
screening services: MySmartMove.com, a website directed at small portfolio landlords, and
CreditRetriever, directed to larger, professional commercial customers.

2.
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q6 In 2007, Ivey worked as the assistant vice president and property operations counsel of
UDR, Inc., a publicly-traded real estate investment trust. At the time, only one meaningful
electronic lease product for landlords existed: a “one size fits all” lease the National Apartment
Association (NAA) made available to its dues-paying members. Recognizing a need, Ivey met
with Michael Britti, vice president of TURSS, to discuss the possibility of TURSS building an
online platform to sell a customizable, electronic lease form that Ivey would create. In September
2008, Ivey left UDR to form Helix, purportedly based on assurances from Britti that TURSS would
build the online platform no later than mid-2009.
q§7 The Marketing Agreement
q8 In March 2009, Helix and TURSS entered into a five-year marketing agreement that
required TURSS to build an online platform for Helix’s lease documents. TURSS would receive
35% of “all collected revenue (excluding any taxes) generated” from the sale of Helix’s leases,
and Helix would receive 65%.
19 The marketing agreement created no obligations of exclusivity, stating: “Nothing in this
Agreement shall prevent Helix from independently marketing and selling its products to and
through any and all third parties, including, without limitation, to TURSS’ Subscribers and
competitors, without obligation to TURSS[.]” Also, TURSS could partner with other vendors to
provide similar forms to TURSS customers. The marketing agreement included this specific
limitation of liability:
“In no event shall either party be liable for any consequential, incidental, indirect, special,
or punitive damages incurred by the other party and arising out of the performance of this
agreement including, but not limited to, loss of goodwill and lost profits or revenue,

whether or not such loss or damage is based in contract, warranty, tort, negligence, strict

-3
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liability, indemnity or otherwise, even if a party has been advised of the possibility of such
damages. These limitations shall apply notwithstanding any failure of essential purpose of
any limited remedy ***. TURSS shall not be liable for any and all claims arising out of or
in connection with this agreement brought more than twelve (12) months after the cause of
action has accrued. Except as otherwise set forth above, the parties’ (together with their
respective parents’ and affiliates’) total liability under this agreement shall not exceed the
aggregate amount of TURSS’ revenue share paid by Helix, under this agreement, during
the twelve month (12) month [sic] period immediately preceding such claim. The foregoing
limitations of liability shall not apply in the event and to the extent a party is harmed by
the willful or intentional, wrongdoing of the other party.” (Emphasis omitted).

q10 Project Delays

11 Despite TURSS’s repeated assurances that a platform for Helix’s leases was in

development, the project experienced extensive delays until shelved in 2014.

12 In August 2009, Britti left TURSS. His replacement, Mike Mauseth, regularly spoke with

Ivey about TURSS’s progress on the electronic platform. In September 2009, a TURSS business

analyst told Ivey that TURSS would complete the platform by year’s end. It did not.

13 InFebruary 2010, Mauseth and other TURSS employees told Ivey that TURSS had not yet

“allocated sufficient resources to complete the platform,” but “was committed to building the

platform and selling Helix services[.]” TURSS later asserted, falsely Ivey contends, that the delays

occurred because TURSS had to devote considerable time and resources to rebuilding its

CreditRetriever and MySmartMove platforms due to stability problems.

14 In March 2010, TURSS agreed to amend the marketing agreement, extending it another

five years from the date TURSS would offer the Helix lease documents for sale. The amendment

-4 -
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added that TURSS anticipates that “the software platform(s) provided for in the Agreement and
the Helix Services will be made available for purchase by TURSS’ Subscribers approximately in
June 2010 (without making any specific guarantee regarding this date).” It also stated, “The
extension of the Agreement will not be construed as an approval by Helix of unreasonable delays,
if any, by TURSS in performance of the Agreement.”

15 Ivey made numerous inquiries with TURSS in 2010 and 2011. Delays continued. Helix,
meanwhile, worked on developing its product and marketing it to other companies. Helix entered
into agreements with two other companies but made no sales.

16 On January 5, 2012, Ivey spoke with Mauseth and Timothy Martin from TURSS. Both
reiterated TURSS’s commitment but advised of delays into 2013. A few weeks later, Martin sent
Ivey a follow-up letter, explaining that he had reviewed the marketing agreement and discussed
the project with the TURSS team. “Based on that review,” Martin wrote, “I am confident that
TURSS is complying with its contractual obligations and acting in good faith and, to date, has
spent significant time” developing the software platform, which continued to “be in the TURSS
development queue, though other priorities, including system stability, have taken precedence.
This extended timeframe has been reasonable. A system that includes forms but is not stable is not
in anyone’s interest.”

