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1 Troy, Michigan 1 Robert Sandau.
2 Wednesday, October 24, 2012 2 VIDEQ TECHNICIAN: Wil the court ¢
3 1:07 pm. 3 reporter please swear in the witness.
4 4 ROBERT SANDAU
5 (Deposition Exhibit No. | marked.) 5 was called a5 a witness and, having been duly swom to |
6 VIDEC TECHNICIAN: We are now on the 6 testify the truth, the whole truth and nothing but the
7 record at 1:07 pm. This is the videotape deposition 7 truh, was examined and testified as follows: 5
8 of Robest Sandau in the matter of Clearlamp, LL.C, 8 VIDEO TECHNICIAN: Please continve.  f
9 versus LKQ Corporation, in the United States District 9 CROSS-EXAMINATION ’ )
lo Court, Eastern District of Michigan. This deposition 10 BY MR CUTLER:
11 is being held at 5445 Corporate Drive, Suite 200, Troy, 11 Q. Good afemoon, Mr. Sandau. Have you had your
12 Michigan, 48698, on October 24th, 2012, 12 deposition taken before? :
13 My name is Rocky Shanteck, and I am the 13 A. Probably 20 years or better. ¢
14 Videographer. Iam present on behalf of Stratos Legal. 14 Q. Okay. I'm going 1o go over a little bit of background [
15 The Court Reporter is Erin Stiman, also present on 15 information just so you understand how the day's going 3
16 behalf of Stratos Legal. 16 to go. 1don't think we'll be here very long, ;i
7 Counsel will now state their appearance 17 A Okay, :
18 and firm: affiliation for the record. 18 Q. Sowe don't have to block off much more of your time ;
19 MR. CUTLER: This is Matt Cutler from 19 But generally as you just know, just saw, the Courl !
i
20 Hamness, Dickey and Plerce on behalf of Clearlamp, LLC| 20 Reporter swore you in. This proceeding here inthis [
21 MR. WEED: Ben Weed from K&L Gates on 21 conference room is intended to be the same as if you |2
22 behalf of LKQ Corp. 22 were giving testimony in a coust of law. :
23 MR. CUTLER: 23 A, Okay, d
24 MR. HALE: Michag! $. Hale of Michael 24 Q. Do you understand that?
25 S. Hale and Associates, PLC, on behalf of the deponent, | 25  A. Yes.
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1 Q. Andis there any physical condition or sickness or any 1 A (Nods head affirmatively.) ]
2 medication you might be taking today that would bamper | 2 (. With that background in mind do you have any questions |
3 your ability to, to give truthful testimony today? 3 about what we're going to be doing today? H
4 A. No. 4 A Nope. ;
5 Q. I'mgoing toask you a number of questions today and 5 Q. Okay. Yl do one other thing too, becanse you were
& I'm going to be asking for your truthful answer. & kind of shaking your head there, but then you did say
7 Counsel, your attorney, and/or Mr. Weed might have the 7 00, the other thing we need 1o have you to today if you
B a reason 1o interpose an objection 10 one of my 8 could is make your responses verbal in natore because
9 questions. 9 they don't show up on the transeript otherwise.
10 A. Okay. 10 A Okay,
11 Q. The objection doesn't mean, urless your attorney 11 Q. The video will get the head nods and whatnot, but for
12 instructs you not to answer, the objection doesn't mean iz the written transeript we need those, Qkay, ic
13 you shouldn't answer the question. }t's just more of a 13 MR. BALE: 1 just want to state for the 1
