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INTRODUCTION 

1. Plaintiff Samantha Smith, by and through her undersigned counsel, respectfully 

submits this Class Action Complaint (“Complaint”) alleging claims pursuant to Sections 10(b) 

and 20(a) of the Securities Exchange Act of 1934 (“Exchange Act”), and U.S. Securities and 

Exchange Commission (“SEC”) Rule 10b-5 promulgated thereunder, against Defendants 

Snowflake, Inc., and its two former top executives, Frank Slootman and Michael P. Scarpelli.  

Plaintiff brings these claims on behalf of herself and all persons and entities other than 

Defendants who purchased or otherwise acquired Snowflake, Inc. (“Snowflake”, “SNOW”, 

or the “Company”) stock between May 24, 2023 and June 10, 2024, both dates inclusive (the 

“Class Period”).  This group is referred to as the “Class.”  Plaintiff alleges the following based 

upon information and belief, except as to those allegations concerning Plaintiff which are 

alleged upon personal knowledge.  Plaintiff’s information and belief is based upon, inter alia, 

counsel’s investigation, which includes a review and analysis of: (1) Snowflake’s regulatory 

filings with the SEC; (2) press releases and media reports issued and disseminated by the 

Company; (3) analyst and media reports concerning the Company; and (4) other public 

information regarding the Company, including statements made by Snowflake executives.  

Plaintiff believes that substantial additional evidentiary support exists for the allegations set 

forth herein after a reasonable opportunity for discovery. 

OVERVIEW 

2. This matter involves Snowflake, a public company which enables large and 

small enterprises to store and analyze data it maintains for them “in the cloud.”  After its public 

debut in 2020, the Company exhibited rapid growth.  It even projected $10 billion in revenues 

by 2029.   By mid-2023, however, Snowflake’s growth rate was threatened by numerous 

factors.  Instead of just admitting the truth, Snowflake’s top executives took a business as usual 

approach during conference calls and other presentations, while CEO Slootman secretly 

planned his retirement and adjusted his stock sale plan such that he quickly sold off $223 
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million worth of stock in just 46 days on the eve of Snowflake releasing bad news which 

cratered the stock price.  During the Class Period, it was anything but “business as usual” at 

Snowflake.  Rather, the Company was hard-pressed to battle customer demands for discounts, 

new competitive technologies, and the effects on usage of its products resulting from its own 

software improvements.  On top of all this, toward the end of the Class Period, the Defendants’ 

scheme to conceal the lack of customer data security fell apart, as key customers were hit by a 

massive data breach, further dropping the stock price.  In light of these events, Plaintiff, who 

was harmed by this misconduct, seeks damages for securities fraud on behalf of herself and 

specified Class members. 

SUMMARY OF THE ALLEGATIONS 

3. Snowflake is a leading software-as-a-service (“SaaS”) provider, specializing in 

cloud data storage.  A customer who generates large amounts of data can use its own 

computing and storage facilities or can upload their data to a large data bank manager like 

Snowflake.  Many large and small companies find it difficult, expensive, and cumbersome to 

create their own data storage facilities, as this is not their core business and requires 

sophisticated expertise and considerable expense.  For this reason, Snowflake has been able to 

sign up thousands of data storage customers.  Larger customers are often referred to as 

“enterprises”,  and the product they seek must be able to scale rapidly to hold more and 

different types of data.  Such “enterprise storage” is essential, but can be costly. 

4. Snowflake’s founders included numerous experienced software executives, 

chief among them defendant Frank Slootman (“Slootman”).  Slootman was Snowflake’s 

Chairman and CEO from 2019 to early 2024.   Prior to his involvement with Snowflake, 

Slootman was CEO and President of ServiceNow, a company specializing in helping 

businesses reduce their reliance on email and spreadsheets by “automating” many daily tasks.  

At ServiceNow, Slootman demonstrated expertise at scaling a SaaS company.  ServiceNow 

grew during his tenure (2011 to 2017) from around $100M in revenue, to $1.4B, and 
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successfully completed an IPO.  Slootman worked closely with defendant Michael P. Scarpelli 

(“Scarpelli”), ServiceNow’s CFO (and rightly considered a Snowflake co-founder), to 

replicate this success at Snowflake.  

5. Under the leadership of Slootman and Scarpelli (installed in 2019 as 

Snowflake’s CFO), Snowflake grew rapidly and completed an IPO in September 2020.  At 

that time, it had more than 3,000 customers.   