17 After more delays, Ivey contacted TURSS in October 2014. The employees he reached
knew nothing about the marketing agreement and, in an email exchange, stated, “no one is left at
TURSS who was involved in the Helix project.”

q18 C. Procedural History

19 On July 20, 2015, Helix and Ivey filed a four-count complaint against TURSS. Count I,

brought by Helix, alleged “willful and intentional’’ breach of contract. Counts II, III, and IV,

-5-
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brought by Ivey and Helix, alleged, respectively, fraud, negligent misrepresentation, and
promissory estoppel. TURSS filed a motion for summary judgment on all counts. After a hearing,
the trial court granted summary judgment for TURSS as to counts I, III, and IV. The court found,
relevant here, that the “exception to the limitations period for willful or intentional wrongdoing
doesn’t apply to breach-of-contract actions,” adding that, “the one-year limitations contained in
paragraph 11 of the contract dooms the action for breach of contract” because based “on the
evidence before the court, there is no genuine issue of material fact that, according to plaintiff’s
allegations, this cause of action for breach of contract accrued well before the one year Helix filed
its complaint.”

9420 The court found count II, alleging fraud, inadequate as a matter of law because it did not
specifically identify the facts underlying the claims. But rather than granting TURSS’s motion for
summary judgment, the trial court sua sponte struck the fraud claim and allowed Helix leave to
replead. As to negligent misrepresentation, the trial court barred the claim under the Moorman
doctrine. Finally, on promissory estoppel, the court ruled the claim “firmly rooted in contract law
and isn’t willful or intentional as those terms are used under Illinois law.”

21 Helix filed a motion to reconsider the entry of summary judgment on their claims for breach
of contract and promissory estoppel. While the motion to reconsider was pending, Helix filed a
three-count, first amended complaint alleging breach of contract (count I), fraud (count II), and
promissory estoppel (count III). But Helix did not replead the claims for breach of contract and
promissory estoppel to preserve those issues for review.

22 TURSS filed a combined motion to dismiss under section 2-619.1 of the Code of Civil

Procedure. 735 ILCS 5/2-619.1 (West 2020). TURSS argued that the fraud claim remained legally
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and factually deficient under section 2-615 (id. § 2-615) and asked the trial court to dismiss all of
the counts under section 2-619(a)(9) (id. § 2-619(a)(9)) as time-barred and for lack of damages.
923  After briefing and argument on both motions, the trial court granted Helix’s motion to
reconsider, in part, but proceeded to dismiss all claims in the amended complaint with prejudice.
Specifically, the trial court concluded that although a genuine issue of material fact existed
regarding whether Helix filed the claims within one year of learning of the alleged breach of
contract, Helix had failed to identify recoverable damages. The court explained, “this breach of
contract action, I believe, still falls squarely within the ambit of the limitations of liability provision
in the contract, damages limitations and all, so compensatory damages are barred, and any damages
recoverable—or the only damages recoverable are the aggregate amount of TURSS’ revenue share
paid by Helix under the contract during the 12-month period immediately preceding such claim.
In that case, that would be zero. So[,] the breach of contract action is still doomed|.]”

24 In dismissing the fraud count under section 2-619, the trial court stated the complaint and
the exhibits refute the promissory fraud theory that the defendant had no intent to honor its contract
from the onset and undermines other elements of fraud, including reasonable reliance and
proximate cause.

25 Helix appealed. Another panel of this court dismissed the appeal without reaching the
merits, finding that the order had not definitively disposed of all claims, and included no grounds
for an appeal under Illinois Supreme Court Rule 304(a) (eff. Mar. 8, 2016). Ivey v. Transunion
Rental Screening Solutions, Inc., 2018 IL App (1st) 171592-U.

26 Onremand, TURSS moved for final judgment. Simultaneously, Ivey filed a motion asking
the trial court to reconsider its ruling on Helix’s breach of contract claim and Ivey’s promissory

estoppel claim based on the holding in Home Healthcare of lllinois, Inc. v. Jesk, 2017 IL App (1st)

-7 -
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162482, issued during the appeal. The Jesk court found that parties were free to agree to exclude
willful misconduct or gross negligence from the scope of a limitation of liability provision. /d.
4 45. Relying on Jesk, Helix argued they could avoid the limitation on liability provision by
proving TURSS committed willful or intentional wrongdoing.

427 The trial court denied TURSS’s motion for final judgment and granted Helix’s motion to
reconsider on Helix’s breach of contract claim, leaving open the issue of whether Helix could state
a claim for damages. But the trial court denied the motion to reconsider the promissory estoppel
claim and dismissed it with prejudice.

928 The case then proceeded on Helix’s sole remaining breach of contract claim with Ivey
removed as a plaintiff. On September 6, 2019, TURSS moved for summary judgment on Helix’s
breach of contract claim, arguing Helix did not sufficiently prove actual damages. In addition,
TURSS contended, in part, that Helix’s alleged contract damages, consisting solely of purported
lost profits, were too speculative under Illinois’s “new business rule.”

