[Letterhead of Thompson Hine LLP]
June 6, 2016
By EDGAR and Electronic Mail

United States Securities and Exchange Commission
Division of Corporation Finance

Office of Mergers and Acquisitions

100 F Street, N.E.

Washington, D.C. 20549

Attention:  Bryan J. Pitko
: Attorney Advisor

RE: Rubicon Technology, Inc. (“Rubicon”)
Definitive Additional Soliciting Materials
Filed June 2, 2016 by Paragon Technologies, Inc., et al.
File No. 001-33834

Dear Mr. Pitko,

On behalf of Paragon Technologies, Inc. (“Paragon”), GAD Partners Fund LP, GAD Capital Management LLC, Hesham M.
Gad, Jack H. Jacobs, Deborah R. Mertz and Samuel S. Weiser (each, a “Filing Person” and collectively, the “Filing
Persons™), we are responding to your letter dated June 3, 2016 in connection with the definitive additional proxy soliciting
materials filed by the Filing Persons on June 2, 2016 (the “Proxy Statement”). We have reviewed the comments of the staff
of the Securities and Exchange Commission (the “Commission”) and respond below. For your convenience, the comments
are restated below in bold, with responses following.

DFAN14A
1. Please provide support for the following statements:

e  “Brog has a history of multiplé SEC violations, including multiple disclosure violations in activist
campaigns;”

Response: Timothy E. Brog has been involved in lawsuits concerning violations of the federal securities laws or
the failure to disclose violations of the federal securities laws, and was a “participant” in a solicitation which the
staff of the Commission itself advised the participants that they had committed a violation of the proxy rules, as
set forth below.

In 2006, Mr. Brog was part of a slate of director candidates put forward by a group of activist shareholders led
by Full Value Partners L.P. (“Full Value Partners”), and thus a “participant”, in a proxy contest waged against
Gyrodyne Company of America, Inc. (“Gyrodyne™). (Please see Proposal 1 of the Definitive Proxy Statement
filed by Full Value Partners on November 14, 2006, which is available on the Commission’s website at
http://www.sec.gov/Archives/edgar/data/44689/000089601706000024/gyrodefproxy.txt.)




On November 29, 2006, the staff of the Commission sent a comment letter to Full Value Partners (the “SEC
Comment Letter”) that reads in part:

“Because a preliminary proxy statement was not first filed, the participants in this solicitation violated Rule
14a-6 of Regulation 14A. Please revise the proxy statement to affirmatively indicate the participants have
committed a federal securities law violation.” '

(Please see Comment No. 1 on pp. 1-2 of the SEC Comment Letter, a copy of which is attached hereto as
Exhibit A.)

In addition, as discussed below, in the Court’s Ruling (the “TravelCenters Court’s Ruling”) in TravelCenters of
America LLC v. Timothy E. Brog, et. al., Chancellor William B. Chandler, III of the Court of Chancery of the
State of Delaware found that a notice of intention to nominate directors at the 2008 annual meeting of
stockholders of TravelCenters of America LLC was deficient because Mr. Brog “failed to disclose Mr. Brog’s
earlier violation of federal securities laws.” (See pp. 6-7 in the Exhibit B referenced below.) Chancellor
Chandler went on to say that “... the SEC staff had, as a matter of fact, concluded that Mr. Brog had violated
the federal securities laws in 2006 in connection with the Gyrodyne Company proxy solicitation” and that the
materiality of such violation was clear. (Please see TravelCenters of America LLC v. Timothy E. Brog, et. dl.,

no. 3516-CC (Del. Ch. Apr 4,2008), the Court’s Ruling filed in the Court of Chancery of Delaware on Aprll 7,
2008, a copy of which is attached hereto as Exhibit B.)

