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'Communicational Misstep?": Claims Filer Fights to Stay In $5.5B Visa,
Mastercard Deal

Betz & Baril, a third-party claims filer in a six-year old settlement between Visa, Mastercard and millions of merchants
nationwide, was accused by class counsel of spreading misinformation about the deal. The firm responded that it was being
targeted for communications that included cautionary language and disclaimers and that hadn't harmed any class members.

February 25,2026 at 03:12 PM By Alyssa Aquino
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Betz & Baril PLLC is fighting accusations that it spread misinformation about Visa and
Mastercard’s $5.5 billion antitrust settlement, telling the Brooklyn federal court that the attorneys
seeking to cut it from the deal were overreacting to what was “at most, an isolated
communicational misstep.”

The Tennessee-based personal injury firm is a third-party claims filer in a six-year-old settlement
between Visa, Mastercard and millions of merchants nationwide. But the firm recently came under
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fire, with the Robbins Geller Rudman & Dowd, Robins Kaplan and Berger Montague team that
notched the settlement arguing Betz & Baril was giving class members inaccurate information on
recoveries, legal fees and its role in the deal.

Betz & Baril responded on Monday that class counsel were targeting it for communications that
included cautionary language and disclaimers. Communications, Betz & Baril argued, that hadn't
harmed any class members.

“Class plaintiffs’ motion is premised on conjecture about ‘confusion’ and ‘misleading’
communications, but it does not identify any actual monetary loss, forfeited claim, missed
deadline or other concrete prejudice suffered by the class as a result of the cited emails,” the firm
argued through its counsel, James DeCristofaro.

DeCristofaro and class counsel didn't immediately respond to Wednesday requests for comments.

The settlement at the center of the dispute was struck in 2019 to provide damages to a class of
merchants alleging an antitrust conspiracy between Visa, Mastercard and their affiliate banks
concerning interchange fees, the fees charged to merchants to process credit card transactions.

Another settlement requiring the credit card companies to lower their rates is currently being
evaluated by the court. Major retailers and trade groups have criticized the proposed fee reduction
as insufficient.

But as that contentious second settlement is being weighed, the attorneys safeguarding the $5.5
billion deal asked the court to block Betz & Baril from receiving any benefits from the damages

settlement, saying they received numerous complaints over the past six years over the information
Betz & Baril has been providing class members.

A recent complaint in November—"the seventh incident involving Betz & Baril that class counsel is
aware of"—prompted discovery, which revealed a raft of what class counsel claimed to be
sanctionable conduct.

Much of the sanctions motion revolved around ClickFunds, Betz & Baril's referral partner, with
class counsel alleging that a “ClickFunds affiliated person” appeared to be the primary source for
false information.

Class counsel argued the discovery showed that Betz & Baril was aware that ClickFunds was
giving class members incorrect information and that Betz & Baril was continuing to associate with
ClickFunds, despite saying it had dropped ClickFunds.

Betz & Baril explained it was working with ClickFunds on claims submitted during its earlier
collaboration, but that it had stopped working with ClickFunds to submit new claims. ClickFunds
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joined in the response.

The pair argued that the proposed sanctions would void more than 4,100 ClickFunds contracts
and deprive them of compensation for services already rendered. That penalty is “grossly
disproportionate” to the alleged offense, they said, adding that the sanctions motion was based on
emails concerning 48 class members, roughly 1% of the contracts.

They pushed the court to further investigate the claims, arguing that class counsel were calling for
sanctions without depositions, depriving them of the opportunity to cross-examine the class
member who submitted the November complaint.

“Due process requires a developed record before the Court could consider any punitive measure—
especially one that would unwind private contracts between freely contracting parties,” they said.
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e Blue Bell Creameries Inc. found potential listeria contamination in ice cream
products in 2011, but its then-CEO shut down further testing and distributed the

items for sale, an executive testified.

e Then-CEO Paul Kruse had not wanted the testing to continue, and was "upset"
that his orders hadn’t been followed when samples showed the presence of

some kind of listeria.

e A derivative lawsuit alleges Blue Bell's senior leaders missed "red flags" and
failed to adequately monitor operations leading up to a fatal listeria outbreak in
2015.

Blue Bell Creameries Inc. found potential listeria contamination in ice cream products in 2011, but its then-

CEO shut down further testing and distributed the items for sale, an executive testified Thursday.

Andy Kollman began testing finished products for pathogens after the US Army, an important Blue Bell
customer, complained about elevated levels of coliform bacteria in samples collected at the company’s
plants. Then-CEO Paul Kruse had not wanted the testing to continue, Kollman said on the witness stand in

Delaware Chancery Court.

Kruse, who retired in 2017, testified earlier this week that the industry at the time considered finished
product testing to be inefficient. In a pre-trial brief, the company said that before the 2015 outbreak, the

industry knew listeria was found in ice cream but considered it very low risk for illness.

When samples collected in 2011 before Kruse told Kollman to stop testing later showed the presence of
some kind of listeria that wasn't clear was the species that could cause serious illness, Kollman said, the CEO
was “upset” that his orders hadn't been followed. The products that produced the samples were shipped to

customers.
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“We didn't talk about the listeria result,” Kollman said, recalling a tense meeting with Kruse in April 2011.
“The quality control supervisors would have liked to have confirmed the test” to determine what type of

listeria had been present, he said.

Kollman was Blue Bell’s quality control manager at the time of a fatal listeria outbreak in 2015 caused the
company to recall its products nationwide and shut down operations for months. Now the company’s vice
president of operations, he's testifying in the first trial on corporate oversight claims in the Delaware

Chancery Court.

A derivative lawsuit alleges Blue Bell's senior leaders missed “red flags” and failed to adequately monitor

operations leading up to the outbreak.

The Army was concerned about a potential food safety issue that stemmed from a sanitation issue, Kollman
said under questioning by Robert Kriner Jr., a Chimicles Schwartz Kriner & Donaldson-Smith LLP attorney

representing the shareholder leading the litigation.
Kollman isn't named a defendant.

Vice Chancellor Nathan A. Cook has focused on what Blue Bell's board understood about the Army's

complaints in his questioning of Kruse and other executives since trial began Feb. 24.
‘Who Am I

The judge questioned Richard Dickson, a director and vice president of sales and marketing at the time of
the outbreak, further Thursday about why he never raised to the board his frustrations over the length of
time it took the company to produce a recall notice for its products once it knew some tested positive for

the pathogenic listeria.

“Why in your capacity as a director did you not say, 'Look, | have a different view of things, | think a recall

notice should go out, or at a minimum we should discuss this?"” Cook said.

Dickson, who succeeded Kruse as Blue Bell’s president and CEO and retired in 2024, said he deferred to

Kruse's leadership, because the CEO was in touch with regulators about such matters.

“Who am |, whether as a director or a vice president, to question and say we need to get ahead of this

thing?” he said.
The case is Marchand v. Barnhill, Del. Ch., No. 2017-0586, trial 2/26/26 .
To contact the reporter on this story: Jennifer Kay in Philadelphia at jkay@bloombergindustry.com

To contact the editor responsible for this story: Carmen Castro-Pagéan at ccastro-pagan@bloomberglaw.com
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A group of investors sued PayPal after its stock fell by more than 20% on Feb. 3,
alleging it failed to disclose its true financial outlook.

The complaint, filed by Adam M. Apton of Levi & Korsinsky LLP, claims that PayPal
violated the Securities Exchange Act when, on four earnings calls, executives said
they were optimistic about the company's financial position and room for growth.

The complaint alleges PayPal violated Section 10(b) of the Securities Exchange Act,
and that its executives can be held liable under Section 20(a).

The complaint says the company oversold the outlook of its "branded checkout"
feature, which allows businesses to implement a custom checkout screen for
online purchases.

"Defendants provided these overwhelmingly positive statements to investors
while, at the same time, disseminating materially false and misleading statements
and/or concealing material adverse facts concerning the true state of PayPal's
salesforce; notably, that it was not truly equipped to execute on the Company's
perceived growth potential and were 'too optimistic' as to how easily and
expeditiously its staff could change customer adoption,” the complaint states.
Darcy v. PayPal Holdings, Inc. et al, 3:26-cv-01589 (N.D. Cal., filed Feb. 24, 2026).

In a Feb. 2 earnings report, the company announced that growth in the fourth
quarter of 2025 had fallen below expectations, especially for branded checkout,
and that it had removed CEO Alex Chriss.

The next day, the company's share price fell from $52.33 to $41.70, the complaint
says.

The plaintiffs allege the company "made materially false and misleading
statements and engaged in a scheme to deceive the market and a course of
conduct that artificially inflated the price of PayPal's common stock."

The case is assigned to U.S. District Judge Jacqueline Scott Corley.

#389986
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Protective Clothing Company Hit with Tariff-
Related Securities Suit
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related-securities-suit

Kevin LaCroix February 26, 2026

While there have been dramatic developments in recent days related to the Trump

administration’s tariff-policies — including the U.S. Supreme Court striking down
the administration’s IEEPA tariffs and the Trump administration announcement of
new across-the-board Section 122 tariffs — the uncertainty companies have faced
related to the tariffs continues, and indeed may even have been exacerbated. A
new securities suit filed earlier this week against Lakeland Industries, a company
whose operations and financial results were impaired by “tariff headwinds,”
illustrates how the continuing tariff uncertainty may translate into corporate and
securities litigation in the weeks and months ahead. A copy of the February 23,
2026, Lakeland Industries complaint can be found here.

