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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA
MIAMI DIVISION
CASE NO.

EDWIN GARRISON, et al., on behalf of
themselves and all others similarly situated,

Plaintiffs,
V.
SULLIVAN & CROMWELL, LLP.

Defendant.

CLASS ACTION COMPLAINT AND DEMAND FOR JURY TRIAL

The difference between something that’s illegal and something
that needs your advice and counsel to get corrected is usually
pretty stark.

Your job is to not miss the former and mistake it for the latter.

—Ryne Miller, announcing his new firm (Miller Strategic Partners) in 2023.
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Plaintiffs hereby sue Sullivan and Cromwell, LLP (“S&C”) for actively participating in the
FTX Group’s multibillion dollar fraud.!

INTRODUCTION

1. There can be no dispute that S&C is one of the foremost and most profitable
American multinational law firms in the world. Founded in 1879 by Algernon Sydney Sullivan
and William Nelson Cromwell, S&C advised J.P. Morgan during the creation of Edison General
Electric (1882) and later guided key players in the formation of U.S. Steel (1901).

2. Almost every industry fell victim to the greed and avarice evoked by the world of
crypto; the legal profession, unfortunately, was no exception. Law firms, such as Fenwick, & West,
have already been named as Defendants in the FTX MDL, along with accountants, banks,
professionals, promoters, and FTX insiders.>

3. According to the Financial Times:

When crypto started breaking into the mainstream, Sullivan was divided along
generational lines, according to a former employee. The firm, which has 900
attorneys overall and is headquartered in Manhattan’s financial district, even
banned its lawyers from owning crypto. It was cautious at first, but then blue-chip
start-ups came calling, including the likes of Coinbase, DCG, Galaxy and Gemini,
as well as FTX, which needed advice as they began to interact with financial
regulators and counterparties.

! This Action is brought after a year of FTX Multi-District Litigation (“MDL”), where counsel
have uncovered some of the relevant discovery, based in part, on settlement discussions with
various FTX Insiders. Further discovery will be necessary to resolve many of these factual
disputes. To date, the FTX Receiver has not agreed to share any of the FTX Receivership materials
(including S&C materials) with MDL Leadership. One of the main reasons the FTX fraud was
able to grow to unprecedented levels, was the top-secret relationship between FTX and Alameda
Research and thus responsive discovery on those issues will be necessary. Plaintiffs will
immediately seek transfer of this action to the ongoing MDL pending in the Southern District of
Florida, No. 23-md-03076-KMM, (the “MDL Court”) per 28 U.S.C. § 1407.

2 Similarly, the law firm McCarter & English also faces allegations stemming from its involvement
with Voyager Digital Ltd., another cryptocurrency platform that collapsed and filed for Chapter
11 bankruptcy https://news.bloomberglaw.com/business-and-practice/voyager-investor-suit-
against-firm-shows-risk-of-crypto-advice (accessed February 16, 2024).

1
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4. One of S&C’s main, young lawyers was Mr. Ryne Miller.’

5. On the eve of FTX’s bankruptcy, Mr. Miller texted all FTX and Alameda officials:

| need to wire SuUllCrom $4M to make sure we
are all represented through this. And we
presarve any value that is left. Tomorrow. From

WwWho can

@ I'm in charge now.

3 After both Dan Friedberg and Can Sun resigned from FTX, Mr. Miller was left as the senior
lawyer for FTX US, and Tim Wilson, who had also previously worked at S&C, as the remaining
attorney for FTX International. According to the Financial Times: “Ryne saw the FTX situation
as similar to the Merrill Lynch situation or Lehman in 2009,” said a former colleague. Miller’s
former firm had handled Lehman, the largest bankruptcy in US history.

2
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6. One of the first FTX Insider Defendants* to express a willingness to resolve those
claims and assist the victims, was former FTX Chief Compliance Officer, Mr. Dan Friedberg. It is
apparent that Mr. Friedberg and S&C are at odds with respect to each other’s involvement in FTX.
S&C filed an adversary proceeding in the FTX Bankruptcy against Mr. Friedberg after he filed an
extensive Sworn Declaration in support of opposing the appointment of S&C as lead bankruptcy
counsel for the FTX Debtors, including specific facts and alleged evidence against S&C. See
Exhibit 1. Mr. Friedberg also filed a Declaration before this Court, regarding the nexus between
FTX’s operations and Miami. See Exhibit 2. Undersigned Counsel has unsuccessfully tried for
many months to amicably discuss obtaining any discovery or information from S&C or regarding
its involvement in FTX, including setting depositions of Messrs. Miller and Friedberg.>

7. The actions taken by S&C to blame SBF for the FTX Group’s® collapse, while
downplaying any of its own involvement, has already drawn scrutiny from regulators. Specifically,
Senators John Hickenlooper, Thom Tillis, Elizabeth Warren, and Cynthia Lummis all sent a letter
to Judge John Dorsey, urging the appointment of an independent examiner to investigate FTX’s
collapse.” They highlighted the specific conflict of interest due to Sullivan & Cromwell’s role as
legal advisors to FTX, including Mr. Miller’s role as FTX’s general counsel. The Senators raised

concerns about the firm’s ability to conduct an impartial investigation into the fraud. They stressed

4“FTX Insiders,” or “Insiders” refers to FTX Insider Defendants, which include Samuel Bankman-
Fried (“SBF”), Caroline Ellison, Nishad Singh, and Gary Wang, as well as other insiders, including
Ryan Salame, Ramnik Arora, Zach Dexter and Dan Friedberg.

> See Exhibit 3. Plaintiffs’ Counsel also had many calls and discussions directly with S&C counsel,
Brian Glueckstein, regarding third party subpoenas and document requests served on S&C, which
S&C moved to quash in New York state court on January 31, 2023.