29 Insupport of its argument of lost profit damages, Helix submitted reports from two experts,
Paul Jay Cohen and Dr. Stan V. Smith. Cohen concluded, “if TURSS had performed in accordance
with the parties” Marketing Agreement,” Helix would have made over $102,936,075 over five
years. Smith looked at market data and the NAA’s annual revenue from its National Lease
Programs to issue a report concluding Helix’s total lost revenue during the five-year contract was
$42,949,247, and $120,530,266 to $145,586,153 during the 10 years immediately after the parties
entered into the nonexclusive contract. Helix also cited Milex Products, Inc. v. Alra Laboratories,
Inc., 237 11l. App. 3d 177 (1992), which permitted a plaintiff new to the generic drug business to
recover lost profits based on expert testimony detailing actual sales of the generic drug in the

marketplace, which “was based upon fact, not speculation.” Id. at 192

-8-
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30 After argument, the trial court granted summary judgment for TURSS, stating:

“The Milex case is clearly distinguishable to me. The leases here are—the leases
that Helix sought to market were designed from the outset to be different than the NAA—
different from the NAA leases on which the experts sought to base their calculations of
the profits Helix may have lost.

I just believe that the expert projections were too speculative under the New
Business Rule to allow to go to a jury. I’ll note as well that Milex is somewhat sui generis.
It’s perfectly understandable why the plaintiffs relied on it. It’s the best case for them by
far. But what was going on there, the generic drugs by my reading of the case, the Appellate
Court allowed it because the products were identical, and they found that the sales from
these other two companies were sufficient to establish a rational basis for calculations of
the lost profit.”

31 Helix filed a motion to reconsider; TURSS filed a motion for entry of final judgment. Helix
opposed the motion, asserting it should recover nominal and out-of-pocket damages as well as
attorney’s fees. TURSS argued that no Illinois court has allowed a case to proceed to trial on the
possibility of recovering nominal damages.

932 After briefing and argument, the trial court denied Helix’s motion to reconsider and granted
TURSS’s motion for a final judgment. The trial court entered a written order disposing of all

matters, closing the case.

33 Analysis
q 34 Standards of Review
9.
A-100 App. 9
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35 We review a trial court’s grant of summary judgment de novo. Argonaut Midwest
Insurance Co. v. Morales, 2014 1L App (1st) 130745, 9 14. For summary judgment, the movant
must show (1) no triable issue of material fact exists and (i1) entitlement to judgment as a matter of
law. 735 ILCS 5/2-1005(c) (West 2020). Genuine issues of material fact involve disputed material
facts or, if undisputed, that reasonable persons might draw different inferences from those facts.
Id. This court may affirm a trial court’s grant of summary judgment on any basis appearing in the
record regardless of the trial court’s reasoning. Harlin v. Sears Roebuck & Co., 369 1ll. App. 3d
27, 31-32 (20006).

36 A motion to dismiss a claim based on section 2-619 admits the legal sufficiency of the
plaintiff’s allegations but asserts affirmative matter that avoids or defeats the claim. DeLuna v.
Burciaga, 223 111. 2d 49, 59 (2006). On review, we accept well-pled facts as true and construe the
facts in the light most favorable to the nonmoving party. Krozel v. Court of Claims, 2017 IL App
(1st) 162068, 9 13. We review a trial court’s section 2-619 dismissal de novo. Grady v. Illinois
Department of Healthcare & Family Services, 2016 IL App (1st) 152402, 9] 9.

q37 New Business Rule

438 Helix contends the trial court erred in precluding them from proving damages.

¢ ¢

39 In a breach of contract case, a plaintiff must “ ‘establish an actual loss or measurable
damages resulting from the breach in order to recover.” ” In re Illinois Bell Telephone Link-Up II
& Late Charge Litigation, 2013 IL App (1st) 113349, 9 19 (quoting Avery v. State Farm Mutual
Automobile Insurance Co., 216 1ll. 2d 100, 149 (2005)). A plaintiff’s failure to prove damages
entitles the defendant to judgment as a matter of law. Westlake Financial Group, Inc. v. CDH-
Delnor Health System, 2015 IL App (2d) 140589, 9 39. The plaintiff must establish a reasonable
basis for computing damages. Kirkpatrick v. Strosberg, 385 1ll. App. 3d 119, 130 (2008). The

-10 -
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proper measure of damages is the amount necessary to place the nonbreaching party into the
position it would have been in had the defendant properly performed. In re Illinois Bell, 2013 1L
App (1st) 113349, 9 19. While absolute certainty is not required, the plaintiff must prove damages
with reasonable certainty without resort to conjecture or speculation. /d.

440 The “new business rule” precludes expert witnesses from speculating about possible lost
profits where no historical data demonstrates a likelihood of future profits. SK Hand Tool Corp. v.
Dresser Industries, Inc., 284 111. App. 3d 417,427 (1996). Courts applying this rule allow recovery
for “profits lost due to a business interruption or tortious interference with a contract,” but require
the business be “established before the interruption so that the evidence of lost profits is not
speculative.” Id.; see also Meriturn Partners, LLC v. Banner & Witcoff, Ltd., 2015 IL App (1st)
131883, 9 23. “The reason for the rule is that a new business has yet to show what its profits
actually are.” SK Hand Tool Corp., 284 1ll. App. 3d at 427. Moreover, “[a]s lost profits are
frequently the result of several intersecting causes, the plaintiff must show with reasonable
certainty that the defendant’s conduct caused a specific portion of the lost profits.” 1d.

