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SUPERIOR COURT OF CALIFORNIA 

COUNTY OF SAN DIEGO- CENTRAL DIVISION 

ANTHONY JOHNSON AND ROBIN SASS!, CASE NO.: 
derivatively on behalf of STORIX, INC., a 
California corporation, DERIVATIVE COMPLAINT FOR: 

Plaintiffs, 

v. 

DAVID HUFFMAN, an individual; 
RICHARD TURNER, an individual; 
MANUEL ALTAMIRANO, an individual, 
DAVID KINNEY, an individual, 
DAVID SMILJKOVICH, an individual 
and DOES 1-20, 

Defendants, 

and 

STORIX, INC., a California corporation; 

Nominal Defendants 

1. BREACH OF FIDUCIARY DUTY 

2. ABUSE OF CONTROL 

3. CORPORATE WASTE 

4. ACCOUNTING 

JURY TRIAL DEMANDED 

DERIVATIVE COMPLAINT 



1 Plaintiffs ANTHONY JOHNSON ("Johnson") and ROBIN SASS! ("Sassi") on behalf of 

2 STORIX, INC. ("Storix") (hereinafter collectively referred to as "Plaintiffs"), complain and allege 

3 as follows: 

4 PARTIES 

5 1. Storix is a corporation organized and existing under the laws of the State of 

6 California, with its principal place of business in San Diego County, California. Storix was 

7 founded as a corporation in 2003. Since that time, Storix has sold a software product generally 

8 known as SBAdmin. SBAdmin is a product which allows for the backup and restoration of 

9 computer systems and data. This product has a rare capability to enable a customer to create a 

10 backup of a computer system, and in the event of a catastrophic failure, create an identical 

11 duplicate computer system without any need for system configuration or pre-recovery set-up. 

12 This is called a "bare metal backup," referring to the ability to recreate the computer system using 

13 out-of-the-box computer disc drives and other storage media. Initially, the SBAdmin product was 

14 for the AIX operating system computer platform, but over the years, the SBAdmin product was 

15 adapted to other operating system platforms. 

16 2. Johnson is an individual who was at most times mentioned herein a citizen of the 

17 State of California and resident of San Diego County, California. Johnson currently resides in 

18 Broward County, Florida. Johnson is a 40% shareholder of Storix and is currently on the Board 

19 of Directors of Storix ("Board"). Johnson has been on the Board since February 2015. Johnson 

20 is not currently an employee or officer of Storix. 

21 3. Sassi is, and at all times herein mentioned was, an individual residing within San 

22 Diego County, California. Sassi is a 7.84% shareholder of Storix and is currently on the Board. 

23 Sassi has been on the Board since February 2015. 

24 4. Plaintiffs allege that Defendant DA YID HUFFMAN ("Huffman") is, and at all 

25 times herein mentioned was, an individual residing in San Diego County, State of California. 

26 Huffman acquired shares of Storix stock as a gift from Johnson in 2011 and currently holds 11.8% 

27 of the shares of Storix. He is currently on the Board. Huffman is the President/Chief Executive 

28 Officer ("CEO") of Storix and is employed as a Product Manager. According to the Annual 
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1 Reports, Huffman was President and CEO of Storix from September 2011 until October 2015, 

2 and was also the Treasurer in 2014. 

3 5. Plaintiffs allege that Defendant RICHARD TURNER ("Turner") is, and at all 

4 times herein mentioned was, an individual residing in San Diego County, State of California. 

5 Turner acquired shares of Storix stock as a gift from Johnson in 2011 and owns 18. 7 6% of the 

6 shares in Storix. He is currently the Secretary of the Board. Turner is employed at Storix as a 

7 Software Developer. According to the Annual Reports, Turner was Vice President in 2012; Chief 

8 Product Officer, Chairman, and Product Manager in 2013; and Vice President in 2014. 

9 6. Plaintiffs allege that Defendant DAVID KINNEY ("Kinney") is, and at all times 

10 herein mentioned was, an individual residing in San Diego County, State of California. Kinney 

11 acquired shares of Storix stock as a gift from Johnson in 2011, and was on the Board until 

12 approximately February 12, 2015. Until very recently, Kinney was employed as the Director of 

13 Customer Service and Support at Storix. Plaintiffs are informed and believe that Kinney left 

14 Storix in or around September 2015, shortly after being threatened with this derivative lawsuit. 

15 He was, as of August 31, 2015, currently a holder of 9 .24% of the Storix stock. 

16 7. Plaintiffs allege that Defendant MANUEL ALTAMIRANO ("Altamirano") is, and 

17 at all times herein mentioned was, an individual residing in San Diego County, State of California. 

