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|| Attomey for Plaintiff

|| INHERENT.COM aka INHERENT, } Case No.:
] .
Plaintiff, ) COMPLAINT FOR
) .
vs. ) 1. DECLARATORY RELIFF
g 2. BREACH OF CONTRACT:
| MARTINDALE-HUBBELL, LEXIS/NEXIS ) 3. FRAUD
{ INC, sand Does 1 through 200 inclusive,
Defendants,
)
)
GCENERAY. ALEEGATIONS

DEPARTMENT212

SUPERIOR CQURT OF THE STATE OF CALIFORNIA
IN AND FOR THE COUNTY OF SAN FRANCISCO

country.

substantial-business in California, and is licensed to practice business thera

2 f

1. Plaimiff INHERENT.COM aka INHERENT, INC. (hercinafter INHIERENT,
INC.), is a corporation conducting substantin| business in San Flancises,

California, which is in the business of making web sites for law firms adross the

2. Defendant LEXISNEXIS is the parent company of M‘ARTINDALEmeQ BBELL
which entered info an agresment with Inherent, Inc., to purchase Inherelnt, Inc.,
for a toial siwm of $78C.000.00 pius hiring key employees under cuut:::d:u which

offered long-tenn employment 10 the cmployees. LEXISNEXIS f;ssrforms

in.
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The true names and capacities, whether individual, corporate, associate, dr

|

ommwisc{af Defendanzs does 1 through 200, inclusive, are usknown to !;ﬁim‘miff

who therefore sues said Defendamts by such fictitious names. Upon their

)

discovery. Plaintiff will amend his complaint to show their names and caj

At all times herein mentioned. each of the Defendants named as Doe wa*};

is. legally responsible in some manner for the events and happenings hergin

|
referred 1o, and proximately caused 2l injuries and damages 1o Plaintiff g

alleged.

AL all times herein mentioned, Defendants and cach of them, were tfe agens

servants or employees of each other and were scting within the course and scopd

of their agency and employment.

A comtract was entered into whershy Inherent, Inc,, would be pnré%nsed by

LEXISNEXIS/MARTINDALE-HUBBELL for the sum of $780,000.00.
The 1erms of the contract were that a due diligence period would mkc pia
which all contingeacics would be removed and the contact would be con|
Pursuant 1o the attached chronology. set fomh in the lemer dr
LEXISNEXIS/MARTINDALE-HUBBELL. and written by the Law i
Patrick E. Catalano, attached hereto as Exhibit A, the continpencics werel

on Jume 16, 2008 Afier  removing these  contiy

LEXISNEXISMARTINDALE-HUBBELL sent nine employees 1 ifo:ﬂand‘

Orcgon, the then principie piace of business for Innereny, Inc., 1o look T.h-l‘;mugh the

financial rccordé. client conmracts, programming soures code, nenwork oﬁ
and ¥l other relevant information. ‘
LEXISNEXIS/IMARTINDALE-HUBBELYL. stares that no firm conLracr,;
while Inbévent, Inc. takes the position that a binding contract was ented

which was breached by LEXISNEXIS/MARTINDALE-HUBBELL.
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WHEREFQRE (otal damages are prayed as follows:

10.

11.

12,

13.

14.

FYRST CAUSE OF ACTION |
DECLARATORY RELIEF

Plaintffs incorperate as fully set forth paragraphs I through 9 above.
Inherent, Ing., asks the Court to determine that 2 contract is in existence j
Ioherent, Inc., and LEXISNEXIS/MARTINDALE-HUBBELL, which wi
breached by Defendant’s non-perfermance under ﬁm: contract, causing 42
Slatnift.

WHEREFORE total damages are prayed as follows:

SECOND CAUSE OF ACTION ?
BREACH OF CONTRACT :

Plainuifs incorporate as fully set forth paragraphs 1 through 11 abave.

LEXISNEXTS/MARTINDALE-HUBBELL breached its contract with bjlcmm:,
S

Inc., thereby causing serious damape as it demanded that Inherent, Inc.

all sales efferts and the billing of existing cliems in anticipation of

L EXISNEXISMARTINDALE-HUBHELL taking over Inherent, Inc. T'hfis

caunsed substantial damage to Inherent, Inc. in view of the faer thay

LEXISNEXIS/MARTINDALE-HUBBELL breached i it contract by not f\jr’ﬁllmg

its duties under the contract berween the parties.

