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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE
BEFORE THE TRADEMARK TRIAL AND APPEAL BOARD
NexPay, Inc.,

Petitioner,

v. Cancellation No. 92057201
StoneEagle Services, Inc.,

Registrant.

) ) ) ) () ) ) ) &) A &)

JOINT STATUS OF CIVIL ACTION

Pursuant to the Board’s Order dated October 3, 2014, Petitioner NexPay, Inc. and
Registrant StoneEagle Services, Inc. hereby inform the Board that the action which
occasioned the suspension of this proceeding, StoneEagle Services, Inc. v. David Gillman, et al,
Case No. 3:11-cv-02408-P in the United States District Court for the Northern District of
Texas, Dallas Division (the “First Action”), has been dismissed by the District Court.

Attached as Exhibit A is a copy of the Court’s Order dated August 29, 2014.

On August 29, 2014, the same day as the Order dismissing the First Action,
Registrant filed a new lawsuit in the United States District Court for the Northern District of
Texas, Dallas Division, styled StoneEagle Services, Inc. v. Talon Transaction Technologies, Inc., et al,
Case No. 3:14-cv-03120-M (the “Second Action”). A copy of Registrant’s Original
Complaint and Request for Preliminary Injunction in the Second Action is attached as
Exhibit B. The trademark issues raised in the Second Action are identical to those raised in
the lawsuit that is the basis for the suspension of this proceeding. As with the First Action,

the determination of these issues by the District Court in the Second Action will be



dispositive of the issues involved in this proceeding. Petitioner is a defendant in the Second

Action.

The parties therefore respectfully request the continued suspension of this

proceeding pursuant to Trademark Rule 2.117(a), 37 C.F.R. §2.117(a). Whopper-Burger, Inc. v.

Burger King Corp., 171 U.S.P.Q. 805, 807 (TTAB 1971) (suspending Cancellation proceeding

in light of pending federal litigation because “the outcome of the civil action will have a

direct bearing on the question of the rights of the parties herein and may in fact completely

resolve all the issues.”).

Dated this 29" day of October 2014.

Respectfully submitted,

/s/ Dyan M. House

Dyan M. House

Texas Bar No. 24036923
dhouse@scarterscholer.com

J- Robert Arnett 11

Texas State Bar No. 01332900
John T. Mockler

Texas State Bar No. 00789495
John S. Torkelson

Texas State Bar No. 00795154
CARTER SCHOLER ARNETT
HAMADA & MOCKLER, PLLC
8150 N. Central Expressway
5" Floor

Dallas, Texas 75206
214-550-8188 Telephone
214-550-8185 Facsimile

ATTORNEYS FOR PETITIONER

/s/ Andriy Lytvyn

Andriy Lytvyn
Florida State Bar No. 100298
SMITH & HOPEN, P.A.



180 Pine Avenue North
Oldsmar, Florida 34677
813.925.8505 Telephone
800.726.1491 Facsimile

ATTORNEYS FOR REGISTRANT

CERTIFICATE OF SERVICE
I hereby certify that a true copy of the foregoing Status of Civil Action to has been
served on Registrant’s Attorney, Registrant’s Attorney, Andriy Lytvyn, Smith & Hopen, P.A.,

180 Pine Avenue North, Oldsmar, Florida 34677, via email (by agreement) on this 29" day

of October 2014.

/s/ Dyan M. House
Dyan M. House
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION
STONEEAGLE SERVICES, INC., §
Plaintiff, g
\2 § 3:11-CV-2408-P
DAVID GILLMAN, et al., §
Defendants. g

ORDER
Now before the Court is Plaintiff’s Motion to Sever, filed on June 6, 2014. Doc. 480.
Defendants filed a Response on June 9, 2014. Doc. 484. Plaintiff filed its Reply on June 23,
2014. Doc. 484. Also before the Court is a Judgment and Mandate from the Federal Circuit,
instructing the Court to dismiss this suit. Docs. 482-83. After reviewing the parties’ briefing,
the evidence, the applicable law, and the Federal Circuit’s mandate, the Court DENIES

Plaintiff’s Motion to Sever and DISMISSES this case.

L. Background

The case at issue involves an intellectual property dispute concerning like products that
provide electronic payment services aimed at healthcare billing. On September 16, 2011,
Plaintiff StoneEage Services Inc. (“StoneEagle”) filed Civil Action No. 3:11-CV-2408-P (“2011
case”) in federal court. Doc. 1.!' On October 31, 2012, Defendant NexPay, Inc. (“NexPay”),
who was not an original defendant in the 2011 case, filed Civil Action No. 3:12-CV-4397-P
(“2012 case™), which was quickly consolidated with the 2011 case. Docs. 1, 11, 3:12-CV-4397-

P. Prior to consolidation, StoneEagle filed a Motion to Dismiss NexPay’s Complaint in the 2012

! Unless otherwise specified, all references are to docket entries in the 2011 case.

Order
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case. Doc. 8, 3:12-CV-4397-P. After consolidation, the Court granted StoneEagle’s Motion to
Dismiss, dismissing NexPay’s Complaint in its entirety. Doc. 246.

During the course of the 2011 case, the Court entered a preliminary injunction against
Defendants David Gillman (“Gillman”) and Talon Transaction Technologies, Inc. (“Talon”),
which Gillman and Talon appealed to the Federal Circuit. See Docs. 16, 246, 269. On March
26, 2014, the Federal Circuit entered its judgment, finding that this Court lacked subject matter
jurisdiction over the 2011 case at the time that it was filed. See Doc. 471-1. On June 4, 2014,
StoneEagle filed its Motion to Sever at the eleventh hour, asking the Court to sever the 2012
case. Doc. 480. The Federal Circuit issued its mandate on June 6, 2014, ordering this Court to
dismiss the 2011 case. Doc. 482.