18 Altamirano acquired shares of Storix stock as a gift from Johnson in 2011. He currently holds 

19 12.36% of the shares in Storix. He is currently the Board Treasurer. Altamirano is employed as 

20 the Director of Sales and Marketing at Storix. 

21 8. Plaintiffs allege that Defendant DAVID SMILJKOVICH ("Smiljkovich") is, and 

22 at all times herein mentioned was, an individual residing in San Diego County, State of California. 

23 Until February 2015, Smiljkovich was on the Board and was the Director of Finance for Storix. 

24 According to the Annual Reports, Smiljkovich was Secretary and Chief Financial Officer ("CFP") 

25 in 2012, CFO and Director of Finance in 2013, and Secretary and CFO in 2014. 

26 9. The true names and capacities, whether individual, corporate, associate, or 

27 otherwise, of the fictitiously-named defendants DOES 1 through 20, inclusive, are unknown to 

28 Plaintiffs at this time. Therefore, Plaintiffs sue these defendants by such fictitious names and will 
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1 seek leave of court to amend this complaint to show their true names and capacities when their 

2 names have been ascertained. Plaintiffs are informed and believe, and thereon allege, that each 

3 of the defendants designated herein as a DOE is responsible in some manner for the events and 

4 happening and the damages suffered by Plaintiffs, as herein alleged, as well as proximately caused 

5 such damages described herein. Further, each DOE defendant is, and at all times mentioned was, 

6 a resident of California, and/or authorized to do business, and conduct said business, in the County 

7 of San Diego, State of California. 

8 VENUE AND JURISDICTION 

9 10. Venue is proper in this Court because Storix is organized and exists under the laws 

10 of the State of California, with its principal place of business in San Diego County, California. 

11 11. This Court has jurisdiction over Plaintiffs' claims on the basis that Plaintiffs seek 

12 injunctive relief and recovery of damages in excess of $25,000.00. This Court has personal 

13 jurisdiction over Defendants, and each of them, because their acts and relevant conduct occurred 

14 within the State of California, and because Defendants are, or were at all relevant times, residents 

15 of the State of California. This Court has personal jurisdiction over the nominal Defendant 

16 because it is a corporation organized under the laws of the State of California. 

17 GENERAL ALLEGATIONS 

18 12. Storix Software was formed by Johnson as a sole proprietorship in 1998. In 2003, 

19 Johnson converted Storix Software to Storix, Inc. Johnson was the original creator and developer 

20 of the SBAdmin software. 

21 13. Johnson was the President and sole shareholder of Storix until 2011. Up until that 

22 time, Storix was focused on maintaining its state of the art SBAdmin software with periodic 

23 version updates and maintenance, and significant resources were dedicated to addition of new 

24 enhancements, features, systems and device support, usability, and expandability. 

25 14. In 2011, Johnson received a terminal cancer diagnosis and gifted 60% of his shares 

26 in Storix to his employees, Defendants Huffman, Turner, Kinney, and Altamirano. Thereafter, 

27 Huffman, Turner, Kinney, and Altamirano voted themselves as Storix's directors and officers. 

28 Johnson remained as an employee of Storix at less than one-third of his former salary, with the 
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1 understanding that he would retain his medical insurance and provide ongoing assistance in 

2 research, design, or development as needed. Johnson did not have a written employment contract. 

3 From 2011 to 2014, Johnson continued his efforts to develop new products and features, and 

4 improve the SBAdmin product. During that period and thereafter, Johnson remained concerned 

5 with the level of security for customer information that was being provided by the SBAdmin 

6 product, and repeatedly demanded that Defendants make improvements to the security features 

7 of the product. Huffman noted in the 2013 Annual Report "[w]e uncovered some deficiencies 

8 with regard to network security .... In parallel with our version 8.2 development schedule, we 

9 have also been working on fundamental changes to the network security of the product that will 

10 be available in Version 9, which is also scheduled for Q3 2014 .... The primary concerns for our 

11 research were security and control over the data .... [ w ]e feel that, if properly addressed, we would 

12 be able to effectively compete against a growing number of cloud-based disaster recovery 

13 providers." 