Background

Lakeland manufactures and sells protective clothing for industrial uses. The
company employs a “small, strategic, and quick” (SSQ) mergers and acquisitions
strategy to try to grow revenues. In 2023 and 2024, the company acquired
businesses in New Zealand (“Pacific Helmets”), as well as in Italy and Romania
(collectively, “Jolly).

According to the subsequently filed securities class action complaint, the company
represented to investors that it would realize substantial benefits from its
acquisitions strategy. Following the onset of tariff-related market uncertainties in
2025, the Company, the complaint alleges, said that it was “well-positioned to
weather the tariff-related headwinds while continuing to pursue its SSQ M&A
strategy.” The complaint further alleges that “throughout the Class Period,
notwithstanding tariff-related headwinds, Defendants made repeated assurances
regarding their visibility into Lakeland'’s future performance in upcoming quarters,
consistently expressing confidence in their financial guidance.”
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In providing guidance in April 2025, the defendants, according to the complaint,
communicated that "notwithstanding tariff-related uncertainties, they had visibility
into Lakeland's future performance by virtue of various purported positive market
signals they observed and their widely touted tariff mitigation measures.”

In July 2025, when the company announced results falling short of prior guidance
as a result of “shipment timing” and “tariff-related delays,” the company cited
"elevated freight costs resulting from tariff-related inventory build,” among other
things. The company’s share price declined.

In September 2025, when the company again announced disappointing results,
the company cited, among other things, “continued delays in purchasing decisions
due to tariff uncertainty.” The company’s share price declined further on this news.

In December 2025, the company again reported disappointing results, due, among
other things, to “tariff headwinds.” The company also withdrew its prior guidance
because the challenges “have affected our forecasting ability.” That same day the
company announced that its CFO's employment had been terminated. The
company'’s share price declined nearly 40% on this news.

The Lawsuit

On February 23, 2026, a plaintiff shareholder filed a securities class action lawsuit
in the Southern District of New York against the company and certain of its
directors and officers. The complaint purports to be filed on behalf of investors
who purchased the company’s shares between December 1, 2023, and December
9, 2025.

The complaint alleges that during the class period the defendants made false or
misleading statements or failed to disclose that: “(i) Lakeland was experiencing
significant sustained issues with its Pacific Helmets and Jolly businesses, including,
inter alia, shipping-related delays, production issues, and slower than expected
rollout of new products; (ii) accordingly, Defendants overstated the anticipated
and actual positive impact of their businesses on Lakeland’s financial results, as
well as the overall strength and quality of Pacific Helmets' and Jolly's respective
operations; (iii) Lakeland’s business and financial results were significantly
deteriorating because of, inter alia, tariff-related headwinds and timing,
certification delays, and material flow issues in its acquired businesses; (iv)
accordingly, Defendants overstated the strength of their tariff mitigation measures
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and SSQ M&A strategy; (v) as a result of all of the foregoing issues, Defendants’
financial guidance was unreliable; and (vi) as a result, Defendants’ public
statements were materially false and misleading at all relevant times.”

The complaint alleges that the defendants violated Sections 10(b) and 20(a) of the
Securities Exchange Act of 1934 and Rule 10b-5 thereunder. The complaint seeks
to recover damages on behalf of the plaintiff class.

Discussion

Since the Liberation Day tariffs were first announced in April 2025, business

conditions related to the tariffs has been characterized by uncertainty, as the
announced tariffs have been abruptly changed, increased, or altered. The tariff-
related impacts and business uncertainties have in at least some cases led to
securities class action lawsuit filings, as discussed, for example, here and here.

The most recent tariff-related developments — including the Supreme Court's
decision striking down the IEEPA tariffs, and President Trump’s subsequent

announcement of different, across-the-board but temporary tariffs — magnify the
uncertainty.

This complaint demonstrates how tariff-related uncertainties can hamstring a
company, as well as how tariff-related “headwinds” can exacerbate business
challenges a company is otherwise facing. The factual allegations also show how
unanticipated tariff-related developments can cast prior tariff related statements
into a harsh light, particularly when viewed with the benefit of hindsight.

The recent tariff-related developments, including the U.S. Supreme Court's
decision, do nothing to alter these challenging business operating conditions. If
anything, as noted above, the recent developments add to the uncertainty. The
ongoing and new tariffs will pose many of the same challenges as this company
faced under the circumstances alleged here. And like the company here,
companies that are already facing other businesses challenges will find their
challenges magnified by the tariff-related uncertainty.

It is unclear what may lie ahead for the Trump administration’s tariffs, especially
since the latest round of Section 122 tariffs are temporary (because subject to a
150-day time limit). What does seem clear is that the kind of uncertainty this
company experienced seems likely to continue to affect many businesses going
forward. In at least some cases, it seems likely that tariff-related headwinds and
setbacks will not only affect operating performance and financial results but may
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also translate into corporate and securities litigation. It seems likely that as
companies struggle to deal with tariff headwinds and uncertainty, we will see
further tariff-related corporate and securities litigation.

Copyright ©2026, Kevin M. LaCroix. All Rights Reserved.
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Apple seeks dismissal of fraud lawsuit over Siri Al,
Epic injunction

reuters.com/sustainability/boards-policy-regulation/apple-seeks-dismissal-fraud-lawsuit-over-siri-ai-
epic-injunction-2026-02-26

Jonathan Stempel February 26, 2026

People walk past an Apple logo at an Apple store in Paris, France,August 17, 2025.
REUTERS/Abdul Saboor Purchase Licensing Rights, opens new tab

Apple denies knowingly overstating Siri Al capabilities

Apple says it didn't guarantee compliance with Epic injunction
Claim losses could reach hundreds of billions of dollars

Lawyers for sharheolders not available for comment

Feb 26 (Reuters) - Apple (AAPL.O) G ,opens new tab urged a federal judge to

dismiss a proposed class action claiming it defrauded shareholders twice, by
overstating the artificial intelligence capabilities of its Siri voice assistant and
falsely representing its compliance with an injunction governing commissions on
app sales.

In a Wednesday filing in the San Jose, California, federal court, Apple said there
was no proof it knew when discussing Al at a June 2024 conference that it would
take longer than expected to incorporate two advanced Al features into Siri,
potentially hurting iPhone 16 sales.

Sign up here.

The company delayed some Siri upgrades the following March, and Chief
Executive Tim Cook said two months later that developing a "more personal” Siri
was "taking a bit longer than we thought."

Apple also said it provided no assurance that its procedures designed to comply
with a 2021 injunction, in a case brought by Epic Games, to let app users pay
developers directly rather than have the company charge the developers hefty
commissions would be foolproof.

"It is no secret that Apple faced challenges and weathered ups and downs in its
stock price in 2025, like many major companies,” Apple said. "But plaintiff takes a
massive and unsupported leap by claiming that securities fraud caused the
temporary price drops."
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The lawsuit covers Apple shareholders who suffered potentially hundreds of
billions of dollars of losses in the Cupertino, California-based company's stock
between May 3, 2024 and May 1, 2025, the day after a judge said Apple was

Lawyers for shareholders led by South Korea's National Pension Service, the
world's third largest pension fund with close to $1 trillion of assets, did not
immediately respond to requests for comment.

Apple's injunction required the company to provide app users with external links
for purchases, so developers wouldn't owe 30% commissions for purchases in its
App Store.

The judge overseeing that case rebuked Apple for creating a new system that
charged a 27% commission on some external sales. A federal appeals court
partially reversed her sanctions in December.

Reporting by Jonathan Stempel in New York; Editing by Franklin Paul

Our Standards: The Thomson Reuters Trust Principles. B ,_opens new tab
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NJ Judge Tosses Investors’ IREN Lawsuit Backed by Davis Polk Defense
Investors’ securities claims against Bitcoin-miner IREN collapsed as a New Jersey judge ruled that investors failed to show the

company misled the market in the run-up to its initial public offering.

February 25, 2026 at 05:37 PM By Michael A. Mora

Screenshot from video of Judge Esther Salas issues statement calling for more precautions to be taken to
protect the privacy of federal judges from internet-snooping.

A federal judge in New Jersey tossed a proposed securities class action targeting Bitcoin-miner
operator IREN, ruling that investors failed to show the company misled the market in the run-up to
its initial public offering.

U.S. District Judge Esther Salas of the District of New Jersey dismissed the second amended
complaint with prejudice on Feb. 18. IREN, formerly Iris Energy and represented by Davis Polk, runs
Bitcoin-mining data centers powered by renewable energy and earns revenue by contributing
computing power to shared mining pools.
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The company bought and financed part of its mining equipment through wholly owned
subsidiaries structured as special-purpose vehicles, or SPVs, which entered master
equipment-financing agreements with a lender. IREN completed its IPO in October 2021, months
before Bitcoin’s sharp decline exposed stress in the SPV financing structure.

In November 2022, IREN disclosed that two SPVs were unable to meet their debt-service
obligations, prompting the lender to issue default notices. Investors sued on Dec. 14, 2022,
naming the company, several executives and directors and the IPO underwriters, alleging that they
made misleading statements under the Securities Act and the Exchange Act.

After the first complaint was dismissed in September 2024, investors filed a second amended
complaint asserting IREN should have disclosed more about its financing arrangements, loan
liabilities and risks of SPV default. They also cited Canadian receivership filings they said showed
SPV insolvency and challenged IREN's Regulation S-K disclosures.

IREN's Davis Polk counsel moved to dismiss in January 2025, arguing securities laws require
disclosure only when necessary to prevent existing statements from becoming misleading. The
firm said plaintiffs failed to show any omission undermined IREN's disclosures, which already
warned extensively about debt obligations, Bitcoin volatility and potential default risks.