Following receipt of the SEC Comment Letter, Full Value Partners did not file an amended proxy statement
with the Commission. The Full Value Partners group were notified that their director nominations did not
comply with the advance notice requirements of Gyrodyne’s bylaws. (Please see Definitive Additional
Materials on Schedule 14A filed by Gyrodyne on November 20, 2006, which filing is available on the
Commission’s website at

http://www.sec.gov/Archives/edgar/data/44689/000126645406000486/gyrodyne defalda.txt)

As disclosed under Item 4 “Submission of Matters to a Vote of Security Holders” of Gyrodyne’s Annual Report
~ on Form 10-K, filed .on March 15, 2007 and available on the Commission’s website at

http://www.sec.gov/Archives/edgar/data/44689/000126645407000133/gyrodyne 10k-123107.txt, the Full
Value Partners’ nominations were out of order, and any votes that their nominees received were not counted, at
Gyrodyne’s 2006 annual meeting of stockholders.

The following year, the Full Value Partners group again attempted to nominate the same group of directors,
including Mr. Brog. (Please see Proposal 1 of the Preliminary Proxy Statement filed by Full Value Partners on
October 10, 2007, which is available on the Commission’s website at
http://www.sec.gov/Archives/edgar/data/44689/000089601707000008/gyroprelim.txt.)

On November 21, 2007, Gyrodyne filed a Complaint in the U.S. District Court, Eastern District of New York
(the “Gyrodyne Complaint”), which read in part:

“Plaintiff seeks preliminary and permanent injunctive relief to prevent Defendants [including Mr. Brog] from
using a materially false and misleading proxy statement [(the “Full Value Partners 2007 Proxy”)] and a false
and misleading letter to Gyrodyne’s shareholders to solicit the proxies of Gyrodyne’s unsuspecting
shareholders ...” '




(Please see p. 1 of Gyrodyne Company of America, Inc. v. Full Value Partners L.P. et. al., No. 07-VV-04857, in
the U.S. District Court, Eastern District of New York, Complaint filed on November 21, 2007, a copy of which
is attached hereto as Exhibit C.)

The Gyrodyne Complaint alleged that the Full Value Partners 2007 Proxy was materially misleading and
contained a number of false statements, including :

= the omission of the statement that “the [Full Value Partners’] nominees Goldstein, Dakos and Brog violated
securities laws in connection with last year’s solicitation of proxies from Gyrodyne shareholders™; and

» the omission of disclosure of prior state securities law violations by the proponent of Mr. Brog’s
nomination and the other nominees included in the Full Value Partners 2007 Proxy. '

(Please. see pp. 3-4 of the Gyrodyne Complaint.)

Mr. Brog’s nomination was subsequently withdrawn. (Please see the Definitive Additional Materials on
Schedule 14A filed by Full Value Partners on November 30, 2007, which filing is available on the
Commission’s website at http://www.sec.gov/Archives/edgar/data/44689/000089601707000011/gyrodfan.txt.
(Please also see the Press Release issued, and filed with the Commission as Definitive Additional Materials on
Schedule 14A, by Gyrodyne on December 3, 2007, which filing is available on the Commission’s website at
http://www.sec.gov/Archives/edgar/data/44689/000126645407000613/gyrodyne_defal4a-120307.htm.) The
other two dissident candidates were defeated at the stockholders’ meeting. (Please see Item 4 “Submission of
Matters to a Vote of Security Holders” of Gyrodyne’s Annual Report on Form 10-K, filed on March 28, 2008,
which is available on the Commission’s website at
http://www.sec.gov/Archives/edgar/data/44689/000126645408000222/gyrodyne 10k-031708.txt.)

