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The federal indictment of Zohar Pinhasi and his incident response firm, MonsterCloud LLC,
marks a critical turning point in law enforcement scrutiny of the post-breach cybersecurity
economy'. For nearly a decade, an opaque marketplace of ransomware remediation, data
recovery, and cyber extortion negotiation specialists has operated in the shadow of enterprise
disaster recovery®. Marketed as technological innovators capable of reversing complex
asymmetric cryptography through proprietary algorithms, fraudulent operators have instead
functioned as predatory brokers®. These entities quietly purchase decryption keys from threat
actors, launder the transactions behind non-disclosure agreements, and bill distressed victims
millions of dollars in fraudulent markups'.

This dynamic illustrates structural failures across the post-incident landscape®. Rather than
functioning as an immutable business continuity risk analogous to a natural disaster,
ransomware is an orchestrated, human-driven economic engine’. Its continuation relies not
only on malware developers and access brokers, but also on an extractive ecosystem of
insurers, breach coaches, response panels, and proprietary recovery vendors whose economic
incentives frequently align with ongoing extortion rather than threat suppression’.

The MonsterCloud Scheme: Mechanics of Deception

and Financial Extraction

On September 23, 2026, a federal grand jury in the Eastern District of New York returned a
criminal indictment against Zohar Pinhasi, who operated under the aliases "Zack Silver" and
"Zack Green," charging him with two counts of wire fraud and one count of wire fraud
conspiracy under 18 U.S.C. §§ 1343 and 1349 in United States v. Zohar Pinhasi, Docket No.
26-CR-271 (RER)°. Arraigned on October 7, 2026, before U.S. Magistrate Judge Peggy
Cross-Goldenberg in federal court in Brooklyn, Pinhasi pleaded not guilty and was released on
a $2 million bond'. Represented by defense counsel Christopher Clark and Rodney Villazor
(Clark Smith Villazor LLP), Pinhasi faces up to 20 years in prison on each count if convicted'. The
prosecution, led jointly by the Justice Department’s Computer Crime and Intellectual Property
Section (CCIPS) and the Eastern District of New York's National Security and Cybercrime
Section—with investigative assistance from the FBI New York Field Office and DOJ's Office of



International Affairs—detailed a systematic fraud scheme spanning from June 2018 through
June 2023“. Over this five-year period, MonsterCloud extracted more than $19 million from
hundreds of victim organizations across the United States and Canada while quietly
transmitting more than $8 million in secret ransom payments directly to cybercriminals®.

Case Incident Documented Case Documented Case Scheme Total
Metric A (August 2023) B (October 2021) (2018-2023
Aggregate)

Actual Ransom $8,200° $236,000% Over $8,000,000°

Paid to Threat

Actor

Amount Billed to $150,000° $380,000™ Over $19,000,000°

Victim Client

Fraudulent Margin = $141,800 (~1,729% $144,000 (~61% ~$11,000,000 net

Extracted markup)® markup)™ spread’

Operational Attacker key Attacker key Systematic

Mechanism rebranded as rebranded as misrepresentation
proprietary proprietary of commercial
decryptor® decryptor™ decryptors®

The operational model constructed by MonsterCloud relied on exploiting victim desperation
through deliberate technical misrepresentation®. The firm's public-facing marketing warned
organizations against paying ransoms, asserting that MonsterCloud possessed "advanced
decryption techniques,” "cutting-edge technology," and "proprietary tools" capable of
recovering encrypted assets without capitulating to cybercriminals®. In reality, MonsterCloud
possessed no specialized decryption technology®. In May 2019, when a paid spokesperson
asked Pinhasi directly whether MonsterCloud owned proprietary software capable of restoring
encrypted files, Pinhasi admitted in writing: "“Monstercloud doesn't hold any Proprietary

technology [to] decrypt the ransomware data"™.

To execute the scheme, MonsterCloud initiated engagements through an intake pipeline
managed by an internal "controller," capturing inbound victims through web contact forms’.
MonsterCloud charged upfront diagnostic and forensic analysis fees ranging from $2,500 to
$10,000, backed by a nominal money-back guarantee, instructing the victim to provide the
attacker's ransom notes and encrypted sample files®. MonsterCloud personnel then
established contact with extortionists via dark web communication portals, negotiated pricing,



and submitted the client's sample files®.

Because ransomware cartels routinely provide free test decryptions of one or two non-critical
files to demonstrate that their private keys function, MonsterCloud obtained these decrypted
files at zero cost and delivered them to the client as "recovery proofs". Clients were led to
believe that MonsterCloud'’s internal engineering team had successfully broken the underlying
cryptographic cipher’.

Once the victim approved the full recovery invoice—often priced at double or triple the
underlying extortion demand—MonsterCloud transferred cryptocurrency to the threat actors,
obtained the criminal decryption utility, and instructed staff and external contractors to refer to
the tool strictly as a "recovery tool" rather than a "decryptor” while executing it across the

victim’s environment’'.

Institutional Affiliations, Insurance Interactions, and
Business Networks

Analyzing MonsterCloud's multi-year survival requires examining its interaction with the cyber
insurance landscape, corporate entities, managed service providers (MSPs), and public-sector
institutions®.