The defense also argued that many challenged statements amounted to corporate puffery or were
forward-looking remarks shielded by the Private Securities Litigation Reform Act safe harbor. It
added that the Canadian receivership documents plaintiffs relied on contradicted their
characterizations and were incorporated by reference into the second amended complaint.

At a four-and-a-half-hour hearing on Feb. 4, Salas pressed both sides on each challenged
statement, the bespeaks-caution doctrine and the scope of IREN's disclosures. She repeatedly
questioned whether plaintiffs were attempting to plead fraud by hindsight rather than alleging
misstatements based on information known at the time of the IPO.

In her Feb. 18 ruling, Salas adopted Davis Polk’'s arguments and dismissed the case with prejudice
as to all moving defendants, including IREN, company officers and the IPO underwriters. She
quoted extensively from Davis Polk partner Ted Polubinski’'s statements during the hearing.

Salas held that the IPO-related claims failed because the challenged statements were
forward-looking and paired with unusually detailed cautionary language. Plaintiffs, she said,
identified no undisclosed trend or risk that existed at the IPO. She also found that the post-IPO
claims fell short because plaintiffs never explained how any omission rendered the company'’s
remarks misleading.



The judge added that many of the company’s statements amounted to nonactionable puffery or
were protected by the PSLRA safe harbor. Finally, she found scienter inadequately pled, noting that
plaintiffs relied only on defendants’ corporate positions and ignored disclosures that undercut any
inference of fraudulent intent.

Plaintiff lead attorney Frank Bottini, a partner at Bottini & Bottini, did not immediately respond to a
request for comment. Attorneys at Davis Polk declined to comment through a spokesperson.
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Zynex Shareholders Drop Leadership Suit After Bankruptcy Filing
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Zynex Inc.'s filing for bankruptcy protection means stockholders can no longer pursue allegations board
members and former executives hid a practice of overbilling insurers, those plaintiff-investors told a federal

judge in Denver.

Standing to sue is extinguished while the medical device company’s bankruptcy estate has the authority to
bring claims on Zynex's behalf, the shareholders told the US District Court for the District of Colorado. The
investors voluntarily dismissed their derivative lawsuit, being overseen by Judge Nina Y. Wang, Wednesday.
Zynex, which made wide management changes in the wake of insurance overbilling and false statement
claims last year, said last week it expects to emerge from Chapter 11 financial restructuring in the next few

months.

As part of a non-prosecution agreement the US Department of Justice announced last week, Zynex
admitted it “fraudulently obtained millions of dollars from government and private health care payors and

patients by submitting excessive and improper claims for medical devices and supplies”

A federal grand jury previously indicted two former executives, CEO Thomas Sandgaard and Chief

Operating Officer Anna Lucsok, with conspiracy to commit health care fraud, securities fraud, and mail fraud

Investor proposed class action allegations over these issues remains pending in the same court

Johnson Fistel LLP and the Rosen Law Firm PA were lead counsel for the shareholders. Simpson Thacher &

Bartlett LLP represented Zynex, a nominal defendant.
The case is Ayers v. Sandgaard , D. Colo., No. 1:25-cv-02117, stipulation to dismiss 2/25/26 .
To contact the reporter on this story: Gillian R. Brassil in Washington at gbrassil@bloombergindustry.com

To contact the editor responsible for this story: Andrew Harris at aharris@bloomberglaw.com
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Eye on the Bench
Booming Docket, Al Briefs Add to Delaware Magistrate’s Workload
Feb. 26,2026, 2:00 AM PST

Summary by Bloomberg Al A

e The Delaware Chancery Court is dealing with an increasing caseload and the
rise of self-represented litigants using Al, as well as calls for more operational
transparency.

e Senior Magistrate in Chancery Selena E. Molina says the caseload is rising in
complexity and numbers, with fee-shifting requests becoming almost routine
and litigants using Al-drafted briefs and motions.

e Molina is stepping down from the court and says she hopes her colleagues will
achieve better work-life balance in the future, as the court explores innovations

such as automated case assignments and increased transparency.

The Delaware Chancery Court is wrestling with an exploding corporate docket, the rise of self-represented
litigants reliant on Al, and calls for more operational transparency in the face of criticism of its judges and

decisions.
Senior Magistrate in Chancery Selena E. Molina’s seven years of service oversaw a rapid evolution.

“People are calling my assistant because they want to talk with me, because they have strong opinions about
the case that's before me,” she said in an exclusive interview. “That's a new component that | didn't

anticipate.”

Molina joined the court in 2019. At the time, there were only two such judicial officers, in addition to the

court’s chancellor and six vice chancellors.

Now seven magistrates sit on the Chancery bench. They field a docket of records access lawsuits,
advancement actions, guardianship petitions, probate cases, disputes over health-care decisions, and other

civil proceedings.
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Chancellor Kathaleen St. Jude McCormick, the court’s chief judge, described Molina as “essential” in

expanding the magistrates’ role and managing the burgeoning caseload.
Molina spoke to Bloomberg Law ahead of stepping down from the court next week.
Busy Court

Over 1,500 new complaints were filed in Chancery Court last year, a record for what's known as the premier
venue for corporate litigation. Adding more magistrates helped evenly distribute the workload, as the court
also explores automated case assignments, following criticism that some corporate litigants repeatedly face

judges who are biased against them.

The caseload rises in complexity each year, as well as in numbers, Molina said. Fee-shifting requests where

one side accuses the other of acting in bad faith have almost become routine, for example.

“That's supposed to be the last resort in very serious cases, and | feel like I'm seeing it in almost every case
now,” she said. "I don't know if that's incivility or hostility or what's going on, but it does feel like litigation is

perhaps more difficult than it has to be.”

Then there's the hand-holding required for the increasing number of pro se litigants submitting briefs and
motions drafted by generative artificial intelligence programs. Molina and her colleagues occasionally issue

orders requiring certification for every use of Al throughout a case.

“We're seeing even more sophisticated self-represented litigants who-it feels like they're choosing not to

have an attorney, rather than they just can't afford an attorney,” she said.
Internal Documents

The breadth of experiences on their traditional equity docket gives the magistrates a “realistic” perspective
on disputes involving powerful founders and corporate leaders, she said. “"When people are telling me the
sky is falling if | rule a certain way, | think | can take a step back and look at the law objectively and make a

decision without giving into some of that rhetoric.”

Molina’s biggest corporate case has been a records access lawsuit seeking documents concerning
Paramount Global's sale to Skydance Media LLC. Her decision rejecting the demand was overturned by Vice

Chancellor J. Travis Laster, and Paramount has appealed to the Delaware Supreme Court.

The lawsuit predates last year's corporate law overhaul by Delaware legislators, who imposed new limits on
shareholders seeking internal files to investigate potential corporate wrongdoings. The new statute hasn’t

reduced the number of books-and-records demands, however, Molina said.

“What I'm seeing right now is testing of that new statutory scheme,” she said. “There's been a bit of an

uptick.”
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Guidelines for Guardians

McCormick named Molina as “senior magistrate” in January 2025. Among Molina’s initiatives: publishing

guardianship decisions typically sealed to protect vulnerable individuals and their personal information.

Molina pushed to anonymize decisions that illustrate important legal interpretations or offer insight on a
process people might only associate with the type of court-appointed financial control that Britney Spears

fought to escape.

“We should be telling the public how we're ruling in these cases, in a way that discloses the court’s thinking

and processes,” she said. “When you don’t disclose enough, there can be suspicions.”

Guardianship decisions dating back to 2021 are now available on the court’s website. That transparency is
expected of the court as it navigates societal and technological advances, said Widener University law

professor Geeta Kohli.

Public guardianship decisions also can make it easier to understand some of the court’s corporate decisions,
she said, because guardianship cases also involve fiduciary duties such as the duty of care and the duty of

loyalty.

“Some people might not understand how a court could be qualified to hear a case involving protection for a
person with a disability, and at the same time have in their docket a case involving a billion-dollar earnout
package,” Kohli said, “but at the end of the day, both cases involve questions of obligations and

expectations.”
Moving Forward

Before joining the court, Molina practiced at Saul Ewing LLP and Richards, Layton & Finger PA. In Chancery
Court, her job title changed from “master” to “magistrate” in 2023, when the court decided to drop the

word.

The goal of the expansion of the magistrate’s role and other innovations to streamline court protocols is to
ensure each judge can give each case the care and attention it requires while also easing their stress levels,

Molina said.

“If | check in in a couple of years, I'll want to know how my colleagues are feeling work-life balance,” she
said. “It's just been work, work, work, and it's good work that we like doing, but I'd like to see them have a
little more balance.”

|u

Molina’s next legal role will be as a “professional neutral”—a mediator, arbitrator, and subject-matter expert.
She said she looks forward to having more flexibility in decision-making than being a magistrate currently

allows.
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As powerful as judges can be, there's limited relief they can offer from the bench, Molina said. It's frustrating
“that it has to be so black and white sometimes” when there can be “room for creativity—if the parties would

just sit down and negotiate with each other.”
To contact the reporter on this story: Jennifer Kay in Philadelphia at jkay@bloombergindustry.com

To contact the editors responsible for this story: Alicia Cohn at acohn@bloombergindustry.com; Carmen

Castro-Pagén at ccastro-pagan@bloomberglaw.com
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Jefferies Fund Sued by Investors Over
First Brands Collapse

Feb. 25, 2026, 12:09 PM PST

Jefferies Financial Group Inc. was sued by investors in one of its funds over losses related to its holdings in
First Brands Group, a now-bankrupt auto parts supplier at the heart of an alleged multibillion-dollar fraud

scheme.