41 Whether an entity is a “new business” for purposes of the new business rule depends on a
track record of profits to assess estimates of alleged lost profits. See Meriturn Partners, LLC, 2015
IL App (Ist) 131883, 923 (new business rule applies “where there is no historical data to
demonstrate a likelihood of future profits.”); SK Hand Tool Corp., 284 111. App. 3d at 427 (new
business rule turns on whether business has been profitable in past). “There is no inviolate rule
that a new business can never prove lost profits.” (Emphasis in original.) 77i-G, Inc. v. Burke,
Bosselman & Weaver, 222 111. 2d 218, 249 (2006). Indeed, courts have opted not to apply the rule
when damages were “neither speculative nor the product of conjecture, but [were] based upon a

reasonable degree of certainty.” See, e.g., Milex, 237 1ll. App. 3d at 192.
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142 Helix relies primarily on Milex to support its argument that its damages are not speculative
or barred by the new business rule. Milex sought to market and sell a generic version of the fertility
drug Clomid, which had an expiring patent. Milex’s generic drug would have the identical active
ingredient as Clomid. /d. at 179. Milex, a new pharmaceutical company, entered into an exclusive
contract with Alra Laboratories to manufacture the generic drug for Milex. Id. at 180-81. When
Alra reneged, Milex sued for lost profits. /d. at 181. Milex introduced expert testimony about the
profits it contended it lost from the breach. Among other things, the expert considered the price of
the pharmaceuticals, the total number of prescriptions in the market, and the average size of a
prescription. /d. at 184-85. The trial court entered a $3.27 million judgment for Milex, which
accounted for Milex’s lost profits and other damages. The court found that although the generic
drug was a new product, Milex’s expert witnesses showed that the product had an established
market. /d. at 187.

43 In affirming, the appellate court refused to apply the new business rule because Milex’s
expert provided credible testimony demonstrating an established market for the active ingredient
through the performance of two competitors selling generic versions. This provided “a reasonable
degree of certainty” of lost profits. /d. at 193. The court noted precedent for not applying the new
business rule where it “did not fit the circumstances” and found the rule inapplicable when the new
business’ product has an established market.

144 The appellate court cited three cases where the new business rule did not fit the
circumstances. /d. at 192. Each case involved lost profits awards based on actual profits made by
another party operating the actual business at issue throughout the period of the alleged breach or
business interruption. See Malatesta v. Leichter, 186 Ill. App. 3d 602, 621 (1989) (plaintiff was
wrongfully prevented from acquiring an existing car dealership; the new business rule did not

-12-
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apply, and the actual profits of a person who instead operated dealership during the time in question
were not too speculative because the business was established throughout business interruption);
Fishman v. Estate of Wirtz, 807 F.2d 520, 552 (7th Cir. 1986) (plaintiffs were wrongfully
prevented from owning and operating the Chicago Bulls; plaintiffs’ lost profits were not
speculative, as the team continued to operate in hands of another whose profits during relevant
period could guide assessing damages); Rhodes v. Sigler, 44 111. App. 3d 375, 380 (1976) (plaintiff
was wrongfully prevented from using farmland to grow crops for year; actual crops grown by
defendants on same farmland during year were valued to determine lost profits); see also SK Hand
Tool Corp., 284 111. App. 3d at 428 (recognizing that cases cited in Milex involved awards “based
on actual profits made by established, profitable businesses” and distinguishing cases cited in
Milex because facts before court involved alleged lost profits based on hypothetical profits).

45 Helix contends that, as in Milex, it presented expert testimony of lost profits with a
reasonable degree of certainty to preclude the new business rule. Specifically, Helix maintains its
expert, Cohen, presented evidence of the profits of a similar business, the NAA, and its lease
product while Smith analyzed data from the U.S. Census Bureau’s American Housing Survey to
determine the actual market for the lease product. According to Helix, this evidence of lost profits
established damages or, at minimum, created a question of fact regarding damages to preclude
summary judgment. We disagree.

46 Unlike the actual demand for a generic drug in Milex, Helix does not base its alleged lost
profits on actual sales of another entity operating a comparable business. Instead, Helix’s only
comparison is to the NAA lease, a product Helix acknowledges as vastly different. Indeed, from
the outset, Helix intended to create a new lease product “with many unique qualities” as an

alternative to NAA’s lease. In an affidavit and at his deposition, Ivey identified shortcomings with
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the NAA lease that Helix intended to resolve. These shortcomings included that the NAA lease (i)
contained provisions “very unique” to Texas law; (i1) was expensive, only available to dues-paying
members, and charged fees for each page and the lease software; (ii1) averaged a length of over 20
pages; (iv) provided only a limited number of forms; (v) could not be customized; (vi) failed to
update quickly; and (vii) contained provisions unfavorable to landlords. In addition, the NAA
platform had become “unpredictable and cumbersome” and had not been integrated with other
services. Helix’s expert, Cohen, also identified ways Helix’s lease differed from and improved on
the NAA lease, which he described as a flawed and inferior product.