Cyber Insurance Engagement Posture

Federal court documents, Justice Department announcements, and specialized insurance
trade reporting confirm that neither the indictment nor public investigatory records identify
any cyber insurance company, underwriter, or claims panel that formally retained, partnered
with, or approved MonsterCloud’. Tier-one cyber insurance carriers maintain vetted panels
governed by strict Master Service Agreements, established forensic scoping, and mandatory
compliance with Office of Foreign Assets Control (OFAC) sanctions screening frameworks®.
Instead, MonsterCloud operated in an unvetted mid-market space, capturing distressed
businesses via aggressive search engine optimization and Google Ads marketing—a channel
where data recovery firms historically spent tens of millions of dollars to attract inbound crisis
inquiries before victims notified their insurance carriers or breach coaches”.

This posture allowed MonsterCloud to exploit insurance reimbursement mechanisms while
shielding its operations from carrier oversight*:

1. Invoice Structuring and Policy Arbitrage: When insured organizations retained
MonsterCloud directly, the firm structured its invoices as technical digital forensics,
incident triage, and emergency data restoration services rather than extortion
settlements’. Policyholders submitted these marked-up invoices to insurers under



business interruption, extra expense, or forensic recovery coverages, sidestepping
extortion-specific deductibles, sub-limits, and insurer pre-approval mandates’.

Precedents in Insurance Reimbursement: While the indictment does not establish
whether MonsterCloud's clients received insurance payouts, industry reporting
documents that deceptive data recovery firms frequently benefited from insurance
reimbursement’. In ProPublica's investigation of rival firm Proven Data Recovery,
municipal client Safford, Arizona, was told by a case manager that insurance would cover
recovery costs; Safford's cyber insurer ultimately reimbursed most of the firm's $8,413
invoice®. Former Proven Data negotiator Jonathan Storfer disclosed that staff provided
clients with “canned responses"” offering two options—paying the ransom or utilizing
proprietary decryption—even though the proprietary option was fictitious and the firm
paid the ransom regardless’®.

Subrogation and Regulatory Vulnerabilities: The charging documents leave
unresolved whether insurers reimbursed these disputed fees and whether carriers will
pursue subrogation or policy rescission against Pinhasi'®. Concealing ransom payments
created severe regulatory vulnerabilities for clients under OFAC's strict liability
framework'. If an intermediary pays a sanctioned threat actor, the policyholder faces civil
liability regardless of whether the vendor concealed the transaction'. For instance,
Proven Data routinely settled ransoms with the Iranian threat actors behind SamSam
(including a 1.6 BTC payment on November 16, 2018, just twelve days before the U.S.
Department of Justice indicted two Iranian nationals), highlighting how hidden
intermediary transactions expose clients to statutory sanctions violations'®.

Multilateral Insurance Guidance Alignment: The governance vacuum surrounding
insurance panels and intermediaries prompted international policy action?. In October
2024, the International Counter Ransomware Initiative (CRI)—representing over 40
member nations alongside eight leading global cyber insurance associations—endorsed
unified guidance to curb ransom payments, mandating that insureds conduct
comprehensive technical due diligence, verify exfiltrated data claims, explore backup
recovery alternatives, and involve national technical authorities before approving any
intermediary settlement®.

Contrast with Insider Extortion Cases: While MonsterCloud defrauded clients by billing
for nonexistent decryption tech, other cases illustrate direct collusion between response
intermediaries and ransomware cartels’:

The DigitalMint / Sygnia Collusion: In July 2026, Angelo John Martino lll, a former
negotiator at Chicago-based incident response firm DigitalMint, was sentenced to 70
months in prison for conspiring with the ALPHV/BlackCat syndicate®. Martino secretly
shared victim cyber insurance policy limits, forensic findings, and negotiation thresholds



with BlackCat, resulting in over $75.3 million in extortion payments across five clients®.
Co-conspirators Jonathan Martin and Mark Goldberg (the latter an analyst at incident
response firm Sygnia) each received 48 months in prison®.

o The CYPFER / Edward Dubrovsky Arrest: On October 8, 2026, federal agents in
Pennsylvania arrested Canadian cybersecurity executive Edward Dubrovsky, co-founder
and former managing director of incident response firm CYPFER and founder of
CyberSteward’. Dubrovsky, author of the guide Cyber Extortion Strategic Response
(published September 24, 2026), was arrested while attending the NetDiligence Cyber
Risk Summit in Philadelphia®’. Transferred to the Eastern District of Texas, Dubrovsky
faces federal charges of conspiracy to threaten the confidentiality of information with
intent to extort money and interference with commerce by threats in connection with
the ShinyHunters cyber extortion syndicate and its breach of the FBI's online jobs
portal®®. These cases confirm that the negotiation and incident response layer has
become a primary target of federal criminal enforcement’.

Documented Business Associates, Co-Conspirators, and Corporate

Entities

While MonsterCloud operated without recognized Tier-1 cybersecurity partnerships, public
corporate filings, court dockets, and investigative reports document several key individuals and
affiliated corporate vehicles®:

Entity / Associate Documented Relationship Operational Role & Legal
Status

Unnamed Employees & Co-conspiratorsin Indictment explicitly

Contractors Indictment’ charges unnamed

co-conspirators who
operated payment
mechanisms and ran
criminal decryption utilities
on victim endpoints; none
publicly named to date’.