In a suit filed Tuesday in New York, two British Virgin Islands investment companies accused Jefferies’
Leucadia Asset Management arm and its Point Bonita Capital trade-finance fund of defrauding them by
misrepresenting the terms of their purchase of First Brands receivables.

First Brands founder Patrick James and his brother Edward were indicted last month by federal
prosecutors, who claim the two stole hundreds of millions of dollars by faking and inflating invoices for
accounts receivable, double- and triple-pledging loan collateral, falsifying financial statements and hiding
liabilities from lenders.

Point Bonita purchased about $715 million in First Brands receivables, Jefferies said in October, adding in
subsequent court filings that they and other factoring firms were the victims of fraud. First Brands had its
financial statements audited by top accounting firms and attracted support from top banks, Jefferies said
at the time.

The investors who sued, Eugenia Il Investment Holdings Ltd. and Eugenia Il Investment Holdings Ltd., said
they invested $25 million in Point Bonita. They claim they were told Point Bonita had “cash dominion” over
receivables it purchased from First Brands, meaning the fund would be paid directly by the invoice
obligors.

Instead, Point Bonita allowed First Brands to collect and hold onto the cash it got from large retailers like
AutoZone Inc. and Walmart Inc. for windshield wiper blades, brake pads and other auto supplies on store
shelves, according to the lawsuit.

“Jefferies unequivocally did not engage in fraud,” a spokesman for the firm said Wednesday. “We will
vigorously defend against these specious claims and expect to prevail on the merits.”
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In an October statement, Jefferies said that, as servicer, First Brands was “responsible for directing the
obligors’ payments to Point Bonita” but had stopped directing timely transfers of funds the month before.

According to the suit, allowing First Brands to receive payments created the opportunity to falsify invoices
and other alleged frauds that brought down the business.

Point Bonita “appointed the proverbial wolf (here, First Brands) to run the hen house,” the Eugenia
companies said. They are owned by a Cayman Islands trust and have a Cayman Islands trustee, according
to the complaint. The lawsuit doesn’t specify who invested in Eugenia Il and 111

Jefferies disclosed a 75% decrease in the valuation of the fund’'s holdings of First Brands receivables at the
end of last year, according to the suit. The Eugenia plaintiffs said that, but for Point Bonita's
misrepresentations, they would have invested their $25 million in an alternative portfolio that they claim
would have yielded a return of at least $18.4 million.

The collapse of the auto parts supplier rattled Wall Street firms as well as trade financiers. First Brand
creditors facing billions of dollars in potential losses have been contemplating whether to save parts of
the business or push to liquidate its operations, Bloomberg News reported last month.

Earlier this week, Raistone Capital, a trade finance firm with substantial exposure to First Brands, filed for
bankruptcy liquidation weeks after winding down its operations.

Federal prosecutors in Manhattan allege the James brothers used fake and inflated invoices to persuade
lenders to provide billions of dollars in financing. Another former First Brands executive, Peter Andrew
Brumbergs, has pleaded guilty to his role in the scheme and is cooperating with prosecutors.

A spokesperson for Patrick James has said he didn't engage in misconduct and denies the allegations
against him, saying “the hedge funds and private credit firms are not the real victims as they claim, but
rather self-interested, sophisticated institutions that reaped billions of dollars from First Brands through
their patently absurd interest rates and fees.”

The case is Eugenia Il Investment Holdings Ltd. v. Leucadia Asset Management LLC, New York State
Supreme Court, New York County.

To contact the reporters on this story:
Chris Dolmetsch in Federal Court in Manhattan at cdolmetsch@bloomberg.net;
Jonathan Randles in New York at jrandles5@bloomberg.net;

David Voreacos in New York at dvoreacos@bloomberg.net

To contact the editors responsible for this story:
Irene Garcia Pérez at igarciaperez@bloomberg.net

Anthony Lin, Brian Chappatta
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AT&T Agrees to Put NYC Pension Funds' Diversity Reporting Proposal on Proxy
Ballot

A New York City official announced that AT&T agreed to include in its proxy ballot a shareholder proposal that, if adopted,
would require the company to publicly provide "a comprehensive breakdown of its workforce by race, ethnicity and gender."
The agreement comes less than two weeks after NYC pension funds sued to get that proposal on the ballot.

February 26, 2026 at 11:45 AM By Alyssa Aquino

AT&T store in New Jersey. Photo: Diego M. Radzinschi/ALM

New York City pension funds’ legal effort to force AT&T Inc. into bringing a diversity, equity and
inclusion-focused proposal to shareholders’ attention succeeded, with the telecommunications
company agreeing to include the proposal in its proxy materials

New York City Comptroller Mark Levine—whose office serves as the chief investment adviser for
pension funds for hundreds of thousands of current and former municipal employees, teachers
and police officers—announced that less than two weeks after the city filed a lawsuit championing
the proposal, AT&T agreed to settle the case.

“Today'’s settlement is a major win for investors amid ongoing attempts to undermine
transparency and accountability and sends a strong message to other publicly traded companies,’


https://www.law.com/news/
https://www.law.com/

Levine said in a late Wednesday statement. “AT&T shareholders will now have the responsibility to
vote on our proposal that requests disclosure of clear and detailed data to help investors better
assess its efforts to advance equal opportunity.”

AT&T didn't immediately respond to a Thursday request for comment. The company was
represented by its in-house attorneys, according to a stipulation of settlement filed with the U.S.

District Court for the Southern District of New York on Wednesday.

The comptroller’s office serves as the chief investment adviser for the New York City Employees’
Retirement System, the Teachers’ Retirement System of the City of New York, the New York City
Police Pension Fund and the New York City Board of Education Retirement System—pension funds
that hold $209 million in AT&T stock.

In December 2025, the funds submitted a proposal that, if adopted by shareholders, would require
AT&T to publicly disclose a report that the company annually submits to the U.S. Equal
Employment Opportunity Commission, “a comprehensive breakdown of its workforce by race,
ethnicity and gender.”

But the funds sued on Feb. 17, alleging that AT&T omitted the proposal from its 2026 proxy
materials, effectively blocking the effort.

The lawsuit was one of the first to be filed by the New York City Law Department, after Steven
Banks was appointed as the city’s top attorney.

In the complaint, NYC attorneys argued AT&T violated the U.S. Securities and Exchange
Commission’s Rule 14a-8, which governs when public companies must include shareholder
proposals in their proxy materials, by failing to include the pension funds.

The rule includes some exemptions and in November 2025, the SEC announced it would not
object to the exclusion of a shareholder proposal, if the company provides an “unqualified
representation” that it has a reasonable basis to exclude the proposal.

AT&T's settlement comes only a few days after PepsiCo settled a similar lawsuit from a
shareholder who proposed that PepsiCo investigate and report on whether its supply chain
complies with its internal animal welfare policy and relevant local laws. As part of the settlement,
PepsiCo agreed to include the shareholder proposal in its proxy ballot.
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Texas Says Vanguard Settles Collusion Suit for $29.5 Million
Feb. 26, 2026, 8:14 AM PST

Summary by Bloomberg Al A

e Texas said Vanguard Group Inc. agreed to pay a total of $29.5 million to settle a
lawsuit brought by a dozen states that accused the asset manager of colluding

to manipulate the energy market and reduce coal output.

e As part of the deal, Vanguard also will “avoid imposing ESG goals over its
customers’ profitability,” according to a statement by Texas Attorney General
Ken Paxton’s Office.

e The states had also sued BlackRock Inc. and State Street Corp., and that
litigation remains ongoing.

Texas said Vanguard Group Inc. agreed to pay a total of $29.5 million to settle a lawsuit brought by a dozen
states that accused the asset manager of colluding to manipulate the energy market and reduce coal

output.

As part of the deal, Vanguard also will "avoid imposing ESG goals over its customers’ profitability,”
according to a statement by Texas Attorney General Ken Paxton’s Office. A court filing showed Vanguard

was dismissed from the lawsuit.

Vanguard said in a statement that the decision to settle the litigation “allows us to put this distraction behind

us and focus on what matters — giving our investors the best chance for investment success.”

The states had also sued BlackRock Inc. and State Street Corp., and that litigation remains ongoing. The suit
is one of the most high-profile cases against the beleaguered environmental, social and governance

investment strategy.

Paxton sued the asset managers in 2024, claiming they coordinated to pressure coal companies to reduce
their production under the guise of pursuing environmental and social investing goals. The firms have been
a frequent target of Republican leaders for their voting and investment policies, so much so that they have
retreated from ESG in the US.
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Lawyers for the three asset managers told the court in June that there is no evidence that they coordinated
investment decisions or that the firms told any coal producer to cut output. They also said they weren't
committed to any policies by participating in the climate groups and that coal output rose in the years

covered by the lawsuit.

Still, US District Judge Jeremy Kernodle in Texas ruled in August that most of the claims brought by the
states can proceed, including allegations that the asset managers collectively used their stock to attempt to

substantially lessen competition.

The case is State of Texas v. BlackRock Inc., 24-cv-00437, US District Court, Eastern District of Texas (Tyler).
(Updates with Vanguard statement.)

--With assistance from Silla Brush and Tim Quinson.

To contact the reporters on this story:
Madlin Mekelburg in Austin at mmekelburg@bloomberg.net;
Julie Fine in Dallas at jfine44@bloomberg.net

To contact the editors responsible for this story:
Ben Bain at bbain2@bloomberg.net

Peter Blumberg, Steve Stroth
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Ann Lipton February 26, 2026

Back when the SEC announced it was functionally no longer going to weigh in on
whether companies may legally exclude shareholder proposals, | made a

prediction in a number of spaces — except embarrassingly, | can't remember which
ones. Possibly podcasts, webinars, conferences, I'm sure someone remembers.

