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JUDGE SWAL

PAUL HASTINGS LLP

Robert L. Sherman, N.Y. Bar No. 1189521
75 East 55th Street

New York, NY 10022

Telephone: 1 (212)318-6000
Facsimile: 1(212) 319-4090

PAUL HASTINGS LLP

J. Allen Maines, Ga. Bar No. 466575
(pro hac vice admission pending)
600 Peachtree Street, N.E.

Suite 2400 '

Atlanta, GA 30308-2222
Telephone: 1 (404) 815-2400
Facsimile: 1(404) 815-2424

Attorneys for Plaintiff
MEDALI, INC.

Case No.:

JURY TRIAL DEMANDED
American Health Holding, Inc.,

Defendant.

COMPLAINT

' Plaintiff, MEDai, Inc. (*“MEDai” or “Plaintiff”), through its attorneys Paul Hastings- LLP,
as and for its complaint agaihst Defendant, American Health Holding, Inc. (“Defendant™ or

“AHH”), alleges the following:
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PARTIES, JURISDICTION VENUE & NATURE OF THE ACTION

‘1. MEDaiis a corporation organizéd and existing under the laws of the State of

Florida with its principal place of business in O.rlando, Florida. |

2. Defendant AHH is a corporation. orgénized_ anci existing under the laws of the
State of Oﬁio, with i.ts principal place of business in Worthington, Ohio. AHH may be served
Withr'pI‘OCBSS by serving CT Corpqration System, its registered agent, at 1300 Easf Oth St.,
Cleveland, OH 44114 |

3. Jurisdiction is proper in this Court. Pursuant to the Software License and Services
Agreement (the .“Agreemcnt”) entered into by the parties on March 14, 2012 at § 13.3, the
parties agreed in v?riting that: | |

This Agreement shall be govemed by, and construed in accordance with,

the laws of the state of New York without regard to conflicts of laws

principles. The parties agree to submit to the jurisdiction of a court of

competent jurisdiction in New York State, and each party hereby waives
any claim that such court is an inconvenient forum,

4, The venue of this action is proper in the United States District Court for the

-Southern District of New York. The parties by contract included a forum selection clause

' requiring actions arising under their agreement to be filed only in courts located in New York

State,

5. This action is within the original subject-matter jurisdiction of this Court because

~itinvolves a controversy between citizens of different states, and it seeks damages in an amount

that exceeds $75,000.00, exclusive of interest, costs and attorneys’ fees.

6. More spgciﬁcally, this action seéks damages as a result of AHH’S termination of
all of its customer and sub—iicensee conﬁacts for the 1i¢¢ns§, service, and use of MEDai’s
licensed software in breach of the Agreement eﬁtered into between the paﬁies. AHH also

breached the Agreement by failing to offer MEDai’s licensed software to its customers, sub-
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licensees and potential customers and sub-licensees. At the same ﬁmc AH terminat.ed every
customer and sub-licensee contract for license, use, and service of MEDai’s licensed software
and ceased offering MEDai’s licensed software to its customers, sub-licensees and potential
customers and sub-licensees, AHH directed its customers. and sub-lice_nsees to license and utilize
competiti{/e, similar software offered by Aetna ﬁea]th, Inc. (“Aetﬁa”),l its parent company as a | _

result of its acquisition of AL in April 2011.

7. All conditions precedent to the commencement of this action have occurred.
GENERAL ALLEGATIONS
8. MEDai is engaged in the business of providing healthcare providers and payers

with solutions that sﬁpport population health management, physician and facility performance'
management, incorporate predictive modeling, disease focused severity adjustment,
benchmarking, evidence-based procééses of care to improve outcomes in a hospital and payer- -
based setting, imprqve patient cafe, improve_ physician patient management practices, reduce
unnecessary cost to both patient and provider, and promote efficient management pracﬁces to
. meet reimbursement requirements. |
9. MEDai licenses a suite of its software products — the priméry product beiﬁg its
Risk Navigator® product — (the “Products™) to AIH via the Agreement. i
10. The Agreement between MEDai and AHH was signed, executed, and made
effective March 14, 2“0_12. Accordin_g to its terms, the Agreement runs for a period of five (5)
ye.ars from the March 14, 2012 effective date. A true and correct copy of the Agreement is
attached hereto as Exhibit 1. “ | |

11, Pursuant to the Agreement, AHH has the right to license MEDai’s Products to

' Aetna Health, Inc. (“Aetna™) as it is referenced in this Complaint includes Aetna and all of Aetna’s subsidiary and
affiliated companies, with the exception of AHH, which is addressed separately,
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~ AHH’s own customers directly or to sub-license MEDai’s Products to its customers.