John Pistole Paid Spokesperson & Former FBI Deputy Director
Advisory Council® and TSA Administrator;
served as sole member of
MonsterCloud'’s "Cyber
Security Advisory Council."
Acknowledged his



Skyline Comfort LLC

Boris Zion

Saar Gutman

EEMA Cloud LLC

PC USA Computer
Solutions Providers

Commercial Business
Affiliate®

Marketing Director'®

Co-Founder / Business
Partner'®

Registered Corporate
Agent

Predecessor Corporate
Vehicle™

testimonials were scripted
by Pinhasi and paid via a
speakers' bureau'®. Not
accused of wrongdoing in
the indictment.

Florida corporation
established for airport
massage chair concessions;
corporate filings identify
Pinhasi, John Pistole, and
Pinhasi's brother-in-law as
principals'®.

Managed promotional
operations; tied to the
creation of 58 fabricated
Google testimonials (using
names like "Brad Stevens"
and "Sam Smith")
cross-posted to a local
aesthetic clinic'®. Not
charged.

Identified in public
professional listings as a
founder and partner in
MonsterCloud; not named
as a defendant or
co-conspirator in the
indictment'®.

Florida corporate vehicle
serving as registered agent
for MonsterCloud LLC;
filings link entity to Zohar
and Gali Pinhasi.

IT service firm co-founded
by Pinhasi in Florida in 2003;
subject to a 2016 client
dispute involving



unrecoverable backups and
demanded recovery fees'™.

JLT Specialty Insurance Broker Affiliate Early corporate profile
(2017)% documented a 2017
commercial referral
alignment with the
insurance broker, reflecting
attempts to access
insurance pipelines®.

No More Ransom Project Listed Associate Partner MonsterCloud obtained
associate partner listing on
the Europol/Dutch Police
initiative, leveraging the
affiliation for marketing
credibility.

Managed Service Providers and Channel Alliances

MonsterCloud integrated itself into the supply chains of managed service providers (MSPs)". In
2019, when ransomware syndicates (deploying GandCrab and Sodinokibi/REvil) began
compromising centralized remote monitoring and management (RMM) software platforms,
single intrusions cascaded across dozens of downstream municipal, clinical, and corporate
networks".

Compromised MSPs faced catastrophic liability and business collapse. MonsterCloud
approached affected service providers—such as Texas-based TSM following a multi-client
compromise—offering to centralize recovery operations. By funneling intrusions through
MonsterCloud, MSPs masked threat actor communications behind non-disclosure agreements,
using Pinhasi's back-channel negotiations to resolve multi-tenant outages while shielding the

MSP from client-facing disclosures®.

Municipal and Law Enforcement Cultivation
To build institutional credibility, Pinhasi cultivated relationships with local law enforcement
agencies crippled by ransomware®:

e Trumann Police Department (Arkansas): In November 2018, the department was
struck by the Dharma ransomware strain, freezing investigative case files, evidence logs,
and payroll records'®. Independent malware analysts confirmed that Dharma's
cryptographic implementation was secure and mathematically non-decryptable without



the attacker's private key'®. MonsterCloud restored the network within 72 hours, assured
the police chief that no public funds were paid to criminals, and waived its $75,000
service fee in exchange for an official video endorsement®.

Lamar County Sheriff’s Office (Texas): After an infection where extortionists demanded
1 bitcoin (~$8,000), MonsterCloud negotiated with the attacker, restored data, waived
fees, and secured an executive testimonial praising its proprietary capabilities™.

Lauderdale County Sheriff's Office (Mississippi) and Kaufman Police Department
(Texas): MonsterCloud similarly leveraged recovery engagements with these public
agencies to generate marketing case studies, presenting law enforcement references to
commercial prospects as proof of technical legitimacy®.

Market Dynamics: Why Remediation Fraud Persisted
Despite Blockchain and Dark Web Monitoring

A critical question in the MonsterCloud case is why fraudulent remediation operators
functioned openly for nearly a decade—despite public exposure by investigative journalists and
cryptanalysts between 2016 and 2019°. The delay in federal enforcement stems from legal,
structural, and market dynamics rather than technical surveillance failures’.

Early Detection Versus Delayed Enforcement: The Seven-to-Ten Year

Gap

The cybersecurity research community detected fraudulent ransomware remediation early’:

The 2016 Wosar Sting: In December 2016, Fabian Wosar, chief technology officer at
Emsisoft, executed "Operation Bleeding Cloud," engineering bespoke, proprietary
ransomware with intentionally breakable keys’. Posing as a victim, Wosar solicited
recovery bids; MonsterCloud and competitor Proven Data Recovery contacted Wosar’s
threat actor persona to negotiate payment for decryptors while telling the "victim" their
proprietary tools were running'®.

Industry Warnings (2018): In December 2018, Coveware CEO Bill Siegel published a
detailed alert titled "Beware of Dishonest Ransomware Recovery Firms," formally defining
the mechanics of "ransomware payment mills" that marketed proprietary recovery while
acting as secret brokers’. Check Point documented identical broker schemes operating
in Eastern Europe, such as the Russian firm Dr. Shifro'®.

The 2019 ProPublica Investigation: In May 2019, ProPublica published "The Trade
Secret," documenting that MonsterCloud routinely paid ransoms behind client NDAs and
highlighting technical consensus that strains like Dharma could not be decrypted



independently®.

Despite clear public exposure in May 2019, the charged criminal scheme continued through
June 2023, with formal indictments issued in September 2026—a seven-year gap from public
reporting and ten years from the initial sting®.

The Telemetry Gap Between On-Chain and Off-Chain Data

Modern blockchain analytics tools (e.g., Chainalysis, TRM Labs) track cryptocurrency flows
across public ledgers, linking unhosted wallets to mixing services, instant exchanges, and
deposit clusters®. However, public blockchains record transactions, not contracts or verbal
representations.