Which was: Companies now are in a heads-I-win, tails-you-lose position. They can
exclude proposals, regardless of their legal basis for doing so. They can be
confident that the SEC — which is now hostile to proposals — will not sue to force
their inclusion. Very few shareholders will have the resources to sue over an
improperly excluded proposal, and if any shareholder bothers, the company can
simply moot the action by voluntarily agreeing to include the proposal even
before filing an answer to a complaint. There is no risk to the company in simply
excluding proposals, and waiting to see who sues.

And — behold!

AT&T said it would exclude a proposal offered by a variety of NYC pension funds
asking for the company to disclose its EEOC-1, i.e., a form AT&T is required to

submit to the federal government regarding the racial and gender makeup of its
workforce. AT&T claimed that such a disclosure falls under the ordinary business

exclusion of Rule 14a-8.

So, NYC pension funds — a well-heeled group of investors — filed a lawsuit, arguing
that their proposal was not subject to the ordinary business exclusion. If you
guessed it only took eight days for AT&T to agree to include the proposal on its
proxy rather than litigate — you were correct.

A similar situation just unfolded with Pepsico; within days of the filing_of a

complaint, Pepsico agreed to include a proposal rather than litigate its exclusion.

There remains, as far as | know, one other case along_these lines; in that case, the
defendant company, Axon, is litigating in response, but | suspect even if that goes
on much longer, it will be an outlier. | suspect our future looks more like AT&T and
Pepsico: wealthy investors will get their proposals included, either because
companies voluntarily agree at the outset, or because they cave at the filing of a
complaint; investors without those resources will be excluded. And note, this is not
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about the actual size of the investor’s stake; plenty of investors may have small
stakes but resources to litigate, and that's what will carry the day. If anything, this

will make the proposal process more political, rather than less, because interest
groups are more likely to have litigation infrastructure.

And another thing. In this week's Shareholder Primacy podcast, Mike Levin and |
talk about efforts to regulate proxy advisors at the state level. Here at Apple; here

at Spotify; and here at YouTube.
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FTX Victims Obtain More Time to Submit
Global Settlement Papers

Feb. 25, 2026, 1:06 PM PST

Attorneys for people who lost money in the FTX cryptocurrency exchange's collapse will have about two
additional months to finalize a global settlement with promoters, insiders, and others, a federal court said
Wednesday.

One reason for extending the deadline for requesting preliminary approval to April 24 is a dispute
requiring an arbitrator, Judge K. Michael Moore said for the US District Court for the Southern District of
Florida. The arbitrator would allocate the settlement proceeds for distribution through the FTX bankruptcy
estate and the consolidated civil litigation, according to the docket-only order.

Other reasons the plaintiffs gave the court on Tuesday are a previously announced would-be settlement
with law firm Fenwick & West LLP and a new claims process for the multidistrict litigation.

The plaintiffs have reached agreements with some insiders, alleged promoters, and auditors. The
“benefits to the class of proceeding with this round of settlements in one go are enormous,” they told
Moore.

Boies Schiller Flexner LLP and the Moskowitz Law Firm PLLC are lead counsel for the digital asset and
account holders. Counsel for defendants includes Gunster and Gibson, Dunn and Crutcher LLP, which
represent Fenwick.

The case is In re FTX Cryptocurrency Exch. Collapse Litig., S.D. Fla., No. 1:23-md-03076, 2/25/26 .
To contact the reporter on this story: Martina Barash in Washington at mbarash@bloomberglaw.com

To contact the editor responsible for this story: Kiera Geraghty at kgeraghty@bloombergindustry.com
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Profile Cryptocurrency

The Lawyer Who Took on FTX’s Web of Promoters

Starting from a single referral call, Adam Moskowitz and his team built a sweeping case against FTX promoters, driving over
$100 million in settlements and redefining theories on liability.

February 26,2026 at 07:30 AM By Michael A. Mora

Adam Moskowitz, with Moskowitz Law. Courtesy photo

The series of cases that have helped raise the profile of Adam Moskowitz as a lawyer for plaintiffs
in cryptocurrency cases started with an anonymous phone call.

The call arrived through a confidential referral network connecting potential plaintiffs to class-
action lawyers. FTX, the caller told him, was based in Miami and the cryptocurrency sold on its
collapsed trading platform amounted to unregistered securities.

Moskowitz was skeptical.

“The law was bad,” he would later recall.
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FTX abruptly collapsed in November 2022, triggering a multibillion-dollar bankruptcy. Authorities
said customer deposits were diverted to an affiliated trading firm, Alameda Research, to cover
losses and fund investments, political donations and luxury real estate. A federal jury later
convicted founder Sam Bankman-Fried of fraud and conspiracy.

There was a then-controlling ruling by U.S. District Judge Donald Middlebrooks of the Southern
District of Florida, who held—before the decision was later reversed on appeal—that plaintiffs

must show each investor viewed and relied on specific online promotions to pursue securities
claims. There was also a practical concern: how to recover damages from a bankrupt exchange.

“I thought, ‘We can sue the aiders and abettors in a class action,” said Moskowitz, 58, the founding
partner of Moskowitz Law.

Moskowitz believed the case would pit his firm against some of the most well-resourced
defendants in the industry and he sought experienced co-counsel. He turned to David Boies,
founding partner of Boies Schiller Flexner. The two were already working together on a class
action tied to Voyager Digital, a cryptocurrency exchange that collapsed months before FTX.

Now, nearly three years after the initial tip and the filing of the first lawsuit, Moskowitz and Boies
are seeking approval from U.S. District Judge K. Michael Moore in Miami of an initial wave of
settlements exceeding $100 million with defendants accused of promoting FTX. The agreements
span six categories and range from settlements with Hall of Fame basketball player Shaquille
O'Neal to the law firm Fenwick & West.

To understand what made Moskowitz respond to that phone call by pressing ahead with an effort
to bring claims on behalf of investors caught up in FTX's implosion, it might help to know a little bit
more about his background.

Moskowitz earned his J.D. from the University of Miami School of Law in 1993. He began his
career at a small firm where an early experience left a lasting impression. A partner took him to a
hospital room to meet Jim Dauvis, a client who claimed DuPont products caused him to develop a
debilitating lliness. Moskowitz watched while the company’s lawyers deposed Davis from his
bedside.

That power imbalance pushed Moskowitz to focus almost exclusively on class action litigation.
After about three years at the firm, he joined Kozyak Tropin & Throckmorton, a prominent Florida
firm that has since produced several federal judges, where he eventually rose to managing partner.
He held the role for several years before he says a falling-out in 2015 with one partner led to his
departure.
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“He told me, ‘You're out,” Moskowitz recalled. “It was the toughest point in my life. So, the question
is, what do you do?”

Moskowitz decided to start his own firm. Around the same time, he met his wife and the couple
went on to have four children. As he rebuilt his practice, Moskowitz continued to pursue class
actions and field tips about potential crypto fraud through the David Project, a tipline for potential
class action plaintiffs run by the firm. The project, named for the Goliath-slaying David of the Bible,

often refers those matters to lawyers at other firms.
That changed when he received the call about FTX.

Before its collapse, Bankman-Fried promoted FTX as a safe and accessible platform for
mainstream investors, cultivating an image as a young, altruistic billionaire. The suits Moskowitz
has brought allege the company’s rapid rise was fueled by a network of celebrity endorsers,
professional advisers and venture investors who helped legitimize the exchange.

Joey Kaye, then an associate at the Moskowitz Law Firm, who has since made partner, began
working with Alexander Boies, a partner at Boies Schiller Flexner, to put together research on the
FTX case following the crypto exchange's collapse. David Boies said what stood out to his son
were advertisements by Tom Brady, Gisele Biindchen and others in a $20 million marketing blitz to

normalize cryptocurrency for everyday investors.

The main ad showed Brady calling around to a bartender in Boston and a fireman in New York and
asking, “Are you in?” The ads culminated with a 2022 Super Bowl ad featuring Larry David
portraying a character who misses out on great, forward-thinking inventions (including the wheel
and the lightbulb), who finally misses out on FTX, with the slogan "Don't Be Like Larry."

“Alexander and Joye Kaye prepared a complaint that Adam and | looked at going after people who
promoted the FTX tokens,” Boies said. “We filed that case in Miami.”

The class action alleged one of the most sweeping failures by celebrity promoters in recent
memory, accusing influencers of marketing FTX across television, social media and public
appearances without conducting “any due diligence prior to marketing these FTX products to the
public.” The lawsuit named Bankman-Fried, Brady, Biindchen, O’'Neal and others.

“When we first filed the complaint, we sued the insiders,” Moskowitz said. “These insiders were
facing serious liability.”

His goal, he said, was not just financial recovery.

“The information was priceless,” he said.
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At one point, Moskowitz met Bankman-Fried himself in prison. They spoke in a shared room, under
supervision, surrounded by other inmates.

“He was a quiet, self-absorbed guy who wanted to help us,” Moskowitz said.
Serving some defendants proved to be difficult.

In federal court, generally, the plaintiff has 90 days to serve a summons and complaint on a
defendant after the lawsuit is filed. If a defendant is not served within this time, the case may be
dismissed without prejudice, unless an extension of time is granted for good cause

O’Neal, at over seven-feet-tall and 300-plus pounds, had been "hiding and driving away from our
process servers for the past three months," according to court filings. Attempts to serve him at the

TNT studios, where O'Neal worked as a broadcaster, were blocked by security guards. Eventually,

the process servers were able to serve him in a moment recorded on video.

