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Adv. Pro. No.  

In re: 

PARETEUM CORPORATION, et al.,1

Debtors. 

ANTHONY M. SACCULLO, in his capacity as 
the Liquidation Trustee for the TEUM 
LIQUIDATING TRUST, 

Plaintiff, 

v. 

ROBERT H. TURNER, VICTOR BOZZO, 
YVES VAN SANTE, EDWARD O’DONNELL, 
DENIS MCCARTHY, and ROBERT MUMBY,  

Defendants. 

COMPLAINT 

1 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification 
number, if applicable, are: Pareteum Corporation (7538); Pareteum North America Corp. (f/k/a Elephant Talk North 
America Corp.) (9623); Devicescape Holdings, Inc. (2909); iPass, Inc. (4598); iPass IP LLC (2550); Pareteum 
Europe B.V.; Artilium Group Ltd. (f/k/a Artilium PLC); Pareteum Asia Pte. Ltd.; and Pareteum N.V. (f/k/a Artilium 
N.V.) (collectively the “Debtors”) The mailing address of the Debtors, solely for the purposes of notices and 
communications, is c/o Saccullo Business Consulting, LLC, 27 Crimson King Drive, Bear, DE 19701. 
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Anthony M. Saccullo, in his capacity as the Liquidation Trustee (the “Liquidating 

Trustee” or “Plaintiff”) for the TEUM Liquidating Trust (the “Liquidating Trust”), alleges: 

NATURE OF THE CASE

1. This case concerns breaches of fiduciary duty and other unlawful conduct by 

Defendants, who were officers and directors of Pareteum Corporation2, from December 2017 

through November 2019 (the “Relevant Period”).  These unlawful acts, centered around material 

misstatements in Pareteum’s financial statements, ultimately led to Pareteum’s financial ruin and 

the commencement of these Chapter 11 Cases (defined below). By way of example, at the 

direction and/or with the support of Defendants, Pareteum’s public filings materially overstated 

revenue by approximately $12 million for fiscal year 2018 (60% of the ultimately restated 

value), and by approximately $30 million for the first and second quarters of 2019 (91% of the 

ultimately restated revenue). When these accounting irregularities were eventually disclosed, 

Pareteum’s stock price plummeted and the Company entered an economic collapse from which it 

could not recover. 

2. Pareteum’s final chapter actually commenced in late 2015, when it undertook a 

restructuring effort to combat its declining business image.  Defendant Robert H. Turner 

(“Turner”) was appointed as Executive Chairman of the Board to lead the restructuring efforts. 

During his first year Turner rebranded the company as Pareteum, enacted a 1-to-25 reverse stock 

split of Pareteum’s common stock, and appointed Defendant, Victor Bozzo (“Bozzo”), as Chief 

Executive Officer of Pareteum. In the years that followed Pareteum’s financial success soared – 

at least on paper.  By way of example, the Company’s market cap expanded significantly, from 

less than $20 million in December 2016 to as high as $569 million in May 2019. In reality, 

22-10615-lgb    Doc 445    Filed 12/05/22    Entered 12/05/22 17:12:34    Main Document 
Pg 2 of 94



3 

however, Pareteum was not nearly as successful as Turner and the other Defendants represented 

to the investing public. 

3. The soaring market cap and other appearances of financial success were actually 

derived from an illusory approach to accounting.  After joining Pareteum, Turner altered the way 

Pareteum reported its revenue. Pareteum began reporting a “backlog” metric, which consisted of 

revenue purportedly owed – but not paid – to Pareteum through its contracts to provide software 

and other services to its customers. During the Relevant Period, Pareteum reportedly built up a 

significant backlog “revenue”. For instance, for the fiscal year ended December 31, 2018, 

Pareteum’s backlog totaled $615 million. According to the Defendants, Pareteum’s backlog was 

an important means by which investors could gauge the expected profitability and growth 

prospects of Pareteum, and by reporting an extremely large backlog, Defendants caused 

Pareteum to signal that it would soon experience significant actual growth. 

4. However, many of the customers who purportedly contributed to Pareteum’s 

backlog during this period were either greatly exaggerated or even nonexistent. Examples of 

these customers include European and African companies with little to no capital or meaningful 

business activity, businesses with inactive websites that offered limited contact information, and 

businesses that were outright closed or dissolved. As such, it was unlikely that Pareteum would 

actually receive the revenue reflected in Pareteum’s “backlog” from actual transactions with 

these customers.  In reality, the “backlog” was an illusion. 

5. These facts were not disclosed in Pareteum’s public statements or SEC filings 

during the Relevant Period. Instead, Defendants caused Pareteum to issue hundreds of press 

releases touting its purportedly lucrative contracts with new customers and Pareteum’s 

2 Pareteum Corporation and its debtor and their non-debtor subsidiaries and affiliates are referred to herein 

22-10615-lgb    Doc 445    Filed 12/05/22    Entered 12/05/22 17:12:34    Main Document 
Pg 3 of 94



4 

artificially inflated backlog, as evidence of positive revenue growth. As a result, the price of 

Pareteum’s stock, as well as Pareteum’s market cap, increased significantly during the Relevant 

Period.  

6. Defendants took advantage of the artificial inflation of Pareteum’s stock price in 

several ways for their own self-interest and to the detriment of the Company. Defendants caused 

Pareteum to enter into certain self-interested M&A transactions, which it did not have the actual 

cash to support. These acquisitions were made through stock transactions and as a result of the 

inflated stock price were destined to fail. These acquisitions led to a creation of an entity which 

could not be sustained. The acquisitions were improperly vetted, and resulted in millions of 

undisclosed liabilities for which Pareteum became responsible. Furthermore, the acquisitions 

were also self-interested, because Defendants received performance-based bonuses. For example, 

Turner’s employment agreement was amended during the Relevant Period to provide 

performance-based bonuses for completing certain acquisitions.  

7. Defendants’ unlawful scheme began to unravel beginning in June 2019, when two 

reports were published about Pareteum. On June 7, 2019, a research firm, Marcus Aurelius 

Value, published a report titled “TEUM: Where Are The Customers?” (the “Marcus Aurelius 

Report”). The Marcus Aurelius Report questioned the suspicious customer transactions that 

comprised Pareteum’s abnormally large backlog. It also documented ties between certain 

Defendants and various prior failed stock fraud schemes, as well as connections to entities 

associated with Barry Honig (“Honig”), a suspected stock manipulator and the subject of 

Securities and Exchange Commission (“SEC”) and Department of Justice investigations. Just 

three weeks later a second report, published on June 25, 2019, by Viceroy Research Group (the 

collectively as “Pareteum” or the “Company”.  
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“Viceroy Report”), questioned certain accounting discrepancies in Pareteum’s financial 

statements stemming from Pareteum’s apparently inflated backlog.  

8. As a result of the revelations in these reports, the price of Pareteum’s stock 

dropped precipitously and the SEC commenced an investigation into the Company. 

9. On October 21, 2019, Pareteum issued a press release revealing that Pareteum’s 

financial statements issued during the fiscal year ended December 31, 2018, and for the fiscal 

quarters ended March 31, 2019 and June 30, 2019, “should no longer be relied on,” and 

consequently, would need to be restated, in part because Pareteum had “prematurely or 

inaccurately recognized revenue” flowing from certain customer transactions. The press release 

indicated that the magnitude of the restatements would be significant; for instance, Pareteum’s 

previously reported revenue of $32.4 million for the fiscal year ended December 31, 2018 would 

be reduced by roughly $9 million, or 28%. Similarly, Pareteum’s reported revenue of $57.1 

million for the first and second fiscal quarters of 2019 would be reduced by roughly $24 million, 

or 42%. Ultimately, the revised 2018 10-K revealed Pareteum actually overstated its revenue by 

$11,970,649. The 2019 10-K reported a total of $62,049,000 in annual revenue, a stark contrast to 

the $57 million previously reported for just the first two quarters of 2019. 

10. At the same time Pareteum came clean about its overstated financials, it 

implemented a significant restructuring of its senior management. On October 15, 2019, Pareteum 

issued a press release revealing that Defendant Denis McCarthy (“McCarthy”), who as Chief 

Operating Officer was responsible for, among other things, maintaining Pareteum’s backlog 

spreadsheets, had been terminated. Pareteum further disclosed that it had retained an executive 

search firm to “assess[] the board of directors and key leadership positions[.]” On November 1, 

2019, Defendant Edward O’Donnell (“O’Donnell”) was replaced as Chief Financial Officer by 
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Laura A. Thomas (“Thomas”), on an interim basis. Then, on November 22, 2019, Turner was 

terminated from his positions as Executive Chairman of the Board and CEO. 

11. As a direct consequence of Defendants’ misstatements and breaches of fiduciary 

duties, Pareteum’s financial position was substantially impaired, and Pareteum ultimately sought 

relief under Chapter 11 of the Bankruptcy Code. Specifically, as a result of Defendants’ unlawful 

conduct, the Debtors: (i) incurred substantial costs addressing the various legal, financial, and 

regulatory actions leveled at the Debtors related to the announcement that they needed to restate 

their financials in both 2018 and 2019; (ii) had their stock suspended (and ultimately delisted) 

from trading on NASDAQ; (iii) incurred significant costs in seeking to regain NASDAQ and 

SEC compliance; (iv) suffered from a reduction in their ability to fund needed investment in 

technology and growth; and (v) faced increased capital costs because capital raises through 

public offerings were unavailable. All of the foregoing resulted in the Debtors’ commencement 

of these Chapter 11 Cases.  

JURISDICTION AND VENUE

12. The Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 

1334. 

13. This adversary proceeding is brought pursuant to Rule 7001, et seq. of the Federal 

Rules of Bankruptcy Procedure and sections 544 and 550 of title 11 of United States Code, 11 

U.S.C. § 101, et seq. (the “Bankruptcy Code”) and/or relate to a bankruptcy case pending in the 

Southern District of New York.  Plaintiff consents to the entry of final orders or judgments by 

the Court if it is determined that the Court, absent consent of the parties, cannot enter final orders 

or judgments consistent with Article III of the United States Constitution.  
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14. Venue in this Court is proper pursuant to 28 U.S.C. §§ 1408 and 1409 as this 

adversary proceeding arises under and in connection with a case under the Bankruptcy Code 

which is pending in this District. 

15. This is a core proceeding as defined by 28 U.S.C. § 157(b)(2)(A), (B), (F), (H) 

and (O). 

THE PARTIES 

16. Plaintiff is the Liquidating Trustee for the Liquidating Trust.  

17. Pareteum was a telecommunications “Software as a Service” or “SaaS” company, 

offering various products such as SIM cards, WiFi service, and a Cloud platform. One portion of 

Pareteum’s business was its mobile bundled services line, which provided SIM cards with 

customizable service plan options. Pareteum’s customers then purportedly resold the SIM cards 

to individual consumers.  

18. Turner served as the Executive Chairman of Pareteum’s Board of Directors (the 

“Board”) from November 16, 2015, and also the Chief Executive Officer (“CEO”) of Pareteum 

from May 24, 2019, until he was terminated from both positions on November 22, 2019. He 

nonetheless remained a director thereafter, refusing to resign until August 2022.  

19. Bozzo served as CEO of Pareteum from November 1, 2016 until May 24, 2019. 

He then served as Pareteum’s Chief Commercial Officer (“CCO”) from May 24, 2019 until he 

resigned effective June 9, 2020.  

20. O’Donnell served as the Chief Financial Officer (“CFO”) of Pareteum from 

January 9, 2017 to November 1, 2019, when he was terminated by Pareteum.  

21. McCarthy served as the Chief Operating Officer (“COO”) of Pareteum from May 

24, 2019 to October 9, 2019, when he was terminated. He also served as Pareteum’s President 
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from October 1, 2018 to May 24, 2019, and as Pareteum’s Senior Vice President of Corporate 

Development from February 21, 2018 to October 1, 2018.   

22. Defendant Yves van Sante (“van Sante”) served as a director of Pareteum from 

June 1, 2014 until his resignation on October 27, 2020. He served as the Chair of Pareteum’s 

Nominating and Corporate Governance Committee and a member of the Audit and Finance and 

Compensation Committees. 

23. Defendant Robert Mumby (“Mumby”) served as Pareteum’s Chief Revenue 

Officer (“CRO”), from April 2017 through June 2020.   

BACKGROUND 

A. The Chapter 11 Cases 

24. On May 15, 2022 (the “Petition Date”), the Debtors filed voluntary petitions for 

relief under chapter 11 of the Bankruptcy Code [Docket No. 1]3 (the “Chapter 11 Cases”).  

25. On May 16, 2022, the Debtors filed a motion for approval of bidding procedures 

and for a sale of substantially all of their assets. [Docket No. 13]. 

26. On May 24, 2022, the Office of the United States Trustee appointed an Official 

Committee of Unsecured Creditors (the “Committee”).  [Docket No. 52]. 

27. On June 30, 2022, the Court approved a sale of substantially all of the Debtors’ 

assets [Docket No. 167], which closed on July 11, 2022. [Docket No. 212]. 

28. On July 8, 2022, the Court approved a global settlement among the Debtors, the 

Committee and proposed purchaser of the Debtors’ assets (the “Global Settlement”). [Docket 

No. 201].  Pursuant to the Global Settlement, the parties agreed to establish the Liquidating Trust 

as part of a chapter 11 liquidating plan, which would be funded by contributions from the 
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proposed purchasers. The Global Settlement also provided that, subject to certain carveouts, the 

Liquidating Trust would receive certain rights in causes of action belonging to the Debtors’ 

estates.  

29. On October 7, 2022, the Court entered an order confirming the Debtors’ 

liquidating chapter 11 plan (the “Plan”). [Docket No. 374]. Consistent with the Global 

Settlement, the Plan provides for the creation of the Liquidating Trust for benefit of general 

unsecured creditors.  (Plan, § 5.4).  

30. On October 21, 2022, the Plan went effective, and the Liquidating Trust was 

formed (the “Effective Date”). [Docket No. 397]. 

31. Pursuant to the Plan, on the Effective Date, all of the Debtors’ rights, title and 

interests in the Liquidating Trust Assets (as defined in the Plan), were transferred to Plaintiff.  

(Plan, § 5.2). 

32. The Liquidating Trust Assets include “all Retained Causes of Action” as defined 

in the Plan and the Notice of Filing of Second Revised Plan Supplement to the Modified Chapter 

11 Plan of Liquidation [Docket No. 372].  

33. Pursuant to the Plan, Plaintiff is authorized, as the representative of the Debtors’ 

estates, to pursue the Retained Causes of Action, including the causes of action asserted herein. 

(Plan, § 5.4(g)(vii)). 

34. Plaintiff retains the right to enforce, sue on, settle or compromise all causes of 

action belonging to Plaintiff, including claims under sections 544 and 550 of the Bankruptcy 

Code. 

3 All citations to the docket refer to the jointly administered Chapter 11 Cases, In re Pareteum Corporation, et al.
Case No. 22-10615 (LGB). 
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B. Pareteum’s Board of Directors 

35. During the Relevant Period, the Board included the following individuals: Turner 

and van Sante, and non-parties Robert L. Lippert (“Lippert”), Luis Jimenez-Tuñon (“Jimenez-

Tuñon”), and Thomas. 

36. The Board also had three committees: the Audit and Finance Committee (the 

“Audit Committee”), the Nominating and Corporate Governance Committee (“Governance 

Committee”), and the Compensation Committee (the “Compensation Committee”).  

37. During the Relevant Period, the Audit Committee was comprised of the following 

individuals: van Sante and non-parties Jimenez-Tuñon, Lippert, and Thomas. 

38. During the Relevant Period, the Governance Committee was comprised of the 

following individuals: van Sante and non-parties Jimenez-Tuñon and Lippert. On November 1, 

2019, Mary Beth Vitale (“Vitale”) joined the Board and became a member of the Governance 

Committee.  

39. During the Relevant Period, the Compensation Committee was comprised of the 

following individuals: van Sante and non-parties Lippert and Jimenez-Tuñon. On November 1, 

2019, Vitale became a member of the Compensation Committee. 

C. Defendants’ Duties Owed to Pareteum 

40. As set forth in detail below, as officers and directors of Pareteum, Defendants 

were obligated to comply with various duties and responsibilities pursuant to Delaware law, 

Pareteum’s Corporate Governance Guidelines, Pareteum’s Code of Conduct, and the Audit and 

Finance Committee Charter.  
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a. Duties of Defendants as Directors and Officers of Pareteum 

41. By reason of their positions as officers, directors, and/or fiduciaries of Pareteum, 

and because of their ability to control the business and corporate affairs of Pareteum, at all 

relevant times, Defendants owed Pareteum and its shareholders fiduciary obligations of good 

faith, loyalty, and candor, and were required to use their utmost ability to control and manage 

Pareteum in a fair, just, honest, and equitable manner. Defendants were required to act in 

furtherance of the best interests of Pareteum and its shareholders so as to benefit all shareholders 

equally and not in furtherance of their personal interest or benefit. Each director and officer of 

Pareteum owed to Pareteum and its shareholders a fiduciary duty to exercise good faith and 

diligence and the highest obligations of fair dealing in the administration of the affairs of 

Pareteum and in the use and preservation of its property and assets. 

42. Defendants, because of their positions of control and authority as directors and/or 

officers of Pareteum, were able to and did, directly and/or indirectly, exercise control over the 

wrongful acts complained of herein.  

43. To discharge their duties, Defendants were required to exercise reasonable and 

prudent supervision over the management, policies, practices, and controls of Pareteum. By 

virtue of such duties, Defendants were required to, among other things: 

 Properly and accurately guide stockholders and analysts as to the true business 
practices, operations, financials, financial prospects, compliance policies, and 
internal controls of Pareteum at any given time, including making accurate 
statements about Pareteum’s business practices, operations, financials, financial 
prospects, compliance policies, and internal controls;  

 Ensure Pareteum complied with its legal obligations and requirements, and 
disseminating honest statements to the public; 

 Conduct the affairs of Pareteum in an efficient, business-like manner in 
compliance with all applicable laws, rules, and regulations so as to make it 
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possible to provide the highest quality performance of its business, to avoid 
wasting Pareteum’s assets, and to maximize the value of Pareteum’s stock; and 

 Remain informed as to how Pareteum conducted its operations, and make 
reasonable inquiry regarding imprudent or unsound conditions or practices upon 
notification, and take steps to correct such conditions or practices. 

b. Duties Pursuant to Pareteum’s Corporate Governance Guidelines and 
Code of Conduct 

44. Pareteum held its fiduciaries to specific corporate governance principles beyond 

the requirements of law. In particular, Pareteum’s Corporate Governance Guidelines describe the 

duties undertaken by the Board and the active oversight role the Board played in Pareteum’s 

business affairs. By way of example, the Corporate Governance Guidelines state that the Board 

must “oversee the CEO and other senior management in the competent and ethical operation of 

the Company on a day-to-day basis and to assure that the long-term interests of the shareholders 

are being served.”

45. Defendants were also bound by Pareteum’s Code of Business Conduct (the “Code 

of Conduct”). The Code of Conduct sets forth principles to guide all directors, officers, and 

employees of Pareteum, who are required to know and conduct themselves in accordance with 

the Code of Conduct, as well as applicable laws and regulations, and to avoid the appearance of 

improper behavior. 
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46. With respect to Pareteum’s compliance with laws, rules, and regulations, the Code 

of Conduct requires:

47. With respect to Pareteum’s corporate books, financial accounting, and public 

disclosure, the Code of Conduct states: 
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c. Additional Duties of the Members of the Audit Committee  

48. In addition, under the Audit and Finance Committee Charter, van Sante owed 

specific duties to Pareteum to assist the Board in overseeing the integrity of Pareteum’s financial 

statements and Pareteum’s compliance with legal and regulatory requirements. These duties 

include reviewing and discussing with management Pareteum’s compliance with U.S. Generally 

Accepted Accounting Principles (“GAAP”) for the full and fair disclosure of its financial report 

processes. 

49. The Audit and Finance Committee Charter identifies the authority and 

responsibilities for the members of the committee, which include, among other things: 

At least annually, to obtain and review a report by the Company’s independent 
auditors that describes (1) the accounting firm’s internal quality control 
procedures, (2) any issues raised by the most recent internal quality control 
review, peer review or Public Company Accounting Oversight Board review or 
inspection of the firm or by any other inquiry or investigation by governmental or 
professional authorities in the past five years regarding one or more audit’s 
carried out by the firm and any steps taken to deal with any such issues, and (3) 
all relationships between the firm and the Company or any of its subsidiaries; and 
to discuss with the independent auditors this report and any relationships or 
services that may impact the objectivity and independence of the auditors.  

To review and discuss with the Company’s independent auditors (1) the auditors’ 
responsibilities under generally accepted auditing standards and the 
responsibilities of management in the audit process, (2) the overall audit strategy, 
(3) the scope and timing of the annual audit, (4) any significant risks identified 
during the auditors’ risk assessment procedures and (5) when completed, the 
results, including significant findings, of the annual audit. 

To review and discuss with the Company’s independent auditors (1) all critical 
accounting policies and practices to be used in the audit; (2) all alternative 
treatments of financial information within generally accepted accounting 
principles (”GAAP”) that have been discussed with management, the 
ramifications of the use of such alternative treatments and the treatment preferred 
by the auditors; and (3) other material written communications between the 
auditors and management. 
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To review with management and the Company’s independent auditors: any major 
issues regarding accounting principles and financial statement presentation, 
including any significant changes in the Company’s selection or application of 
accounting principles; any significant financial reporting issues and judgments 
made in connection with the preparation of the Company’s financial statements, 
including the effects of alternative GAAP methods; and the effect of regulatory 
and accounting initiatives and off balance sheet structures on the Company’s 
financial statements. 

To keep the Company’s independent auditors informed of the Committee’s 
understanding of the Company’s relationships and transactions with related 
parties that are significant to the company; and to review and discuss with the 
Company’s independent auditors the auditors’ evaluation of the Company’s 
identification of, accounting for, and disclosure of its relationships and 
transactions with related parties, including any significant matters arising from the 
audit regarding the Company’s relationships and transactions with related parties.  

To review with management, and the Company’s independent auditors the 
adequacy and effectiveness of the Company’s financial reporting processes, 
internal control over financial reporting and disclosure controls and procedures, 
including any significant deficiencies or material weaknesses in the design or 
operation of, and any material changes in, the Company’s processes, controls and 
procedures and any special audit steps adopted in light of any material control 
deficiencies, and any fraud involving management or other employees with a 
significant role in such processes, controls and procedures, and review and 
discuss with management and the Company’s independent auditors disclosure 
relating to the Company’s financial reporting processes, internal control over 
financial reporting and disclosure controls and procedures, the independent 
auditors’ report on the effectiveness of the Company’s internal control over  
financial reporting and the required management certifications to be included in 
or attached as exhibits to the Company’s annual report on Form 10-K or quarterly 
report on Form 10-Q, as applicable. 

To review and discuss with the Company’s independent auditors any other 
matters required to be discussed by PCAOB Auditing Standards No. 1301, 
Communications with Audit Committees, including, without limitation, the 
auditors’ evaluation of the quality of the company’s financial reporting, 
information relating to significant unusual transactions and the business rationale 
for such transactions and the auditors’ evaluation of the company’s ability to 
continue as a going concern, and other applicable requirements of the PCAOB 
and the SEC. 

