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ﬁ U S dollars, or other cryptocunencles} m exchange far XRP XRP purchasers reasonably expected to "
' ershxp of XRP and defendants themselves have frequenﬁy hlglﬂlghtedﬂns
proﬁt mstwe Moreover, :the development of the XRP Ledger and oiher facets sf the XRP network, :md B

pected to d ”ve'thereﬁ'om, were, and are, based ennrely on the techmcal
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uﬁdersagmd, attomeys aﬁeges fne zeliowmg, baseé upan parsenm hmwiedge as' éejp}amuff and

contract 2 "fXRP pur‘ hasers 1nclud1ng plalntlff prov1ded consﬁeratmn (m the form of ﬁat such as : s

;'; ‘ and entrepre“ unal efforts of defendants and other t}nrd pa:rnes employed by defendams L -




?ju

, Eapphoable laws;iand for damages resc1ssmn: and other rehef as. detalled herem

iCoun’cy For,e ample;

. JURISDICTION AND VENUE

' ::Andreessen Horowitz;:which is located in ﬂ'llS County has solicited and sold XRP ‘o investors located ‘

sfromandls ﬂsaake-afia;zé‘éﬁf . ogfoi%éi, 2y l;such”i‘a‘:s;f:
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used th means and

suffered by the Class X

3 Ripple Creates'XRP"i’gi

PARTIES

*-SUBSTANTIVE ALLEGATIONS. -

n«~:-3-~

sold by defendants, ‘w}uc was nct reglstered asa secunty by defendants i

In connecnon mth the ac: e"alleged m tlns cnmplamt, defendants dn*ectly or mchrectiy, .
strumentahtxes of mterstate commerce mcludmg, but not hrmted to, the ma11 o} o

\ mterstaze teieph@ne commum inons " d the facxhtxes af the natmnal securmes markcts

was not subject to any !; “

‘ ':"14 Rlpple ] pnmary busmess 1nv01ves the operatmn of an open ledger protocol payment

‘ f serves as both an mvesmlent m the Company (as sales of XRP are uaed to fund Company operatmns
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9 : Plamtlff ) av1d‘0‘uoner isa cmzen of Cahforma who purchased the XRP prornoted and ’j _

‘.ﬁendants 1s T ponmble m“ some manner for “the conduct alleged herem‘ f*fdgfor the mJunes (N
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‘recelvmg 1 bﬂhon

,thh the expectatlon that these mvestm“‘ fts mll 1nc:rease the tokens value) and as a means of exchange - :‘.

promm&& by Rlpple. The Rlppie syszem as based aromzd &e m Ledgez The XRP L@éger oonsas“és ef a

16 Rlpple has been cr zed because of the centrahzed ‘\»ature of 1ts network for XRP

espec1a11y when compare | to the networks for other truly dlstubuted cryptocurrencxes such as Bltcom

The current mlmmum ﬁansacnon cost is 0 00001 XRP although th:s cost can be mcreased by

|| defendants:. ‘This'featiiré of XRP, transactlons beneﬁts defendants bccause it makes, thelr stockpﬂe of {
t XRP m‘ e valuable over tun . :

https fiWWw cnbc comi201 8/’01i04fnpp1e—co-founder—xs-now—ncher—than the-google—founders—on-

! fpaper html

,.{:‘.f: o A
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‘ tltled "Bltcom Is So 2017:'as Ripple. Soars at Year End " with the caption

jltself $xrp.! i

: 35;‘

@bgarhnghouse https //tw1tter com/bgarlmOhouse/status/944325730338357248

34 https //tw1tter com/bgarhnghouse/status/95 36769923 13 8723 84‘7Iang—en
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Rlpple promotes XRP and xRapld to 1ts ex1st1ng Enterpnse Solutlons

I

| central mﬁe of defendams m\detenmmng t‘ne ﬁxture expected vaiu ) f t%z 'asset

:1; :""38'.; Defendants whlte papers advertlsmg and soczal medla

separate the two busmess segments ar :ery much mterrelated, becaus

up on those purported "network effects," clannmg that the use of the Rlpple network and XRP ‘f j Fii

‘ mcrease banks retums on mvestment by 1mprovmg the global paym; t mfrastrueture Moreover e

16 u the use of these product through cross-selhng Rlpple has exp11c1t1y stated that‘ h15 's::part of 1ts"
busmess strategy As XRP can be used to tra.nsact on xRap1d and the same customers that may adopt : )

Rlpples Enterpnse Solunons overlap Wlth potentlal msntutlonal users and fac:htators of XRP the | )

success of Rlpple s ove all ?busmess an: ‘peratxons 1s dn'ectly correlated to the pnce ofXRP