14 15. For approximately three years after Defendants gained control of Storix, and 

15 despite Johnson's demands and warnings, Defendants made virtually no marketable updates, nor 

16 any improvements to security of the SBAdmin product. Defendants recommended that customers 

17 discontinue use of the web interface until a new security library was updated. Defendants have 

18 consistently neglected the obligation to update and upgrade the SBAdmin software product to 

19 ensure a secure and reliable product and maintain a competitive position in the market. This is 

20 true despite Johnson's insistence that the security vulnerabilities be addressed prior to further 

21 expansion and release of the product into a wide-area-network. 

22 16. As President of Storix, Huffman knew that the SBAdmin software product was 

23 vulnerable to online security risks. As President, Huffman also had an obligation to maintain and 

24 update the SBAdmin software products in order to maintain Storix' s competitive position in the 

25 marketplace, and to safeguard the confidential and proprietary data of its customers. From 2011 

26 to 2013, Huffman refused to hire a software programmer to make regular updates to the SBAdmin 

27 software that were necessary for Storix to maintain existing customers and attract new customers 

28 to purchase the SBAdmin product. As a result, little to no updates were made to SBAdmin, 
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1 Storix's sole source of income. Huffman was responsible for overseeing the maintenance and 

2 updating of SBAdmin software products, and his failure to commit sufficient resources to 

3 maintain and update the software has resulted in a loss of the competitive position of SBAdmin 

4 in the marketplace, and has damaged Storix's reputation. 

5 17. From 2011 to 2015, Storix saw a marked decrease in net profitability as a result of 

6 Defendants' failures. Not only did Defendants fail to protect and improve Storix's position in the 

7 market place, Defendants took further actions that weakened Storix's financial position, including 

8 but not limited to increasing their own salaries, hiring unnecessary employees, involving Storix 

9 in frivolous lawsuits; and paying dividends and offering additional stock options and incentives 

10 while the company was suffering financially, as discussed in further detail below. 

11 18. In 2012, Huffman, Turner, Kinney, and Altamirano added a fifth person to the 

12 Board, Smiljkovich, who was a personal friend of Huffman. Smiljkovich was hired by the Board 

13 as the Chief Financial Officer ("CFO") and paid a salary that was not in keeping with his very 

14 limited responsibilities and the financial position of the company. Despite the fact that Storix 

15 employed Smiljkovich as CFO, and named him Director of Finance in 2013, Storix also employed 

16 an outside accountant to perform Storix' s payroll and taxes. This is an unnecessary waste of 

17 corporate assets in light of Storix' s small size (between seven and nine people). 

18 19. Johnson returned to Storix full-time, but with no change in salary, after a full 

19 recovery in 2013. At that time, Johnson still owned the 40% of Storix shares that were not gifted 

20 to Huffman, Turner, Kinney, and Altamirano. At the time Johnson returned, significant updates 

21 to the security of SBAdmin were still needed. Specifically, vulnerabilities in SBAdmin related to 

22 its use in a wide-area-network environment were identified by Johnson and Defendants. Johnson 

23 worked for nine months on the software updates, and on research and development of the product 

24 for use in a wide-area-network. However, even though these upgrades were undeniably 

25 necessary, and after Johnson was nearing completion of the project, Defendants began making 

26 umeasonable demands of his time, complicating his development efforts, and then umeasonably 

27 refused to incorporate the software updates. Defendants also denied Johnson access and control 

28 over SBAdmin to upgrade it with the software he created. 
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20. Disputes related to Defendants' refusal to allow Johnson to properly update the 

2 security of the SBAdmin, which Johnson had created, among other things, forced Johnson to 

3 resign his employment as at Storix in May 2014. Specifically, Johnson resigned because 

4 Defendants were not acting in the best interests of the company because their rejection of 

5 Johnson's proposed modifications to the software was adverse to, and would necessarily cause 

6 significant harm to, the integrity and value of the software. Since Johnson's resignation, 

7 Defendants have continued to refuse to implement the necessary security updates to the SBAdmin 

8 software. Further, despite the knowledge that wide-area-network vulnerabilities still exist, 

9 Defendants knowingly chose to promote, offer for sale, sell, and license the existing software in 

10 a wide-area-network environment nonetheless, ignoring the fact that doing so greatly exposes 

11 their customers to network security threats. 