6. Central to Snowflake’s business model is “consumption-based” pricing. 

Snowflake has described this model as follows: “The consumption model of pricing, also 

known as usage-based pricing or consumption-based pricing, operates on a pay-as-you-go 

approach. Unlike subscription-based pricing, which charges customers a set rate for a certain 

number of licenses or seats, usage-based pricing charges customers only for the resources they 

actually consume.”  Customers have traditionally been given the option of buying “credits” in 

advance and then using them as needs arise.  Some large customers also have been able to 

obtain discounts, known as “tiered pricing.”  Over time, such discounting grew to include more 

than just large customers.  Customers could also incur additional charges for using services 

beyond basic storage and “queries” (“queries” are interactive uses of the database which are 

needed to use or analyze data). 

7. While this pricing model has its benefits, some customers have found 

consumption-based pricing difficult to manage.  Their concerns largely revolve around 

budgeting, foreseeability, and the lack of expertise needed to manage (and therefore reduce) 

consumption.  To Snowflake’s dismay, many customers during the Class Period sought to 

reduce reliance on Snowflake, including by using an “open source” data storage service known 

as “Iceberg Tables.”  Beginning in 2022, Iceberg Tables presented a severe threat to 

Snowflake, as it enabled users to create their own storage systems more easily and 

economically.  Snowflake attempted to counter this threat by formulating its own Iceberg-
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based technology, including a product known as Snowflake Managed Iceberg Tables.  But 

Iceberg-based technologies created by other companies remained a growing threat. 

8. In light of this revolution in storage methods, customers sought discounts.  Still 

others benefited from Snowflake’s own innovative efficiency which had the effect of 

tempering Snowflake’s ability to grow margins and profits. Defendants failed to address these 

issues when discussing the Company’s business and prospects.  

9. Still more trouble was lurking.   The electronic storage industry was shaken by 

a series of data breaches in 2023, that were now occurring in record-setting numbers.  The 

3,205 data breaches in 2023 represented a 78% increase over the number in 2022.  Defendants 

knew that a major data breach affecting Snowflake would be harmful to the Company and its 

stockholders.  They also knew that a major deterrent to a breach was the “multi-factor 

authentication” or “MFA” system (this is a system whereby a person signing on to a system 

enters a password plus does one or more other things to prove identity, such as entering a code 

received via text message).  However, Snowflake’s system architecture set up roadblocks: 

MFA was turned off by default, and systems administrators could not impose the safety 

measure (in industry terms could not “enforce” it).  In discussing Snowflake’s risks and 

systems, Snowflake and the individual Defendants created a misimpression that customers 

were handling security, when in fact they had not been able to do so.  In late May and early 

June 2024, Snowflake’s data security issues were revealed, as a major data breach hit many of 

Snowflake’s most prominent customers, which negatively affected Snowflake’s stock.  

Snowflake scrambled to address the problem and refine its architecture. (In the ensuing 

multidistrict federal litigation, Snowflake’s arguments that it lacked a duty to protect customers 

against this breach were rejected). 

10. All of these factors placed pressure on Snowflake. Nonetheless, during the Class 

Period, the Defendants failed to frankly acknowledge the seriousness of these issues, and 

deceived investors by downplaying them.  Defendant Slootman had a very personal motive to 
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do so.  During the Class Period, Slootman created a Rule 10b5-1 sales plan, which triggered 

stock sales when prices hit certain parameters.  From publicly reported trading, it can be 

inferred that Slootman’s plan was designed to sell a tsunami of shares once Snowflake reached 

very high prices.  Thus, after tepid personal stock sales in early 2023, Slootman sold 

approximately $223 million worth of Snowflake stock in only 46 days, right before the 

Company disclosed devastating news about various business challenges, beginning with a 

conference call which shocked the market on February 28, 2024 (the very day Slootman 

announced his retirement).   Slootman’s late 2023 to early 2024 sales history under his Rule 

10b5-1 plan, adopted September 25, 2023, was as follows:   

 

 

11. After having vehemently denied a Business Insider report on June 2023 that 

he was considering retirement, on February 28, 2024, as noted above, CEO Slootman made 

a “surprise” announcement that he was retiring, effective immediately.   

12. Also on February 28, 2024, the adverse developments referenced above were 

partly revealed.  CFO Scarpelli stated on an earnings call that day: “We are forecasting 

increased revenue headwinds associated with product efficiency gains, tiered storage 

pricing and the expectation that some of our customers will leverage Iceberg Tables for 

their storage.”  He added: “we do expect a number of our large customers are going to 

adopt Iceberg formats and move their data out of Snowflake where we lose that storage 

revenue and also the compute revenue associated with moving that data into Snowflake.”  

