





MASTTINGK Y 5 misrepresentations oul of the recorded versions ol the AMAs posted o the
internet.  But. despite warnings Irom other Celsius employees, MASHINSKY continued fo
misrepresent the nature of Celsius’s core business activities on live broadeasts. Moreover, neither
MASTINSK Y nor Celsius ever issued corrections to notily ihe public and those who had watched
e Hive recorded verstons of e ANAS tha ceviain o MASTTINSE Y s statements were nndroe oy
misleading.

4. As ALEXANDLER MASHINSKY. the defeidant. falsely porivayed Celsius as o
safe and secure institulion, Celsius's cuslomer basc grew exponenlially. Many of those customers
were relail investors rather than large institutions. By in or about the fall of 2021, Celsius had
grown to become one of the largest crypto platforms in the world, purpertedly holding
approximately $25 billion in assets at its peak.

5. Under the direction and leadership of ALEXANDER MASHINSKY, the
defendant, Celsius also launched its own native crypto token, CEL, through an initial coin offering
(*1C0O™) in or about 2018 designed to raise money to fund Celsius’s operations. During and after
this ICO, MASHINSKY falsely claimed that Celsius had seld all the CEL tokens that it had made
available for sale to the public during the ICO tor a total raise of $50 million. In reality, Celsius
failed to sell more than one-third of the 325 million CEL tokens it had made available for sale and
only raised approximately $32 million through the ICO.

6. After the CEL token ICO, ALEXANDER MASHINSKY and RONI COHEN-
PAVON, the defendants, and others working at Celsius orchestrated a yearslong scheme to mislead
customers and market participants regarding the market value and interest in CEL such that
Celsius’s assets would appear more valuable than they were and so that MASHINSKY and

COHEN-PAVON were able to sell CEL at inflated prices. They did so by manipulating the price





















erd of e 2018, Buf nerther MASHINSKY nor the entity that he controlled ever paidd {or the
tokens, and in Juae 2018 the 117 million CEL tokens remained unsold. Under the terms of the
whitepaper. the 117 million unsold CEL (okens should have been burned, but Celsius neither
burned the tokeng nov publicly disclosed that it was devialing [row the fenms of s owin whitepaper
anel s Dindamentally altering CTD s value proposiion

201 lin or about late 2009, with the public slill unaware that the 100 was never fully
funded wned that more than one-third of the available CIIL tokens had gone unsold. Celsiug und
ALEXANDER MASHINSKY, the defendant. yei again allempied to provide cover lor
MASHINSKY s mistepresentations. This time. Celsius converted the token sale agreement into
a “loan agreement” under which Celsius gave an entity controlled by MASHINSKY a loan against
the 117 million CEL that MASHINSKY s entity had never even purchased. Under the terms of
the loan agreement, Celsius held the 117 million tokens as collateral against the loan, and
MASHINSKY’s entity was permitied to sell the tokens on the secondary market and transfer the
proceeds of those sales to Celsius as partial repayment on the loan. Executives at Celsius expressed
concerns to MASHINSKY and others that this “loan agreement” was really just a free option for
MASHINSKY to purchase CEL if the token price went above the ICO sale price, and a senior
executive vesigned in part because of his objection to this self-dealing transaction. A month later,
Celsius and MASHINSK Y’s entity executed yet another loan agreement that superseded the prior
agreement. This superseding loan agreement required MASHINSKY to post additional collateral
in the form of his equity interest in Celsius and required that he repay the loan in full within 48
months.

21. Ultimately, ALEXANDER MASHINSKY, the defendant, neither repaid the loan

nor consunmated the purchase of the 117 million unsold CEL. Instead, in or about Apni 2020,
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and hnancially stable corpany that was a sate and secure place by castomers (o cam yield on
their cryplo assels.