12 21. In July 2014, Johnson sent a letter to Storix and Defendants revoking their license 

13 to SBAdmin based on their refusal to allow him control of the software development. When 

14 Defendants refused to make updates to the SBAdmin security, or to discontinue their illegal use 

15 of the copyrighted material, Johnson was forced to file a suit against Storix for copyright 

16 infringement. Despite the existence of the copyright suit, Defendants through Storix have 

17 continued to illegally utilize the SBAdmin software, exposing Storix to additional liability. To 

18 date, approximately $1,000,000 in legal expenses has been incurred by the parties due to 

19 Defendants' unreasonable refusal to make necessary updates to Storix's software. 

20 22. In October 2015, Defendants devised a scheme to deny Plaintiffs control of the 

21 company and to thwart valid and enforceable shareholder agreements in the form of an Employee 

22 Stock Option Plan. Defendants approved these shareholder agreements, to which they were 

23 parties, at a Board meeting and counted their own votes. Under the Employee Stock Option Plan, 

24 Defendants will issue stock as a benefit of their employment with the company. The Employee 

25 Stock Option Plan was proposed in September 2015 at a time when Storix was losing money. The 

26 majority shareholders are each party to a shareholder agreement preventing them from selling 

27 shares to anyone but the company. If the company were to absorb Kinney's shares of stock, the 

28 remaining Defendants would no longer be the collective holders of over 50% of the shares in 
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1 Storix. To avoid this scenario in which Plaintiffs would become the holders of the majority of 

2 the shares of stock, the remaining Defendants decided to allocate an additional amount of shares 

3 for employees and officers only (i.e. Defendants) under the stock option plan, making the total 

4 issued shares available to the remaining Defendants higher than the amount of shares available to 

5 Plaintiffs. 

6 23 . In September 2013, Sassi obtained 40% of Huffman's shares in Storix through a 

7 divorce decree signed in March 2013 and negotiated in January 2013. In response, Huffman used 

8 his status as a Director to increase his own salary by 50% at Storix's expense even as profits were 

9 declining. Huffman claims that this was a Board decision. 

10 24. Since taking majority control of the stock in Storix, Defendants have paid and 

11 continue to pay themselves, as Storix employees, salaries that are in excess of Defendants' 

12 qualifications. Defendants have chosen their own job titles, and paid themselves in an amount 

13 reflective of those job titles, but are not qualified to be performing those job titles. Additionally, 

14 Defendants have continued to pay themselves increasing salaries as employees at the expense of 

15 issuing distributions to the shareholders, including Plaintiffs. In so doing, Defendants put their 

16 own personal interests ahead of those of Storix and the other shareholders, and Defendants have 

17 profited substantially from their prioritization of short-term gains over product security and 

18 longevity in the marketplace. 

19 25. Johnson and Sassi became Board members m February 2015, replacing 

20 Smiljkovich and Kinney on the Board. 

21 26. In addition to Defendants' aforementioned actions constituting corporate waste 

22 and self-dealing, Defendants have illegally conducted Board meetings and other Board-related 

23 activities to the detriment of all Storix shareholders, particularly those shareholders holding less 

24 than 50% of the shares. On February 12, 2015, a shareholder meeting was held wherein the 

25 shareholders voted to elect members of the Board. Prior to the shareholder meeting, Plaintiffs 

26 were told by Defendants that a court reporter would be present to transcribe the meeting. 

27 Defendants failed to provide a court reporter as promised. During the meeting, a vote was 

28 conducted by confidential ballot to elect members of the Board. Plaintiffs cumulated their votes 
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so that Defendants should have lost control of the Board. Plaintiffs should have gained three seats 

2 on the five-person board after Sassi introduced a third nominee at the meeting. After the votes 

3 were turned in, but before the votes were tallied, Smiljkovich (who had was designated as 

4 Inspector of Election) and Altamirano (who was a nominee) left the room for a private meeting. 

5 Upon returning from this meeting, Kinney then demanded a second ballot, tore up his original 

6 ballot, and changed his cumulative votes to ensure that three other Defendants (Huffman, 

7 Altamirano, and Turner) maintained the majority of the positions on the Board. Plaintiffs do not 

8 know the results of the original vote because those ballots were destroyed. Johnson's attorney 

9 objected to the improper second vote, but Smiljkovich and Huffman refused to record or otherwise 

10 recognize his objection. Johnson's attorney demanded at the meeting that the ballots be preserved 

11 and Storix's attorney agreed. Following the meeting, Plaintiffs requested to see the original votes, 

12 but were told that they had been destroyed. Moreover, minutes from the shareholder meeting 

13 were never produced by Defendants after Plaintiffs made a request therefor. The second vote and 

14 destruction of the ballots was in violation of Storix's By-Laws. 