WHERFEFORE 1ol damages are prayed as follows:

CAUSE OF ACTION -
FRAUD '

Plaintiffs incorporate as fully set forth paragraphs ! through 13 above,

tspend

£431 B-dn

ctween
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15.

WHEREFORE Plaintiff prays as follows:

|
|
Plaintiffs are informed and believe that Defendants entered into the conrémcx in
bad faith for the purpose of [inding our Plaintiff s wade secrets. This aﬂ% wied
Defendants to urilize this wade scever information to obtain an unfair conlpetitive
advanage in their own business of creating web sites for law firms throulihout the
United States. Defendant’s never intended to purchase Inherent, Inc., buf only

hed the intent 1o obtain the trade secrers of Plaintiff, and then utilize thcm in their

own business. _ t
)
!

RUG 83 "85 11:58

1. Faor a declaration that a binding contract exists.
2 For acroal damages.
3 For conscquential damages.
4. For special damages.
5 For attomey’s fees and costs. i
e i
6, For such other further relief as deemed appropaate., | :
. L ,
Dated: /j; % :
: “AX e
{PATRICK E-CATALANO
:V Attorney for Plaintiff
j
i
!
|
E
|
. + ‘
j] Complaint .
L 812005 151,50 AM :
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LAW OFFICES OF PATRICK E. CATALANG
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]
" i OFPICE

THE KOLL COITER :
T84 BEAGH {ITRERT. SUTTH 380
24 WENY SROADWAY, SUITE 740 SENT VIA F, SASE mngg I, CALIPORNIA 2240

4 IO, EALIP ORI oo S (937) 8651211 ot K

FAY, (EAT) TEVARH Juby 13, 2005
IRESPOMD TO THE ABSVE) :

Richard Jacobs i
Viea Presidant Law i
Deputy Generat Counsel :
LexisNexis ]
9443 Springbaro Plke

Miamisburg, OH 45342

Re: Inhamntl_avisNexis

Dear Mr. Jacobs: . :

This will confirm cur telephone conference cafl on [7/12/05. The following is a chrongogy
of avems; ‘

LexisNexis Martndale-Hubbell (“MH*} was appreathaed by Dabra Kamys of :
inherent.Com, Inc. ('ICI7) in late July 2004 to re-start discussions about an acquisitiag.
“his was prompled by the public anmouncement that HubbardOne, @ tompatitor of I({1's,
was scquied by FindLaw (West), 3 campetitor of LexisNexls Martindale-Hubbedl's. ;

¥

In sarly September 2004, MH requasted a phona conference with ICI o discuss ECI'@:
products and services and how 1o ntegrate the twp businesses. On T0/25/04 (after

pecforming an intsmal investgaten), Tim Corcomh (VP, Lage Law) of MH informaedi C)
than MH had a “green light” 1o proceed with a partpership or & autright acquisitien of jCI.
A team of four from MH fravelad to Portand, OR for im-persen meetings with |Gl
personnel on November 1-2, 2004, Proposed wotkfiows were discussed and IC1 shated
detalled Information about its products and aervices, On 11/18/04, Carlton Dyes (Sr.

finalized; M was row frae to focus on the soquisition of ICE O WSAS, Juhn R, senj an
a-mail (o ICl identifying MiH's desire to “dek things inte high gear” with the acquisidion |

Tin 24505, John R $ént Debra an s-mial méniliying the reasons M was pursulng the
. acqulsition. Ancther trip to Portiand wes planned for late February, and MH requeste:
additional informadon and documents, On 2r15/05, Debra provided John R. with topj
level financials from ICH for 2003 and 2004. On 2/18/05, 3 moreo detalled breakdown &f
2003 and 2004 financials was pravided to Michaq! Lita (Direcior, Program Manaepes).
John R. identified 8 nzed to re-work infurmal models as he'd believed IC! had perfonmidd
beler financially In 2004, but rsepanded wiit: °l agres that we shovld focus onthe |
forward track” when Debra pointed out *f bafieve pur main focus for this petential |
acquisition ought to be on what we're expected ld do together rather than on what we
have done on aur e in the pest™ Moers d lons wera had whereln all agreed thir
1CT would perform well when utitzing MH's sales force for its products and sarvicas,