14 formality, We'll - because we're doing this ina 14 record that this deponent is under subpoena to be here, f
15 conference room and not in front of the judge, we just 15 aithongh he had previously signed a setticment 2
16 bave to mark our objections and then let the judgerule . 116 agreement, which included a confidentiality with his
17 on those at some later date. 17 prior employer, LKQ Corporation, did contain that
18 A. Correct 18 covenant, He's obviously here by court order under
19 Q. Sotheother thing too is 'l be asking you questions, 19 that subpoena, and I just want the record to properly
20 and 1 already talk fast enough, I'm going to try to 20 refiect that.
21 slow down for our Court Reporier, but another thing 21 MR. CUTLER: And iet me, as Jong as we
22 that helps her out a bunch is if you conld wait for me 22 we're tatking about that, let you know, Mike, we are :
23 1o finish my question before you answer, and I will be 23 urider & protective order in this ease, so if anything E
24 do my very best to make sure you've completed your 24 comes out from either side, and you guys want 1o L
25 answer before | ask my next question. 25 designate it as confidential in any way, shape, or :
Page 7 Page 8 i
1 form, just let us know, that's fine, 1 Q. And that should have been more specific; where did you i
2 MR. HALE: Thank vou. 2 20 to work?
3 Q. (ByMr Cutler): Mr, Sanday, I'm going to hand you 3 A Tworked in the automobile repair industry specifically ¢
4 what has been marked as Exhibit No, 1 to this 4 in body shops, mechanical, car dealers. i
5 deposition and ask you if you recognize that document. 5 3. What, what was your first, the first company you worked |
& A, Showing my age. & for in, after you graduated in 19747
7 This is what the gentleman gave to me in 7 A, Atias Coliisien.
8 my driveway. 8 Q. Where is that located?
9 Q. Okay. Do you recopnize that 10 be 2 subpoena 9 A IpDetroit, Michigan on Fenkell
10 compelling your testimony here today? 10 Q. Okay.
11 A Yes,ldo. 11 A Nolonger in business.
12 Q. Okay. And you did receive this document? 12 Q. Howlong did you work for Atlas?
13 A Yes 13 A Probabiy three months.
14 Q. Okay. Great. You can put that aside for now, I just 14 Q. Okay. Doyourecall who you worked for after you left
15 wanted to make that for the record. 15 Atias?
i6 I want 10 briefly, Mr. Sandau, walk 16 A Yes.
17 through your history, your work history, and I guess 17 Q. And what was that company?
18 we'd starl with the last year of your schooling. What 18 A, Roger Peck Corporation, a Chevy dealer.
19 is the last year you attended schooi? 19 Q. Andhow Jong did you work Roger Peck Corporation?
20 A, 1974 Redford Union High School, senjor. 20 A, Roger Peck, about four months, until | got into Penske, “
21 Q. Okay. And that was 19747 21 Q. Howlong did you work with Penske? :
22 A. Correct. 22 A Aboutayear. !
23 Q. And what did you do when you graduated from Redford |23 . Okay. So that takes ws to approximately 1976 or 5o, is
24 Senior High? 24 that right? 5
25 A, Pwentto work. 25 A Inthat area '
B EOE PRy iy BTSN 423 o it G
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1 Q. Okay. What did you do after Penske? 1 I'd ordered 2 1978 Bronco, a brand new one, I bad to