As the case expanded, the plaintiffs widened their focus beyond individual promoters to include
sports organizations such as the Golden State Warriors and MLB Players Inc., as well as luxury car
companies, banks serving crypto firms, blockchain platforms, public relations and marketing
agencies, law firms, accountants and a dozen domestic and international venture capital funds.
The growing number of claims—and the filing of parallel lawsuits by other frms—led to the
consolidation of the cases into multidistrict litigation in Miami. Moskowitz and Boies were
appointed class counsel. The litigation has since been divided into six formal tracks, reflecting the
broad range of defendants and legal theories involved.

The litigation unfolded alongside FTX's bankruptcy, which generated staggering fees for the

lawyers dismantling the company’s remains. Nearly $1 billion would eventually flow to
restructuring advisers and law firms. Lead counsel Sullivan & Cromwell has collected about $232

million, whileQuinn Emanuel Urquhart & Sullivan, serving as special litigation counsel, was

awarded roughly $48 million.

Lawyers pursuing the class action won't recover anything unless they secure settlements or win at
trial. The initial wave of settlements marks a significant milestone in Moskowitz and Boies’
multiyear effort, with class counsel set to receive one-third of the amount. Still, the litigation has
been hard-fought.

They faced defense teams from several Am Law 100 firms, including Weil, Gotshal & Manges;
Gibson, Dunn & Crutcher; and Latham & Watkins.

In May, U.S. District Judge K. Michael Moore narrowed the case against “the power brokers of the

entertainment world” but allowed key claims to move forward. He ruled that the promotion of the


https://www.law.com/2023/04/17/shaquille-oneal-served-court-papers-in-ftx-case-after-allegedly-dodging-service/
https://www.law.com/2023/04/17/shaquille-oneal-served-court-papers-in-ftx-case-after-allegedly-dodging-service/
https://www.law.com/nationallawjournal/2026/01/22/sullivan--cromwell-claims-largest-share-of-ftxs-nearly-1-billion-fee-payout/
https://www.sullcrom.com/
https://www.quinnemanuel.com/
https://www.weil.com/
https://www.gibsondunn.com/
https://www.lw.com/
https://www.law.com/2025/05/07/judge-allows-ftx-investor-lawsuit-to-proceed-against-celebrities-youtube-promoters/

FTX platform could not be separated from the promotion of the underlying securities, allowing
claims under Florida securities law and similar claims under Oklahoma law to survive dismissal.
The court also authorized discovery to proceed.

Throughout the litigation, Boies described Moskowitz as a “bundle of energy.”

“He’s a very smart, effective lawyer who is very well prepared,” Boies said. “He's someone who
believes, as | do, that class actions have an important role in vindicating consumer rights. Many
cases couldn't be brought except as class actions.”

The Voyager litigation, which centered on the offering and sale of alleged unregistered securities,
has resulted in several high-profile settlements in the millions of dollars, leaving Mark Cuban, the

Dallas Mavericks and McCarter & English among the remaining defendants. The FTX case,

meanwhile, is widely viewed as one of the most prominent ongoing crypto lawsuits.
Still, Boies said he doesn't consider himself a “crypto lawyer.”

“I'm less of a crypto lawyer than a big case trial lawyer,’ Boies said. “But wherever the issue is that
is most important, | like to be involved in.”

He added of Moskowitz, “I'm looking forward to trying the [FTX] case with him.”

Jason Spitalnick, a partner at Snell & Wilmer and a former enforcement lawyer at the Securities
and Exchange Commission, said the FTX promoter cases exemplify a litigation trend among

plaintiffs’ lawyers toward relying on Section 12 of the Securities Act. This provision gives investors
a direct path to sue over unregistered securities and makes it easier to hold defendants liable
without proving intent to defraud.

“The hook they are using to sue promoters is Section 12’s so-called statutory seller test,” Spitalnick
said. “It allows them to target anyone who earned money by soliciting the purchase of an
unregistered security.”

Spitalnick, who is not involved in the case, said paid promotion of crypto offerings is likely to
continue regardless of the outcome, along with the expanded theories of liability that have
emerged from the FTX litigation.

“A-list celebrities may not participate because of the demonstrated legal risk,” Spitalnick said. “But
there is no shortage of less sophisticated influencers lining up to promote crypto projects.”

Looking back on the case so far, Moskowitz said lawyers should trust their instincts when
something does not seem right and be willing to pursue creative legal strategies, while recognizing
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the risks of taking on powerful defendants, such as the banks, law firms, accountants and venture
capital funds the FTX litigation has expanded to include.

“With any of these big companies, they have virtually unlimited resources and nothing is easy,” he
said. “But if you truly believe in the case and put in the time to develop the evidence, there are
judges who will call the balls and strikes fairly. People can be held accountable, and you can
change history.”
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9th Circuit restores attorney fees slashed over firm
size

dailyjournal.com/articles/389984-9th-circuit-restores-attorney-fees-slashed-over-firm-size

U.S. District Judge Michael W. Fitzgerald
The 9th U.S. Circuit Court of Appeals has vacated a $4.5 million fee reduction,
ruling that a winning law firm's small size cannot be used to justify lower fees and
declaring that "brilliance at the bar" is not measured by the number of associates
a lawyer commands.

The opinion, written by Circuit Judge Salvador Mendoza Jr., reversed a ruling by
U.S. District Judge Michael W. Fitzgerald who had reduced attorney fees awarded
to San Francisco firm Gaw Poe LLP because of its small size.

"We should not reduce fee awards to lawyers simply because of how they have
structured their workplaces," Mendoza wrote in Tuesday's opinion. "And,
conversely, the fact that a firm is larger and has a larger overhead should not
automatically entitle its attorneys to higher fees."

The panel, which also included Circuit Judges Kim McLane Wardlaw and Anthony
D. Johnstone, further affirmed a ruling in favor of small wholesalers who claimed
that the makers of Clear Eyes eyedrops unlawfully offered price advantages to
larger buyers, including Costco and Sam's Club.

The wholesaler plaintiffs were represented by Gaw Poe attorneys Mark W. Poe,
Victor Meng and Randolph Gaw.

Gaw called the decision a "landmark opinion in many ways" in a phone call on
Wednesday.

"I think this is really the first opinion that I'm aware of that recognizes that you can
have lawyers in any type of firm configuration doing really high-quality work out
there, and that they might be entitled to compensation equal to lawyers at the
largest law firms," Gaw said.

"The district court, for whatever reason, felt that it was a relevant factor that we
were a then four-person law firm," he continued. "Speaking for myself, the case
law doesn't support that as a consideration, and the 9th Circuit has made that
explicit now with its most current order."

https://www.dailyjournal.com/articles/389984-9th-circuit-restores-attorney-fees-slashed-over-firm-size
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After a Los Angeles federal jury ruled in favor of Gaw Poe's clients, Fitzgerald
slashed the firm's award by more than half, from a requested $7.6 million in fees
to $3.1 million in fees.

"Notwithstanding plaintiffs' counsel's background, accolades, and expertise in this
area of the law, it is simply unreasonable to award big law rates to a four-person
firm representing mom-and-pop warehouses," Fitzgerald wrote in his August 2024
order.

Tuesday's opinion addressed this reasoning directly, calling it an abuse of
discretion.

"First-rate attorneys who prevail in litigation are entitled to receive fees
commensurate with their skill, experience, and reputation, even if their clients are
mom-and-pop businesses that don't have Fortune 500 budgets to hire big law
firms to represent them," Mendoza wrote.

Defendants Prestige Brands Holdings Inc. and Medtech Products Inc. were
represented by Duane Morris LLP attorneys Michael L. Fox and Christopher S.
Patterson in San Francisco, as well as Robert Kum in Los Angeles and Robert M.
Palumbos and William Shotzbarger in Philadelphia. Kum declined to comment in a
phone call on Wednesday, while co-counsel did not respond to phone or email
inquiries by press time.

The lawsuit alleged violations of the Robinson-Patman Act, California's Unfair
Practices Act, and the Unfair Competition Law. Plaintiffs asserted that Prestige
provided larger competitors with a 5% price advantage and exclusive rebates
unavailable to smaller distributors. These practices allegedly caused secondary-
line price discrimination that injured competition by forcing disfavored
wholesalers to choose between losing sales or selling at a loss, according to the
plaintiffs. L.A. International Corporation v. Prestige Brands Holdings, Inc. et al., 2:18-
cv-06809 (C.D. Cal,, filed Aug. 8, 2018).

Prestige defended its pricing by arguing that payments to Costco were legitimate
functional discounts--reasonable reimbursements for promotional services--rather
than discriminatory pricing. They contended the Robinson-Patman Act
necessitated a showing of substantial harm to competition, a higher standard than
a "reasonable possibility."
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Additionally, the defense asserted that wholesalers were not in actual competition
with membership clubs like Costco for the "same dollar" due to their different
market models.

A jury rejected these arguments at trial in 2024.
#389984

Skyler Romero

Daily Journal Staff Writer
skyler romero@dailyjournal.com
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McCarthy Tétrault Puts Law Firm Contingency Fees on Trial in $10B Canadian
Treaty Settlement

"A lawyer's retainer is not a lottery ticket," an Ontario judge ruled. But with a half a billion dollar fee at stake, some are gambling
the appeal court will disagree.

February 26,2026 at 11:31 AM By John Schofield

Canadian flag and currency; Adobe Stock

When two of the Indigenous communities at the heart of a CAS10 billion (USS7.3 billion) Canadian
treaty settlement realized their lawyers were pocketing more money than they were, they hired
Toronto power broker McCarthy Tetrault—and won, with a judge slashing the $510 million
contingency fee by 90%.