147 Moreover, Ivey testified that the Helix leases not only differed from NAA concerning the
products’ characteristics but also amounted to “a different animal in a lot of ways,” including the
TURSS platform on which the leases would be sold. As Helix’s experts noted, as a not-for-profit
organization, NAA was “not in the business of selling leases,” and its lease product “is merely a
product they offer to their members,” not to the public. In contrast, Helix would sell its leases for
profit on TURSS’s rental screening website. TURSS had not sold electronic lease products on its
platforms, whether from Helix, the NAA, or other entities. Though the NAA had marketing
agreements with TURSS and other companies, it sold leases on its website only after customers
became NAA members.

48 Inlight of the undisputed facts regarding the differences between the NAA and Helix lease
products, the lost profit analysis differs “inherently” from that in Milex. See TAS Distributing Co.
v. Cummins Engine Co., 491 F.3d 625, 635 (7th Cir. 2007). So, we agree with the trial court’s
well-reasoned treatment of Milex.

49 Helix contends, however, that neither Milex nor its progeny requires comparison to an

identical business or product to apply an exception to the new business rule. Instead, Helix asserts,
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a plaintiff needs to present evidence of profits from “similar” or “comparable” products, and
NAA’s product meets that standard. Helix relies on Antrim Pharmaceuticals LLC v. Bio-Pharm,
Inc., 310 F. Supp. 3d 934 (N.D. I1l. 2018) as “persuasive authority.”

50 Like Milex, Antrim involved alleged lost profits from sales of a generic pharmaceutical
drug. The plaintiff’s expert established damages by analyzing the generic drug’s established
market and actual sales. The defendant contended that the plaintiff’s expert opinion regarding lost
profits of its new business could not be relied on because the plaintiff was a “virtual business,”
unlike the other companies the expert analyzed. The trial court rejected that argument, stating,
“[n]othing in Milex suggests that the sort of identity of structure or functioning that Bio-Pharm
advocates is required. The relevant comparison in Milex is between the plaintiff’s claimed lost
profits and the profits of other similar businesses, using ‘actual products in the marketplace as well
as authoritative sources for the data [that the expert] used.” ” Id. at 946 (quoting Milex, 237 Ill.
App. 3d at 192). The court denied the defendant’s motion for summary judgment, concluding that
the defendant did not establish that plaintiff’s supposed status as a “virtual company” undermined
the validity of the expert’s comparison between businesses.

51 Helix contends that, similarly, it need not present evidence of profits of an identical
business or product to find that its lost profits are not speculative and that its experts established
its lost profits with reasonable certainty. But the “virtual business” in Antrim did not refer to the
plaintiff’s marketing, sales platform, method of sale, or product. Instead, it referred to something
irrelevant in assessing lost profit, the plaintiff’s corporate structure. /d. Conversely, as noted,
Helix’s leases and the NAA lease and their selling platforms differ markedly.

52 Alternatively, Helix argues that because Ivey had been creating lease products for years

and TURSS had been selling third-party leases, neither qualified as a “new business.” But the new
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business rule has nothing to do with the date of a company’s launch; it applies unless a company
can present evidence of past, actual profits from which to assess estimates of alleged lost profits.
See Kinesoft Development Corp. v. Softbank Holdings Inc., 139 F. Supp. 2d 869, 909 (N.D. III.
2001) (past successes related to other businesses or products provide insufficient basis to find
plaintiff’s claims fall outside scope of Illinois’s new business rule).

453 Helix suggests the new business rule has been “discredited” and is no longer good law,
citing Parvati Corp. v. City of Oak Forest, 709 F.3d 678 (7th Cir. 2013). But Parvati involved a
misuse of the new business rule. Indeed, the court described the city’s invocation of the rule as
“perverse.”

54 The plaintiff in Parvati alleged that the defendant city employed racially discriminatory
zoning. In dicta, the court said, “[t]he rule is based on the correct observation that it is more
difficult to establish loss objectively when a business is strangled in its cradle, for then there is no
history of profit and loss from which to extrapolate lost future profit—the profit the business would
have earned had it not been killed or wounded by the defendant. But it doesn’t make sense to build
on this insight a flat prohibition against awarding damages in such a case; the general standard
governing proof of damages, which requires a plaintiff to make a reasonable estimate of its
damages as distinct from relying on hope and a guess, is adequate for cases in which a new business
is snuffed out by a wrongdoer.” Id. at 685.

55 The trial court here said nothing about a “flat prohibition,” but that Helix’s evidence of
alleged lost profits was too speculative to reach a jury. Further, Illinois courts have continued to
recognize the new business rule, notwithstanding Parvati’s dicta. See, e.g., Meriturn Partners,

LLC, 2015 IL App (1st) 131883.
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56 The dissent contends we misconstrue the new business rule by requiring “proof of actual
profits for effectively identical products” and no cases impose similar exacting standards, relying
on Schatz v. Abbott Laboratories, Inc., 51 1ll. 2d 143, 147-48 (1972). Infra, 4 83-84. But Schatz,
which did not involve the new business rule so has no applicability here, made the unremarkable
observation that “absolute certainty” as to lost profits is not required. Schatz, 51 1ll. 2d at 147. We
agree. Helix was required to present proof of its damages to “a reasonable degree of certainty,”
which, as we’ve noted, it failed to do.

