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JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
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JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

COMPLAINT 

 
 

Plaintiffs Iroquois Master Fund Ltd. (“Iroquois”) and Kingsbrook Opportunities Master 

Fund LP (“Kingsbrook”), by and through their undersigned attorneys, bring this action alleging 

common law fraud, aiding and abetting fraud, negligent misrepresentations and omissions, 

negligence, breach of the implied covenant of good faith and fair dealing and civil conspiracy. The 

allegations of this Complaint are based on Iroquois and Kingbrooks’ (collectively, “Plaintiffs’”) 

personal knowledge as to themselves and their own acts, and on information and belief supported 

by an investigation by Plaintiffs’ counsel and reasonable inferences deduced therefrom as to the 

wrongful acts of John C. Textor and Jonathan F. Teaford (collectively, the “Inside Directors”), the 

acts of John M. Nichols, Kevin C. Ambler, Jeffrey W. Lunsford, Casey L. Cummings, Kaeil Isaza 

Tuzman and John W. Kluge (collectively, the “Outside Director Defendants”) (the Inside and 
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Outside Director Defendants are collectively referred to herein as the “Director Defendants”), the 

acts of Deborah W. Textor, the acts of SingerLewak LLP (the “Auditor Defendant”) and the acts of 

Palm Beach Capital and its numerous investment vehicles: PBC GP III, LLC; PBC Digital 

Holdings, LLC; PBC Digital Holdings II, LLC; PBC DDH Warrants, LLC; and PBC MGPEF 

DDH, LLC (collectively, the “Palm Beach Capital Defendants”). The investigation of Plaintiffs’ 

counsel has included, among other things, a review of public statements, press releases, and filings 

by Digital Domain Media Group, Inc. (“DDMG” or the “Company”); and filings with the U.S. 

Securities and Exchange Commission (“SEC’) and hearing transcripts from the DDMG’s 

bankruptcy proceeding. 

INTRODUCTION 

1. The action arises out of the Director Defendants, Deborah Textor, the Auditor 

Defendant and the Palm Beach Capital Defendants’ (collectively, “Defendants’”) material 

misrepresentations and omissions relating to the ability of DDMG to reasonably fund its operations 

prior to the Company’s meteoric plunge into bankruptcy and liquidation. DDMG’s bankruptcy 

filing was announced to the public on September 11, 2012, just nine months following DDMG’s 

initial public stock offering on November 21, 2011 (“IPO”) of 4,920,000 shares of common stock 

at $8.50 per share. At present, DDMG common stock is virtually worthless and thinly traded under 

the symbol “DDMGQ” on the OTC for between $0.01 and $0.03 per share. 

2. The Inside Director Defendants affirmatively stated in conversations with the 

Plaintiffs and DDMG’s numerous public filings with the SEC that the Company had sufficient 

sources of cash to support its business operations through all of 2012. In furtherance of the 

wrongful conduct described herein, the Auditor Defendant provided audit opinions unqualified by 

any expression of doubt it had or should have had about the ability of DDMG to continue as a 
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going concern based on numerous conditions and events indicating that the Company’s liquidity 

condition was sufficiently precarious to warrant such a qualification audit opinion.  The Outside 

Director Defendants were reckless or indifferent to the making of false statements to Plaintiffs and 

thus negligently or recklessly acquiesced and approved of such false statements. 

3. In reliance thereon, Plaintiffs purchased restricted common stock and warrants from 

DDMG on June 7, 2012 in a private-investment-in-public-equity offering (the “PIPE Offering”). 

As an added inducement to Plaintiffs to purchase DDMG securities, the Palm Beach Capital 

Defendants granted Plaintiffs call options to purchase additional DDMG shares pursuant to call 

option agreements (the “Call Option Agreements”). Iroquois and Kingsbrook each purchased 

142,858 shares of DDMG common stock, 57,143 warrants, and call options covering 209,524 

shares of DDMG stock for an aggregate price of $1,000,006 each. 

4. The Director Defendants’ wrongful conduct concerning representations as to DDMG’s 

financial condition, its ability to fund its planned business operations and, thus, to operate as a 

going concern were materially false and misleading. As early as May 16, 2011 when DDMG 

announced its IPO, its liquidity condition was susceptible to collapse, contrary to what was 

represented, making it highly unlikely that DDMG could continue to fund its operations through 

2012. 

5. DDMG’s core business was the creation of visual effects for feature films. In 

July 2009 and October 2010, in an effort to diversify, the Company began investing in the 

production of full-length animated films and education, respectively. However, unbeknownst to the 

public and contrary to the improper unqualified audit opinions issued by the Auditor Defendant, 

the Director Defendants’ ambitious plans to diversify DDMG quickly outpaced the Company’s 

ability to generate revenue and obtain new financing to pay for the transformation. Their flawed 
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business plan left DDMG with grave and continually worsening liquidity issues. The undisclosed 

purpose of the IPO and of other fundraising efforts undertaken in 2012 by the Director Defendants 

and the Palm Beach Capital Defendants, major holders of DDMG equity and DDMG insiders, was 

to generate cash to alleviate their concerns regarding DDMG’s liquidity. By June 7, 2012, when 

Plaintiffs participated in the PIPE Offering and entered into the Call Option Agreements with 

DDMG and the Palm Beach Capital Defendants, all Defendants knew or should have known that 

DDMG’s liquidity crisis was more serious than had been disclosed to the public and Plaintiffs. 

Defendants knew or should have known that the liquidity problem was likely to worsen and 

destabilize DDMG. Defendants knew or should have known that DDMG faced an imminent 

threat of a total liquidity failure that could lead to the demise of the entire Company. Yet 

Defendants failed to correct the false and misleading statements concerning the ability of DDMG 

to fund its operations into 2013. 

6. Without knowledge of all material facts, as detailed below, Plaintiffs could not 

independently determine how highly risky it was to invest in DDMG. 

7. At all relevant times, Defendants concealed a more than $10 million loan extended by 

the Palm Beach Capital Defendants to defendant John Textor to facilitate his purchase of 

approximately twenty-five percent of the shares offered in DDMG’s IPO.  Defendants also 

concealed the material terms of the security and pledge agreement entered into between the Palm 

Beach Capital Defendants and John and Deborah Textor to secure the loan. John and Deborah 

Textor pledged virtually all of their significant equity stake in DDMG and homes they owned in 

Colorado and Florida to secure the $10 million loan. Defendants concealed the existence and 

circumstances of the loan agreement, security and pledge agreement and other related agreements 
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between John and Deborah Textor and the Palm Beach Capital Defendants for more than ten 

months after the effective date of the IPO. 

8. The undisclosed purpose of the $10 million loan was to ensure the success of the IPO. 

After announcing the IPO on May 16, 2011, the Director Defendants and the Palm Beach Capital 

Defendants were aware that there was limited investor demand in the proposed public offering and 

that the Company was not likely to generate the proceeds needed to alleviate its worsening 

liquidity problems. The lack of demand for DDMG shares was so severe that on or before 

November 4, 2011—less than three weeks prior to the expected offering date—DDMG’s initial 

group of underwriters walked away from their commitment to underwrite the IPO. 

9. Desperate to ensure that the IPO would move forward with the new underwriters, on 

or before November 18, 2011, defendants Jonathan Teaford and John Textor personally agreed to 

purchase approximately $500,000 and $10 million worth of shares in the IPO at a price of $8.50 

per share. The commitment by John Textor to purchase $10 million worth of DDMG common 

stock, representing approximately twenty-five percent of the shares offered in the IPO, was a 

necessary element of the underwriting. Without John Textor’s personal commitment, it is likely 

that the underwriters would not have followed through with their commitment to underwrite the 

IPO or would have priced DDMG shares at a discount. In addition to guaranteeing the purchase of 

twenty-five percent of the shares offered, the commitment by John Textor, DDMG’s Chairman and 

CEO, to personally invest $10 million in the IPO also made it appear to other potential investors 

that he was confident in the ability of DDMG to fund its operations and that he believed the 

Company was undervalued. 

10. Defendants John and Deborah Textor, Jonathan Teaford and the Palm Beach Capital 

Defendants also stood to gain individually from the success of the IPO. In addition to ensuring the 
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consummation of the IPO, the large insider purchase by John Textor would serve to artificially 

inflate the perceived value of DDMG common stock and, in turn, the value of the equity stakes 

they each owned or controlled prior to the IPO. The Palm Beach Capital Defendants stood to gain 

the most. The Palm Beach Capital Defendants owned or controlled preferred shares, warrants and a 

note that would automatically convert to more than fifteen million shares of DDMG common 

stock upon the consummation of an initial public offering. In consequence, the Palm Beach Capital 

Defendants’ direct ownership and control of DDMG equity ballooned from less than 10% to more 

than 40% following the IPO. 

11. Had Defendants disclosed the terms of the loan agreement that permitted defendant 

John Textor to purchase twenty-five percent of the shares offered in the IPO, potential investors 

would have had the facts necessary to assess DDMG’s value relative to the $8.50 per share IPO 

price. Although John and Deborah Textor had pledged to the Palm Beach Capital Defendants the 

more than eight million shares of DDMG stock that they already owned or controlled, they also 

pledged their realty in Colorado and Florida valued at more than $10 million, the approximate 

amount of the loan. Had these onerous terms of the loan extracted by the Palm Beach Capital 

Defendants from John and Deborah Textor been disclosed, potential investors would have had the 

facts necessary to assess how risky the Palm Beach Capital Defendants actually viewed the loan 

transaction to be.  Further, that the pledged shares could be sold in the event of a default of the loan 

and thus substantially depress the price of DDMG shares was never disclosed to Plaintiffs. 

12. Ultimately, John Textor defaulted on the loan. To cover his obligations under the loan, 

John and Deborah Textor sold their Florida property on November 15, 2012, one month after his 

default, for $2.75 million. John and Deborah Textor listed their Colorado realty for sale for $9.9 

million.   
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13. The Director Defendants and the Palm Beach Capital Defendants also concealed from 

Plaintiffs that, due to the timing of contracted work in its core business of creating visual effects, 

they anticipated that DDMG would experience a gap in receivables in the weeks and months 

immediately after closing the PIPE Offering and Call Option Agreements with Plaintiffs. The 

Director Defendants and the Palm Beach Capital Defendants also concealed that DDMG would not 

be able to manage the resulting flat or negative cash flows as it had historically by drawing down 

on lines of credit or accessing other forms of financing. Following the IPO, DDMG encountered 

progressively greater burdens to raising additional necessary financing. One such undisclosed 

burden was that the Company was facing operating expenses of approximately $800,000 per day 

as a result of its investment in the education and animated film businesses. Further, DDMG and 

Defendants knew but failed to disclose that capital and equity investors were reticent to invest in 

DDMG because of its unusual diversification of businesses. The ability of DDMG to raise further 

financing was negatively affected by its issuance and the terms of $35 million in senior secured 

convertible debt on May 6, 2012. Combined with an already-precarious liquidity problem, these 

undisclosed material facts presaged the coming liquidity failure and collapse of the business. 

14. Defendants through their wrongful conduct drove DDMG off a cliff with their foot on 

the gas, at full speed and without altering course. The liquidity failure that DDMG experienced 

was or should have been foreseeable by all Defendants and the bankruptcy and liquidation that 

necessarily would follow was or should have been entirely predictable.  

15. However, the Inside Director Defendants concealed the Company’s dire liquidity 

condition by affirmatively misstating that the Company would be able to fund its operations 

through 2012 and into 2013. The Auditor Defendant furthered the wrongful conduct by providing 

DDMG an improper unqualified audit opinion for the fiscal year ended December 31, 2011, 
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permitting DDMG to raise capital from investors, including the Plaintiffs, who lost their entire 

investment. All Defendants furthered the wrongful conduct by omitting numerous material facts 

described herein as necessary to correct the Inside Director Defendants’ affirmative 

misrepresentations or by improperly permitting the aforesaid misstatements by recklessly or 

negligently permitting and approving the false statements to be made to Plaintiffs as alleged herein.  

16. Had the Defendants disclosed or caused the disclosure of the true liquidity crisis at 

DDMG on or before June 7, 2012, Plaintiffs would have known that the Company was at an 

immediate risk of failing and would not have participated in the PIPE Offering or entered into the 

Call Option Agreements. 

JURISDICTION AND VENUE 

17. The Director Defendants solicited Plaintiffs’ participation in the PIPE Offering in 

New York. The Palm Beach Capital Defendants negotiated and entered into the Call Option 

Agreements with Plaintiffs in New York. The transactions covered by the Securities Purchase 

Agreement for the PIPE Offering closed in New York and, by its terms, the Securities Purchase 

Agreement is a contract governed by the laws of the State of New York. Identical provisions 

concerning choice of law and forum appear in warrants issued pursuant to the Securities 

Purchase Agreement, the Registration Rights Agreement and the Call Options Agreements. The 

Call Option Agreements otherwise bear the same connections to the state as the agreements 

underlying the PIPE Offering. The IPO was carried out on the New York Stock Exchange. The 

purpose of the Loan Agreement and Securities and Pledge Agreement, defined below, was to 

ensure the success of the IPO in New York and to artificially inflate the perceived value of 

DDMG common stock listed on the NYSE. As such, Defendants expected or should have 

expected their conduct to have consequences here. As a result of the foregoing, this Court has 
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personal jurisdiction over all Defendants under New York Civil Practice Law and Rules (“CPLR”) 

§ 302(a)(1). 

18. This Court also has personal jurisdiction over the Director Defendants and the Palm 

Beach Capital Defendants under CPLR § 302(a)(2), because their wrongful conduct occurred 

within the State.  