MonsterCloud operated as an off-chain intermediary”:

e Victims wired conventional fiat currency via domestic ACH or Fedwire systems directly to
MonsterCloud’s commercial bank accounts’.

e MonsterCloud converted fiat into cryptocurrency using private corporate exchange
accounts or over-the-counter (OTC) liquidity desks, subsequently routing payments to
threat actor payment portals.

e On-chain analytics showed an unhosted wallet transferring cryptocurrency to a
ransomware syndicate—a pattern indistinguishable from an enterprise victim paying
directly.

Without grand jury subpoena power to seize corporate bank statements, match fiat wire
amounts to OTC conversions, and correlate specific transaction hashes with client invoices,
blockchain monitoring tools could not prove that an on-chain transaction represented client
fraud.

Subversion of the Threat Actor Proof-of-Work Mechanism
Ransomware syndicates offer free test decryptions of select files to incentivize payment'.
MonsterCloud exploited this practice to manufacture apparent technical legitimacy':

e When prospective clients provided encrypted files during the paid diagnostic phase,
MonsterCloud uploaded them directly to the extortionist’s Tor negotiation site”.

e The threat actor decrypted the files and returned them to prove their key worked’.

e MonsterCloud forwarded the decrypted files to the client as mathematical verification
that its "proprietary recovery tools" had cracked the encryption'™.



Because non-technical executives and incident managers rarely possessed the cryptographic
expertise to distinguish between an algorithmically derived key and an attacker's test output,
they accepted the demonstration as proof of independent recovery, disarming internal
scrutiny’.

Legal Privilege, Non-Disclosure Agreements, and Asymmetric
Information

Ransomware incident response engagements are typically coordinated under strict
non-disclosure agreements and the protection of attorney-client privilege managed by outside
breach counsel. While designed to protect enterprises from regulatory liability and class-action
exposure, this framework creates an insular operational environment where vendor
performance is shielded from industry scrutiny.

Once operational systems were restored, victim enterprises had strong disincentives against
auditing how data was retrieved:

e Investigating a vendor’s methods offered no immediate commercial upside and risked
uncovering an unauthorized ransom payment.

e Such a discovery could invalidate insurance reimbursement claims or expose the
company to OFAC civil enforcement.

e Victims often welcomed “plausible deniability,” in some cases requesting non-itemized
receipts to avoid formal documentation of an extortion payment'®.

e Furthermore, ransomware attacks were severely underreported; in 2018, the FBI Internet
Crime Compilaint Center (IC3) recorded only 1,493 ransomware complaints, which the FBI
acknowledged represented a small fraction of actual enterprise intrusions.

e Consequently, victim organizations prioritized rapid operational recovery, leaving the
vendor's claims unexamined.

Evidentiary Thresholds, Regulatory Gaps, and Intent Requirements
Under U.S. federal law, negotiating an extortion demand and transferring cryptocurrency to a
cybercriminal is not inherently illegal, provided the client authorizes the payment and the
recipient is not a designated sanctioned entity'®. Legitimate incident response and negotiation
firms operate openly under this model, charging professional fees for crisis communications
and settlement logistics.

Several institutional hurdles prolonged the timeline before criminal charges were brought:

1. Specific Intent in Wire Fraud: To secure indictments under 18 U.S.C. §§ 1343 and 1349,
federal prosecutors had to prove specific, material intent to defraud clients®. Prosecutors
needed to demonstrate that MonsterCloud explicitly pledged not to pay ransoms, falsely
represented proprietary capabilities, extracted inflated spreads under false pretenses,



and actively suppressed transaction facts®.

2. Contractual Ambiguity: MonsterCloud's standard service contracts included clauses
stating that the firm would contact extortionists only "once all possible means of directly
decrypting Client's files have been exhausted"'*. Proving fraud required demonstrating
that threat actor contact was consistently the initial step rather than a last resort'.

3. Monetary Thresholds: Individual markups frequently fell below federal prosecution
thresholds'®. Securing an indictment required aggregating hundreds of client
engagements across multiple jurisdictions to reach the $19 million billing threshold and
substantiate systemic fraud®.

4. Lack of Regulatory Oversight: No federal regulatory agency exercised proactive
oversight over commercial data recovery claims. Although the Federal Trade
Commission (FTC) held statutory authority to police deceptive trade practices under
Section 5 of the FTC Act—as noted in 2019 by former acting chair Maureen
Ohlhausen—neither MonsterCloud nor Proven Data was subjected to FTC enforcement.

5. Friction in Public-Private Intelligence Ingestion: Communications channels between
independent reverse engineers and federal law enforcement were historically
fragmented. Threat researchers such as Fabian Wosar noted that early submissions to
law enforcement portals were met with bureaucratic delays or limited technical
comprehension, forcing researchers to file critical threat leads through standard web
intake forms.

The Threat Actor Incentive Structure: Dedicated Portals and Promo
Codes

Ransomware syndicates actively encouraged repeat intermediaries’®. Threat cartels recognized
that commercial intermediaries streamlined negotiations, stabilized cryptocurrency transfers,
and minimized transaction friction®.