2 A Went to Glassman Olds right across the street. 2 wait forever for it and 1 hadn't received it when 1

3 Q. Wasthat Olds, O-i-d-s? 3 ieft there.

4 A, Oldsmobile, Glassman Cldsmobile. 4 Q. Gotcha. And how long -- I'm sorry where did you go

5 Q. Howlong were you with Glassman? 5 afier James Martin Chevy?

6 A lthiok about 18 months, in that arca. 6  A. AtJames Martin Chevrolet | went into business

T Q. And do you recall where you went after Glassman? 7 refinishing commercial aircraft.

g8 A ]went to Gene Hamilton Chevrolet. 8 Q. Was that your own business?

9 Q. Do you recall bow Jong you were at Gere Hamilton? 9 A, 1wasasubeontractor to a stripping company called Ace !
10 A At Gene Hamilton, 1 think T was only with Gene Hamiitos | 10 Aircraft, !
11 sbout six months. 11 Q. How long did you do that? ;
12 Q. IfI'm doiog my math right it sounds like we're about 12 A, Ididthat for probably 18 months to two years.

13 in 1979 or so, does that sound about right? 13 Q. Do youknow approximaicly what year we're in now?
14 A No, it couidn't be because "76 Corvettes came ost, *77; 14 A, Weshould be around 1979,
15 it was in '77. 15 Q. Okay.
16 Q. Okay. 16 A Endof'7s.
17 A, Icantelt you by the year of cars and the cars  was 17 Q. After that job as d subeontractor refurbishing aireraft :
18 repairing. 18 what did you do? ‘ :
19 Q. Okay. Verycool Verycool After Gene Hamilton 19 A, I'went back into antomobile repair because I was :
20 Chevy do you know where you were at? 20 getting married and needed to stay home.
21 A James Martin Chevrolet, 21 Q. Okay.
22 Q. Howlong were you there? 22 A. Thecompany at that time was Morris Buick Company,
23 A James Martin Chevrolet; probably a vear. 23 they're no longer in business,
Z4 Q. Andhow about after James -- 24 Q. Doyourecal how long you were with Morris Buick?
25 A Ayearand-a-half. Only reason I can tell you because 25 A, Notiomg
Page 11 Page 12

1 Q Okay. Andwho did you - wheredidyougoafierMerris | 1 A, Actually it would be 2000.

2 Buick? 2 Q. 20007 i

3 A After Mortis Buick § went to Stella Buick. 3 A Itwent out of business in 2000, 1

4 Q. And how long were you with Stella Buick? 4 Q. Okay. Afier Mel Farr where did you start working? %

5 A Stella Buick was bought out by Bill Cook and it was 5 A, LKQ. ¢

6 probably seven or eight years. & Q. LKQ. And LKQ is the defendant in this litigation !