457 Further, to contend Helix met its burden on damages, the dissent cites a 45-year-old federal
district court case, Perma Research & Development Co. v. Singer Co., 402 F. Supp. 881, 889
(S.D.N.Y. 1975), aff'd, 542 F.2d 111 (2d Cir.1976). Again, the dissent’s case misses the mark.
There, the inventor of a newly patented anti-skid device sued the patent assignee for breaching a
contract to use best efforts to market the product. The trial court found the defendant’s projected
sales for the device provided a rational basis for calculating the lost profits because the defendant
relied on those figures in deciding to enter the contract. Although one of Helix’s experts cited
TURSS’s projected sales in his estimate, he relied on several other factors as well. More
importantly, neither party presented evidence showing reliance on the estimate in deciding to enter
into the contract. Further, in Perma Research, while newly patented, comparable devices were
sold in the market. Conversely, as noted, Helix created a “different animal” from anything then
available.

q58 Out-of-Pocket and Nominal Damages

59 Nevertheless, Helix contends the trial court erred in granting summary judgment on its
breach of contract claim because, at minimum, it should recover out-of-pocket and nominal

damages.
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460 As a preliminary matter, TURSS contends Helix waived the issue by not raising it in
response to the motion for summary judgment. We deem issues not raised in the trial court waived.
See Cochran v. George Sollitt Construction Co., 358 Ill. App. 3d 865, 872-73 (2005). Helix,
however, raised the issue at the hearing on the motion for summary judgment, so we reject
TURSS’s contention. Boatmen’s Bank of Benton v. Durham, 203 I11. App. 3d 921, 925 (1990) (an
affirmative defense raised during summary judgment hearing was not waived).

61 Butstill, Helix failed to present sufficient evidence to support its request for “modest out-
of-pocket expenses.” The plaintiff has the burden to present evidence of each element of its claim,
including damages. See Ollivier v. Alden, 262 111. App. 3d 190, 196 (1994) (“As the party seeking
to recover, the plaintiff bears the burden of proving that he or she sustained damages resulting
from the breach and establishing both the correct measurement of damages and the final
computation of damages based on that measurement.””) Helix failed to meet this burden.

62 At his deposition, Ivey said Helix’s damages included “out-of-pocket costs,” among other
purported damages, but Helix provided no evidence detailing the amount. A conclusory statement
like Ivey’s does not provide a sufficient basis to establish (i) Helix sustained damages, (ii) the
damages resulted from a breach of contract, or (iii) a proper measurement of those damages. While
damages do not need to be calculated with mathematical precision, basic contract theory requires
reasonable certainty and precludes damages based on conjecture or speculation. Razor v. Hyundai
Motor America, 222 111. 2d 75, 106-07 (2006).

63 Absent evidence of damages, we will not reverse to permit the recovery of nominal
damages. Mayster v. Santacruz, 2020 IL App (2d) 190840, § 47. Thus, the trial court correctly
entered summary judgment on Helix’s breach of contract claim.

q 64 Attorney’s Fees
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65 Helix seeks attorney’s fees under section 13 of the marketing agreement, which provides,
“The prevailing party will be entitled to recover reasonable attorneys’ fees and other actual and
reasonable costs in enforcing this agreement.”

66 Toaward fees, a party can be considered a “prevailing party” when it “is successful on any
significant issue in the action and achieves some benefit in bringing suit [citation], receives a
judgment in his favor [citation] or by obtaining an affirmative recovery.” Grossinger Motorcorp,
Inc. v. American National Bank & Trust Co., 240 1ll. App. 3d 737, 753 (1992). A party does not
have to succeed on all claims to be considered the prevailing party. Peleton, Inc. v. McGivern’s,
Inc., 375 1ll. App. 3d 222, 227 (2007) (citing Powers v. Rockford Stop-N-Go, Inc., 326 1ll. App.
3d 511, 515 (2001)). On the other hand, ““ ‘when the dispute involves multiple claims and both
parties have won and lost on different claims, it may be inappropriate to find that either party is
the prevailing party.” ” Id. at 227-28 (quoting Powers, 326 Ill. App. 3d at 515).

67 Helix asserts it qualifies as the “prevailing party” because the trial court rejected TURSS’s
arguments that (i) the marketing agreement did not impose a duty to perform, (ii) it could not have
breached the contract because there was no deadline for performance, and (iii) the limitations of
liability provision in the marketing agreement insulated TURSS from any breach of contract claim.
68 We disagree. Helix did not prevail on any significant issue, given that TURSS obtained
summary judgment on the breach of contract claim and had the fraud claim dismissed with
prejudice. Helix maintains it benefited from bringing the lawsuit due to the ruling that TURSS had
a duty to perform, which may permit Helix to seek specific performance. But the trial court’s ruling
amounts to neither a finding TURSS must perform or Helix deserves specific performance.
Moreover, Helix did not seek specific performance, so contending it may prevail on the claim in

the future constitutes pure conjecture.
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469 Moreover, even if Helix succeeded on one of its claims, given that each party won and lost
on different claims, neither party is entitled to prevailing party fees. /d.