26. ALEXANDER MASHINSKY. the delendant, also falsely claimed that Celsius
returned 80 pevcent ol its revenues back to Celsius customers in the form ol the weekly rewards
payments. retannng the wmaining 20 percenl of its revenues (o fund s operations and as profil.
This representation was [alse In truih. and as MASHINSKY knew. for fhe vast majoridy ol
Celsius’s existence, Celsius did not even perform a ealeulation when setling its rewards vates to
detertnine what 80 percent of revenue would be. Instead. Celsius determined its rewards rates
primarily based on marketing concerns, looking at its competitors™ rates and (rying to beat them.
As a result, Celsius’s weekly rewards rates bore little relationship to Celsius’s revenue streams.
Sometimes, Celsius’s rewards to customers fell well below 80 percent of its revenues—rendering
MASHINSICY’s claims that Celsius was sharing 80 percent of its revenues with its customers
false. But across Celsius’s existence, Celsius’s rewards payments were well in exeess of 80
percent of its revenues, making its high rewards rates unsustainable in the iong-term. Internal
Celsius data presented to MASHINSKY, other Celsius executives, and Celsius’s Board of
Directors showed that Celsius’s reward payments for 2021 represented approximately 120 percent
of its revenue, In other words, Celsius paid out far more in rewards than it had even earned in
revenues, while telling customers that the high rewards were not subsidized and were based on
Celsius’s profitable business model. Despite being repeatedly warned by other Celsius employees
and executives that Celsius’s rewards rates were too high and not sustainable because Celsius was
not generating enough yield to support them, MASHINSKY resisted lowering rewards rates and
continued to publicly claim that Celsius’s rewards rates were determined based on the yield it

generated, which, as MASHINSKY knew, was [alse.
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were based on its invesiment eamings and that its rates were sustainable mcluding. tor example
claiming: “Remember, we gel institutions to pay us so we can pay you. When in history have
institutions paid the average person anything? They don’t like it believe me. they hate paying us
that vield. Right. And then we take most of it and deliver it to you.”

19 Cebgax also sullered fnwe and ondisclosed losses that were fondanentslly
inconststent with its public claims ot probiability. as ALCXANDER MASHINSK Y. ihe
detendant. was well awaie. These losses at imes cul so far into any purpericd probits that Celsius
was generating that Celsius effectively had to use other customers” deposits to conlinue to pay out
its unsustainably high rewards rates, For example. in or about early 2021. MASHINSKY and
other Celsius executives discovered that Celsius had a sizable “hole™ in ils balance sheet
representing an asset-liability mismatch caused primarily by a shortfall of hundreds of millions of
dollars’ worth of Bitcoin. This hole had been caused, at least in part, by Celsius making large
purchases of CEL using Bitcoin deposited by its customners. Had these customers requested
withdrawals of the Bitcoin they had deposited, Celsius would have had insufficient Bitcoln
available to satisfy redemption demands. Celsius had to replace these missing customer crypto
asscts by purchasing them in the market, but because the price of Bitcoin had risen substantially,
Celsius suffered a sizable loss in the process. Multiple Celsius employees and executives brought
the asset-liability mismatch to MASHINSKY’s attention during the first half of 2021.
Nonetheless, MASHINSKY continued to claim publicly during this time: “We are profitable. . . .
The yield that is generated is actual yield. It’s not subsidized. it’s not paid with cither investors’
money or some tokens that you printed or whatever.”

30.  Even as Celsius’s financial condition detertorated from in or about late 2021

through Celsius’s “Pause” in June 2022, ALEXANDER MASHINSKY, the defendant, continued



to ndsrepresent Celsius” profitability,  Lor exatple, Celsius's Chiel Financial Oltica itdormed
MASHINSKY in late April 2022, “we are hemorrhaging $7.5mm pre-tax losses cach week™ an
that Celsius ran “a real risk of nol returning to profitability quickly enough.”™ During 2022,
MASHINSKY repeatedly discussed with other Celsivs executives that Celsins needed a stratcpy
to gel back to proliability or “hreak even. rearly May 2022 aninternad presentation o Celsig 5
Board of Directors referenced that Celsivs had sullered a pre-tax loss ol approximately $800
million in 202 1. Despite regular discussions abont the fact that Celsius was nol prolitable in 202
and was not earnmyg sulficient yield to support its high rewards rates. MASHINSKY nevertheless
continued to publicly claim that Celsius was in a strong financial position and earned the purported
“yield" that it distributed to customers through its rewards. [or example. in an AMA on or about
March 4, 2022, MASHINSKY falsely stated: “Celsius is trying to do something very simple.
Okay? How about we charge borrowers 9 percent and pay users 7 percent? Right? So most of
the yield goes to the communily or o the coin owners.” Other Celsius executives scrubbed the
statement {rom the recording of the AMA that was later posted to Celsius’s websile.
MASHINSKY s Misrepreseniations Regarding Celsius's Purportedly Markei-Neutral Strategy
3l In his public statements, ALEXANDER MASHINSKY, the defendant, repeatedly
and falsely claimed that Celsius earned yield by deploying customers’ cryplo assets in a safe and
secure manner. MASHINSKY regularly downplayed the risks that Celsius’s customers were
exposed to by investing their crypto assets with Celsius by assuring them that Celsius was not
making so-called “directional bets”—that is, gambling on the future value of cryptocuirencies by
taking long or short positions in various crypto assets—but instead was eamning yield with Celsius
customer funds through a market-neutral strategy that did not depend on the prices of particular