15 27. On February 12, 2015, a Board meeting was also held, during which Storix officers 

16 were elected. Nominations for the officer positions were taken and voted on without an 

17 opportunity for discussion. Defendants voted themselves into all officer positions. Huffman was 

18 voted President, Turner was voted Secretary, Altamirano was voted Treasurer, and Smiljkovich, 

19 who was no longer on the Board, was voted CFO. When minutes of the meeting were 

20 disseminated approximately seven weeks later, Plaintiffs discovered numerous discrepancies, 

21 omissions, and additions of facts and conversations that did not occur during the meeting. For 

22 example, the minutes indicated that the meeting lasted for one hour and fifty minutes when, in 

23 fact, it had lasted for only five to six minutes. Further, the meeting minutes referred to and 

24 misconstrued discussions that were had at the shareholder meeting, mischaracterizing them as 

25 discussions had at the Board meeting. The meeting minutes referred to discussions that were not 

26 had, such as a discussion regarding the failure to disclose necessary and required financial 

27 information to shareholders and board members prior to meetings, and falsely reported Johnson's 

28 vote on whether to form a Buy-Sell Committee. Johnson objected to the meeting minutes 
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1 provided but never received corrected minutes. Therefore, Plaintiffs do not have a true and correct 

2 record of either the shareholder of Board meetings. 

3 28. In April 2015, Defendants announced that all future Board meetings would take 

4 place outside of the Storix offices via WebEx, which Plaintiffs allege on information and belief 

5 was done specifically to keep them away from the Storix premises. The April 2015 meeting was 

6 then rescheduled to take place at the offices of Procopio (Storix's counsel). Huffman explained 

7 that there was not enough room at the corporate offices for all members to attend, in spite of the 

8 fact that Board meetings were held at the corporate offices in 2014 with the same number of Board 

9 members. Defendants took further steps to alienate Plaintiffs by decreeing that Plaintiffs were 

10 only pennitted to attend Board meetings electronically. Defendants further alienated Plaintiffs 

11 during Board meetings by limiting their time to speak to three minutes on any given issue. These 

12 actions were taken in a transparent attempt to interfere with Plaintiffs' ability to participate in 

13 Board decisions and fulfill their obligations as Directors. 

14 29. On May 18, 2015, the Board voted to amend Storix's By-Laws without any 

15 response to or comment regarding Plaintiffs' objections, which were based on the legal 

16 ramifications of amending the By-Laws. The amended By-Laws contained, among other things, 

17 the following provisions: (1) a motion could be taken without a meeting or vote of all 

18 shareholders, and without notice to minority shareholders, if shareholders with greater than fifty 

19 percent of shares provided consent; (2) minority shareholders are informed of motions made by a 

20 majority of the shareholders only after the action is taken; (3) Directors and Board committee 

21 members may receive and approve their own compensation for their participation as Directors 

22 and Board committee members in addition to their pay as Storix employees; (4) the Board may 

23 empower the CEO to appoint officers, usurping the role of board members to vote on officer 

24 appointment; and (5) unlimited indemnification for Directors with regard to corporate actions. 

25 These amendments were made for the purposes of excluding and oppressing minority 

26 shareholders from the decision-making process, and allowing the majority Board members to 

27 continue to engage in self-dealing. 

28 Ill 
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1 30. Despite numerous requests from Plaintiffs for the detailed financial information to 

2 which they are entitled as members of the Board and shareholders, Defendants have refused to 

3 provide such information, instead providing only spreadsheets created by the CFO with 

4 summaries of limited financial information. These spreadsheets were created for the purpose of 

5 limiting the financial information disclosed to Plaintiffs. Defendants have refused to provide 

6 Profit and Loss Statements as requested, which is contrary to the By-Laws. As a result, Plaintiffs 

7 have been denied the financial information necessary to make informed decisions on behalf of the 

8 corporation. For example, in advance of a September 2015 Board meeting where distributions 

9 were to be discussed, Johnson made a request for balance sheets; profit and loss statements, 

10 including a chart of account details; a current payroll ledger; and an audit report of ledger 

11 adjustments made to Quickbooks for the past year. Sassi also made a request for the balance sheet 

12 as of August 31, 2015. Defendants denied Plaintiffs access to this information until just before 

13 the May 18, 2015 Board meeting as part of their scheme and conspiracy to alienate Plaintiffs and 

14 hide corporate waste and self-dealing. 

