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MIRZAIAN SCHOENBRODT, LLP

17 Pine Strest, 1st Floor - FEB 12 o1
Morristown, NJ 07960

(908) 719-8888 AT 830 M
Attorneys for Plaintiffs WILLIAM T. WALSH, CLERK
Unifiednames, Inc. and John Naruszewicz

UNITED STATES DISTRICT COURT
DISTRICT OF NEW JERSEY

UNIFIEDNAMES, INC. d/b/a Registerfly | Civil Action No. 07 C/ . 3(;9@
and JOHN NARUSZEWICZ, _

Plaintiffs,
VERIFIED COMPLAINT

KEVIN MEDINA,

Defendant.

Plaintiffs, Unifiednames, Inc. ("UNI") and John Naruszewicz (collectively, "Plaintiffs"),
through their attorneys, Mirzaian Schoenbrodt LLP, file this Verified Complaint seeking
removal of Defendant, Kevin Medina ("Defendant") as a member of UNI's board of
directors, an accounting of UNI for the purpose of buying Defendant's ownership interest

in UNI, judgment directing Defendant to sell his shares to UNI, and allege as follows:

FACTS
A, Jurisdiction and Venue
1. UNTI is a closely-held corporation conducting business at 404 Main Street,
Boonton, Morris County, New Jersey.
2. UNI is a for-profit corporation formed under the laws of New Jersey.

3. UNI has 200 shares outstanding.

4, John Naruszewicz (UNI's Vice President) owns 100 shares of UNI.




5. Defendant (who served as UNI's President and Chief Executive Officer until
his removal as an officer and employee of UNI on February 12, 2007) owns the other 100
shares of UNI.

6. Defendant resides in the State of Florida.

7. Defendant resided in the City of Orange, Essex County, New Jersey until
approximately October 20086.

8. John Naruszewicz resides at 254 Elmwynd Drive, City of Orange, Essex
County, New Jersey.

8. On February 12, 2007, UNI's board of directors authorized UNI to bring suit
against Defendant for the damage his unlawful conduct has inflicted on UNI.

10.  This court possesses diversity jurisdiction pursuant to 28 U.S.C. § 1332
because the amount in controversy exceeds $75,000, exclusive of interest and costs, and
this matter is between citizens of different states.

11. This court retains supplemental jurisdiction over Plaintiffs' state law claims
pursuant to 28 U.S.C. § 1367.

12 Pursuantto 28 U.S.C, § 1391, venue before this court is proper because a
substantial part of the events or omissions giving rise to these claims occurred in Morris
County, New Jersey and this court retains personal jurisdiction over Defendant due to his
New Jersey contacts (employment in New Jersey, ownership of a New Jersey corporation,

and recent residence in New Jersey) at this time and there is no more convenient judicial

district in which this action may otherwise be brought.




B. UNI’s Business is Registering Internet Domain Names for its Customers.

13.  UNIlis engaged in the business of registering web site domain names on the
Internet's worldwide web, among other web services.

14.  To operate and maintain its business, on a monthly basis UNI must forward
payments on behalf of its customers to various Internet domain name registries.

15. Upon receipt of these payments, the registries then reserve the requested
Internet domain name for each of UNI's customers.

16.  Theregistries will not reserve the reguested domain names without payment
of the required fees.

17.  Until recently, UNI needed to maintain a monthly float of between $1 million
and $1.5 million to advance the registry payments for its customers.

C. Defendant’s Wrongful Conduct and Waste of UNI's Assets.

18.  As of December 2008, UNI had 200,000 domain names reserved for its
customers.

19.  Due to Defendant's misfeasance and/or malfeasance, UNI has lost
approximately 75,000 domain names for its customers since January 2007 because
customer domain names were not reserved as requested due to UNI's failure to remit the
registry fees.

20.  UNI has lost these customers because Defendant has drained UNI's bank
accounts of the necessary funds to maintain the required float to reserve customer domain
names with the registries.

21.  UNI's business volume has continued to dramatically slow due to

Defendant's mismanagement.