213,9?2 S2 2 ., 
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As to tiered pricing, Scarpelli noted: “we rolled out in Q4 tiered storage pricing. So, the 

amount of revenue associated with storage is coming down.”  The forecast going forward 

was: a non-GAAP product gross margin of 76%, a non-GAAP operating margin of 6%, 

and non-GAAP adjusted free cash flow margin of 29%. 

13. In reaction, the stock price dropped $41.72 (18.14%,) from a close of $230.00 

per share on February 28, 2024 to $188.28 per share on February 29, 2024.  Trading volume 

was 42.3 million shares, a sharp increase from ordinary daily numbers. 

14. After these results and projections, the stock price drifted downward and was 

trading at $163.34 on May 22, 2024. 

15. A conference call held that afternoon subsequent to the close of the market 

delivered more bad news, showing that the prior forecasts were unreasonably optimistic, 

and ignored increased spending needed to accelerate Snowflake’s initiatives in the field of 

artificial intelligence (AI).  CFO Scarpelli admitted: “We are lowering our full year margin 

guidance in light of increased GPU-related costs related to our AI initiatives.”  A GPU, or 

Graphics Processing Unit, is a piece of hardware which can perform vast numbers of 

calculations rapidly.  It has become essential to AI development.  Defendant Scarpelli knew 

or recklessly disregarded that the forecasted spend for this was previously understated.  If 

the projections had reflected this at the time of the February 2024 conference call, the 

February drop would have been even more profound.  

16. As to annual forecasts, these were lowered as well. Scarpelli said: “For FY 

‘25, we expect 75% non-GAAP product gross margin, 3% non-GAAP operating margin 

and 26% non-GAAP adjusted free cash flow margin.” This compares with previously 

forecasted numbers of 76%, 6% and 29%, respectively. 

17. On May 23, 2024, Snowflake stock dropped in reaction to this news on 

higher than normal trading volume, from $163.34 to 156.16. 
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18. In addition, at this same time, a data breach affecting major Snowflake 

customers was beginning to become known.  As news regarding the extent and causes of 

the breach came out bit-by-bit, Snowflake’s shares dropped.   

19. On May 22, 2024, cybersecurity watchdog Mandiant notified Snowflake and 

law enforcement of an ongoing hacker campaign focusing on Snowflake customers.  On 

May 30, 2024 Snowflake reported: “We became aware of potentially unauthorized access 

to certain customer accounts on May 23, 2024.”  In the following days, several major 

customers confirmed they had been hacked.  Finally, on June 10, 2024, Mandiant reported 

that as many as 165 companies had been affected, including household names such as 

Ticketmaster, AT&T, Santander Group, Advance Auto Parts, Lending Tree and Neiman 

Marcus. 

20. By June 10, 2024, Snowflake stock had fallen to $126.76 on high trading 

volume, with breach-related disclosures largely responsible for driving the price down as 

revelations jolted the market little by little, eroding the stock price from its initial value of 

$154.58 on May 23, 2024.  These price drops represented the materialization of an 

undisclosed risk that flowed from Snowflake’s concealment of the degree of vulnerability 

and lack of precautions prevailing at major Snowflake customers. During the Class Period, 

instead of frankly disclosing customers’ unpreparedness when it raised the issue of 

customer security, Snowflake misleadingly downplayed the matter by simply stating the 

customer was (in its view) solely responsible for access security.  Snowflake did not reveal 

that major customers were unable to handle that responsibility, or that Snowflake’s systems 

actually impeded the adoption by customers of certain key security measures.  Indeed, 

security practices such as those revealed to have been adopted by Snowflake had previously 

been characterized by CISA (the Cybersecurity & Infrastructure Security Agency) in its 

2023 white paper as “untenable” and “vulnerable by design.”  The Defendants thus 

concealed the nature and magnitude of this known risk, and their security-related 

Case 3:26-cv-04869     Document 1     Filed 05/22/26     Page 8 of 36



  
 

8 
CLASS ACTION COMPLAINT FOR VIOLATIONS OF THE FEDERAL SECURITIES LAWS 

 

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

statements were misleading “half truths.”  Snowflake has since conceded that, as to security 

issues, the company and its customers have a “shared destiny.”  Moreover, on an August 

2024 conference call CEO Ramswamy finally admitted: “we understand that when it 

comes to cybersecurity, we are all in it together.”  Snowflake has also worked to 

drastically upgrade customer security tools. 

21. For the reasons stated above, Snowflake stock was artificially inflated during 

the Class Period, and stockholders were damaged when the truth was revealed.   

JURISDICTION AND VENUE 

22. The claims asserted herein arise under Sections 10(b) and 20(a) of the 

Securities Exchange Act, 15 U.S.C. § 78j(b) and 78t(a), and Rule 10b-5 promulgated 

thereunder by the SEC, 17 C.F.R. § 240.10b-5. 