McCarthy Tetrault challenged the fee on behalf of two of the 21 Anishinaabe communities along
the north shore of Lake Huron who took the Canadian and Ontario governments to court in 2014
over unpaid resource revenue annuities promised under an 1850 treaty.
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In October, Ontario Superior Court Justice Frederick Myers slashed the contingency fee from $510
million to $40 million, ruling it was excessive and unreasonable. Now, a Court of Appeal in
Canada'’s largest province is gearing up to hear arguments later this year that will focus on the
legal fee stemming from the Indigenous treaty settlement.

“It's a whole cascade of things that went wrong,” said Michael Rosenberg, the McCarthy Tetrault
partner who is leading the legal team for the two opposing First Nations. “Ultimately, what the
court found was that the legal opinion that the lawyers provided on the fairness of their own fees
was itself wrong.”

‘Jackpot’ Contingency Fees

Rosenberg is now representing his clients in an appeal brought by Nahwegahbow Corbiere (NCC),
an Ontario law firm that acts exclusively for First Nations individuals and communities. NCC billed
its $510 million fee under the terms of a partial contingency fee agreement.

All 21 First Nations, which formed the Robinson Huron Treaty Litigation Trust, initially supported
the fee arrangement, which entitled NCC to a flat 5% share of a successful settlement. The
lawyers also agreed to bill at 50% of their normal hourly rates during the litigation.

But in 2024, a year after the $10 billion out-of-court settlement, Garden River First Nation and
Atikameksheng Anishnawbek First Nation challenged the fees as “unreasonable,” noting some
nations received less in the settlement than their lawyers.

Justice Myers agreed, ruling in part that the NCC legal team had a conflict of interest after
encouraging the First Nations to accept the fee without obtaining independent legal advice. He
also found that the First Nations chiefs were not informed that an uncapped percentage fee was
problematic for a case where recoveries were expected to reach hundreds of millions—or even
billions—of dollars.

“A lawyer’s professional retainer is not a lottery ticket offering a bonus prize of generational wealth
to the lawyers if the clients hit the jackpot and win a mega-award,” Justice Myers wrote in his
decision. “In Ontario, money recovered for clients in litigation in excess of fair and reasonable
legal fees must go to the clients.”

Savvy Negotiators

NCC is challenging the ruling, however, arguing in their notice of appeal that “the chiefs and
trustees involved in reaching the fee agreement were experienced negotiators who drove a hard
bargain and were well aware of what they were doing over the entire course of the litigation.”



“The appellants reject the notion that the litigation fund’s trustees were naive and ill-informed—a
conclusion that echoes centuries of paternalistic attitudes toward First Nations,” NCC’s statement
said.

There’'s no doubt that NCC achieved a good result for their clients and should be rewarded,
Rosenberg argued in an interview. But under the fee agreement, NCC did not have to bear any of
the adverse risk costs and was paid as the litigation progressed at more than 75% of their regular
rate, billing $17 million. The client covered all disbursements.

Justice Myers topped off that amount with an additional $23 million—approximately the NCC legal
team's full fee if they had been paid hourly. Rosenberg said that equates to about four times the
amount they risked—a bit less than $§6 million—and fits within the usual rubric for an Ontario class
action fee assessment.

Rosenberg also said the original fee agreement went off the rails, in part, because the litigation
was a representative action, not a class action, which would have been subject to a fee
assessment by a court.

“The only opinion on the fairness of the fees was provided by the lawyers who were receiving
those fees and being paid to provide that opinion at the same time,” Rosenberg said.

“They did not recognize the conflict of interest,” he added. “It was a lapse in judgment.”
A Question of Sovereignty?

While Rosenberg argues that the fee should have been assessed by a court from the start because
of the huge amounts of money involved and the number of people affected, NCC’s position is that
all 21 Indigenous communities originally supported the fee deal, so the courts should not interfere
with First Nations’ sovereignty.

Brian Gover, a partner with Toronto-based Stockwoods Barristers, is representing NCC and expects
their appeal to be heard sometime between June and October.

In the NCC statement issued when the appeal was filed in November, the firm noted that the legal
team intended to donate half of its $510 million fee to the 21 First Nations communities for
programs benefiting the Anishnaabe language, culture and other community services.

Justice Myers’s decision has thrown that plan into doubt, it added.
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News Mass Torts

'Eggshell’ Plaintiff In Social Media Addiction Trial Set to Testify on Thursday

Victoria Burke, who was a therapist to plaintiff Kaley, or K.G.M., for six months in 2019, provided testimony in the Los Angeles
Superior Court trial on Wednesday.

February 25,2026 at 09:14 PM By Amanda Bronstad

What You Need to Know

o The testimony of plaintiff Kaley is expected to be highly contentious given the pretrial fights over what jurors
should be allowed to hear as evidence.

» Burke, a licensed marriage and family therapist, testified that she diagnosed the then-13-year-old with generalized
anxiety disorder at first and, after additional sessions, with social phobia and body dysmorphia.

» Meta attorney Andrew Stanner poked holes in Burke’s 2025 deposition, in which she stated she had no opinion
about whether social media caused or contributed to Kaley’s mental health problems.

Los Angeles Superior Court at 312 N. Spring St. in downtown Los Angeles. Photo: Amanda Bronstad/ALM
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The lead plaintiff in a high-profile trial against social media companies is set to testify on
Thursday in Los Angeles about how she allegedly became addicted to Instagram and YouTube,
causing her depression and body dysmorphia.

The trial against Meta Platforms Inc., which operates Instagram, and YouTube, owned by Google,
involves plaintiff Kaley, sometimes referred to as K.G.M., whose one-time therapist spent most of
the day testifying on Wednesday. Kaley was on YouTube at age six and, at age nine, got an
Instagram account.

The testimony of Kaley, whom her attorney, W. Mark Lanier, described to jurors in an opening
statement earlier this month as an “eggshell plaintiff,” is expected to be highly contentious given

the pretrial fights over what jurors should be allowed to hear as evidence. Both sides filed briefs
ahead of Kaley's testimony on hearsay and character evidence. Specifically, Meta insisted in a
Wednesday filing that Kaley’s lawyers should not be allowed to exclude 41 exhibits containing her
social media posts about her mother and nine video recordings of her mother yelling at her, as well
as her parents’ divorce case and references to domestic abuse.

Even Kaley's therapist's testimony drew sidebars and objections. Earlier in the day, Victoria Burke,
a licensed marriage and family therapist who treated Kaley for six months in 2019, testified that
she diagnosed the then-13-year-old with generalized anxiety disorder at first and, after additional
sessions, with social phobia and body dysmorphia.

During the afternoon break, Lanier, of The Lanier Law Firm in Houston, raised concerns about a
comment made by Meta attorney Andrew Stanner of Covington & Burling in Washington D.C., that
Kaley's sister had body dysmorphia, rather than an eating disorder, during his cross-examination of
Burke.

“To make that suggestion to the jury through that question as if body dysmorphia is something
that runs in the family is something we're very concerned about,” Lanier told Los Angeles Superior
Court Judge Carolyn Kuhl. “To do that is blatantly unfair.”

Her Phone Was a 'Distraction Technique'

Burke, then a trainee at Victor Community Support Services in Chico, California, testified that she
was aware that Kaley used social media for creative purposes, primarily to publish her digital
artwork and video editing, and that she was upset when she didn’t have her phone.

“The two were closely related in the sense it could really make or break sometimes her mood,” she
told Lanier.
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Lanier made a point of noting that Burke never
described Kaley as having social media addiction
at the time because that wasn't an official
diagnosis.

“Yes, | would say that social media addiction was
not something in those words we had a name for,
that we were talking about, or we were
addressing at that level in my graduation
program,’ Burke replied. “However, | was curious
about that.”

She did find that Kaley had social phobia, which

was a “severe fear” of perceived judgment,

rejection and approval by others. She agreed that
Mark Lanier of The Lanier Law Firm. Courtesy photo ¢could be considered a sign of social media

addiction—and make it challenging to testify in
court.

Lanier showed the jury several of Burke’s reports, which included references to Kaley hiding during
lunch and breaks at school and “worrying about what others think of her” and “feeling
embarrassed during social interactions.” She felt that her boyfriend was the only person who paid
attention to her and feared that her sister would leave her.

“I remember being concerned because she had said her sister made a suicide attempt,” Burke
testified.

Lanier also asked about Kaley's mom, who sometimes attended therapy sessions with her
daughter.

“Did Kaley ever tell you she was being abused by her mother?” he asked.

“Not to my recollection,” Burke replied. “I think there was tension in the relationship and that was
something we were actively working on. There was stress in the relationship, but Mom also was a
flerce advocate for the client.”

In therapy, Kaley said she wished she was pretty, without a chubby face or lines, Burke said. She
also checked her appearance 20 times a day, which Burke considered “functional impairment.”

Kaley used her phone as a “distraction technique,” she said.



“If you can pick up your phone, temporarily, momentarily, it doesn't feel like you have to stay in
perception of all eyes on you,” she said.

'TDo Not Believe It Was Causation'

Stanner, on cross-examination, noted that Burke never mentioned social media in most of her
reports about Kaley. In fact, Kaley’'s key stressors were bullying at school, particularly in gym class,
and problems at home, where she felt lonely when her mother took her phone away.

“The trigger for this was the phone being taken away,” Burke explained.

Stanner also referenced a report where Kaley told Burke she had tried cutting and other self-harm
behaviors after her peers at school told her to do it.

“We've all heard the phrase ‘peer pressure,” he said. “This is an extreme incident of peer pressure.”
Burke agreed with Stanner that Kaley's phone was often a temporary coping mechanism.