® FTX Trading Ltd. and its subsidiaries are referred to herein as “FTX Trading” or “FTX Trading
Ltd.” West Realm Shires Inc. and its subsidiaries, including West Realm Shires Services, Inc.
(“WRS”), are referred to herein as “FTX US.” FTX Trading Ltd. and FTX US are collectively
referred to as “FTX” or the “FTX entities.” FTX and Alameda Research, LLC and its subsidiaries
(“Alameda”) collectively make up the “FTX Group.”

7 https://www.warren.senate.gov/oversight/letters/warren-hickenlooper-tillis-lummis_raise-

conflict-of-interest-concerns-about-law-firms-role-in-ftx-bankruptcy-investigation-urge-court-to-
appoint-independent-examiner (accessed February 16, 2024).

3
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the importance of an independent examination to restore trust and inform future digital asset
legislation.®

8. On January 13, 2023, the US Trustee representing the interests of the Department
of Justice in FTX’s bankruptcy proceedings, submitted a letter objecting to S&C’s appointment.
First, he stated that S&C’s disclosures were “insufficient to evaluate whether S&C satisfies the
Bankruptcy Code’s conflict-free and disinterestedness standards.”® And second, “S&C’s close
connection with an insider of the Debtors” rendered “S&C too conflicted to investigate Debtors’
downfall.” Mr. Vara concluded that the FTX Debtors’ application to retain S&C as lead counsel
omitted the fact that Ryne Miller had been a partner at S&C, nor did it provide any detail about
the type of services S&C provided to FTX pre-bankruptcy. '

9. According to some FTX Insiders, S&C decided to intentionally keep FTX US
Derivatives (formerly LedgerX) out of the FTX bankruptcy proceedings, with knowledge that it

was in possession of approximately a quarter billion dollars of diverted F'TX customer funds from

which it could (and has) extracted significant revenue.!' In fact, from November 2022 to mid-
January 2024, S&C’s income from matters just related to FTX has surged, exceeding $180
million—or 10% of the fotal revenue the 900-lawyer firm publicly stated it collected in al/l of
2022—with paralegals billing $595/hr. and partners billing up to $2,165/hr.'?

10. More specifically, some currently allege that S&C filed the FTX Bankruptcy: (1)
with no proper authority, and (2) may have been “clouded by the benefits of potential
employment.” See “Combined Reply in Support of Motions to Dismiss Bankruptcy Cases of FTX

8 The reason S&C’s extensive work with other crypto companies is important is because

these competitors offered nearly identical types of “tokens” and “crypto interest accounts,” and
S&C was in charge of negotiations with the SEC, who were strenuously arguing all similar
products constituted the sale of unregistered securities.

? https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id 1=MTQzODMzMw==&id2=-1
10

It appears that more important information may not have been revealed by S&C, including
whether Mr. Miller was paid $500,000 of his salary directly from Alameda, as opposed to the
$500,000 that was admittedly just paid by FTX.

1 https://www.nytimes.com/2023/09/05/technology/crypto-collapse-lawyers-turnaround-

specialists.html (accessed February 16, 2024)
12

https://news.bloomberglaw.com/business-and-practice/sullivan-cromwell-wins-big-in-ftx-
silicon-valley-bank-wrecks (accessed February 16, 2024).
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Trading Ltd. and Maclaurin Investments Ltd. filed by Patrick Gruhn, Robin Matzke, and Lorem
Ipsum UG,” Case 22-11068, [D.E. 5409] (“The Lorem Action™).'?

11.  For example, S&C served as lead counsel for FTX’s crypto competitor BlockFi.
The Securities and Exchange Commission charged BlockFi with failing to register the offers and
sales of its retail crypto lending product. To settle the SEC’s charges, BlockFi agreed to pay a $50

million penalty, cease its unregistered offers and sales of the lending product, BlockFi Interest

Accounts (BIAs), BlockFi also agreed to pay an additional $50 million in fines to 32 states to settle
similar charges.
12. S&C served as lead counsel for BlockFi and according to S&C’ website:

BlockFi announced plans to register with the Securities and Exchange Commission
to offer BlockFi Yield, a new interest-bearing crypto account. BlockFi Yield will
replace BlockFi Interest Accounts (BIAs) for U.S. clients, following a settlement
with the SEC and state regulators that clarified regulatory questions surrounding
cryptocurrency lending practices.

BlockFi Lending is the first company to settle with the SEC or state regulators
regarding interest-bearing crypto accounts, and its parent, BlockFi Inc., is the first
to announce plans to register an interest-bearing crypto account product. BlockFi
Yield will allow crypto holders to earn monthly interest on crypto assets. As of
December 2021, BlockFi Lending and its affiliates held more than $10 billion in
BIA assets and had more than 570,000 BIA clients, including more than 390,000
clients in the United States.'*

13 Author Michael Lewis had unfettered access to SBF, and in his book, Going Infinite: The
Rise and Fall of a New Tycoon, he detailed on the role of S&C in pushing FTX into bankruptcy
and prearranging the appointment of John Ray as CEO. According to Lewis, John Ray received a
text message several days before the petition filing, “asking him to sit tight because something big
might be coming his way.” The Wednesday before the filing, Ray received a text stating “It’s
insane. I’ll try to get back to you later.” Id. at 232. Then, at 12:33am on Friday November 11,
2022, the S&C attorney texted Ray: “they are still considering whether you are the right candidate
for the job.” Two hours later, the attorney texted: “SBF has gone underground.” Lewis then notes
that “[a]s a legal matter, at 4:30 in the morning on Friday, November 11, 2022, Sam Bankman-
Fried DocuSigned FTX into bankruptcy and named John Ray as FTX’s new CEO.” But “[a]s a
practical matter, Sullivan & Cromwell lined up John Ray to replace Sam as the CEO of FTX, and
then John Ray hired Sullivan & Cromwell as the lawyers for the massive bankruptcy.”