To review and discuss with the Company’s independent auditors and management 
the Company’s annual audited financial statements (including the related notes), 
the form of audit opinion to be issued by the auditors on the financial statements 
and the disclosure under “Management’s Discussion and Analysis of Financial 
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Condition and Results of Operations” to be included in the Company’s annual 
report on Form 10-K before the Form 10-K is filed. 

To recommend to the Board that the audited financial statements and the MD&A 
section be included in the Company’s Form 10-K and whether the Form 10-K 
should be filed with the SEC; and to produce the audit committee report required 
to be included in the Company’s proxy statement. 

To review and discuss with the Company’s independent auditors and management 
the Company’s quarterly financial statements and the disclosure under 
“Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” to be included in the Company’s quarterly report on Form 10-Q 
before the Form 10-Q is filed; and to review and discuss the Form 10-Q for filing 
with the SEC. 

d. Duties Under the Applicable Accounting Standards 

50. Under applicable SEC rules and regulations, Pareteum, under Defendants’ 

guidance, was required to prepare and file financial statements in accordance with GAAP. 

Financial statements that are not in compliance with GAAP are presumed misleading by the 

SEC. 

51. The Financial Accounting Standards Board (“FASB”) provides guidance in the 

FASB Statements of Financial Accounting Concepts (the “Concepts Statements”) regarding 

when and how to record events in financial statements and related reports according to GAAP. 

52. Concepts Statement No. 1 provides “[f]inancial reporting should provide 

information that is useful to present and potential investors and creditors and other users in 

making rational investment, credit, and similar decisions” and “[f]inancial reporting should 

provide information about an enterprise’s financial performance during a period.” FASB 

Concepts Statement No. 1, Objectives of Financial Reporting by Business Enterprises (2008) at 

11, 13.  
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53. Concepts Statement No. 2 provides: 

 “[t]he reliability of a measure rests on the faithfulness with which it 
represents what it purports to represent, coupled with an assurance for the 
user, which comes through verification, that it has that representational 
quality;”  

 for a financial report to be complete, “nothing material is left out of the 
information that may be necessary to ensure that it validly represents the 
underlying events and conditions;” and  

  “[c]onservatism is a prudent reaction to uncertainty to try to ensure that 
uncertainties and risks inherent in business situations are adequately 
considered.”  

FASB Concepts Statement No. 2, Qualitative Characteristics of Accounting Information (2008) 

at 18, 21, 24. 

54. In addition, FASB Accounting Standards Codification Topic 606, Revenue from 

Contracts with Customers (“ASC 606”) requires entities to recognize revenue, only when control 

of the promised goods or services is transferred to customers, at an amount that reflects the 

consideration to which the entity expects to be entitled in exchange for those goods or services 

where such transfer has been completed. 

55. ASC 606 requires entities to take the following steps to assess whether and what 

revenue should be recognized: (1) identify the contract with a customer; (2) identify the 

performance obligations in the contract; (3) determine the transaction price; (4) allocate the 

transaction price to the corresponding performance obligation(s); and (5) recognize revenue 

when or as the entity satisfies a performance obligation by transferring control of a promised 

good or service to a customer. 

56. In addition to the Concepts Statements and ASC 606, SEC Regulation S-K 

imposes certain affirmative disclosure requirements on public companies with respect to its 
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finances and operations. Item 303 of Regulation S-K requires that all Form 10-Qs and 10-Ks 

include a “Management’s Discussion and Analysis of Financial Condition and Results of 

Operations” which must: 

Describe any unusual or infrequent events or transactions or any significant 
economic changes that materially affected the amount of reported income from 
continuing operations and, in each case, indicate the extent to which income was 
so affected. In addition, describe any other significant components of revenues or 
expenses that, in the registrant’s judgment, should be described in order to 
understand the registrant’s results of operations. 

Describe any known trends or uncertainties that have had or that the registrant 
reasonably expects will have a material favorable or unfavorable impact on net 
sales or revenues or income from continuing operations. If the registrant knows of 
events that will cause a material change in the relationship between costs and 
revenues (such as known future increases in costs of labor or materials or price 
increases or inventory adjustments), the change in the relationship shall be 
disclosed. 

57. As set forth in detail below, Defendants completely disregarded these legal, 

professional, and accounting standards and obligations – and in so doing cause catastrophic harm 

to Pareteum.   

D. Defendants’ Prior Track Record of Self-Dealing and Mismanagement  

58. Prior to joining Pareteum, Turner led a number of businesses that subsequently 

collapsed, in many cases amidst accusations of gross mismanagement and self-dealing.  

59. Turner had previously served as CEO of an Australian company called Davnet 

and during his tenure he incurred monthly expenses of $50,000. By the time he left, the 

company’s asset position fell by $100 million.  

60. Between 2005 and 2006, Turner also served as a director at LastMile 

Communications, a telecommunications company based in the UK, which liquidated in 2007. 

61. He later served as CEO and Chairman of Catcher Holdings, Inc. (“Catcher 

Holdings”) for a period of ten months.  
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62. Turner made statements about Catcher Holdings that are alarmingly similar to some 

of the false and misleading statements he made about Pareteum, as described herein. During a 

March 23, 2007 conference call, Turner stated: 

A couple of things I’d like to speak about first of all I think Catcher is very much 
a transformational company and opportunity. The opportunity we see that for 
approximately the last two years the company is very much focused on the 
developmental stage of the product. And now we are transforming into true 
production and into the revenue stages most importantly the growth stages. 

I believe that 2007 will be a break out year for us . . . 

* * * 

I think there is a significant demand for the Catcher products. Our competition 
in my viewpoint is at least one generation behind, and I make that judgment based 
upon a significant set of phone calls that I’ve had over the past two weeks with a 
number of our VARs, a number of our manufacturers’ reps, and in some cases 
sitting down and actually meeting face to face.

(emphasis added.) 

63. At the same period of time that Turner was CEO at Catcher Holdings, McCarthy 

served as Catcher Holdings’ CFO. Turner left Catcher Holdings in 2007, and McCarthy left in 

2008. Shortly afterward, the company collapsed. 

64. After leaving Catcher Holdings, Turner and McCarthy both took positions at Pac-

West Telecomm, Inc. (“Pac-West”), where Bozzo was then employed. Turner was the CEO of 

Pac-West from 2008 through 2011, Bozzo served as Pac-West’s Chief Sales and Marketing 

Officer, as well as President and General Manager of Pac-West’s Emerging Technology Division 

from 2010 through 2011, and McCarthy served as the CFO and COO of Pac-West from 2007 

through 2010. Turner, McCarthy, and Bozzo each left Pac-West in 2011 and Pac-West declared 

bankruptcy in 2013.  Not long after, this triumvirate took the helm at Pareteum.  
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65. Like the other Defendants discussed above, O’Donnell, too, left a number of failed 

enterprises in his wake. O’Donnell took on the role of CFO at AudioEye, Inc. (“AudioEye”) in or 

around 2010. According to the Marcus Aurelius Report, after O’Donnell left AudioEye in 

November 2015, AudioEye investors sued O’Donnell for fraud.  

66. O’Donnell also served as the CFO of Radbourne Property Group from 2015 

through 2016. According to the Viceroy Report, Radbourne Property Group was charged with 

fraud and “engaged in small-time fraud and failure to pay several liens.” 

67. Perhaps most concerning about certain of Defendants’ backgrounds, however, are 

their undisclosed affiliations with Barry Honig, an accused stock manipulator and the apparent 

architect of several fraudulent “pump-and-dump” schemes. In September 2018, the SEC brought 

charges against Honig and several other conspirators for allegedly manipulating the stock of 

three companies in “classic pump-and-dump schemes.” On September 7, 2018, the SEC issued a 

press release announcing the charges, stating: 

The Securities and Exchange Commission today charged a group of 10 individuals 
and 10 associated entities for their participation in long-running fraudulent 
schemes that generated over $27 million from unlawful stock sales and caused 
significant harm to retail investors who were left holding virtually worthless stock. 

According to the SEC’s complaint, from 2013 to 2018, a group of prolific 
South Florida-based microcap fraudsters led by Barry Honig manipulated the 
share price of the stock of three companies in classic pump-and-dump 
schemes. Miami biotech billionaire Phillip Frost allegedly participated in two of 
these three schemes. Honig allegedly orchestrated the acquisition of large 
quantities of the issuer’s stock at steep discounts, and after securing a 
substantial ownership interest in the companies, Honig and his associates 
engaged in illegal promotional activity and manipulative trading to artificially 
boost each issuer’s stock price and to give the stock the appearance of active 
trading volume. According to the SEC’s complaint, Honig and his associates 
then dumped their shares into the inflated market, reaping millions of dollars 
at the expense of unsuspecting investors.

“As alleged, Honig and his associates engaged in brazen market manipulation 
that advanced their financial interests while fleecing innocent investors and 
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undermining the integrity of our securities markets,” said Sanjay Wadhwa, 
Senior Associate Director in the SEC’s Division of Enforcement. “They failed to 
appreciate, however, the SEC’s resolve to relentlessly pursue and punish 
participants in microcap fraud schemes.” 

The SEC’s complaint, which was filed in federal district court in Manhattan, 
charges Honig [and others] with violating antifraud, beneficial ownership 
disclosure, and registration provisions of the federal securities laws and seeks 
monetary and equitable relief. 

(emphasis added.) 

68. On July 10, 2019, Honig agreed to a partial consent judgment with the SEC, 

under the terms of which Honig would be banned from investing in and financing penny stock 

companies. 

69. A number of Pareteum executives, including Turner and McCarthy possessed 

undisclosed ties to Honig-controlled entities. For example, a Honig-controlled company was part 

of the group of entities that owned Catcher Holdings, where Turner and McCarthy previously 

served as CEO and CFO, respectively.  

70. Honig also possesses undisclosed ties to two firms that invested in Pareteum 

during the Relevant Period: Iroquois Capital Management, LLC (“Iroquois”) and IntraCoastal 

Capital, LLC (“IntraCoastal”). These firms have invested in at least 34 public companies that 

were owned or controlled by Honig, many of which have since lost much of their value or are 

now entirely worthless. In December 2017, only days before the beginning of the Relevant 

Period, Iroquois and IntraCoastal each filed Form 13Gs with the SEC indicating that they owned 

approximately 3.57 million and 2.55 million shares of Pareteum stock, respectively. However, 

during 2018, IntraCoastal obtained additional shares and owned approximately 3.57 million 

shares. During the Relevant Period, Iroquois and IntraCoastal collectively came to control as 
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much as 13.2% of the Company’s shares. Yet, both firms conveniently liquidated all their stock 

before the price of Pareteum’s stock began to fall. 

71. According to the Marcus Aurelius Report, Honig has ties to Dawson James, 

which acted as Pareteum’s underwriter in its September 20, 2019 public offering, and Squar 

Milner, Pareteum’s independent auditor. Both of these firms previously provided services to 

certain Honig-controlled entities. Right before the Relevant Period, Dawson James began issuing 

favorable reports on Pareteum. On December 11, 2017, Dawson James published a report 

lauding Pareteum’s prospects as follows: 

With a new, experienced management team, growing revenues and backlog 
stressing recurring revenue and higher-margin contracts, an improved balance 
sheet and successful cost-reduction program, investors have much to like about 
Pareteum both near-term and over the long run. Thus, we are maintaining our 
BUY rating on Pareteum and 12-18 month price target of $2.10 per share. 

72. Additionally, Honig’s law firm, Sichenzia Ross Ference LLP, also served as 

Pareteum’s outside counsel.  

E. Pareteum’s Business Operations During the Relevant Time Period 

73. Pareteum provided global cloud communications services, including voice, video, 

text messaging, and data services, to its customers, which include early-stage businesses, 

software developers, and communications service providers. 

74. Until November 2015, Pareteum was known as Elephant Talk Communications 

Corp., a declining penny stock company with few positive business prospects. 

75. In November 2015, Turner was appointed as Executive Chairman of the Board 

and led a significant restructuring of Pareteum, including its rebranding as Pareteum, a 1-to-25 

reverse stock split, and the appointment of Bozzo as CEO in November 2016. These changes 
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helped increase Pareteum’s market capitalization significantly, from less than $20 million during 

December 2016, to as high as $569 million during May 2019. 

76. This rapid increase is largely attributable to Pareteum’s reporting of its “36 month 

contractual revenue backlog” in its press releases. In the SaaS industry, contractual revenue 

backlog is the measure of the total contract value of subscription agreements that has yet to be 

recognized over term. Pareteum used a 36-month term. Pareteum stated: 

Contractual revenue backlog, a Non-GAAP measure is measured on a forward 
looking 36-month snapshot view monthly, and, is generated by each of the 
Company’s Managed Services, Global Mobility Cloud, and Application Exchange 
& Developer’s Platform customers. 

77. Around January 2018, Pareteum began recognizing revenue for mobile bundled 

services customers using the backlog as follows: (1) a new customer signed a contract and 

master services agreement; (2) a purchase order was drafted by Pareteum, providing the number 

of SIM cards the customer intended to purchase, as well as the estimated cost for the average 

monthly plan they were expecting to sell to downstream customers; (3) the customer signed this 

purchase order which, in most cases, indicated that the full cost listed was just an estimate that 

would not become due until the customer actually sold the product to downstream consumers; 

and (4) Pareteum recognized revenue for the entire amount listed in the purchase order. Pareteum 

even recognized the total revenue of each purchase order irrespective of whether the SIM cards 

had even been shipped to the customer yet, or whether a platform had been set up by Pareteum 

sufficient to even allow the SIM cards to work. (See Order Instituting Cease-and-Desist 

Proceedings dated September 2, 2021, ¶ 12 annexed hereto as Exhibit A).  

78. Use of this “backlog” revenue recognition “methodology” caused Pareteum’s 

reported revenues to skyrocket. In December 2017, Pareteum reported $129 million in revenue 

backlog. By May 2019, the revenue backlog approached $1 billion. Importantly, in press 
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releases, Defendants repeatedly assured the public that Pareteum would convert its revenue 

backlog to actual revenue received by the Company. 

F. Defendants Scheme to Inflate Pareteum’s Revenue Results in the Issuance of 
False and Misleading Statements and Pareteum’s Ultimate Demise 

a. Overview 

79. During the Relevant Period, in classic pump-and-dump fashion, Defendants made 

numerous public statements and caused Pareteum to issue hundreds of press releases and SEC 

filings, touting Pareteum’s false successes. Included in these misleading statements was 

Pareteum’s artificially inflated backlog and Pareteum’s purportedly lucrative contracts with new, 

and often unidentified customers. 

80. It is no surprise, based upon their prior conduct, that Defendants worked together 

in order to improperly inflate Pareteum’s revenue and are responsible for a series of improper 

statements regarding Pareteum’s financials, financial prospects, and disclosure controls. Between 

December 14, 2017 and October 21, 2019, Defendants caused Pareteum to: (i) improperly 

recognize revenue in its financial statements concerning the customer transactions, in violation 

of GAAP; (ii) fail to monitor and oversee Pareteum’s compliance with GAAP, the Code of 

Conduct, and the Audit and Finance Committee Charter; and (iii) issue false and misleading 

statements regarding the foregoing to conceal this misconduct from the SEC, investors, and the 

public.  

81. As a result of Defendants’ actions: (i) Pareteum was required to restate each of its 

financial statements issued during the 2018 fiscal year, and for the first two quarters of 2019; (ii) 

the SEC began an investigation and ultimately entered the cease and desist order; (iii) Pareteum 

was delisted from NASDAQ; (iv) Pareteum defaulted on certain obligations; and (v) ultimately, 

Pareteum filed for bankruptcy.  
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82. Moreover, until March 18, 2019 (when Pareteum first admitted to a material 

weakness in its internal controls), none of Pareteum’s SEC filings disclosed that Pareteum had 

failed to maintain adequate internal controls. Even after such material weaknesses were 

disclosed, Defendants encouraged greater reliance on Pareteum’s financial statements by 

representing that Pareteum had performed a more extensive analysis than would normally be 

performed in connection with preparing subsequently filed financial statements. 

83. Defendants’ false and misleading statements had the effect of dramatically 

inflating the price of Pareteum’s stock during the Relevant Period. Pareteum’s share price 

increased from $0.72 on December 14, 2017 to $5.70 on March 18, 2019 -- a nearly 800% 

increase.  

84. Defendants capitalized on this artificial inflation by causing Pareteum to enter 

into a number of ill-advised transactions. On May 9, 2018, Defendants caused Pareteum to enter 

into a securities purchase agreement with certain investors for approximately 2.44 million shares 

priced at $2.50 per share. In June 2018 and November 2018, respectively, Pareteum acquired 

Artilium PLC (“Artilium”) and iPass, Inc. (“iPass”). 

85. During this same period, Defendants caused Pareteum to significantly increase 

Turner’s compensation. On June 6, 2018, Pareteum announced Turner’s employment contract 

would be extended for three years, and that 100% of his restricted stock awards and options 

shares would become vested in the event of a merger with or acquisition of another company. 

Demonstrating his self-interest in consummating the mergers, Turner received approximately 1.5 

million shares of stock as a result of Pareteum’s acquisition of Artilium. 
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b. Defendants’ Misleading “Pump and Dump” Statements 

86. On December 14, 2017, Defendants caused Pareteum to publish a letter from 

Turner to Pareteum’s shareholders (the “December 14, 2017 Letter”), stating, in relevant part:  

87. On December 19, 2017, Defendants caused Pareteum to publish a PowerPoint 

presentation (the “December 2017 Presentation”) stating that Pareteum had issued over $13 

million in new revenue backlog, and emphasized, “[the Company’s] [p]ath to profitability is 

accelerated via high margins on subscribers and the magic of monthly recurring revenue will 

drive sustainable returns.” 
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88. Subsequently, Pareteum’s stock price increased from $0.72 per share to $1.65 per 

between December 14, 2017 and December 19, 2017. 

89. On January 2, 2018, Defendants caused Pareteum to issue a press release 

announcing expedited deployment of its services for a $3 million contract with an Indian 

customer (the “January 2, 2018 PR”), stating in relevant part:  

90. On January 31, 2018, Defendants caused Pareteum to issue a press release 

announcing that it had signed contracts scheduled to add $15.2 million to Pareteum’s backlog 

(the “January 31, 2018 PR”). The January 31, 2018 PR stated, in relevant part: 
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91. On February 12, 2018, Defendants caused Pareteum to publish a letter from 

Turner to Pareteum’s shareholders (the “February 12, 2018 Letter”), stating: 
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92. On February 28, 2018, Defendants caused Pareteum to issue a press release 

announcing a 3-year contract with Global Cloud Services, which would add over $10 million to 

Pareteum’s backlog (the “February 28, 2018 PR”), stating in relevant part: 

93. On the heels of the announcement of the agreement with Global Cloud Services 

and the additional $10 million in resulting “backlog” revenue, the price of Pareteum stock 

increased from $2.00 per share at the close of trading on February 27, 2018, to $2.28 per share at 

the close of trading on February 28, 2018. 

94. On March 21, 2018, Defendants caused Pareteum to issue a press release 

announcing a 5-year contract with an Africa-based Mobile Virtual Network Operator, which 
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would add yet another $15 million to Pareteum’s backlog (the “March 21, 2018 PR”), which 

states in relevant part:  

95. Thereafter, Pareteum’s stock price increased from $2.85 to $3.35 per share 

between March 20, 2018 and March 21, 2018. 

96. On March 30, 2018, Defendants caused Pareteum to file its annual report on Form 

10-K with the SEC for the fiscal year ended December 31, 2017 (the “2017 10-K”), reporting 

$13.5 million revenue. Turner, O’Donnell, Bozzo, and van Sante signed the 2017 10-K. In 

addition, Turner and O’Donnell signed certifications pursuant to Rule 13a-14(a) and 15d-14(a) 

under the Exchange Act and the Sarbanes-Oxley Act of 2002 (“SOX”) attesting to the accuracy of 

the financial statements, the disclosure of any material changes to Pareteum’s internal controls, 

and the disclosure of any fraud committed by Pareteum, its officers, or its directors. 
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97. Regarding revenue recognition, the 2017 10-K stated: 

98. The 2017 10-K also stated that Pareteum’s “disclosure controls and procedures 

were effective as of December 31, 2017” and that there were “no changes in [its] internal control 

over financial reporting . . . that have materially affected, or are reasonably likely to materially 

affect, [its] internal control over financial reporting.” 

99. In addition to the 2017 10-K, Defendants also touted Pareteum’s first quarter 

2018 performance in several press releases. On April 9, 2018, Defendants caused Pareteum to 

announce that it expected to report at least $4.1 million in revenue for the fiscal quarter ended 

March 31, 2018, representing 47% growth (the “April 9, 2018 PR”), stating in relevant part: 
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100. On April 16, 2018, Defendants caused Pareteum to publish a letter from Turner to 

Pareteum’s shareholders echoing the statements set forth in the April 9, 2018 PR, claiming that 

“Pareteum is on to a rapid start for 2018 in all meaningful areas” (the “April 16, 2018 Letter”). 

The April 16, 2018 Letter also stated, in relevant part: 

101. On May 7, 2018, Defendants caused Pareteum to issue a press release announcing 

first quarter 2018 financial results, reporting revenue of $4.113 million (the “May 7, 2018 PR”). 

The May 7, 2018 PR also stated, in relevant part:  
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102. In addition, in the May 7, 2018 PR, Turner, stated: 

103. The statements in these press releases were further reinforced in the quarterly 

report signed by Defendants. On May 11, 2018, Defendants caused Pareteum to file its quarterly 

report on Form 10-Q with the SEC for the period ended March 31, 2018 (the “1Q18 10-Q”), 

affirming the previously reported financial results. The 1Q18 10-Q was signed by Turner and 

O’Donnell, who also signed certifications pursuant to SOX attesting to the accuracy of it.

104. Regarding controls over financial reporting, the 1Q18 10-Q stated that its 

“disclosure controls and procedures are effective” and that Pareteum adopted and implemented 

ASC 606. The 1Q18 10-Q stated, in relevant part:
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105. Regarding compliance with GAAP, the 1Q18 10-Q stated, in relevant part:

106. Defendants continued touting Pareteum’s ability to convert its backlog into actual 

revenues into the second half of 2018.  

107. On June 7, 2018, Defendants caused Pareteum to issue a press release announcing 

the planned acquisition of Artilium, which purported would have the effect of adding over $65 

million to the backlog (the “June 7, 2018 PR”).  

108. On July 10, 2018, Defendants caused Pareteum to announce that it expected to 

report at least $5.75 million in revenue for the fiscal quarter ended June 30, 2018, representing 

78% growth over the prior year period and 40% sequential growth (the “July 10, 2018 PR”). The 

July 10, 2018 PR also provided:  
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109. On August 2, 2018, Defendants caused Pareteum to announce that its backlog had 

grown to $301 million, “a 393% increase from a year earlier, when in July 2017, [its] 36 [Month 

Contractual Revenue Backlog] was $61 million” (the “August 2, 2018 PR”). The August 2, 2018 

PR stated: 

(emphasis in original).  

110. By August 2018, Defendants utilized the illusion of economic growth and success 

they had cultivated to solicit votes and approve an incentive plan for their benefit.  

111. On August 3, 2018, Turner and van Sante issued a definitive proxy statement 

soliciting stockholder votes in advance of Pareteum’s annual meeting to be held on September 

13, 2018 (the “2018 Proxy Statement”). In the 2018 Proxy Statement, Turner and van Sante 

solicited stockholder votes in favor of seven management proposals, including: (i) a proposal to 

acquire Artilium in exchange for Pareteum’s common stock; (ii) a proposal to elect Turner and 

van Sante, among others, to new terms as directors; (iii) a proposal to approve the 2018 Long-

Term Incentive Compensation Plan (the “2018 Incentive Plan”); and (iv) a proposal to approve 

compensation for Pareteum’s named executive officers. 