23. This Court has jurisdiction over the subject matter of this action pursuant to 

Section 27 of the Exchange Act (15 U.S.C. § 78aa) and 28 U.S.C. § 1331. 

24. Venue is proper in this District pursuant to Section 27 of the Exchange Act 

(15 U.S.C. § 78aa) and 27 U.S.C. § 1391(b) and (c).  At all relevant times, Snowflake 

conducted substantial business in this District and many of the acts and practices 

complained of herein occurred in substantial part in this District. Snowflake maintains its 

corporate offices in Menlo Park, California. 

25. In connection with the material misrepresentations of facts and omissions 

alleged in this complaint, Defendants, directly or indirectly, used the means and 

instrumentalities of interstate commerce, including, but not limited to, the mails, interstate 

telephone communications, and the facilities of national securities exchanges. 

THE PARTIES 

26. Plaintiff Samantha Smith (“Plaintiff”) purchased Snowflake common stock 

on March 28, 2024 as detailed in the attached Certification and was damaged thereby.   
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27. Defendant Snowflake was founded in San Mateo, California, where it 

maintained its corporate headquarters until May 2021, when it announced its status as “a 

globally distributed workforce and no corporate headquarters.” Snowflake is incorporated 

in Delaware and its principal executive offices are presently located and listed on SEC 

filings as at 135 Constitution Drive, Menlo Park, CA 94025.  The Company’s common 

stock is listed on the New York Stock Exchange (“NYSE”) under the ticker symbol 

“SNOW.” 

28. Defendant Slootman served as the Company’s Chief Executive Officer from 

April 26, 2019 until February 27, 2024.  Slootman has also served as the Chairman of 

Snowflake’s Board of Directors from December 2019 until the present.   

29. Defendant Scarpelli served as the Company’s Chief 

Financial Officer (“CFO”) from April 29, 2019 until February 25, 2025, when he 

announced his retirement.   

30. Defendants Slootman and Scarpelli are referred to herein as the “Individual 

Defendants.” The Individual Defendants, because of their positions with the Company, 

possessed the power and authority to control the contents of Snowflake’s reports to the 

SEC, press releases, and presentations to securities analysts, money portfolio managers and 

institutional investors, i.e., the market. The Individual Defendants were provided with 

copies of the Company’s reports and press releases alleged herein to be misleading prior 

to, or shortly after, their issuance and had the ability and opportunity to prevent their 

issuance or cause them to be corrected. Because of their positions and access to material 

non-public information available to them, the Individual Defendants knew that the adverse 

facts specified herein had not been disclosed to, and were being concealed from, the public, 

and that the positive representations which were being made to investors regarding 

consumption and revenues were then materially false and/or misleading. 
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31. Snowflake and the Individual Defendants are referred to collectively as 

“Defendants”. 

32. Each of the Individual Defendants was directly involved in the management 

and day-to-day operations of the Company at the highest levels and was privy to 

confidential, proprietary information concerning the Company and its business, operations, 

services, competitive challenges, and present and future business prospects, as alleged 

herein. In addition, the Individual Defendants were involved in drafting, producing, 

reviewing, and/or disseminating the false and misleading statements and information 

alleged herein, were aware of, or recklessly disregarded, the false and misleading 

statements being issued regarding the Company, and approved or ratified these statements, 

in violation of the federal securities laws. 

33. The Individual Defendants, because of their positions of control and 

authority as officers and/or directors of the Company, were able to, and did, control the 

content of the various SEC filings, press releases, and other public statements pertaining to 

the Company during the Class Period. Each Individual Defendant was provided with copies 

of the documents alleged herein to be misleading before or shortly after their issuance, 

participated in conference calls with investors during which false and misleading 

statements were made, and/or had the ability and/or opportunity to prevent their issuance 

or cause them to be corrected. Accordingly, each Individual Defendant is responsible for 

the accuracy of the public statements detailed herein and is, therefore, primarily liable for 

the representations contained therein. 

SUBSTANTIVE ALLEGATIONS 

34. Snowflake was founded to address a growing need for high quality data 

storage.  Many different types of companies require this, and they need the software to be 

flexible, scalable and cost-effective.  In many cases, they cannot handle the task themselves 
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(or they cannot do so entirely).  Finally, due to an active hacker “community”, customers 

of such companies expect certain levels of security such that their data is not “breached.” 