19. Venue in this jurisdiction is appropriate under CPLR § 501 pursuant to the forum 

selection terms of the PIPE Offering, Call Option Agreements and other related agreements. The 

Defendants who are not parties to the aforementioned agreements are closely related to the 

signatories such that the selection of New York as the forum was foreseeable. 

PARTIES 

20. Plaintiff Iroquois purchased restricted shares of DDMG common stock and warrants to 

purchase additional shares from the Company pursuant to the PIPE Offering. Iroquois purchased 

call options to purchase additional shares of DDMG common stock from defendant Palm Beach 

Capital pursuant to the Call Option Agreement. Iroquois has been damaged thereby. Iroquois is a 

foreign corporation. 

21. Plaintiff Kingsbrook purchased restricted shares of DDMG common stock and 

warrants to purchase additional shares from the Company pursuant to the PIPE Offering. 

Kingsbrook purchased call options to purchase additional shares of DDMG common stock from 

defendant Palm Beach Capital pursuant to the Call Option Agreement. Kingsbrook has been 

damaged thereby. Kingsbrook is a foreign limited partnership.  

22. Non-party DDMG is a Florida corporation and maintained its principal executive 

offices at 10250 SW Village Parkway, Port St. Lucie, Florida 34987. Formerly known as Digital 

Domain Holdings Corporation and Wyndcrest DD Florida, Inc., the Company was a digital 
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production and animation company focused on the creation of original content animation feature 

films and the development of computer-generated imagery, including three-dimensional 

stereoscopic imagery, for large-scale feature films and advertising. The Company also established 

Tradition Studios, Inc. (“Tradition Studios”), an animated film production studio. Tradition Studios 

is incorporated in the State of Florida and wholly-owned by DDMG. DDMG also established a 

partnership with Florida State University (“FSU”) to launch the Digital Domain Institute (“DDI”), 

a for-profit post-secondary educational institution. DDI is also a wholly-owned subsidiary of 

DDMG and incorporated in the State of Florida. DDMG filed for Chapter 11 bankruptcy in United 

States Bankruptcy Court in the District of Delaware on September 11, 2012 for the purpose of 

reorganizing its business. Today, DDMG common stock trades under the symbol “DDMGQ” on 

the OTC for between $0.01 and $0.03 per share.  

23. Defendant John C. Textor served as Chairman of the Company’s Board of Directors 

and Chief Executive Officer from January 2009 to September 6, 2012, when he resigned those 

positions, as well as his positions as an officer and director of certain DDMG subsidiaries. John 

Textor reviewed, approved and enabled DDMG to obtain financing from investors, including the 

Plaintiffs. John Textor signed the Securities Purchase Agreement and Registration Rights 

Agreement, which underlie the PIPE Offering. John Textor signed the undisclosed Loan 

Agreement and Security and Pledge Agreement. John Textor also reviewed and approved 

DDMG’s filings with the SEC during the relevant time period. John Textor signed each of 

DDMG’s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2011 filed 

on December 22, 2011 (the “Q3 2011 10-Q”), Annual Report on Form 10-K for the fiscal year 

ended December 31, 2011 filed on March 30, 2012 (the “2011 Form 10-K”) and Quarterly Report 

on Form 10-Q for the quarterly period ended March 31, 2012 filed on May 5, 2012 (“Q1 2012 10-
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Q”). During the relevant time period, John Textor co-owned real estate holdings located at 121 

Yellow Brick Road, Mountain Village, Colorado 81435 (the “Colorado Property”) and 2959 SE St. 

Lucie Blvd., Stuart, Florida (together with the contiguous lots, the “Florida Property”). 

24. Defendant Jonathan F. Teaford began serving as a member of the Company’s Board of 

Directors in March 2009. Jonathan Teaford served as President of the Company from January 2009 

to May 2011 and as the Company’s Chief Financial Officer from March 2009 to February 2012. 

Jonathan Teaford became Chief Executive Officer of DDI in February 2012. Jonathan Teaford 

reviewed, approved and enabled DDMG to obtain financing from investors, including the 

Plaintiffs. Jonathan Teaford also reviewed and approved DDMG’s filings with the SEC during the 

relevant time period. Jonathan Teaford signed the Q3 2011 10-Q. 

25. Defendant John M. Nichols began serving as an adviser to the Company in 

October 2011 on matters related to finance and became the Company’s Chief Financial Officer in 

February 2012. John Nichols was appointed to DDMG’s Board of Directors by Palm Beach 

Capital on August 14, 2012. On September 10, 2012, John Nichols resigned as a member of 

DDMG’s Board of Directors. John Nichols reviewed, approved and enabled DDMG to obtain 

financing from investors, including the Plaintiffs. John Nichols also reviewed and approved 

DDMG’s filings with the SEC during the relevant time period. John Nichols signed the2011 Form 

10-Kand Q1 2012 10-Q. 

26. Defendant Kevin C. Ambler served as a member of the Company’s Board of Directors 

since the consummation of the initial public offering on November 18, 2011 through the time of 

the bankruptcy on September 11, 2012. Ambler was a member of the Audit Committee of the 

Board of Directors. Ambler reviewed, approved and enabled DDMG to obtain financing from 
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investors, including the Plaintiffs. Ambler also reviewed and approved DDMG’s filings with the 

SEC during the relevant time period. 

27. Defendant Jeffrey W. Lunsford served as a member of the Company’s Board of 

Directors since the consummation of the initial public offering on November 18, 2011 through the 

time of the bankruptcy on September 11, 2012. Lunsford reviewed, approved and enabled DDMG 

to obtain financing from investors, including the Plaintiffs. Lunsford also reviewed and approved 

DDMG’s filings with the SEC during the relevant time period. 

28. Defendant Casey L. Cummings served as a member of the Company’s Board of 

Directors since the consummation of the initial public offering on November 18, 2011 through the 

time of the bankruptcy on September 11, 2012. Cummings was chairman of the Audit Committee 

of the Board of Directors. Cummings reviewed, approved and enabled DDMG to obtain financing 

from investors, including the Plaintiffs. Cummings also reviewed and approved DDMG’s filings 

with the SEC during the relevant time period. 

29. Defendant Kaeil Isaza Tuzman served as a member of the Company’s Board of 

Directors since the consummation of the initial public offering on November 18, 2011 through the 

time of the bankruptcy on September 11, 2012.  Tuzman was a member of the Audit Committee of 

the Board of Directors. Tuzman reviewed, approved and enabled DDMG to obtain financing from 

investors, including the Plaintiffs. Tuzman also reviewed and approved DDMG’s filings with the 

SEC during the relevant time period. 

30. Defendant John W. Kluge served as a member of the Company’s Board of Directors 

since the consummation of the initial public offering on November 18, 2011 through the time of 

the bankruptcy on September 11, 2012. From December 2010 through November 2011, Kluge 

acted as an adviser to the DDMG. Kluge reviewed, approved and enabled DDMG to obtain 
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financing from investors, including the Plaintiffs. Kluge also reviewed and approved DDMG’s 

filings with the SEC during the relevant time period. 

31. Defendant Deborah W. Textor is the wife of defendant John Textor and signed the 

Security and Pledge Agreement, defined below. During the relevant time period, defendant 

Deborah Textor co-owned the Colorado Property and Florida Property.  

32. Defendant SingerLewak LLP is a California Limited Liability Partnership with offices 

at 10960 Wilshire Boulevard, Suite 1100, Los Angeles, California 90024 that provides regional 

public accounting services. SingerLewak provided unqualified audit opinions for DDMG for the 

years ending December 31, 2009, 2010 and 2011. 

33. Defendants PBC GP III, LLC, PBC Digital Holdings, LLC, PBC Digital Holdings II, 

LLC, PBC DDH Warrants, LLC, and PBC MGPEF DDH, LLC are investment vehicles owned or 

controlled by defendant Palm Beach Capital, which maintains offices at 505 South Flagler Drive, 

Suite 1400, West Palm Beach, Florida 33401 and 5001 Lemon Street, Tampa, Florida 33609. PBC 

GP III, LLC is the sole manager of each of the other investment vehicles. PBC GP III, LLC is 

managed by a four-member Board of Managers consisting of non-parties Nathan S. Ward, Shaun 

L. McGruder, Michael Schmickle and James Harpel. Palm Beach Capital’s various investment 

vehicles are all affiliated with Palm Beach Capital Fund III, L.P. and PBC III Principals Fund, 

L.P., which are private equity funds. The source of funds is capital committed by the limited 

partners of these funds, who are not themselves necessarily affiliates of the funds. The investment 

vehicles are all Delaware Limited Liability Companies with their principal business addresses at 

Palm Beach Capital’s West Palm Beach offices. All of the investment vehicles participated in the 

Call Option Agreement. PBC Digital Holdings II, LLC additionally participated in numerous 

agreements related to defendant John Textor’s undisclosed personal loan. 
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STATEMENT OF FACTS 

The Palm Beach Capital Defendants Secretly Bankrolled  
Defendant John Textor’s Participation in the Initial Public Offering, Deceiving Investors 

 
34. Defendants’ wrongful conduct began as early as November 18, 2011, when, just 

before the IPO became effective on November 21, 2011, the Palm Beach Capital Defendants 

secretly loaned defendant John Textor $10 million to facilitate his participation in the offering. 

35. Having previously failed to complete an initial public offering in 2007, DDMG 

announced its intention to try again on May 16, 2011 and estimated that the offering would raise 

$115 million. However, on November 4, 2011, the Company announced that the initial group of 

underwriters (non-parties Barclays Capital Inc. and Janney Montgomery Scott LLC) had been 

replaced by a new group of underwriters (non-parties ROTH Capital Partners, LLC and Morgan 

Joseph TriArtisan LLC). The Company also announced on November 4, 2011 that it was lowering 

the estimated gross proceeds of the IPO from $115 to $75.9 million. The estimate was lowered a 

second time on November 10, 2011 to a range of $55 to $66 million. DDMG lowered the estimate 

a third time on November 18, 2011 to only $41.8 million—nearly a third of its initial estimate—

and announced that one additional underwriter would underwrite the IPO (non-party Maxim 

Group LLC). 

36. At some point between November 10 and November 18, 2011, the Director 

Defendants and the Palm Beach Capital Defendants learned that investor interest in the IPO was 

tepid. These defendants were confronted with the probability that the underwriters would either 

refuse to underwrite the offering altogether or proceed with the offering but at a significantly lower 

price. Either scenario would have been disastrous for DDMG, the Palm Beach Capital Defendants 

John and Deborah Textor and Jonathan Teaford. If the underwriters refused to underwrite the IPO, 
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DDMG would be deprived of the cash infusion necessary to stay in business. If the underwriters 

proceeded with the IPO, but priced the stock lower, the IPO would not generate sufficient cash to 

sustain DDMG’s operations. Also, if the IPO price were lower, the value of the significant 

holdings of the Palm Beach Capital Defendants, John and Deborah Textor and Jonathan Teaford 

would be substantially impaired in the aftermarket and DDMG would likely be precluded from 

raising much-needed cash through subsequent offerings. 

37. At the time of the IPO, DDMG’s business model was flawed and overly dependent on 

an uninterrupted flow of fresh capital to support its operations. Defendants falsely reported in the 

November 18, 2011 prospectus (“Prospectus”) that the IPO proceeds were needed to facilitate 

growth and for working capital: 

We intend to use the net proceeds from this offering (i) to facilitate our growth 
strategy by, among other things, advancing our development and production of 
animated and VFX-driven feature films and building our for-profit education 
business through development of DDI, to the extent not funded from third-party 
sources as we currently anticipate… as well as (ii) for working capital and other 
general corporate purposes. 

 
(emphasis added). What the Prospectus does not disclose is that the proceeds were needed not to 

grow the business but because the Company was generating too little revenue to pay day-to-day 

operating expenses for its existing business. As explained in greater detail below, the Defendants’ 

misguided investment in the animated film and education businesses left DDMG unable to cope 

with the normal volatility it experienced in its core business. As a result, DDMG was experiencing 

a severe liquidity crisis that was never fully and accurately disclosed. These undisclosed liquidity 

issues lead to a liquidity failure and the resulting bankruptcy announced on September 11, 2012. 

38. At the time of the IPO, the Palm Beach Capital Defendants, John and Deborah Textor 

and Jonathan Teaford each had a great deal to lose individually if the IPO was unsuccessful. 
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Together, they directly owned or controlled approximately 65% of the equity of the Company prior 

to the IPO: 

Defendant(s) 

Direct Ownership or 
Control Prior to IPO  

(19,477,910 shares 
outstanding) 

Direct Ownership or 
Control Following IPO  

(39,500,993 shares 
outstanding) 

John and Deborah 
Textor 8,835,449 (45.4%) 8,835,449 (22.7%) 

Jonathan Teaford 2,233,321 (11.5%) 2,233,321 (5.7%) 

Palm Beach Capital 1,405,469 (7.2%) 16,508,552 (41.8%) 
 
The Palm Beach Capital Defendants stood to lose the most from a failed IPO. Upon the 

consummation of the IPO, the Palm Beach Capital Defendants’ direct ownership of the Company’s 

equity ballooned to 41.8% from 7.2% with the automatic conversion and exercise of Series A 

Preferred Stock, warrants and a senior note. 

39. Once the Inside Director Defendants and the Palm Beach Capital Defendants learned 

that demand by the public for shares of DDMG remained extremely weak, inside director 

defendants Jonathan Teaford and John Textor personally agreed to purchase a significant portion 

of the shares offered in the IPO in order to make it appear that the closest insiders with knowledge 

of the Company’s prospects were subscribing to 25% of the offering. This purchase not only 

avoided the need to price the stock lower for the offering, but continued to artificially inflate the 

price of DDMG’s stock in the aftermarket. 