For example, the operators of GandCrab integrated a dedicated "promo code" field into their
dark web payment portals specifically for data recovery firms, granting 10% to 20% discounts
to repeat brokers'®. Intermediaries pocketed these discounts while billing clients full price™.
Ransomware platforms also created persistent chat profiles for repeat brokers, enabling rapid
key delivery and cooperative price discovery. This mutual commercial benefit discouraged both
sides from exposing the underlying transactions'®.

The Ransomware Ecosystem: Economic
Interdependence and Extractive Incentives

The MonsterCloud case demonstrates that modern ransomware functions as a self-reinforcing
economic ecosystem rather than an isolated external risk. The threat landscape is frequently
described as an unpredictable operational shock comparable to extreme weather events®. In
practice, ransomware operates as a human-engineered economy sustained by aligned



commercial incentives across multiple interconnected market sectors®.

Ecosystem Node

Credential
Harvesters &
Stealer Crews

Initial Access
Brokers (IABs)

Ransomware-as-a
-Service (RaaS)
Operators

Cyber Insurance
Underwriters

Breach Counsel
("Breach

Operational
Mandate in Threat
Lifecycle

Deploy infostealers
(e.g., RedLine,
Lumma, StealC) and
phishing kits to
harvest corporate
credentials and
active session
tokens’.

Secure persistent
access to corporate
networks via VPN
exploits, unpatched
edge devices, or
stolen identities®.

Engineer
cryptographic
lockers, maintain
dark web
negotiation portals,
and manage leak
infrastructure’.

Underwrite
corporate cyber
policies and
maintain approved
vendor response
panels’.

Direct forensic
investigations,

Primary Revenue
Mechanism

Bulk monetization
of identity logs and
credentials on
underground
forums (e.g.,
Russian Market,
Genesis)®.

Direct sale of
access credentials
to ransomware
affiliates based on
victim revenue
($1,000-$20,000+
per network)®.

Extortion revenue
splits (typically
70-80% to
affiliates, 20-30%
to core
developers)'®.

Premium
collections, risk
pooling, and
reinsurance capital
management®.

Hourly billable legal
fees and corporate

Structural
Disincentive
Toward Threat
Actor Suppression

Maximizing the
volume of
vulnerable
enterprise targets
sustains the
primary demand for
harvested data®.

Business model
depends on
continuous,
unmitigated access
across enterprise
environments’.

Entire economic
viability depends
upon continuous
enterprise
disruption and
successful
payments’.

Historically favored
paying ransoms
over absorbing
costlier,
compounding
business
interruption claims®.

Focuses primarily
on managing client



Coaches")

DFIR &
Remediation
Providers

Fear-Driven
Security Vendors

establish legal
privilege, and
manage regulatory
notifications.

Perform forensic
triage, network
restoration, and
extortion
negotiation’.

Market endpoint
security, SIEM
platforms, and
access
management
solutions'.

breach retainer
agreements.

High hourly forensic
rates, flat recovery
fees, and
percentages of
negotiated ransom
savings'.

Enterprise software
licenses and
recurring SaaS
subscriptions.

liability and
confidentiality
rather than active
criminal
suppression.

Expanding market
crisis directly
increases service
demand;
permanent threat
suppression
eliminates
engagement
volume'.

Industry marketing
relies on enterprise
ransomware
anxiety to justify
cybersecurity
capital
expenditures.

Symbiotic Mechanics and the Failure of Market Incentives

This multi-tiered structure creates an economic dynamic where participants across the
incident response cycle extract financial value from the continuation of the crisis. Insurers and
breach coaches have historically viewed ransom settlements as a pragmatic cost-containment
tool°. If an enterprise incurs $1 million in operational downtime daily and a ransomware cartel
demands a $500,000 settlement to release systems, approving the ransom appears
commercially sensible in the near term®.

However, this calculation ignores the compounding macro-level consequences®. Payouts
funded by cyber insurance policies directly inject capital into criminal syndicates, underwriting
advanced malware research, zero-day acquisitions, and infrastructure scaling®.

Simultaneously, the incident response and legal advisory sectors have built significant

commercial practices around post-breach triage'. Approved vendor panels operate within
strict legal boundaries to protect clients, but these closed ecosystems rarely prioritize feeding
operational telemetry into law enforcement disruption campaigns.



Furthermore, defensive cybersecurity vendors utilize high-profile extortion events to drive
software licensing revenue, shifting customer attention toward perimeter tooling rather than
systemic ecosystem disruption. Natural disasters cannot be deterred or arrested, but cyber
extortion relies entirely on human infrastructure, financial off-ramps, and communications
pathways that can be targeted, tracked, and dismantled’. Treating ransomware as an
unpreventable disaster normalizes an extractive economy that enriches intermediaries while
leaving root causes unaddressed®.

Empirical Evaluation of the Ecosystem Thesis: Macro Trends and

Academic Findings

Evaluating the structural dynamics of the ransomware ecosystem requires cross-referencing
industry assertions against empirical academic research, think tank policy analyses, and
macro-level cryptocurrency telemetry”:

1. The RUSI Cyber Insurance Findings: In a comprehensive 12-month study titled Cyber
Insurance and the Ransomware Challenge conducted by the Royal United Services
Institute (RUSI) in partnership with researchers from the University of Kent, De Montfort
University, and Oxford Brookes University (MacColl, Sullivan, Nurse, Mott, Turner,
Cartwright, and Cartwright), empirical analysis revealed nuance that challenges simple
assumptions*'. The study found "no compelling evidence that victims with cyber
insurance are much more likely to pay ransoms than those without,” noting that claims
that cyber insurance fuels ransomware or causes threat actors to deliberately target
insured firms are frequently overstated’. However, the RUSI study also observed that
insurers had failed to instill rigorous ransom payment discipline across policyholders, and
documented clear evidence that when threat actors exfiltrate insurance policy
documents from victim networks, they weaponize policy sub-limits as negotiation
leverage.