1L Discussion

Rule 21 provides that “[o]n motion or on its own, the court may at any time, on just
terms, add or drop a party.” Fed. R. Civ. P. 21. “The trial court has broad discretion to sever
issues to be tried before it.” Brunet v. United Gas Pipeline Co., 15 F.3d 500, 505 (5th Cir.
1994). When seeking a severance, the movant bears the burden of showing that severance is
proper. Johnson v. Bae Sys. Land & Armaments, L.P., 2014 WL 1714487, *35 (N.D. Tex. Apr.
30, 2014).

Defendants first argue that the Federal Circuit’s mandate precludes severance. Doc. 484
at 1-5. StoneEagle, unsurprisingly, argues that the mandate does not preclude severance. Doc.
485 at 1-2. However, the Court does not address this argument because the Court finds that,
regardless of any binding effect of the mandate, severance is improper. First, the Court notes
that it dismissed NexPay’s Complaint from the 2012 case in its entirety; thus, before the Court

could sever that claim, it would be required to revisit its order of dismissal. Even if the Court

Order
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were to do this, it is unclear how this action would retroactively create subject matter jurisdiction
for the claims that StoneEagle seeks to keep alive. Thus, although StoneEagle argues that
severance will prevent substantial re-litigation of issues already decided by the Court, the Court
is not convinced that if it severed the 2012 case that the claims StoneEagle seeks to preserve
could proceed as if the Federal Circuit’s mandate had not been given. Given that StoneEagle has
not shown how the Court would have jurisdiction over the claims it seeks to preserve even if the
Court were to sever the case and in light of the Federal Circuit’s mandate, the Court declines to
sever the 2012 Case.
III. Conclusion
For the foregoing reasons, the Court the Court DENIES Plaintiff’s Motion to Sever and
DISMISSES this case.

IT IS SO ORDERED.

Signed this LG} day of August, 2014.

JORGE A. SOLIS
UNITED STATES DISTRICT JUDGE

Order
3:12-CV-2408-P
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

STONEEAGLE SERVICES, INC.,
Plaintiff,
V.

TALON TRANSACTION
TECHNOLOGIES, INC., a Texas
Corporation, TALON TRANSACTION
TECHNOLOGIES, INC., an Oklahoma
Corporation, NEXPAY, INC., and DAVID
GILLMAN,

Civil Action No.

w W W W DN N N W W LW LN LN N N

Defendants.

PLAINTIFF'S ORIGINAL COMPLAINT
AND REQUEST FOR PRELIMINARY INJUNCTION

Plaintiff STONEEAGLE SERVICES, INC. hereby complains of Defendants Talon
Transaction Technologies, Inc.a Texas corporation (“T3-TX"), Talon Transaction
Technologies, Inc., an Oklahoma corponati¢‘'T3-OK”), NexPay, Inc., a South Dakota
corporation (“NexPay”), and DavidilBnan (collectively, “Defendants”).

PARTIES, JURISDICTION, AND VENUE

1. StoneEagle is a Texas corporation wtth principal place of business in Dallas
County, Texas.

2. Defendant Talon Transaction Technologiés., a Texas corporation, may be
served through its registeradent, E.A. Bedford, at 15455 Dal®arkway, Suite 525, Addison,
Texas 75001, or wherever he may be found.

3. Defendant Talon Transaction Technologies, Inc., an Oklahoma corporation, is a

non-resident, foreign corporatighat does business in Texas, which may be served through its

PLAINTIFF'S ORIGINAL COMPLAINT AND REQ. FOR PERMANENT INJ. PAGE 1
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registered agent, E.A. Bedford, at 15453I&aParkway, Suite 525, Addison, Texas 75001, or
wherever he may be found.

4. Defendant NexPay, a South Dakota pmoation, is a non-resident, foreign
corporation that does business in Texas, whici beaserved through its registered agent, E.A.
Bedford, Sr., at 15455 N. Dallas Pasky, Suite 525, Addison, Texas 75001-4690.

5. Defendant David Gillman is an individual domiciled in Dallas, Texas and may be
served with process at 15455 Dallas Parkvayte 600, Addison, Texas 75001, or wherever he
may be found.

6. The Court has subject matgerisdiction because this sa arises under the laws
of the United States. 28 U.S.C. § 1331. dldiion, the Court has exclusive subject matter
jurisdiction over this matter becauses is an action for patent infringement and a declaration of
inventorship arising under Titl85 of the United States CodeSee 28 U.S.C. § 1338(a); 35
U.S.C. 88 256, 271. The Court also has subjettempurisdiction becausthis is an action for
unfair competition under the Lanha#tt, joined with substantiadnd related actions for patent
and trademark infringement. 28 U.S.C. 83&(b). Finally, the Court has supplemental
jurisdiction over the state law clainrsthis matter. 28 U.S.C. § 1367.

DISCLOSURE OF RELATED LITIGATION

7. The parties were involved in related litigation in the case st§#edeEagle
Services, Inc. v. David Gillman, et al., Civil Action No. 3:11-CV-2408-P, in the United States
District Court for the Northermistrict of Texas, Dallas Digion before the Honorable Judge
Jorge Solis (the “Related Case”). On March 26, 2014, the Federal Gisugtlian opinion in an
appeal of the related case ordering that dase be dismissed because there was no federal
subject matter jurisdiction at the time StoneEdiigel the case. The District Court dismissed the

Related Case by Order dated August 29, 2014.