112. The 2018 Incentive Plan authorizes the issuance of eight million shares of 

Pareteum’s common stock, with a 15% annual increase to the total number of reserved shares, 

for equity awards to Pareteum’s employees and directors. 
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113. According to the 2018 Proxy Statement, the 2018 Incentive Plan is administered 

by the Board or by one or more committees appointed by the Board. It further provided that the 

Board may grant Performance Based Bonuses based upon performance targets set by the Board. 

Thus, implementation of the 2018 Incentive Plan was at the discretion of the Board. 

114. The 2018 Proxy Statement solicited shareholder ratification of the 2018 Incentive 

Plan, which had been approved by the Board in July 2018. 

115. Three days later, on August 6, 2018, Defendants caused Pareteum to announce its 

second quarter 2018 financial results in a press release that stated (the “August 6, 2018 PR”), in 

relevant part: 
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116. These results were further reported in Pareteum’s quarterly report. On August 13, 

2018, Defendants caused Pareteum to file its quarterly report on Form 10-Q with the SEC for the 

period ended June 30, 2018 (the “2Q18 10-Q”), affirming the previously reported financial 

results. The report was signed by Turner and O’Donnell, who also signed certifications pursuant 

to SOX attesting to the accuracy of the 2Q18 10-Q.

117. The 2Q18 10-Q repeated its statement that Pareteum’s “disclosure controls and 

procedures are effective” and that Pareteum adopted and implemented ASC 606. 

118. Regarding compliance with GAAP, the 2Q18 10-Q stated, in relevant part: 

119. As a result of the material misstatements and omissions contained in the 2018 

Proxy Statement, Company shareholders approved the Company’s acquisition of Artilium, and 

the 2018 Incentive Plan. 

120. A month after the 2Q18 10-Q was filed, on September 13, 2018, Pareteum filed 

with the SEC a Form 8-K disclosing the results from the votes on the proposals contained in the 

2018 proxy statement. In particular: (i) the Artilium acquisition was approved; (ii) Turner and 

van Sante were reelected to terms as directors; and (iii) the 2018 Incentive Plan was ratified (the 

“2018 8-K”). 
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121. On September 17, 2018, Defendants continued their “pump and dump” press 

campaign by causing Pareteum to announce that it had entered into new contracts worth a total of 

$50 million in August 2018 (the “September 17, 2018 PR”). In the September 17, 2018 PR, 

Turner stated that “[c]ustomers are accelerating new revenues and substantial savings in ever 

increasing numbers.” 

122. On October 2, 2018, Defendants caused Pareteum to announce that it had entered 

into new contracts yielding $15 million over three years (the “October 2, 2018 PR”). The 

October 2, 2018 PR stated, in relevant part:

123. On October 5, 2018, Defendants caused Pareteum to announce that it expected to 

report at least $8 million in revenue for the fiscal quarter ended September 30, 2018, 

representing 129% growth over the prior year period and 33% sequential growth (the “October 5, 

2018 PR”).  
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124. The October 5, 2018 PR further stated:  

125. On October 8, 2018, Defendants caused Pareteum to announce that it had entered 

into a three-year contract with a new customer in Asia for over $50 million (the “October 8, 2018 

PR”). The October 8, 2018 PR stated: 

126. On October 17, 2018, Defendants caused Pareteum to announce that it had 

entered into agreements with four new customers for $8 million (the “October 17, 2018 PR”). 

The October 17, 2018 PR quoted Mumby, stating:

127. In October of 2018, Pareteum completed its acquisition of Artilium, a provider of 

enterprise software services. It completed this acquisition through a court sanctioned scheme of 

arrangement in the United Kingdom. The total purchase consideration paid for Artilium was 

$131.5 million in Pareteum stock and cash. (See Thomas Declaration, ¶ 23). 

128. On October 24, 2018, Defendants caused Pareteum to announce that its backlog 

had increased to $500 million, in part due to Pareteum’s acquisition of Artilium (the “October 

24, 2018 PR”). 
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129. The October 24, 2018 PR stated:

130. On November 7, 2018, Defendants caused Pareteum to announce its third quarter 

2018 financial results in a press release (the “November 7, 2018 PR”) stating, in relevant part: 
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131. Notably, the November 7, 2018 PR stated that in the third quarter of 2018, 

Pareteum had a “contractual revenue backlog conversion rate at 100%”, giving the false 

impression that the backlog was guaranteed to be converted to actual revenue received by the 

Company (emphasis supplied).

132. On November 14, 2018, Defendants caused Pareteum to file its quarterly report 

on Form 10-Q with the SEC for the period ended September 30, 2018 (the “3Q18 10-Q”), 

affirming the previously reported financial results. The report was signed by Turner and 

O’Donnell who also signed certifications pursuant to SOX attesting to the accuracy of the 3Q18 

10-Q.

133. Regarding controls over financial reporting, the 3Q18 10-Q stated that Pareteum’s 

“disclosure controls and procedures are effective” and:

134. Regarding compliance with GAAP, the 3Q18 10-Q stated:

135. Defendants continued their unlawful conduct and breaches of fiduciary duty into 

2019. 

136. On February 8, 2019, IntraCoastal announced that it had liquidated all of its 3.57 

million shares of Pareteum’s stock as of December 31, 2018.

137. In February of 2019, a wholly owned subsidiary of Pareteum completed its 

acquisition of iPass, a provider of global mobile connectivity and location and performance data. 
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That transaction was accomplished through a tender offer that provided for the shares of iPass to 

be exchanged for stock of Pareteum and a subsequent merger of the wholly owned subsidiary of 

Pareteum into iPass. The total purchase consideration paid for iPass was $30.1 million. (Thomas 

Declaration, ¶ 24).  

138. On February 13, 2019, Defendants caused Pareteum to announce the acquisition 

of iPass in a stock transaction valued at approximately $30 million (the “February 13, 2019 

PR”). In the February 13, 2019 PR, Turner stated:

139. The next day, on February 14, 2019, Defendants caused Pareteum to announce six 

new three-year contracts, “worth a total of $15 million” (the “February 14, 2019 PR”). The 

February 14, 2019 PR also stated: “Combined with previously announced contracts, Pareteum’s 

36-month contractual revenue backlog now totals $615 million.”

140. That same day, on February 14, 2019, Iroquois, which previously had owned over 

3.57 million shares of Pareteum’s stock, announced that it had also liquidated all of its holdings 

as of December 31, 2018.
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141. On February 15, 2019, Defendants caused Pareteum to announce twelve new 

agreements that added $49 million to Pareteum’s backlog (the “February 15, 2019 PR”). The 

February 15, 2019 PR also stated:

142. Thereafter, Pareteum’s stock price increased from $3.19 to $3.73 per share at 

between February 14, 2019 and February 15, 2019.

143. On February 20, 2019, Defendants caused Pareteum to announce six more 

agreements in a press release (the “February 20, 2019 PR”).  The February 20, 2019 PR further 

stated:
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144. On February 26, 2019, Defendants caused Pareteum to issue a press release (the 

“February 26, 2019 PR”) announcing that it had entered into a credit facility with the Post Road 

Group (the “Post Road Facility”) in order to continue to grow revenues, stating as follows:

145. On March 5, 2019, Defendants caused Pareteum to announce that “twenty new 

customers have executed 3-year contracts during February 2019, valued at $30 million in the 

[C]ompany’s expanding 36-month contractual revenue backlog” (the “March 5, 2019 PR”). 

146. Just prior to announcing Pareteum’s 2018 financial results, on March 7, 2019, 

Defendants caused Pareteum to publish a letter from Turner to Pareteum’s shareholders (the 

“March 7, 2019 Letter”), stating: 

*** 
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*** 

147. Shortly thereafter, on March 12, 2019, Defendants caused Pareteum to issue a 

press release announcing its fourth quarter and full year 2018 financial results (the “March 12, 

2019 PR”). According to the March 12, 2019 PR, Pareteum’s 36-month contractual revenue 

backlog had quadrupled to $615 million for the full year. The March 12, 2019 PR stated, in 

relevant part: 
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*** 
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148. Again, Defendants falsely claimed in the March 12, 2019 PR that Pareteum’s 

conversion rate for turning backlog into actual, received revenue was 100%. 

149. During a conference call held the same day in connection with the results, Turner 

stated: 

Pareteum delivered excellent results in 2018 as well as in the fourth quarter of 
2018. Pareteum’s prospects are now the very best, more than ever before in our 
history. There is a clear path ahead for dramatic revenue growth and this is 
fueled by the growth of our 36 Month Contractual Revenue Backlog and its 
conversion of that backlog into billing customers. Artilium, which we acquired 
in October of 2018, has performed extraordinarily well. Bart, I want to thank you 
and all of our new Artilium teammates for that. Artilium was accretive to earnings 
and revenue just as we said that it would be. Well done, Bart and team. 

Since our acquisition of iPass closed just a few weeks ago, many good things 
have happened. We've got newly -- new high experienced teammates joining with 
their extremely solid business acumen, their operating muscle, and importantly, 
we see that our new teammates are highly energized by the significantly expanded 
prospects that come with their being part of Pareteum. 

* * * 

For the remainder of 2019, we have a current robust pipeline of another 29 
prospective sales transactions, and that's what's been identified just through mid-
March. Pareteum’s potential addition to our 36-month contractual revenue from 
these identified customers in our pipeline is currently $166 million. 

(emphasis added.) 

150. Turner then turned the discussion over to McCarthy who stated in relevant part:  

We generated $14.3 million of revenue in the fourth quarter and our gross 
margins were 63%, in line with expectations post the Artilium acquisition. 

* * * 
Our key performance indicators continue to exceed plans. Connections, which is 
our term for subscribers, devices and their connectivity usage, have grown over 
4point -- to over 4.6 million at the end of the fourth quarter. 36 Month Contractual 
Revenue Backlog converted into live production incremental monthly revenue 
was at 97% of scheduled conversion for the fourth quarter while we're 
maintaining an average over 100% for the year. 

22-10615-lgb    Doc 445    Filed 12/05/22    Entered 12/05/22 17:12:34    Main Document 
Pg 47 of 94



48 

151. Following these statements, Pareteum’s shares increased from $3.91 per share on 

March 12, 2019 to, $5.15 per share before closing at $4.79 per share on March 13, 2019. 

152. On March 15, 2019, Defendants caused Pareteum to announce “ten new 

customers have executed three-year contracts during early March 2019, valued at $17 million in 

the company’s expanding 36-month contractual revenue backlog” (the “March 15, 2019 PR”). 

153. On March 18, 2019, Defendants caused Pareteum to file its annual report on Form 

10-K with the SEC for the period ended December 31, 2018 (the “2018 10-K”), affirming the 

financial results in the March 12, 2019 PR. Turner and O’Donnell signed certifications pursuant 

to SOX attesting to the accuracy of the 2018 10-K. 

154. Regarding revenue recognition, the 2018 10-K stated, in relevant part: 
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155. The 2018 10-K, however, identified certain deficiencies in Pareteum’s internal 

controls over its financial reporting and admitted that Pareteum’s internal controls were not 

effective, stating: 

156. The 2018 10-K included an adverse audit report by Squar Milner LLP, 

Pareteum’s independent accounting firm, which stated: 

157. Despite the deficiencies in internal control over financial reporting, the 2018 10-K 

stated: “There have been no changes in our internal control over financial reporting during the 

quarter ended December 31, 2018 that have materially affected, or are reasonably likely to 

materially affect, our internal control over financial reporting.” 
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158. The 2018 10-K further purported that Pareteum had already begun taking 

measures to address the identified deficiencies in Pareteum’s internal controls, stating the 

following: 

159. Moreover, one of the 2018 10-K’s risk disclosures concerned the Post Road 

Facility Pareteum had secured on February 26, 2019, with the 2018 10-K stating the following: 

160. None of these issues were identified in the March 12, 2019 PR or the conference 

call with investors that occurred the same day. 

161. After releasing the 2018 10-K, Defendants continued announcing new contracts 

added to the backlog. On March 28, 2019, Defendants caused Pareteum to announce it had 

engaged a new customer and that “[t]he initial phase of the contract is valued in excess of $50 

million, which is incremental to Pareteum’s 36-month contractual revenue backlog” (the “March 

28, 2019 PR”). 
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162. On April 4, 2019, Defendants caused Pareteum to announce that “new contracts 

closed during the second half of March 2019 contributed in excess of $80 million to the 

company’s expanding 36-month contractual revenue backlog” (the “April 4, 2019 PR”). 

163. In April 2019, Pareteum also acquired Devicescape Holdings, Inc. 

(“Devicescape”), a provider of mobile location and engagement solutions. Devicescape was 

acquired for approximately $4 million in total purchase consideration. (See Thomas Declaration, 

¶ 25). 

164. On May 7, 2019, Defendants caused Pareteum to announce its first quarter 2019 

financial results in a press release that stated (the “May 7, 2019 PR”).  Once again, Defendants 

touted Pareteum’s purported rate of converting backlog to actual income, claiming the 

conversion rate had now reached as high as 101%.  The May 7, 2019 PR provides, in relevant 

part, as follows: 
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165. During a conference call held the same day in connection with the results, Turner 

stated, in relevant part: 

Now to our business at hand. Pareteum is performing extremely 
well. Without taking too much of Denis's thunder from his results 
review coming shortly. We reported a 460% Q1 2019 over Q1 
2018 revenue increase, more from Denis on that shortly. However 
we are on target with our products delivered, those being 
developed, our markets served and those that we will expand to. 
Our customers who are onboarding now even more efficiently and 
our people, matching the very best resources to address every 
opportunity we have. In every sense, this Company has reimagined 
the future of communications and we're delivering on it today. 

Our mission of connecting every person and everything is also on 
track. We’re on plan financially and we’re well above our 
expectations and sales results. We're raising the quality of 
customer experiences everyday and we’re raising our results and 
performance expectations with operational transparency. As a 
growth Company, we’re expanding in a financially responsible 
manner. 

166. With respect to Pareteum’s backlog and purported conversion rate, Turner stated 

the following:  

To complete the 36-month contract revenue backlog topic, the 
most important phase for Pareteum is to convert these contracts to 
billable revenues. This means new sales orders placed into live 
production, based upon their contracted schedules for service, 
invoices rendered, being billed and revenues collected. Our 
backlog conversion metrics show this story and we’re doing very 
well in this regard. 

I'd like to share a couple of details with you. From the inception of 
tracking the services deployed during the period of January the 1st, 
2017 through March the 31st of 2019, that's a 27-month period, we 
converted revenues in the backlog as they were scheduled at 101%. 
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We converted connections which is our word for subscribers at 
122%. This means that taking each contract and comparing what 
was contractually scheduled by the customers. In both the revenue 
and connections, we’ve over retained and outperformed what had 
been expected. We’re very pleased with this growth performance. 
But I must tell you we’re even more pleased with what I’m about 
to say to you. 

167. Also during the call, McCarthy stated, in relevant part: 

We have achieved organic growth of 32% over the prior-quarter 
from the combined Pareteum and our Artilium business . . . 

* * * 

As discussed on our year-end call, we established a new $50 
million credit facility with Post Road Group and retired the more 
expensive debts acquired in the iPass acquisition. The facility also 
provides us with significant available liquidity going forward 
should we need it. 

While we currently have no plans for the additional capital to 
operate our business, it gives us additional security and flexibility. 
I want to reinforce Hal’s comments about the remarkable 
transformation that Pareteum has achieved, along with this rapid 
growth and transformation, we have experienced some challenges 
including those related to our internal controls, primarily as a result 
of M&A integration. 

168. During the investor call, Defendants downplayed the internal control issues 

identified in the 2018 10-K claiming they were “primarily as a result of ‘M&A integration’.” 

169. On May 10, 2019, Defendants caused Pareteum to file its quarterly report on 

Form 10-Q with the SEC for the period ended March 31, 2019 (the “1Q19 10-Q”), affirming the 

previously reported financial results. The report was signed by Turner and O’Donnell, who also 

signed certifications pursuant to SOX attesting to the accuracy of the 1Q19 10-Q. 

170. The 1Q19 10-Q stated that “due [to] a previously reported material weakness in 

our internal control over financial reporting described below, Pareteum’s disclosure controls and 

procedures were not effective as of March 31, 2019.”  
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171. The 1Q19 10-Q further stated: 

172. Regarding compliance with GAAP, the 1Q19 10-Q stated the following: 

173. On May 15, 2019, Defendants caused Pareteum to announce that it had “closed 

more than 20 new sales transactions in April 2019, with a combined contract value of $70 

million” (the “May 15, 2019 PR”). 

174. On May 24, 2019, Defendants caused Pareteum to file a Form 8-K with the SEC 

announcing that Turner was appointed CEO, Bozzo was appointed CCO, and McCarthy was 

appointed COO. The sole reason provided was to “better reflect their roles and responsibilities 

with the Company.” Surprisingly, no press release accompanied this disclosure.  

175. On June 6, 2019, Defendants issued a definitive proxy statement soliciting 

stockholder votes in advance of Pareteum’s annual meeting to be held on July 17, 2019 (the 

“2019 Proxy Statement”). In the 2019 Proxy Statement, Defendants solicited stockholder votes 

in favor of two management proposals, including a proposal to elect Turner and van Sante to 
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new terms as directors. Regarding corporate governance, the 2019 Proxy Statement was 

substantially similar to the 2018 Proxy Statement. 

G. The Irregularities in the Financial Statements and Press Releases Come to Light 

176. On June 7, 2019, Marcus Aurelius Value published the Marcus Aurelius Report. 

(A copy of the Marcus Aurelius Report is annexed hereto as Exhibit B).  The Marcus Aurelius 

Report stated, among other things:  

TEUM’s Purported $900 Million Backlog Appears Significantly Exaggerated or 
Fictitious.  

The foundation of the Pareteum growth story is built on the company’s supposedly 
large and fast-growing 36-month backlog, which management now says exceeds 
$900 million. But our investigation identified a variety of purportedly valuable 
customers that appear wholly incapable of paying TEUM anywhere near the large 
contractual values that TEUM has touted. Examples include: 

 A nearly-worthless penny-stock managed by a former AudioEye 
executive named alongside TEUM’s CFO in the fraud suit. 

 African entities that show no signs of meaningful business activity. 

 Contracts with crypto-companies including one that recently settled 
with the SEC and “agreed to return funds to harmed investors.” 

 Closed or dissolved businesses. 

 Websites that are inactive or offer limited contact information. 

 Businesses that don’t answer the phones or report having minimal 
employees. 

 European entities with tiny amounts of capital or revenue. 

 Featured customers located in apartment buildings. 

 Millions in loans to an entity bleeding cash. 

 A purported $50 million contract with an entity in Thailand that 
reports having zero 2018 revenue, years of losses, and involvement 
with a crypto-coin that has lost 97% of its peak value. 
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We also found irregularities and embellishments involving a significant portion of 
the “notable partners and customers” that TEUM highlighted in a graphic at its 
recent analyst day, suggesting TEUM struggles to find enough legitimate new 
customers to even fill a simple slide. 

TEUM’s Backlog Conversion and Receivables Signal Serious Potential 
Accounting Problems.  

The accounting fraud that TEUM’s CFO allegedly perpetrated at AudioEye 
involved the booking of phantom revenues to artificially inflate the stock price. 
Bulls have taken comfort in management’s assurances that TEUM’s backlog has 
converted to revenue at over 100% of contractual rates thus far. But we find 
TEUM’s backlog conversion rate highly problematic considering that our 
research has flagged so many small or defunct customers. If exaggerated 
contractual values are now being recognized as revenue, then we believe TEUM 
will face serious accounting problems. TEUM’s receivables have already begun 
to balloon after growing at sequential rates far faster than revenues in each of the 
last four quarters. TEUM’s small California auditor, which was specifically cited 
by the PCAOB for audit deficiencies related to revenue, gives us no comfort. 

This is exactly why we’re troubled that TEUM’s receivables have grown at 
sequential rates far faster than revenues in each of the last four quarters. For 
example, revenues grew 64% to $23M in Q1 2019 from $14M in Q4 2018 but 
receivables ballooned 86% to $28M from $15M over the same period. This is 
puzzling because TEUM’s own SEC filings state that “the company typically bills 
its customers at the end of each month, with payment to be received shortly 
thereafter”, which we believe should naturally result in relatively minimal 
receivables. But TEUM’s Days Sales Outstanding has reached 110 days as 
compared 39 days of Twilio (TWLO), a company that promoters like to compare 
TEUM to, suggesting that TEUM’s customers may already be falling behind on 
their bills. 

TEUM’s small California auditor, Squar Milner, gives us no additional comfort. 
Squar has audited at least one company owned by Barry Honig, True Drinks 
Holdings (TRUU), an equity that is now virtually worthless. More importantly, 
the Public Company Accounting Oversight Board (“PCAOB”) uncovered 
significant deficiencies in its most recent inspection of Squar in 2017. The 
PCAOB stated in its report that “in other words, in these audits, the auditor 
[Squar] issued an opinion without satisfying its fundamental obligation to obtain 
reasonable assurance about whether the financial statements were free of material 
misstatement.” The PCAOB even identified two significant deficiencies in a 
Squar audit specifically related to the valuation of revenue . . . 
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177. According to the Marcus Aurelius Report, one of Pareteum’s purported customers 

was merely a shack: 

TEUM’s public claims simply don’t hold up to investigative scrutiny. For 
example, TEUM touted a contract with the South Africa based “Eyethu Mobile 
Network” as part of a group of deals, purportedly worth $50 million in aggregate, 
that TEUM says it signed in the last two weeks of August 2018. . . . Our 
investigators went to visit Eyethu/EMN’s headquarters but discovered only a 
dilapidated shack and crumbling structures near a rural African village . . . 

Documents and detailed forensic evidence presented throughout this report shows 
that Eyethu is only the tip of the iceberg of small or defunct entities across the 
world that TEUM claims to have signed valuable contracts with 

178. Moreover, the Marcus Aurelius Report detailed numerous ties between 

Pareteum’s management, including certain of the Defendants, and various failed stock 

promotions and other schemes, stating the following: 

TEUM’s Management Has Extensive Ties to Previous Alleged Frauds and Failures.  

The biographies for Turner and TEUM’s COO [McCarthy] fail to disclose their 
leadership positions at Catcher Holdings, a now worthless stock that was owned by 
a group that included an entity controlled by Barry Honig, the notorious stock 
operator charged by the SEC last October with fraud for alleged pump and dump 
schemes. We see similarities between TEUM and the stock promotion at Catcher, 
where Turner repeatedly touted Catcher’s technology and growth prospects but 
investors ultimately were left with nothing. TEUM’s CFO was sued by investors 
for fraud after he allegedly “personally affected the fraudulent booking of revenues” 
as CFO of Audioeye, which later erased 92% of reported revenues over the relevant 
period in a restatement. TEUM’s former Audit Committee Chair, now a TEUM 
executive, was the CFO of TowerStream, another Honig-backed company that is 
now nearly worthless. TEUM’s longtime investor relations representative was 
previously sentenced to prison in 2015 and recently disappeared from press releases 
after being added to a list of prohibited service providers by OTC markets 

* * * 

TEUM Has Surrounded Itself with Veterans from Failed Stock Promotions.  