2. Institute for Security and Technology (IST) / Ransomware Task Force (RTF):
Cross-sector policy research from the IST Ransomware Task Force emphasizes that the
proliferation of unregulated intermediaries exacerbates moral hazard across the
extortion response lifecycle*’. The RTF framework notes that when negotiation and
recovery intermediaries operate in an unvetted commercial vacuum without statutory
reporting mandates, criminal syndicates optimize their price discrimination algorithms
based on historical broker data*?. The Joint Ransomware Task Force (JRTF), established
by Congress under the Cyber Incident Reporting for Critical Infrastructure Act of 2022
(CIRCIA), specifically targets this governance gap to coordinate interagency operational
suppression®.

3. Macro Payment Contraction vs. Volume Escalation: According to Chainalysis
telemetry, total on-chain ransomware payments dropped from approximately $1.25



billion in 2023 to $892 million in 2024, and fell further to roughly $820 million in 2025.
Concurrently, the proportion of ransomware victims who elected to pay extortion
demands dropped to an all-time low of 28% in 2025, down from 62.8% in 2024 and over
80% in 2019. However, attack frequency rose 50% year-over-year, median payment sizes
surged 368% (from $12,738 in 2024 to $59,556 in 2025), and Initial Access Brokers
captured at least $14 million in marketplace revenue.

4. The Private-Sector Disruption Disconnect: While cybersecurity software vendors and
nonprofit threat intelligence bodies increasingly participate in international law
enforcement disruptions (e.g., Operation Endgame and Operation Cronos), commercial
cyber insurance carriers and panel law firms remain largely absent from proactive
disruption funding. Carriers allocate substantial resources to claims indemnification and
baseline underwriting questionnaires, but contribute little capital toward operational
takedowns or non-profit threat suppression infrastructure®.

Technical and Operational Frameworks for Enterprise
Due Diligence

To avoid predatory recovery intermediaries and ensure organizational response strategies do
not reinforce the criminal extortion economy, enterprises must implement rigorous vendor
governance and technical verification procedures’.

Cryptographic and Algorithmic Verification Standards

Organizations must approach any vendor claiming proprietary, non-payment data restoration
capabilities with technical skepticism'. With modern implementations of standardized
asymmetric algorithms (such as AES-256 paired with RSA-2048 or Curve25519), independent
decryption is mathematically infeasible without access to the attacker's private key'®.

Non-payment restoration can only occur under specific, demonstrable technical conditions'®:

e Exploitation of weak pseudo-random number generator (PRNG) algorithms that allow
private key derivation.

e Discovery of implementation flaws, such as improper key-zeroing in physical memory,
insecure local key caching, or hardcoded master seeds within the ransomware binary.

e Flawed key transmission protocols that leak cryptographic material across network
command-and-control channels.

e Successful extraction of unallocated data blocks, Volume Shadow Copies, or local system
artifacts that bypassed the wiper routine.

Enterprise incident response planning must align with established doctrine such as NIST SP
800-61r2 (Computer Security Incident Handling Guide) and NIST SP 1800-25 (Data Integrity:
Identifying and Protecting Against Ransomware and Other Destructive Events)®. Furthermore,
technical teams should leverage CISA's Known Exploited Vulnerabilities (KEV) Catalog, the



MITRE ATT&CK and D3FEND frameworks, and authoritative platforms such as the No More
Ransom project and ID Ransomware before engaging commercial negotiators®. Incident
response teams must require any recovery provider claiming proprietary capabilities to deliver
a formal, peer-reviewable technical report detailing the precise cryptographic or software
vulnerability being exploited'®. Vendors that refuse to provide technical verification, claim their
methods are "trade secrets," or rely on vague assertions of "working in the shadows" should be
excluded from consideration®.

Structural Segregation of Duties

To eliminate conflicts of interest, corporate procurement and legal policies must enforce a
structural separation of duties within incident management workflows'. Digital forensics,
root-cause analysis, and infrastructure restoration must be contracted through an independent
technical provider that is commercially isolated from any extortion negotiation or payment
processing'.

When a single vendor manages forensic scoping, threat actor communication, and decryption
verification, it creates a moral hazard: the firm can inflate recovery claims, fabricate diagnostic
milestones, and broker secret payouts to collect inflated margins’. Separating technical
forensics from negotiation ensures that an independent engineering team audits all decryption
utilities before deployment, confirming whether recovery files originate from software exploits
or attacker-supplied keys'.

Contractual Governance, Financial Auditability, and Regulatory

Mandates

All incident response and vendor retainers must contain explicit, legally binding restrictions
governing threat actor engagements'. Contracts must state that the vendor is strictly
prohibited from establishing contact with, negotiating with, or transferring value to
extortionists without the prior, written authorization of the victim’s board of directors, general
counsel, and compliance leadership'.