22. A key vendor, eNom Inc., by letter dated February 5, 2007 informed
Defendant that UNI will be dropped as a domain name reseller on March 9, 2007 due to
alleged UNI fraud committed by Defendant against UNI's customers. See Exhibit A.

23.  Defendant has wasted UNI's assets by, among others: (a) wiring $9,000 in
UN! funds on three separate occasions to pay for the company of Defendant's personal
escort, (b} using UN! funds to pay the $10,000 monthly rent on Defendant's personal
penthouse residence in Miami Beach, Florida; (c) spending tens of thousands of dollars
from UNI's accounts to pay for Defendant's personal credit card bills; (d) spending
approximately $6,000 of UNI's money for liposuction; and (e) unaccountably withdrawing
tens of thousands of dollars in cash from UNI's accounts for Defendant’s personal
spending.

D. The 50-50 Shareholders’ Business Relationship is Irretrievably Broken.

24,  Inanattempt to resolve this ongoing corporate crisis, John Naruszewicz and
Defendant entered an agreement dated January 12, 2007 requiring Glenn Stansbury
(UNI's Vice President) to approve all expenditures of UNI's funds. See Exhibit B.

25.  Defendant has ignored the January 12, 2007 agreement andcontinues to use
UNI's assets for his personal extravagant spending.

26.  Consequently, John Naruszewicz and Defendant, as equal 50%-50% owners
of UNI's stock, have reached a deadlock on decisions regarding the management of UNI
and the composition of UNI's board of directors.

27.  Moreover, due to recent personal conflict, their business relationship is

irretrievably broken.

28.  Pursuant to the shareholders agreement between John Naruszewicz and




Defendant, UNI is entitled, as a third-party beneficiary, to purchase Defendant's UNI
shares upon Defendant’s voluntary departure as an employee of UNI,

29.  Despite Defendant's removal by the board as an employee of UNI and the
request by John Naruszewcz, Defendant has refused to sell his shares.

30. Given the ongoing disputes and broken relationship between UNI's two
shareholders, it is in UNI's best interests that UNI be permitted in the spirit of the
shareholder agreement to purchase Defendant's shares at fair vaiue.

31.  Defendant's refusal to sell his shares has injured and continues to injure UNI
and constitutes a breach of his obligations under the shareholider agreement and his
obligations to UNI.

COUNT |
Breach of Fiduciary Duty - Removal of Defendant as UNi Director

32.  Plaintiffs reallege the preceding paragraphs as if set forth here at length.

33.  Defendant is one of three directors on UNI's board.

34.  As UNI's director, Defendant has a duty to act disinterestedly in UNI's best
interests for corporate governance, business management, and market opportunities.

35.  Defendant has breached his duty to UNI by: using UNI's funds for his own
extravagant personal expenses, wasting UNI's assets, and otherwise mismanaging UNI's
funds for its business operations.

36. Defendant’s actions in using UNI's assets for his own gain and in
mismanaging UNI's assets in its ordinary business display Defendant's lack of

disinterestedness, lack of due care, lack of good faith, and abuse of discretion.

37.  Defendant's misappropriation, misuse, and mismanagement of UNI's assets




has led UNI to suffer repeated cash flow crises and an attendant loss of customers,

38. Even though UNI removed Defendant as an officer and employee on
February 12, 2007, Defendant's presence on UNI's board of directors continues to disrupt
UNI's operations and continues to waste UNI's business reputation, funds for operation,
and other assets.

39.  Despite the request of UNI's two other directors and John Naruszewicz as
a 50% stockholder in UN!, Defendant has refused to voluntarily resign from UNI's board
of directors.

40.  Both UNland John Naruszewicz are unable to remove Defendant from UNI's
board of directors because Defendant owns a sufficient amount of shares (50%) to make
his removal by a shareholder vote impossible under UNI's bylaws and related shareholder
agreements.

41.  Asadirect and proximate result of Defendant's wrongful acts, UNI has been
and continues to be injured in its business and customer refationships.