12. Pursuant to the terms of the Agreement, license of MEDai’s Products to AHH’s
customers and sub-licensee resulis in a payment made to MEDai in the form of a monthly license
. fee paid to MEDai by AHH. The amount of such fee is determined by the number of AHH
customers and sub-licensees who contract for licensé of the service with AHH, as ngl as by
such customers and sub-licensees monthly usage of the Products. Seé Exhibit 1, at Licensed
Software and Fees-(Exhibit A). |

13, On March 15 2012, the day after the Agreement was made effective, a total of
twenty-three (23) AHH customers and sub-licensees licensed MEDai’s Products through AHH.

14, On March 26, 2012, AHI notified MEDai that it would be terminating nine (9) of
AHH’s cusiomers and sub-licensees from the Agreement.

15, On April 26, 2012, AHH notified MEDai that it would be terminatiﬁg an,
additional four (4) of AHH’s customers and sub-'Ii(.:ensees from the Agreement.

16. On June 12, 2012, AHIH notified MEDai that it would be terminating an
additional five (5) of AHH’s customers and sub-licensees from the Agreement.

[7.  OnlJuly?27, 2012, AHH notified MEDai that it would be t_enninaﬁng an additional
three (3) of AHH’s customers and sub-licensees from the Agreement, |

18. On August 8, 2012, AHH notified MEDai that it would be terminating the final
two (2) AHH customers and sub-licensees that licensed MEDai’s Product through AHH via the
Agreement.

19.  From August 8, 2012 to the pfesent, no AHH customer or sub-licensee has

licensed or utilized MEDai’s Products.
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20. In 2012, AHH discontinued offering MEDai’s Products to AHH’s customers, sub-
licensees, and potential customers and sub-licensees.
21. From August 8, 2012 to the present, MEDai has received no revenue whatsoever

from AHH’s license of MEDai’s Products or as a :csult of the Agreement.

22, AHH and MEDai have enjoyed a continuous contractual and business relationship
from 2005 to the present.
23.  In 2005, AHH entered into a contractual agreement for the license of a suite

-MEDai’s software products — including the Ris;k Navigator® product — similar to the list of
lproducts 1jcensed to AHH by the Agreement (the"‘ZOOS Agreemeht”). ‘The products su.bject'to
the 2005 Agreement were licenséd by AHH to its customers and_sub—liceﬁs_ees.

24, Thé 2005 -Agreement was in place.and effective until the Agreement was made
effective between the parties in March 2012. |

25. All of the twenty-three (23) AHH customers and sub-l_icen:s;ees who licensed and
utilized MEDai’s Prodﬁcts via the Agreément, also licensed and utilized similar MEDai software
products via the 2005 Agreement prior to _tlie,Mal.'ch 14, ZQI2 effective date of the Agreer'nént.
| 26.  InJune 2011 and prior to the effective date of the Agreement (March 14, 2012), |
AHH was purchased by and became a'subsidiary of Aetna.

| 27.  Upon information and belief, Actna is a healthcare company that offers and sells |

many healthcare products, including products that are similar and competitive with the MEDai
Products that are the subject of the Agreement. |

28. Déspite the purchase of AHI by Aetna, the presence of Aeﬁla’s competitive

products, and AHH’s knowledge of Aetna’s competitive products, during negotiations of the
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Agreement, AHH made representations to MEDai personnel and representatives that AHH did
not plan to transition all of its customers and sub-licensees to Aetna’s compet‘itive products..

29, After the effective date of the Allgreement and even after the termination of some
AHH customers and sub-licénsees from the Agreemt;nt, AHH made representations to MEDai
personnel that it would not terminate all of its customers and sub-licensee licensing and utilizing
MEDai’s Products pursﬁant to the Agreement. -

30.  During negotiations of the Agreement, after the effe.cfive date of .the Agfeement
and even after the tenﬁination of some AHH customers and sub-licensees under the Agreemént, '
AHH represented to MEDai personnel that AHH would continue to offer MEDai’s Products to
its customers, sub-licensees and potential customers and sub-licensees,

3 17. | Soon after the effective daté of the Agr-eement, AHH began directing its
customers and sub-licensees to liceﬁse and utilize competitive, similar software offered by

| Aetna.
32, Upon information and belief, all twenty-three (23) of AHH’s customers and sub-

-licensees that form'erlly licensed MEDai’s Products via the Agreement, now license and utilize
© competitive, similar éoﬁware offered by Aetna, AHH’s parent company.

33. Through its actions and misrepfesentations, AHH has breached its Agreement
with MEDali.

34. . AHH’s actions and misrepresentétions have had.the effect of déstroying MEDai’s
right to receive the benefits of the Agr_eemeht.