15 31. This unlawful behavior has severely damaged Storix. In addition to its exposure 

16 to monetary damages from civil litigation, Storix has already incurred considerable losses to its 

1 7 business operations, corporate image, and goodwill. 

18 DERIVATIVE ALLEGATIONS 

19 32. Plaintiffs bring this action pursuant to California Corporations Code section 800, 

20 derivatively in the right and for the benefit of Storix against Defendants to redress injuries suffered 

21 and to be suffered by Storix as a direct result of Defendants' breaches of fiduciary duty, abuse of 

22 control, and gross mismanagement, which claims may properly be asserted by Storix. 

23 33. The wrongs complained of herein occmTed during the relevant period during 

24 which time Plaintiffs were shareholders of Storix. Plaintiffs currently hold shares in Storix. Thus, 

25 Plaintiffs have standing to bring this derivative action on behalf of Storix to recover damages for 

26 all of the conduct described herein. 

27 34. Plaintiffs will adequately and fairly represent the interests of Storix and its 

28 shareholders in enforcing and prosecuting the rights of Storix against Defendants. 

11 

DERIVATIVE COMPLAINT 



1 35. As a result of Defendants' wrongful and illegal actions, including their breach of 

2 fiduciary duties, abuse of control, and gross mismanagement, the Company has suffered damage, 

3 and may be subject to future damages. 

4 36. Storix has expended and will continue to expend significant sums of money as a 

5 result of the illegal and improper actions described herein, such as legal fees. 

6 37. Plaintiffs did not demand action from the Board of Directors (the "Board") of the 

7 Company in prosecuting this action, because any such effort would have been futile. Three out 

8 of five directors on the Board have committed the wrongs alleged herein to occur. Plaintiffs' 

9 repeated requests to the majority for change have fallen on deaf ears. Because the majority of the 

10 board members are engaged in the wrongdoing complained of herein, and any Board action 

11 requires majority consent, a demand for action by Plaintiffs from the Board would be futile. 

12 

13 

14 

15 

38. 

39. 

Demand is therefore excused as the majority of the Board are not disinterested. 

FIRST CAUSE OF ACTION 

(Breach of Fiduciary Duty- Against All Defendants) 

Plaintiff re-alleges and incorporates by reference all prior paragraphs as though 

16 fully set forth herein. 

17 40. As current directors of Storix, Defendants, and each of them, owed and continue 

18 to owe fiduciary duties to Storix and to its shareholders, including Plaintiffs, including, but not 

19 limited to, duties of loyalty and care. Defendants, and each of them, also owe continuing duties, 

20 including fiduciary duties, by virtue of the trust and confidence bestowed on them in connection 

21 with their roles as directors, officers, shareholders, and/or employees of Storix. 

22 41. Defendants, and each of them, knowingly acted against the best interests of Storix. 

23 and breached their respective fiduciary duties in connection with the acts described above, 

24 including, for example, ( 1) Defendants' decision to promote, offer for sale, license, and sell the 

25 existing software in a wide-area-network envirorunent absent the implementation of the new 

26 features Plaintiff authored and developed to enhance the network security of the software; (2) 

27 Defendants' general neglect of the software; (3) Defendants' various actions taken to promote 

28 their financial self-interest at the expense of Storix and its minority shareholders; and ( 4) 
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1 Defendants' failure to properly adhere to corporate formalities by, among other things, refusing 

2 to make available to Board members certain financial information, improperly altering corporate 

3 voting practices, failing and refusing to follow and adhere to corporate governing documents, and 

4 alienating minority Board members and shareholders. 

5 42. Each Defendant was aware that each of the other Defendants planned to engage in 

6 conduct in breach of their fiduciary duties to Storix and its shareholders. Each Defendant agreed 

7 with each of the other Defendants to engage in such conduct, and intended that the acts 

8 constituting breaches of fiduciary duty be committed. As a result, each Defendant was involved 

9 in a civil conspiracy to breach the fiduciary duties owed to Storix and its shareholders and, 

10 therefore, has incurred tort liability equal to each of the other Defendants. 

11 43. Plaintiffs did not give informed consent to Defendants' aforementioned conduct 

12 or otherwise approve of Defendants' conduct, and Plaintiffs do not approve of Defendants' 

13 conduct. 