We discovered a network of actors behind TEUM whose mere presence should 
send diligent investors running for hills. TEUM has paid promoters, used a 
placement agent, and attracted large investors that are veterans of numerous 
previous stock promotions Honig was an investor in, many of which have since 
declined to near worthlessness. We discovered that TEUM’s relationship with 
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Honig’s longtime securities law firm, Sichenzia Ross, is so close that the address 
that TEUM’s lists on its website as its “USA Headquarters” is actually 
Sichenzia’s main office. TEUM has issued tens of millions in shares, warrants, 
and convertible preferred securities in a series of complex private placements with 
the assistance of Sichenzia, who is being sued by a former client for allegedly 
helping create “ownership blockers” for Honig’s group as part of an alleged pump 
and dump scheme that left that company bankrupt and unable to even validate its 
number of shares outstanding (Sichenzia and Honig deny the allegations) 

* * * 

TEUM uses the same placement agent as Mabvax [Theraputics] did, a Boca 
Raton broker named Dawson James Securities that also now issues favorable 
research reports on TEUM. According to our analysis, Dawson James has been 
engaged by 13 different companies that have been owned by Honig, most of 
which have declined more than 75% from their peak value and/or are now 
virtually worthless. 

* * * 

While we are unable to identify all of TEUM’s private placement investors, two 
firms that have regularly invested alongside Honig, Iroquois Capital and 
IntraCoastal Capital, owned or controlled 13.2% of TEUM’s outstanding shares 
as of March 2018, according to an SEC filing. By our count, Iroquois and/or 
Intracoastal have collectively invested in a total of 34 publicly traded companies 
that were also owned by Honig, most of which have either declined more than 
75% from their peak value or are now virtually worthless. A February 2019 SEC 
filing reported that Iroquois Capital has already dumped their entire TEUM stake. 
We note that Iroquois reportedly received an SEC subpoena as part of the 
investigation into Honig’s alleged pump and dump ring but was not named in the 
SEC complaint or been accused of wrongdoing. 

TEUM has paid stock promoters from Red Chip companies, which has previously 
touted numerous now worthless companies backed by Honig. . . . 

179. Upon the issuance of the Marcus Aurelius Report exposing Defendants’ unlawful 

conduct, Pareteum’s shares fell $0.83 per share, or over 24%, to close at $2.58 per share on June 

7, 2019, on unusually heavy trading volume. 
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180. On June 10, 2019, Insider Monkey published Pareteum’s response to the Marcus 

Aurelius Report (the “June 10, 2019 Letter”): 

(A copy of the June 10, 2019 Letter is annexed hereto as Exhibit C).  Curiously, this response 

was not posted on Pareteum’s website where the other press releases and letters are easily located.  
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181. On June 25, 2019, Viceroy Research Group published the Viceroy Report. (A copy 

of the Viceroy Report is annexed hereto as Exhibit D). The Viceroy Report summarized its 

findings, stating in relevant part: 

Further to recent research reports, Pareteum has a history of promotional press 
releases of customer wins. A deeper investigation into these customers show 
much larger number are insignificant, and the companies behind them appear in 
no way capable of fulfilling the contract values advertised by Pareteum. 

Two of Pareteum’s customer wins appear to be undisclosed related parties tied to 
Pareteum consultant Dinesh “Danny” Patel. 

One of Pareteum’s announced customer wins is a company under a historic 
investigation and charged with significant VAT evasion fraud. Information on 
this is easily available, leading us to believe that Pareteum was aware of the 
company’s issues while announcing the customer win. 

Pareteum appears to be in breach of US sanctions against Iran through its 
provision of services to Iranian MVNO Amin SMC. Amin SMC appears to be 
chaired by Hamid Reza Amirinia, an individual suspected of breaching sanctions 
with an Iranian government mandate to launder money for the regime 

* * * 

Several entities on the pareteum.cloud domain are small companies or have no 
web presence whatsoever, leading us to believe that they are Pareteum customers 
who are unable to pay or have no operations. 

Pareteum’s 36-month contractual backlog measurement is not an accurate 
predictor of future profits. An analysis of the company’s backlog and 
management comments shows it should have reported 73.10% more revenue in 
Q1 2019 than it did. Management appears to be inflating this figure to hype up 
the share price and reassure investors. 

* * * 

Pareteum’s management has a history of dishonest reporting. Notably, CFO Ted 
O’Donnell who was sued by former employer AudioEye for fabricating 
US$8.1m worth of revenue over 3 quarters which was found to have no 
supporting documentation. This was an overstatement of revenues in the period 
of more than 3,000%. 
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Pareteum’s rapid-fire announcement of customer wins mirrors its announcements 
regarding cryptocurrency in 2017, which were put to an abrupt halt when a 
response to an SEC letter revealed TEUM had made no revenue, nor planned to 
do so, from cryptocurrency. 

* * * 

A breakdown of Pareteum’s revenues, cash flows and receivables show the 
majority of its revenue from sources other than Vodafone and acquired 
businesses iPass and Artilium appears to be uncollectable. Accordingly, we 
believe total revenue is overstated by 42%, corroborating our findings regarding 
Pareteum’s customers. 

182. The Viceroy Report specifically discussed the revenue figures reported in 

Pareteum’s financial statements as follows: 

Pareteum has 4 months accounts receivable sitting on its balance sheet. When 
combined with the drastic increase in receivable days since the end of 2017, it 
appears that Pareteum’s new customers are not paying their bills. Despite this 
Pareteum’s management continues to recognize this apparent uncollectable 
revenue from customers. 

* * * 

Pareteum’s acquired businesses iPass and Artilium are getting paid on “typical” 
billing terms of 30 days, per management assertion. It is noteworthy that this is 
not strictly true: 

Artilium’s last publicly available financials show 77.473 receivable days and 
claim that the average credit period on sales to be 87 days as of June 30, 2018. 

iPass’s Q3 2018 10-Q revenue and receivables figures show 78.155 receivable 
days with standard credit terms of 30 days.

iPass’ purchase price accounting allocated US$4.344m in accounts receivable to 
Pareteum’s balance sheet. 

Artilium’s purchase price accounting allocated a negligible amount of accounts 
receivable to Pareteum’s balance sheet: it appears Pareteum wrote a significant 
balance off. We have not accounted for this negligible balance. 

According to our model Pareteum has collected only 4% of the revenue recognized 
from these customers in the 12 months trailing Q1 2019. While this figure is 
probably lower than Pretium’s actual collections, it creates a Catch-22 situation 
where receivables from Artilium and iPass are also growing exponentially. 
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(emphasis in original). 

183. Upon publication of the revelations in the Viceroy Report, Pareteum’s share price 

fell $0.51, or over 20%, to close at $2.00 per share on June 26, 2019, on unusually heavy trading 

volume. 

184. On June 27, 2019, Pareteum published a statement on its website (which appears to 

have since been removed) attempting to refute the Viceroy Report (the “June 27, 2019 Statement”), 

providing as follows: 

We are aware of increased trading in Pareteum Corporation stock and that certain 
short sellers have used questionable tactics including leveraging the media to 
misrepresent facts and make anonymous spurious claims against the company and 
its officers. Despite coordinated attacks designed only for the financial gain of 
these short sellers, we remain a dynamic and growing company that stands by the 
quality of the information reported in our most recent earnings announcements, 
including the guidance provided for 2019. 

Pareteum Corporation categorically denies all allegations put forth in the short 
seller reports. Without giving credence to the reports in detail, we do state the 
allegations that Pareteum has breached U.S. sanctions against Iran are false. While 
Pareteum does not publicly comment on business relationships with its customers, 
it is committed to compliance with all applicable laws, including U.S. sanctions 
against countries such as Iran. We note that certain activities in Iran have been or 
are authorized under OFAC General License H and/or General License D-1, and 
that there are longstanding U.S. policies supporting communications and Internet 
freedom in Iran. In view of the evolving regulatory environment in Iran, Pareteum 
frequently and carefully reviews its business dealings there and has engaged with 
the U.S. Office of Foreign Assets Control to tailor its activities and maintain strict 
compliance. 

Everyone at Pareteum is fully dedicated to upholding the highest standards and 
reporting requirements of a public company. We look forward to sharing 
additional information about our growth and success in future earnings releases. 
We invite investors and media following our activity to sign up for email alerts 
regarding any public statements and future earnings announcement dates by 
visiting our investor relations website . . . . 

(A copy of the June 27, 2019 statement is annexed hereto as Exhibit E).  
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185. On July 18, 2019, Pareteum filed with the SEC a Form 8-K disclosing the results 

from the votes on the proposals contained in the 2019 Proxy Statement. In particular, Turner and 

van Sante were reelected to terms as directors. 

186. On August 6, 2019, Defendants caused Pareteum to announce its second quarter 

2019 financial results in a press release (the “August 6, 2019 PR”). Unlike prior earnings 

announcements, the August 6, 2019 PR conspicuously did not mention the highly touted revenue 

backlog. Instead, it reported that Pareteum’s consolidated revenue was $34.1 million for this 

quarter. 

187. On August 9, 2019, Defendants caused Pareteum to file its quarterly report on 

Form 10-Q with the SEC for the period ended June 30, 2019 (the “2Q19 10-Q”), affirming the 

previously reported financial results. The report was signed by Turner and O’Donnell, who also 

signed certifications pursuant to SOX attesting to the accuracy of the report. 

22-10615-lgb    Doc 445    Filed 12/05/22    Entered 12/05/22 17:12:34    Main Document 
Pg 63 of 94



64 

188. Regarding efforts to remediate the previously disclosed material weakness, the 

2Q19 10-Q stated, in relevant part: 

189. Around this same time, certain directors requested further information from 

Pareteum’s auditor, Baker Tilly US, LLP (f/k/a Squar Milner LLP “Baker Tilly”) and from 

Defendants regarding the large increase in revenue, Pareteum’s cash position, forecasted cash 

flows, and overall financial position. 

190. At approximately the same time, it came to light that Pareteum defaulted on the 

Post Road Facility. On August 23, 2019, Defendants caused Pareteum to file a Form 8-K with 

the SEC, which included as an exhibit a “Waiver and First Amendment to Credit Agreement” in 

connection with the Post Road Facility (the “Waiver”). The Waiver constituted an agreement 

between Post Road Group and Pareteum to waive Pareteum’s numerous defaults under the Post 

Road Facility.  

191. Pursuant to the Waiver, Pareteum was obligated to, among other things: 

 Comply with the requirements set forth in the definition of 
“Permitted Acquisition” in connection with the consummation of 
the DeviceScape Acquisition as required by clause (m) of Section 
9.05 of the Credit Agreement. 

 Timely make interest payments owed to Administrative Agent. 
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 Timely deliver (i) financial report information for the period 
February 28, 2019 through June 30, 2019; and (ii) the 
corresponding Compliance Certificates. 

192. To obtain the Waiver and a $2.5 million loan from Post Road Group, Pareteum 

agreed to issue 750,000 shares of its stock to Post Road Group on August 22, 2019 and 250,000 

shares on November 15, 2019, thereby diluting existing shares. 

193. On this news, Pareteum’s shares fell $0.29, or nearly 11%, to close at $2.47 per 

share on August 23, 2019. 

194. On August 27, 2019, Seeking Alpha published a report titled, “Pareteum – 

Caught in a Cash Crunch After Violating Debt Covenants” (the “Seeking Alpha Report”, a copy 

of which is annexed hereto as Exhibit F), which commented on the Post Road Facility and 

Pareteum’s revenue – or lack thereof –stating in relevant part: 
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195. The Seeking Alpha Report also cautioned investors about Pareteum’s financial 

stability, and predicted that Pareteum would likely need to implement a secondary offering at 

some point in the future in order to remain solvent. 

196. On September 20, 2019, Defendants caused Pareteum to announce a secondary 

offering of 18.8 million shares of common stock and 3.8 million units of warrants to purchase 

stock priced at $40 million, thereby further diluting Pareteum’s stock.  

197. On this news, Pareteum’s shares fell $0.17 per share, or over 9%, to close at $1.67 

per share on September 20, 2019, on unusually heavy trading volume.  

H. The Truth Emerges Leading to Multiple Parallel Investigations 

198. As reflected above, by August 2019, the truth had begun to catch up with 

Defendants. As a result of the investor reports, multiple parallel investigations emerged. 

a. The SEC Investigation 

199. In August 2019, the SEC issued a subpoena to Pareteum requesting certain 

information and documents regarding Pareteum’s business. (See Declaration of Laura W. 

Thomas in Support of the Debtors’ Chapter 11 Petitions and First Day Pleadings [Docket No. 3] 

(the “Thomas Declaration”), ¶ 76).  

200. On September 2, 2021, the SEC issued a settled administrative cease-and-desist 

order (the “SEC Order”) that found that during the Relevant Period Pareteum: (i) improperly 

recognized revenue based on non-binding purchase orders; (ii) made material misstatements to 

its auditor; and (iii) improperly recognized revenue from an unsigned purchase order and then 

attempted a cover-up. (See Ex. A).  
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201. With respect to the material misstatements to Pareteum’s auditors, the SEC Order 

provided:  

202. In addition, the SEC Order found that certain unnamed executives, but likely 

include Defendants, improperly recognized revenue from an unsigned purchase order.  
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203. The SEC Order alleged:  

204. After the SEC issued the subpoena to Pareteum, Defendants attempted to 

backdate the unsigned purchase order in order to conceal the mistake rather than admit the 

“mistake”. Specifically, the SEC Order alleged:  

22-10615-lgb    Doc 445    Filed 12/05/22    Entered 12/05/22 17:12:34    Main Document 
Pg 68 of 94



69 

205. The SEC Order imposed a $500,000 civil monetary fine against Pareteum, which 

Pareteum had been paying in installments as of the Petition Date. (See Thomas Declaration, ¶ 

98). 

b. The Internal Investigation 

206. The SEC subpoena prompted certain of the directors to launch an internal 

investigation into management, including certain of the Defendants. (See Thomas Declaration, ¶ 

77). Shortly thereafter, a comprehensive independent investigation by special legal counsel to the 

Audit Committee was commenced to investigate Pareteum’s revenue recognition practices and 

all its relevant surrounding circumstances. Pareteum engaged outside legal counsel as well as 

EisnerAmper LLP to assist in the Board’s investigation.  

207. On October 18, 2019, the Board received a preliminary report from EisnerAmper.  

That preliminary report found that revenues for year-end 2018 were overstated by approximately 

$6.8 million, or 21%, relative to the $32.4 million revenue reported. Additionally, for the first six 

months of 2019, revenues were overstated by $14.5 million, or nearly 25%, relative to the $57.2 

million in revenue reported. (See Thomas Declaration, ¶ 80). 

208. In October 2019, after Pareteum’s Corporate Secretary provided the Board with a 

preliminary report regarding the improper recognition of revenue, McCarthy – who was 

responsible for maintaining Pareteum’s Revenue Backlog records – was terminated effective as 

of October 9, 2019. (See Thomas Declaration, ¶ 79). 

209. As a result, Pareteum’s shares fell $0.36, or over 30%, over three consecutive 

trading sessions to close at $0.83 per share on October 17, 2019, on unusually heavy trading 

volume. 
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210. In addition to the termination of McCarthy, the Board immediately initiated 

Pareteum’s process of restating its financials. (See Thomas Declaration, ¶ 81). 

211. On October 21, 2019, Defendants caused Pareteum to file a Form 8-K with the 

SEC, disclosing that financial statements in the 2018 10-K, 1Q19 10-Q and 2Q19 10-Q should 

no longer be relied upon and would be restated. The decision to restate the financials was based 

upon Pareteum’s conclusion that certain revenues were recognized improperly during 2018 and 

2019. (See Thomas Declaration, ¶ 82).The Form 8-K stated, in relevant part: 

212. According to the outside accountants advising the Board, these misstatements 

resulted from improper accounting practices, whereby Defendants directed that revenue be 

recognized based on non-binding purchase orders and prior to product shipment, which is not in 

accordance with GAAP. (See Thomas Declaration, ¶ 83). 

213. On October 22, 2019, Pareteum’s share price fell $0.44, or nearly 60%, to close at 

$0.30 per share, on unusually heavy trading volume. 

214. Further, as a result of the investigation, Pareteum believed certain former senior 

accounting employees took steps to conceal these practices from Pareteum’s auditor and Board. 

Pareteum, at the direction of the Board, subsequently terminated all executives and employees of 
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Pareteum that took part in the misreporting of Pareteum’s revenue as the independent 

investigation progressed. (See Thomas Declaration, ¶ 83). 

215. On November 5, 2019, Pareteum issued a press release stating that Thomas would 

serve as interim CFO, effective November 15, 2019. 

216. On November 22, 2019, in connection with the terminations of all officers and 

employees involved with the revenue misstatements, the Board terminated Turner from his 

positions as Executive Chairman of the Board and CEO on November 22, 2019. (See Thomas 

Declaration, ¶ 87). 

c. The NASDAQ Delisting 

217. On November 13, 2019, Pareteum was informed that it was no longer in 

compliance with NASDAQ listing rules because it had not timely filed its third quarter report, 

and would have to regain compliance within 60 days or be delisted from the exchange. (See

Thomas Declaration, ¶ 86). 

218. Additionally, the misstatement of Pareteum’s financial statements triggered 

violations under NASDAQ’s listing rules. NASDAQ ultimately notified Pareteum that, to regain 

compliance with its listing rules, Pareteum needed to: (i) file a Quarterly Report on Form 10-Q 

for the period ended September 30, 2019; (ii) file its amended Annual Report on Form 10-K/A 

for the year ended December 31, 2018; (iii) timely file its Annual Report on Form 10-K for the 

year ended December 31, 2019; and (iv) timely file its Quarterly Reports on Form 10-Q for the 

periods ended March 31, 2020 and June 30, 2020 (collectively, the “Delinquent Filings”). (See

Thomas Declaration, ¶ 88). 
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219. Pareteum was also notified that it had also violated NASDAQ listing rule 

5550(a)(2) (the “Bid Price Rule”), because the bid price of its listed security had not exceeded $1 

per share for a period of 30 consecutive business days. (See Thomas Declaration, ¶ 89). 

220. Pareteum sought to regain compliance with the NASDAQ listing rules. However, 

progress on the audit was slow, which further delayed restatements and filings necessary to 

become compliant. Ultimately, these delays prevented Pareteum from meeting NASDAQ’s and 

the SEC’s requirements to become current and relisted. The public trading of the common stock 

on NASDAQ was suspended on November 12, 2020. The formal delisting of Pareteum’s 

common stock from the NASDAQ became effective on February 12, 2021. (See Thomas 

Declaration, ¶ 94). 

221. Thereafter, Pareteum’s common stock began trading over-the-counter on the so-

called “Pink Sheets”. Stocks traded on Pink Sheets are often more thinly traded than stocks 

traded on other public exchanges, which creates significant barriers to raising necessary liquidity 

through access to the capital markets. (See Thomas Declaration, ¶ 95). 

222. In June 2021, Pareteum completed the audit, restated the financials, and filed the 

vast majority of the Delinquent Filings. However, Pareteum’s stock price had not exceeded $1 

per share in the prior year. In fact, due to a material write down of goodwill and intangibles, the 

stock’s book value was negative at the time the audit was completed. Therefore, Pareteum’s 

stock could not be relisted on the NASDAQ exchange. (See Thomas Declaration, ¶ 96). 

223. As a result of the delisting, Pareteum was unable to obtain cash through the public 

sale of securities and was forced to raise cash through the sale of preferred stock and the issuance 

of secured debt. 
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d. The Internal Investigation Revealed Defendants’ Scheme to Improperly 
Account for Revenue and the Myriad of Misstatements Made by 
Defendants. 

224. As set forth in detail below, the internal investigation revealed that despite 

Pareteum disclosing that it was reporting revenue in accordance with ASC 606, Pareteum 

recognized revenue without confirming whether the criteria of ASC 606 had been fully satisfied.  

Therefore, Pareteum’s financial statements contained egregious errors with respect to Pareteum’s 

actual financial performance and outlook. These errors are result of two issues relating to the 

Defendants’ self-dealing: (1) intentional inflation of revenue; and (2) insufficient procedures in 

place to prevent the intentional malfeasance.  

225. Pareteum did not have sufficient procedures and controls in place to provide 

reasonable assurance that it was recognizing revenue in accordance with ASC 606, and instead, 

Defendants allowed revenue to be recognized that was not in compliance with GAAP.  

226. Under ASC 606, Defendants should have caused Pareteum to satisfy its 

performance obligations under the purchase orders prior to recognizing revenue. Specifically, 

Defendants should have ensured that the SIM cards had been shipped and that the platform was 

operational. Further, under the terms of the most recent purchase orders, the user had to activate 

the SIM cards before the customer was obligated to pay Pareteum. In multiple instances, 

Pareteum failed to meet any, let alone all, of these requirements prior to recognizing revenue. 

(See Ex. A, ¶ 13).  

227. Under the leadership of Defendants, there were insufficient internal accounting 

controls in place to assess whether the required performance obligations had been met prior to 

revenue being recognized, and in practice, such checks improperly performed. As a result, 

Pareteum recognized the amounts listed in the purchase orders based solely on the purchase 
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order being signed by the customer without confirming whether these amounts were 

recognizable under ASC 606, which resulted in the improper recognition of millions of dollars of 

revenue. (See Ex. A, ¶ 14). 

228. Defendants pressured employees to reach internal budgeted projections for 

revenue each month. Pareteum was only able to meet these projections by immediately 

recognizing revenue for the entire projected amount of a purchase order when it was signed -- 

despite Pareteum having not met its performance obligations under the purchase order. (See Ex. 

A, ¶ 15). 

229. Recognizing the full amount of each purchase order once signed, rather than in 

accordance with GAAP, became standard practice for Pareteum’s mobile bundled services line 

of business. Defendants knew, or were reckless in not knowing, that the requirements for proper 

revenue recognition had not been met and yet continued to authorize or accept decisions to 

recognize millions of dollars of revenue improperly. Revenue recognized this way accounted for 

millions of Pareteum’s revenue each quarter starting in 2018 and continuing through the first half 

of 2019, even though it was not yet owed by the customers. By August 2019, Pareteum had only 

collected a fraction of the tens of millions in revenue it had recognized for mobile bundled 

services customers. (See Ex. A, ¶ 16). 

230. As later revealed, many of the customers who purportedly contributed to its 

contractual revenue backlog were either significantly exaggerated or fictitious. These customers 

included closed or dissolved businesses, businesses with websites that are inactive or offer 

limited contact information, and businesses located in apartment buildings or even dilapidated 

shacks. Several customers were international entities that showed no signs of meaningful activity 

and had nominal amounts of capital or revenue.  
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231. For example, the Marcus Aurelius Report revealed that, in October 2018, 

Pareteum recognized revenue from a three-year, $50 million contract with an entity in Thailand 

named One Development. One Development’s financial statements revealed it had zero revenue 

in 2018 and three consecutive years of operating losses. Its total assets were valued at 

approximately $298,000. Its founder appears to operate a parallel Mobile Network Virtual 

Operator (“MVNO”) consulting business that reported $0.57 in revenue in 2018. (See Ex. B).  

