


JURISDICTION AND VENUE

2. This Court has subject matter jurisdiction pursuant to 28 U.S.C. 88 1331, 1337(a),
and 1345, and 15 U.S.C. 88 45@®&3(b) and 57b.

3. Venue is propein this District under 28 U.S.C. 8§ 1391(d) (c)(1), (©)(2), (c)(3),
and 15 U.S.C. § 53(b).

PLAINTIFF

4, The FTC is an independent agency of the United S@b&srnment created by
statute.15 U.S.C. 8§ 4B8. The FTC enforces Section 5(a) of the FTC ABtJ.S.C. § 45(a),
which prohibits unfair or deceptive acts or practices in or affecting commerce.

5. The FTC is authorized to initiate federal district court proceedings by its own
attorneys to gnin violations of the FTC Acand to secure such equitabdief as may be
appropriate in each case, including rescission or reformation of contracts, restitution, the refund
of monies paid, and the disgorgement afdtten monis. 15 U.S.C. 88 53(hk6(a)(2)(B), and
57b.

DEFENDANTS

6. Defendant BF Labs, Incd/b/a “Butterfly Labs” (hereinaftefButterfly Labs”), is

a Wyoming corporation with its principal place of business in Johnson County, Kansas. Butterfly

Labs also has



complaint. Drakein connection with the matters alleged herein, transacts or has transacted
business in this district.

8. Defendant Nasser Ghosefhiereinafter, Ghoseir?) is the President and
Innovation Officer/Chief Technology Officer auBerfly Labs. At all times material to this
complaint, Ghoseirindividually, or in concert with otherspntrolled the acts and practices of

Butterfly Labs
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generated altogether. Specifically, roughly every four years that the Bitetwork operates,
half the amount of Bitcomare created as comparedhe prior four yeard=or example, a
miner solving the computational puzdeuld earra reward of 50 Bitcomin 2008, but that
reward halved in 2012 to 25 Bitcainand it will drop to 12.5 Bitcosin 2016. Thus the total
number of Bitcois in existence will never exceed 21,000,000 and all Biscaie expected to
be mined by 2140.

17.  As moreminers havgoinedthe Bitcoinnetwork, it has become increasingly
difficult to solve the computational puzzlesfore another mer and make a profiTherefore
miners must seek famtand faster equipment, and must sefficienciesto cut their operating
costs, which includes high electricity bills and waadtear of the miningnachine

18. Initially, Bitcoin mining started as a process that miners could undertake using a
personal computeHowever, as more miners joined the network and the difficulty of Bitcoin
mining increased, the computer hardware required to profitably mine Bitewvoilved from
general purpose CPUs (found in common desktop comptibespkcialized computeand
chips whose sole purposefis performing the calculations necessary for Bitaaining.

19.  With the development and release of each new generatiomioigntechnology,
previous generations become efieely obsolete and worthless. Given the finite number of
Bitcoins being produced, the increasing number of miners and complexity of the computational
puzzles, and the introduction of faster and more specialized equipsh&ihing the most
cutting-edge technology in a timely manner is paramounaifiyrconsumeto successfully

make a profit by mining for Bitcom
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consumers to input data poirggecific to the machine, such as the delivery date, power
consumption, and processing power, all of which Defendants provided to consumers on their
website. The calculator’s outpuicludes net hourly, daily, weekly, monthly, and annual profit
and the date by when the consumer could expect to break even on the machsepardting
costs.

24. Delivery delays between six months and one year would significantly decrease
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29.  On November 28, 201Befendantgposted on their



estimateghat in order to generate a significant amount of Bitcoins, a consumer would need to
purchase 1000 GHer year Defendants stated that the service would allow consumers to
“harness the power of the latest Bitconmning technology” without any “technical
knowledge.” Butterfly Labs stated that they would begin generating Bstéoirconsumers
who paid for these services in thdarch 2014 time frame.” Defendants failed to do so. In
fact, as of Augus2014,Defendantdad not generated aBytcoins for consumers who had
purchasedhe mining services, often at a cost of thousands of dollars per consumer
Refunds

35. Attimes, Defendants have claimed that they would provide refunds; at other
times, they have stated that they have-agfiond policy. Regardless of which purported policy
was in place at the timBefendants have often failed to provide refunds to consumers, even
though thg have not provided consumers with promised products or servicessumers
have not receiwproducts or services for many months.

36. In numerous instances, consumers have tried to contact Defendants to cancel their
orders and obtairefunds, but have been unable to reach Defendants.

VIOLATIONS OF THE FTC ACT

37.  Section 5(apf the FTC Act, 15 U.S.C. 8§ 45(a), prohibits “unfair or deceptive acts
or practices in or affecting commerce.”

38.  Misrepresentations or deceptive omissions of material fact constitute deceptive
acts or practices prohibited by Section 5(a) of the FTC Act.

39. In numerous instances, in connection with the advertising, marketing, promotion,
offering for sale or sale ofBitcoin mining machinesnd services, &endants have represented

expressly or by implication, that
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a. Consumers will be able to use the machines or services to generate Bdctons
generate a profitable or substantial amount of Bitcoins, or

b. Defendants will deliveBitcoin mining machine®r serviceto consumers in a
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PRAYER FOR RELI EF

Wherefore, Plaintiff FTC, pursuant to Sections 13(b) and 19 of the FTC Act, 15 U.S.C.
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FederaltmnFPrade Commission
600 Pennsylvania Ave., N.W., Mail StapC 10232
Washington, D.C. 20580
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