14 44. Plaintiffs and Storix were ham1ed by Defendants' conduct complained of herein. 

15 Defendants conduct was a substantial factor in causing Plaintiffs' and Storix' s ham1. 

16 45. As the proximate result of Defendants' conduct, Plaintiff has sustained and will 

17 continue to sustain damage in amounts and types according to proof at trial and in excess of the 

18 jurisdictional minimum of this Court. 

19 46. Plaintiffs seek reasonable attorney's fees in conjunction with their efforts to obtain 

20 corporate financial documents after formal requests were made therefor and rejected. 

21 SECOND CAUSE OF ACTION 

22 (Abuse of Control - Against All Defendants) 

23 47. Plaintiff re-alleges and incorporates by reference all prior paragraphs as though 

24 fully set forth herein. 

25 48. By virtue of their positions and financial holdings in Storix, Defendants exercised 

26 control over Storix and its operations, and owed duties as controlling persons to Storix and its 

27 shareholders not to use their positions of control within Storix for their own personal interests and 

28 contrary to the interest of Storix and its shareholders. 

13 

DERIVATIVE COMPLAINT 



1 49. Defendants, and each of them, knowingly acted against the best interests of Storix 

2 and breached their respective fiduciary duties in c01mection with the acts described above. 

3 50. Defendants' conduct amounts to an abuse of their control of Storix in violation of 

4 their obligations to Storix and its shareholders. Defendants knowingly aided, encouraged, 

5 cooperated, and/or participated in, and substantially assisted the other Defendants in their abuse 

6 of control. 

7 51. Each Defendant was aware that each of the other Defendants planned to engage in 

8 conduct constituting an abuse of control of Storix and its shareholders. Each Defendant agreed 

9 with each of the other Defendants to engage in such conduct, and intended that the acts 

10 constituting abuse of control be committed. As a result, each Defendant was involved in a civil 

11 conspiracy to abuse his control to the detriment of Storix and its shareholders. 

12 52. Plaintiffs did not give informed consent to Defendants' conduct or otherwise 

13 approve of Defendants' conduct. In fact, Plaintiffs expressed to Defendants over time that 

14 Plaintiffs opposed Defendants' actions taken against Storix's best interests. 

15 53. As a proximate result of Defendants' abuse of control, Storix has sustained and 

16 will continue to sustain damages and injuries for which it has no adequate remedy at law. 

17 54. Plaintiffs are informed and believe that Defendants have engaged in the acts 

18 alleged herein with the intent to harm Plaintiffs, and with callous indifference or wanton disregard 

19 for the rights of others, including Storix and the customers, shareholders, and employees of Storix, 

20 as demonstrated by their willful and unjustified disregard for the major security threats their 

21 customers are exposed to, and the financial consequences their self-dealing, corporate waste, and 

22 unreasonable business decisions have had on minority shareholders and Storix. Because 

23 Defendants have, in engaging in the acts alleged herein, acted with and been guilty of oppression, 

24 fraud, and malice, an award of punitive and exemplary damages against Defendants in an amount 

25 according to proof at trial is warranted. 

26 Ill 

27 Ill 

28 /// 
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1 

2 

3 55. 

THIRD CAUSE OF ACTION 

(Corporate Waste -Against All Defendants) 

Plaintiff re-alleges and incorporates by reference all prior paragraphs as though 

4 fully set forth herein. 

5 56. As alleged in detail, Defendants had fiduciary duties of care, loyalty, to exercise 

6 good faith and diligence in the administration of the affairs of Storix and in the use and 

7 preservation of its property and assets, and the highest obligation of fair dealings. Defendants, 

8 and each of them, also owe continuing duties, including fiduciary duties, by virtue of the trust and 

9 confidence bestowed on them in connection with their role as director, officer, shareholder, and/or 

10 employee of Storix. 

11 57. Defendants wasted Storix's corporate assets by, among other things: (1) 

12 Defendants' decision to promote, offer for sale, license, and sell the existing software in a wide-

13 area-network environment absent the implementation of the new features Plaintiff authored and 

14 developed to enhance the network security of the software; (2) Defendants' various actions taken 

15 to promote their financial self-interest at the expense of Storix and its minority shareholders, such 

16 as diverting funds that could have been used for software development to pay their own salaries, 

17 benefits, and/or dividends; (3) Defendants' decision to engage in expensive, mmecessary 

18 litigation at the expense of Storix because they are fully indemnified under their amended By-

19 Laws; and (4) Defendants' decision to hire unnecessary employees, including Smiljkovich, a 

20 friend of Huffman. 