“It temporarily reduces stress,” Burke said.

Stanner also poked holes in Burke’s 2025 deposition, in which she stated she had no opinion about
whether social media caused or contributed to Kaley’'s mental health problems.

“I answered the question the best of my ability in the moment, and my opinion today is different,’
she replied.

He pushed further, noting that she said in her deposition that she had no opinion about whether
Kaley's use of social media contributed to her anxiety.

“I believe it was a contributing factor, | do not believe it was causation,” Burke replied.

Why the change? Stanner suggested that, since her deposition, she had met with lawyers and read
news articles about the case.

On re-direct, Lanier asked whether they talked about the case while having lunch.
“No, we shared dog photos,” Burke said, smiling.

Lauren Gallo White, a San Francisco partner at Wilson Sonsini Goodrich & Rosati representing
YouTube, asked Burke about being on YouTube herself for a decade. When asked if she
recommended certain YouTube videos to her patients, Burke replied, “Very regularly.”

“| saw both benefits and areas of where it was getting in the way, as well,” Burke replied.



The trial is part of a consolidated proceeding in California state courts before Kuhl. Two other
defendants, TikTok, owned by ByteDance, and Snap Inc., which operates Snapchat, settled prior to
trial.

Both Instagram CEO Adam Mosseri and Mark Zuckerberg, the CEO of Meta, have testified in the
trial.
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Social media addiction trial takes new turn with
therapist's testimony

reuters.com/legal/litigation/woman-suing-meta-youtube-over-social-media-addiction-takes-stand-trial-
2026-02-25

Jody Godoy, Steve Gorman February 25, 2026

Item 1 of 8 Julianna Arnold, who founded the nonprofit Parents RISE after her
daughter Koko died at the age of 17 in 2022, speaks to the media outside the
courthouse on the day plaintiff Kaley G.M. takes the stand at a trial in a key test
case accusing Meta and Google's YouTube of harming children's mental health
through addictive social media platforms, in Los Angeles, California, U.S., February
25, 2026. REUTERS/Mike Blake

[1/8]Julianna Arnold, who founded the nonprofit Parents RISE after her daughter
Koko died at the age of 17 in 2022, speaks to the media outside the courthouse

on the day plaintiff Kaley G.M. takes the... Purchase Licensing Rights, opens new
tab Read more
LOS ANGELES, Feb 25 (Reuters) - The former psychotherapist of a California

woman suing Meta's (META.O) B ,_opens new tab Instagram and Alphabet's
(GOOGL.O) B ,_opens new tab YouTube, claiming a childhood addiction to the

platforms damaged her mental health, testified on Tuesday that adolescent social
media usage was a contributing factor.

Victoria Burke, the licensed therapist, appeared as a witness in a landmark civil trial
in Los Angeles County Superior Court testing whether Big Tech can be held liable
for the design of apps widely blamed for fueling a mental health crisis among
young people.

Sign up here.

Burke was called by lawyers for the plaintiff, known in court only as Kaley G.M.,, to
set the stage for the next phase of the trial exploring whether and how Kaley's
engagement with social media as a child affected her wellbeing.

Kaley is expected to take the stand on Thursday once Burke completes her
testimony.

The case is part of a broader global backlash against social media companies over
alleged harms to children and teens. Australia has banned under-16s from such

platforms, and other countries are considering similar restrictions. The tech firms
deny the allegations and say users must be at least 13 to register.
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Burke was working as a therapy trainee for a school district when she diagnosed
and treated then 13-year-old Kaley for several months in 2019.

She told jurors she initially diagnosed Kaley as suffering from generalized anxiety
disorder, but later revised the diagnosis to social phobia and body dysmorphic
disorder.

Burke drew no conclusions as to whether social media had directly caused Kaley's
adolescent struggles with fear of social rejection and peer judgment, or her
worries over perceived flaws in her physical appearance.

But under cross-examination, Burke testified that she believed Kaley's social media
experience was a "contributing factor" in her mental issues.

The therapist said Kaley often complained about online "bullying" by peers, and
recalled at least one instance in which the girl told her she had "deleted" herself
from a social media page, only to return later.

SOCIAL MEDIA USE AT AGE 6

Burke also acknowledged that Kaley's social media usage was not altogether
negative, recalling that Kaley said she enjoyed creating video "art" to post online,
though she became frustrated when others took credit for her work.

According to her lawsuit, Kaley began using YouTube when she was 6 and
Instagram at age 9, and says the platforms contributed to psychiatric disorders,
including depression and body dysmorphia.

Her lawyers have cast their client as a victim of deliberate designs and business
models that sought to profit by hooking young children on advertising-supported
online services despite knowing the risks to their mental health,

The beginning_ of the trial focused on what the companies knew about how social
media affects children, and their business strategies related to younger users.
Meta CEO Mark Zuckerberg testified that the company discussed but never
launched products for children.

To win the case, Kaley's lawyers must show that the way the companies designed
or operated the platforms was a substantial factor in causing or worsening her
mental health issues.
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QUESTIONS OF HOME LIFE

Kaley's health records show a history of verbal and physical abuse and a fraught
relationship with her parents, who divorced when she was three, Meta's lawyer
said in opening statements. Kaley's mother is expected to give evidence following
her daughter's testimony.

Her own lawyer has pointed to a recent internal study by Meta where teens with
difficult life circumstances more often said they used Instagram habitually or
unintentionally.

Features such as videos that autoplay and a feed that allows for endless scrolling
were designed to keep users on the platforms, despite evidence of harms to
younger users' mental health, her lawyers allege. Meanwhile, "like" buttons
catered to teenagers' need for validation while beauty filters warped their self-
image, the lawyer said.

YouTube's lawyer said Kaley failed to use platform features designed to protect
users from bullying, including tools to delete comments and limit time spent
watching videos, according to a court filing.

The YouTube attorney in court cited records that showed Kaley's average time
viewing YouTube Shorts was around 1 minute 14 seconds a day and her average
time spent streaming YouTube videos in the past five years was around 29
minutes.

Burke said she never assessed the average duration of Kaley's daily social media
usage. On Wednesday, she testified the notion of social media addiction had yet
to emerge as a widely recognized phenomenon in her field, and was still not listed
as a diagnosis in the latest edition of the Diagnostic and Statistical Manual, the key
text for U.S. mental health professionals.

Reporting by Jody Godoy in New York and Steve Gorman in Los Angeles;
Additional reporting by Courtney Rozen in Washington; Editing by Aurora Ellis and
Kate Mayberry
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Therapist says social media addiction not
recognized diagnosis

dailyjournal.com/articles/389987-therapist-says-social-media-addiction-not-recognized-diagnosis

Mark Lanier
A therapist testified Wednesday that although "social media addiction" is not a
recognized clinical diagnosis - and she has no opinion on whether Instagram
caused a teen's anxiety and body dysmorphia - problematic social media use can
manifest through other mental health disorders.

The testimony occurred in a trial that tests the novel plaintiff's theory that social
media platforms are defectively designed to addict and harm minors. It is in its
third week of evidence presentation before Superior Court Judge Carolyn B. Kuhl
in Los Angeles. Jurors are expected to begin deliberating in early March.

The plaintiff, known as Kaley G.M., was expected to testify Wednesday, but the
examination of the therapist did not finish as of press deadline.

In cross-examination, a defense attorney for Meta Platforms stressed that the
therapist never made an addiction diagnosis and never documented excessive
social media use by the plaintiff, who sued as a minor but is now 20. Meta's
attorney cited years-old records and pointed to deposition testimony last year in
which the therapist said she had no opinion on whether social media caused any
alleged harm, but now believes it was a contributing factor. Meta's counsel went
over every single document from January-July 2019 in which the therapist had
written notes about the plaintiff. Social Media Cases, JCCP5255 (L.A. Super. Ct.,
filed Oct. 24, 2022).

At the center of the case are Kaley's claims that her use of Instagram and YouTube

as a child disrupted her development and significantly contributed to her mental
health struggles. Snapchat and TikTok were also part of the case but settled
Kaley's claims days before trial began.

Kaley's counsel argues social media design features such as autoplay, notifications

and algorithmic recommendations fostered the compulsive use and led to her
struggles.
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Meta and Google, defended by Covington & Burling and Wilson Sonsini Goodrich
Rosati LLP, contend their platforms are not inherently addictive and did not cause
Kaley's alleged mental health harms. Instead, the defense argues her struggles
stemmed from factors unrelated to Instagram or YouTube, including preexisting
family and social stressors.

Under direct examination by Lanier Law Firm founder Mark Lanier - who
represents Kaley in the first bellwether social media addiction trial - Victoria Burke,
the therapist who treated Kaley in 2019, told jurors that although she did not
make the addiction diagnosis back then, the absence of a formal label did not
mean problematic online behavior could not be reflected in other conditions.

Kaley is no longer being treated by Burke.

"Not only did | not diagnose her with it ... there is no social media diagnosis in the
DSM [Diagnostic and Statistical Manual of Mental Disorders]," Burke said,
explaining that clinicians instead document symptoms under recognized
disorders.

During Burke's 2019 treatment of Kaley, the therapist said, she initially diagnosed
"generalized anxiety disorder," but later revised that assessment to "social phobia"
and "body dysmorphia." She said the change reflected a clearer picture of the
then-teen's symptoms, including persistent fears of being judged by peers at
school and a fixation on perceived physical flaws.

Burke described Kaley as reporting anxiety in social settings, worrying about being
"observed and ridiculed," and responding by hiding at lunch and during breaks to
avoid interaction. At times, Burke said, Kaley told her she arrived at school early
and used her