PLAINTIFF'S ORIGINAL COMPLAINT AND REQ. FOR PERMANENT INJ. PAGE 2
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8. On July 13, 2013, T3-TX filedalon Transaction Technologies, Inc. v. Robert
Allen, Philip Bogner, Brent Allen, Jeffrey Brown, Richard Maxwell, Erika Evans, Oscar
Contreras, Zach Ballard, Lynette Lillis, SoneEagle Services, Inc., and VPay, Inc., Civil Action
No. 4:12-cv-00440, in the Eastern District ofx@e, Sherman Division (the “First Database
Case”). T3-TX non-suited the First Datab&sese and on February 27, 2013, NexPay and T3-
TX filed Talon Transaction Technologies, Inc. and NexPay, Inc. v. SoneEagle Services, Inc.,
VPay, Inc., Robert Mark Allen, Phillip Andrew Bogner, Jeffrey Warren Brown, Richard Alan
Maxwell, John Does (1-7), and Jane Does (1-7), Civil Action No. 3:13-cv-00902-D, in the
United States District Court fathe Northern District of Texad)allas Division before the
Honorable Judge Jorge Solis (the “Second DataBase”). NexPay and T3-TX filed claims for
various violations of the Compert Fraud and Abuse Act, butsala claim for misappropriation
of trade secrets whereby it claimed ownershighefprovider database cdother purported trade
secrets.

FACTS

9. StoneEagle Conceived a Medical Payemt System Based on Its Auto
Payments System.n 2002, StoneEagle began developirgystem involved in making a virtual
payment through a secured delivery method in the automotive industrya method of
facilitating warranty payments of automotive-teth benefits on behalf of a payor comprising
the step of electronically transmitting a stekedue card account payment of the authorized
benefit amount concurrently witn explanation of payment (thé&/arranty Payments System”).
In 2003, StoneEagle filed an application for aepé for the Warranty Payments System. The
application remains pending.

10. In late 2005, StoneEagle’s current Chairman and Chief Executive Officer, Robert

M. Allen, began looking for apjglations for his virtual paymernéchnology in other industries
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Case 3:14-cv-03120-M Document 1 Filed 08/29/14 Page 4 of 20 PagelD 4

and conceived of a new inventioan application of the Auto Payments System to the healthcare
industry that would operate a@sproprietary medical benefits payment processing system and
accompanying technology (the “Medical Payment System”). In the spring 2006, Allen met with
Gillman about building out and marketing the Medical Payment System.

11. The Parties Reach Agreements to Prote@&toneEagle’s Rights in the Medical
Payment System. On or about May 1, 2006, StoneEagletered a Mutual Non-Disclosure
Agreement (the “Non-Disclosure Agreement”) wiglllman, the company he represented at that
time (Gillman Software Systems), and its affiliatesl subsidiaries. A true and correct copy of
the Non-Disclosure Agreement isaathed hereto as Exhibit A.

12.  On or about June 29, 2006, StoneEagle tgrthra license to use StoneEagle’s
technology to Gillman’s Texas company, T3-TX (thecense”). A true and correct copy of the
License is attached as Exhibit B. The enuecidusiness purpose of T3-TX was to market the
technology covered by the License. The Licensifipally provides that[StoneEagle] is the
owner of the subject Technology,&., the Medical Payment Systeand any related technology,
among other things. The definition of “Techogy” expressly includes all “improvements” to
the technology. At the time of the License, Defents did not possess the ability to create or
process virtual payments.

13. T3-TX agreed that the License providbat it is binding upon all successors and
assigns of T3-TX, and that thearties’ successors or assigmaist execute any instrument
required to that end.

14. In August 2008, StoneEagle and T3-OK forméeay Assist, Inc. (later changed
to VPay, Inc.) (“VPay”). StoneEagind T3-OK each owned 50% of VPay.

15. StoneEagle Continues Development othe Medical Payment System.After

signing the License, StoneEagle, T3, and Gillmmanducted an extensive trial and error process

PLAINTIFF'S ORIGINAL COMPLAINT AND REQ. FOR PERMANENT INJ. PAGE 4
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to effectuate Allen’s invention. Despite Gibm's involvement, Allermaintained intellectual
domination over, and conceived of the MedicajRant System, both in its development and in
its final form as it was put into practice.

16. The Medical Payment System is campd of acquiring a primary account
number, such as a credit card or debit cardbarmand merging that account number with an
explanation of benefits from a medical betsefpayor. The Medical Payment System then
facilitates the delivery of the primary accountmher to the payee by secured transmission. The
payee’s contact information and payment prefereacesontained in a thbase (the “Provider
Database”) developed usingoB8eEagle/VPay’s resources afuhds. The Medical Payment
System includes both StoneEagle’s patented psoaed the trade secrets needed to effectuate
the process.

17. StoneEagle Patents the Medical Payment SystemOn December 5, 2006,
Allen applied for a United States Patent watent applicatiomumber 11/566,930 (the
“Application”) to protect his rights in the Mezil Payment System. In the Application, Allen
listed himself as its sole inventor. Allen senli@an and Vince Valentine one or more drafts of
the Application while Allen wagreparing it. Gillman only giihtly revised the Application on
December 4, 2006, the day before it was filednceiValentine provided some of the drawings
used in the Application. Despite the fact tAlen was always listed as the sole inventor on the
application, Gillman never once objected or clairtteat he was also an inventor of the Medical
Payment System prior togtApplication’s filing.