21 58. Each Defendant was aware that each of the other Defendants planned to engage in 

22 conduct constituting corporate waste to the detriment of Storix and its shareholders. Each 

23 Defendant agreed with each of the other Defendants to engage in such conduct, and intended that 

24 the acts constituting corporate waste be committed. As a result, each Defendant was involved in 

25 a civil conspiracy to commit corporate waste to the detriment of Storix and its shareholders. 

26 59. Plaintiffs did not give informed consent to Defendants' conduct or otherwise 

27 approve of Defendants' conduct. In fact, Plaintiffs expressed to Defendants over time that 

28 Plaintiffs opposed Defendants' actions taken against Storix's best interests. 
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1 60. As a result of Defendants' actions, Storix has suffered losses and incurred 

2 substantial costs in investigating and defending itself and Defendants against pending actions. 

3 61. As a result of Defendants' corporate waste, Storix has suffered and will continue 

4 to suffer damages, all in an amount to be determined according to proof at trial. 

5 62. Unless and until enjoined by this Court, Defendants' corporate waste will cause 

6 great and irreparable injury to Plaintiffs and Storix, for which Plaintiffs and Storix lack any 

7 adequate reme4y at law. 

8 63. Plaintiffs are informed and believe that Defendants have engaged in the acts 

9 alleged herein with the intent to harm Plaintiffs, and with callous indifference or wanton disregard 

10 for the rights of others, including Storix and the customers, shareholders, and employees of Storix, 

11 as demonstrated by their willful and unjustified disregard for the major security threats their 

12 customers are exposed to, and the financial consequences their self-dealing, self-preservation, 

13 corporate waste, and unreasonable business decisions have had on minority shareholders. 

14 Because Defendants have, in engaging in the acts alleged herein, acted with and been guilty of 

15 oppression, fraud, and malice, an award of punitive and exemplary damages against Defendants 

16 in an amount according to proof at trial is warranted. 

17 FOURTH CAUSE OF ACTION 

18 (Accounting - Against All Defendants) 

19 64. Plaintiff re-alleges and incorporates by reference all prior paragraphs as though 

20 fully set forth herein. 

21 65. As alleged above, Defendants are solely in control of Storix's financial documents, 

22 and have refused to provide those documents in a timely manner after numerous reasonable and 

23 lawful requests therefor. 

24 66. Defendants have engaged in self-dealing and corporate waste as described above, 

25 misappropriating funds that belong to Storix and its shareholders. 

26 67. The amount of money due from Defendants to Plaintiffs is unknown to Plaintiffs 

27 and cannot be ascertained without an accounting. 

28 /// 
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1 68. In or around October 2015, Plaintiffs demanded that Defendants account to 

2 Plaintiffs for their self-dealing and corporate waste and pay the amount found due to Plaintiffs, 

3 Storix, and Storix's shareholders, but as of the date of this Complaint, Defendants have failed and 

4 continue to fail to render the accounting and make payment. 

5 PRAYER FOR RELIEF 

6 WHEREFORE, Plaintiffs on behalf of themselves and Storix pray for judgment 

7 as follows: 

8 1. For general and special damages against all Defendants, jointly and severally, in 

9 an amount to be proven at trial; 

10 

11 

2. 

3. 

For constructive trust; 

Awarding restitution and disgorgement of all illicit proceeds generated as a result 

12 of the wrongful conduct alleged herein; 

13 4. For a preliminary injunction and permanent injunctive relief, including orders and 

14 judgment providing that Defendants be permanently removed as officers and/or directors of 

15 

16 

17 

18 

19 

Storix; 

by law; 

costs; 

5. For punitive damages according to proof at trial at the maximum amount permitted 

6. Awarding pre-judgment interest, as well as reasonable attorneys' fees and other 

7. 20 For an accounting between Plaintiffs and Defendants; 

8. 21 For payment over to Plaintiffs of the amount due from defendants as a result of the 

22 account and interest on that amount from and after October 12, 2015; and 

23 Ill 

24 Ill 

25 Ill 

26 Ill 

27 Ill 

28 Ill 
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1 9. Awarding such other relief as this Court may deem just and proper. 

2 Dated: October 12, 2015 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

fs 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 
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