A.   Competitive Pressures and New Technology 

35. In connection with its 2020 IPO, Snowflake stated in its Form S-1: “We 

deliver our platform through a customer-centric, consumption-based business model, only 

charging customers for the resources they use.” This billing methodology was represented 

to reflect a trend: “We believe that business models are evolving from a fixed capacity, 

where customers often pay for unused software, to a utility model, where customers pay 

only for the resources they consume.”  Nonetheless, there were risks: “There is a risk that 

customers will consume our platform more slowly than we expect, and our actual results 

may differ from our forecasts. Further, investors and securities analysts may not understand 

how our consumption-based business model differs from a subscription-based business 

model, and our business model may be compared to subscription-based business models.”  

This model also creates certain tensions with users. Users want to lower bills, while 

Snowflake desires increased consumption.  This requires heavy investment in an 

aggressive salesforce:  “Once a new customer begins using our platform, our sales team 

will need to continue to focus on expanding consumption with that customer.”  In addition, 

new product features, whether based on AI or other emergent technologies, improve 

efficiency while sometimes reducing usage. 

36. Snowflake concealed some of its most prominent usage, billing model and 

competitive challenges during the Class Period, thus inflating the stock.   

37. For example, on the first quarter fiscal 2024 earnings call held on May 24, 

2023 (the start of the Class Period), a great deal of discussion was held regarding 

consumption trends. CFO Scarpelli did not attribute consumption issues to competitive 

pressures, but rather to difficulties customers were facing in their own businesses. He 

stated, “A few of our largest customers have scrutinized Snowflake costs, as they face 
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headwinds in their own businesses.”  CEO Slootman echoed this sentiment: “While 

enthusiasm for Snowflake is high, enterprises are preoccupied with cost in response to their 

own uncertainties.” 

38. These statements were misleading.  Snowflake was facing challenges, but 

this could not be laid at the doorstep of the customers or their particular business issues. 

Rather, Snowflake was being adversely affected by increasing competition, including from 

open source technologies like Iceberg.  In addition, there was increasing pushback against 

the consumption model itself.  Organizations often lacked the sophistication to “optimize” 

usage and queries, leading to huge bills.  Optimizing Snowflake costs requires specialized 

skills, as users must manage storage, data transfer, and serverless costs separately.  Many 

could not do this, leading to cost overruns and budgeting issues.  Thus, the pushback was 

not wholly due to general businesses problems—rather, the customers had “Snowflake 

problems.”  Snowflake, too, was the source of some of the downward consumption trends 

they were seeing.  It was improving the efficiency of its technology to remain competitive.  

These issues will be collectively referred to herein as “Consumption Pushback, New 

Efficiencies and Competitive Pressures.”   Aggravating these issues was Snowflake’s need 

to aggressively compensate its growing salesforce, and customer demands for discounts. 

39. In terms of specific competitive pressures, the emergence of Iceberg cannot 

be understated.  Iceberg was originally developed by Netflix.  In 2018, Netflix donated 

Iceberg to the Apache Software Foundation, making it an open-source project.  This meant 

that the product, sometimes referred to as Apache Iceberg, could be used by any company, 

and these users were free to refine it, modify it, and improve it.  Snowflake created its own 

Iceberg-centered versions and various Iceberg applications, but these needed to compete 

with sometimes cheaper or more efficient Iceberg-based applications.  One article, on 

January 5, 2023, quoted tech forecaster Haoyuan Li as predicting that formats such as 

Iceberg would, in 2023, be “rapidly adopted.”  This turned out to be an accurate assessment.  
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40. Some perceived CEO Slootman as being not up to the challenge of these new 

technologies, which not only included Iceberg, but also AI applications.  Slootman’s 

confidence and active engagement in the business was highly material to investors.  In mid-

2023 rumors surfaced that Slootman would soon retire.  On June 26, 2023 Business Insider 

published an article regarding this matter, wherein it reported: 
 
Snowflake CEO Frank Slootman tells Insider that ongoing rumors that he 
could soon step down are completely untrue. Insider heard rumors of 
Slootman's departure from multiple industry sources, and reached out to ask 
Slootman if he was leaving soon.  "You are wrong on all counts. You are 
regurgitating competitive FUD," Slootman told us in his famously direct, no-
nonsense style. FUD, or fear-uncertainty-doubt, is a favorite old-school tech 
acronym. 
 

41. In actuality, Slootman was contemplating retirement, and the Board was 

about this time or shortly thereafter engaged in a CEO search, with heavy focus on Sridhar 

Ramaswamy, Snowflake’s Senior Vice President of AI and a former Google executive. 

Ramaswamy joined Snowflake in 2023 via the acquisition of his AI-powered search 

company, Neeva.  Slootman, upon his retirement a few months later, described 

Ramaswamy as a needed “hard-driving technologist.” 