According to Lewis, in the days leading up to the petition, lawyers for S&C told SBF that if “he
didn’t sign the documents, he was going to be thrown into bankruptcy by various barbaric
counties.” Id. at 233.

14 On the compensation request submitted by S&C to the bankruptcy court, for legal work it
performed for the FTX Group in the last 19 days of November, the name BlockFi appears 57 times.



Case 1:24-cv-20630-XXXX Document 1 Entered on FLSD Docket 02/16/2024 Page 9 of 75

13. BlockFi completed its own bankruptcy proceedings in the U.S. Bankruptcy Court
for the District of New Jersey, with over $1 billion exposure in loans and locked up assets at SBF’s
related companies. Gemini’s interest bearing Earn program was also exposed to FTX through its
partnership with Genesis. '

14. Under Bankruptcy Code Section 327(a), attorneys hired by the bankruptcy estate
cannot hold or represent an interest adverse to the estate and must be “disinterested persons.”
Sullivan & Cromwell partner, Andrew Dietderich, told the court the following:

Based solely on the conflicts procedures described herein, (i) S&C is not aware of
any conflict between its representation of the Debtors and its representations of its
Current Clients or Former Clients that would cause S&C not to be a ‘disinterested
person,’ (i1) S&C does not represent any person or entity having an interest adverse
to the Debtors in connection with these chapter 11 cases. . . . '

15. Some creditors filed objections to S&C serving as Lead Counsel:

Sullivan & Cromwell was one of the FTX Group’s ‘primary external law firms’
before the FTX Group collapsed. To date, the FTX Group has paid the firm more
than $20.5 million in fees and retainers. Now, in the most flagrant attempt by a fox
to guard a henhouse in recent memory, Sullivan & Cromwell has applied to be
appointed the FTX Group’s bankruptcy counsel with duties that would include
‘investigating all potential estate causes of action’....

In 6 of those instances, the billable hours were described as involving the “BlockFi adversary
proceeding” or “BlockFi adversary action.”

15 https://ag.ny.gov/press-release/2023/attorney-general-james-sues-cryptocurrency-companies-

gemini-genesis-and-dcg (accessed February 16, 2024).
16

It appears S&C may have had some involvement in the BlockFi adversary action with FTX.
BlockFi was claiming ownership of more than half a billion dollars in shares of Robinhood, a
trading app, which were 90 percent-owned by SBF through an offshore vehicle called Emergent
Fidelity Technologies, Ltd. The shares were pledged as collateral for $680 million in loans that
Alameda Research owed BlockFi. The Department of Justice believed that SBF may have been
attempting to hide his investment, by setting up the offshore vehicle, Emergent Fidelity
Technologies Ltd. in Antigua, to hold the shares. The registration for Emergent Fidelity
Technologies, Ltd. was filed on April 22, 2022 in Antigua.

Federal prosecutors for the Southern District of New York stated that “the original
circumstances of the purchase of these shares, through a foreign special purpose vehicle with no
public connection to FTX or Alameda, further indicate the steps the defendant has taken to obscure
his criminal misuse of FTX customer property.” Mr. Miller at that time was General Counsel for
FTX US in August of 2021 and listed himself as the contact person on the Securities and Exchange
Commission filing for this Robinhood stock purchase.

6
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16. The Third Circuit Court of Appeals recently ruled that an “Independent Examiner”
should have been appointed to oversee administration of the FTX bankruptcy proceeding, so the
Examiner could investigate any and all liable parties, including S&C. The Third Circuit held that
the plain text of Section 1104(c)(2) requires the appointment of an examiner under the specified
conditions set forth. See In re FTX Trading, No. 23-2297, 2024 U.S. App. LEXIS 1279 (3d Cir.
Jan. 19, 2024). This ruling directly questions the Bankruptcy Court’s earlier findings regarding the
appropriateness of retaining S&C as debtor’s counsel without further investigation into potential
conflicts of interest. The Third Circuit concluded that the FTX case would specifically benefit
from “much-needed elucidation,” and that further investigation into FTX’s prepetition practices
had the potential to reveal further undisclosed mismanagement that could continue to affect the
public upon confirmation of FTX’s reorganization plan.'”

17. SBF now faces up to 110 years in prison for orchestrating the scheme, following
his November 3, 2023 conviction on charges including fraud, conspiracy, and money laundering
in swindling billions of dollars from FTX customers. Billions of dollars have been stolen from
customers across the globe. While customers of FTX, Class Members, lost everything, S&C was
able to gain millions from the FTX fraud. S&C served as primary legal counsel to FTX for the 16
months preceding FTX’s collapse, during which time S&C billed around $8.5 million in fees.

Mr. Miller and FTX

18.  S&C’s involvement with FTX began during the summer of 2021, when FTX

announced the hiring of Ryne Miller, a former S&C partner, as the new General Counsel for FTX
US. Mr. Miller was also paid by, and worked for, both Alameda and FTX Trading. Unlike many
other FTX officers and employees, Mr. Miller insisted on being paid solely in USD, and not in
cryptocurrency or options in FTX or any of the FTX entities.

17 In fact, FTX Bankruptcy Judge John T. Dorsey, previously explained with great reasoning why
debtor’s conduct both pre- and post-petition can be the grounds for actions:

The ‘fresh start’ provided by the Bankruptcy Court cannot be both a sword and a shield.
The Debtors made the decision to wield the sword when they filed for bankruptcy in order
to escape the crushing volume of litigation they forced. But they also decided to continue,
post-petition. to [violate the law]...If it turns out that they are violating the law by doing
so, they cannot then us ethe Code’s ‘fresh start’ policy as a shield to escape liability
for that decision. (e.s.)