18. In July 2010, after T3-OK failed to makequested capital caitiutions to VPay
and reimburse StoneEagle for StoneEagle’s significant capital contributions to VPay, Gillman
requested that StoneEagle buy out T3-OK'’s intarestPay, thus making VPay a wholly owned

and wholly controlled subsidiary of StoneEag(@n July 15, 2010, Gillman, T3-TX, and T3-OK

PLAINTIFF'S ORIGINAL COMPLAINT AND REQ. FOR PERMANENT INJ. PAGE 5
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entered an Agreement (the “Patent Releas&§reby StoneEagle refunded Gillman and T3-OK
the minimal expenses paid by them, and Defendants:

e Release[d] any and all claims to any riditte, or interest in the . . . Patent
Pending [for the Medical Payment System];

e Agree[d] not to challenge assist others in challeimg the, the validity or
enforceability of the . . . Patent Pending [for the Medical Payment System];
and
e Assigned and transferred to StoneEagley right, title, or interest that
Defendants may have had in the Patent Pending [for the Medical Payment
System].
A true and correct copy of the Patent Releasédtaslzed hereto as Exhibit C. The release bars
Defendants from asserting any inventorship osnership interest in the Medical Payment
System and the Patent.

19. On September 7, 2010, the United St&etent and Trademark Office duly and
legally issued United StateBatent No. 7,792,686 B2 entitlé¢tledical Benefits Payment
System,” which was reissued on January 1, 2633)nited States PateNumber US RE43,904
E (the “Patent”). A true and correct copy of fhatent is attached as Exhibit D. The Patent
protects the Medical Payment System (ab&toheEagle’s confidential information and trade
secrets). Allen is the sole inventor of the imiven covered by the Patent and is listed as the
inventor therein. StoneEagle is the owner by assagmiraf all right, title, and interest in and to
the Patent, and is listext the assignee therein.

20. Defendants Received the Rights tbse the “VPay” and “VCard” Marks. On

July 27, 2010, StoneEagle and T3-TX (through Gillman) entered a Service Mark Agreement,

whereby StoneEagle licensed the follngiservice marks to T3-TX: (a) VPagnd (b) VCard.

! Registered with the United States Patent and Trademark Office on May 20, 2008, at RN: 3,432,014 as an
“electronic process of insurea claims and payment data.”
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A true and correct copy of the Service Mark égment is attached astibit E. The “VPay”
and “VCard” marks are StoneEagle’s registesmivice marks. The marks are inherently
distinctive. The “VPay” and “Zard” marks are also protectalolee to their acquired secondary
meaning i.e., because they have become distinctive’Bay’s goods in commerce) as signifying
processing of virtual payments the healthcare industry. Also,etlmarks are fanciful in that
“VPay” and “VCard” are coined terms thadentify the product fattated by the Medical
Payment System.

21. Gillman Created a Controversy Regardng Inventorship, Ownership, and
Enforceability of Patent. On or about August 31, 2011, Allen and other representatives from
StoneEagle met with representatives from a pi@eimvestor for StoneEagle’s business, which
is built on the value of the Medical PaymeBystem (which includes the Patent and the
intellectual property rights associated with aihd StoneEagle’s confidential information and
trade secrets). StoneEagle invited Gillmarthi® meeting to introduce the potential investor to
Gillman, as the representative of the licenseldoin the technology. Vém StoneEagle’s Patent
and the value of the Patent became the subjedisofission, and after hearing that the potential
investors associated a great deal of value to the Patent, Gillman suddenly and falsely claimed that
it is his patent, that he wrotbe Patent, that it is on his cpoter, and that he “authored” or
“wrote” it, or words to that effect implying thhe was both the inventond owner of the Patent.
Having breached the Patent I&&se and destroyed further goiations of the potential
investment into StoneEagle by creating an actmitroversy as to ¢h enforceability of
StoneEagle’s highly valuable Patent and relatesllectual property rights, Gillman threw down
his business cards and left the meeting. L&dhnan met directly with the investors without

StoneEagle’s representatives present.

2 Registered with the United States Patent and Trade@tice on August 24, 2010, at RN: 3,839,239 as an
“electronic process of insure@ claims and payment data.”
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22. In the Related Case, Gillman admitted thatwas not an inventor but continues
to make other claims of inventorship. As recently as late 2013, Gillman and NexPay held
themselves out in marketing materials and adlérshows as the “inventors of virtual payment
technology for healthcare.”

23. Defendants Are Caught Setting Up a Competing Product. With their
suspicions aroused by Gillman’s conduct in the August Bteeting, StoneEagle began
investigating Gillman’s motives in Septeml&§11. Upon investigation, StoneEagle discovered
that Defendants were working on setting up a caimg product that ininged on the Patent.

24. The Court in the Related Case Entereda Preliminary Injunction Against
Defendants. After StoneEagle learned of Defendantdan to set up a competing business,
StoneEagle filed the Related Case and sougbnctive relief on September 16, 2011. The
Court entered a preliminary injunction on October 14, 2011, and clarified it on February 19,
2013, prohibiting Defendants froming certain trade secrets.

25. StoneEagle Terminates the Licenseand Service Mark Agreements.
StoneEagle terminated the License on OctobeQ¥]1. Termination of the License terminated
the Service Mark Agreement. A true and cormy of the Notice of Termination is attached
as Exhibit F.

26. Defendants Begin Processing Paymenter Their Competing Company with
AIMS. Despite the preliminary injunction and the termination of the License and Service Mark
Agreement, Defendants continuedstetup a competing product thatringed on the Patent. To
facilitate those efforts, Defendandéet up a new company: NexPay.