In scenarios where an organization elects to proceed with an extortion payment after
exhausting recovery options, the engagement agreement must mandate total financial
transparency’:

e The precise transaction details, including origin wallet addresses, destination wallets, and
transaction hashes recorded on the public blockchain'.

e The verifiable fiat-to-cryptocurrency conversion rates and exact exchange fees,
accompanied by third-party broker receipts, prohibiting any percentage-based markups
or spreads’.

e Full pass-through of any discounts or concessions granted by the extortionists'®.

e Verifiable documentation of comprehensive OFAC, Counter-Terrorism Financing (CTF),



and Anti-Money Laundering (AML) screenings conducted against all associated wallet
clusters prior to initiating transactions’.

e Complete unedited negotiation chat transcripts, retained for direct submission to law
enforcement’.

e Named personnel identities, prohibiting the use of aliases, accompanied by verified
professional credentials and background checks'®.

e Two-person authorization controls over all payment wallets to prevent rogue insider
extortion schemes.

This level of transparency ensures compliance with emerging regulatory requirements, such as
CISA's Cyber Incident Reporting for Critical Infrastructure Act (CIRCIA)—whose draft final rule
(RIN 1670-AA04) was officially submitted to OMB/OIRA on October 1, 2026, for EO 12866
interagency regulatory review, mandating 24-hour reporting for ransom payments and 72-hour
reporting for significant incidents®.

Similar statutory frameworks are rapidly advancing internationally“®:

e Australia's Cyber Security Act 2024: Enacted a mandatory reporting regime requiring
entities to report all ransomware payments within 72 hours to the Australian Signals
Directorate (ASD), featuring statutory limited-use protections so reporting cannot be
used against victims in civil enforcement®.

e United Kingdom Home Office Regulatory Reforms (2025-2026): Following a public
consultation showing 82% support among public sector and CNI respondents, the UK
government confirmed plans to legislate a targeted ban on ransomware payments for all
public sector bodies and regulated CNI, alongside a mandatory payment prevention and
reporting regime for other enterprises®.

e European Union Payment Governance Architecture: As outlined in comparative
studies under NIS2 and DORA, European policy discussions are moving toward a
two-pillar model combining mandatory pre-payment notices (allowing authorities to
freeze assets or issue sanctions warnings) with mandatory 24-hour post-payment
reporting*.

Procurement Red Flags Checklist

Enterprises evaluating incident response and data recovery retainers during peacetime must
treat the following indicators as disqualifying operational red flags'®:

e Guarantees of 100% recovery for modern, unbroken ransomware strains without paying
threat actors'®.



e Invocation of "trade secrets," "proprietary algorithms," or refusal to provide
peer-reviewable technical explanations of recovery methods'®.

e Recovery pricing tied to a percentage or multiple of the attacker's ransom demand rather
than standard billable labor rates®.

e Free "analysis" that produces decrypted files within hours on ciphers known to lack
structural implementation flaws'”.

e Use of personal aliases, informal email accounts, or inflated titles ("Cyber
Counterterrorism Specialist") lacking accredited professional standing'®.

e Inconsistencies between marketing claims, corporate entity registration dates, and
verified customer references'.

Shifting from Extractive Remediation to Proactive
Threat Suppression

Long-term disruption of the ransomware economy requires shifting commercial resources
away from extortion payouts and toward coordinated operational takedowns®. Multi-agency
law enforcement campaigns demonstrate that public-private partnerships can degrade the
infrastructure supporting cyber extortion syndicates’.

Law Enforcement Key Infiltration: The FBI Hive Takedown Precedent

A foundational operational benchmark for proactive threat disruption occurred in January 2023
when the U.S. Department of Justice, the FBI, German Federal Criminal Police (BKA), and the
Netherlands National High Tech Crime Unit announced the infiltration and dismantling of the
Hive ransomware syndicate®. Hive operated as a prolific Ransomware-as-a-Service cartel,
extorting over 1,500 victims across 80 countries and demanding more than $100 million inillicit
payouts®.

Beginning in July 2022, FBI cyber investigators executed a covert, seven-month infiltration of
Hive's backend infrastructure®. In what Deputy Attorney General Lisa Monaco characterized as
a "21st-century cyber stakeout," FBI agents penetrated Hive's communications panels and
command-and-control servers, essentially operating within the network to capture and
generate cryptographic decryption keys®°.

Law enforcement distributed over 1,300 decryption keys directly to victims under active attack
worldwide, thwarting an estimated $130 million in ransom demands®. The Hive operation
proved that aggressive, lawful state infiltration can deliver direct cryptographic relief to victim
organizations, rendering commercial payment brokers and predatory recovery intermediaries



completely redundant®.

Europol's Operation Endgame

Launched in May 2024 and coordinated through Europol and Eurojust alongside law
enforcement partners across France, Germany, the Netherlands, the United States, the United
Kingdom, and Canada, Operation Endgame targets the foundational layer of the ransomware
supply chain: the dropper and loader botnets operated by Initial Access Brokers®.

Campaign Phase Operational
Timeline

Phase 1: Botnet May 20243

Foundation Strike

Phase 2: Access May 2025

Pipeline

Disruption

Phase 3: Stealer
Network
Dismantlement

Nov 2025 — 2026°

Infrastructure
Targets & Malware
Strains

IcedID, SystemBC,
Pikabot,
Smokeloader,
Bumblebee®.

Qakbot,
Lactrodectus,
Hijackloader,
DanaBot, Trickbot,
Warmcookie’.

Rhadamanthys,
SocGholish,
Amadey, StealC'

Disruption Metrics
& Outcomes

100+ servers
disrupted, 2,000+
domains seized, 4
arrests, 16 location
searches.

300+ servers
neutralized, 650
domains seized, 20
international arrest
warrants, >€21.2M
seized.