COUNT I
Unjust Enrichment to the Detriment of UN|

42.  Plaintiffs reallege the preceding paragraphs as if set forth here at length.

43.  As a direct and proximate result of Defendant’s wrongful acts, Defendant
have been personally enriched by over $100,000.

44.  Defendant’s enrichment comes at the unjustified detriment to UNI whose
assets Defendant tock and/or wasted.

45.  Asadirectand proximate result of Defendant’s wrongful acts, UNI has been

and continues to be injured in its business and customer relationships.




COUNT Il
Buy-Out of Defendant’s Shares

46.  Plaintiffs reallege the preceding paragraphs as if set forth here at length.

47.  The business and personal relationship between Defendant and John
Naruszewicz is irretrievably broken.

48.  Despite Defendant's removal by the board as an employee of UNI and the
request by John Naruszewicz, Defendant has refused to sell his shares to either UN| or
John Naruszewicz.

49.  Due to Defendant's 50% ownership interest in UNI and his disruptive and
wasteful actions, John Naruszewicz is an oppressed minority shareholder within the
meaning of the Deadlocked Corporations Act, N.J.S.A. 14A-12-7.

50.  Inlight of the ongoing and deepening conflict between Defendant and John
Naruszewicz, Defendant's waste of UNI's assets, and this breakdown'’s interference with
profitable management of UNI, it is in Plaintiffs’ best interests that either UNI or John
Naruszewicz be permitted to purchase Defendant's shares at fair value pursuant to
N.J.S.A. 14A:12-7(1)(c) and (8).

WHEREFORE, UN| demands judgment in its favor and against Defendant as
follows:

(1)  immediately restraining Defendant from accessing any of UNI's bank
accounts;

(2)  immediately enjoining Defendant from contacting any of UNI's vendors;

(3)  immediately requiring Defendant to return to Gienn Stansbury of UNI all UNI

property and information:;




(4} removal of Defendant from UNI's board of directors;

(5) awarding UNI Compensatory damages, punitive damages, attorneys’ fees,
costs of suit, pre- and post-judgment interest, and all other relief that the Court deems
equitable and just:

(6} an accounting of UNI for the purpose of determining the fair value of
Defendant's shares; and

(7)  directing Defendant to sell his shares to UNI after a determination of the fair
value of Defendant’s shares.

MIRZAIAN SCHOENBRODT, LLP

Dated: February 12, 2007 By: /s/ Paul Castronovo

Pau! Castronovo
Attorneys for Plaintiff




VERIFICATION
!, John Naruszewicz, am a named plaintiff in this lawsuit and the President and
Chief Executive Officer of Unifiednames, Inc. As such, | have personal knowledge of the
matters identified in the Verified Complaint. | have reviewed the allegations in the
Verified Complaint and they are true and accurate to the best of my knowledge. | am
aware that | will be subject to punishment if any allegation in the Verified Complaint is

willfully false.

o o,

Dated: February 12, 2007 e, —
ICZ A0
icer

Wm individuaily
and as a hifiednames, Inc.




EXHIBIT A
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VIA FEDERAL EXPRESS \(_ P\"J
VIA EMAIL TO KEVIN@REGISTERFLY.COM
VIA EMAIL TO KEVIN@UNIFIEDNAMES.COM C

C
February 5, 2007 - @7
Kevin Medina
CEO
RegisterFly, Inc.
404 Main Street

Boonton, NJ 07005
Dear Kevin,

This letter is to formally notify you that as of today eNom, Inc. has terminated
RegisterFly, Inc. as an eNom reseller. Pursuant to Section 8 of the eNom Reseller
Agreement, eNom may terminate the Agreement immediately if eNom deems that such
termination is necessary to resolve any complications arising from any reseller’s use of
the Services (as defined in the Agreement).

The reasons for such termination include, but are not limited to, numerous customer
complaints received by eNom about RegisterF'ly, RegisterFly’s continued non-adherence
to ICANN transfer regulations and RegisterFly’s failure to provide adequate customer
service to registrants pursuant to the Reseller Agreement.