On February 1, 2008, in response to a notice of intent to nominate directors at its upcoming annual meeting of
stockholders TravelCenters of America LLC filed a federal lawsuit against Mr. Brog and others alleging, among
other things, that the nomination notice failed to comply with the requirements of the company’s Limited
Liability Company Agreement because Mr. Brog’s history of a securities law violation was not disclosed. As
noted above, in the TravelCenters Court’s Ruling in TravelCenters of America LLC v. Timothy E. Brog, et. al.,
Chancellor William B. Chandler, 11T of the Court of Chancery of the State of Delaware found that a notice of
intention to nominate directors at the 2008 annual meeting of stockholders of TravelCenters of America LL.C
was deficient because Mr. Brog “failed to disclose Mr. Brog’s earlier violation of federal securities laws.” (See
pp. 6-7 in the Exhibit B referenced below.) Chancellor Chandler went on to say that ... the SEC staff had, as a
matter of fact, concluded that Mr. Brog had violated the federal securities laws in 2006 in connection with the
Gyrodyne Company proxy solicitation” and that the materiality of such violation was clear. (Please see
TravelCenters of America LLC v. Timothy E. Brog, et. al., no. 3516-CC (Del. Ch. Apr. 4, 2008), the Court’s
Ruling filed in the Court of Chancery of Delaware on April 7, 2008, a copy of which is attached hereto as
Exhibit B.)
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In 2011, Mr. Brog was again part of the activist’s slate for election to the board of ModusLink Global Solutions,
Inc.’s (“ModusLink”) annual meeting of stockholders scheduled for January 20, 2012. Please see information
under the heading “Peerless Nominee Timothy Brog Has a Troubling Track Record of SEC Violations” in
ModusLink’s Press Release (the “ModusLink Press Release™) filed on December 7, 2011 as Definitive
Additional Materials, which filing is available on the Commission’s website at
http://www.sec.gov/Archives/edgar/data/914712/000119312511333759/d266806ddefal4a.htm. Among other
allegations regarding Mr. Brog’s involvement with Gyrodyne and TravelCenters of America, the Modus Press
Release included the following:

“We believe that Mr. Brog is operating Peerless as an unregistered investment company in violation of federal
securities laws. Based on its public filings, we believe Peerless fails several quantitative and qualitative tests
under the Investment Company Act of 1940. While Peerless has not been subject to regulatory action on this
issue, the Company has contacted the SEC’s Division of Investment Management regarding its views based on
Peerless’ public filings. Once again, Mr. Brog has failed to disclose these apparent federal securities law
violations.”

Mr. Brog did not receive sufficient votes to be elected at ModusLink’s stockholders’ meeting. (Please see Form
8-K/A filed by ModusLink on February 7, 2012 and available on the Commission’s website at
http://www.sec.gov/Archives/edgar/data/914712/000119312512043674/d296423d8ka.htm.) -

The information discussed above regarding the activist campaigns in which Mr. Brog was involved is intended
to provide a look at a few sample campaigns and is not intended to be a comprehensive history of Mr. Brog’s
activism activities.

“Brog was arrested on drug charges just three years ago;”

Response: In describing Mr. Brog’s own testimony, in Knight v. Brog, 2015 Conn. Super. LEXIS 2030 (July 31,
2015), the Superior Court of Connecticut stated that “In May of 2013, the defendant [Brog] was arrested on
drug charges that were ultimately disposed of through a pretrial diversionary program.” The Court goes on to
say that “[Mr. Brog’s] drug arrest and revelation of his activity outside the marriage ultimately proved to be the
catalyst for the end of the parties’ marriage.” (Please see p. 5 of Knight v. Brog, 2015 Conn. Super. LEXIS 2030
(July 31, 2015), a copy of which is attached as Exhibit D hereto.)