170 Dismissal of Fraud Claim

71 Helix argues the trial court erred in dismissing its fraud claim under section 2-619 because
it properly pled all elements of a promissory fraud claim. Specifically, (i) TURSS repeatedly made
false representations of material fact, asserting its intention to complete the electronic software
platform and market the Helix leases on its website, (ii) Helix reasonably relied on those
representations, including Ivey, who left gainful employment to start, fund, and operate Helix, and
(ii1) Helix suffered injury in the form of lost revenue and income.

72 A party asserting a claim for promissory fraud must allege a “false statement of material
fact; *** knowledge or belief of the statement’s falsity; *** intent to induce the plaintiff to act or
refrain from action on the falsity of the statement; *** the plaintiff reasonably relied on the false
statement; and *** damage from such reliance.” Bayview Loan Servicing, LLC v. Szpara, 2015 IL
App (2d) 140331, 9 34.

73 The trial court concluded that allegations of the first amended complaint refuted Helix’s
allegation of an intent to defraud when TURSS made the promises. The trial court concluded
“defendant was, in fact, taking this contract seriously at the outset,” noting that the complaint
alleged (i) TURSS assigned a particular employee to be in charge of the project, (ii) an amendment
extended the term of the contract, (iii) there were “other delays,” and (iv) in a letter dated January
19, 2012, TURSS responded to a request to re-review the delays. Thus, the trial court held that
these allegations contradicted Helix’s allegations of fraudulent intent, and we agree.

74 Helix contends that the allegations further, rather than disprove, its fraud claim. Helix

reasons that TURSS deceived it into thinking the project was moving forward by appearing to
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work on the platform and pretending someone was in charge of overseeing it. But Helix presents
no evidence of deception, such as TURSS not intending to build the platform or purposely causing
the delays. Significantly, the marketing agreement included a nonexclusivity clause permitting
either party to sell leases outside the agreement.

75 We agree with the trial court that Helix’s allegations fail to allege that TURSS acted with
the intent to defraud and support the opposite finding. TURSS showed that it intended to follow
through, but a series of delays stymied its efforts.

76 Other Terms of the Marketing Agreement

4177 Helix also asserts that the trial court erred in finding that other provisions of the marketing
agreement supported dismissing the fraud claim. Helix points to the absence of a completion date,
the inclusion of a merger clause, and a nonexclusively provision. Helix insists these provisions
made it impossible to prove reasonable reliance, proximate causation, and damages.

78 According to Helix, a reasonable time is implied, despite the absence of a completion date.
See Werling v. Grosse, 76 1ll. App. 3d 834, 842, (1979). What constitutes a reasonable time
depends on several factors, including the facts, the nature of the circumstances, and the product.
See Yale Development Co. v. Aurora Pizza Hut, Inc. 95 1ll. App. 3d 523, 525 (1981). Since the
contract implies a reasonable amount of time to complete the platform, it could reasonably rely on
TURSS’s repeated promises. But, as the trial court noted, that rule applies to breach of contract,
not fraud claims.

79 Further, the agreement prohibits oral modification and “may not be altered, amended, or
modified except by written instrument signed by the duly authorized representatives of both
parties.” So the agreement prevents Helix from showing reasonable reliance on alleged oral

misrepresentations after the execution of the marketing agreement.
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80 Finally, the nonexclusivity provision permits Helix to sell the leases outside the agreement,
preventing reasonable reliance. McKown v. McDonnell, 31 111. App. 2d 190 (1961) (broker with
nonexclusive right to list property had no claim for conspiracy to defraud because vendor and
purchaser owed no duty to deal exclusively with him).
81 Affirmed.
982 JUSTICE WALKER, dissenting:
83 Irespectfully dissent because the standard set by the majority interprets the exceptions to
the new business rule too narrowly, thereby shielding too much misconduct from liability. Our
supreme court has explained that when a new business sues for lost profits,

“absolute certainty as to the amount of loss or damage in such cases is

unattainable, but that is not required to justify a recovery. All the law requires is

that it be approximated by competent proof. That proof of the exact amount of

loss is impossible will not justify refusing compensation. If that were the law,

contracts of the kind here involved could be violated with impunity. All the law

requires in cases of this character is that the evidence shall with a fair degree of

probability tend to establish a basis for the assessment of damages.” (Internal

quotation marks omitted.) Schatz v. Abbott Laboratories, Inc., 51 11l. 2d 143, 147-