7 Q. Seven or eight years with that company? 7 that's referenced on that subpoena, is that correct? k

8 A Yesh 8 A, Comect ¢

9 Q. Okay. Soarewe in the 1988 timeframe then? 2 . How long did you work for LKQ?

10 A '87or'88, yeah, it would be '88. 10 A, Tbelieve it to be seven years.
11 Q. Okay. What did you do after you left Bili Cook? 11 Q. Until 20077
12 A lwent and ran a facility called Auto House in Royal 12 A Around there.
i3 Oak, that would be Royal Oak. It's right at the border 13 Q.  Andwhen you first started at LKQ what was your job
14 of Royal Cak and Clawson. 14 title?
15 Q. And how Jong were you with Aute House? 15 A Iwasoperations manager.
16 A, Fouror five years, Honestly I don't recall, 16 Q. Atwhatlocation?
17 Q. And after Auto House where did you go? 17 A, Belleville.
18 A MelFar. 1B Q. And what were, what were your job responsibilities as
19 Q. Isthat M-c-d F-ar (sic)? 19 operations manager?
20 A Yeah, Mel Farr, 20 A. Incharge of inventory, the delivery, the shuttle
21 Q. Andwhat kind of company was that? 21 service which was our inter-company deliverics,
22 A, Mel Farr was an sutomobile dealer. 22 processing vebicles, the bumper repair facility, scrap
23 Q. Howlong were you with Me] Ferr? 23 metals recovery. :
24 A, 1 was with Mel Farr for 1 believe seven vears, 24 Q. Anything ejse?
25 Q. Does that 1ake us to the late 1990's? 25 A, Icould goon for days about the duties of an
Pt T ki it e e ER TRy %
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1 operations manager but in general. 1 A At thet time, we were fairly small. We were calleda [}
2 Q. Isit fair to say that you were the head person at that z sick-pack of our repion. We were broke up into
3 Belleville facility? 3 regions. I honestly dor't know the exact mumaber in
4 A ]answered to Dovg Cortelini who was the site manager, 4 2000. We grew very rapidly as a corporation,
5 Q. Would you spell Cortelind's last nasne if you can? 5 Q. Andwhen did that rapid growth occur?
6 A C-or-tel-i-n-, ] believe it is. Douglas. & A I'mean from day one we were acquiring other facilities
T Q. SoDoug Conelini was the top LXQ employee at the 7 before we went public, and after that we acquired a
8 Belleville facility? 8 significant amount more.
9 A Yup g Q. When, if you recall, did LK Q become public?
10 Q. Anddid your job responsibilities at LXQ changeatany | 10 A 2002 or '03 would be my guess.
11 time between the time that you was, you were hired you 11 Q. And were you familiar with the strategy of growing that
12 were hired there in 2000 to the time that you stopped 12 LK had at that time?
13 your employment? 13 MR. WEED: Objection, vague. !
14 A Couid you clarify that. 14 A Do you want o rephrase it then?
13 Q. Sure. Did you have - let me ask a different question. 15 Q. (ByMr Cutler): No. Goahead Weli, do you
16 Did you have any other jobr titles at TKQ during your 16 understand, do you understand that guestion? ;
17 tenure with LKQ? 17 A We obtained our growth through acquisitions and the ;g
18 A No. Operations manager covers a very broad spectrum. | 18 need to fill — we recogrized the need of the customer
19 Q. And you were the operations manager the entire timeyoy 18 10 have one-stop shopping, you know, We wanted to get
20 worked for LKQ, correct? 20 the most for our, you kmow, constituents T guess, our i
21 A Comrect. 21 shareholders, as any business would. §
22 Q. Howmany facilities did LK€} have let's say starting in 22 Q. And what do you mean by “one-stop shopping"? 1
23 20007 23 A, Thatif you called us for, for a fender, typically if E
24 MR WEED: Objection, foundation. 24 you need a fender you may need other components. You £
25 Q. (ByMr Cutlery: Go zhead, 25 may need a bumper, You may need #n engine. We d'idn'tg
i
Page 15 Page 16k
1 want 10 be a ope-facerted avito recycler that just dealt 1 company would buy. Our claim was, you know, an L.Q,
2 with one thing. 1 mean there's so many things in the 2 ot an insurance company so people lookiog up on-line
3 industry that people have to buy and 25 a body shop 3 or calling would know or the sales rep told them E
4 manager if you can make one call and get a majority of 4 there's no sense in sending it to a dealership or a car i1
5 the components you need 1o put a car, or a truck, or 5 bedy shop if it's not of the quality that will be d
6 whatever the vehicle may be, back together, well, it 8 expected or accepied in the industry. It'sstilia
7 simplifies things for the consumer cbviously. And fhat 7 good part but the expectation is that it would be
8 was LKQ's goal was to be able 1o provids for their B perfect in a used headlight component. It's nearly §
g customers a one-stop shoppmg with a very high quality g impossible to be perfect unless it's a take-off. S
10 product. 16 Q. And what's a "take-off"?
11 Q. When you started with LKQ in 2000, were headiamps a 11 A A take-off would be an over-run, you know, where you
12 product that LKQ offered? 12 buy it directly from an O.E. manufacturer, maybe
13 A No, they weren't — well, yes. Let me rephrase that, 13 they're an obsoleted material for the current modef
14 Headlights are one of the most highly requested items, 14 year or product line, so you would Have good stuff like
15 * along with front bumper covers. Yes, we did, we sold 15 that to sell. :
16 recycled. 16 Q. How did LKQ obtain automobiles fo be, to ~ let me ask] .
17 Q. Headlamps or bumpers? 17 you this: Did LKQ obtain automobiles in the ,
18 A  Headlamps and burnpers, We sold recycled everything, 18 2000 timefrarne when you first started to harvest parts |
1% Q. Gotcha Now those headlamaps that LKQ sold in 2000 that 19 of T of them?
20 you just referenced, were they refurbished in any way 20 A. Yes !
21 before you resold them? 21 Q. Okay. Andhow did they go about obtaining those |
22 A, Wewould polish them, you know, on-site, polish them 22 automobiles? !
23 with 2 buffing whes! if they bad minor imperfections. 23 A. Through auction and through contract with O.E. :
24 For the most part everything was inventoried 24 manufaciurers,
25 accarately. H it wasn't something that an insurance 25 Q. Okay. And is it fair to say, I'n trying 1o po back to ‘
BLR G T T T R T K 3 CEETERTE e i LEOT bt T oy T
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A. Thatis comect.
Q. And if the headlamp came in and it was not insurance