27. From at least December 14, 2011, thro&gruary 4, 2012, Defendants and/or
NexPay processed over $900,000 in payments foSA(a former client of StoneEagle/VPay)

using the product name “NexPaiyistead of “VPay,” the registed service mark for the product

PLAINTIFF'S ORIGINAL COMPLAINT AND REQ. FOR PERMANENT INJ. PAGE 8
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that the Medical Payment Systdarcilitates. The paymentdaice for the NexPay product is
substantially identicato the payment advice for the VPay product (which is covered by the
Patent), except that the name “VPay” has been replaced with “NexPay.” Defendants’ use of
StoneEagle’s patented payment advice was aoconnpletely unauthorized, and Defendants have
paid StoneEagle no royalty for its use.

28.  Further, on at least December 14, 2011, December 16, 2011, December 20, 2011,
December 21, 2011, February 1, 2012, and February 4, 2012, the Valentines used their
@t3vpay.com e-mail addresses on behalf of Dadats to communicate with the President and
Chief Executive Officer of AIMS, Jean Johnsoegarding the funds to be processed.

29. In the February 1, 2012, e-mail, VintceWalentine, as “Programmer” for
Defendant T3, forwarded to Johnson an e-rtildd “VPay File Processed — AIM9071212.”

The forwarded e-mail was from the “IT Group”‘&tPay” at StoneEagl&Pay’s address (111
W. Spring Valley Road. Ste. 220, Richavds Texas 75081") and stated that a $1,546,046.56
AIMS payment file had been loaded “into VPagystem.” Defendants’ use of StoneEagle’s
patented VPay process, as wagltheir use of the registered “VPay” service mark, were wholly
unauthorized, and occurred over three months tfeeLicense and the Service Mark Agreement
terminated.

30. Defendants’ conduct in marketing theimmpeting “NexPay” product and using
StoneEagle’s “VPay” mark actually confused AIMS as to whether the “NexPay” product
Defendants sold AIMS was actually StoneEagle’'s “VPay” product. Defendants used
StoneEagle’s marks with the inteto, among other things, deceearchasers in the marketplace
regarding that misrepresentation.

31. Defendants Shut Off All VPay Processingand Switched VPay Customers to

Defendants’ NexPay and QuicRemit. On March 22, 2012, Defidants began processing

PLAINTIFF'S ORIGINAL COMPLAINT AND REQ. FOR PERMANENT INJ. PAGE 9
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virtual payments using the product names “Rayx’ and “QuicRemit.” Defendants replaced
StoneEagle/VPay’s functions using third g8 including Comdata Network, Inc., Regions
Bank, ECHO Health, Inc., HP Enterprise Services, and WEXBank. The NexPay product uses
and infringes upon StoneEagle’s pdatel Medical Payment System.

32. Defendants use a payment advice thagulstantially identical to StoneEagle’s
patented payment advice, excdpt the replacement of the Ray” logo with “NexPay” or
“QuicRemit.” A “QuicRemit” instruction sheencluded the product mae “QuicRemit” on the
virtual card image, but still has “VPay®” eyarhere else, uses the “VCard” mark, and even
includes StoneEagle’s address and customercgeplione number as if they were QuicRemit’s.
Defendants essentially cut-and-gakt VPay for their own use, biailed to scrub all references
to VPay/StoneEagle in the copied document.febaants told at least erpurchaser that VPay
had changed its name to QuicRemit.

33. On information and belief, Defendants and NexPay deliberately used the federal
registration symbol ® with the “VPay” mark dhe QuicRemit/VPay Instruction Sheet with the
intent to deceive or mislead the public. The QuicRemit/VPay Instruction Sheet demonstrates
that: (1) Defendants’ “QuicRemit” payment advared instruction sheetseareplicated versions
of those patented by VPay; a(®) Defendants’ use of Stoneleag “VPay” and “VCard” marks
are causing actual confusion in the marketplaetveen Defendants’ competing “QuicRemit”
and “NexPay” products arstoneEagle’s “VPay” product.

34.  All conditions precedent to this action have occurred or have been waived or
excused.

COUNT ONE: DECLARATORY JUDGMENT
35. The above facts show that there isubstantial and actual controversy between

the parties in that they assert adverse ledatésts regarding the inv@®rship, ownership, and
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enforceability of the Patent, as demonstrate@art by Gillman’s behawr at the meeting and
Defendants’ continued marketing of theirselveshes“inventors of virtual payment technology

for healthcare,” which has caused, and will continue to cause, uncertainty, insecurity, and
controversy regarding the inventorshggynership, and enforceability issues.

36. The controversy is sufficiently immediasand real to warrant the issuance of a
declaratory judgment because Defendants awgrently disparaging the inventorship,
enforceability, and ownership of the Patewhich has already prevented StoneEagle from
attracting investors or potentigurchasers to its businesadahas impeded its value, and
continues to do so. An actual controversy tsxizetween StoneEagle and Gillman within the
meaning of 28 U.S.C. § 2201. Theurt is vested withhe power to declare the rights, status
and other legal relationsf the parties to this action it reference to the inventorship,
enforceability, and ownership issues raised by Gillrand noted in this Complaint to clarify and
settle those issues.

37. Gillman is not an inventor or owner ofetiPatent or its subject matter, and he and
the other Defendants have expressly releasedvaaived any contentioto the contrary by
entering the Patent Release and/or by not objecting to Allen’s designation as sole inventor on the
draft application for the Patent.

38. StoneEagle requests that the Court declare that:

a. StoneEagle is the owner of the Patent;

b. Allen is the sole inventor of the subject matter reflected in the
Patent;

C. Gillman is not the sole or joint inventor of the subject matter

reflected in the Paterity whole or in part;
d. Gillman is not an owner of the Patent, in whole or in part;

e. T3-TX is not an owner of the Rant, in whole or in part;
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f. T3-OK is not an owner of the &at, in whole or in part; and
g. NexPay is not an owner of tiRatent, in whole or in part.