“Brog recently underwent a contentious divorce in which the court cited his “drug arrest” and
“infidelity” as causes for the marital discord;” and

Response: In describing Mr. Brog’s own testimony, in Knight v. Brog, 2015 Conn. Super. LEXIS 2030 (July 31,
20135), the Superior Court of Connecticut stated that “In May of 2013, the defendant [Brog] was arrested on
drug charges that were ultimately disposed of through a pretrial diversionary program.” In addition, the Court’s
decision notes that Mr. Brog’s ex-wife described Mr. Brog “as the one who ‘blew up’ the marriage due to his
drug arrest and infidelity.” The Court goes to say that “[Mr. Brog’s] drug arrest and revelation of his activity
outside the marriage ultimately proved to be the catalyst for the end of the parties’ marriage.” (Please see
Knight v. Brog, 2015 Conn. Super. LEXIS 2030 (July 31, 2015), a copy of which is attached as Exhibit D
hereto.)
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e  “Brog appears to be a journeyman director regularly added as a stand-in for contested elections,
including in multiple cases where his nomination was forced to be withdrawn or was declared deficient

and invalid.”
Response: Please see the response under the first bullet point above.

We note your statement that “[ylour plan...will lead to a reappraisal of the stock price to between $2.00 and
$3.00 per share.” Please provide your basis for the belief that the potential value of the Company’s stock
price will reach $3.00 per share. In this respect, we note that the table appearing under the heading
“Significant Upside Across Multiple Scenarios” includes values reflecting a maximum price per share of
$2.80. ‘

Response: Paragon’s response follows.

First, we note that, as of 12/31/2015 Rubicon has approximately 26 million shares outstanding and net equity value
of approximately $111 million, or approximately $4 per share.

Unencumbered cash and short-term investments as of 12/31/2015 equates to $30 million or $1.20 per share.

Our analysis suggests that Rubicon’s wholly owned, mortgage free real estate is worth at least $20 million, or $0.80
per share. We would note that Rubicon lists the value of its buildings at $26 million, and real estate tends to
appreciate over time so it is likely this $26 million is a below market value. Assuming a modest amount for market
value appreciation results in $1.00 per share.

The company has over $50 million worth of state of the art sapphire producing equipment: At face value this
equipment is worth $2 per share. However, we recognize that such equipment is often sold at prices below face
value. In a worst case scenario, we assume sale prices of 10% to 40% of face value, or $0.20 to $0.80 per share.

Cash and ST Investments = $1.20 per share
Real Estate = $0.80 to $1.00 per share

Machinery and Equipment = $0.20 to $0.80 per share

In addition, this Implied Value of approximately $2.00 to $2.80 per share does not take into account the additional
value that would be added over time due to operational improvements in the sapphire business. A return to
profitability would likely lead to a stock price that could be well in excess of the implied net equity value of $4 per
share. Hence, we conservatively assume that in addition to our projected value of $2.80 per share, and assumption
for.a modest amount of market value appreciation in the real estate, operational improvements more than warrant an
estimate of $3 per share.

Please provide support for your statement under the heading “Conclusion” that “Rubicon’s corporate.
governance would likely fail all standards of quality and fiduciary obligation by all proxy standards today.”

Response: Paragon believes that it is apparent from the context of the “Conclusion” section in the referenced filing
that the conclusions are Paragon’s statements of opinion. Nevertheless, Paragon continues to believe that Rubicon’s
director compensation is egregious in light of Rubicon’s continued losses, amounting to over $150 million over the
past four years. Paragon questions the exercise of the fiduciary duties by Rubicon’s board in failing to take action to
mitigate these losses and address the dire circumstances at Rubicon. As a further example of the entrenchment
activities by Rubicon’s board, Rubicon continues to have a classified board of directors. Classified board structures
are at the pinnacle of poor governance practices, strongly disfavored by both proxy advisory services and many
institutional investors. Institutional Shareholder Services (“ISS”) and the other proxy advisory firms and many
institutional shareholders believe that the primary effect of the classified board structure has been to entrench
directors and management and to deter and impede bids for companies that would enhance shareholder value. For
example, ISS labels a classified board structure as a “problematic takeover defense” and recommends that
shareholders vote against the entire board of directors (except new nominees who are considered on a case-by-case
basis) at the companies where the board is classified. (Please see ISS 2016 U.S. Summary Proxy Voting Guidelines,
excerpts of which are attached as Exhibit E hereto.) In addition, Paragon refers to its own experiences with the
Rubicon board, including Rubicon’s letter declaring Paragon’s nomination notice deficient on grounds that included