48 (1972).
84 No case supports the majority’s restriction of the exception to the new business rule to
proof of actual profits for effectively identical products. The restriction, which permits parties to
breach many contracts with impunity, conflicts with the reasoning of Schatz and with the rule in

most jurisdictions. The majority’s reasoning conflicts with the general rule.
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“[Clourts in most *** jurisdictions[] have recognized that a new business should not be
prevented from recovering lost profits caused by a breach of contract, merely because of
the absence of a prior track record of profits. *** [M]any courts have recognized the
unfairness in requiring a plaintiff to establish its lost profits with reasonable certainty,
where it is the breaching defendant’s wrongful conduct that has prevented the plaintiff from
establishing with reasonable certainty what, if any, profits it would have realized.” Michael
D. Weisman & Ben T. Clements, Protecting Reasonable Expectations: Proof of Lost
Profits for New Businesses, 76 Mass. L. Rev. 186, 197 (1991).
85 The problem of proving lost profits where the plaintiff sought to market a new product that
improves on products available for sale parallels the problem of proving lost profits when a
defendant breaches a contract to market the plaintiff’s patented invention. Because the invention
differs significantly from other products in the market, the market for other products will not match
the market for the plaintiff’s invention. Nonetheless, courts have in some cases awarded lost profits
as damages when a defendant has breached a contract to market a patented invention. Perma
Research & Development Co. v. Singer Co., 402 F. Supp. 881, 898 (S.D.N.Y. 1975), aff’d, 542
F.2d 111 (2d Cir. 1976), states the general rule:
“Although lost profits in a new venture are not ordinarily recoverable [citation], they may
be awarded where: the lost of prospective profits are the direct and proximate result of the
breach; profits were contemplated by the parties when they entered the contract; and there
is a rational basis on which to calculate the lost profits.”
See also Rogerson Aircraft Corp. v. Fairchild Industries, Inc., 632 F. Supp. 1494 (C.D. Cal. 1986).
86 The court in Perma Research awarded damages based largely on sales projections made

by the defendant’s employees in the process of deciding whether to enter the contract. Perma
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Research, 402 F. Supp. at 901. An expert’s report on the market, supported by sufficient data
concerning comparable products, may also support an award of damages for an unmarketed
product. In ASTech International, LLC v. Husick, 676 F. Supp. 2d 389 (E.D. Pa. 2009), the
defendant, an attorney, negligently failed to obtain a patent for the plaintiff’s pharmaceutical
invention. Because of the lack of a patent, the plaintiff could not market the invention. To prove
damages, the plaintiff presented a report of an expert with “considerable experience *** in the
pharmaceutical field [, who] provide[d] a list of potential buyers, a list of comparable transactions
and projections of sale price and royalty income.” 4STech, 676 F. Supp. 2d at 405-06. The court
found the expert’s report sufficient to present to a jury for assessment of damages.

87 Helix’s expert, Cohen, is an attorney and real estate broker with 35 years of experience,
who served on a Joint State Government Commission on Real Property Law and who worked with
the NAA on its lease forms. He estimated Helix’s loss by using (1) data from the United States
Census on the number of residential leases in the country, (2) data from two Internet sources on
the volume of traffic at Transunion’s website, and (3) industry data on conversion rates, which
show the percentage of site visits that turn into sales, differentiated for distinct industries. Cohen
also used his knowledge of the sales of NAA’s lease forms and the price NAA charged for the
forms to estimate the amount Helix could earn from sales of its products, which Cohen considered
superior to NAA’s product. Cohen found data on the actual sales of another lease form marketed
without Transunion’s reputation and prominence. The other vendor sold approximately 35,000
forms per year for a product Cohen considered substantially inferior to Helix’s product. Using all
the historical information, Cohen estimated that Helix could soon sell 110,000 leases per year,

with market penetration likely to increase steadily.
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488 Helix’s second expert, Smith, who specialized in economic analysis, used Cohen’s research
and Transunion’s own projections to estimate the likely loss Helix suffered due to Transunion’s
failure to provide the promised platform for Helix’s lease sales. The use of Transunion’s
projections echoes the use of Singer’s projections in Perma Research.

89 Both of Helix’s experts based their estimates on data concerning the size of the market,
number of probable page views on a Transunion platform, likely rates of conversion from page
views to sales, and the actual sales of inferior products serving similar needs. The expert testimony
here meets the standards of Milex Products, Inc. v. Alra Laboratories, Inc., 237 1ll. App. 3d 177
(1992), Perma Research, 402 F. Supp. at 898, Rogerson Aircraft Corp., 632 F. Supp. 1494,
ASTech, 676 F. Supp. 2d 389, Antrim Pharmaceuticals LLC v. Bio-Pharm, Inc., 310 F. Supp. 3d
934 (N.D. Ill. (N.D. IIl. 2018), and cases cited in Michael D. Weisman & Ben T. Clements,
Protecting Reasonable Expectations.: Proof of Lost Profits for New Businesses, 76 Mass. L. Rev.
186. The opinions of Cohen and Smith give the trier of fact “a rational basis on which to calculate
the lost profits.” Perma Research, 402 F. Supp. at 898.

490 Based on the reasoning of Schatz and Milex, 1 would apply the exception to the new
business rule in this case, as there is reliable market data to support plaintiff’s claim of damages. I
would find that there are genuine issues of material fact as to whether plaintiff is able to show lost
profits damages to a reasonable degree of certainty as an exception to the Illinois new business
rule. Hence, I would reverse the circuit court’s grant of summary judgment and reman for trial.

Accordingly, I respectfully dissent.
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entitled cause.
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must be filed.

Very truly yours,
CW’(@ A, C’{roudf

Clerk of the Supreme Court

A-119

SUBMITTED - 17343961 - Jason Bendel - 4/1/2022 11:22 PM