COUNT TWO: BREACH OF CO NTRACT — PATENT RELEASE

39. StoneEagle hereby realleges all of éitiegations in the above paragraphs.

40. The Patent Release obligates Defendants T3-TX, T3-OK, and Gillman to refrain
from challenging the validity or éorceability of the Patent orsaist others in doing so. The
Patent Release is enforceable. The limitgti@amd requirements in the Patent Release are
reasonable and are no more restrictive thameasessary to protect the legitimate interest
StoneEagle has in protecting itghts, title, and interest in the Patent, which was developed by
StoneEagle at considerable time and expense.

41.  As discussed in detail above, Defendaf@sTX, T3-OK, and Gillman breached
the Patent Release. Defendants T3-TX, T3-OK, and Gillman conduct has caused and continues
to cause StoneEagle damages. Accordinghnelagle seeks actual damages from T3-TX, T3-
OK, and Gillman in excess of the jurisdictional minimum of this Court.

COUNT THREE: PATEN T INFRINGEMENT

42.  StoneEagle hereby incorporatdkof the allegations the paragraphs above.

43. StoneEagle is the owner by assignment of ghitrititle, and interest in and to the
Patent, is listed as the assignee therein, andheasull and exclusive right to bring suit to
enforce the Patent. Defendants hafénged and continue to infrge on the Patent in violation
of 35 U.S.C. 8§ 271 by performing, without authority, one or more of the following acts:

a. making, using, offering to sell arslling within the United States
the invention of one or moaims of the Patent;

b. inducing infringement of one anore claims of the Patent;
C. offering to sell or selling withithe United States an apparatus for
use in practicing the medical benefit payment process covered by

the Patent or a material parttbat process knowing the same to be
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especially made or especially adapted for use in infringement of
the patent and not a staple article or commodity of commerce
suitable for substantial non-infringing usee( contributing the
infringement of one or mordaims of the Patent); and

d. offering to sell, selling, or usg within the United States one or
more products (including but not limited to the “NexPay” and
“QuicRemit” products) which arenade by the Medical Payment
System covered under the Patentrdythe term of the Patent, and
not for a non-commercial use otag sale of theaesulting product
for which there is an adequate remedy.

44, Defendants are providing to otherspeoduct made by the patented Medical
Payment System and comprising a method of fatriggpayment of healtbare benefits through
electronically transmitting a stored-value card eorently with an explanation of benefits —
the same Medical Payment System processredvby the Patent. Defendants provide those
services under the product names “NexPay” ‘@uicRemit.” Further, Defendants are actively
inducing or have induced others to infringee Patent, includindput not limited to ECHO
Health, Inc., Comdata Network, Inc. a/k/a CatadCorporation, Regiorfsnancial Corporation,
HP Enterprise Services, WEXBank, James Valentifincent ValentineJennifer Lewis, and/or
Tom Dauvis.

45.  The actions of Defendants are willful,lidberate, and wholly unauthorized. Each
Defendant has knowledge of the Patent and has needeleir infringing actities. As a result
of the acts of Defendants, StoneEagle has mdfand will continue to suffer damages in an
amount to be proven at trial. Because Defetglavillfully infringed the Patent, StoneEagle

should be awarded treble damagesittbasonablettorneys’ fees.

COUNT FOUR: SERVICE MARK INFRINGEMENT UNDER
FEDERAL AND TEXAS LAW

46.  StoneEagle hereby realleges all of éifiegations in the above paragraphs.
47. The “VPay” and “VCard” marks are Stoneft@'s registered, protected, fanciful

service marks that have obtained a secondagnmg signifying the Medical Payment Process.
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Defendants have engaged in the unauthorimed of those marksvithout StoneEagle’s
permission. Defendants have used the “VPand “VCard” marks in connection with their
“QuicRemit” and “NexPay” products. These of the “VPay” and “VCard” marks by
Defendants have caused actual confusion imiduketplace on the part of purchasers.

48.  Also, there is a likelihood of confusidietween StoneEagle’s protectable “VPay”
and VCard” marks and the “NexPay” anduiQRemit” marks of Defendants because:

a. They are both service marks;

b. The “VPay” and “NexPay” marks are both fanciful terms that use “Pay” in
a two syllable coined term witheérsame cadence and syllabic stresses;

C. The products and services represgritg the marks are identical in that
they are the Medical Payment Systand an unauthorized replication of
the Medical Payment System;

d. The sellers and purchasers of thevises represented by the marks are
substantially identical in that Defdants formerly marketed StoneEagle’s
VPay product and Defendants are servicing clients which formerly were
StoneEagle’s clients;

e. Defendants’ stated intent was to replicate the Medical Payment System
and offer it in the marketplace by cutting out StoneEagle from the process,
and Defendants have already indicate purchasers in the marketplace
that their product is VPay under another name;

f. Purchasers in the marketplace have suffered actual confusion between the
marks; and
g. Other than changing the nametbé& product and replacing StoneEagle

with third parties in the process, there were substantially no changes made
to the product or services that would not otherwise be required as a normal
part of operating the Medical Payment System.
49.  As a result, the consuming public has baad will be confused as to the source
of the “NexPay” and “QuicRemit” products bdsen the actions of Defendants in the market.
50. Defendants’ use of StoneEagle’s “VPaghd “VCard” marks have caused an

actual loss of distinctiveness and a possibiligt the “VPay” and “VCard” marks will lose their

ability to serve as unique identifiers of St&agle’s Medical Payment System. Specifically,
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StoneEagle’s inclusion of the “VPay” madn NexPay and QuicRemit communications and
materials actually confused purchasers as to hvendhe “VPay” mark ditinctively represents
the Medical Payment System offered by Stomg&Eas “VPay.” The purchasers’ confusion
shows that Defendants’ use of that mark amjanction with “NexPay” may have caused it to
lose its ability to serve as a uniqdentifier of StoneEgle’s “VPay” product.