In re Mallinckrodt PLC, U.S.B.C. 20-12522 (Bankr. D. Del. Oct. 19, 2021).

7
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19. In announcing Mr. Miller’s hire, FTX touted his ability to “grow [the FTX]
presence in the US and expand on its mission in delivering trust, transparency, and credibility to
the industry,” because Mr. Miller had requisite experience in securities and derivatives, promising
that FTX would “remain[] responsive to, and compliant with, emerging US and global regulatory
policies.” To be sure, Brett Harrison, President of FTX US, announced upon Mr. Miller’s hiring
that FTX US “share[s] with [US regulators] the desire to establish digital assets as a safe and
reliable investment vehicle, and with Ryne” Miller, FTX US is “confident [it] will serve as a
helpful resource in achieving that goal.”

20. While a partner at S&C, Mr. Miller was mentored by Andrew Dietderich and
Mitchell Eitel, and was Co-Head of S&C’s Commodities, Futures & Derivative practice. Mr.
Miller possessed additional experience as a former attorney at the U.S. Commodity Futures
Trading Commission (“CFTC”), where he worked under now Securities and Exchange
Commission (“SEC”) Chairman, Gary Gensler. Mr. Miller’s connections, which the FTX Group
viewed as critical to “forg[ing] cooperative working relationships with US regulators,” were a
major reason SBF sought to hire Mr. Miller to occupy a major role at FTX US.

21.  Mr. Miller’s departure from S&C solidified S&C’s involvement in FTX’s
continued growth and expansion. S&C’s Chairman, Joseph Shenker, confirmed that S&C was still
“very much look[ing] forward to continuing to work with [Mr.] Miller and FTX][] US.” In January
2022, roughly six months after FTX US brought Mr. Miller onboard, FTX US was valued at $8
billion, stemming from a $400 million first-round funding from investors, as well as from
acquisitions and regulatory applications on which S&C advised.

22. Immediately after FTX hired him, Mr. Miller made it his priority to provide
business to S&C as outside counsel (as evidenced by 20 separate engagements in a few short years
relating to regulatory hurdles and mergers and acquisitions, which resulted in attorneys’ fees
exceeding $8 million), making S&C one of the FTX Group’s chief providers of legal counsel
alongside its corporate counsel, Fenwick & West. S&C’s representation of FTX was expansive
and included regulatory matters, mergers & acquisitions, bankruptcy litigation, personal
representation of FTX Insider Defendants, representation on both sides of various deals with other
entities, and most recently in the administration of the FTX bankruptcy proceedings.

23. While Mr. Miller stood on one side of the FTX/S&C bridge, Andrew Dietderich,
who is the co-head of S&C’s Global Finance & Restructuring Group and is known as one of the
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leading transactional restructuring lawyers, stood on the other. Having mentored Mr. Miller, Mr.
Dietderich had strategically positioned himself and his law firm to serve as primary counsel for
FTX Group. Other partners of S&C involved in managing its representation of the FTX Group
included Mitchell Eitel, another one of Mr. Miller’s mentors at S&C. Throughout his tenure as
General Counsel at FTX Group, Mr. Miller reportedly kept in near constant contact with Messrs.
Dietderich and Eitel through the Signal App and other means of communication, keeping them
informed as to FTX Group’s inner workings.

24. Several matters that S&C pursued on behalf of the FTX Group gave S&C an in-
depth and detailed look into the true inner workings of the FTX Group’s fraudulent enterprise.
Notably, S&C counseled FTX’s bid for the assets of Voyager, another cryptocurrency exchange,
in bankruptcy (In re Voyager Digital Holdings, Inc., Case No. 22-bk-10943 (Bankr. S.D.N.Y.)
(“Voyager™)), as well as FTX’s acquisition of LedgerX LLC (“LedgerX”), which granted S&C a
view into the finances of FTX and visibility of the FTX fraud.

25. One of Mr. Miller’s first engagements of S&C as outside counsel was related to
FTX US’s acquisition of Miami-based LedgerX, for which FTX paid S&C approximately
$1,513,000 in fees and costs. Helmed by over a dozen S&C lawyers led by another of Mr. Miller’s
mentors, Mr. Eitel, the LedgerX transaction was designed to provide FTX US with a CFTC-
regulated Designated Contract Market, Swap Execution Facility, and Derivatives Clearing
Organization, which was meant to help FTX in “further developing a strong working relationship
with the U.S. regulatory community.” The connections Mr. Miller developed while at S&C with
government regulators were crucial to the success of this deal. It appears that FTX purchased
LedgerX in Miami with diverted FTX customer funds.

26. Through its work on the LedgerX acquisition and work in connection with LedgerX
(d/b/a FTX US Derivatives) thereafter, S&C was privy to a software audit of the FTX systems,
which Mr. Miller and then-CEO of LedgerX, Zach Dexter, oversaw. According to FTX Insiders,
Mr. Miller became aware through that audit of the “back door” in the FTX Platform!'® code that
allowed SBF and his inner circle to embezzle FTX customer funds by funneling them to Alameda,

and communicated that fact to his mentors, Messrs. Dietderich and Eitel, and others at S&C. It

18 “FTX Platform” or “Deceptive FTX Platform” refers to the various platforms FTX created for
investors to access crypto and related markets.
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does not appear that Mr. Miller nor S&C disclosed the “back door” to anyone until well into the
FTX Bankruptcy.