'\\Afr |
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Caritan D. and Michael L. retumed to Portland for i-person mestings on 2/22 - 2/23/05.
During those mestings, IC! provided detalled financial Information covering tha pazj|?

years as well as projections for the next § yoars, The Dynapsis product was reviewsd in
detall, with ICl's software development staff sharing back-end coding practices as wll as

the cuslomer exparisnce with the product, i _
. j i

On 3/24/06, John R. and Debra spake via ie!aphorin: during this all, John R. shared

MH’s decision (¢ NOT acquire ICHin its entirety. The focts changed to an asset

purchase, and at this ime all were focused salaly an MH purchasing the right to uss|iCl's

Dyrapsis preduet. John R. shared st he bebeved the code was worth $400,000 16
$700,000 to MH, Dufing this call, a pfan was mare for Debira o Ry to Phoenix during
LMA Conference in order to meet with Paul Gazzolo (CDO) to diseuss the asset
surchass and o provide 2 demonstration af Dhvnsdsis,

On 477708, Dabra prasented Dynapsisto Paul a. prazent were Michael L. end

i
1

Aaron Usiskin (Director, Client Development]. During this meeting, all patias agreeq
that a revised modasl of MH acquiring ICI's cods anjd clients weuld be sdapted, aniglat

MH would expect IC] 1 cease selilng o the legal Ihdustry when all was complete wi
sale. Discussiohs were held and axpectations wele set that MH would direcly hire |
cerain ICl employees after the sale, and thal thesp amployees would become part ¢
M tsam in Naw Jorsey of remalaly,

On 4728/08, Debra and Paul G. spoke via telephone: during this call, Paul G. shared
MH's Busingss Development team had “green-lighted” the deal but that John Lawler
(CEO) wantad to meet Debra and see the Dynapgls prasentation befora providing fis
sign-off on the acquisition. During thix call, Paul G, told Debre *You should definitely

good about this,” A plsn was mads for Debra to tave] to New Jersey in lats May 2005.

The vialt tn Nu included twa Dynspsis prosemtations (one 1o several paople, Ineluding
some from the LexisNexis teom i Dayton, OM, and ancther to John L. end o
approzimaiely 8 others in the Exacutive Boardrosin), and also Included saveral meet
with others at MH 1o dlscuas implemuentation plang se wolf as oparating plans post-
acquisition. Debra shared her presantation sugggsting a new Tachnlcal Product

at MH with Aaron U,, Carfien D. and Chris Whitmere (Market Planning). At the S/25/
off-site dinner mesting with approxirmately 10 merfibers of the MH team, Paul 8.
presented Dabra with MH's official Letter of Intentto acquire jCI's assets. The
overwhelming atfitude was ceisbratory, with congrutulations and drinks shared all
ArDUng.

On 5128/05, » meeting with Debra, Paul 6. and Michael L. was held in Pauf G.'s offics
with John E and Richard Jacobs (LexisNexis attdmey) aftending via phone. Az this ¢
the Latter of Intant was discussed indeplh and the amount offereg for puschase was:

the

the
the

i

}
feel

103

tion

$375,000. Dabra shared that IC] was expecting an offer in the range of $1.2 miflion afd

alf agreed that MH wouid need 1o change the offs amount. In a one-on-one mesting
with Paul G., a verbel commitment was made to Debra ragarding direct empioyment
MH for harself post-aequisition. Employment for pther IC employmes was diseussed,
no commitments were Mada st this ime, ;

Wit

Ut
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Debra returmed to Portand with the MH Letter of Intent and mst with ICF's Board of .E
Directars, A conferance call was held on 672/08 with {Ci's Board of Directors and Pzﬁ