40. To affect this plan, inside director defendants Jonathan Teaford and John Textor first 

announced their intentions to participate in the IPO to the public on November 18, 2011. On the 

same date, the size of the IPO was fixed and the underwriters’ obligations to underwrite the IPO 
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became firm. That announcement appeared in a free writing prospectus (“FWP”) that DDMG filed 

with the SEC and stated, in relevant part, the following: 

John C. Textor, who is our Chief Executive Officer and the Chairman of our Board 
of Directors, Jonathan Teaford, who is our Chief Financial Officer and a member of 
our Board of Directors, and their affiliated entities have indicated an interest in 
purchasing an aggregate of up to approximately $10.5 million in shares of 
common stock in this offering at the initial public offering price. Based on the 
initial public offering price of $8.50 per share, these shareholders would purchase 
up to approximately 1,235,294 of the 4,920,000 shares in this offering. 
 

(emphasis added). As the FWP states, inside director defendant Jonathan Teaford also participated 

in the IPO by purchasing 58,825 shares at an aggregate purchase price of $500,012.50. 

41. On November 22, 2011, when trading commenced, inside director defendant John 

Textor entered into an undisclosed loan agreement (the “Loan Agreement”) with defendant PBC 

Digital Holdings II, LLC and the following non-parties: the Thomas J. Morrison Article IX A Trust 

dated 12/10/2002, the Thomas J. Morrison Trust dated 1/11/76, Glenmore Enterprise, Inc., and 

Carlos Morrison (collectively, the “Non-party Lenders”). Pursuant to the undisclosed Loan 

Agreement, PBC Digital Holdings II and the Non-party Lenders lent John Textor the amount 

needed to facilitate his participation in the IPO ($10,000,003.00), plus an additional amount to 

cover transaction expenses ($86,298.50), for an aggregate amount of $10,086,301.50. The Non-

party Lenders contributed $500,000.00 each, with PBC Digital Holdings II contributing the 

balance. The Loan Agreement was secured by a Security and Pledge Agreement entered into 

between defendants John and Deborah Textor and the Palm Beach Capital Defendants. 

42. In documents filed with the SEC on November 22, 2011, inside director defendant 

John Textor reported his purchase of 1,176,471 shares of DDMG common stock at an aggregate 

purchase price of $10,000,003.50. The existence of the Loan Agreement and the terms and 

conditions therein were not disclosed until August 29, 2012, more than ten months after the IPO, 
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and more than two months after Plaintiffs made their purchases, as set forth herein. The Security 

and Pledge Agreement was not disclosed until October 11, 2012 and Plaintiffs were not aware that 

a default in the loan by inside director defendant Textor could result in the pledged shares being 

sold by the lender. Such a large sale of DDMG stock could drive down the price of DDMG’s stock 

and cause Plaintiffs’ shares to be worth far less. 

43. After the underwriters’ discount and expenses, the net proceeds to DDMG from the 

IPO were approximately $33.4 million. Shares of DDMG common stock began trading on 

November 22, 2011 at $6.65 and closed at $7.49, which was also the high trading price for the day. 

44. Defendants’ wrongful conduct led investors to believe that inside director defendant 

John Textor, then-CEO, invested an additional $10 million of his own money in DDMG because 

he believed it was a good investment. By concealing the true purposes of the transaction and the 

existence of the Loan Agreement, Defendants were able to conceal DDMG’s dire liquidity 

condition from investors. 

45. Had Defendants disclosed the terms of the Loan Agreement, they would also have 

revealed that inside director defendant John Textor and the Palm Beach Capital Defendants valued 

DDMG common stock at a price far below the IPO price and, thus, that an investment in DDMG 

common stock was much riskier than indicated by the IPO price. The loan was secured with the 

8,461,617 shares of DDMG stock that defendants John and Deborah Textor owned (more than 

seven times the 1,176,471 shares ultimately purchased by inside defendant John Textor in the 

transaction). Thus, the shares were valued by inside director defendant John Textor and the Palm 

Beach Capital Defendants for the purposes of the Loan Agreement at little more than $1.00 per 

share, a fraction of the IPO price of $8.50 per share. 
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46. Other terms of the undisclosed Loan Agreement between inside director defendant 

John Textor and the Palm Beach Capital Defendants also would have indicated that the 8,461,617 

shares of DDMG common stock defendants John and Deborah Textor pledged as security were 

considered essentially worthless. As additional security for the $10 million loan, defendants John 

and Deborah Textor granted the Palm Beach Capital Defendants and the Non-party Lenders 

interests in two residences that defendants John and Deborah Textor owned free-and-clear in 

Colorado and Florida, which they recently had purchased for $10,250,000. Defendants John and 

Deborah Textor had purchased the Colorado property for $6,750,000 on July 2, 2009. Through a 

company inside director defendant John Textor controls, defendants John and Deborah Textor also 

had purchased the Florida property for $3,500,000 on April 4, 2011. The fact that the Colorado and 

Florida Properties were purchased for and, thus, had a market value of approximately the amount 

of the $10 million loan, suggests that, despite pledging the shares of DDMG, defendants John and 

Deborah Textor’s personal real estate was the only asset of real value securing the loan. 

47. Additional terms of the Loan Agreement, had they been disclosed, would have 

likewise revealed to Plaintiffs how risky an investment in DDMG truly was. At a time when 

interest rates were generally low, inside director defendant John Textor’s loan accrued interest at a 

rate of 8% per annum for the first ninety days; 10% per annum for the next sixty days; and 12% 

thereafter. In the event of a default, the interest rate would increase to 19% and, for late payments, 

a charge of 5% of the past due amount would be owed. 

48. Defendants also concealed the following other agreements and transactions that related 

to the Loan Agreement, the disclosure of which would have revealed the true nature of inside 

director defendant John Textor’s participation in the IPO and the terms of the Loan Agreement: 
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a. John and Deborah Textor’s personal guaranty of the loan as 
reflected in an undisclosed Pledge and Security Agreement, dated November 22, 
2011 (the “Pledge and Security Agreement”), which they entered into with non-
party PBC JT, LLC, acting as administrative agent for PBC Digital Holdings II, 
LLC, and the Non-party Lenders. The Security Agreement was not disclosed until 
October 11, 2012, long after June 7, 2012 when Plaintiffs participated in the PIPE 
Offering and entered into the Call Option Agreement. 
 

b. On March 30, 2012, inside director defendant John Textor made an 
aggregate repayment of $1,590,000 under the Loan Agreement (the “Repayment”), 
which amount was applied to interest and principal, still leaving a principal balance 
of $9,020,832.40 as of March 31, 2012. The Repayment was concealed until 
October 11, 2012. 

 
c. On April 13, 2012, defendants John and Deborah Textor entered 

into an Account Control Agreement with non-party UBS Financial Services, Inc. 
(“UBS”) and non-party PBC JT, LLC, pursuant to which their directly-owned 
equity stake in DDMG was deposited with UBS (the account in which such shares 
of common stock were deposited is referred to herein as the “Controlled Account”). 
Defendants also concealed from Plaintiffs and other purchasers of DDMG 
securities the deposit of defendants John and Deborah Textor’s equity stake in the 
Company with UBS until October 11, 2012. 
 

d. On May 3, 2012, inside director defendant John Textor, defendant 
PBC Digital Holdings II, LLC and the Non-party Lenders entered into the First 
Amendment to Loan Agreement (the “May Amendment”) pursuant to which the 
Palm Beach Capital Defendants loaned John Textor an additional $2.5 million, due 
and payable by June 4, 2012. The total amount borrowed by inside director 
defendant John Textor under the Loan Agreement and May Amendment amounted 
to $12,586,301.50, as follows: 

 
Lender Amount 

PBC Digital Holdings II, LLC $10,586,301.50 

Thomas J. Morrison Article IX A Trust Dated 12/10/2002 $500,000.00 

Thomas J. Morrison Trust Dated 1/11/76 $500,000.00 

Glenmore Enterprises, Inc. $500,000.00 

Carlos C. Morrison $500,000.00 
 

Defendants were aware of but failed to disclose to Plaintiffs the May Amendment 
and defendant John Textor’s increasingly insurmountable financial obligations. The 
May Amendment was not disclosed until October 11, 2012. Nor was the fact that 
inside director defendant John Textor’s shares were pledged and could be sold by 
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the lender in the event of a default under the loan agreement thus causing the price 
of DDMG’s stock to fall in value. 
 
49. On October 11, 2012, it was revealed that inside director defendant John Textor 

defaulted under his loan obligations as of August 31, 2012. At the time of his default, 

$10,252,665.83 was outstanding (inclusive of accrued and unpaid interest) and became 

immediately due and owing.  

The Inside Director Defendants Affirmatively Misrepresented  
DDMG’s Ability to Meet its Cash Needs in 2012 and the Outside Director Defendants 

Wrongfully Acquiesced and Approved the Making of Such False Statements 
 

50. From November 18, 2011 to May 15, 2011, the Inside Director Defendants 

affirmatively misled Plaintiffs by making numerous false statements of material fact or by omitting 

material facts necessary to make what was represented not misleading. Specifically, the Inside 

Director Defendants falsely stated that DDMG had sufficient sources of liquidity to fund its 

operations through all of 2012 and into 2013, as follows: 

a. On November 18, 2011, DDMG filed the FWP. It states that it 
“should be read together with the preliminary prospectus dated 
November 10, 2011 relating to the [IPO],” which was signed by inside director 
defendants Jonathan Teaford and John Textor. The FWP falsely states the 
following: “We expect that the net proceeds from this offering and our existing 
cash and cash equivalents, in conjunction with other anticipated sources of 
revenue, will be sufficient to fund our operations and capital requirements, 
including payment obligations under our outstanding debt, for the next 12 to 24 
months.” 

 
b. On December 22, 2011, DDMG filed its Q3 2011 10-Q, which was 

signed by inside director defendants John Textor and Jonathan Teaford and falsely 
stated the following in “Management’s Discussion and Analysis of Financial 
Condition and Results of Operations” concerning the Company’s liquidity and 
capital resources: “We believe, based on our current operating plan, that our 
existing cash and cash equivalents and available borrowings under our credit 
facility will be sufficient to meet our anticipated cash needs for at least the next 
12 months.” 
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c. On March 30, 2012, DDMG filed its 2011 10-K signed by inside 
director defendants John Textor and John Nichols. The 2011 10-K falsely stated as 
a current statement of fact the following in “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” concerning the 
Company’s liquidity and capital resources: “As we continue to build our feature 
animated film, co-production and education lines of business, we believe we will 
enter into contracts for our traditional VFX and animation services to feature film 
and commercials clients which will adequately fund operations for those services 
and provide additional liquidity to support our newer lines of business. We also 
believe that through our revenues from those VFX and animation services 
contracts; through the re-financing of debt; and through co production 
arrangements for our animated feature film projects as described in ‘Financing 
and Co-Production Arrangements,’ we have sufficient sources of cash to support 
our operations in 2012.” 

 
d. On May 15, 2012, DDMG filed its 1Q 2012  10-Q signed by inside 

director defendants John Textor and John Nichols. As in the 2011 10-K, these 
inside director defendants falsely stated as a current statement of fact, in relevant 
part, the following in “Management’s Discussion and Analysis of Financial 
Condition and Results of Operations” concerning the Company’s liquidity and 
access to capital resources: “As we continue to build our feature animated film, 
co-production and education line of business, we believe we will enter into 
contracts for our traditional VFX and animation services to feature film and 
commercials clients which will adequately fund operations for those services and 
provide additional liquidity to support our newer lines of business. We also 
believe that through our revenues from those VFX and animation services 
contracts; through the refinancing of debt, and through co production 
arrangements for our animated feature film projects, we have sufficient sources 
of cash to support our operations in 2012.” 

 
The foregoing statements were false and misleading or omitted to state information that would 

have made such representations not misleading. The Inside Director Defendants knew or should 

have known at the relevant times that DDMG would most certainly experience a critical revenue 

shortfall in the weeks and months following June 7, 2012; that DDMG faced progressively more 

difficult obstacles to obtaining additional financing; and that DDMG was at a serious risk of 

experiencing a massive and acute liquidity failure. The Inside Director Defendants, nonetheless, 

acquiesced and approved the representations, which were reasonably relied upon by the Plaintiffs 

to their detriment. The outside director defendants knew or should have known that said 
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statements relating to DDMG’s liquidity were false but nevertheless said outside director 

defendants recklessly and negligently permitted and acquiesced in the inside director defendants 

making such false statements thus showing a lack of indifference or due care to the truthfulness 

of the representations that were being made to Plaintiffs. 

51. In addition, on June 5, 2012, Plaintiffs held a telephone conference with inside director 

defendants John Textor and Jonathan Teaford to discuss the rationale for the PIPE Offering, which 

was related in part to the extension of a major film contract. Inside Director Defendants John 

Textor and Jonathan Teaford stated that $8 million were due on a project with Warner Bros. 

Entertainment Inc. (“Warner Bros.”), but that the studio postponed release of the film by one 

month. In the interim, Warner Bros. asked DDMG do some additional work on the project, for 

which DDMG expect to bill an additional $1 million. Prior to the June 5, 2012 call with Plaintiffs, 

Warner Bros. paid DDMG $1.5 million of the $8 million owed. However, DDMG would not 

receive the balance until June 26, 2012. Plaintiffs asked, if the remaining $7.5 million was due just 

three weeks from the date of the call, why would the Company seeking financing. Inside Director 

Defendants John Textor and Jonathan Teaford made the following materially false and misleading 

statements in response: 

a. That the PIPE Offering would ensure that DDMG had sufficient 
cash to participate in any unanticipated opportunities in the short term and 
otherwise to support the growth of the business; 
 

b. that DDMG expected to be cash-flow positive in the third and 
fourth quarters of 2012 by virtue of restructuring cash-flow negative aspects of 
the business, a growing backlog of projects and certain existing projects, such as 
the Legend of Tembo, turning cash-flow through upfront and milestone payments; 
and 
 

c. that DDMG had received significant interest from institutions in a 
follow-on offering, which management believed would permit the Company to 
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raise additional equity capital in the range of $50 to $75 million in the second half 
of 2012 to fully fund future needs. 
 