232. Also, the Marcus Aurelius Report revealed that in October 2018, Pareteum touted 

three new contracts with purported MVNOs in Africa worth a total of $15 million. One of the 

companies, Naledi Telecom, was formed in May 2018. Naledi Telecom is currently not 

operational and not even listed in the building directory of its registered address. Another of the 

three companies, Parallax Health Sciences, Inc., reported just $11,000 in revenue in 2018. (See

Ex. B).  

233. As a result, the numerous press releases and statements by Defendants on behalf 

of Pareteum were false and misleading to investors and the public.  

234. The statements in the December 14, 2017 Letter, December 2017 Presentation, 

January 2, 2018 PR, January 31, 2018 PR, February 12, 2018 Letter, February 28, 2018 PR, 2017 

10-K, April 9, 2018 PR, April 16, 2018 Letter, May 7, 2018 PR, 1Q18 10-Q, July 10, 2018 PR, 

August 2, 2018 PR, August 6, 2018 PR, 2Q18 10-Q, 2018 8-K, September 17, 2018 PR, October 

2, 2018 PR, October 5, 2018 PR, October 8, 2018 PR, October 17, 2018 PR, October 24, 2018 

PR, November 7, 2018 PR, 3Q18 10-Q, February 13, 2019 PR, February 13, 2019 PR, February 

15, 2019 PR, February 20, 2019 PR, March 5, 2019 PR, March 7, 2019 Letter, March 12, 2019 

PR, March 28, 2019, April 4, 2019, May 7, 2019 PRs, the conference call on May 7, 2019, 1Q19 

10-Q, May 15, 2019 PR, June 27, 2019 Statement, and August 6, 2019 PR were materially 
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misleading because they failed to disclose that: (1) Pareteum was unlikely to collect revenue 

from certain customer transactions; (2) as a result, Pareteum had improperly recognized revenue 

derived from these transactions; (3) as a result, Pareteum’s revenue backlog and accounts 

receivable were overstated; (4) as a result, Pareteum’s 36-month contractual revenue backlog 

was not indicative of Pareteum’s growth potential; (5) Pareteum was reasonably likely to restate 

certain financial statements; and (6) certain of Pareteum’s officers and directors, including 

Turner and O’Donnell, had ties to various failed stock promotions and schemes, as well as to 

entities associated with known stock manipulator Barry Honig, thereby violating the Code of 

Conduct. 

235. The 2018 Proxy Statement was materially misleading because it failed to disclose 

that: (1) Pareteum was unlikely to collect revenue from certain customer transactions; (2) as a 

result, Pareteum had improperly recognized revenue derived from these transactions; (3) as a 

result, Pareteum’s revenue backlog and accounts receivable were overstated; (4) as a result, 

Pareteum’s 36-month contractual revenue backlog was not indicative of the Pareteum’s growth 

potential; (5) Pareteum was reasonably likely to restate certain financial statements; (6) certain of 

Pareteum’s officers and directors, including Turner and O’Donnell, had ties to various failed 

stock promotions and schemes, as well as to entities associated with known stock manipulator 

Barry Honig, thereby violating the Code of Conduct; (7) Pareteum misrepresented the Board’s 

actual activities with respect to financial reporting while soliciting votes to reelect and 

compensate directors who were breaching their fiduciary duties; and (8) each of the non-

employee directors were interested in their own grants of discretionary compensation. 

236. The 2018 10-K’s risk disclosures concerning the Post Road Facility and the 

statements during the May 7, 2019 Conference Call were materially misleading because they 
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failed to disclose that: (1) Pareteum had already failed to perform and timely repay the amounts 

due to Post Road Group; (2) Pareteum had been unable to deliver the third party consents 

required under its agreement with Post Road Group to receive additional loans subsequent to the 

initial loan of $25 million; and (3) Pareteum was already in breach of its agreement with Post 

Road Group by failing to timely provide financial reports to Post Road Group. 

237. The 2019 Proxy Statement was materially misleading because it failed to disclose 

that: (1) Pareteum was unlikely to collect revenue from certain customer transactions; (2) as a 

result, Pareteum had improperly recognized revenue derived from these transactions; (3) as a 

result, Pareteum’s revenue backlog and accounts receivable were overstated; (4) as a result, 

Pareteum’s 36-month contractual revenue backlog was not indicative of the Pareteum’s growth 

potential; (5) Pareteum was reasonably likely to restate certain financial statements; (6) certain of 

Pareteum’s officers and directors, including Turner and O’Donnell, had ties to various failed 

stock promotions and schemes, as well as to entities associated with known stock manipulator 

Barry Honig, thereby violating Pareteum’s Code of Conduct; and (7) it misrepresented the 

Board’s actual activities with respect to financial reporting while soliciting votes to reelect and 

compensate directors who were breaching their fiduciary duties. 

238. The statements in the 2Q19 10-Q were materially misleading because they failed 

to disclose that: (1) Pareteum was unlikely to collect revenue from certain customer transactions; 

(2) as a result, Pareteum had improperly recognized revenue derived from these transaction; (3) 

as a result, Pareteum’s revenue backlog and accounts receivable were overstated; (4) as a result, 

Pareteum’s 36-month contractual revenue backlog was not indicative of Pareteum’s growth 

potential; (5) Pareteum was reasonably likely to restate certain financial statements; and (6) 

certain of Pareteum’s officers and directors, including Turner and O’Donnell, had ties to various 
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failed stock promotions and schemes, as well as to entities associated with alleged stock 

manipulator Barry Honig, thereby violating the Code of Conduct. 

239. The internal investigation also revealed that as a result of Defendants’ self-interest 

and breaches of fiduciary duty, Defendants failed to properly vet the Artilium and iPass 

acquisitions.  

240. On October 1, 2018, Pareteum completed acquisition of all of the outstanding 

shares of Artilium whereby each Artilium ordinary shareholder received 0.1016 new shares of 

the Pareteum’s common stock and 1.9 pence in cash (the “Artilium Acquisition”). In connection 

with the Artilium Acquisition, Pareteum issued an aggregate of 37,511,447 shares of the 

Pareteum’s common stock to Artilium shareholders and cancelled 3,200,332 shares of common 

stock issued by Pareteum that was held by Artilium pre-acquisition. The Artilium Acquisition 

caused Pareteum to assume $5 million in liabilities that were not adequately accounted for during 

the due diligence process for the Artilium Acquisition. (See Thomas Declaration, ¶ 104). 

241. On November 12, 2018, Pareteum entered into an Agreement and Plan of Merger 

(the “iPass Merger Agreement”) by and among Pareteum, iPass, and TBR, Inc. (“TBR”), a 

wholly owned subsidiary of Pareteum. Pursuant to the iPass Merger Agreement, TBR 

commenced an exchange offer (the “iPass Offer”) for all of the outstanding shares of iPass’ 

common stock, for 1.17 shares of the Pareteum’s common stock, together with cash in lieu of 

any fractional shares. In aggregate, Pareteum issued 9,865,412 shares of common stock to the 

iPass shareholders in March 2019. (See Thomas Declaration, ¶ 105). 

242. After the iPass merger was consummated, Pareteum discovered that there were 

numerous aging accounts payable that had not been recognized during the due diligence process 

of the iPass merger. This aged accounts payable was in addition to the known, approximately 
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$11 million loan that was owed by iPass that was paid off, in part, with proceeds of the Post 

Road Facility. (See Thomas Declaration, ¶ 106). 

243. In the Summer of 2020, in an effort to reduce remaining liabilities, Pareteum 

hired FTI Consulting to attempt to compromise certain of the amounts owed by iPass through an 

out of court restructuring of iPass. That restructuring was not successful due to a lack of 

liquidity, which made it impossible for Pareteum to pay certain of the upfront costs/amounts 

necessary to compromise the accounts payable. Thus, the iPass liabilities remained on the books 

of iPass as of the Petition Date. (See Thomas Declaration, ¶ 107). 

244. Based on an analysis of Pareteum’s revenues, cash flows, and receivables, the 

Viceroy Report concluded that “the majority of [Pareteum’s] revenue from sources other than 

Vodafone [Enabler S.L. (“Vodafone”), Pareteum’s largest historical customer,] and acquired 

businesses iPass and Artilium appear[ed] to be uncollectable”. (emphasis added) 

245. Pareteum assumed more than $15 million in liabilities that were not adequately 

discovered at the time that the Artilium and iPass acquisitions closed as a result of Defendants’ 

self-interest and desire to consummate the transactions in order to obtain certain bonuses 

predicated on the acquisitions. (See Thomas Declaration, ¶ 108). 

246. As a result of these acquisitions, which had been approved and completed prior to 

the discovery of the improper revenue recognition in Pareteum’s financial statements, Pareteum 

had aggregate payables of approximately $30 million in liabilities.  (Thomas Declaration, ¶ 109). 

e. Numerous Lawsuits Arise in the Face of Defendants’ Malfeasance and 
Misstatements.  

247. Pareteum was plagued by numerous putative class action and derivative lawsuits 

since its October 21, 2019 announcement regarding the improper recognition of revenue and the 

misreporting of its revenue.  No less than eight putative class action and/or derivative lawsuits 
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(after accounting for the consolidation of such derivative actions) were commenced against 

Pareteum, its current and former management, and members of the Board at the times in which 

the revenue was misreported. These suits all center on Defendants’ roles regarding the 

misstatements of revenue made in Pareteum’s financial reports.  

248. Additionally, Pareteum was party to an additional class action lawsuit that was 

commenced by former shareholders of iPass who received common stock in Pareteum upon the 

closing of Pareteum’s acquisition of iPass. This class action suit asserts that Debtors’ made 

misleading statements regarding its financials in the tender offer by which iPass was acquired. 

(See Thomas Declaration, ¶ 101). 

249. These lawsuits put a significant and sustained drain on Pareteum and contributed 

substantially to commencement of these Chapter 11 Cases.  

I. DEFENDANTS’ COMPENSATION4

250. Defendants received substantial compensation based upon the inflated revenues 

and stock prices. For example, the 2018 Proxy Statement sought approval of (i) a proposal to 

approve the 2018 Long-Term Incentive Compensation Plan (the “2018 Incentive Plan”); and (ii) 

a proposal to approve compensation for Pareteum’s named executive officers. These proposals 

were based upon the inflated stock price and the improperly inflated revenue backlog. 

a. Turner’s Compensation 

251. According to the Restated 2019 10-K:  

The Company entered into a letter of employment, effective as of November 17, 
2015, with Mr. Turner, to serve as Executive Chairman of the Company. Mr. 
Turner is paid a base compensation of $300,000 per year. Mr. Turner receives no 
fees (cash or stock) for serving on our Board of Directors. Mr. Turner was granted 
options to purchase 2,500,000 shares that carried a 7-year exercise period after the 
grant date; the options vested in four equal annual installments, following the 

4 Pareteum’s public filings do not disclose Mumby’s compensation; therefore, the Trustee is still investigating.  
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joining date. Mr. Turner was eligible to receive a performance related bonus, 
depending on business performance and Group performance. Such bonus was to 
be based solely upon achievement of Board-approved and mutually agreed upon 
performance targets. For 2016 the on-target bonus percentage was set at 100% 
against the base salary paid in that year, capped at 200% maximum on cash 
payment; performance over and above 200% was paid in equity at the then-
current value of the Company. 

On November 18, 2016, the Company entered into a new employment agreement 
with Mr. Turner. The employment agreement modified and supplemented the 
terms of the prior employment letter between the Company and Mr. Turner by 
providing for the following additional terms: (i) one-time bonuses of $300,000 for 
achieving previously determined business and restructuring goals established by 
the Board and an extraordinary bonus of $300,000 for Mr. Turner’s efforts on 
behalf of the Company during late 2015 and 2016 and to be paid as set forth in the 
employment agreement; (ii) a grant of 2,000,000 restricted shares of the 
Company’s common stock; (iii) options to purchase up to 7,500,000 shares of the 
Company’s stock, which options shall vest over a period of three (3) calendar 
years, with 1,875,000 shares vesting immediately, and the remaining 5,625,000 
shares vesting in 3 equal installments of 1,875,000 each, on the first, second and 
third anniversary of the option grant with an exercise price of $0.14 per share; and 
(iv) other customary allowances, bonuses, reimbursements and vacation pay. The 
employment agreement also provided that if Mr. Turner’s employment with the 
Company was terminated by the Company without “cause” or by Mr. Turner for 
“good reason” (as such terms are defined in the employment agreement) the 
Company would pay Mr. Turner, 12 months’ salary at the rate of his salary as of 
such termination, together with payment of the average earned bonuses (regular 
and extraordinary) since November 1, 2015.  

On January 2, 2018, the Compensation Committee of the Board of Directors 
undertook an annual review of Mr. Turner’s performance and compensation and 
resolved to approve the following compensation changes: (i) an extraordinary 
bonus of $300,000 converted to shares at $.81 per share (November 17, 2017 
share price) equaling 371,000 shares; (ii) a standard bonus of $300,000 for 2017 
performance paid semi-monthly in 2018; (iii) an extraordinary bonus of $300,000 
paid semi-monthly in 2018; (iv) payment of $79,000 converted to 97,531 shares at 
$.81 per share for unused vacation during 2016 and 2017; and (v) a standard 
equity grant of 2,000,000 that vested 25% upon grant, 25% upon the closing of a 
major financing or M & A event in 2018, 25% on Nov 18, 2018, and 25% on Nov 
18, 2019. 

252. For the fiscal year ended December 31, 2017, Turner received $2,497,529 in 

compensation from Pareteum. This includes $326,044 in salary, a $300,000 bonus, $1,605,965 in 

bonus stock awards, and $265,520 in option awards.
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253. For the fiscal year ended December 31, 2018, Turner received $5,281,843 in 

compensation from Pareteum. This includes $321,225 in salary, a $600,000 bonus, $2,921,563 in 

bonus stock awards, and $1,439,055 in all other compensation.

254. For the fiscal year ended December 31, 2019, Turner received $3,778,707 in 

compensation from Pareteum. This includes $268,750 in salary, a $525,000 bonus, $2,750,001 in 

bonus stock awards, and $234,956 in all other compensation. 

b. Bozzo’s Compensation 

255. According to the Restated 2019 10-K:  

The Company entered into an employment agreement, effective as of November 
1, 2016, with Mr. Bozzo, to serve as Chief Executive Officer of the Company. 
Mr. Bozzo is paid a base compensation of $275,000 per year. Mr. Bozzo received 
a signing bonus of $50,000 and a grant of restricted common stock with the 
equivalent value of $10,000. Additionally, Mr. Bozzo received a restricted grant 
with the equivalent value of $15,000 within a reasonable time following the 6-
month anniversary of the effective date and $50,000 within a reasonable amount 
of time following the first calendar year anniversary date, with each of these 
grants being subject to certain conditions set forth in the employment agreement. 
Additionally, Mr. Bozzo was granted options to purchase up to 3,000,000 shares 
of the Company’s common stock, of which options to purchase 750,000 shares of 
common stock vested immediately, and the remaining 2,250,000 shares vest in 3 
installments of 750,000 each annually on the first, second and third anniversary of 
the option grant. The exercise price of the options is $0.1749 per share. Mr. Bozzo 
also received other customary allowances, bonuses, reimbursements, and vacation 
pay. The employment agreement also provides that if Mr. Bozzo’s employment 
with the Company is terminated by the Company without “cause” or by Mr. 
Bozzo for “good reason” the Company will pay Mr. Bozzo 12 months’ salary at 
the rate of his salary as of such termination. Mr. Bozzo is also subject to 
customary non-competition, non-solicitation and confidentiality requirements 
during and after the term of his employment. Mr. Bozzo’s employment with the 
Company ended on June 9, 2020. 

256. For the fiscal year ended December 31, 2017, Bozzo received $743,076 in 

compensation from Pareteum. This includes $307,063 in salary, a $83,500 bonus, and $352,513 

in bonus stock awards.
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257. For the fiscal year ended December 31, 2018, Bozzo received $2,161,536 in 

compensation from Pareteum. This includes $293,162 in salary, a $325,000 bonus, $687,788 in 

bonus stock awards, $460,064 in option awards, and $395,521 in all other compensation.

258. For the fiscal year ended December 31, 2019, Bozzo received $1,216,656 in 

compensation from Pareteum. This includes $275,000 in salary, a $225,000 bonus, $181,689 in 

bonus stock awards, $498,907 in option awards, and $36,060 in all other compensation. 

c. O’Donnell’s Compensation 

259. According to the Restated 2019 10-K:  

The Company entered into an employment agreement, effective as of January 9, 
2017 with Mr. O’Donnell, to perform as Chief Financial Officer of the Company. 
Mr. O’Donnell is paid a base compensation of $175,000 and is entitled to an 
annual bonus of up to $75,000. Mr. O’Donnell was also issued a restricted stock 
grant of 25,000 shares and given an initial grant of 1,000,000 options, pre-reversal 
split stock, to purchase shares of the Company’s common stock. Mr. O’Donnell is 
also entitled to other customary allowances, bonuses, reimbursements, and 
vacation pay. The employment agreement between the Company and Mr. 
O’Donnell is an “at will” agreement, which also provides that if Mr. O’Donnell’s 
employment with the Company is terminated by the Company, then, subject to a 
mutual release, the Company will pay Mr. O’Donnell’s base salary for an 
additional 270 days after termination in accordance with customary payroll 
practices. Mr. O’Donnell is also subject to customary confidentiality requirements 
during and after the term of his employment. Mr. O’Donnell’s base rate of pay 
was increased to $200,000 per year, effective August 1, 2017. Mr. O’Donnell’s 
employment with the Company ended in April 2020. 

260. For the fiscal year ended December 31, 2017, O’Donnell received $432,504 in 

compensation from Pareteum. This includes $209,388 in salary, $2,915 in bonus stock awards, 

and $220,201 in option awards.

261. For the fiscal year ended December 31, 2018, O’Donnell received $437,948 in 

compensation from Pareteum. This includes $212,197 in salary, a $60,000 bonus, $151,397 in 

option awards, and $14,354 in all other compensation.
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262. For the fiscal year ended December 31, 2019, O’Donnell received $525,977 in 

compensation from Pareteum. This includes $196,500 in salary, a $60,000 bonus, $91,465 in 

bonus stock awards, $147,843 in option awards, and $30,169 in all other compensation. 

d. McCarthy’s Compensation 

263. According to the Restated 2019 10-K:  

Mr. McCarthy joined the Company as of January 1, 2018 in the capacity of SVP 
of Corporate Development. The Company then entered an employment agreement 
as of October 1, 2018, with Mr. McCarthy, to serve as President of the Company, 
for the purpose of expanding Mr. McCarthy’s responsibilities with the Company 
during his continued term of employment. Mr. McCarthy was paid a base 
compensation of $225,000 per year. Mr. McCarthy was eligible to receive an 
annual bonus of up to 100% of the amount of his base salary, subject to the 
achievement of certain business-plan targets. Mr. McCarthy was also entitled to 
other customary allowances, bonuses, reimbursements for certain expenses and 
vacation pay. The agreement is an “at-will” agreement, and also provides that if 
Mr. McCarthy is terminated by the Company, then, subject to a mutual release, 
the Company will pay to Mr. McCarthy his base salary for an additional 12 
months after termination in accordance with customary payroll practices. Mr. 
McCarthy is subject to the Company’s customary confidentiality requirements 
consummate with his position during and after his term of employment. 

264. For the fiscal year ended December 31, 2018, McCarthy received $354,192 in 

compensation from Pareteum. This includes $198,509 in salary, $138,021 in option awards, and 

$17,662 in all other compensation.

265. For the fiscal year ended December 31, 2019, McCarthy received $585,105 in 

compensation from Pareteum. This includes $168,750 in salary, a $147,029 bonus, $15,257 in 

option awards, and $254,069 in all other compensation. 

e. van Sante’s Compensation 

266. According to the Restated 2019 10-K:  

Mr. van Sante is entitled to an annual directorship fee of $105,000 consisting of a 
$80,000 basic fee, $10,000 per committee capped at $20,000 and $5,000 as 
chairman for one of the committees. Mr. van Sante is also entitled to $75,000 
annual additional directorship fees for other Pareteum subsidiaries. His actually 
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earned a cash directorship fees in 2019 amounts to $494,323, of which an amount 
of $11,093 related to an adjustment of overstated unpaid fees earned in 2018, 
furthermore, the Company decided to award Mr. van Sante with $268,030 (= 
€239,282) and $25,000 which were earned outside the normal board fee 
arrangement. During 2019 a fair market value of $237,865 in shares of common 
stock were issued to Mr. van Sante for shares which were earned as part of his 
board fee in ’lieu of cash’ relating to 2016 (=$78,750), 2017 (=$74,649) and 2018 
(=$43,021), additionally, a time conditioned award granted in 2017 and partially 
vested during 2018 resulted in the delivery of shares of common stock 
representing a value at grant of $18,001. For 2019, Mr. van Sante did not elect to 
have his directorship fees paid in shares. As per December 31, 2019, $24,741 of 
his cash fees remained unpaid. In January 2019, Mr. van Sante was awarded with 
150,000 options for which, $127,627 was accounted for and expensed in 2019 
based on a Black-Scholes option pricing model calculation, however, in 
December 2019 the Company revoked this grant under review of a replacement 
award which actually was granted in January 2020. The expenses of the  evoked 
award will be offset against the 2020 award. For the year 2019 a cash bonus was 
accounted for which amounts to $25,000 and is expected to be paid in 2020. 

267. For the fiscal year ended December 31, 2017, van Sante received $346,517 in 

compensation from Pareteum. This includes $111,197 in cash and $235,320 in non-qualified 

deferred compensation earnings.

268. For the fiscal year ended December 31, 2018, van Sante received $324,949 in 

compensation from Pareteum. This includes $129,851 in cash, $237,865 in stock awards, and 

$(42,767) in non-qualified deferred compensation earnings.  

269. For the fiscal year ended December 31, 2019, van Sante received $709,744 in 

compensation from Pareteum. This includes $180,000 in cash, $214,421 in stock awards, 

$127,627 in option awards, and $187,647 in non-qualified deferred compensation earnings. 

J. DAMAGES TO PARETEUM 

270. As a result of Defendants’ improprieties, Pareteum disseminated improper, public 

statements concerning Pareteum’s business operations, financial prospects, and compliance with 

federal laws and GAAP. Once revealed, these improper statements devastated Pareteum’s 
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credibility with investors, cratering its share price, preventing it from raising capital and 

ultimately resulting in Pareteum seeking bankruptcy relief. 

271. As a result of Defendants’ misstatements, Pareteum’s stock price was seriously 

impaired, as set forth in the accompanying graph: 

272.  Pareteum’s stock was $0.72 on December 14, 2017.  

273. As a result of the misleading statements regarding Pareteum’s revenue during the 

period December 2017 through August 2019, Pareteum’s stock reached a high of $5.15 per share 

on March 12, 2019. 

274. After Pareteum announced it had to restate its financial statements because of the 

improper revenue calculation, Pareteum’s stock price dropped to $0.30 per share on October 22, 

2019. 
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275. As set forth in detail above, as a result of Defendants’ actions, Pareteum’s stock 

never recovered.  

276. As a direct and proximate result of Defendants’ conduct, Pareteum has been 

seriously harmed.  