G., John E. and Riehard J. from the LexisNexis/MH team. During the call, MH revise
offer amount for asset purchase ta $780,000, with an expactation that this ﬂguru woy
be reducad by 380,000 dus to IC) labilities, The i bililes were defined as projects fo
which money hed already boen collecnd yet senvides have nof yet been eompletely

provided. As an example, a law firn who paid for ene year of hosfing In Januaryzoqx
would have a liablity of 6 months' worth of hosting ifees If MH assumed the conlract i

July 2005,
On 6/8/05. Debra sent John €. the tull detail of ICIe 2004 finuncials, as well ag the i

-

‘:of

axpected cliem fiabilittes with a July 2005 acguisitien. The liabliy emount was identified

to ba approximatels $60,.000, Alsp sent waes finariciale specific o tha Quisids Web i
("O.W.L.") product used by Gibney, Anthony & Flaberty, which W8S projected to be
packaged and sold to other imeigration [sw firms.

On 8/8/05, Paul G. sant Debra u ravisad Latsr of Intent containing edits fram tha 5/ N5

nk

conferemce Gall. The amount for purchase was identified to be $780,000 with a redugion
of approsdmately $80,000 for the labilties as de abova. ICi's Beard of Dirtecidls

nade odits 1o the Letter of Interr?, then aigned andifmced £ io Paul G. an 8/6/05. Oq
&§/16/05, MH dentiflod a need for 3 majority ps tage of shareholders' signatures o

the Lettor of intert and stated that the contract wopld be final and acceptad by MH uphbn

a majority of shareholders to sign. On §/17/35, IC| cbtainad a algnature from iis 38%

shareholder, which (when added to the signatures from the Board members) constituypsd

the majority requed. Paul G. stated “we have & deal” and terefors MH agreed to ar
immediate sita visit

During the vislt after the agreement was finsized {0 purchase the assats of ICI by MHI
IC! providad the MH teem with three hinders of imfprmation In rasponse to thelr list |
requesting production of documents. Extremely s & information was shared,
Including comorate decurnants, company financials, ofjant contact fsts and emploven
salaries. Furthermere, detailed deasriptions of p ducts end servicas sold by IC! werg
shared, with M having the opportunity to review tode and cading practicas indopth
whils on-sits. MH was aiso given twe binders conisinmg copios of every jegal cllent's

slte, sven though the ima to make coples placed a burden on ICI's steff. The bmdeq

contraci(s) with iCl, MH was very Insistant on getting the copies of all contracts while ln-

was explalned but MH was ademant that obtaining copies of alf contacts was MecessRry

Each conratt conieins deiaiisd information indduding cilent names and coniact
infurrnation, as wall as pricng and contrad sxpiralion dates,
MH also conducted intense inlerviews with ICP's Network Oporations staff, obtatning |
detailed descripions of how IC sets up and ma
of the MH team, Anthony Radig, acied in a manngr described by IC1 staff as ‘arrogant
and rude”. In response In discussions with Anthahy R., one member of ICI's 3(af §
resigned on 6/24/08 (Mark Holm). Mark H. erp!a: ed that Anthany R. made It cleer to!
nim that he was not going to be needed once the asset purchace was completed and !

transiton began, 30 he resigned ta pratect himsef, Th!s laft KCI in & precardous Bemaﬂtﬁn y
|

as running the Network Operations Ceniter is 3 twp-person job and the remaining
Individust has identified his Intoat to rasign soon h» doosn't got support. On 7/8/05, }

anathar ICI amployee resigned (Kary Boathrayd). | On 628105 MH stated it would not 9

i
t

|

es its network facilily. One membegr

ki

-
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forward with the deal even aftar they had agread and entered inta & comtract to purcHase
ICI's assete. This constitutes breach of contracti! !