£ https l!npple com/solunons/source-llqmdlty/

3. https //npple com/ﬁles/npple v1510n pdf

39 https !/npple com/ﬁles/xrp cost model w_paper pdf

4’9 E g,, https !z’npple comfms1ghtsfmuch—ado-much-to—do-pmt—3i( >Wh11e no xCurrent customers today .
use xRapxd, we're 1ncreasmgly speaking to them about: their 11qu1d1ty chaﬂenges and xRapid ¢ at their |~ <

L request _As long as we continue to run xRapld pilots as successful as Cualhx S; we beheve we'll dnve

23

a lot of payments volume through XRP in the years ahead ")

~12-

dopnon ofopple s Enterpnse ;

tomer base and can mcrease “ .
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The centrahzed nature of XRP compared to other cryptocurrenmes further cements the S

ostmgs also conﬂate\‘:deptlon Ez'f

: and use of Rlpple s Enterpnse Solunons busmesses wnh adopnon and us 0 XRP Althoug“ jostenmbly -




11 mcrease accordmgly, " and he was, "votmg w1th my ‘POCketbOOk i

3 flon the future increase ‘value o cryptocurrenmes 46,
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s 5.5.1 Nathamel Popper ‘Rise of Bitcoin. Competitor Rzpple Creates Wealth to. Rtval Zuckerberg, N Y
24 Tlmes Ja\; 4, 2018 https /[www.nytimes. com/ 2018/0 1 4/technology. "tcom—nppl html. :

i 5 :53 Id
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| .5? Q32017 XRP Markets Réport; https:/ripple.com/sip/q3:2017:xip-matkets report/;
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Q4 2017 XRP Markets Report, hitps://ripple.com/insights/q4-2017 —xrp—markets—report/
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|1 € @bgarhnghouse ‘https://tvitter. com/bgatlinghouse/statiis/951461582424358912:
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65 The‘ RzppZeStory, } ﬂ\/IEX Research (Feb 6 201 8) https //blog b1tmex com/the—npple—story/
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centrahzed [sxc] ) 83 Rlpple touts 1ts control over the XRP Ledger as an advantage for XRP contendmg

that govemance "may be where XRP most 51gruﬁcanﬂy dlstmgulshes it self [from thcom, Ethereum,

: promotlon of the _protocol and the network

N

® R.lpple cred:ts hups //wﬂu npple comlepple cred:ts#XRPf funds"t

‘80 Id

l lang——en

] 83 The Rzpple Story, B1tMEX Research (Feb 6 ’7018), https i!blog bitmex com/the~npple-story/
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“development and .|
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1= Q4 2017XRPMarkets Reports https !:’twmer comfbgaﬂmghousegstam 9339337911453353329 ;j o
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Q4 2017 XRP Markets Report https //npple com/1n51ghts/q4n201 7= xrp-markets-report/

'85 1d

% XRP Buymg Gulde, https //rlpple com/xrp/buy-xrp/

https: //rlpple com/ms1ghts/npple 1nvests 25-m11110n-to-dr1ve 1nnovat10n~1n-blockcha1n-and-dlgltal-»
assets/.” ~
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,and thecom] goxng forwa.rd Lias Slmllarly, 1t has stated that~"[b]u1ldmg;p1votal mfrastructure on top‘of o

25 m111;qn 1nvest1n¢nt::;::1;_1 i

87 Ripple Invests $25 lelzon to Drive Innovatzon in Blockchazn and ngztal Assets ‘
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l 1 @blockchamcap S new fund isthe: ﬁrst and not the last contnbu’uon to’ venture§ that‘f "rther"d*velop the
2 #blockcham and $XRP ecosystems "88;_ | - : | |
3 64 Plamtlff and the Class have entlrely passxve roles Vis:avis: the’ Sucoess: of the XRP
4f ‘Ledger and XRP : Rather 'as defeﬂdants own marketmg makes clear the ‘roﬁts téagonabl e:pected to-
. ; :
8:
9 ex
0 e
e
12 o
3R
)
15|
17 kclanne thatXRP 1s acon ] :odlty, such as golti Purchasers‘of XRP d1d ot' ‘yre on to challenge:
18: these contentlons ﬁ'om the Cempany, gfveu the unclear: ;ate of. regulatlon and. qulc y volvmg S d ‘:Sf;;
19 ‘unchartered landscape ‘of blockcham technologles ThlS state of affaiis hasiorily: recently hanged ,asf
20 regulators have begun fo: prov1de clanfymg guldance that undermmes defendants" demals and thei'i
il centrallz nature of XRP 1n R1pple has become more apparent
22 o :
7
24,
25 -
:2“6: i PASTHRSs e e o | 3
||*. Katé;Rooney, Rzpple says. its cryptocurrency XRP is not a securzty, CNBC (Apr 12, 2018), i
' .27\ https //www.cnbc.com/2018/04/ 12/r1pple-says-1ts cryptocurrency -1 not-a-secunty 1.
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eoms may represent other nghts as well Accm dlngly, in ceﬂaln cases, the tokens};
or coins will be.securities and may not. be dawfully sold wzthout regzstratzon with
e SEC oF pursuant {o an éxeription fromiregistration: o ;