42. In the meantime, while Snowflake’s business issues were being concealed, 

Slootman established a Rule 10b5-1 sales plan on September 25, 2023 which would 

supercharge his personal stock sales in the weeks prior to both his surprise retirement and the 

negative revelations concerning Snowflake’s Consumption Pushback, New Efficiencies and 

Competitive Pressures disclosed in early 2024.  Under his new plan, Slootman sold 

approximately $223 million worth of Snowflake stock in only 46 days, including a $50 million 

sale made only 19 days before his retirement announcement.  See Para. 10, supra.   

43. Another earnings conference call was held on August 23, 2023.  On that call, 

CEO Slootman barely mentioned Iceberg, and falsely painted it as an unmitigated positive 

for Snowflake: 
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With our support of Iceberg Tables, we are expanding our data lake scope. 
Many customers already use Snowflake as a data lake. Large financial 
services customer consolidates data in Snowflake to eliminate useless extract 
and transfers of data. This means new use cases are deployed 80% faster. 
Iceberg Tables will bring additional scope in open file formats to Snowflake. 
We expect to unlock more data lake opportunities with these capabilities. 
 
 
44. CFO Scarpelli added on that same call: 

 
…consumption is good. It was really good today as an example. But it's only 
one data point. We want to see more days of that before we think the -- we're 
into a real recovery. I think stabilization is the right term. We're not seeing 
customers reduce their consumption right now. 
 

45. In fact, however, Snowflake was under pressure from Consumption 

Pushback, New Efficiencies and Competitive Pressures, rendering these statements 

materially omissive and misleading. 

46. On November 29, 2023, during a conference call with investors and analysts 

after the disclosure of Snowflake’s financial results, Defendant Scarpelli stated the 

following regarding consumption: 

 
In Q3, we saw strong consumption from a broad base of customers. Our 
performance was evenly split between large and small accounts. Our largest 
customer stabilized as expected. Migrations drove growth in Q3. Our 2 
fastest growing customers who are both migrating workloads from a legacy 
vendor. One of these accounts is in their second year on the platform, the 
other in their eighth year on the platform. We added 4 customers with more 
than $5 million and 2 customers with more than $10 million in trailing 12-
month product revenue in the quarter. 
 

47. In fact, however, Snowflake was under pressure from Consumption 

Pushback, New Efficiencies and Competitive Pressures, rendering these statements 

materially omissive and misleading. 
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B. Consumption Pushback, New Efficiencies and Competitive Pressures 
Are Revealed 

48. On February 28, 2024, after the market closed, Snowflake issued a press 

release and filed a report with the SEC on Form 8-K that disclosed its financial results for 

the fourth fiscal quarter and full year 2024, provided guidance, and conducted a conference 

call with investors and analysts. Defendants shocked investors by disclosing that 

consumption trends and anticipated revenue headwinds associated with product efficiency 

gains, Iceberg Tables, and tiered storage pricing had impacted their guidance. 

49. On the February 28, 2024 conference call with investors and analysts, 

Defendant Scarpelli revealed that “[c]onsumption trends have improved since the ending 

of last year, but  have not returned to pre-FY ‘24 patterns. We have evolved our 

forecasting process to be more receptive to recent trends. For that reason, our guidance 

assumes similar customer behavior to fiscal 2024. We are forecasting increased revenue 

headwinds associated with product efficiency gains, tiered storage pricing and the 

expectation that some of our customers will leverage Iceberg Tables for their storage.” 

50. On the same call, Scarpelli further stated that “[t]hese changes in our 

assumptions impact our long-term guidance” and provided full fiscal year 2025 product 

revenue guidance of approximately $3.25 billion, representing 22% year-over-year growth. 

51. As a result, Defendants also withdrew their long-standing $10 billion 2029 

product revenue target and lowered FY ’25 guidance to 22% year-over-year growth, 

drastically below the market’s expectation of 30%:  Scarpelli said:  “These changes in our 

assumptions impact our long-term guidance. Internally, we continue to march towards $10 

billion in product revenue. Externally, we will not manage expectations to our previous 

targets until we have more data. We are focused on executing in FY ‘24 to ensure long-

term durable growth.” 
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52. On that same day, Defendant Scarpelli further described the expected 

headwinds and admitted that they had already begun to see the impacts as early as Q4 2024 

(which was mainly in the final months of calendar year 2023): 