1,025+ server
infrastructure
nodes disrupted,
326 servers /142
domains seized,
>$46M crypto
frozen, 27M
credentials
recovered, 14,971
compromised sites
remediated’.

Operation Endgame demonstrates the efficacy of targeting the initial access infrastructure
that enables ransomware deployment®. In its opening phase, investigators neutralized
SystemBC, an encrypted SOCKS5 back-connect proxy that served as critical
command-and-control infrastructure for prominent ransomware syndicates, including Ryuk



and Conti.

Crucially, Operation Endgame integrated private-sector cybersecurity partners and non-profit
infrastructure defenders, including CrowdStrike, Amazon, ESET, Google, Proofpoint, Zscaler,
PayPal, and the Shadowserver Foundation’. Shadowserver ingested seized backend botnet
data, enriching and distributing remediation telemetry to 201 National CSIRTs across 175
countries and over 10,000 network owners, alerting millions of impacted victim endpoints daily.
Similar public-private coalitions powered the August 2023 Qakbot infrastructure takedown
(partnering with Microsoft DCU, NCFTA, and Have | Been Pwned) and global Sality disruptions.

Operation Cronos: The LockBit Disruption

Coordinated by the United Kingdom's National Crime Agency (NCA), the FBI, Europol, and a
ten-nation international task force, Operation Cronos crippled the LockBit ransomware
syndicate in February 2024%. As the most prolific Ransomware-as-a-Service platform
globally—responsible for thousands of enterprise breaches—LockBit relied on an extensive
affiliate network supported by proprietary dark web portals®.

Operation Cronos attacked the group’s operational core by seizing 34 backend servers, taking
control of its primary data leak platform, and capturing source code, victim details, and internal
affiliate communications®. Rather than requiring victims to rely on commercial intermediaries,
law enforcement extracted over 1,000 cryptographic keys directly from LockBit's servers,
engineering and distributing free decryption tools that enabled organizations worldwide to
restore their data without paying ransoms®.

Furthermore, by taking over LockBit's infrastructure to publicly unmask core operators, freeze
cryptocurrency accounts, and expose affiliate identities, the operation degraded the trust
required to sustain the criminal affiliate model®. Operation Cronos demonstrated that
coordinated public-private intelligence sharing can neutralize malicious infrastructure and
provide direct cryptographic relief to victims®.

Concrete Proposals for Market-Wide Realignment
To redirect commercial resources from ransom subsidization to systemic threat suppression,
industry participants must adopt structural governance reforms®:

1. Mandatory Reporting Across Intermediaries: Statutory reporting regimes, such as
CIRCIA in the United States and the Cyber Security Act 2024 in Australia, should be
expanded to require incident response firms, forensic vendors, and negotiation
intermediaries to report all ransom inquiries, wallet addresses, and settlement amounts
directly to national cyber authorities?. Mandatory intermediary reporting would
immediately eliminate the opacity that allowed MonsterCloud to conceal over $8 million
in criminal payouts®.



2. Implementation of Pre-Payment Notification Controls: Adopting the regulatory
architecture proposed by the UK Home Office and EU payment governance frameworks,
enterprises contemplating ransom payments should be legally obligated to submit a
formal pre-payment notification to law enforcement, enabling authorities to verify
whether decryption keys are already held in state repositories (e.g., from operations like
Hive or Cronos) before corporate funds are liquidated*.

3. Insurer-Funded Disruption Levies: Cyber insurance underwriters and reinsurers should
allocate a dedicated percentage of gross written premiums toward funding non-profit
threat interdiction infrastructure, such as Shadowserver, abuse.ch, and public-private
takedown consortiums. Investing directly in infrastructure takedowns reduces aggregate
claims exposure far more effectively than funding post-incident extortion settlements®.

4. Panel Governance and Intelligence Sharing Mandates: Cyber insurance panels and
breach coaches must establish strict vendor accreditation standards, mandating
background checks, structural segregation of duties, two-person wallet authorizations,
and open audit rights. Furthermore, panel contracts must obligate DFIR firms to feed
anonymized attack telemetry, IOCs, and threat actor communication logs into law
enforcement and ISAC sharing hubs within 24 hours of collection.

Conclusion

The prosecution of Zohar Pinhasi exposes the vulnerabilities and misaligned incentives within
the post-breach services market'. When incident response firms can secretly purchase
decryption keys, mark up payments by hundreds or thousands of percent, and exploit client
non-disclosure agreements, the remediation sector functions as an extension of the extortion
economy rather than a defense against it'.

Ransomware persists because capital flows continuously across this system®. Ransoms paid by
businesses and reimbursed by insurers fund the next generation of exploits and infrastructure,
while an array of intermediaries, breach coaches, and forensic providers extract revenue from
managing the fallout'. Treating cyber extortion as an unpreventable disaster legitimizes this
extractive dynamic®.

Addressing this crisis requires market-wide realignment®. Enterprise leaders, insurance
underwriters, and incident managers must implement rigorous vendor vetting, mandate
cryptographic transparency, enforce structural separation of duties, and eliminate secret
payouts'. Concurrently, corporate risk capital and telemetry must be redirected toward
proactive threat suppression®. By supporting targeted law enforcement operations like
Endgame, Cronos, and Hive, the cybersecurity community can help dismantle criminal
infrastructure, neutralize access brokers, and replace an extractive remediation economy with
collective, measurable security’.
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