277. Such harm includes, but is not limited to: 

a. the enterprise value of the Debtors, which was lost as a result of the 
Defendants’ self-dealing and breaches of fiduciary duty;  

b. the dilution of the value of Pareteum’s stock as a result of the issuance of 
1,000,000 shares on August 22, 2019 and November 15, 2019 to Post Road 
Group arising out of Pareteum’s failure to satisfy its obligations under the Post 
Road Facility; 

c. the dilution of the value of Pareteum’s stock as a result of the September 20, 
2019 public offering of 18.8 million shares of Company stock and 3.8 million 
purchase warrants; 

d. the liabilities incurred by the Debtors from the Artilium and iPass acquisitions 
that were not accounted for during due diligence or disclosed to shareholders;  

e. legal fees incurred in connection with the various lawsuits; 

f. costs incurred from compensation and benefits paid to Defendants who have 
breached their duties to Pareteum;  

g. costs incurred in connection with restating its financial statements for the 
periods ended December 31, 2018; March 31, 2019; and June 30, 2019;  

h. cettlement with the SEC and the imposition of the fine; and 

i. costs incurred as a result of the de-listing from NASDAQ and the attempts to 
become compliant.  

CLAIMS FOR RELIEF 

FIRST CAUSE OF ACTION 
(Breach of the Duty of Loyalty Against All Defendants) 

278. Plaintiff repeats and re-alleges each of the allegations set forth above and below 

as if set forth herein.  
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279. At all relevant times hereto, there have been one or more creditors who have held 

and still hold, unsecured claims against the Debtors that were, and are, allowable under 11 

U.S.C. § 502.  

280. Each of the Defendants owes and owed to the Debtors the duty to exercise candor, 

good faith, and loyalty in the management and administration of the Debtors’ business and 

affairs, particularly with respect to issues as fundamental as public disclosures. 

281. Each of the Defendants violated and breached their fiduciary duties of candor, 

good faith, and loyalty. More specifically, Defendants violated their duty of good faith by 

creating a culture of lawlessness within the Debtors, or consciously failing to prevent the Debtors 

from engaging in the unlawful acts set forth above in order to promote their own self-interest by 

increasing their compensation.  

282. Defendants either knew, were reckless, or were grossly negligent in disregarding 

the illegal activity of such substantial magnitude and duration. They either knew, were reckless, 

or were grossly negligent in not knowing: (i) Pareteum was unlikely to collect revenue from 

certain customer transactions; (ii) Pareteum improperly recognized revenue in its financial 

statements from customer transactions, in violation of GAAP and other applicable standards set 

forth herein; (iii) Pareteum’s revenues and accounts receivable were artificially inflated; (iv) 

consequently, Pareteum would ultimately need to restate each of its financial statements issued 

during the 2018 fiscal year, and for the first and second quarters of 2019; and (v) the Artilium 

and iPass Acquisitions would result in Pareteum being responsible for millions of dollars of 

undisclosed liabilities. Accordingly, the Defendants breached their duty of loyalty to Pareteum. 

283. In addition, Turner and Van Sante, as directors of Pareteum, owed Pareteum the 

highest duty of loyalty. Turner and Van Sante breached their duty of loyalty by recklessly 
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permitting the unlawful activity concerning business and financial prospects. Turner and Van 

Sante knew or were reckless in not knowing that: (i) Pareteum was unlikely to collect revenue 

from certain customer transactions; (ii) Pareteum improperly recognized revenue in its financial 

statements from customer transactions, in violation of GAAP; (iii) Pareteum’s revenues and 

accounts receivable were artificially inflated; (iv) consequently, Pareteum would ultimately need 

to restate each of its financial statements issued during the 2018 fiscal year, and for the first and 

second quarters of 2019; and (v) the Artilium and iPass Acquisitions would result in Pareteum 

being responsible for millions of dollars of undisclosed liabilities. Accordingly, these Defendants 

breached their duty of loyalty to Pareteum.  

284. Van Sante breached his fiduciary duty of loyalty by approving the statements 

described herein which were made during his tenure on the Audit Committee, which he knew or 

was reckless in not knowing contained improper statements and omissions. Van Sante 

completely and utterly failed in his duty of oversight, and failed in his duty to appropriately 

review financial results, as required by the Audit and Finance Committee Charter in effect at the 

time. 

285. Defendants also failed to correct and caused Pareteum to fail to correct the false 

and misleading statements and omissions of material fact, rendering them personally liable to 

Pareteum for breaching their fiduciary duties 

286. Defendants had actual or constructive knowledge that Pareteum issued materially 

false and misleading statements, and they failed to correct Pareteum’s public statements and 

representations. Defendants had actual knowledge of the misrepresentations and omissions of 

material facts set forth herein, or acted with reckless disregard for the truth, in that they failed to 

ascertain and to disclose such facts, even though such facts were available to them. Such material 
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misrepresentations and omissions were committed knowingly or recklessly and for the purpose 

and effect of artificially inflating the price of Pareteum’s securities. 

287. Defendants had actual or constructive knowledge that they had caused Pareteum 

to improperly engage in the unlawful schemes set forth herein and to fail to maintain internal 

controls. Defendants had actual knowledge that Pareteum was engaging in the unlawful schemes 

set forth herein, and that internal controls were not adequately maintained, or acted with reckless 

disregard for the truth, in that they caused Pareteum to improperly engage in the unlawful 

schemes and to fail to maintain adequate internal controls, even though such facts were available 

to them. Such improper conduct was committed knowingly or recklessly and for the purpose and 

effect of artificially inflating the price of Pareteum’s securities. 

288. These actions were not a good-faith exercise of prudent business judgment to 

protect and promote Pareteum’s corporate interests. 

289. As a direct and proximate result of Defendants’ breaches of their fiduciary 

obligations, Pareteum has sustained significant damages, including enterprise value lost, which 

resulted in, among other things, the Debtors having to file for bankruptcy.  

290. Defendants’ breaches of their duty of loyalty have therefore damaged the Debtors 

and their estates in an amount to be determined at trial.  

SECOND CAUSE OF ACTION 
(Waste of Corporate Assets against Defendants) 

291. Plaintiff repeats, realleges and incorporates by reference the allegations contained 

in all preceding paragraphs of this complaint as though set forth at length herein. 

292. As a result of Defendants’ failure to properly supervise and monitor the adequacy 

of Pareteum’s disclosure controls and procedures and/or intentional misconduct, Defendants 
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have caused Pareteum to waste its assets by paying improper compensation and bonuses to 

certain of its executive officers and directors that breached their fiduciary duties.  

293. As a result of the waste of corporate assets, Defendants are liable to the Debtors 

and their estates in an amount to be determined at trial.  

THIRD CAUSE OF ACTION 
(Unjust Enrichment against Defendants) 

294. Plaintiff repeats, realleges and incorporates by reference the allegations contained 

in all preceding paragraphs of this complaint as though set forth at length herein. 

295. By their wrongful acts and omissions, Defendants were unjustly enriched at the 

expense of and to the detriment of Pareteum. Defendants were unjustly enriched as a result of the 

compensation and director remuneration they received while breaching fiduciary duties owed to 

Pareteum. 

296. Plaintiff seeks restitution from Defendants and seeks an order of this Court 

disgorging all profits, benefits, and other compensation obtained by these Defendants, and each 

of them, from their wrongful conduct and fiduciary breaches. 

297. Plaintiff has no adequate remedy at law. 

FOURTH CAUSE OF ACTION 
(Abuse of Control against Defendants) 

298. Plaintiff repeats, realleges and incorporates by reference the allegations contained 

in all preceding paragraphs of this complaint as though set forth at length herein. 

299. Defendants’ misconduct alleged herein constituted an abuse of their ability to 

control and influence Pareteum, for which they are legally responsible. 
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300. As a direct and proximate result of Defendants’ abuse of control, Pareteum has 

sustained significant damages. As a result of the misconduct alleged herein, Defendants are 

liable to the Debtors and their estates in an amount to be determined at trial. 

301. Plaintiff has no adequate remedy at law. 

FIFTH CAUSE OF ACTION 
(Gross Mismanagement against Defendants) 

302. Plaintiff repeats, realleges and incorporates by reference the allegations contained 

in all preceding paragraphs of this complaint as though set forth at length herein. 

303. By their actions alleged herein, Defendants, either directly or through aiding and 

abetting, abandoned and abdicated their responsibilities and fiduciary duties with regard to 

prudently managing the assets and business of Pareteum in a manner consistent with the 

operations of a publicly-held corporation. 

304. As a direct and proximate result of Defendants’ gross mismanagement and 

breaches of duty alleged herein, Pareteum has sustained significant damages. 

305. As a result of the misconduct and breaches of duty alleged herein, Defendants are 

liable to the Debtors and their estates in an amount to be determined at trial.  

306. Plaintiff has no adequate remedy at law. 

WHEREFORE, Plaintiff prays that the Court enter a judgment against Defendants: 

a. On Plaintiff’s First Cause of Action, in favor of Plaintiff and against all of 

Defendants for the amount of damages sustained by Pareteum as a result of Defendants’ breaches 

of fiduciary duties, including compensatory, consequential, incidental and punitive damages, 

along with pre and post-judgment interest, costs of suit and such other relief as the Court deems 

just and equitable; 
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b. On Plaintiff’s Second Cause of Action, in favor of Plaintiff and against all 

of Defendants for the amount of damages sustained by Pareteum as a result of Defendants’ waste 

of corporate assets, including compensatory, consequential, incidental and punitive damages, 

along with pre and post-judgment interest, costs of suit and such other relief as the Court deems 

just and equitable; 

c. On Plaintiff’s Third Cause of Action, in favor of Plaintiff and against all 

of Defendants for restitution as a result of Defendants’ unjust enrichment; 

d. On Plaintiff’s Fourth Cause of Action, in favor of Plaintiff and against all 

of Defendants for the amount of damages sustained by Pareteum as a result of Defendants’ abuse 

of control, including compensatory, consequential, incidental and punitive damages, along with 

pre and post-judgment interest, costs of suit and such other relief as the Court deems just and 

equitable; 

e. On Plaintiff’s Fifth Cause of Action, in favor of Plaintiff and against all of 

Defendants for the amount of damages sustained by Pareteum as a result of Defendants’ gross 

mismanagement, including compensatory, consequential, incidental and punitive damages, along 

with pre and post-judgment interest, costs of suit and such other relief as the Court deems just 

and equitable; 

f. Awarding Plaintiff restitution from Defendants, and each of them, and 

ordering disgorgement of all profits, benefits, and other compensation obtained by Defendants; 

g. Awarding Plaintiff the costs and disbursements of the action, including 

reasonable attorneys’ fees, accountants’ and experts’ fees, costs, and expenses; and 

22-10615-lgb    Doc 445    Filed 12/05/22    Entered 12/05/22 17:12:34    Main Document 
Pg 93 of 94



94 

h. Granting such other and further relief as the Court deems just and proper. 

Dated: New York, New York 
December 5, 2022 

COLE SCHOTZ P.C. 

/s/ Cameron Welch  
Seth Van Aalten, Esq. 
Cameron Welch, Esq. 
Krista L. Kulp, Esq. 
1325 Avenue of the Americas – 19th Floor 
New York, New York 10019 
(212) 752-8000 
(212) 752-8393 Facsimile 

Attorneys for Anthony M. Saccullo, in his capacity 
as the Liquidation Trustee for the TEUM 
Liquidating Trust 
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 UNITED STATES OF AMERICA 

 Before the 

 SECURITIES AND EXCHANGE COMMISSION 

 

SECURITIES ACT OF 1933 

Release No. 10975 / September 2, 2021 

 

SECURITIES EXCHANGE ACT OF 1934 

Release No. 92866 / September 2, 2021 

 

ACCOUNTING AND AUDITING ENFORCEMENT 

Release No. 4247 / September 2, 2021 

 

ADMINISTRATIVE PROCEEDING 

File No. 3-20522 

 

 

In the Matter of 

 

PARETEUM CORPORATION,  

 

Respondent. 

 

 

ORDER INSTITUTING CEASE-AND-

DESIST PROCEEDINGS PURSUANT TO 

SECTION 8A OF THE SECURITIES ACT 

OF 1933 AND SECTION 21C OF THE 

SECURITIES EXCHANGE ACT OF 1934, 

MAKING FINDINGS, AND IMPOSING A 

CEASE-AND-DESIST ORDER 

   

 

I. 
 

 The Securities and Exchange Commission (“Commission”) deems it appropriate that cease-

and-desist proceedings be, and hereby are, instituted pursuant to Section 8A of the Securities Act 

of 1933 (“Securities Act”), and Section 21C of the Securities Exchange Act of 1934 (“Exchange 

Act”) against Pareteum Corporation (“Pareteum” or “Respondent”).   

 

II. 
 

 In anticipation of the institution of these proceedings, Respondent has submitted an Offer 

of Settlement (the “Offer”) which the Commission has determined to accept.  Solely for the 

purpose of these proceedings and any other proceedings brought by or on behalf of the 

Commission, or to which the Commission is a party, and without admitting or denying the findings 

herein, except as to the Commission’s jurisdiction over it and the subject matter of these 

proceedings, which are admitted, and Respondent consents to the entry of this Order Instituting 

Cease-and-Desist Proceedings, Pursuant to Section 8A of the Securities Act and Section 21C of the 
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Securities Exchange Act of 1934, Making Findings, and Imposing a Cease-and-Desist Order 

(“Order”), as set forth below. 

 

III. 
 

 On the basis of this Order and Respondent’s Offer, the Commission finds1 that: 

 

SUMMARY 
 

1. This case concerns accounting and disclosure fraud by Pareteum, a 

telecommunications company, spanning from 2018 through mid-2019 (the “relevant time period”).  

During this time, Pareteum’s public filings materially overstated revenue by approximately $12 

million for fiscal year 2018 (60% of the ultimately restated revenue), and by approximately $30 

million for the first and second quarters of 2019 (91% of the ultimately restated revenue).   

 

2. These misstatements resulted from improper accounting practices, whereby certain 

now former executives directed that revenue be recognized based on non-binding purchase orders 

and prior to product shipment, which is not in accordance with generally accepted accounting 

principles (“GAAP”).  Further, former senior accounting employees took steps to conceal these 

practices from Pareteum’s auditor. 

 

3. On October 21, 2019, Pareteum issued a press release announcing that Pareteum’s 

financial results for 2018 and the first half of 2019 required restatement, and on December 14, 2020, 

Pareteum restated its financial results for 2018, reducing the full year revenue from $32.4 million to 

$20.3 million.  On March 12, 2021, Pareteum reported its financial results for 2019, reporting a full 

year revenue of $62.05 million, including restated quarterly financial results for the first half of 

2019 – reducing its stated revenue for the first quarter of 2019 from $23.04 million to $13.07 

million, and for the second quarter of 2019 from $34.2 to $16.9 million. 

   

4. As a result of the conduct described herein, Pareteum violated Section 17(a) of the 

Securities Act and Sections 10(b), 13(a), 13(b)(2)(A), and 13(b)(2)(B) of the Exchange Act and 

Rules 10b-5, 12b-20, 13a-1, 13a-11, and 13a-13 thereunder. 

 

5. After determining that a restatement was needed, Pareteum’s Audit Committee 

began an independent investigation that resulted in the separation of multiple Pareteum executives – 

comprising almost all of the senior management team and certain senior executives in sales and 

finance positions.  Pareteum took additional remedial measures, including modifying and improving 

internal accounting controls and procedures to prevent recurrence of the misconduct.  Pareteum also 

provided cooperation to the Commission staff during the staff’s investigation, including providing 

presentations to the staff summarizing facts developed during the course of its own internal 

investigation and identifying key documents. 

                                                 
1  The findings herein are made pursuant to Respondent’s Offer of Settlement and are not 

binding on any other person or entity in this or any other proceeding. 
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 3 

 

 

RESPONDENT 

 

6. Pareteum Corporation is incorporated in Delaware with a principal place of 

business in New York, NY.  Pareteum is a telecommunications and cloud software company.  Its 

common stock is registered with the Commission pursuant to Section 12(b) of the Exchange Act, 

and traded on the NASDAQ exchange under the symbol “TEUM.”  NASDAQ delisted Pareteum’s 

common stock on February 2, 2021 for its failure to timely file required periodic reports with the 

Commission.  Pareteum’s common stock currently trades on the OTC Pink market as “TEUM.” 

 

FACTS 

 

Background 

 

7. Pareteum is a telecommunications “Software as a Service” or “SaaS” company that 

offers various products such as SIM cards, WiFi service, and a Cloud platform.  One portion of 

Pareteum’s business is its mobile bundled services line, which provides SIM cards with 

customizable service plan options.  Pareteum’s customers then resell the SIM cards to consumers. 

 

8. FASB Accounting Standards Codification Topic 606, Revenue From Contracts 

With Customers (“ASC 606”), provides guidance for recognizing revenue for these type of sales 

agreements.  ASC 606 requires entities to recognize revenue only when control of the promised 

goods or services is transferred to customers, and at an amount that reflects the consideration to 

which the entity expects to be entitled in exchange for those goods or services where such transfer 

has been completed. 

 

9. ASC 606 requires entities to take the following steps to assess whether and what 

revenue should be recognized:  (1) identify the contract with a customer; (2) identify the 

performance obligations in the contract; (3) determine the transaction price; (4) allocate the 

transaction price to the corresponding performance obligation(s); and (5) recognize revenue when 

or as the entity satisfies a performance obligation by transferring control of a promised good or 

service to a customer. 

  

10. Consistent with this, Pareteum disclosed in its 2018 Form 10-K that starting on 

January 1, 2018, Pareteum was reporting revenue in accordance with ASC 606 which, Pareteum 

stated, “requires entities to recognize revenue when control of the promised goods or services is 

transferred to customers at an amount that reflects the consideration to which the entity expects to 

be entitled in exchange for those goods or services.” 

 

Pareteum’s Improper Revenue Recognition Practices Based on  

Non-Binding Purchase Orders 

 

11. Despite disclosing that ASC 606 would be followed, Pareteum recognized revenue 

without confirming whether the criteria of ASC 606 had been fully satisfied.  Instead, starting in or 
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around January 2018, Pareteum began recognizing the entire amount of a customer’s initial 

purchase order with Pareteum, even though these purchase orders were non-binding and the 

product had not yet been shipped.  Pareteum did not have sufficient procedures and controls in 

place to provide reasonable assurance that it was recognizing revenue in accordance with ASC 

606, and instead, Pareteum’s former accounting and finance executives allowed revenue to be 

recognized that was not in compliance with GAAP. 

 

12. In practice, Pareteum’s revenue recognition procedure for mobile bundled services 

customers during the relevant time period was as follows: (1) a new customer signed a contract and 

master services agreement, (2) a purchase order was drafted by Pareteum, providing the number of 

SIM cards the customer intended to purchase, as well as an estimated cost for the average monthly 

plan they were expecting to sell to downstream consumers; (3) the customer signed this purchase 

order, which in most cases indicated that the full cost listed was just an estimated forecasted 

amount that would not be due until the customer sold the product to downstream consumers; and 

(4) Pareteum recognized revenue for the entire amount listed in the purchase order.  Pareteum 

recognized the total revenue of each purchase order regardless of whether the SIM cards had been 

shipped yet or whether a platform had been set up by Pareteum sufficient to even allow the SIM 

cards to work. 

 

13. Under ASC 606, Pareteum should have satisfied its performance obligations under 

the purchase order prior to recognizing revenue.  Specifically, Pareteum should have ensured that 

the SIM cards had been shipped, and that the platform had been created and was operational.  

Further, under the terms of most of the purchase orders, the SIM cards also had to have been sold 

to and activated by an end-user before the customer was obligated to pay Pareteum.  In multiple 

instances, Pareteum failed to meet all of these requirements prior to recognizing revenue.  

 

14. There were insufficient internal accounting controls in place at Pareteum to assess 

whether the required performance obligations had been met prior to revenue being recognized, and 

in practice, such checks were often not properly done.  As a result, Pareteum recognized the 

amounts listed in the purchase orders based solely on the purchase order being signed by the 

customer without confirming whether these amounts were recognizable under ASC 606, resulting 

in the improper recognition of millions of dollars of revenue in contravention of ASC 606. 

 

15. Pareteum’s former leadership pressured employees to reach Pareteum’s internal 

budgeted projections for revenue each month.  Pareteum was only able to meet these projections 

by immediately recognizing revenue for the entire projected amount of a purchase order when it 

was signed – despite Pareteum having not met its performance obligations under the purchase 

order.   

 

16. Recognizing the full amount of each purchase order once signed, rather than in 

accordance with GAAP, became standard practice for Pareteum’s mobile bundled services line of 

business.  One or more former Pareteum executives knew or were reckless in not knowing that the 

requirements for proper revenue recognition had not been met and yet continued to authorize or 

accept decisions to recognize millions of dollars of revenue improperly.  Revenue recognized this 

way accounted for millions of Pareteum’s revenue each quarter starting in 2018 and continued 
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through the first half of 2019, even though it was not yet owed by the customers.  By August 2019, 

Pareteum had only collected a fraction of the tens of millions in revenue Pareteum had recognized 

for mobile bundled services customers. 

 

Misstatements Made to Pareteum’s Auditor 

 

17. Because of the improper revenue recognition practices described above, 

Pareteum’s accounts receivable balance ballooned by the end of 2018.  For many, Pareteum was 

still completing its obligations, such as shipping the SIM cards or setting up the platform.  For 

others, even if some SIM cards had been shipped, the customer had not yet become operational 

and had not sold any SIM cards to downstream consumers, and as such did not actually owe the 

accounts receivable amount to Pareteum. 

 

18. When Pareteum’s independent auditor performed its 2018 end-of-year audit 

testing in February 2019, it included Pareteum’s accounts receivable as a main risk area.  To test 

the validity of the accounts receivable amounts, the auditor sent out audit confirmations to many 

of Pareteum’s customers asking the customers to sign that they agreed with Pareteum’s record of 

how much was owed to Pareteum as of year-end 2018.  These audit confirmations went out to 

the vast majority of the customers that accounted for the $12 million in revenue that Pareteum 

improperly recognized in 2018. 

 

19. Despite the fact that the customers did not yet owe the amounts on the audit 

confirmations, most of these customers did eventually sign the audit confirmations.  One or more 

former Pareteum officers or senior accounting executives knowingly or recklessly directed 

Pareteum sales employees to encourage customers to sign the audit confirmations by falsely 

telling them that the confirmation amounts listed were just for forecasts or estimates and did not 

represent amounts that the customers were actually committed to paying.  With these assurances, 

most of these customers signed the audit confirmations and returned them to Pareteum’s auditor, 

thereby unknowingly providing false audit evidence. 

 

Pareteum’s Improper Recognition of Revenue From an Unsigned Purchase Order, and 

Related Cover-up Steps 

 

20. In addition to the improper revenue recognition practices discussed above, 

Pareteum also improperly recognized millions in revenue based on an unsigned, mid-negotiation 

purchase order for International Mobile Subscriber Identity numbers, or IMSIs, which was never 

ultimately agreed to by the customer.   

 

21. Unlike SIM cards, IMSIs are “virtual,” and do not require the shipment of any 

physical product – instead, Pareteum would deliver IMSIs by assigning and emailing the relevant 

IMSI numbers to the customer once the necessary platform had been developed and created by 

Pareteum.   
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22. In late January 2019, Pareteum and a customer were negotiating an IMSI 

purchase order.  A former Pareteum sales employee drafted a purchase order for 6.3 million 

euros and circulated an unsigned version internally to others at Pareteum for approval. 

 

23. Despite the fact that the 6.3 million euro purchase order had not been finalized or 

agreed to by the customer, at the direction of one or more former Pareteum executives, Pareteum 

recognized revenue for 20% of the order, or approximately $1.4 million, for January 2019.   