27.  Following the LedgerX acquisition, FTX again retained S&C and paid the firm over
$662,000 in fees and costs for advice regarding FTX’s application to the CFTC to amend
LedgerX’s Derivatives Clearing Organization (DCO) license to allow LedgerX to clear margined
future contracts. Mr. Miller’s connections with regulators again proved to be crucial, as he and
other S&C attorneys purportedly engaged in many months of informal discussions with CFTC
staff in order to maneuver the FTX Group into a position that would enable it to prepare a
convincing application. These efforts culminated in a public roundtable, attended by SBF and
several of his employees, held at the CFTC to discuss intermediation in derivatives trading and
clearing, which was precipitated by LedgerX’s application.!” S&C’s lawyers now state in open
court that “LedgerX was a horrible investment by FTX.” Transcript of January 31, 2024 hearing
in FTX Bankruptcy.

28. One such machination was the creation of a $250 million fund that SBF referred to
as an “Over-Capitalized and Conservative Guaranty Fund” (the “FTX Guaranty Fund”), the
claimed purpose of which was to protect depositors by absorbing losses sustained by other users
on the FTX Platform. With the FTX Guaranty Fund and other purported risk mechanisms in place,
FTX represented to the CFTC that “FTX has gone above and beyond the regulatory requirements
and well above what is necessary or required based on our experience over the past years of
operation internationally.” That was not true, as S&C knew from its work advising on FTX’s
application and supporting testimony to the CFTC.

29.  While SBF and FTX touted the $250 million FTX Guaranty Fund to regulators as
a fund comprised of $250 million worth of FTX assets, on information and belief these funds were
actually comprised, in whole or in part, of FTX customer funds, diverted by SBF and/or FTX
Insiders Nishad Singh or Gary Wang, as follows: Alameda diverted the funds from the FTX
Platform through the “back door,” and transferred the funds to SBF, Mr. Singh, and/or Mr. Wang
as unsecured “loans” from Alameda.

30. Indeed, an internal ledger produced in connection with the criminal trial of SBF

shows that, in the weeks leading up to FTX’s CFTC application, more than $300 million flowed

19 https://www.cftc.gov/PressRoom/PressReleases/8519-22 (Accessed February 16, 2024).
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to SBF, Nishad Singh and Gary Wang for “LedgerX” and $250 million flowed to SBF for
“insurance fund” in this way. Upon information and belief, SBF, Mr. Singh, and/or Mr. Wang, in
turn used those diverted funds to purchase shares of FTX US. FTX US then placed those funds
into a LedgerX account to underwrite the FTX Guaranty Fund.

31. These transactions were routed through Emergent Fidelity Technologies Ltd
(“Emergent”), an Antiguan entity through which the FTX Group laundered many fraudulent
transactions of customer funds, and for which S&C reportedly served as “primary counsel.”

32. When the FTX fraud was revealed in November 2022, Mr. Miller and S&C moved
to consolidate power over the FTX Group without delay, quickly ousting SBF and his lieutenants
and appointing in their stead hand-picked successors to navigate FTX through the bankruptcy
process. S&C’s post-collapse maneuvering seems particularly calculated, given that S&C was well
positioned to see the collapse coming, via knowledge gleaned from prior engagements.

33. Mr. Miller and S&C moved to divert the $250 million FTX Guaranty Fund from
LedgerX, one of the few entities S&C specifically chose not to include among the over 100 FTX
entities it forced into bankruptcy, in order to secure receipt of a multi-million-dollar retainer to
S&C before the FTX Group filed for bankruptcy, presumably to improve the Firm’s revenues
throughout the extensive FTX bankruptcy process. With S&C’s assistance, SBF and FTX caused
billions in losses to Plaintiffs through at least two separate schemes, both of which contributed to
the downfall of the FTX Group.

34.  First, FTX stole customer deposits and used billions of dollars in customer funds to
support the operations and investments of FTX and Alameda, to fund speculative venture
investments, to make charitable and political contributions, and to personally enrich SBF, all while
publicly touting the safety of the investment and the segregation of customer funds. The deceptive
FTX Platform maintained by the FTX Group was truly a house of cards, representing a fraudulent
scheme whereby the FTX Group shuffled customer funds between its opaque affiliated entities,
using new investor funds obtained through investments in the deceptive FTX Platform, the yield-
bearing accounts (“YBA”), FTX’s native cryptocurrency token (“FTT”), and/or loans to pay
interest and investment withdrawals to the prior investors, to attempt to maintain the appearance
of liquidity.

35. Second, FTX offered and sold securities without proper registration, depriving

Plaintiffs of financial and risk-related disclosures that would have impacted their decision whether

11
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to invest in the FTX Group. Rather than heed the myriad warnings from the SEC dating as far back
as 2017, the FTX Group chose instead to skirt US regulation through deception.

36.  Doomed from the start, the FTX Group imploded, and over $30 billion in value
evaporated almost overnight when the FTX Group filed its emergency Chapter 11 bankruptcy
petition in Delaware. The FTX Group’s bankruptcy proceeding is likely to continue for many

years, with no guarantee that any of the victims will be able to see full recovery from those

proceedings. The class action, pending in the Southern District of Florida as an MDL, may be the
only avenue for victims to recover their damages in full.

37. As outlined in several complaints already filed in the MDL, the MDL Defendants?’
directly perpetrated, conspired to perpetrate, and/or aided and abetted the FTX Group’s multi-
billion-dollar fraud for their own financial and professional gain. S&C was one of FTX US’s
principal outside law firms and its conduct mirrors that of the other MDL Defendants. This conduct
violates numerous laws, including laws related to the sale of unregistered securities, consumer
protection, professional malpractice, aiding and abetting fraud, negligence, breach of fiduciary
duties, and violations of the Racketeer Influenced and Corrupt Organizations Act (“RICO”).