That same day,‘th' :SEC 1ssued an 1nvest1gat1ve rep

" press rele : e announcmg ' the xeport stated that ol

:90 ]nvestor Alert Ponzz Schemes Using Vzrtual Currenczes https //www Sec. gov/mvestor/alertsha
virtualcurrencies.pdf. - b S 3

?? id

S 1bu11et1ns/1b comoffermgs

| 2 See SEC Issues Investzgatzve Report Concluding DAO. Tokens a ngztal Asset Were Securztzes

https /W sec. gov/news/press-release/ZO 17-1 3 I

03 2

oncluding that the tokens 1ssued

by a blockcham and d1stnbuted ledger orgamzat1on known as "The Dao}"' Were m fac t;se rmes The :
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1.
federal secuntles laws as, m economlc substance 1t was a secunty

69 On December 11 2(}37 SEC Chazrmen .lay Clayton (“Clayton“) zssued ano%her

pi token or structurmg zt to pmvzde%
N _‘ot prevent tIze taken from bemg a security. Tokens and offerings:
: :‘that mcorporate_ features: and. marketmg efforts’ that emphasme the. potentxal for
; :fproﬁts based- on' the. entrepreneunal or managenal ‘efforts’ of others continue to
ol contam the hallmarks of a secunty under U.S. law On th1$ and other pomts where 5

\ :reglstratlon offenng process and dlsclosurerequlrements 1nvestorprotect1‘\ ;
‘ i:‘partlcular the protectlon of our Mam Street mvestors ‘ : .

TR [M]any token. offenngs appear o have gone beyond this construct and ‘aré more -
A analogous to interests’in a. yet~to—be-bu11t publishirig house with the authors, booksi :
' ¢ Yand dlstnbuhon networks all to come. It is especially troubling » when the promoters v

i \;;;of tlzese o_[fermgs emphaszze tlze secondary market tradmg potenttal ‘of ‘these’

‘.tokens Prospecttve purchasers are being sold’ on the patentzal Jor: tokens 10
S mcrease in value = with the abzlzty to lock in those increases by resellmg the tokens
ona secondary market- or 10 otherwise prof it from the tokens based on the efforts ~
: of "tlzers. R These are key. hallmarks of a secunty tmd a securztzes o_[fermg o

_vinvolve: the ojfer ‘and-sale"of securities and’ dzrectly 1mpizcate the. secuntxes
: "regzstratton requxrements and other investor protectzon provisions of our federal :
. securities laws. Generally speakmg, these laws provide that investors deserve to‘, ‘

~ know what they are mvestmg in and the relevant risks mvolved S 8

: 70 Clayton could have been refemng dlreeﬂy to RJpple and defendants’ aﬁempts to tout the e

‘ proﬁt—makmg potentlal of mvestmg m XRP tokens- on the one hand, wlnle dlsclalmmg any

% See Jay Clayton, Sraiemenf on C;yptocurrenczes and Imz‘zal Com Qﬁ%rzngs SEC (Dec l l 2017) ‘
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over any questionsscely affstn

|| fact commion to the Class are:::

FIRST CAUSE OF ACTION

aFors Vlolatlon of §§251 10 and 25503 of the Corporatlons Code’:
Agamst All Defendants """

unlawful for any person to offer or: sell m ‘this state any secunty m an 1ssuer transactmn unless such e

P I SESUCRITIN
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SECOND CAUSE OF ACTION‘

For:Vlolatlon of: §25504 of the Corporatlons Code

Agamst Rlpple an Garlmghouse

Plaiiit tlff repeats and realleges the precedmg allegatlons a5 1f fully s‘::: forth herem

L7
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Awarding suchiequitable/injunctive: or, other, relief as' the:Court, may.deem _]ust and
17 proper
i JURY DEMAND

20'|| Dated: Jutie:27;:2018

e,