The foregoing representations were false and misleading or omitted to state information that 

would have made such representations not misleading. Inside Director Defendants John Textor 

and Jonathan Teaford knew or should have known at the time of the June 5, 2012 conference call 

that DDMG was on the brink of experiencing a massive liquidity crisis and was desperate for 

cash. The outside director defendants knew or should have known that said statements relating to 

DDMG’s liquidity were false but nevertheless said outside director defendants recklessly and 

negligently permitted and acquiesced in the inside director defendants making such false 

statements thus showing a lack of indifference or due care to the truthfulness of the 

representations that were being made to Plaintiffs.   

52. The June 7, 2012 Securities Purchase Agreement underlying the PIPE Offering 

included numerous representations and warranties relating to DDMG’s financial well-being that 

also contained misrepresentations of material fact or omitted to state a material fact requiring to 

be stated therein or necessary in order to make the statements therein, in the light of the 

circumstances under which they were made, not misleading: 

a. Paragraph 3(k) falsely states that, “none of the SEC Documents 
[defined in the agreement to include all reports, schedules, forms, statements and 
other documents required to be filed by DDMG with the SEC pursuant to the 
reporting requirements of the 1934 Act]… contained any untrue statement of a 
material fact or omitted to state a material fact required to be stated therein[.]” 

 
b. Paragraph 3(k) falsely states further that, “No other information 

provided by or on behalf of the Company to any of the Buyers [defined in the 
agreement to include the Plaintiffs] which is not included in the SEC 
Documents… contains any untrue statement of a material fact or omits to state 
any material fact necessary in order to make the statements therein not 
misleading, in the light of the circumstance under which they are or were made.” 
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c. Paragraph 3(l) falsely states that, “Since the date of the Company’s 
most recent audited financial statements contained in a Form 10-K, there has been 
no material adverse change and no material adverse development in the business, 
assets, liabilities, properties, operations (including results thereof), condition 
(financial or otherwise) or prospects of the Company or any of its Subsidiaries 
that would reasonably be expected to result in a material adverse change.” 
 

d. Paragraph 3(l) falsely states further, that, “The Company and its 
Subsidiaries, individually and on a consolidated basis, are not as of the date 
hereof, and after giving effect to the transactions contemplated hereby to occur at 
the Closing, will not be Insolvent (as defined below). For purposes of this Section 
3(l), ‘Insolvent’ means, (I) with respect to the Company and its Subsidiaries, on a 
consolidated basis, (i) the present fair saleable value of the Company’s and its 
Subsidiaries’ assets is less than the amount required to pay the Company’s and its 
Subsidiaries’ total Indebtedness (as defined below), (ii) the Company and its 
Subsidiaries are unable to pay their debts and liabilities, subordinated, contingent 
or otherwise, as such debts and liabilities become absolute and matured or (iii) the 
Company and its Subsidiaries intend to incur or believe that they will incur debts 
that would be beyond their ability to pay as such debts mature; and (II) with 
respect to the Company and each Subsidiary, individually, (i) the present fair 
saleable value of the Company’s or such Subsidiary’s (as the case may be) assets 
is less than the amount required to pay its respective total Indebtedness, (ii) the 
Company or such Subsidiary (as the case may be) is unable to pay its respective 
debts and liabilities, subordinated, contingent or otherwise, as such debts and 
liabilities become absolute and matured or (iii) the Company or such Subsidiary 
(as the case may be) intends to incur or believes that it will incur debts that would 
be beyond its respective ability to pay as such debts mature.” 

 
e. Paragraph 3(l) falsely states further that, “Neither the Company nor 

any of its Subsidiaries has engaged in any business or in any transaction, and is 
not about to engage in any business or in any transaction, for which the 
Company’s or such Subsidiary’s remaining assets constitute unreasonably small 
capital.” 
 
f. Paragraph 3(m) falsely states that, “No event, liability, development or 
circumstance has occurred or exists or, to the Company’s knowledge, is 
reasonably expected to exist or occur with respect to the Company, any of its 
Subsidiaries or any of their respective businesses, properties, liabilities, prospects, 
operations (including results thereof) or condition (financial or otherwise), that (i) 
would be required to be disclosed by the Company under applicable securities 
laws on a registration statement on Form S-1 filed with the SEC relating to an 
issuance and sale by the Company of its Common Stock and which has not been 
publicly announced, (ii) could have a material adverse effect on any Buyer’s 
investment hereunder or (iii) could have a Material Adverse Effect.” 
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g. Paragraph 3(n) falsely states that, “the Company is not in violation of any 
of the rules, regulations or requirements of Principal Market [The New York 
Stock Exchange Inc.] and has no knowledge of any facts or circumstances that 
could reasonably lead to delisting or suspension of the Common Stock by the 
Principal Market in the foreseeable future.” 
 
h. Paragraph 3(q), which is entitled “Transactions With Affiliates,” falsely 
states that,  “None of the officers, directors or employees of the Company or any 
of its Subsidiaries is presently a party to any transaction with the Company or any 
of its Subsidiaries (other than for ordinary course services as employees, officers 
or directors), including any contract, agreement or other arrangement providing 
for the furnishing of services to or by, providing for rental of real or personal 
property to or from, or otherwise requiring payments to or from any such officer, 
director or employee or, to the knowledge of the Company or any of its 
Subsidiaries, any corporation, partnership, trust or other Person in which any such 
officer, director, or employee has a substantial interest or is an employee, officer, 
director, trustee or partner.” The agreement defines “Affiliate” broadly to include 
the Palm Beach Capital Defendants. 
 
i. Paragraph 3(s) falsely states that, “Neither the Company nor any of its 
Subsidiaries… is a party to any contract, agreement or instrument, the violation of 
which, or default under which, by the other party(ies) to such contract, agreement 
or instrument could reasonably be expected to result in a Material Adverse 
Effect.. [or] is a party to any contract, agreement or instrument relating to any 
Indebtedness, the performance of which, in the judgment of the Company’s 
officers, has or is expected to have a Material Adverse Effect.” 
 
j. Paragraph 3(ff) falsely states that, “neither the Company nor any of its 
Subsidiaries has, and, to the knowledge of the Company, no Person acting on their 
behalf has, directly or indirectly, (i) taken any action designed to cause or to result 
in the stabilization or manipulation of the price of any security of the Company or 
any of its Subsidiaries to facilitate the sale or resale of any of the Securities, (ii) 
sold, bid for, purchased, or paid any compensation for soliciting purchases of, any 
of the Securities, or (iii) paid or agreed to pay to any Person any compensation for 
soliciting another to purchase any other securities of the Company or any of its 
Subsidiaries.” 
 
k. Paragraph 3(ss) falsely states that, “All disclosure provided to the Buyers 
regarding the Company and its Subsidiaries, their businesses and the transactions 
contemplated hereby, including the schedules to this Agreement, furnished by or 
on behalf of the Company or any of its Subsidiaries is true and correct and does 
not contain any untrue statement of a material fact or omit to state any material 
fact necessary in order to make the statements made therein, in the light of the 
circumstances under which they were made, not misleading.” 
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l. Paragraph 3(ss) falsely states further that, “All of the written information 
furnished after the date hereof by or on behalf of the Company or any of its 
Subsidiaries to you pursuant to or in connection with this Agreement and the 
other Transaction Documents, taken as a whole, will be true and correct in all 
material respects as of the date on which such information is so provided and will 
not contain any untrue statement of a material fact or omit to state any material 
fact necessary in order to make the statements made therein, in the light of the 
circumstances under which they are made, not misleading.” 
 
m. Paragraph 3(ss) falsely states further that, “No event or circumstance has 
occurred or information exists with respect to the Company or any of its 
Subsidiaries or its or their business, properties, liabilities, prospects, operations 
(including results thereof) or conditions (financial or otherwise), which, under 
applicable law, rule or regulation, requires public disclosure at or before the date 
hereof or announcement by the Company but which has not been so publicly 
disclosed.” 
 
n. Paragraph 3(ss) falsely states further that, “All financial projections and 
forecasts that have been prepared by or on behalf of the Company or any of its 
Subsidiaries and made available to you have been prepared in good faith based 
upon reasonable assumptions and represented, at the time each such financial 
projection or forecast was delivered to you, the Company’s best estimate of future 
financial performance…” 
 

The foregoing representations were false and misleading or omitted to state information that 

would have made such representations not misleading. The Inside Director Defendants knew or 

should have known on June 7, 2012 that they had made numerous material false statements to 

the Plaintiffs regarding the ability of DDMG to fund its operations through the end of 2012 and 

concealed numerous other facts had necessary to make their false and misleading statements 

identified herein not false and misleading.  

53. The Outside Director Defendants, nonetheless, recklessly or negligently acquiesced 

and approved the false representations, which were reasonably relied upon by the Plaintiffs to 

their detriment.  

54. In addition, paragraph 3(tt) of the aforesaid Securities Purchase Agreement entered 

into by Plaintiffs states that DDMG falsely obtained written consent from the holders of a 
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majority of the outstanding voting securities of the Company believed to consist of defendants 

John and Deborah Textor, Jonathan Teaford and the Palm Beach Capital, who knew or should 

have known such statements to be false and misleading. The outside director defendants knew or 

should have known that said statements relating to DDMG’s liquidity were false but nevertheless 

said outside director defendants recklessly and negligently permitted and acquiesced in the inside 

director defendants making such false statements thus showing a lack of indifference or due care 

to the truthfulness of the representations that were being made to Plaintiffs. 

The Liquidity Failure 

55. DDMG’s financial condition was so dire that a massive liquidity crisis was inevitable. 

The Company experienced its first brush with collapse at least as early as June 30, 2012, following 

further delay of the Warner Bros. receivable, and needed emergency financing to fund payroll by 

August 16, 2012. As with the Company’s precarious liquidity condition in the months leading up 

to the liquidity failure, the Inside Director Defendants, the Auditor Defendant and the Palm Beach 

Capital Defendants concealed DDMG’s need for emergency financing from Plaintiffs and other 

purchasers of DDMG securities and said concealment was recklessly and negligently acquiesced 

and approved by the outside director defendants. 

56. As discussed further below, DDMG issued $35 million in senior secured convertible 

notes on May 6, 2012 subject to an “available cash” covenant, which required the Company to 

have a minimum amount of cash available on certain measurement dates. A little more than a 

month after Plaintiffs invested in DDMG, DDMG entered into the First Amendment Agreements 

with each of the note holders on July 12, 2012, effective as of June 30, 2012, changing the first 

measurement date from June 30, 2012 to July 2, 2012. The reason DDMG sought to change the 

initial measurement date was because it could not satisfy the covenant and, but for the amendment, 
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would have found itself in default. On June 7, 2012, the Director Defendants, the Auditor 

Defendant and the Palm Beach Capital Defendants knew or should have known that DDMG would 

likely require such extension in order to avoid a default on the convertible notes but failed to 

disclose that fact to the Plaintiffs. 

57. On July 18, 2012, DDMG obtained an extension of the maturity date on a $3 million 

dollar convertible note issued to non-party Legendary Pictures Funding, LLC (the “Legend Note”) 

on March 19, 2012. DDMG received the extension through an agreement with Warner Bros. that 

the Legend Note would be repaid once DDMG collected on its accounts receivable with Warner 

Bros. A close working relationship exists between Warner Bros. and Legendary Pictures Funding 

parent Legendary Pictures, LLC, which entered into a partnership with Warner Bros. in 2005 to co-

produce and co-finance forty films through 2013. On August 13, 2012, Legendary Pictures 

Funding terminated the Legend Note in exchange for $3.2 million receivable assignment and 

extension of Maturity Date until September 30, 2013, further impairing the ability of DDMG to 

turn cash-flow positive. The reason DDMG sought to change the maturity date was because it did 

not have enough cash to repay the note and, but for the agreement with Warner Bros. and later 

agreement with Legendary Pictures Funding, would have found itself in default. On June 7, 2012, 

the Director Defendants, the Auditor Defendant and the Palm Beach Capital Defendants knew or 

should have known that DDMG would likely require such extension in order to avoid a default on 

the Legend Note but deliberately or recklessly and negligently failed to disclose that fact to the 

Plaintiffs. 

58. Still unable to satisfy the “available cash” covenant in the senior secured convertible 

notes issued on May 6, 2012, DDMG entered into the Second Amendment Agreements on 

August 14, 2012, effective as of July 31, 2012, with each of the note holders changing the second 
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measurement date from July 31, 2012, to August 20, 2012. The reason DDMG sought to change 

the second measurement date was because it still could not satisfy the covenant and, but for the 

additional amendment, would have found itself in default. On June 7, 2012, the Director 

Defendants, the Auditor Defendant and the Palm Beach Capital Defendants knew or should have 

known that DDMG would likely require an additional extension in order to avoid a default on the 

convertible notes but deliberately or recklessly and negligently failed to disclose that fact to the 

Plaintiffs. 

59. On or about August 16, 2012, DDMG was forced to seek a $5 million loan from the 

Palm Beach Capital Defendants to fund payroll, an obligation for which the Company could not 

negotiate an extension and which had to be wired within hours to avoid a default in meeting 

payroll. The terms of the loan were disclosed on August 17, 2012, but the Director Defendants 

concealed the loan’s purpose and, in turn, continued to conceal the Company’s dire liquidity 

condition.  