38.  S&C provided services to the FTX Group entities that went well beyond those a
law firm should and ordinarily provides. As the evidence will reveal, S&C lawyers were eager to
craft not only creative, but misleading strategies that furthered FTX’s misconduct. As several
members of Congress recently remarked, these and other services are “often central to major

financial scandals, given [legal counsel’s] role in drafting financial agreements, risk management

20 “MDL Defendants” collectively refers to all Defendants named in the Administrative Class
Action Complaints filed in the MDL Court, including, but not limited to: Samuel Bankman-Fried,
Caroline Ellison, Gary Wang, Nishad Singh, Prager Metis CPAs, LLC and Armanino LLP,
Sequoia Capital Operations, LLC, Thoma Bravo, LP, Paradigm Operations LP, SkyBridge Capital
I, LLC, Multicoin Capital Management LLC, Tiger Global Management, LLC, Ribbit
Management Company, LLC, Altimeter Capital Management, LP, and K5 Global Advisor, LLC,
Sino Global Capital Limited (“Sino Global”), Softbank Group Corp., Temasek Holdings (Private)
Limited, Temasek International (USA) LLC, Thomas Brady, Gisele Biindchen, Kevin O’Leary,
Udonis Haslem, David Ortiz, Stephen Curry, Golden State Warriors, LLC, Shaquille O’Neal,
William Treavor Lawrence, Shohei Ohtani, Noami Osaka, Solomid Corporation d/b/a Team
Solomid, TSM and/or TSM FTX, Graham Stephan, Andrei Jikh, Jaspreet Singh, Brian Jung,
Jeremy Lefebvre, Tom Nash, Erika Kullberg, Creators Agency, LLC, Deltec Bank & Trust
Company Ltd., Farmington State Bank, and Fenwick & West, LLP.
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compliance practices, and corporate controls.” S&C is no different, and the services and strategies
it provided to the FTX Group were important to the eventual FTX Group’s fraud.

39.  Moreover, the role of lawyers in these crypto Ponzi schemes takes on added
significance due to the one of the central questions of these cases being a legal question: whether
the tokens and interest-bearing accounts are classified as securities. Law firms like S&C, Fenwick
& West, and McCarter & English, through their work for entities like FTX, BlockFi, and Voyager,
played a crucial role in navigating and interpreting securities law for these platforms, used to pass
the check of regulators and convinced others to invest.

40. S&C had already significantly benefited from their association with FTX pre-
bankruptcy by securing over $8.5 million in fees within the 16 months leading up to the exchange’s
collapse. However, the windfall for S&C exploded in the aftermath of FTX’s bankruptcy filing.
Since taking a leading role, S&C’s income from matters related to FTX has surged, exceeding
$180 million—or 10% of the fotal revenue the 900-lawyer firm publicly stated it collected in a//
of 2022—with paralegals billing $595/hr. and partners billing up to $2,165/hr.?! When combined
with other advisers working on the case, approved fees for the first nine months alone eclipsed
$300 million, making FTX “one of the highest, if not the highest,” burn rates for any bankruptcy,
said Nancy Rapoport, a University of Nevada Las Vegas law professor.?

41. SBF himself attempted to shift some of the blame onto S&C during his own recent
criminal trial, mirroring familiar reliance on counsel defense strategies observed in numerous
crypto-related legal battles, including the case against McCarter & English for its role in causing
major losses to customers of the Voyager Digital cryptocurrency exchange.* SBF tried to argue
that, in some ways, he was merely following S&C’s guidance, which, in his view, contributed to

the missteps leading to FTX’s downfall, though District Judge Lewis A. Kaplan, presiding over

21 https://news.bloomberglaw.com/business-and-practice/sullivan-cromwell-wins-big-in-ftx-

silicon-valley-bank-wrecks (accessed February 16, 2024).
2 1d.

23 Karnas, et al. v. McCarter & English, LLP, et al. Case No. 1:24-cv-20480-RKA (S.D. Fla.) The
Karnas plaintiffs allege that McCarter & English issued a phony legal opinion asserting that
Voyager’s VGX token and related accounts were not securities, effectively green-lighting
activities that later came under scrutiny for fraud.
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SBEF’s trial, properly restricted the inclusion of this proposed testimony, because it was simply not
a defense to SBF’s pending claims.?*
I PARTIES

42. Plaintiff Brandon Orr is a citizen and resident of the State of Arizona. He is a
natural person over the age of 21 and is otherwise sui juris. Plaintiff Orr purchased or held legal
title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested through an
FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations set forth
herein, Plaintiff Orr has sustained damages for which the Defendant is liable.

43. Plaintiff Leandro Cabo is a citizen and resident of the State of California. He is a
natural person over the age of 21 and is otherwise sui juris. Plaintiff Cabo purchased or held legal
title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested through an
FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations set forth
herein, Plaintiff Cabo has sustained damages for which the Defendant is liable.

44, Plaintiff Ryan Henderson is a citizen and resident of the State of California. He
is a natural person over the age of 21 and is otherwise sui juris. Plaintiff Henderson purchased or
held legal title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested
through an FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations
set forth herein, Plaintiff Henderson has sustained damages for which the Defendant is liable.

45.  Plaintiff Michael Livieratos is a citizen and resident of the State of Connecticut.
He is a natural person over the age of 21 and is otherwise sui juris. Plaintiff Livieratos purchased
or held legal title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested
through an FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations
set forth herein, Plaintiff Livieratos has sustained damages for which the Defendant is liable.

46.  Plaintiff Alexander Chernyavsky is a citizen and resident of the State of Florida.
He is a natural person over the age of 21 and is otherwise sui juris. Plaintiff Chernyavsky purchased
or held legal title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested
through an FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations
set forth herein, Plaintiff Chernyavsky has sustained damages for which the Defendant is liable.