 
It’s about a 6.2%, 6.3% impact this year [from product efficiency gains]. And 
– but coupled with that, too, in the revenue, we rolled out in Q4 tiered storage 
pricing. So the amount of revenue associated with storage is coming down. 
But on top of that, we do expect a number of our large customers are going 
to adopt Iceberg formats and move their data out of Snowflake where we 
lose that storage revenue and also the compute revenue associated with 
moving that data into Snowflake. We do expect, though, there’ll be more 
workloads that will move to us, but until we see that incremental revenue on 
workloads, we’re not going to forecast that. I will say, last year, we saw a 
62% increase in the number of jobs running on Snowflake year-over-year 
with a corresponding 33% increase in revenue. And that’s because we 
continue to show our customers that we become cheaper and cheaper to them 
every year. And when we do that, it opens up new workload opportunities 
for us, and we’ll continue to do that. 
 

 

53. Scarpelli further admitted: “A lot of big customers want to have open file 

formats to give them the options. And by the way, this is not necessarily customers moving 

all of their storage out of Snowflake, but a lot of the growth in their storage will be put into 

Iceberg Tables is what we think is going to happen. So you’re just not going to see the 

growth associated with the storage and many of those customers. As a reminder, about 10% 

to 11% of our overall revenue is associated with storage.” 

54. On February 28, 2024, after the market closed, Snowflake also issued a press 

release and filed a report with the SEC on Form 8-K that disclosed that effective February 

27, 2024, Frank Slootman retired as Chief Executive Officer of Snowflake Inc. 

55. On March 5, 2024, Scarpelli admitted at a presentation:  “I do think some of 

our larger customers, because they’ve told us they want to, will move to open-file formats 

in Iceberg. That will take storage out of Snowflake.”    
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56. Shockingly, CEO Slootman interjected: 

 
Now, on the topic of CEO transition. I was brought to Snowflake five years 
ago to help the company breakout and scale. I wanted to grow the business 
fast, but not at all costs. It had to be efficient and establish a foundation for 
long-term growth. I believe the company succeeded on that mission. 
 
The Board has run a succession process that wasn't based on arbitrary 
timeline, but instead, looked for an opportunity to advance the company's 
mission, well into the future. The arrival of Sridhar Ramaswamy through the 
acquisition of Neeva last year represented that opportunity. 
 
Since joining us, Sridhar has been leading Snowflake's AI strategies, 
bringing new products and features to market at an incredible pace. He led 
the launch of Snowflake's Cortex, Snowflake's new fully-managed service 
that makes AI simple and secure. Prior to Neeva, Sridhar lead all of Google's 
advertising products. During his 15-year tenure at Google, he helped grow 
AdWords and Google's advertising business from $1.5 billion to over $100 
billion. 
 
With the onslaught of generative AI, Snowflake needs a hard-driving 
technologist to navigate the challenges the new world represents. Sridhar's 
vision for the future and his proven ability to execute at scale made it clear 
to us as a Board, he is the right executive at the right time to lead Snowflake. 
 
This marks my retirement from an operating role. I will remain on duty as 
Chairman of the Board, and look forward to working with Sridhar and the 
team going forward. 
 

57. But this was not the end of the surprising news.  Projections made that day 

were soon revised, as they had unreasonably and recklessly overlooked necessary expenses 

related to AI improvements and other costs. 

58. On a May 22, 2024 earnings call, CFO Scarpelli revealed: 
 
For Q2, we expect product revenue between $805 million and $810 million, 
we are increasing our FY '25 product revenue guidance. We now expect full 
year product revenue of approximately $3.3 billion, representing 24% year-
over-year growth. Turning to margins. We are lowering our full year margin 
guidance in light of increased GPU-related costs related to our AI 
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initiatives. We are operating in a rapidly evolving market, and we view these 
investments as key to unlocking additional revenue opportunities in the 
future. As a reminder, we have GPU related costs in both cost of revenue and 
R&D. We announced our intent to acquire certain technology assets and hire 
key employees from TruEra. TruEra is an AI observability platform that 
provides capabilities to evaluate and monitor large language model apps and 
machine learning models and production. We are excited to welcome 
approximately 35 employees from TruEra to Snowflake, the impact of the 
transaction is reflected in our outlook. For Q2, we expect 3% non-GAAP 
operating margin. For FY '25, we expect 75% non-GAAP product gross 
margin, 3% non-GAAP operating margin and 26% non-GAAP adjusted 
free cash flow margin. 
 

59. Thus, the bad news was spread out between two earnings releases so as to 

“soften the blow.”  In Q1 2025, the sum of S&GA and R&A increased by 31.61%, placing 

EBIT in negative territory, increasing from -$273 million in 2024 to -$348.5 million in the 

2024 first fiscal quarter. Consequently, even on an adjusted basis, SNOW's EPS did not 

show the improvement that the market had hoped for.   SNOW missed its EPS estimate by 

more than 19%.  On May 23, 2024, Snowflake stock dropped on higher than normal 

volume from $163.34 to 156.16.   There was yet more bad news to come. 