 

24. The former Pareteum sales employee ultimately finalized the purchase order with 

the customer in February 2019 – but for 630,000 euros, not 6.3 million.  Notwithstanding this 

change in the purchase order, at the direction of one or more former Pareteum executives, 

Pareteum continued to recognize revenue off of the unsigned draft purchase order for 6.3 million 

euros.  Pareteum recognized another 20% of revenue from the draft purchase order in February 

2019, and another 20% in April 2019.  Ultimately, in the first and second quarter of 2019, 

Pareteum recognized a total of approximately $4.4 million in revenue based on this unsigned 

draft purchase order when the final signed purchase order was only for 630,000 euros, or 

approximately $750,000. 

 

25. Even if the 6.3 million euro purchase order had been finalized and signed, 

Pareteum’s revenue recognition would not have been in accordance with GAAP.  At the time 

that this revenue was recognized, the platform for these IMSIs was not yet functional and 

Pareteum was still working on setting it up properly.  Further, there was no reasoning or support 

for recognizing 20% of this purchase order three separate times.  One or more former Pareteum 

executives knew, or were reckless in not knowing, that this was not proper under ASC 606 and 

as such was not in accordance with GAAP. 

 

26. In August 2019, Pareteum received a subpoena from Commission staff in 

connection with its investigation into this conduct.  At or around this time, multiple former 

Pareteum executives became aware that the 6.3 million euro purchase order had never been 

signed, and that a 630,000-euro purchase order had been signed instead.  At first, rather than 

report this issue to more senior management, former Pareteum sales and accounting executives 

attempted to get a backdated purchase order signed retroactively to cover up the mistake.  

Though these former sales and accounting employees were successfully able to get a 

replacement backdated purchase order signed, Pareteum ultimately identified and self-reported 

the existence of the backdated purchase order. 

 

Pareteum’s Restatement, Independent Investigation,  

and Cooperation with Commission Staff 

 

27. On October 21, 2019, Pareteum publicly announced that it would be issuing 

financial restatements for all of 2018 and the first two quarters of 2019, and that it expected the 

restatements to reduce the reported revenue by $9 million for all of 2018 and $24 million for the 

first half of 2019.  After this announcement, Pareteum’s Audit Committee began an independent 

investigation. 
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28. On November 5, 2019, Pareteum announced it had appointed an Interim Chief 

Financial Officer (“CFO”), while the former CFO’s status was “under review.”  On November 25, 

2019, Pareteum announced it had terminated and replaced the Executive Chairman and Chief 

Executive Officer (“CEO”) of Pareteum.  In addition to the CEO and CFO, in 2020, Pareteum 

terminated its Chief Commercial Officer and Chief Revenue Officer and replaced its Controller. 

 

29. On December 14, 2020, Pareteum filed a restated Form 10-K for 2018, reducing the 

full year revenue from $32.4 million to $20.3 million.  On March 12, 2021, Pareteum restated is 

financial results for 2019, reporting a full year revenue of $62.05 million – reducing its stated 

revenue for the first quarter of 2019 from $23.04 million to $13.07 million, and for the second 

quarter of 2019 from $34.2 to $16.9 million.  

 

30. During the staff’s investigation, after new management was installed, Pareteum and 

its Audit Committee voluntarily met with the staff on multiple occasions, presented detailed factual 

summaries of relevant information, and provided information and documents both on their own 

initiative and at the staff’s request. 

 

VIOLATIONS 
 

31. As a result of the conduct described above, Respondent violated Section 17(a) of 

the Securities Act, which prohibits fraudulent conduct in the offer or sale of a security. 

 

32. As a result of the conduct described above, Respondent violated Section 10(b) of 

the Exchange Act and Rule 10b-5 promulgated thereunder, which prohibit fraudulent conduct in 

connection with the purchase or sale of securities. 

 

33. As a result of the conduct described above, Respondent violated Section 13(a) of 

the Exchange Act and Rules 12b-20, 13a-1, 13a-11 and 13a-13 promulgated thereunder, which 

require issuers of securities registered pursuant to Section 12 of the Exchange Act to file periodic 

and other reports with the Commission, including annual, quarterly and current reports, on the 

appropriate forms and within the period specified on the form that must contain any material 

information necessary to make the required statements made in the report not misleading. 
 

34. As a result of the conduct described above, Respondent violated Exchange Act Section 

13(b)(2)(A) which requires issuers of securities registered pursuant to Section 12 of the Exchange Act 

to make and keep books, records and accounts which, in reasonable detail, accurately and fairly reflect 

their transactions and dispositions of assets.  

 

35. As a result of the conduct described above, Respondent violated Exchange Act 

Section 13(b)(2)(B) which requires issuers of securities registered pursuant to Section 12 of the 

Exchange Act to devise and maintain a system of internal accounting controls sufficient to provide 

reasonable assurances that transactions are recorded as necessary to, among other things, permit 

preparation of financial statements in accordance with GAAP. 
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PARETEUM’S REMEDIAL EFFORTS AND COOPERATION 

36. In determining to accept the Offer, the Commission considered remedial acts 

promptly undertaken by Respondent and cooperation afforded the Commission staff. 

UNDERTAKINGS 
 

37. Respondent undertakes to: 

a. Cooperate fully with the Commission in any and all investigations, litigations or 

other proceedings relating to or arising from the matters described in this Order; 

b. Use its best efforts to cause Respondent’s current and former employees, 

officers, and directors to be interviewed by the Commission staff at such times 

and places as the staff requests upon reasonable notice;  

c. Use its best efforts to cause Respondent’s current and former employees, 

officers, and directors to appear and testify truthfully and completely in such 

investigations, depositions, hearings or trials as may be reasonably requested by 

the Commission’s staff; 

d. Accept service by mail or email or facsimile transmission of notices or 

subpoenas issued by the Commission to Respondent for documents or 

testimony at depositions, hearings, or trials, or in connection with any related 

investigation by Commission staff; 

e. Appoint its undersigned attorneys as agents to receive service of such notices 

and subpoenas;  

f. With respect to such notices and subpoenas, waive the territorial limits on 

service contained in Rule 45 of the Federal Rules of Civil Procedure and any 

applicable local rules, provided that the party requesting the interview or 

testimony reimburses the travel, lodging, and subsistence expenses at the then-

prevailing U.S. Government per diem rates; and 

g. Consent to personal jurisdiction over it in any United States District Court for 

purposes of enforcing any such subpoena. 

 

In determining whether to accept Respondent’s Offer, the Commission has considered 

these undertakings. 

IV. 

 In view of the foregoing, the Commission deems it appropriate to impose the sanctions 

agreed to in Respondent Pareteum’s Offer. 
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 Accordingly, pursuant to Section 8A of the Securities Act and 21C of the Exchange Act, it 

is hereby ORDERED that: 

 

 A. Respondent Pareteum cease and desist from committing or causing any violations 

and any future violations of Section 17(a) of the Securities Act, Sections 10(b), 13(a), 13(b)(2)(A), 

and 13(b)(2)(B) of the Exchange Act, and Rules 10b-5, 12b-20, 13a-1, 13a-11, and 13a-13 

thereunder. 

 

B. Respondent shall pay a civil money penalty in the amount of $500,000 to the 

Securities and Exchange Commission for transfer to the general fund of the United States 

Treasury, subject to Exchange Act Section 21F(g)(3).  Payment shall be made in the following 

installments: 

 Due within 14 days of the entry of this Order: $75,000 

 December 31, 2021: $33,333 

 March 31, 2022: $33,333 

 June 30, 2022: $33,334 

 September 30, 2022: $81,250 

 December 31, 2022: $81,250 

 March 31, 2023:  $81,250 

 June 30, 2023:  $81,250 

 

Payments shall be applied first to post order interest, which accrues pursuant to 31 U.S.C. § 

3717.  Prior to making the final payment set forth herein, Respondent shall contact the staff of the 

Commission for the amount due.  If Respondent fails to make any payment by the date agreed 

and/or in the amount agreed according to the schedule set forth above, all outstanding payments 

under this Order, including post-order interest, minus any payments made, shall become due and 

payable immediately at the discretion of the staff of the Commission without further application to 

the Commission. 

 

Payment must be made in one of the following ways:   

 

(1) Respondent may transmit payment electronically to the Commission, which 

will provide detailed ACH transfer/Fedwire instructions upon request;  

 

(2) Respondent may make direct payment from a bank account via Pay.gov 

through the SEC website at http://www.sec.gov/about/offices/ofm.htm; or  

 

(3) Respondent may pay by certified check, bank cashier’s check, or United 

States postal money order, made payable to the Securities and Exchange 

Commission and hand-delivered or mailed to:  
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Enterprise Services Center 

Accounts Receivable Branch 

HQ Bldg., Room 181, AMZ-341 

6500 South MacArthur Boulevard 

Oklahoma City, OK 73169 

 

Payments by check or money order must be accompanied by a cover letter identifying 

Pareteum as a Respondent in these proceedings, and the file number of these proceedings; a copy 

of the cover letter and check or money order must be sent to Scott Thompson, Co-Acting Regional 

Director, Division of Enforcement, Securities and Exchange Commission, Philadelphia Regional 

Office, 1617 John F. Kennedy Boulevard, Suite 520, Philadelphia, PA 19103. 

 

 C. Amounts ordered to be paid as civil money penalties pursuant to this Order shall be 

treated as penalties paid to the government for all purposes, including all tax purposes.  To 

preserve the deterrent effect of the civil penalty, Respondent agrees that in any Related Investor 

Action, it shall not argue that it is entitled to, nor shall it benefit by, offset or reduction of any 

award of compensatory damages by the amount of any part of Respondent’s payment of a civil 

penalty in this action (“Penalty Offset”).  If the court in any Related Investor Action grants such a 

Penalty Offset, Respondent agrees that it shall, within 30 days after entry of a final order granting 

the Penalty Offset, notify the Commission's counsel in this action and pay the amount of the 

Penalty Offset to the Securities and Exchange Commission.  Such a payment shall not be deemed 

an additional civil penalty and shall not be deemed to change the amount of the civil penalty 

imposed in this proceeding.  For purposes of this paragraph, a “Related Investor Action” means a 

private damages action brought against Respondent by or on behalf of one or more investors based 

on substantially the same facts as alleged in the Order instituted by the Commission in this 

proceeding. 

 

 By the Commission. 

 

 

 

Vanessa A. Countryman 

        Secretary 
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TEUM: Where Are The Customers?

JUNE 7, 2019 | TEUM

IMPORTANT – Please read this Disclaimer in its entirety before continuing to read our research
opinion.  The information set forth in this report does not constitute a recommendation to buy or sell
any security. This report represents the opinion of the author as of the date of this report. This report
contains certain “forward-looking statements,” which may be identi�ed by the use of such words as
“believe,” “expect,” “anticipate,” “should,” “planned,” “estimated,” “potential,” “outlook,” “forecast,” “plan”
and other similar terms. All are subject to various factors, any or all of which could cause actual
events to differ materially from projected events. This report is based upon information reasonably
available to the author and obtained from sources the author believes to be reliable; however, such
information and sources cannot be guaranteed as to their accuracy or completeness. The author
makes no representation as to the accuracy or completeness of the information set forth in this
report and undertakes no duty to update its contents. The author encourages all readers to do their
own due diligence.

You should assume that as of the publication date of his reports and research, Aurelius and possibly
any companies a�liated with him and their members, partners, employees, consultants, clients
and/or investors (the “Aurelius A�liates”) have a short position in the stock (and/or options, swaps,
and other derivatives related to the stock) and bonds of Pareteum. They therefore stand to realize
signi�cant gains in the event that the prices of either equity or debt securities of Pareteum decline. 
Aurelius and the Aurelius A�liates intend to continue transactions in the securities of Pareteum for
an inde�nite period after his �rst report on a subject company at any time hereafter regardless of
initial position and the views stated in Aurelius’ research.  Aurelius will not update any report or
information on this website to re�ect such positions or changes in such positions.

Please note that Aurelius, the author of this report, and the “Aurelius A�liates” are not in any way
associated with Aurelius Capital Management, LP, a private investment �rm based in New York, and
any a�liates of or funds managed by the latter company.

You should assume that all persons and entities referenced in lawsuits, government actions, or
criminal indictments have denied the allegations referenced herein.

Summary

We are short Pareteum (NASDAQ: TEUM).  We see massive downside potential and believe the stock
is completely uninvestible.

TEUM’s public claims simply don’t hold up to investigative scrutiny. For example, TEUM touted a
contract with the South Africa based “Eyethu Mobile Network” as part of a group of deals,
purportedly worth $50 million in aggregate, that TEUM says it signed in the last two weeks of August
2018. TEUM’s CEO & Chairman, Hal Turner, took to Twitter to promote Eyethu and declared that
TEUM is “bringing change to South Africans with surprisingly unlimited cheapest data bundle”. 
Although Eyethu’s website is not functional, Eyethu’s CEO explained on Twitter in 2018; “guys in the
midst of being unemployed, I started my own mobile network operator company, EMN
Telecommunications trading as Eyethu Mobile”.  Our investigators went to visit Eyethu/EMN’s
headquarters but discovered only a dilapidated shack and crumbling structures near a rural African
village (below).

Documents and detailed forensic evidence presented throughout this report shows that Eyethu is
only the tip of the iceberg of small or defunct entities across the world that TEUM claims to have
signed valuable contracts with.
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Key �ndings include:

TEUM’s Management Has Extensive Ties to Previous Alleged Frauds and Failures.

The biographies for Turner and TEUM’s COO fail to disclose their leadership positions at Catcher
Holdings, a now worthless stock that was owned by a group that included an entity controlled by
Barry Honig, the notorious stock operator charged by the SEC last October with fraud for alleged
pump and dump schemes. We see similarities between TEUM and the stock promotion at Catcher,
where Turner repeatedly touted Catcher’s technology and growth prospects but investors ultimately
were left with nothing.  TEUM’s CFO was sued by investors for fraud after he allegedly “personally
affected the fraudulent booking of revenues” as CFO of Audioeye, which later erased 92% of reported
revenues over the relevant period in a restatement.  TEUM’s former Audit Committee Chair, now a
TEUM executive, was the CFO of TowerStream, another Honig-backed company that is now nearly
worthless. TEUM’s longtime investor relations representative was previously sentenced to prison in
2015 and recently disappeared from press releases after being added to a list of prohibited service
providers by OTC markets.

TEUM’s Purported $900 Million Backlog Appears Signi�cantly Exaggerated or Fictitious.

The foundation of the Pareteum growth story is built on the company’s supposedly large and fast-
growing 36-month backlog, which management now says exceeds $900 million. But our investigation
identi�ed a variety of purportedly valuable customers that appear wholly incapable of paying TEUM
anywhere near the large contractual values that TEUM has touted.  Examples include:

A nearly-worthless penny-stock managed by a former AudioEye executive named alongside
TEUM’s CFO in the fraud suit.

African entities that show no signs of meaningful business activity.

Contracts with crypto-companies including one that recently settled with the SEC and “agreed
to return funds to harmed investors”.

Closed or dissolved businesses.

Websites that are inactive or offer limited contact information.

Businesses that don’t answer the phones or report having minimal employees.

European entities with tiny amounts of capital or revenue.

Featured customers located in apartment buildings.
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Millions in loans to an entity bleeding cash.

A purported $50 million contract with an entity in Thailand that reports having zero 2018
revenue, years of losses, and involvement with a crypto-coin that has lost 97% of its peak
value.

We also found irregularities and embellishments involving a signi�cant portion of the “notable
partners and customers” that TEUM highlighted in a graphic at its recent analyst day, suggesting
TEUM struggles to �nd enough legitimate new customers to even �ll a simple slide.

TEUM’s Backlog Conversion and Receivables Signal Serious Potential Accounting Problems.  

The accounting fraud that TEUM’s CFO allegedly perpetrated at AudioEye involved the booking of
phantom revenues to arti�cially in�ate the stock price. Bulls have taken comfort in management’s
assurances that TEUM’s backlog has converted to revenue at over 100% of contractual rates thus far.
But we �nd TEUM’s backlog conversion rate highly problematic considering that our research has
�agged so many small or defunct customers. If exaggerated contractual values are now being
recognized as revenue, then we believe TEUM will face serious accounting problems. TEUM’s
receivables have already begun to balloon after growing at sequential rates far faster than revenues
in each of the last four quarters. TEUM’s small California auditor, which was speci�cally cited by the
PCAOB for audit de�ciencies related to revenue, gives us no comfort.

TEUM Has Surrounded Itself with Veterans from Failed Stock Promotions. 

We discovered a network of actors behind TEUM whose mere presence should send diligent
investors running for hills. TEUM has paid promoters, used a placement agent, and attracted large
investors that are veterans of numerous previous stock promotions Honig was an investor in, many
of which have since declined to near worthlessness. We discovered that TEUM’s relationship with
Honig’s longtime securities law �rm, Sichenzia Ross, is so close that the address that TEUM’s lists on
its website as its “USA Headquarters” is actually Sichenzia’s main o�ce.  TEUM has issued tens of
millions in shares, warrants, and convertible preferred securities in a series of complex private
placements with the assistance of Sichenzia, who is being sued by a former client for allegedly
helping create “ownership blockers” for Honig’s group as part of an alleged pump and dump scheme
that left that company bankrupt and unable to even validate its number of shares outstanding
(Sichenzia and Honig deny the allegations).

The TEUM “Miracle”

Pareteum’s origins trace to a languishing penny stock, Elephant Talk Communications, that had
declining revenues and an audit opinion that expressed doubt about its ability to operate as a going
concern up until March 2018.  A new management team entered in late 2015, led by CEO and
Chairman Hal Turner, who quickly engineered a reverse split and a series of private placements and
acquisitions to rebrand the company as Pareteum, a “Global Cloud Communications Platform”. 
TEUM’s business is built on a backend software offering that primarily targets Mobile Virtual Network
Operators (MVNO), which are essentially marketing businesses that provide wireless
communications to customers by renting bandwidth from large carriers like T-Mobile or AT&T. The
company’s market cap has grown from $25 million in 2016 to as high as $500 million this year, while
the stock has surged amidst a stream of 238 press releases issued since the beginning of 2017 that
frequently tout the company’s purported capabilities in buzzword categories such as internet of
things, machine learning, super API, predictive analytics, smart cities, and blockchain.  Despite a
relatively small sales force, reported revenues have started to grow rapidly and the company now
says its backlog is approaching $1 billion (As compared to trailing revenues of $50 million), catching
the eye of sell side analysts who now model parabolic growth.

TEUM’s Management Team Has Extensive Ties to Previous Alleged Frauds and Failures

TEUM’s biographies of Turner and Chief Operating O�cer, Denis McCarthy, fail to disclose their
respective roles as CEO and CFO of Catcher Holdings, a now worthless stock that was owned by a
group that included an entity controlled by Barry Honig, who was charged by the SEC last October
with fraud for allegedly masterminding a series of pump and dump schemes. On May 22 , CNBC
reported there is a parallel criminal investigation into Honig’s alleged pump and dump ring being
conducted by the U.S. Attorney’s O�ce of San Francisco.

Catcher had declared itself “a visionary technology leader” with clients “among the world’s largest
private and public companies”. After joining in early 2007, Turner told investors Catcher “is a great
company” and “will be a greater company through our execution”. But just weeks after completing an
acquisition in December 2007, Turner suddenly left Catcher which quickly collapsed in April 2008 due

nd
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to “insu�ciency of working capital”.  Turner resurfaced with McCarthy and TEUM’s now-CCO, Vic
Bozzo, at Pac-West Telecom, but left in 2011 and that company later �led bankruptcy in 2013.

We also learned that TEUM’s CFO, Edward “Ted” O’Donnell, was sued by Audioeye investors for fraud
after he allegedly “personally affected the fraudulent booking of revenues” that triggered a
restatement erasing 92% of the company’s reported revenue over the relevant period. The lawsuit
alleged that the fraud was designed to “give the market the false notion that revenue growth was
accelerating” and “arti�cially in�ate AudioEye’s stock price” (O’Donnell denied the allegations and the
lawsuit appears to have been settled). O’Donnell resigned from AudioEye in March 2015 and joined
TEUM in January 2017.

While Chairing TEUM’s Audit Committee, Laura Thomas was also the CFO of TowerStream, a nearly
worthless equity owned by Honig.  Thomas moved from the TEUM Board to an executive role at
TEUM in December 2018 and resigned from TowerStream in January 2018.

TEUM’s longtime investor relations representative was Stephan Hart (aka Steven or Stephen Hart)
who disappeared from TEUM press releases earlier this year after being added to the list of
prohibited service providers by OTC markets. Hart was representing TEUM even though he was
sentenced to prison in August 2015 for obstruction of justice and perjury following charges by the
SEC for “illegal trading schemes” in December 2012.
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TEUM’s Purported $900 Million Backlog Appears Signi�cantly Exaggerated or Fictitious

After Turner took over and rebranded the company, TEUM began issuing dozens of press releases
touting the growing number of new customers TEUM claims to have signed valuable contracts with. 
Turner has declared that “we’re on �re with relentless forward motion” and “highly successful in driving
sales, lots and lots of contracts”.  Turner has also explained the stated backlog means the “revenue
value over the next 36 months, sitting there in contracts, awaiting implementation and deployment
and that’s based upon the customer’s contractually executed schedules”. The Sell Side has relied on
these statements to hail TEUM’s reported backlog growth as “stunning” and consensus analyst
expectations now project TEUM’s sales growing from $32 million in 2018 to more than $175 million in
2020.

Doubts about the legitimacy of TEUM’s claims began to surface in March, when a blog post raised
questions about the validity of several customers that were named by TEUM in press releases. Our
own investigation �agged a variety of customers TEUM has hyped that appear completely incapable
of producing anywhere near the material amounts of revenue that TEUM has suggested or implied.

For example, in October 2018 TEUM touted a contract with Naledi Telecom, who TEUM claimed was
launching as the �rst MVNO in Lesotho, Africa, and one of three multi-million contracts purportedly
totaling $15 million in aggregate over three years.  Although Naledi’s website is not functional,
Lesotho corporate records we obtained show that an entity using the trade name Naledi Telecom
was formed in May 2018 with less than “1000” in share capital by a Zimbabwe national. Our
investigators visited Naledi’s registered address but found Naledi wasn’t even listed in the building’s
directory and the investigators found no activity at its supposed o�ce number (below). The building
manager told our investigators the o�ce’s tenant had moved out and our investigators were directed
to a different location in the area.  They didn’t �nd Naledi at that address either, but instead the
operations of a Lesotho newspaper business, where the individual who created Naledi informed them
that Naledi is not operational, claiming it will launch at an unspeci�ed later date.

Parallax Health Science was named by TEUM in the exact same press release as a multi-million
contract and TEUM’s “�rst customer in the healthcare IT industry”.  But Parallax is a nearly-worthless
penny-stock with negligible assets that recorded a mere $11 thousand in revenues last year. 
Currently and at the time of TEUM’s press release, Parallax’s own SEC �lings stated there is
“substantial doubt about the company’s ability to operate as a going concern”. So how could Parallax
possibly contribute millions in revenues for TEUM? Farcically, we learned that Parallax’s executives
include O’Donnell’s former associates at AudioEye, including AudioEye’s former CEO who was a
named defendant alongside O’Donnell in the alleged fraud.  One Central, the third company
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mentioned in the same press release, at least appears to have active operations. However, a balance
sheet it �led in the Netherlands reported just €662k in equity and 7 employees.