24 https://www.nytimes.com/2023/10/10/technology/sam-bankman-fried-trial-lawyers-judge.html
(accessed February 16, 2024).
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47. Plaintiff Gregg Podalsky is a citizen and resident of the State of Florida. He is a
natural person over the age of 21 and is otherwise sui juris. Plaintiff Podalsky purchased or held
legal title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested through
an FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations set forth
herein, Plaintiff Podalsky has sustained damages for which the Defendant is liable.

48. Plaintiff Vijeth Shetty is a citizen and resident of the State of Florida. He is a
natural person over the age of 21 and is otherwise sui juris. Plaintiff Shetty purchased or held legal
title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested through an
FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations set forth
herein, Plaintiff Shetty has sustained damages for which the Defendant is liable.

49. Plaintiff Chukwudozie Ezeokoli is a citizen and resident of the State of Illinois.
He is a natural person over the age of 21 and is otherwise sui juris. Plaintiff Ezeokoli purchased
or held legal title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested
through an FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations
set forth herein, Plaintiff Ezeokoli has sustained damages for which the Defendant is liable.

50.  Plaintiff Michael Norris is a citizen and resident of the State of New Jersey. He is
a natural person over the age of 21 and is otherwise sui juris. Plaintiff Norris purchased or held
legal title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested through
an FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations set forth
herein, Plaintiff Norris has sustained damages for which the Defendant is liable.

51. Plaintiff Edwin Garrison is a citizen and resident of the State of Oklahoma. He is
a natural person over the age of 21 and is otherwise sui juris. Plaintiff Garrison purchased or held
legal title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested through
an FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations set forth
herein, Plaintiff Garrison has sustained damages for which the Defendant is liable.

52. Plaintiff Shengyun Huang is a citizen and resident of the State of Virginia. He is
a natural person over the age of 21 and is otherwise sui juris. Plaintiff Huang purchased or held
legal title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested through
an FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations set forth

herein, Plaintiff Huang has sustained damages for which the Defendant is liable.
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53. Plaintiff Julie Papadakis is a citizen and resident of the State of Virginia. She is a
natural person over the age of 21 and is otherwise sui juris. Plaintiff Papadakis purchased or held
legal title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested through
an FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations set forth
herein, Plaintiff Papadakis has sustained damages for which the Defendant is liable.

54. Plaintiff Vitor Vozza is a citizen and resident of the Federal Republic of Brazil.
He is a natural person over the age of 21 and is otherwise sui juris. Plaintiff Vozza purchased or
held legal title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested
through an FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations
set forth herein, Plaintiff Vozza has sustained damages for which the Defendant is liable.

55. Plaintiff Kyle Rupprecht is a citizen and resident of the Dominion of Canada. He
is a natural person over the age of 21 and is otherwise sui juris. Plaintiff Rupprecht purchased or
held legal title to and/or beneficial interest in any fiat or cryptocurrency deposited or invested
through an FTX Platform. As a result of the Defendant’s wrongdoing and the specific allegations
set forth herein, Plaintiff Rupprecht has sustained damages for which the Defendant is liable.

56.  Plaintiff Warren Winter is a citizen and resident of the Federal Republic of
Germany. He is a natural person over the age of 21 and is otherwise sui juris. Plaintiff Winter
purchased or held legal title to and/or beneficial interest in any fiat or cryptocurrency deposited or
invested through an FTX Platform. As a result of the Defendant’s wrongdoing and the specific
allegations set forth herein, Plaintiff Winter has sustained damages for which the Defendant is
liable.

57. Plaintiff Sunil Kavuri is a citizen and resident of the United Kingdom of Great
Britain and Northern Ireland. He is a natural person over the age of 21 and is otherwise sui juris.
Plaintiff Kavuri purchased or held legal title to and/or beneficial interest in any fiat or
cryptocurrency deposited or invested through an FTX Platform. As a result of the Defendant’s
wrongdoing and the specific allegations set forth herein, Plaintiff Kavuri has sustained damages
for which the Defendant is liable.

58.  Defendant Sullivan & Cromwell LLP is an unincorporated limited liability
partnership organized under the law of New York with offices throughout the country.

59. S&C touts its Digital Assets Practice on the firm’s Website as leveraging “the

Firm’s premier Financial Services and FinTech practices to advise a variety of industry members
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on their most significant blockchain, digital assets and currencies, and cryptocurrency-related legal
and business issues. The multidisciplinary group consists of lawyers across several practice groups
at the Firm who collaborate seamlessly to solve our clients most novel issues”—highlighting its
expertise in this area.

60. S&C’s client base includes industrial and commercial companies; financial
institutions; private funds; governments; educational, charitable, and cultural institutions; and
individuals, estates, and trusts. The firm generates on average more than $1.7 billion in revenue
each year.

II. JURISDICTION & VENUE

61. This Court has subject matter jurisdiction over this action pursuant to 28 U.S.C. §§
1331 and 1367 because this is a civil action arising under the Constitution, laws, or treaties of the
United States and because all other claims herein are so related to claims in the action within such
original jurisdiction that they form part of the same case or controversy under Article III of the
United States Constitution.

62. This Court further has subject matter jurisdiction over this action pursuant to 28
U.S.C. § 1332(d) because this is a class action in which the matter in controversy exceeds the sum
or value of $5,000,000, exclusive of interest and costs, and in which at least one class member is
a citizen of a state different from any defendant and in which at least one class member is a citizen
or subject of a foreign state and any defendant is a citizen of a State.