. |
it s slso important to note that the Lalter of intent, priginally received from MHon |
52508, Included a requiremant that !0 not sefl any producia or servicas to “lawyers,
firms or har associations or othars asting on behsl of thosa types of customers”® for §

30 ICl was put In 3 position of having very low salep aflowed for neatly fve weeks. Tijis
, ihas bean axtramsly damaging w the business of 161, 33 it Is now very bahind in colleq:
' momies from kg clients, :

Furthermere, it is ICl's position that MH terminated the contract without merit and without
amroet I alicwing IC0 1 ramisdy any SShcas oF protema. M oited the reasoni thadl

“#o difigence werk revealed to us facts and eondRions that ware not consistent with -
praiiminary information provided to ug before tha dligence visit and our sssumptions
besed upon that preliminary Information.” Phone qnils identified three main areas of |

concamn:

1. Too many versions of ColdFuslon code rurjning on ICl's severs;
2. Too many veraions of Dynapsis code; and
3. Financial eancems

ICI's responses:

1. On 11/2/04, during MH's on-gita visk with Michea! L, Carton D. and Pater P, }AH
ICY sharad with MH that it waw

asked for » breakgown of ICYs tachnologi
currently using ColdFusian 4.5, CaldFusion 4.5.1, CeldFuslen 5 and Co!dFus?In
MX. Furthermere, on 5/17/05, Debra provided a decument to Michael L with
full breakdown of all server configurations.| This documeant revealed that 16 rijas
CoidFusian 4.8.1, ColdFusion 5 and Caoldfjusion MX, which IS consistant with
what MM learmed during the Duse Dilig visit.
2. Similarly, discussions with Dabra and acs of ICI's Software Developmen)
e piaff during the 11/2/04 onaite visit with Michaal L, Cariton D. and Petar P,
revealed that IC] does mdeed have meny yerslons of Its Dynapsis code.
Reforenca this questlon from MH, foliowed by ICl's responss:
Frequenty of ehanges 1o the core ¢ode base? :
x> The code bass encounters ental changes about every alx |
moriins. This indudes integration ef new, third pany bels and ais6 the
additon/modifications of the server rnodules. ;
3. ICU's financial situation should not have plgyed a role in MH’s desision, becaus
the tsnsaction focumed solely an MH's pufchass of ICI's assats. In discussiony
with John E. vis phone end during the ongite Due Dlligence meetings In mid- -
Juna 2005, Debra shared that |C! was in dpen discussions with 38 creditors angl
that ali crediters were willing I wait for p nt untll the first payment from M
was received (expected In lats July 2005),; Some erasditors wera willing to wait
untlf the second payment was received in the fall of 2005 to recelve full paymer.
Alsa of note Is that iCl shared its 2004 fingnelals with Miches] L. and Canten D
gduring their visit n February 2005,

10912763 1 - 4112008 11 5130 A
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Furthermore, both Dsbra and Chariie Van Rossen :I(ex-Chairman. ICI Board of Direciors)
askad Paul G. If thera ware any staps IC| could m;‘a io sileviate MiH's concems. Balh
ware mat with 2 resolute atiitude that made it clear that MH had no Intentiong of wo'(!:ing
with IC] to remedy the alleged problems. ] .

Overall, MM has irreparably damaged IC by MH's kreach of contract  Financial models
were reviewed and approved by MH at several poifts throughout the procass, and 1
was repestedly given positive feedback. Furthermpre, thare were several gccasions
when MH identified its desire 16 move things forwad quickly, yet delays oozurred ne ry
svary step of the way. IC] has had two key empl s resign, along with its Chsirmghn ot
tive Board, dus 10 circumstances refated o the MH! sitbation. Additionally, being
NOT sell to the logal industry far a perlod of fve ks hza left IC] In a finandally
ViEiThed position. 107 wiso fesiy at risk for future petition if it Is able to continue in
businwss model... 1CT understands that MM stit desires 1 have the products and
services at issue in lts cwn arsanal for sales; ghving MH's team an intense look lnsid
ICI's aperation provided an unfair advantage that leavss IC) exposed. The bottom Il
that MH broached tha contract and aflowed ne attgmpts for ICH to remedy alleged
problems, isaving IC! greatly harmad. IC! will net stand for this.

Unless a setdement is reached within five (S) dayal a lawsuit will ke Kled. You brwghuo
iny attantion the fact that you wifl be out of town soon.; regardless of your status, we st
have a response no fater than 7/18/05. ;

Very truly y ?

LAW OFFIQES OF PATRICK E. CATALAND
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