crypto assets rising or falling. In fact, as MASHINSKY well knew, Celsius was not market-ncutral
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30, I3ud in reality. as ALEXANDUR MASIINSKY. e defendant knew. at the very
same time MASHINSKY made these stalements, uncollateralized loans made up a substantial and
prowing percentage of Celsius’s institutional loan portfolio.  MASHINSKY was regularly
presented with granular information vegarding Celsius’s vncollateralized loans in meeiings with
other € olsing exccatives, mwheling  ab vepulic meetmps of Celsius’s Kask Commitlee.
MASHINSKY also knew that Celsius’s uncollateralized loans represented n substantial portion of
its institntional lending business. For example, a November 28, 2021 Risk Committee presentation
retlected that Celsius had a total of approximately $1.8 billion m unsecured loans across 21
separate clients, which represented approximately 39 percent of Celsivs’s institntional loan
portfolio.

37. ALEXANDER MASHINSKY, the defendant, had been warned by other Celsius
employees not to make false statemments regarding the fact that Celsius did not offer
uncollateralized loans. For example, in or about November 2021, a Celsius executive who
specifically dealt with regulatory issues wrote to MASHINSKY regarding the upcoming
publication of an interview with MASHINSKY in a magazine. In a draft of the article,
MASHINSKY was quoted as saying, “[o]ne way the company protects funds is by always
requiring its botrowers to put up more than 100 percent of the value of their loan in collateral in
another asset.” With respect 1o this statement, the Celsius exccutive emailed MASHINSKY . in
bold, “this is mot true, and we can not say that” Nevertheless, despite this and other
admonitions, MASHINSKY continued to claim that Celsius was not offering uncollateralized
loans. For example, during an April 2022 interview with CNBC, MASHINSKY was specifically

asked if Celsius was offering uncollateralized loans, and MASHINSKY falsely responded that
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based swap agreement wifli respect 10 snely securily creating actual or apparcnt active trading i
such security. and raising and depressing the price of such security. for the purpose of inducing
the purchasc or sale of such security by others, to wit. MASHINSKY and COHEN-PAVON
engaged in a series of tansactions in CELL in order to arfificially raise the price of CEl and mnduee
others o purchase CHLL

{tke T4 Thatted Stares Code, Sections 781(a)( 2) and 78t sl Vitle 18, Hinted State Cade
Section 2.}

COUNT SEVIEN
{(Wire Frand  CEL Token Manipulaiion)

The Grand Jury further charges:

88.  The allegations containcd in paragraphs ] through 71, and 83 of this Indictment are
hereby repcated, re-alleged, and incorporated by reference as if fully set forth herein.

89.  From at least in or about 2018 through at least in or about June 2022, in the Southern
District of New York and elsewhere, ALEXANDER MASHINSKY and RONI COHEN-PAVON,
the defendants, knowingly having devised and intending to devise a scheme and artifice to defraud,
and for obtaining money and property by means of false and frandulent pretenses, representations,
and promises, transmitted and caused to be transmitted by means of wire, radio, and television
communication in interstate and foreign commerce, writings, signs, signais, pictures, and sounds
for the purpose of executing such scheme and artifice, to wit, MASHINSKY and COHEN-PAVON
engaged in a scheme to defraud investors in CEL token by artificially manipulating the market for
CEL token and through making false and misleading statements about Celsius’s purchases of CEL
token and making false and misleading statements about MASHINSKY s own sales of CEL token,
inclnding using interstate wires, some of which transited through the Southern District of New
York.

(Title 18, United States code, Sections 1343 and 2.}
44