At the June ICANN meeting in Morocco, Paul Stahura and I personally discussed with
John Naruszewicz RegisterFly’s violations of ICANN transfer policies. Additionally,
Sarah Akhtar, sent a letter to John dated as of July 6, 2006, (a copy of which is attached
below) and put RegisterFly on formal notice that it was violating ICANN transfer
regulations when RegisterFly was using the eNom API to fraudulently change customer
whois data to reflect its own information so that it could request and approve transfers
without apparent registrant authorization.

When eNom notified RegisterFly of the transfer issues in person in Marrakech, eNom
was assured by RegisterFly that such fraudulent behavior would not continue. However,
as you know, transfer issues by RegisterFly have continued as have other ongoing
systemic problems with RegisterFly’s services to registrants.

For all of the above reasons, eNom has decided that it will be best for the domain name
registrants that eNom immediately terminate its reseller relationship with RegisterFly.

As a courtesy to you, eNom will allow RegisterFly to access eNom’s AP until March 9,
2007 (the “Termination Date™). Prior to the Termination Date and thereafter, eNom will

eNom, Inc. 15801 NE 24" St. Bellevue, WA 98008 (425) 274-4500 www,enom.com




only accept bank wire transfer, money order and cashier’s checks as approved methods of
payment for all RegisterFly transactions. Additionally, eNom will send communication to
each contact in the RegisterFly account (login ID: Search03) and to otherwise notify each
contact of the termination of our reseller relationship. Our communications will also
describe how registrants can ensure that registrant’s domain names will continue to
operate. In the event that registrants contact eNom directly, we will do our best to

resolve their issues. Unless the domain names in your account are transferred to
RegisterFly or another ICANN accredited registrar, eNom will remain registrar-of-record
and will service such registrants as direct eNom customers.

After the Termination Date, eNom will no longer provide RegisterFly with access to
eNom’s Reseller APL. We believe this is an adequate amount of time to complete any
remaining custormer service and support issues.

We request that from now until the Terminate Date, RegisterFly use care in providing the
best possible customer service it is able and adhere to all ICANN rules and regulations.
As you know, we have worked with RegisterFly in good faith since RegisterFly became
ICANN accredited, to assist in RegisterFly’s migration of registrants who wish to leave
eNom as the registrar-of-record. We will continue to assist RegisterFly to make the
transition as smooth as possible. If you have any questions regarding this letter, please do
not hesitate to contact me.

We wish you and RegisterFly the best of luck.

SVP and Head of Services

cc:
Tim Cole, [ICANN
Kurt Pritz, [CANN

eNom, Inc, 15801 NE 24" St. Bellevue, WA 98008 (425) 274-4500 www.enom.com
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This Agreement by and between Kevin J, Medina ("KIM™) and John J,
Naruszewicz (“SIN”) Is entered into g of this 12% dey of January 2007,

WHEREAS the parties are the opetatory of three businesses known as United
Names [n, Régimmﬂy.com, Inc and hosting Services Group, Inc. (the “Companics™) for
sorne time; and

WHEREAS the Companies Tequire an infusion of capital and the parties desire to

better define their ownership interests and provide for agreements for the operation of the

business in the near term and a method of governance in the long term;
NOW therefore the parties hereto agree as follows:
1, The Boonton, New Jersey office will remain open. The Boonton office will house
| the rizk, i)illing snd collections department, printing department, sales and marketing
department, and the software de veloper. The operations in the Boontoen office of these
departments will be managed by JIN. The office construction in Boonton isto be
completed within 60 days. The hiring of the people for the departments baged in Boonton
will commence immediately. -
2. The Miami Beach, Florida office will house a third management person, a
compliance manager and a software developer, This office will be overseen by KJM and
hiring for this office will commence immediately as well,
3. All hiring nnd firing of such personnel must be agreed to by both KJM and JIN,
No employee will be fired without the consent of both KJM and JIN. All ascounts
payable must be approved prior to payment by both KIM and JIN, unless otherwise

approved by the third person on the Board of Directors as set forth below.

Trhnith