 
C. Hackers Exploit a Concealed Security Flaw and the Stock Drops  

Further   

60. Data breaches have affected software companies for many years.  

Companies like Snowflake can deter the vast majority of data breaches by adopting 

strong security measures, in partnership with their customers.  

61. Indeed, it seemed in early 2023, that this is what Snowflake was doing.  In 

its Form 10-K filed on March 29, 2023 at p. 12, Snowflake assured investors that its 

services promoted strong cybersecurity: 

Cybersecurity.  
 
Our platform helps eliminate data silos, which can enable robust analytics 
and better security outcomes. For Cybersecurity, our platform enables 
organizations to: 

Case 3:26-cv-04869     Document 1     Filed 05/22/26     Page 19 of 36



  
 

19 
CLASS ACTION COMPLAINT FOR VIOLATIONS OF THE FEDERAL SECURITIES LAWS 

 

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

 
 Accelerate security analytics. Unify logs, enterprise data, and 
contextual data sets to achieve better fidelity and automation. 
 Leverage customized resources. Access dynamically updated threat 
intelligence from our Marketplace and a wide network of connected 
applications that provide out-of-the-box integrations, content, and 
visualizations to enable initiatives such as threat detection and response. 
 

62. Snowflake expanded on this topic on its website’s blog.   In a September 

12, 2023 post entitled, “Understanding Snowflake’s Shared Responsibility Model”, the 

Company said as follows: 

�����������������������:�K�D�W���L�V���W�K�H���6�Q�R�Z�I�O�D�N�H���6�K�D�U�H�G���5�H�V�S�R�Q�V�L�E�L�O�L�W�\���0�R�G�H�O�"��
 
It helps establish a clear understanding of who is responsible for which 
security controls and practices to ensure �D�� �F�R�O�O�D�E�R�U�D�W�L�Y�H���� �\�H�W�� �D�F�F�R�X�Q�W�D�E�O�H����
�D�S�S�U�R�D�F�K���W�R���V�H�F�X�U�L�W�\����
 
With the Shared Responsibility Model, our users can now have a more 
comprehensive view of their security obligations �D�V���Z�H�O�O���D�V���W�K�H���P�H�D�V�X�U�H�V���Z�H����
�D�W�� �6�Q�R�Z�I�O�D�N�H���� �K�D�Y�H�� �L�P�S�O�H�P�H�Q�W�H�G�� �W�R�� �S�U�R�W�H�F�W�� �X�V�H�U�� �G�D�W�D. This model fosters 
transparency and empowers our users to actively �S�D�U�W�L�F�L�S�D�W�H���L�Q securing their 
Snowflake deployments. �2�X�U�� �J�X�L�G�L�Q�J�� �S�U�L�Q�F�L�S�O�H�� �L�V�� �W�R�� �P�L�Q�L�P�L�]�H�� �W�K�H��
�F�X�V�W�R�P�H�U�¶�V�� �R�E�O�L�J�D�W�L�R�Q�V�� �X�Q�G�H�U�� �W�K�H�� �P�R�G�H�O�� �D�Q�G�� �D�V�V�X�P�H�� �D�� �P�D�M�R�U�L�W�\�� �R�I�� �W�K�H��
�U�H�V�S�R�Q�V�L�E�L�O�L�W�L�H�V�� �W�K�U�R�X�J�K�� �D�X�W�R�P�D�W�L�R�Q�� �D�Q�G�� �I�H�D�W�X�U�H�� �D�Y�D�L�O�D�E�L�O�L�W�\�� �Z�L�W�K�L�Q��
�6�Q�R�Z�I�O�D�N�H�¶�V�� �S�U�R�G�X�F�W�� �R�I�I�H�U�L�Q�J. This is clear from the size of the customer 
side of our model compared to other vendors in the market. 
 

63. This representation was untrue.  In fact, Snowflake devoted minimal energy to 

protecting customer data, and placed the vast majority of the responsibility onto its customers, 

who were ill-prepared to assume that responsibility, or to overcome impediments created by 

Snowflake.  

64. The electronic storage industry was shaken by a series of data breaches in 2023, 

in record-setting numbers.  The 3,205 data breaches in 2023 represented a 78% increase over 

the number in 2022.  Defendants knew that major data breach affecting Snowflake would be 

harmful to the Company and its stockholders.  They also knew that a major deterrent to a 
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