60. Director Defendants also concealed the fact that the $5 million loan from the Palm 

Beach Capital Defendants did not resolve DDMG’s acute liquidity problems. On or about 

August 16, 2012, when DDMG received the loan from the Palm Beach Capital Defendants, the 

Company stopped paying vendors other than those that provided the essential supplies and services 

needed to keep basic customer projects moving forward. This information was also withheld from 

the public. 

61. The inevitable came to bear on September 11, 2012, when DDMG filed for 

bankruptcy. At the time, DDMG had only $40,000 in its bank account and, again, could not meet 

its payroll. Only by virtue of securing emergency debtor-in-possession financing, which the 
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Bankruptcy Court was reticent to grant and described as “unprecedented” and “extraordinary,” was 

DDMG able to pay its employees. 

The Cause of the Liquidity Failure 

62. The cause of the liquidity failure was twofold. First, DDMG experienced an 

undisclosed “gap in receivables” in its core business prior to the bankruptcy. Second, the break in 

positive cash flow occurred at a time when the Company was incurring expenses at a rate of 

approximately $800,000 per day as a result of its massive investments in the animated film and 

education businesses, neither of which were generating revenue or earnings.  

63. During a December 20, 2011 conference call with investors, inside director defendant 

John Textor explained that a gap in receivables may occur “if you finish a project and you don’t 

have another project immediately on its heels.” The result is “you can show an irregularly large 

cash burn in that particular quarter…” John Textor explained further that this phenomenon was 

characteristic of the visual effects business where the movie studios generally defer payment of up 

to 80% of a feature film contract until contract completion, so that “you’re basically… funding that 

film at the end.” However, John Textor wrongfully assured investors that DDMG was unlikely to 

experience such a gap because of its backlog of feature film projects and that, in any event, the 

Company could “manage” such a risk: 

Now in our case, look at our backlog. Our backlog as disclosed—and was that 
right at $218 million or $216 million? I’m sorry, I’m—So $216 million in total. 
But $180 million is in the backlog on feature film projects, which is more 
visibility than we’ve ever had in this business going forward. And that’s a 
combination of films that we’ve already contracted and those films that have been 
awarded to us that we expect to go to full contract… 
 
You might have a difficult quarter if you’ve got a gap where one is rolling off 
before deposit is received on the next, but that’s one of the benefits to being 
public and to having lines of credits and to being able to manage that over a 
multi-quarter period of time… 
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So, the timing doesn’t always work out, but we’re receiving more money than 
we’ve laid out. 
 

Inside Director Defendant John Textor’s statements were false and misleading. At the time of 

John Textor’s remarks in 2011, the Director Defendants, the Palm Beach Capital Defendants and 

the Auditor Defendant knew or in the exercise of due care should have known that the reported 

backlog of business was not likely to produce revenue in in the weeks and months leading up to 

its bankruptcy and that the obstacles DDMG faced in raising additional financing meant it was 

not able to manage that risk for even a single quarter. 

64. The visual effects projects awarded to DDMG were often multi-hundred-million-

dollar films, usually with external financing sources, that provided for payments based on specific 

milestones. As a result, the Director Defendants, the Palm Beach Capital Defendants and the 

Auditor Defendant knew or in the exercise of due care should have known well in advance whether 

DDMG was likely to face a gap in receivables, when the Company was likely to face such a gap 

and when the gap was likely to occur.  

65. On numerous occasions, inside director defendant John Textor stated that DDMG had 

“visibility” in its feature film business with respect to the timing of its receivables and future cash 

flows. For example, during the December 20, 2011 call with investors quoted above, John Textor 

stated that DDMG had “more visibility than we’ve ever had in this business going forward.” He 

echoed those remarks in a press released DDMG issued on the same day, which stated, in relevant 

part, the following:  

“Our third quarter financial results are in-line with estimates, representing a 
confirmation of the headline numbers that were previously disclosed during our 
recent IPO process,” said John Textor, CEO of Digital Domain Media Group. 
“We are also pleased to report that our revenue backlog of 2012/2013 film 
projects, combined with our recently announced strategic and technology-based 
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initiatives provide the company with a positive outlook and strong visibility well 
into 2013.” 
 

Likewise, on March 30, 2012, DDMG filed its annual results for 2011 in which John Textor 

stated that DDMG had “visibility into our future cash flows for contracts that have been signed 

and are in process.”  

66. As such, the Director Defendants, the Palm Beach Capital Defendants and the Auditor 

Defendant knew or in the exercise of due care should have known as early as November 18, 2011, 

when the Director Defendants falsely assured investors that DDMG had sufficient sources of cash 

to support its operations over the twelve to twenty-four months following the IPO, that the 

Company’s cash flow was likely to be flat or negative immediately after entering into the PIPE 

Offering and Call Option Agreements with Plaintiffs. At the very least, the Director Defendants 

and the Palm Beach Capital Defendants knew or in the exercise of due care should have known by 

June 7, 2012, when defendants John Textor and Jonathan Teaford told Plaintiffs DDMG would 

turn cash flow positive in the coming months, that the Company was one missed receivable away 

from collapse. Despite being necessary to stave off the impending liquidity crisis, the Securities 

Purchase Agreement underlying the PIPE Offering states only that the proceeds would be used for 

“general corporate purposes.” The Director Defendants and the Palm Beach Capital Defendants 

thus deliberately or recklessly and negligently concealed the true liquidity condition of the 

Company and purpose of the securities transactions from Plaintiffs leaving investors with a gross 

under-estimation of the acute liquidity risks faced by DDMG at the time of the IPO and thereafter. 

67. The liquidity crisis caused by the absence of positive cash flow from the feature film 

business was exacerbated by DDMG’s huge expenditures on the animated film and education 

businesses located in Florida: Tradition Studios, a 130,000-square-foot animated film studio; and 
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DDI, a 150,000-square-foot for-profit post-secondary educational institution established in 

partnership with FSU.  

68. DDMG formed Tradition Studios in July 2009 to focus on the development of original 

full-length, family-oriented CG animated feature films, the first of which was The Legend of 

Tembo announced on August 11, 2011. 

69. The Legend of Tembo was an extremely ambitious project and one not likely to lead to 

near-term revenue for DDMG. With a total budget of approximately $100 million, the Company’s 

plan had been to find a capital partner to share the responsibility for financing the production costs, 

yet DDMG was unable to secure one in the nearly thirty months the film had been in production. 

As of September 12, 2012, no partner had been identified. 

70. Tradition Studios spent approximately $13 million on The Legend of Tembo (twice 

what was budgeted for that stage of production) and had more than 300 employees on staff, 

although many of its employees were still trainees and went unutilized. Indeed, DDMG recorded 

millions in losses in 2011 and 2012 in unutilized labor expenses. The studio was still making offers 

of employment when it had no money to pay its existing employees.  

71. On August 15, 2012, inside director defendant John Textor stated that DDMG and 

Tradition Studios were cash-flow negative but that it would be cash-flow negative only in the short 

term: 

“It is important to recognize that the costs we incur in training new employees at 
our new animation feature film studio, Tradition Studios, are funded by grants we 
secured to fund our Florida expansion,” added Textor. “While we have received 
substantial grant proceeds, grant revenue is recognized over time while we 
recognize launch costs and operating costs currently. Thus, even with extremely 
favorable grant packages in hand, there is a negative impact on our results of 
operations in the short term. However, we will continue to recognize grant 
inflows long after these employees have become productive employees, resulting 
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in long-term profitability improvements associated with the recognition of grant 
revenue.” 
 

However, Tradition Studios was still not generating positive earnings before interest, taxes, 

depreciation and amortization (“EBITDA”) by the time DDMG declared bankruptcy. 

72. The other significant cost center in Florida was DDI, which DDMG founded in 

October 2010 in partnership with FSU. The purpose of the institute was to provide students with an 

opportunity to graduate with a fully accredited four-year Bachelor of Fine Arts degree while 

obtaining hands-on industry training. Although classes commenced in the second quarter of 2012 

and DDMG had plans to build another campus in Abu Dhabi, DDI was operating at a net loss up 

until the time of the bankruptcy and the Director Defendants and the Palm Beach Capital 

Defendants failed to disclose that they had no clear plan to make the business profitable. 

73. Between Tradition Studios and DDI alone, neither of which had ever generated 

positive EBITDA, DDMG was accruing more than $300,000 of wage costs per business day (the 

Company was accruing approximately $460,000 in wage costs per business day companywide), as 

well as significant other accruals related to maintaining the two state-of-the-art facilities 

constructed there. The Director Defendants and the Palm Beach Capital Defendants deliberately or 

in the exercise of due care failed to disclose that information, as well. 

74. The Director Defendants, the Palm Beach Capital Defendants and the Auditor 

Defendant knew or should have known as early as November 18, 2011, if not much earlier, that 

DDMG was dramatically cash-flow negative and that long before June 7, 2012, the date that 

Plaintiffs purchased their DDMG securities, the actual degree to which DDMG was losing money, 

as well as the probability that DDMG would never turn a profit. However, the Director 

Defendants, the Palm Beach Capital Defendants and the Auditor Defendant deliberately or 
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recklessly and negligently failed to disclose that information to Plaintiffs and other purchasers of 

the Company’s securities. 

Obstacles to Raising Financing 

75. Contrary to inside director defendants John Textor and Jonathan Teaford’s June 5, 

2012 statements to Plaintiffs, DDMG faced numerous undisclosed obstacles to raising new capital 

that ensured the Company would never be able to manage a gap in receivables in its feature film 

business. First, the Company was dramatically cash-flow-negative, as explained above, so its need 

for new capital was generally significant and acute throughout the relevant time period. Second, 

DDMG had a complicated capital structure that made the Company unattractive to investors in the 

equity markets or otherwise. In an earlier round of financing, DDMG issued debt that, under 

certain circumstances, could trigger an immediate and massive liability. Third, having expanded its 

visual effects business into education and other spaces unrelated to visual effects, the Company 

struggled to find investors interested in its highly unusual mix of businesses. 

76. With respect to its difficult capital structure, on May 6, 2012, DDMG entered into a 

securities purchase agreement with a group of institutional investors pursuant to which the 

Company issued and sold senior secured convertible notes due in 2017 in the aggregate original 

principal amount of $35 million and warrants to purchase up to 1,260,288 shares of the Company’s 

common stock for an aggregate purchase price of $35 million. 

77. The notes were subject to a feature that left DDMG unattractive to later investors. 

Specifically, the notes included certain covenants that required, among other things, that DDMG 

keep minimum amounts of “available cash” on hand measured as of each month end. A default for 

failure to satisfy that covenant or for any other reason triggered an acceleration of the Company’s 

obligation to repay the notes with interest, as well as obligations to pay a “Redemption Premium” 
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equal to 115% of the amount due under the notes and a “Make-Whole” penalty equal to the 

amount of interest that, but for the default, would have accrued under the notes. Because an event 

of default also increased the rate at which the notes accrued interest from 9% to 15% per annum, 

the “Make-Whole” penalty alone amounted to an additional approximately $25 million. This 

onerous feature of the notes meant that any covenant default would likely threaten DDMG’s ability 

to survive as an ongoing entity. 

78. Predictably, the notes DDMG issued on May 6, 2012 were a factor that caused DDMG 

to file for bankruptcy. On August 21, 2012, just days after securing the $5 million loan from the 

Palm Beach Capital Defendants to make payroll, the note holders notified the Company in writing 

that the notes were in default, because DDMG had failed to satisfy the terms of the “available 

cash” covenant as of August 20, 2012 resulting in an immediate liability of over $70 million.  

79. At the time DDMG issued the May 6, 2012 notes,  the Director Defendants and the 

Palm Beach Capital Defendants knew or should have known, but failed to disclose, that this feature 

of the senior secured convertible notes was likely to be triggered, because they knew as early as 

November 18, 2011 that DDMG was likely to experience flat or negative cash flow in or around 

August 2012 and that sources of new financing were increasingly limited. 

80. The third obstacle to obtaining new capital was DDMG’s diversification. During a 

July 18, 2012 call with investors after Plaintiffs had already purchased their DDMG securities, 

inside director defendant John Textor disclosed that the Company was having trouble raising 

capital as a result of its diversity of assets and that, only by splitting up the business, could the 

Director Defendants and the Palm Beach Capital Defendants attract the capital needed to fund 

operations. Defendant John Textor stated the following during the call: 

Why would we consider pursuing strategic alternatives?  
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Well the logic of this business is that we have this very successful—creatively and 
technically successful—visual effects company that is a leader in an industry that’s 
relatively small but it has a big sort of universal appeal. That’s visual effects for 
feature films and dynamic visual effect applications for commercials. That business 
is probably more valuable in generating opportunities around it than directly within 
it. So, we chose to use the visual effects business to make other things happen—to 
launch a Pixar-like animation studio down in Florida funded by our significant 
amount of grants; the $80 million dollar initial package and then grants we received 
in addition to that.  
 
We used that business to launch a college in partnership with Florida State that 
Florida State is effectively running and we’re the first for-profit college that we’re 
aware of in the United States that has the support of the Department of Education 
and offers a major university degree in a dual-enrollment program. And so that’s a 
powerful thing for those of you that follow the for-profit, private education space.  
 
We also used the visual effects business to launch a co-production business where 
we’re now a thirty-seven-and-a-half percent owner of a significant film property, 
really originally a book property, called Ender’s Game.  
 
And we also used the visual effects business to launch Tupac and Elvis and the 
virtual performer business. 
 
So, the logic of the business is that it is a fabric of businesses that all are driven in 
some way by our visual effects digital studio and they in some ways are inspired by 
it and in other ways they rely on it.  
 