51. Defendants have used the “VPayhda“VCard” marks in “NexPay” and
“QuicRemit” materials and have told one or motestomers that “QuicRemit” is the new name
for VPay. Thus, Defendants have used StoneEagle’s “VPay” and “VCard” marks in connection
with their “QuicRemit” and “NexP#@ marks to falsely designate the origin of those marks and
the services they represent and falsely or mistghddescribe or represit facts regarding those
marks and the services they represent. Thatuct is likely to causeonfusion, mistake or
deception as to the affiliation, connection or agson of the “VPay” and “VCard” marks with
the “QuicRemit” and “NexPay” marks. That conduct is also likely to cause confusion as to the
origin, sponsorship or approval of the services represented by those marks and the commercial
activities of Defendants. Defermita’ conduct constitutes palming off.

52. Defendants’ conduct has, and will continue to, result in the unlawful
misappropriation of StoneEagle’s valuable good willefendants have unjustly benefited from
substantial development efforts undertaken lmn&Eagle to develop that good will. Defendants
should be required to pay as damages a reasoralty for their use of StoneEagle’s goodwill
and disgorgement of Defendantptofits. Given the circumahces of this case and the
intentional, willful, delberate, or fraudulent conduct of Defenta the Court should also award
treble damages and StoneEaghle'asonable attorneys’ fees.

COUNT FIVE: COUNTERFEITIN G UNDER THE LANHAM ACT

53. StoneEagle hereby realleges all of éiegations in the above paragraphs.
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54. Defendants have engaged in counterigitof StoneEagle’s registered “VPay”
and “VCard” marks by using identical marksr (gpurious marks that are substantially
indistinguishable from those marks) in conmmt with the sale or distribution of their
“‘QuicRemit” and “NexPay” products and semes. Defendants have also engaged in the
counterfeit use of the “VPay” and “VCard” marky falsely associatinfpem with “QuicRemit”
and “NexPay” products. Accordingly, Defendamstsould be held liable to StoneEagle for
statutory damages. Since Dadfiants’ conduct is malicious, fraudulent, deliberate, or willful,
they should also be liable for statutalymages and reasonable attorneys’ fees.

COUNT SIX: UNFAIR COMPETITION UNDER FEDERAL AND TEXAS LAW

55.  StoneEagle hereby realleges all of éitlegations in the above paragraphs.

56. StoneEagle is the owner of the Patent fhratects the Medical Payment System.
StoneEagle also owns the “VPay” and “VCardiveee marks which are ptectable as fanciful,
registered marks with a secondanganing as representing theviee facilitated by the Medical
Payment System and the virtual cargmpant option within that system.

57. In derogation of StoneEagle’'s rightfefendants have intentionally used
StoneEagle’s Patent and “VPay” and “VCard” rksato unfairly compet with StoneEagle.
Defendants have informed one or more purchabatsVPay changed its name to QuicRemit.
Furthermore, Defendants have used the “VPayd &/Card” marks as part of their efforts to
copy and publish, sell, otherwise market andlicense the Medical Payment System.
Defendants’ uses of StoneEagle’s “VPayida“VCard” marks are confusingly similar to
StoneEagle’s product, are identital StoneEagle’s “VPay” and ‘®ard” marks, are calculated
to cause confusion, mistake and deception imtheketplace, and have caused actual confusion
in the marketplace already. Defendants hénes engaged in unfair trade practices and unfair

competition against StoneEagle, both actionablger Section 43 of the Lanham Act, 15 U.S.C.
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8§ 1125. Defendants’ actions resdlté and continue to result ime unlawfulappropriation of
StoneEagle’s valuable goodwiill.

58. In addition, because Defendants have catechthe independent torts of statutory
fraud (for misusing the federal registration $oh® and palming offDefendants have engaged
in unfair competition under Texas common law. Defendants have unjustly benefited from the
Patent and the “VPay” and “VCard” marks.

59. The conduct of Defendants has caused @minues to cause economic damage
to StoneEagle, including logd income wrongfully derived bypefendants due to their acts of
infringement and unfair competition. Defendants should be required to pay as damages a
reasonable royalty for their use of StoneEagle’srRated disgorgement @efendants’ profits.
In addition, because Defendants acted willfuByoneEagle should be awarded punitive or treble
damages and reasonable attorneys’ fees.

REQUEST FOR PERMANENT INJUNCTION

60. With regard to StoneEagle’s patenfringement claims, StoneEagle has been
irreparably harmed by Defendantsfringement of the Patent andlixdgontinue to be harmed by
said infringement. StoneEagle lacks an adeguwatedy at law for this infringement to prevent
future infringement as Defendants will continue to infringe the Patent unless enjoined by this
Court. Public policy and the public interdatvor the enforcement and protection of patent
rights. Therefore, pursuant to 35 U.S&.283, StoneEagle seeks a permanent injunction
prohibiting Defendants from fringing on the Patent.