A. Mo,
Q. Okay. Tell me how we took —
A. Everything is sellable. 1t truly depends on which

Q. Gotcha.
A, You kuow, we cater primarily to the late model market

Q. If the headiemp was not insurance quality where did LKQ

A. Smaller body shops, people who were repairing the car

Page 17
your earlier testimony, is it fair to say that when
those cars came in if the headlamp was insurance

guatity on that car, LKQ was able to take if off of the
car aed resell it, is that correct?

quality, LKQ was unable to resell, it is that correct?

market that it would be sold in.

which is a very much insurance-driven market,
Insurance-driven meaning that you're a consumer, you
have full coverage insurance on your car, if's being
repaired. The insurance company is dictating as 1o
what type of part will go on your car; whether it be a
quality or recycled component, an after-market
component, or a factory O.E, component,

sell the headlamp?

for themselves, you know, someorne that, you know, 2
secondary market so {0 speak,
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Q. What were the, roughly the volumes of those types of
sales for LKQ?
MR WEED: Objection, foundation.
A. Thonestly couldn't give you that number,
Q. (By Mr. Cutler): Okay. How about as compared to
insurance guakity parts that LKQ sold?
MR. WEED; Same objection.

A. The majority of the high demand insurance quality parts

that LKQ would sell would sell within 30 days --

Q. {By Mr. Cutler): Okay.

A — at that ime,

Q. Is it fair to say that the headlarops that catne in that
were not insurance quatity could not be sold to the
insurance comparies, isn't that correct?

A. That would be a fair statement, yes.

Q. Did there come a point in time where you were presented

with & opportunity te take non-insurance quality
headtamps and have them refurbished for LXQ?
MR. WEED: Objection, vague.

Q. (ByMr. Cutler): Go shead.

A. To answer your question, yes.

Q. Okay. And can you describe for me the circumstances
surrounding that opportumity?

A, Wewere doing them in-house, you know. Minor
imperfections 1 would sand down and polish them at my

TR

11

Q. Would those be considered insurance quality headiamps?
A. At that point in time for, for that specific model, T

Q. Okay, And describe for me, if you well, the process

. First up would be to clean the part off, remove any

Page 19

location as will as other guys at other iocations, you
know, the stuff that you could take care of and fix

like taillamnps and headlamps. The non-coated headiamps
at that time were headlamps being produced that did not
have a scratch coating on ther. So you could polish

that ow, no different than polishing a seratch out on

your car at that point in time, and resell it.

mean there are so many, so many variations of headlamps
and manufacturers and processes that one uses versus

another one. You know, the bare headlamps you could do
that with,

that you undertook: from start to finish when you're
talking about this specific type of refurbishing you
were doing at that point in time?

foreign matter from the service, Second step would be

to wet-sand it, you know, with a fine, very fine sand
paper, followed by buffing compound, usually Rouge and
Lindy, the, basically jeweler's metal polishing

compound works the same on plastic. We would do the
cnes that we covld because you had a sale for it

mean.
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Q. And is that, dees that comprise afl the steps of the
process that you undertook at that point in time?

A. For'the most part, cleaning it, sanding #, polishing
it, you kmow, wiping it down and packaging it.

Q. Okay. Now I think you mentioned that the process you,
Jet me confirm, the process you're talking, you were
Jjust talking about was for headiamps that had minor
imperfections, correct?

A, Correct.

Q. For headlamps that had major imperfections what did LKQ,

do with those headlamps?
MR. WEED: Cbijection, foundation,

Q. (By Mr. Cutler): Il rephrase. Were there, were
there headlamps that had major imperfections that you
would, would be broaght into LKQ?

A Yes.

Q. Okay. And with those — those were not insurance
quality, correci?

A. Ithey had major imperfections they weren't sellable,

Q. Okay. And did there come a point in time where you
were presented with an opportunity to take headlamps
with more major imperfections and have them
refurbished?

A, Yes,

Q. And what was that opportunity?

it
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