So, that’s the great news. The bad news is that sometimes when you get into 
discussions with investors whether privately or publicly—they’re private equity 
folks or they’re funds—they like what we’re doing. They’re impressed with what 
we’re doing. They get what we’re doing… But when you sit down with a public 
investor to talk about that they may say, “Look, that’s incredible. I really love it. 
But, you know what? I don’t want to invest in movies. I’m not a film investor. I 
love them. I watch them. But I don’t do that.” 
 
Conversely, I’ve had meetings with some of the top institutional investors in this 
country that ask for multiple meetings… But they’ll say, “Look, I think that it’s 
really neat that you’re doing the education thing. I’d love my kid to go there. But I 
don’t do that”—right?—“I don’t really understand that. Somebody is going to have 
to tell me how to model that.” 
 
So, I think one of the problems that we face in trying to get the sum of the parts to 
translate into the value of the stock is that it’s not just perception, it’s functionally 
true that people want to pay for and invest in and support with capital or strategic 
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partner support the business that they’re in. If they’re in education, they don’t 
want us to drag them into film. If they’re in film, they don’t want us to drag them 
into military simulations. 
 
So, part of our pursuit of strategic alternatives is to really hardwire a respect for the 
valuation of this company by properly aligning the individual business segments 
with strategic partners that care about those segments and drive those segments and 
properly aligning those segments with capital  that feels the same way.  
 

The Director Defendants, the Palm Beach Capital Defendants and the Auditor Defendant knew or 

in the exercise of reasonable care should have known on November 18, 2011, when the Company 

was preparing to go public, that DDMG’s diversity of assets would be an obstacle to raising 

financing. Indeed, inside director defendant John Textor reportedly stated after DDMG filed for 

bankruptcy that, “I wish we never went public. We’re a very confusing story as a public 

company.” Yet, Director Defendants deliberately or recklessly and negligently concealed from 

Plaintiffs the fact that the diversity of DDMG assets was an obstacle to obtaining new financing for 

the Company. 

81. On August 1, 2012, DDMG formally announced its plans to evaluate strategic and 

financial alternatives, including the sale of the Company’s assets: 

The company is formally announcing its plans to evaluate a broad range of 
strategic and financial alternatives to support the company’s growth initiatives 
and its efforts to maximize shareholder value… 
 
The company will evaluate a variety of alternatives including, but not limited 
to, a strategic minority investment in the company or in a specific business 
segment, joint ventures and/or business combinations with strategic partners 
and industry participants, the sale or spin-off of certain of the company’s assets 
or operating subsidiaries into publicly traded or privately held corporations, the 
outright sale of certain of the company’s assets or operating subsidiaries, or 
the outright sale of the company… 
 
[I]t does seem clear that a plan to align capital and strategic partnerships 
directly with areas of interest and expertise will be more effective in 
supporting the growth and value of our individual businesses.” 
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The Director Defendants, the Palm Beach Capital Defendants and the Auditor Defendant knew or 

in the exercise of reasonable care should have known long before Plaintiffs purchased DDMG 

securities that DDMG would have to seek strategic and financial alternatives in or around August 

2012 due to its dire liquidity condition. These defendants should have but deliberately or recklessly 

and negligently failed to disclosed to Plaintiffs and other investors the probability that DDMG 

would have to seek such alternatives. 

82. The difficulties DDMG faced as a result of the unusual diversification of its business 

is material information that should have been disclosed to Plaintiffs for the additional reason that it 

would have indicated to Plaintiffs that, in the event of a bankruptcy, a sale of assets would leave 

little or nothing for equity holders and such a result was more likely than not. The Director 

Defendants, the Palm Beach Capital Defendants and the Auditor Defendant knew or in the exercise 

of due care should have known, yet deliberately or recklessly and negligently failed to disclose, 

that a sale of assets to satisfy creditors was most likely before the end of 2012. 

83. The Director Defendants’ assurances that DDMG had sufficient cash and available 

borrowings to support its operations through 2012 and into 2013 and that Company was likely to 

turn cash-flow positive in the latter half of 2012 were materially false and misleading. The Director 

Defendants, the Palm Beach Capital Defendants and the Auditor Defendant knew or should have 

known as early as November 18, 2011, when misrepresentations were first made to the investing 

public, and certainly long before June 7, 2012, when Plaintiffs actually participated in the PIPE 

Offering and entered into the Call Option Agreements, that DDMG’s liquidity crisis was much 

more critical than had been disclosed to investors. The Director Defendants, the Palm Beach 

Capital Defendants and the Auditor Defendant nonetheless deliberately or recklessly and 

negligently continued to misrepresent DDMG’s liquidity by affirmative misrepresentations and by 
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omission of material facts necessary to reasonably assess the true risk of an investment in the 

Company. 

Knowing DDMG Was In Crisis, the Palm Beach Capital Defendants 
Fraudulently Induced Plaintiffs to Participate in the PIPE Offering 

 
84. In furtherance of the Director Defendants’ fraud described above, the Palm Beach 

Capital Defendants granted call options to the PIPE Offering participants, including Plaintiffs, as 

an inducement to invest in DDMG. The Palm Beach Capital Defendants wrongfully withheld 

information from Plaintiffs concerning the Company’s liquidity risk. In addition, the Palm Beach 

Capital Defendants affirmatively misled Plaintiffs by setting an artificially inflated strike price for 

the call options. As explained herein, the Palm Beach Capital Defendants knew or in the exercise 

of reasonable care should have known that but deliberately or recklessly and negligently failed to 

disclose that the Company’s stock was essentially worthless. 

85. The reason the Palm Beach Capital Defendants entered into the Call Option 

Agreement with Plaintiffs on June 7, 2012 was because, as at the time of the IPO, the Palm Beach 

Capital Defendants still had a great deal to lose if DDMG failed to raise the additional cash needed 

to fund its operations. The Palm Beach Capital Defendants beneficially owned, in the aggregate, 

16,497,383 shares of the Company’s common stock, or approximately 39.6% of shares 

outstanding: 

Beneficial Owner Amount of 
Shares 

Percentage of Shares 
Outstanding 

PBC Digital Holdings, LLC 8,038,340 19.3% 

PBC MGPEF DDH, LLC 4,734,575 11.4% 

PBC Digital Holdings II, LLC 3,054,057 7.3% 

PBC DDH Warrants, LLC 670,411 1.6% 
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86. Pursuant to the Call Option Agreements, the Palm Beach Capital Defendants granted 

Plaintiffs and the other PIPE Offering participants options to purchase 2,200,000 shares of DDMG 

common held by the Palm Beach Capital Defendants at an exercise price of $4.25 per share, with 

roughly half of the options expiring six months after the underlying shares had been registered by 

DDMG and the other after twelve months.  

87. The Palm Beach Capital Defendants knew or should have known but deliberately or 

recklessly and negligently failed to disclose the numerous material facts necessary to correct the 

Director Defendants’ materially false and misleading statements regarding the Company’s liquidity 

condition. 

88. In addition, the strike price of $4.25 offered by the Palm Beach Capital Defendants 

was artificially inflated and was itself an affirmative misrepresentation of DDMG’s financial 

condition at that time. For the reasons stated herein, defendants John Textor and the Palm Beach 

Capital Defendants attached little value to DDMG common stock and the Palm Beach Capital 

Defendants knew or in the exercise of reasonable care should have known that the Company was at 

imminent risk of entering bankruptcy.  

Additional Allegations Showing that the Palm Beach Capital Defendants 
Knew or Should Have Known the Dire Financial Condition of DDMG on June 7, 2012 

 
89. Given the  Palm Beach Capital Defendants’ long relationship with DDMG and their 

participation in the non-disclosed scheme surrounding defendant John Textor’s $10 million loan on 

November 22, 2011, the Palm Beach Capital Defendants had access to non-public information 

concerning the dire financial condition of DDMG in 2012. The Palm Beach Capital Defendants 

sold call options to Plaintiffs and participated in DDMG’s sale of stock to Plaintiffs as an insider 

with undisclosed inside information. 
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90. In addition, on November 24, 2010, the Palm Beach Capital Defendants entered into 

an Amended and Restated Management and Consulting Agreement with DDMG. Under the terms 

of that agreement, the Palm Beach Capital Defendants agreed to provide “management, consulting 

and financial services” to the Company. Such services were to be rendered with respect to “all 

aspects of the operations, planning and financing of” DDMG, including financing transactions. The 

Consulting Agreement specifically contemplates that the Palm Beach Capital Defendants were to 

be provided with confidential information in their capacity as consultants. For these services, the 

Palm Beach Capital Defendants were to be paid $15,715 per month. 

91. As further evidence that the Palm Beach Capital Defendants knew or in the exercise of 

reasonable care should have known the true financial condition of the Company and, thus, were 

insiders, numerous lending agreements by and between the Palm Beach Capital Defendants and 

DDMG provided the Palm Beach Capital Defendants with a contractual right to access the 

Company’s books and records. For example, a November 24, 2010 Amended and Restated 

Convertible Note and Warrant Purchase Agreement provided the Palm Beach Capital Defendants 

the following rights: 

4.5 Due Diligence; Opportunity to Question. Each of PBC DH and PBC 
Macquarie had an opportunity to ask questions of and receive answers from the 
Company and its Subsidiaries, or a person or persons acting on its behalf, 
concerning the terms and conditions of the investment in the Amended and 
Restated PBC Convertible Note (with respect to PBC DH), the Macquarie 
Convertible Note (with respect to PBC Macquarie), the Warrants or Warrant Stock, 
as well as the affairs of the Company and its Subsidiaries, and related matters. The 
Company and its Subsidiaries have provided each of PBC DH and PBC Macquarie 
with an adequate opportunity to review all material documents, records and books 
of the Company and its Subsidiaries. Each of PBC DH and PBC Macquarie 
acknowledges that no representations or warranties of any type or description have 
been made to it by any Person with regard to the Company, any of its respective 
businesses, properties or prospects or the investment contemplated herein, other 
than the representations and warranties set forth in this Agreement, the Other 
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Agreements and any collateral or ancillary loan documents, certificates, instruments 
executed or delivered in connection therewith. 
 
92. Similarly, DDMG was required to report detailed financial information to the  Palm 

Beach Capital Defendants under certain lending agreements that existed between them. For 

example, a December 30, 2010 Convertible Note and Warrant Purchase Agreement required 

DDMG to provide the Palm Beach Capital Defendants financial statements on monthly, quarterly 

and annual basis, as well as monthly budgets and business plans: 

7.4 Financial Reporting. The Company shall maintain a system of accounting 
established and administered in accordance with GAAP, shall keep full and 
complete financial records, and will furnish to the Purchaser the following reports: 
 
(a) As soon as available and in any event within forty five (45) days after the end of 
each month, unaudited consolidated balance sheets of the Company and each of its 
Subsidiaries as of the end of such month and consolidated statements of income and 
of sources and applications of funds of the Company and each of its Subsidiaries 
for each such quarter, and for the current fiscal year to date, prepared in accordance 
with GAAP, all in reasonable detail, in U.S. Dollars. 
 
(b) Within forty five (45) days of each calendar quarter ending March 31, June 30, 
and September 30, unaudited consolidated balance sheets of the Company and each 
of its Subsidiaries as at the end of each such quarter, and consolidated statements of 
income and of sources and applications of funds of the Company and each of its 
Subsidiaries for each such quarter, and for the current fiscal year to date, prepared 
in accordance with GAAP, all in reasonable detail, in U.S. Dollars. 
 
(c) Within one hundred and twenty (120) days of the end of each fiscal year, 
audited consolidated balance sheets of the Company and each of its Subsidiaries as 
at the end of such fiscal year, and consolidated statements of income and of sources 
and application of funds of the Company and each of its Subsidiaries for such year, 
prepared in accordance with GAAP and setting forth in each case in comparative 
form the financial statements for the previous fiscal year, all in reasonable detail, 
certified by independent public accountants of the Company in U.S. Dollars. 
 
(d) As soon as practicable, but in any event at least thirty (30) days prior to the end 
of each fiscal year, a budget and business plan for the Company and its Subsidiaries 
for the next fiscal year, prepared on a monthly basis, including balance sheets and 
sources and applications of funds statements for such months and, as soon as 
prepared, any other budgets or revised budgets prepared by the Company. 
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93. The November 24, 2010 Amended and Restated Convertible Note and Warrant 

Purchase Agreement, referenced above, also granted the Palm Beach Capital Defendants the right 

to appoint one person to the DDMG Board of Directors, a right which it exercised on 

August 14, 2012. The Palm Beach Capital Defendants appointed defendant John Nichols as its 

designated representative on the Board obligating him to, among other things, “regularly share 

confidential information about the Company with [Palm Beach Capital]”: 

a. You will perform your directorial functions with a view to 
representing the interests of the PBC Parties; 

 
b. You will regularly share confidential information about the 

Company with the PBC Parties (as requested by such PBC Parties); 
 
c. You acknowledge that the PBC Parties’ relationship with you will 

influence your decisions as the Investor Director; and 
 
d. You will consult with the PBC Parties before taking any position at 

any board meetings of the Company. 
 

94. As a result of the foregoing, the Palm Beach Capital Defendants knew or in the 

exercise of reasonable care should have known that the Director Defendants’ statements 

concerning the financial condition of DDMG and the unqualified audit opinions provided by the 

Auditor Defendant were false and misleading. Furthermore, the Palm Beach Capital Defendants 

knew or in the exercise of reasonable care should have known that, by setting an inflated strike 

price in connection with the Call Option Agreements, they were affirmatively misleading Plaintiffs 

concerning the short-term viability of the Company and joining in on the Director Defendants’ 

fraud.  