63. This Court has personal jurisdiction over Defendant under Section 48.193(1)(a)(2)
of the Florida Statutes because it not only engaged in a conspiracy in which some of the co-
conspirators—some of whom are MDL Defendants—promoted, marketed, and sold FTX’s
Deceptive FTX Platform, YBAs and/or FTT in Florida, but it also directly engaged in conduct
amounting to a conspiracy with FTX US, which was headquartered in Florida (along with LedgerX
(d/b/a FTX US Derivatives)), and FTX’s inner circle, including FTX US General Counsel Ryne
Miller, and which conduct constitutes committing a tortious act within the state of Florida. Schrier
v. Qatar Islamic Bank, 632 F. Supp. 3d 1335, 1352 (S.D. Fla. 2022) (quoting AXA Equitable Life
Ins. Co. v. Infinity Fin. Grp. LLC, 608 F. Supp. 2d 1349, 1354 (S.D. Fla. Mar. 31, 2009) (Hurley,
J.)) (internal quotations omitted). Defendant’s purposeful availment renders the exercise of
jurisdiction by this Court over Defendant permissible under traditional notions of fair play and

substantial justice.
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64. Venue is proper in this District under 28 U.S.C. § 1391 because thousands of Class
Members either reside in this District; a substantial part of the events or omissions giving rise to
the claims at issue occurred in this District; and because Defendants advised on transactions and/or
received substantial profits from Class Members who reside in this District.

III. FACTUAL ALLEGATIONS
A. The Rise of FTX
65.  In May 2019, SBF and his co-founders, Gary Wang and Nishad Singh, launched

FTX, which, along with various subsidiaries, affiliates, and related entities, operated the FTX
Platform, which FTX purported to be a centralized digital asset exchange aimed at “the mass
market and first-time users” of cryptocurrencies.

66. FTX portrayed itself as a trustworthy and law-abiding member of the
cryptocurrency industry, focused on profits and customer protection. In public statements,
including in testimony before the United States Senate, SBF stated that FTX had adopted
“principles for ensuring investor protections on digital asset-platforms” including ‘“avoiding or
managing conflicts of interest,” and that “[a]s a general principle[,] FTX segregate[s] customer
assets from its own assets across our platforms.” SBF spent millions on advertisements to portray
FTX as the “safest and easiest way to buy and sell crypto” and “the most trusted way to buy and
sell” digital assets.

67.  All the while, however, FTX was doing none of these things. Instead of managing
conflicts, the FTX Group actively embraced them, using FTX Trading, FTX US, and Alameda
funds interchangeably to prop up the enterprise. Contrary to SBF’s statements, FTX had no focus
on customer protection and did not segregate customer funds. Instead, FTX used customer assets
as an interest-free source of capital for Alameda’s and SBF’s private ventures.

68.  FTX was conceived in California before transitioning its headquarters to Chicago,
[llinois, and ultimately landing its domestic operations in Miami, Florida, where FTX US was
headquartered and where, in early 2021, FTX purchased the naming rights to the Miami Heat’s
waterfront arena for more than $135 million, one of many sports venues on which FTX paid to
have its name emblazoned and one of many extravagant purchases made with Class Members’
funds.

69. Beginning no later than early 2019 for FTX Trading and no later than May 22,

2020, for FTX US, Class Members could open “yield-bearing accounts” and/or other accounts and
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deposit a wide assortment of cryptocurrencies, as well as fiat currency, including U.S. dollars, into
the accounts (“Class Member funds”) through the FTX website or FTX’s mobile app.

70.  FTX lured Class Members to make such deposits with promises of a guaranteed
8% annual percent yield on assets equivalent up to $10,000 USD and a guaranteed 5% annual
percent yield on amounts between $10,000 USD and $100,000 USD, each of which compounded
hourly upon a Class Member’s deposit of funds.

71. By structuring the rates of returns in this way, FTX targeted nascent customers new
to investing—i.e., those under the age of 30 and/or new to trading, both inexperienced and
unsophisticated—by tying higher rates of return to lower deposit amounts with “no fees and no
minimum balances.”

72.  Unlike a traditional brokerage, FTX took custody of Class Members’ assets, which
FTX promised to safeguard. In its terms of service, FTX represented to Class Members that “[a]ll
cryptocurrency or dollars (or other supported currencies) that are held in your account are held by
FTX][] US for your benefit;” that “[t]itle to cryptocurrency represented in your FTX[] US Account
shall at all times remain with you and shall not transfer to FTX[] US.;” and that “FTX[] US does
not represent or treat assets in your FTX[] US Account as belonging to FTX[] US.” FTX Trading’s
terms of service similarly represented that no customer funds were “the property of, or shall be
loaned to, FTX Trading” and that FTX Trading “does not represent or treat Digital Assets in User’s
Accounts as belonging to FTX Trading.”

73.  FTX assured Class Members that their assets were safe and could be withdrawn at
any time, claiming on its website that “FTX does back the principal generating the yield with its
own funds and equity.” SBF further promised, on Twitter in August 2021, “[FTX] will always
allow withdrawals (except in cases of suspected money laundering/theft/etc.).” In addition, FTX
posted a document on its website entitled “FTX’s Key Principles for Ensuring Investor Protections
on Digital-Asset Platforms,” which stated that FTX “segregates customer assets from its own
assets across our platforms.” The document also represented that FTX maintained “liquid assets
for customer withdrawals . . . [to] ensure a customer without losses can redeem its assets from the
platform on demand.”

74. FTX also promised to protect against the risk that customers would self-deal on the
exchange or otherwise try to manipulate the market. For example, FTX claimed to offer “wash

trading protection,” representing that it implemented “exchange controls that actively prevent a
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party trading with themselves.” Additionally, FTX represented, in its terms of service, that “FTX]]
US does not permit self-trades in order to manipulate markets, reported statistics, or cause
liquidations.”

75.  FTX also purported to protect against the risk that any customer would become
overleveraged or undercollateralized on the platform. For this, FTX touted its “risk-engine,” an
automated monitoring system that required FTX customers to pledge additional collateral to their
accounts as trades went bad and liquidated that customer’s assets if the customer failed to do so.
FTX d