35.  AHID’s actions and misrepresentations served no legitimafe business purpose of
AHH, and were takén solely for the purpose of diverting liéense and utilization .of MEDai’s

'Products to similar, competitive products offered bjf Aetna, AHH’s new parent company.
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36. AI—H—i’s actions and misrepresentations to divert license and utilization of
MEDsai’s Products to simﬂa.r, competitive products offered by Aetna were carried out as part of a
concerted plan to benefit Aetna and at the direction of Aetna.

37. Al 6f the aforesaid actions and misrepresentations of AHII were or é:e being

done inténtionally and in bad faith, entitling MEDai fo expenses of litigation.

COUNT 1 - BREACH OF CONTRACT

38.  Plaintiff re-alleges § 1- 37 as if fully stated herein.

39.  This is an action for damages for breach of contract against -Defendant including
but not limited to, .br'each of thé implied covenant of good faith and fair dealing.

40.. The implied covenant of good faith and fair dealing 1s a fecognized term lof every
commercial contract under New York law.

41. A valid and enforceable contract in the form. of the Agreement was signed,
executed, and made effective between Defendant aﬁd Plaintiff on March 14, 2012,

42. Plaintiff and Defendant havé enjoyed and continued to enjoy a_cdntractual
relationship .subject to the implied covenant of good fgith and fair dealing.

43. I demanding and effecting AHH’s customers and sub-licensees’ termination of
their license and utilization of MEDai’s Products via the Agreement and directing such
customers and sub-licensees to license and utilize Aetna’s competitive and similar software
product — which acted as a replacement for MEDai’s Produéts - fbr Aetna’s 0v§n commercial
gain and to MEDai’s detriment, AHIH has acted unfairly and in bad faith.

44.. - AHH’s representations — made during negotiations of and prior to the effective
date of the Agfeemeht, after‘the effective date of the Agreement, and even after the termination

of some AHH customers and sub-licensees under the Agreement - to MEDai personnel that it
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would not terminate all of its customers and sub-licensee licensing and utilizing MEDai’s
- Products pursuant to the Agreement despite-Aetna’s acquisition of AHH and the presence of its
competitive software were inaccurate énd maide in bad faith.

45. - AHH’s representations — made during negotiations of énd prior to the effective
date of the _Agre’ement, after £he effective date of the Agreement and even after the termination of
some A customers and sub-licensees under the Agreement — to MEDai personnel that AHH
would continue to offer MEDai’s Products:to its customers, sub-licensees and potential
c.ustomers and sub-licensees were inaccuratle and made in béd faith.

46.  AHH’s -representations that it would cpntinue to offer MEDai’s Products (o
AHH’s customers, sub-licensees and potential customers and sub-licensees despite the ekistenoe
of Aetna’s similar and competitive products were inaccurate and made in bad faith.

47.  AHH’s actions and misrepresentations served no legitimate business purpose,
were part of a concerted plan to benefit Aetna and were undertaken at the directiqn of Aetna, and
were taken solely.fo.r the purposc of diverting license and utilization of MEDai’s Products to

‘similar, competitive products offered by_Aetna, AHH’s new pérent company.

48.. ~ As a direct and proximate result of Defendant’s breaches of the Agreement,
Plaintiff has and continues to suffer daméges_. ‘

WHEREFORE, .Plaintiff demands judgment granting to Plaintiff a trial of all issues so
triable and judgment against Defendant for all appropriate actual, direct, consequéntial and

incidental damages, interest, costs and any other relief this Court deems appropriate.

STATEMENT OF DEMAND FOR RELIEF
Having set forth its claims against Defehdant, Plaintiff demands a trial by jury and a

judgment be entered in its favor against the Defendant as follows:
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I(a) Plaintiff seeks judgment in its fa{rof .against Defendant on each Count of this |
Complaint as requested tﬁerein;

| (b). actual, direct, consequential and incidental damages, including interest, costs and
expenses of litigation; |

{c) granting Plaiﬁtiff its co.sts and expenses of litigation;

(d) granting Plaintiff such cher, furthér and different relief as this Court may deem just,

equitable and proper,

Dated: December 17, 2012 _ By: %M f }ZQ*Q/LW‘QL;.._

Robert L. Sherman, N.Y. Bar No. SijJilBRS 5520
PAUL HASTINGS LLP

75 East 55th Street

New York, NY 10022

Telephone: 1(212)318-6000

Facsimile: 1 (212) 319-4090

~ J. Allen Maines, Ga. Bar No. 466575
(pro hac vice admission pending)
PAUL HASTINGS LLP
600 Peachtree Street, N.E.

Suite 2400

Atlanta, GA 30308-2222 =
Telephone: 1 (404) 815-2400
Facsimile: 1 (404) 815-2424

- Attorneys for Plaintiff
MEDAI, INC.