Allegations Pertaining to the Auditor Defendant 
 

95. For the years 2005 through 2008, DDMG received auditing and accounting services 

from “Big Four” accounting firms, including PricewaterhouseCoopers LLP and Deloitte & 
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Touche LLP. During that time, every audit opinion DDMG received was subject to a going 

concern qualification. For example, on June 10, 2009, Deloitte delivered an audit opinion based on 

its review of the consolidated balance sheets of DDMG and its subsidiaries as of 

December 31, 2007 and 2008, qualified with the statement that certain financial conditions of the 

Company “raise substantial doubt about the Company’s ability to continue as a going concern.” 

The Director Defendants, the Palm Beach Capital Defendants and the Auditor Defendant knew but 

failed to disclose to the Plaintiffs that DDMG had received consecutive qualified audit opinions 

from 2005 through 2008, although the results of the 2008 audit conducted by Deloitte were 

referenced in the Prospectus. 

96. However, for the years 2009 through 2011, DDMG received auditing and accounting 

services from the Auditor Defendant. During that time and despite the persistence of the financial 

conditions causing Deloitte to issue a qualified audit opinion in 2008, every audit opinion DDMG 

received from the Auditor Defendant was unqualified. The Auditor Defendant expressed no doubt 

about the ability of DDMG to continue as a going concern, despite the Company continuing to 

incur net losses, record negligible cash flows from operating activities, record a stockholders’ 

deficit and undertake an increasingly heavy debt burden. The audit opinions issued by the Auditor 

Defendant should have been qualified for the same or similar reasons that caused Deloitte and PwC 

to doubt the ability of DDMG to continue as a going concern.  

97. The applicable auditing standards governing the issuance of such audit opinions 

imposed on the Auditor Defendant a responsibility to evaluate whether substantial doubt existed 

about the ability of DDMG to continue as a going concern for a reasonable period of time, not to 

exceed one year beyond the date of the financial statements being audited. In connection with such 

evaluation, the Auditor Defendant was required to consider whether the results of its procedures in 
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planning, gathering audit evidence and completing the audit revealed conditions and events that, 

when considered in the aggregate, indicate there could be a substantial doubt about the ability of 

DDMG to continue as a going concern. Such conditions and events that may raise doubt about the 

ability of DDMG to continue as a going concern are as follows: (1) negative trends, including 

recurring operating losses, working capital deficiencies, negative cash flows from operating 

activities and adverse key financial ratios; (2) other indications of possible financial difficulties, 

including default on loan or similar agreements, denial of usual trade credit from suppliers, 

restructuring of debt and the need to seek new sources or methods of financing or to dispose of 

substantial assets; and (3) internal matters, including labor difficulties, substantial dependence on 

the success of a particular project, uneconomic long-term commitments and the need to 

significantly revise operations. Where an auditor believes there is substantial doubt about the 

ability of an entity to continue as a going concern for a reasonable period of time, the accounting 

standards require the auditor to take the additional steps of obtaining information about 

management's plans that are intended to mitigate the effect of such conditions or events and assess 

the likelihood that such plans can be effectively implemented. Auditors concluding that the plans 

of management to mitigate the effect of such conditions or events cannot be effectively 

implemented must include an explanatory paragraph in its audit report to reflect the conclusion. 

98. The conditions and events that should have raised doubt about the ability of DDMG to 

continue as a going concern existed here and were known or should have been known to the 

Auditor Defendant but were . DDMG experienced operating income (EBIT) losses for every year 

from 2007 through 2011, except for 2009 when it acquired a majority ownership stake in another 

business (the resulting entity is referred to as the “Successor” in DDMG filings with the SEC): 
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 ---------------- Predecessor ---------------- ----------------- Successor ----------------- 

 

For the 
Year 

Ended 
December 
31, 2007 

For the 
Year 

Ended 
December 
31, 2008 

For the 
Nine 

Months 
Ended 

September 
30, 2009 

For the 
Period 

January 7 
through 

December 
31, 2009 

For the 
Year 

Ended 
December 
31, 2010 

For the 
Year 

Ended 
December 
31, 2011 

Operating 
(loss) 

Income 
(5,820) (24,558) (12,280) 3,076 (14,458) (75,109) 

 
In 2011, DDMG experienced operating income losses more than three times greater than in any 

other year since 2007. The EBITDA amounts reported by DDMG were highly variable, declining 

by almost $35 million in 2011: 

 -------------------------- Predecessor -------------------------- --- Successor --- 

 
For the Year 

Ended December 
31, 2011 

For the Year 
Ended December 

31, 2010 

For the Period 
from January 7 

though December 
31, 2009 

For the Nine 
Months Ended 
September 30, 

2009 
Adjusted 
EBITDA (22,284) 11,485 9,983 (3,125) 

 
In addition, DDMG reported a deficit in working capital of $18.8 million and a $140.7 million loss 

attributable to common stockholders as of December 31, 2011. DDMG reported also that, after the 

automatic conversion of debt and warrants exercisable upon the completion of the IPO, the 

Company still owed $27.4 million, of which $19.4 million was due on September 30, 2012.  

99. Based on information obtained in connection with its audit, the Auditor Defendant had 

or should have had reason to doubt the ability of DDMG to continue as a going concern; should 

have but failed to obtain information about the plans of DDMG management intended to mitigate 

the effect of such conditions or events; should have but failed to assess the likelihood that any such 

plans could have been effectively implemented; and should have but failed to qualify the its audit 

opinion for the year ended 2011 and dated March 30, 2012. The unqualified audit opinion the 
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Auditor Defendants provided DDMG for 2010 and 2011 were false and misleading because the 

Auditor Defendants knew or in the exercise of reasonable care as an auditor should have known 

that the liquidity condition of DDMG was extremely precarious and that substantial reason did 

exist to doubt its ability to continue as a going concern over the following twelve months. 

100. The Auditor Defendant knew or in the exercise of reasonable care as an auditor should 

have known that DDMG was dependent on an uninterrupted flow of fresh capital and that 

providing an unqualified audit opinion would be instrumental in the ability of DDMG to obtain 

such financing. In fact, the improper unqualified opinion DDMG received from the Auditor 

Defendant for 2009 was issued on July 15, 2010, just two and a half months before securing $35 

million in cash, land and low-interest financing from the City of West Palm Beach, Florida. The 

improper unqualified opinion DDMG received for 2010 was issued on May 13, 2011 and 

incorporated in the November 18, 2011 Prospectus. The proceeds of the IPO were nearly $40 

million. Although the Auditor Defendant received only $372,875 in audit fees for its work in 2010, 

the auditor received more than $2.1 million in fees for its work in 2011, when the IPO was 

completed. The unqualified opinion DDMG received for 2011 was issued on March 30, 2012, just 

prior to the May 6, 2012 issuance of $35 million in senior secured convertible notes and the June 7, 

2012 PIPE Offering, which raised an additional $10.5 million from Plaintiffs and other investors. 

101. The Plaintiffs reasonably relied on the false and misleading unqualified DDMG audit 

opinion for 2011 provided by the Auditor Defendant and, but for the existence of such unqualified 

audit opinion, would not have participated in the PIPE Offering. Plaintiffs were damaged thereby. 

DEADLI
NE.co

m



50 

Defendants Wrongfully Concealed  
Numerous Facts Necessary to Correct Materially False and  

Misleading Statements Concerning the Financial Condition of DDMG in 2012 
 

102. All Defendants knew or in the exercise of reasonable care should have known on or 

around June 7, 2012, if not much earlier, that DDMG’s financial condition was more dire than 

publicly disclosed. By deliberately or recklessly and negligently wrongfully withholding that 

information in connection with the PIPE Offering and Call Option Agreements, Defendants 

induced Plaintiffs to make the purchase of DDMG securities at inflated values and suffer 

significant economic harm.  

103. Specifically, on or around June 7, 2012, all Defendants knew or in the exercise of 

reasonable care should have known the following undisclosed material facts but deliberately or 

recklessly and negligently concealed them from Plaintiffs: 

a. DDMG’s liquidity condition was more dire than publicly reported 
from at least as early as November 18, 2011 through the announcement of the 
bankruptcy on September 11, 2012. See ¶¶34-81. 

 
b. The unqualified audit opinions provided by the Auditor Defendant 

were materially false and misleading due to the DDMG’s dire liquidity condition. 
See ¶¶34-81, 93-99.  
 

c. The purpose of the IPO, the PIPE Offering, Call Option Agreements 
and the other financial transactions undertaken by Defendants and DDMG during 
the relevant time period was not to grow DDMG’s business but to “bail out” 
DDMG. See ¶¶37, 64. 

 
d. The lack of investor interest in the IPO on November 22, 2011 was 

severe. See ¶35. 
 
e. Absent Defendants’ intervention by facilitating defendant John 

Textor’s purchase of nearly twenty-five percent of the shares issued in the IPO, the 
underwriters would not have underwritten the IPO or would have priced the shares 
lower. See ¶36. 

 
f. Defendant John Textor would not have purchased $10 million worth 

of shares in the IPO, but for the dire liquidity condition of the Company, the Loan 
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Agreement and Defendants’ desire to make DDMG and the IPO appear more 
successful than it actually was. See ¶¶34-39. 

 
g. Defendants John Textor and Palm Beach Capital valued DDMG 

common stock at a price far below the IPO price. See ¶¶45-47. 
 
104. Specifically, on or around June 7, 2012, the Director Defendants, the Palm Beach 

Capital Defendants and Auditor Defendant knew or in the exercise of reasonable care should have 

known the following undisclosed material facts but concealed them from Plaintiffs: 

a. DDMG was incurring expenses at a rate of approximately $800,000 
per day in 2012, almost half of which was attributable to businesses generating 
negligible revenue, if any. See ¶¶13, 65-71. 

 
b. DDMG was very likely to experience a “gap” in receivables in its 

core business in August 2012 that would cripple its liquidity. See ¶¶60-81. 
 
c. Following the IPO, DDMG faced progressively greater obstacles to 

obtaining financing, ensuring that the Company would not be able to manage the 
gap in receivables that Defendants anticipated would occur in August 2012. See 
¶¶73-81. 

 
d. DDMG faced great difficulty obtaining new financing because the 

Company was dramatically cash-flow negative. See ¶¶60-73. 
 
e. DDMG faced great difficulty obtaining new financing because debt 

the Company issued on May 6, 2012 created a capital structure that made 
subsequent investments by other investors unattractive. See ¶¶74-77. 

 
f. DDMG was likely to default on the notes issued on May 6, 2012 

triggering onerous and insurmountable penalties. See ¶¶74-77. 
 
g. DDMG had insurmountable difficulty obtaining new financing due 

to its highly unusual diversification of businesses. See ¶¶78-80. 
 
h. DDMG would have to seek strategic and financial alternatives in or 

around the August 2012 due to its insurmountable dire liquidity condition. See 
¶¶60-81, above. 

 
i. In the event of a bankruptcy, DDMG was more likely to undergo a 

liquidation rather than a business reorganization due to its unusual business 
diversification, which would leave nothing for equity holders. See ¶¶78-80. 
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j. Contrary to public statements made by the Director Defendants, 
DDMG did not have sufficient cash to support its operations through 2012 and into 
2013. See ¶¶50-81. 
 

k. The Auditor Defendant had substantial doubt about the ability of 
DDMG to continue as a going concern due to its difficult liquidity condition. See 
¶¶93-99. 

 
l. The strike price set by defendant Palm Beach Capital in connection 

with the Call Option Agreement was artificially inflated. See ¶¶45-47, 82-86. 
 

Plaintiffs Relied on Defendants’ Materially False and  
Misleading Statements and Omissions and Were Injured Thereby 

 
105. In reliance on Defendants’ materially false and misleading statements made 

deliberately or recklessly and negligently, Plaintiffs participated in the PIPE Offering and entered 

into the Call Option Agreement on June 7, 2012.  

106. Pursuant to the Securities Purchase Agreement underlying the PIPE Offering, Iroquois 

and Kingsbrook each purchased 42,858 shares of restricted common stock and 57,143 warrants for 

an aggregate price of $1,000,006 each. Pursuant to the Call Option Agreements, Iroquois and 

Kingsbrook each agreed to participate in the PIPE Offering in exchange for call options to 

purchase 209,524 additional shares of DDMG common stock from defendant Palm Beach Capital 

at an exercise price of $4.25. 

107. Unbeknownst to Plaintiffs, the Director Defendants’ statements regarding DDMG’s 

ability to fund its operations through 2012 and into 2013 and the unqualified audit opinions 

provided by the Auditor Defendant were false and misleading; the statements by inside director 

defendants John Textor and Jonathan Teaford regarding the purpose of the PIPE Offering 

proceeds, their expectation that the Company would be cash-flow positive in the third and fourth 

quarters of 2012, and interest by other equity investors were false and misleading; and the strike 

price set by the Palm Beach Capital Defendants in connection with the Call Option Agreements 
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was artificially inflated. As explained above, Defendants knew or in the exercise of reasonable care 

should have known at least as early as June 7, 2012 that DDMG’s liquidity condition was more 

dire than publicly reported. By June 7, 2012, the Director Defendants and the Palm Beach Capital 

Defendants, given their day-to-day roles in the business, knew specifically that DDMG was on the 

brink of a massive and acute liquidity failure that would likely culminate in bankruptcy and a sale 

of assets, leaving Plaintiffs nothing. All Defendants furthered the Director Defendants and the 

Palm Beach Capital Defendants’ fraud with their wrongful conduct, as described herein. 

108. Plaintiffs were harmed as a direct and proximate result of Defendants’ materially false 

and misleading statements and omissions, as described herein. 

COUNT I 
(Common Law Fraud against the Inside Director Defendants  

and the Palm Beach Capital Defendants) 

109. Plaintiffs repeat and reallege each and every allegation contained in the foregoing 

paragraphs as if fully set forth herein. 