61. With regard to StoneEagle’s trademarkingement claims, Defendants’ conduct
has caused StoneEagle irreparable damage byindi#ay at the value of StoneEagle’s VPay
and VCard service marks. Unless Defendants’ infringement is enjoined, StoneEagle will

continue to be irreparapharmed in that manner. Because of the unique and fanciful nature of
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StoneEagle’s marks, StoneEagle lacks an adegeiatedy at law for the damage Defendants are
causing to StoneEagle’s marks. Public policy favtie defense of service mark rights such as
StoneEagle’s rights in the “VPay” and “VCard” masland defense of such rights is in the public
interest. Thus, a permanent injunction prdimigi Defendants from fther infringing upon the
“VPay” and “VCard” marks would not adverseéffect public policy orthe public interest.
StoneEagle therefore seeks a permanent inpmehjoining Defendant’s wrongful actions in
commercially using the “VPay” and “VCdrdmarks and the infringing “NexPay” and
“QuicRemit” marks.
ATTORNEYS’ FEES

62. Because StoneEagle seeks to enforce the terms of written contracts between the
parties, StoneEagle is entitled to recoteiattorneys’ feesinder Texas law. 8. Civ. PRAC. &
Rem. CoDE 8§ 38.001.et seg. (Vernon 2008). In addition, Stonaffa is entitled to attorneys’
fees and expenses under the Non-Disclosure Agreement and License.

DEMAND FOR JURY TRIAL
63. StoneEagle requests a trial by jury of all issues so triable.
WHEREFORE, StoneEagle requests that, foral trial, the Court:

1. enter a permanent injunction:

a. prohibiting Defendants, as well &iseir officers, agents, servants,
employees, attorneys, and thoseatstive concert or participation
with them, from commercially using the “VPay” and “VCard”
marks and the infringing “NexPay” and “QuicRemit” marks; and

b. prohibiting Defendants, as well &seir officers, agents, servants,
employees, attorneys, and thoseastive concert or participation
with them, from further infringement of the Patent;

2. finding and declaring that:
a. StoneEagle is the owner of the Patent;

b. Allen is the inventor of the subject matter reflected in the Patent;
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C. Gillman is not the sole or joint inventor of the subject matter
reflected in the Patenity whole or in part;

d. Gillman is not an owner of the Patent, in whole or in part;
e. T3-TX is not an owner of the Rant, in whole or in part;
f. T3-OK is not an owner of the Bat, in whole or in part; and
g. NexPay is not an owner of tiRatent, in whole or in part;
3. awarding StoneEagle damages in an amount to be proven at trial,
4, awarding StoneEagle any punitive, exemplary, or treble damages as

authorized by law;

5. awarding StoneEagle its cesh this action (inelding all disbursements)
and its reasonable and necessary attorneys’ fees;

6. awarding StoneEagle pre- and pasigment interest on all applicable
amounts awarded at the applicable rate; and

7. granting StoneEagle such other and further relief as the Court may find
just and equitable.
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Respectfully submitted,

BELL NUNNALLY & MARTIN LLP

By:

/s/ Beverly A. Whitley

Christopher B. Trowbridge
Texas Bar No. 24008182
christophert@bellnunnally.com
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Texas Bar No. 21374500
Craig J. Cox
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Texas Bar No. 00790519
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

STONEEAGLE SERVICES, INC,,

Plaintiff,

V.
TALON TRANSACTION Civil Action No. 3:14-CV-3120
TECHNOLOGIES, INC., a Texas
Corporation, TALON TRANSACTION
TECHNOLOGIES, INC., an Oklahoma
Corporation, NEXPAY, INC., and DAVID
GILLMAN,

L L LR L LT LI S L LD S S L S L

Defendants.

WAIVER OF SERVICE OF SUMMONS

TO: Beverly A. Whitley, Bell Nunnally & Martin LLP, 3232 McKinney Ave., Ste 1400,
Dallas, Texas 75204

I acknowledge receipt of your request that Talon Transaction Technologies, Inc., a Texas
Corporation, Talon Transaction Technologies, Inc., an Oklahoma Corporation, NexPay, Inc., and
David Gillman (collectively, “Defendants™) waive service of a summons in the above styled
action. I have also received a copy of the Original Complaint in the action, two copies of this
instrument, and a means by which I can return the signed waiver to you without cost to me.

I agree to save the cost of service of a summons and an additional copy of the Original
Complaint in this lawsuit by not requiring that Defendants be served with judicial process in the
manner provided by Rule 4.

Defendants will retain all defenses or objections to the lawsuit or to the jurisdiction or
venue of the Court except for objections based on a defect in the summons or in the service of

the summons.
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I understand that a judgment may be entered against Defendants, if an answer or motion

under Rule 12 is not served upon you within sixty days after August 29, 2014.

Date Sean T. Hamada
Attorney for Defendants

DUTY TO AVOID UNNECESSARY COSTS OF SERVICE OF SUMMONS

Rule 4 of the Federal Rules of Civil Procedure requests certain parties to cooperate in saving unnecessary
costs of service of the summons and complaint. A defendant located in the United States who, after being notified
of an action and asked by a plaintiff located in the United States to waive service of a summons, fails to do so will
be required to bear the cost of such service unless good cause be shown for its failure to sign and return the waiver.

It is not good cause for a failure to waive service that a party believes that the complaint is unfounded, or
that the action has been brought in an improper place or in a court that lacks jurisdiction over the subject matter of
the action or over its person or property. A party who waives service of the summons retains all defenses and
objections (except any relating to the summons or to the service of the summons), and may later object to the
jurisdiction of the court or to the place where the action has been brought.

A defendant who waives service must within the time specified on the waiver form serve on the plaintiff's
attorney (or unrepresented plaintiff) a response to the complaint and must also file a signed copy of the response
with the court. If the answer or motion is not served within this time, a default judgment may be taken against that
defendant. By waiver of service, a defendant is allowed more time to answer than if the summons had been actually
served when the request for wavier of service was received.
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