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In an industry defined by explosive growth and staggering valuations, the digital
infrastructure giant Prime Data Centers now finds itself at the center of a legal firestorm.
Seven former employees, who they claim were instrumental in the company's meteoric
rise, have filed a coordinated trio of lawsuits in Texas, California, and New York, alleging
a sweeping fraudulent scheme orchestrated by the company’s top executives. The
lawsuits target Prime Data Centers, its subsidiary Data Realty Holdings Corp., CEO
Nicholas Laag, and CFO Ulrich Pelz, accusing them of fraud, misrepresentation, and
racketeering to strip employees and partners of equity potentially worth hundreds of
millions of dollars.

The allegations paint a stark picture of betrayal at the heart of a company valued at over
$6 billion. The plaintiffs, whose combined claims exceed $400 million, assert that while
they were building a global data center platform that grew an astonishing 4,000%, the
company's leadership was systematically dismantling the very contractual promises that
had lured them. The Dallas plaintiffs alone are seeking $185 million in damages, setting
the stage for a contentious battle that peels back the curtain on wealth creation and
corporate governance in the digital age.

The Anatomy of an Alleged Betrayal

At the core of the dispute is the foundational pact of the modern tech economy: equity
in exchange for talent and dedication. The lawsuits allege that Prime’s leadership
recruited dozens of key employees with contractual equity incentives, positioning them
to share in the enormous value they were helping to create. These weren't just rank-
and-file workers; the plaintiffs are described as core members of the team that
transformed a fledgling operation into a powerhouse of the data infrastructure world.

However, as the company's valuation climbed into the billions, the lawsuits claim the
executives' focus shifted from honoring these commitments to erasing them. Rogge
Dunn, the attorney for the Texas plaintiffs, articulated the alleged betrayal in stark terms.
“As Prime’s value skyrocketed, instead of honoring its contractual commitments so
employees who were instrumental in its growth could benefit financially from their work,


https://briefglance.com/articles/the-6-billion-mirage-fraud-allegations-rock-a-data-center-giant
https://briefglance.com/articles/the-6-billion-mirage-fraud-allegations-rock-a-data-center-giant

company ownership looked for ways to take from them what they earned and were
owed,” he stated. Dunn added that the “company leadership purposefully targeted key
employees, pressuring them to sign new--much less favorable--agreements.”

This alleged pressure campaign represents a classic bait-and-switch narrative, where the
promise of a shared future was purportedly replaced by a concerted effort to
consolidate wealth at the very top. The employees believed they were building their own
fortunes alongside the company's. Instead, they now claim they were building a mirage,
their promised stakes in a multi-billion-dollar enterprise allegedly rendered worthless
through deceptive corporate maneuvers.

Deconstructing the Financial Allegations

The methods allegedly used to divest employees of their equity were as sophisticated as
they were audacious, according to the court filings. The plaintiffs contend that CEO
Nicholas Laag and CFO Ulrich Pelz engineered a two-tiered valuation system. For
internal purposes, specifically when calculating the value of employee equity, the
company was allegedly assigned artificially low valuations that rendered their holdings
worthless. Simultaneously, the lawsuits claim, the same executives were marketing the
company to outside investors based on its true, multi-billion-dollar valuation.

The legal complaints also shed light on more complex financial instruments allegedly
used in the scheme. One specific allegation details how a co-owner's interest was taken
outright in an undisclosed transaction. The filings describe a process where, without the
partner’s knowledge, a property he co-owned was absorbed into a larger, investor-
backed platform. The executives then allegedly used unfunded paper “commitments”—
essentially IOUs with no real capital behind them—to dilute his ownership down to a
tiny fraction of its original worth. The final blow, according to the claim, was buying out
his remaining sliver of ownership with money raised against the very asset he had
brought to the table. This same transaction, the lawsuits state, was used to carve several
employees’ equity agreements out of the deal, effectively erasing their stakes.

This level of alleged financial engineering goes far beyond a simple contractual
disagreement. It suggests a deliberate and complex strategy to manipulate corporate
structures and financial reporting to benefit a select few insiders at the direct expense of
employees and business partners who had been contractually promised a piece of the

pie.

A High-Stakes Legal Gambit Across Three States



The coordinated legal assault spans three major jurisdictions, underscoring the national
scope of Prime's operations and the widespread nature of the allegations. The Texas
case, Natalie Funcheon, et al. v. Prime Data Centers, LLC, et al., was filed in Dallas County.
In New York, James Maxwell, et al. v. Prime Data Centers, LLC, et al. is before the U.S.
District Court for the Southern District, and in California, Jonathan Falker v. Nicholas
Laag, et al. proceeds in the state's Superior Court.

Significantly, the plaintiffs have included causes of action under the Racketeer
Influenced and Corrupt Organizations (RICO) Act. A civil RICO claim is a powerful and
severe allegation, typically reserved for patterns of criminal activity conducted through
an enterprise. By invoking RICO, the former employees are arguing that the alleged
fraud was not a series of isolated incidents but a sustained, organized pattern of illegal
activity. If successful, a RICO claim could entitle the plaintiffs to treble damages—three
times their actual losses—plus attorney's fees, dramatically raising the financial stakes
for Prime Data Centers and its leadership.

This internal legal battle over corporate governance stands in contrast to the more
common litigation seen in the data center industry. While many operators currently face
external lawsuits from communities over noise and environmental concerns, the case
against Prime represents a critical conflict from within, questioning the ethical integrity
of a major player during a period of unprecedented expansion.

The Data Gold Rush and Its Shadows

The allegations against Prime Data Centers do not exist in a vacuum. They emerge from
an industry in the throes of a historic boom, a veritable gold rush fueled by the
insatiable demand for data and the dawn of the Al era. Global investment in data
centers is projected to reach nearly half a trillion dollars in 2024 alone. In this high-
pressure environment, the race to build, expand, and capture market share is relentless.

This case serves as a crucial cautionary tale about the potential shadows cast by such
rapid growth. It raises fundamental questions about the promises made in the pursuit of
innovation. When valuations soar and the financial stakes reach astronomical heights,
are the foundational agreements made with the builders—the engineers, managers, and
partners who turn vision into reality—the first casualty? The legal proceedings against
Prime Data Centers will be watched closely, not just by investors and competitors, but
by every employee in the high-growth tech sector whose future is tied to the promise of
a small piece of a very large pie.