110. The Inside Director Defendants made false affirmative representations of material fact, 

which are referenced herein at ¶37 (concerning the purpose of the proceeds of the IPO), ¶50(a)-(d) 

(concerning the ability of DDMG to fund its operations through all of 2012 and into 2013), ¶51(a)-

(c) (concerning the intended use of the PIPE Offering proceeds, current expectations concerning 

future cash flows and institutional interest in additional investment in DDMG), ¶52 (concerning 

certain representations appearing in the Securities Purchase Agreement), and  ¶64 (concerning the 

intended use of the PIPE Offering proceeds). 

111. The Palm Beach Capital Defendants made a false affirmative representation of 

material fact, which is referenced herein at ¶86 (concerning the call options strike price). 
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112. Despite an affirmative duty to do so, the Inside Director Defendants and the Palm 

Beach Capital Defendants omitted to state certain true material facts necessary to correct their 

affirmative misrepresentations, which are referenced herein at ¶¶100-102. 

113. The Inside Director Defendants and the Palm Beach Capital Defendants knew such 

representations and omissions were false and misleading. 

114. The Inside Director Defendants and the Palm Beach Capital Defendants intended to 

induce Plaintiffs to rely upon their false statements and omissions of material fact. 

115. Plaintiffs justifiably and reasonably relied upon the Inside Director Defendants and the 

Palm Beach Capital Defendants’ false statements and omissions of material fact. 

116. Plaintiffs were damaged in an amount to be proven at trial on account of their 

justifiable and reasonable reliance on the Inside Director Defendants and the Palm Beach Capital 

Defendants’ false statements and omissions of material fact. 

COUNT II 
(Aiding and Abetting The Wrongful Conduct against All Defendants) 

 
117. Plaintiffs repeat and reallege each and every allegation contained in the foregoing 

paragraphs as if fully set forth herein. 

118. All Defendants were aware or in the exercise of reasonable care should have been 

aware of the wrongful acts committed by the Director Defendants and the Palm Beach Capital 

Defendants against Plaintiffs as set forth herein. 

119. The Outside Director Defendants assisted and by being reckless and negligent helped 

the insider director defendants and Palm Beach Capital defendants wrongful conduct by recklessly 

and negligently permitting and acquiescing in  false statements concerning DDMG’s liquidity 

condition, as stated in ¶¶37, 50(a)-(d), 51(a)-(c), 52, 64. 
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120. The Outside Director Defendants assisted and helped conceal the wrongful conduct of 

the other defendants and the other defendants aided and abetted each other to perpetrate such 

wrongful conduct against Plaintiffs as aforesaid by recklessly and negligently permitting and 

acquiescing in the making of certain false material facts necessary to correct their affirmative 

misrepresentations, which are referenced herein at ¶¶100-102. 

121. The Director Defendants further assisted and helped conceal the fraud described 

herein by facilitating and/or participating in the IPO (see ¶¶37-40), undisclosed $10 million loan 

extended by the Palm Beach Capital Defendants to defendant John Textor and the pledge 

agreement relating to Textor’s DDMG stock (see ¶¶40-42), and PIPE Offering (see ¶64). 

122. The Palm Beach Capital Defendants assisted and helped to further the wrongful 

conduct of the Inside Director Defendants by affirmatively misstating information concerning 

DDMG’s liquidity condition, as stated in ¶86 (concerning the strike price set by the Call Options 

Agreements). 

123. The Palm Beach Capital Defendants assisted and helped to further the wrongful 

conduct of the other defendants by omitting to state certain true material facts necessary to correct 

affirmative misrepresentations and the misrepresentations of the Inside Director Defendants, which 

are referenced herein at ¶¶100-102. 

124. The Palm Beach Capital Defendants further assisted and helped to further the 

wrongful conduct of the other defendants by facilitating and/or participating in the IPO (see ¶¶37-

40), extending the undisclosed $10 million loan to defendant John Textor (see ¶¶40-42), by 

entering into the non-disclosed pledge agreement, the PIPE Offering (see ¶64), and inducing 

Plaintiffs to participated in the PIPE Offering with the Call Options Agreements (see ¶¶82-86). 
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125. Defendant Deborah Textor assisted and helped conceal the Director Defendants and 

the Palm Beach Capital Defendants’ wrongful conduct by recklessly and negligently acquiescing 

in wrongful conduct of defendant John Textor by making false statements of material facts 

necessary to correct their affirmative misrepresentations, which are referenced herein at ¶101. 

126. Defendant Deborah Textor assisted and helped conceal the Director Defendants and 

the Palm Beach Capital Defendants’ wrongful conduct by facilitating and/or participating in the 

Security and Pledge Agreement underlying the undisclosed $10 million loan extended by the Palm 

Beach Capital Defendants to defendant John Textor (see ¶¶41-42). 

127. The Auditor Defendant assisted and helped conceal the Director Defendants and the 

Palm Beach Capital Defendants’ wrongful conduct by issuing improperly unqualified false and 

misleading audit opinion on March 30, 2012 (see ¶¶93-99). 

128. Defendants’ assistance and help proximately caused the harm to Plaintiffs, because 

Plaintiffs would not have participated in the PIPE Offering absent the wrongful conduct described 

herein. 

129. Plaintiffs were damaged in an amount to be proven at trial as a result of the aiding and 

abetting allegations herein set forth. 

COUNT III 
(Civil Conspiracy against All Defendants) 

 
130. Plaintiffs repeat and reallege each and every allegation contained in the foregoing 

paragraphs as if fully set forth herein. 

131. A corrupt agreement existed between and among the Defendants to defraud the 

Plaintiffs. 
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132. The Inside Director Defendants furthered the agreement to defraud the Plaintiffs by 

making affirmative misrepresentations of material fact to the Plaintiffs (see ¶¶37, 50(a)-(d), 51(a)-

(c), 52, 64). 

133. The Inside Director Defendants furthered the agreement to defraud the Plaintiffs by 

causing DDMG to enter into the PIPE Offering with the Plaintiffs (see ¶52), and omitting to state 

material information necessary to make the statements of the Inside Director Defendants and 

statements of Palm Beach Capital not misleading (see ¶¶100-102). 

134. Defendant Deborah Textor furthered the agreement to defraud the Plaintiffs by 

facilitating or participating in the Security and Pledge Agreement underlying the undisclosed $10 

million loan extended by the Palm Beach Capital Defendants to defendant John Textor (see ¶¶41-

42). 

135. The Auditor Defendant furthered the agreement to defraud the Plaintiffs by issuing 

improperly unqualified false and misleading audit opinion on March 30, 2012 (see ¶¶93-99). 

136. The Palm Beach Capital Defendants furthered the agreement to defraud the Plaintiffs 

by entering into the Call Option Agreements with the Plaintiffs (see ¶¶82-86), by making 

affirmative misrepresentations to the Plaintiffs (see ¶¶86), or by omitting statement material 

information necessary to make their own statements and the statements of the Director Defendants 

not misleading (see ¶¶100-102). 

137. The Outside Director Defendants furthered the agreement to defraud Plaintiffs by 

agreeing and acquiescing in such wrongful conduct as alleged herein by recklessly or negligently 

failing to inform themselves of the untrue and misleading statements made to Plaintiffs as 

aforesaid.   
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138. Plaintiff was harmed as a direct and proximate result of the Defendants’ wrongful 

conduct alleged herein.  

COUNT IV 
(Negligent Misrepresentation against  

the Director Defendants and the Palm Beach Capital Defendants) 
 

139. Plaintiffs repeat and reallege each and every allegation contained in the foregoing 

paragraphs as if fully set forth herein. 

140. A special relationship existed between Plaintiffs and the Director Defendants and the 

Palm Beach Capital Defendants that imposed on the Director Defendants and the Palm Beach 

Capital Defendants a duty to impart correct information to the Plaintiffs as a result of (a) Plaintiffs’ 

participation in the PIPE Offering and Call Option Agreement, and (b) the Director Defendants and 

the Palm Beach Capital Defendants’ superior knowledge regarding the financial condition of the 

DDMG, which was not readily available to Plaintiffs, and knowledge that the Plaintiffs were acting 

on the basis of mistaken information. 

141. The Inside Director Defendants affirmative misrepresentations of material fact 

referenced in ¶¶37, 50(a)-(d), 51(a)-(c), 52, 64 were false for the reasons stated herein. 

142. The Palm Beach Capital Defendants’ affirmative representation of material fact 

referenced in ¶86 (concerning the strike price set by the Call Options Agreements) was false for the 

reasons stated herein. 

143. All Defendants deliberately or recklessly or negligently failed to provide Plaintiffs 

with accurate and complete information by withholding certain true material facts referenced in 

¶¶100-102. 
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144. Plaintiffs justifiably and reasonably relied upon the Director Defendants and the Palm 

Beach Capital Defendants’ false statements and all Defendants’ omissions of material fact. 

145. Plaintiffs were damaged in an amount to be proven at trial on account of its justifiable 

and reasonable reliance on the false statements of the Inside Director Defendants and the Palm 

Beach Capital Defendants and acquiesced and approved by the Outside Director Defendants either 

recklessly or negligently. 

COUNT V 
(Negligence against All Defendants) 

 
146. Plaintiffs repeat and reallege each and every allegation contained in the foregoing 

paragraphs as if fully set forth herein. 

147. The Defendants all owed Plaintiffs a duty of reasonable care. 

148. The Defendants acted negligently, in breach of their duty of care, by making 

affirmative misstatements of material fact to the Plaintiffs (see ¶¶37, 50(a)-(d), 51(a)-(c), 52, 64), 

or by omitting to state other facts necessary to make such misstatements not misleading (see 

¶¶100-102). 

149. Plaintiffs would not have participated in the PIPE Offering or entered into the Call 

Option Agreements but for Defendants’ negligent conduct. 

150. Plaintiff was harmed thereby. 

COUNT VI 
(Breach of the Implied Covenant of Good Faith and Fair Dealing  

against the Palm Beach Capital Defendants) 
 

151. Plaintiffs repeat and reallege each and every allegation contained in the foregoing 

paragraphs as if fully set forth herein. 
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152. The Call Option Agreements between the Plaintiffs and the Palm Beach Capital 

Defendants each contain an implied covenant of good faith and fair dealing. 

153. The Palm Beach Capital Defendants breached this covenant by making affirmative 

misstatements of material facts to the Plaintiffs (see ¶¶86), or by omitting state other facts 

necessary to make their own misstatements and the misstatements of the Director Defendants not 

misleading (see ¶¶100-102). 

154. Plaintiff was harmed thereby. 

PRAYER FOR RELIEF 

WHEREFORE, Plaintiffs pray for judgment as follows: 

(a)  Awarding compensatory damages in favor of Plaintiffs against all Defendants, 

jointly and severally, for the damages sustained as a result of the wrongdoings of Defendants, 

together with interest thereon; 

(b) Awarding Plaintiffs the fees and expenses incurred in this action including 

reasonable allowance of fees for Plaintiffs’ attorneys and experts; and 

(c)  Granting such other and further relief as the Court may deem just and proper. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Arthur Abbey 
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 
 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

John C. Textor 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 

 

DEADLI
NE.co

m



SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

Jonathan F. Teaford 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

John M. Nichols 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

Kevin C. Ambler 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

Jeffrey W. Lunsford 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

Casey L. Cummings 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

Kaeil Isaza Tuzman 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

John W. Kluge 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

Deborah W. Textor 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

Singer Lewak LLP 
10960 Wilshire Boulevard, 7th Floor 
Los Angeles, CA 90024 

 
You are hereby summoned to answer the complaint in this action and to serve a 

copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for Plaintiffs within 20 days after the service of this 
summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 
 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

PBC GP III 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

PBC Digital Holdings, LLC 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

PBC Digital Holdings II, LLC 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

PBC DDH Warrants, LLC 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

 
 

 
IROQUOIS MASTER FUND LTD. and 
KINGSBROOK OPPORTUNITIES MASTER 
FUND LP, 
 
 Plaintiffs, 
 
 vs. 
 
JOHN C. TEXTOR, JONATHAN F. TEAFORD, 
JOHN M. NICHOLS, KEVIN C. AMBLER, 
JEFFREY W. LUNSFORD, CASEY L. 
CUMMINGS, KAEIL ISAZA TUZMAN, JOHN 
W. KLUGE, DEBORAH W. TEXTOR, SINGER 
LEWAK LLP, PBC GP III, LLC, PBC DIGITAL 
HOLDINGS, LLC, PBC DIGITAL HOLDINGS 
II, LLC, PBC DDH WARRANTS, LLC, and 
PBC MGPEF DDH, LLC, 
 

Defendants. 
 

Index No.: ______________________  
 

SUMMONS 

 
 

To the above named Defendant(s) 
 

PBC MGPEF DDH, LLC 
c/o Digital Domain Media Group, Inc. 
10250 SW Village Parkway 
Port St. Lucie, FL 34987 
 

You are hereby summoned to answer the complaint in this action and to serve a 
copy of your answer, or, if the complaint is not served with this summons, to serve a 
notice of appearance, on counsel for the Plaintiffs within 20 days after the service of 
this summons, exclusive of the day of service (or within 30 days after the service is 
complete if this summons is not personally delivered to you within the State of New 
York); and in case of your failure to appear or answer, judgment will be taken against 
you by default for the relief demanded in the complaint. 
 
 The basis of venue is the forum-selection provisions of the Securities Purchase 
Agreement, Call Option Agreements and other related agreements, from which the 
Plaintiffs’ claims arise. 
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2 

DATED: May 17, 2013 ABBEY SPANIER, LLP 
 
 

By: /s/ Jeremy Nash    
 
Arthur N. Abbey 
Karin E. Fisch 
Nancy Kaboolian 
Jeremy Nash 
212 East 39th Street 
New York, New York 10016 
Telephone: 212-889-3700 
Fax: 212-684-5191 

 
Attorneys for Plaintiffs 
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