TEUM claims that a Thai company named One Development purportedly signed an individual three-
year $50 million contract, one of the largest single deals that TEUM as ever announced. But we
obtained �nancial statements that One Development �led in Thailand which report no revenue in
2018, operating losses for each of the three years presented, and total assets of just 9.3 million
BHT, translating to just a mere $298k US. Our investigators couldn’t �nd an o�ce for One
Development at the address listed on the company’s LinkedIn page, and a person who answered One
Development’s phone number refused to provide an address or the founder’s contact information to
our investigators.  One Development’s presentation materials explain that its business plan is to
entice MVNOs to launch in Thailand and then sell them services.  But even though the business was
founded in 2013, One Development doesn’t appear to have gained much traction. Its founder has
been operating a parallel MVNO consulting business, Yozzo, that reported a mere 18BHT in revenue
last year (about 57 cents US). The only deal we’ve seen announced is a December 2018 partnership
between One Development and a crypto-company named Electroneum to bring a crypto-app to
MVNOs. However, the underlying coin has now lost more than 97% of its peak value.   Once again, we
question how this contract could possibly contribute anywhere near $50 million for TEUM?

Since the crypto-boom of late 2017, TEUM has repeatedly hyped contracts tied to crypto-businesses,
including a “Blockchain Technology Partnership” with Airfox, a crypto company that TEUM named in
at least 8 press releases. But we learned that Airfox settled charges with the SEC in November 2018
related to registration violations involving its sale of “AirTokens” and “agreed to return funds to
harmed investors”.
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Turner told investors the Airfox Blockchain deal “bodes well” for Pareteum’s “fundamental revenue
growth and pro�tability” in a January 2018 press release (above left).  But when the SEC questioned
TEUM about its blockchain business in an October 2018 comment letter (below), the company
admitted to the SEC that “Airfox has not deployed any mobile-phone related services” and  “we have
not and do not plan in the near future to generate any revenue from our relationship with Airfox”. 
Even though we can no longer �nd the Blockchain whitepaper TEUM previously announced it had
published on its website, management continues to hype blockchain and announced in April a
purported $22 million contract with an unnamed “Digital Currency Wi-Fi provider”.

Yes, Pareteum has some “real” customers.  Elephant Talk had declining revenues and legacy
contracts with a few large customers such as Vodaphone Spain. TEUM completed an October 2018
acquisition of Artillium, which added some European customers but only $11 million in trailing
twelve-month revenues.  Then TEUM parlayed its surging stock price to complete a February 2019 all-
stock acquisition of iPass, which had contracts with various large companies but declining
revenues.   Yet we found TEUM still needed to use a series of embellishments and small or seemingly
inactive customers just to round out a graphic included in a slide of  “Notable Pareteum Partners and
Customers” for its May 28th analyst day presentation (page 21). If TEUM is unable to display a
simple slide of customers without resorting to these kinds of exaggerations, how could the true
backlog and customer base possibly be even close to as robust as management claims it is? Our
observations on the companies circled below in red include:

The least of the problems is the double counting and self-counting that populates this
graphic. Comically, TEUM includes logos of its own subsidiaries as if they were key partners
or customers. *bliep, United Telecom, Ello Mobile, and Speak Up are Artillium companies
speci�cally named in an SEC �ling made by TEUM as part of that transaction. TEUM included
the logos for both Vodaphone and Lowi.es, which is simply Vodaphone’s Spanish telecom
business. Similarly, Belgacom is the former name and same company as Proximus, which
lists scarlet as an a�liated brand in public �lings.

TEUM features the logo of Sol Mobile even though documents show the company was legally
dissolved in in August 2017. TEUM �rst announced the UK-based Sol Mobile as its �rst MVNO

22-10615-lgb    Doc 445-2    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit B -
Marcus Aurelius Report    Pg 8 of 13

https://www.pareteum.com/news/pareteum-airfox-expand-blockchain-technology-partnership/
https://www.sec.gov/Archives/edgar/data/1084384/000114420418062787/filename1.htm
https://www.pareteum.com/news/pareteum-publishes-blockchain-white-paper-defining-opportunities-mobile-market/
https://www.prnewswire.com/news-releases/pareteum-wins-22-million-contract-with-digital-currency-wi-fi-provider-300822514.html
https://www.prnewswire.com/news-releases/pareteum-accepts-shares-of-ipass-tendered-in-exchange-offer-and-completes-acquisition-of-ipass-300794731.html
https://www.sec.gov/Archives/edgar/data/1053374/000105337418000079/ipas-20180930x10q.htm
https://s23.q4cdn.com/868593346/files/doc_presentations/2019/05/Pareteum-Analyst-Day-Presentation-May-2019-(1).pdf
https://www.bliep.nl/cockpitpanel/storage/docs/contact.pdf
https://www.sec.gov/Archives/edgar/data/1084384/000114420419025361/tv520856_10q.htm
https://seekingalpha.com/filing/4096918
https://es.wikipedia.org/wiki/Lowi
https://en.wikipedia.org/wiki/Proximus_Group
https://en.wikipedia.org/wiki/Scarlet_(company)
http://www.solmobile.co/
https://beta.companieshouse.gov.uk/company/09658272
https://www.prnewswire.com/news-releases/pareteum-announces-sol-mobile-as-first-new-mvno-customer-of-its-enhanced-global-mobility-cloud-platform-300374378.html?tc=portal_CAP


customer back in December of 2016 and on the May 2017 earnings call, Turner told investors
that “names that we’ve announced such as Sol Mobile and Pronto which are now beginning to
come online”. It’s unclear if Sol, which was founded in 2015 and registered a co-working
center in Dartford, progressed much beyond a startup.

TEUM has repeatedly touted Pronto Telecommunications as a customer and features its logo
in presentations. But Pronto’s founder and CEO is a real estate broker in Pittsburgh,  Pronto’s
website contains a prominent mis-spelling, offers no contact phone number, and lists the
address of an apartment building as its headquarters.

TEUM also features the logo of UK-based Bellingham Telecommunications. Yet a balance
sheet that Bellingham �led with the UK companies house in 2018 reported a mere £282k in
total assets exceeded by £415k in liabilities. The address displayed on Bellingham’s website
matches that of a Bridgestreet rental apartment and Bellingham’s Linkedin reports only one
employee. Multiple calls to the phone number on Bellingham’s website went unanswered.

TEUM also inserted the logo of a company named Apeiron into its analyst day presentation,
but the company’s website is no longer active. Apeiron still lists 14 employees on Linkedin
and the address of a small o�ce located in Bedford, Texas.
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The presentation lists three European companies IP Nexia, Tellink, and ACN that appear to
have actual operations but �nancials these companies �led indicate they are relatively small. 
Tellink lost €239k last year on €1 million in revenue, IP Nexia lost €3 Million on declining
revenues of €4.9 Million Euro, and ACN made £57k on declining revenues of £4.4 million.

The presentation includes Eroski Movil, which was the MVNO business of a European
supermarket chain that appears to have been an Elephant Talk customer. But Eroski
announced its withdrawal from the mobile telephony business last year and stated, as
translated by Google, that it will “cease to operate in the mobile telephony market and will
cede its position as a service provider”. Eroski’s mobile website, which used the same logo
that TEUM featured in its analyst day presentation, has since been deleted.

Previous TEUM investor pitchbooks have featured the logo of Exactta Communications, which says
on its website that it distributes prepaid phone cards at four airports. But online searches reveal a
series of customer complaints, Exactta’s Facebook page has gone dormant since 2017, and its
website’s “Employees” webpage says it’s “under construction”.   Multiple calls to Exactta’s US phone
number listed on its website went unanswered.

In October 2018, TEUM named Global Connect as one �ve companies that signed contracts totaling
$11 million and 800,000 connections. TEUM described Global Connect as “a communication services
internet of things company with multinational clients focused on home automated solutions”. Yet a
2018 Balance Sheet that Global Connect �led in the UK lists only £74k in assets, the entity is
registered to an accountant’s o�ce, and we could �nd only one employee on Linkedin.  A counter
embedded at the bottom of the website listed less than 500 visitors.  A second company mentioned
in the same press release, WorldSim, appears to have some operations but reported only £264k in
assets in its UK �ling, indicating it is another small business.

Yonder Media Mobile, which we are told was suggested to be a customer at TEUM’s analyst day,
received a series of loans totaling $3.2 million from TEUM starting last year, according to SEC �lings. 
Yonder’s CEO received signi�cant publicity in 2012 after Yonder’s predecessor company declared
bankruptcy “taking more than $33 million worth of investors money with it. It never released a product”
(see here, here).  We found Yonder’s operating report dated May 15, 2019 posted online which
articulates various grandiose plans Yonder has to acquire MVNOs and complete a music app.  But,
unsurprisingly, the document states the company is burning cash which was projected to dwindle to
$700k at the end of May and was seeking large investments from a variety of overseas investors.
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TEUM’s Backlog Conversion and Receivables Signal Serious Potential Accounting Problems 

The accounting fraud that TEUM’s CFO allegedly perpetrated at AudioEye involved the booking of
phantom revenues to arti�cially in�ate the company’s stock price.  Is it possible that this exact kind
of scheme is now occurring at TEUM?

Bulls have taken comfort in management’s assurances that backlog has converted to revenue at over
100% of contractual rates thus far.  Backlog turning into actual revenue, the thinking seems to go, is a
sign that TEUM’s new contract wins must be high quality in nature. Conversely, we �nd TEUM’s
backlog conversion rate highly problematic considering that our research has �agged customers that
are small, defunct, or seem unlikely to be able to pay TEUM anywhere near the large contractual
values that TEUM has touted. If these kinds of exaggerated contracts are now being recognized as
revenue, as management’s commentary indicates, then we believe TEUM will face serious accounting
problems.

This is exactly why we’re troubled that TEUM’s receivables have grown at sequential rates far faster
than revenues in each of the last four quarters. For example, revenues grew 64% to $23M in Q1 2019
from $14M in Q4 2018 but receivables ballooned 86% to $28M from $15M over the same period. 
This is puzzling because TEUM’s own SEC �lings state that “the company typically bills its customers
at the end of each month, with payment to be received shortly thereafter”, which we believe should
naturally result in relatively minimal receivables. But TEUM’s Days Sales Outstanding has reached
110 days as compared 39 days of Twilio (TWLO), a company that promoters like to compare TEUM
to, suggesting that TEUM’s customers may already be falling behind on their bills.

TEUM’s small California auditor, Squar Milner, gives us no additional comfort.  Squar has audited at
least one company owned by Barry Honig, True Drinks Holdings (TRUU), an equity that is now
virtually worthless. More importantly, the Public Company Accounting Oversight Board (“PCAOB”)
uncovered signi�cant de�ciencies in its most recent inspection of Squar in 2017.  The PCAOB stated
in its report that “in other words, in these audits, the auditor [Squar] issued an opinion without
satisfying its fundamental obligation to obtain reasonable assurance about whether the �nancial
statements were free of material misstatement”.  The PCAOB even identi�ed two signi�cant
de�ciencies in a Squar audit speci�cally related to the valuation of revenue:

TEUM Has Surrounded Itself with Veterans from Failed Stock Promotions 

While Honig is not named as a TEUM investor, we uncovered a series of relationships that make it
hard for us to rule out the possibility that his invisible hand could be at work.  At absolute minimum,
it’s clear to us that TEUM is backed by a seasoned crowd of veterans from dubious stock promotions:
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TEUM is represented by Sichenzia Ross, the securities law �rm of record for at least 22
companies that Honig and/or John Stetson, an alleged member of the pump and dump ring,
have invested in since 2009. Bizarrely, the relationship between TEUM and Sichenzia is so
close that the address TEUM’s lists on its website as its “USA Headquarters” is actually
Sichenzia’s Main O�ce. A 2017 Sichenzia press release states that Sichenzia has a long-term
lease for the entire 37  �oor that Pareteum currently lists as its address.

TEUM has issued tens of millions in shares, warrants, and convertible preferred securities in a
series of complex private placements that Sichenzia has assisted with. We note that
Sichenzia and Honig are separately being sued for fraud by a former Sichenzia client, Mabvax
Therapeutics, which is now a virtually worthless penny stock that the SEC says was the scene
of a Honig-led pump and dump (“Company C” in the SEC’s complaint against Honig).  Mabvax
alleges that Sichenzia collaborated with Honig’s group to structure private placements as
“ownership blockers” that left Mabvax unable to validate how many shares it has
outstanding.  Sichenzia and Honig deny the allegations.

TEUM uses the same placement agent as Mabvax did, a Boca Raton broker named Dawson
James Securities that also now issues favorable research reports on TEUM. According to our
analysis, Dawson James has been engaged by 13 different companies that have been owned
by Honig, most of which have declined more than 75% from their peak value and/or are now
virtually worthless.

While we are unable to identify all of TEUM’s private placement investors, two �rms that have
regularly invested alongside Honig, Iroquois Capital and IntraCoastal Capital, owned or
controlled 13.2% of TEUM’s outstanding shares as of March 2018, according to an SEC �ling.
By our count, Iroquois and/or Intracoastal have collectively invested in a total of 34 publicly
traded companies that were also owned by Honig, most of which have either declined more
than 75% from their peak value or are now virtually worthless.  A February 2019 SEC �ling
reported that Iroquois Capital has already dumped their entire TEUM stake. We note that
Iroquois reportedly received an SEC subpoena as part of the investigation into Honig’s alleged
pump and dump ring but was not named in the SEC complaint or been accused of
wrongdoing.

TEUM has paid stock promoters from Red Chip companies, which has previously touted
numerous now worthless companies backed by Honig. RedChip’s founder has praised Honig
and was quoted in a 2013 interview stating that “learning from him and working with him has
been incredible”.

Just in isolation, we believe the mere presence of this collection of actors should send diligent
investors running for hills. 
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In our opinion TEUM’s stock is completely uninvestible and we therefore see massive downside
potential.

All Investors Are Encouraged to Conduct Their Own Due Diligence Into These Factors

 

VIEW ALL RESEARCH. MORE TEUM ITEMS

Copyright © 2022 Marcus Aurelius Value, All Rights Reserved.
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HEDGE FUNDS - NEWS

Pareteum Corporation (TEUM) Responds to Short Seller Aurelius Value’s Accusations
Published on June 10, 2019 at 11:36 am by NINA ZDINJAK  in Hedge Funds, News

On Friday, June 7 , short seller, Aurelius Value, published a degrading report on Pareteum Corporation (NASDAQ:TEUM) with the title “Where Are
The Customers?”. In the report, among many other claims, Aurelius Value said that Pareteum has a questionable value of its 36-months backlog
(reaching $900 million) on the back of its customers for which Aurelius Value suspects being capable of paying disclosed contractual values. It also
questions whether the company will be able to convert 100% its backlog to revenue at the contractual rates. One example of the issue in question is
Pareteum’s announced contract deal with “Eyethu Mobile Network”, a South Africa-headquartered company, worth around $50 million. Aurelius Value
wanted to further research this company, hence it went for a visit, allegedly discovering “a dilapidated shack and crumbling structures near a rural
African village”.

Another important acquisition relates to Pareteum’s management team with Aurelius Value linking them to previous breakdowns and/or frauds. More
specifically, the report states that biographies for CEO Hal Turner and TEUM’s COO avoid representing their head positions at Catcher Holdings, which
ended up being an unprofitable stock, due to its connection with Barry Honig, an infamous stock operator who was charged with fraud by the Securities
and Exchange Commission in October 2018. Aurelius Value finds “similarities between TEUM and the stock promotion at Catcher”, alluding that
Pareteum’s investors could end up with nothing as Cathcer’s did.

Insider Monkey didn’t verify the accuracy of Aurelius Value’s report, hence in the interest of fair reporting we have reached out to Pareteum Corporation
for a response to the claims, and we bring you its statement here:

th
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“Dear Fellow Pareteum Shareholders,

I want to take a moment to thank all of you for your support as we drive Pareteum forward.

In recent days our share price has been negatively impacted by a coordinated attack by short sellers. We fully understand that short
selling is legal and it is an important part of the capital markets. That said, certain short sellers have used questionable tactics,
including leveraging the media to misrepresent facts and make anonymous spurious claims against the company and its officers.

Every one of us at Pareteum is fully dedicated to upholding the highest standards and reporting requirements of a public company. We
categorically deny the allegations put forth. We do not intend to legitimize those reports by delving in to them. 

Pareteum has experienced tremendous growth, and we continue to grow in a healthy and measurable way.  We are confident in our
strategy and mission – to connect every person and every(thing)™. Today millions of people and devices around the world are
connected using Pareteum’s Global Cloud Communications Platform, enhancing their mobile experience. Every day more people and
devices are being added to our platform.

We will not be distracted.  We continue to focus on operating our business and generating strong financial results.  We believe
executing on this plan will ultimately create significant value for long term shareholders. 

We will report our Q2 results in early August, and look forward to speaking with you then.

 

Again, I want to thank all of our shareholders for their continued support.

Sincerely, 

Hal Turner

Chairman and Chief Executive Officer”

On the day the report was published (June 7 ), Pareteum’s stock had a closing price of $2.58, dropping by 24.34% from one day earlier when it closed
at $3.41. On a year-to-date basis, its stock actually gained 68% with its price being $2.94 at the time of writing this article, and $1.75 at the beginning of
the year. Among the funds tracked by Insider Monkey Portolan Capital held the largest position in TEUM, worth more than $6 million, at the end of
March. You can see the list of hedge funds with bullish TEUM positions here.

Disclosure: None.

This article is originally published at Insider Monkey.

Aurelius Value On Pareteum Corporation Daily Newsletter Headline NASDAQ:TEUM Pareteum Corporation (TEUM) Show More...
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Pareteum – The Wild West of
Telecoms
AUTHOR:

Viceroy Research (https://viceroyresearch.org/author/viceroyresearch/)
PU BLIS HED ON:

June 26, 2019 (https://viceroyresearch.org/2019/06/26/pareteum-the-wild-west-of-telecoms/)
PU BLIS HED IN:

Pareteum NASDAQ:TEUM (https://viceroyresearch.org/category/pareteum-nasdaqteum/)

June 25, 2019 – Pareteum (NASDAQ:TEUM) provides services to Mobile Virtual Network

Operators (MVNOs), who sell data/minutes to users and purchase data/minutes from telecom

network operators. Recently Pareteum has been subject to criticism from other short sellers.

Given the discourse, Viceroy believe it is prudent that we also share our findings.

REPORT DOWNLOAD LINK (HTTPS://VICEROYRESEARCH.ORG/WP-

CONTENT/UPLOADS/2019/06/PARETEUM-26062019.PDF)

Further to recent research reports, Pareteum has a history of promotional press releases of

customer wins. A deeper investigation into these customers show much larger number are

insignificant, and the companies behind them appear in no way capable of fulfilling the

contract values advertised by Pareteum.

Two of Pareteumʼs customer wins appear to be undisclosed related parties tied to

Pareteum consultant Dinesh “Danny” Patel.

One of Pareteumʼs announced customer wins is a company under a historic investigation

and charged with significant VAT evasion fraud. Information on this is easily available,

leading us to believe that Pareteum was aware of the companyʼs issues while announcing

the customer win.

Pareteum appears to be in breach of US sanctions against Iran through its provision of

services to Iranian MVNO Amin SMC. Amin SMC appears to be chaired by Hamid Reza

Amirinia, an individual suspected of breaching sanctions with an Iranian government

mandate to launder money for the regime.

Several entities on the pareteum.cloud domain are small companies or have no web

presence whatsoever, leading us to believe that they are Pareteum customers who are

unable to pay or have no operations.

Pareteumʼs 36-month contractual backlog measurement is not an accurate predictor of

future profits. An analysis of the companyʼs backlog and management comments shows it

should have reported 73.10% more revenue in Q1 2019 than it did. Management appears to

be inflating this figure to hype up the share price and reassure investors.

Pareteumʼs management has a history of dishonest reporting. Notably, CFO Ted OʼDonnell

who was sued by former employer AudioEye for fabricating US$8.1m worth of revenue over

(https://viceroyresearch.org/)  English
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3 quarters which was found to have no supporting documentation. This was an

overstatement of revenues in the period of more than 3,000%.

Pareteumʼs rapid-fire announcement of customer wins mirrors its announcements

regarding cryptocurrency in 2017, which were put to an abrupt halt when a response to an

SEC letter revealed TEUM had made no revenue, nor planned to do so, from

cryptocurrency.

Pareteum has made an US$3.7m loan to Yonder Media Mobile, an early stage MVNO

operated by serial failure entrepreneur Adam Kidron. Kidron has burned at least US$100m

in his enterprises, having already cratered the Yonder brand with a music streaming service

which collapsed in 2017.

A breakdown of Pareteumʼs revenues, cash flows and receivables show the majority of its

revenue from sources other than Vodafone and acquired businesses iPass and Artilium

appears to be uncollectable. Accordingly, we believe total revenue is overstated by 42%,

corroborating our findings regarding Pareteumʼs customers.

We are as yet unable to quantify the impact of the companyʼs apparent breach of sanctions

against Iran and have not assigned a discount. We have reported this apparent breach to the

relevant federal authorities.

A token valuation on an EV/Revenue basis presents a 44% – 76% downside for Pareteumʼs share

price (State Current Price), with the more severe scenario more probable. However, based on the

numerous subjective issues highlighted in this report and the dependence of the valuation on

our already-conservative revenue adjustment, we cannot fully quantify the downside, which we

believe to be significant.
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June 27, 2019 statement
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BREAKING NEWS Instant updates and real-time market news.

Pareteum 'categorically denies' allegations in
short seller report
Parateum said in a statement posted to its corporate website: "We are aware of increased trading in
Pareteum Corporation stock and that certain short sellers have used questionable tactics including
leveraging the media to misrepresent facts and make anonymous spurious claims against the
company and its officers. Despite coordinated attacks designed only for the financial gain of these
short sellers, we remain a dynamic and growing company that stands by the quality of the information
reported in our most recent earnings announcements, including the guidance provided for 2019.
Pareteum Corporation categorically denies all allegations put forth in the short seller reports. Without
giving credence to the reports in detail, we do state the allegations that Pareteum has breached U.S.
sanctions against Iran are false. While Pareteum does not publicly comment on business
relationships with its customers, it is committed to compliance with all applicable laws, including U.S.
sanctions against countries such as Iran. We note that certain activities in Iran have been or are
authorized under OFAC General License H and/or General License D-1, and that there are
longstanding U.S. policies supporting communications and Internet freedom in Iran. In view of the
evolving regulatory environment in Iran, Pareteum frequently and carefully reviews its business
dealings there and has engaged with the U.S. Office of Foreign Assets Control to tailor its activities
and maintain strict compliance. Everyone at Pareteum is fully dedicated to upholding the highest
standards and reporting requirements of a public company. We look forward to sharing additional
information about our growth and success in future earnings releases."

TEUM
10:32
 06/27/19
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EXHIBIT F 

“Pareteum – Caught in a Cash Crunch After Violating Debt Covenants”  
(the “Seeking Alpha Report”)

22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 1 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 2 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 3 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 4 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 5 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 6 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 7 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 8 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 9 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 10 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 11 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 12 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 13 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 14 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 15 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 16 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 17 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 18 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 19 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 20 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 21 of 22



22-10615-lgb    Doc 445-6    Filed 12/05/22    Entered 12/05/22 17:12:34     Exhibit F -
Seeking Alpha Report    Pg 22 of 22