grounds that were incorrect and/or an improper interpretation of SEC rules, Rubicon’s multiple communications
preventing Paragon from being provided (even to this date) with standard shareholder lists as is required by
Delaware law, Rubicon’s appointment of a new director during the pendency of an election contest bypassing a
shareholder vote, and Rubicon’s reliance on legal matters to call one of Paragon’s director nominees “unfit” while
appointing a new director that arguably has had significantly worse legal issues.
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The Filing Persons’ acknowledgement follows on the next page. Please direct any questions to me at (216) 566-5527 or
Derek.Bork@ThompsonHine.com. ‘

Respectfully,

/s/ Derek D. Bork
Derek D. Bork




Each of the undersigned hereby acknowledges that (i) the Filing Person is responsible for the adequacy and accuracy of the
disclosure in the filing; (ii) staff comments or changes to disclosure in response to staff comments do not foreclose the

Commission from taking any action with respect to the filing; and (iii) the Filing Person may not assert staff comments as a
defense in any proceeding initiated by the Commission or any person under the federal securities laws of the United States.

Dated: June 6, 2016
"PARAGON TECHNOLOGIES, INC
/s/ Hesham M. Gad

Hesham M. Gad
“Chief Executive Officer

GAD PARTNERS FUND LP,
by GAD Capital Management L1.C, its general partner

s/ Hesham M. Gad
Hesham M. Gad
Managing Partner

GAD CAPITAL MANAGEMENT LLC

s/ Hesham M. Gad
Hesham M. Gad
Managing Partner

S/HESHAM M. GAD
HESHAM M. GAD

/8/ JACK H. JACOBS
JACK H. JACOBS

/S/ DEBORAH R. MERTZ
DEBORAH R. MERTZ

(S/ SAMUEL S. WEISER,
SAMUEL S. WEISER
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Wovember 29, 2006

1-556-0097 and U.8. Mail

Fall Yalue Partners LLP.

Attention: Andrew Dakos

Park 80 West - Plazs Two, Suite C04
Saddle Brock, NI 07663

Re:  Gyredyne Company of America, Inc.
Prefinitive Proxy Statement filed on Schedule 144
Filed November 14, 2006 by Full Value Partners, L.P.
File No. 000-01684

Definttive Additional Materials filed November 17, 2006
Fited by Full Value Portaers, L.P.
¥ile No. 000-91684

Beneficial Ownership Repurt filed cu Sehedule 13D/A
Filed November 7, 2006 by Bulldop Investors ef al,
File Nis. 5-33650

Dear Mr. Dakos:

We bave revipwed the above-referenced Hlings and have the Dllowing somments.
Where indicated, we think you should revise your docurments in response to these comments. If
Foui dnagm,, we will consider your explanation as ko why our comments may be inapplicable or
& revision is unnecessary. Please be as detadlod as necessary In your explanation,

Please understand that the purpose of our review process is (o assist you in your
compliance with the applicable disclosure nqmmmms and 1o enhance the overall disclosure in
your filings. We look forward to working with you in these respects. We welcome any
questions you may have about our copwments or any other aspect of our review.  Feel free 1o call
us at the telephone number Heted at the end of this letter,




 Schaddule 14A fiking by Fall Valus
Bovember 20, 20064
Page 2

participanis in this solicitation violated Rule 14a-6 of Regalation 14A. Please revi
proxy statement to affirmatively § ﬁ;zatfz t}zn purtw:pant& hm wmm;ttx,d a federal
xecmtm iaw wo%atwn g e e S

s

s SR

i

2. Giyrodyne sent a letter éated November 15 to Full Value notifying it of s falture to o
comply with the Company’s advance notice requirements. Revise to disclose, if tae, that T
Full Value received such notification from Gyrodyne and that Gyrodyae intends to rule
any of Full Vatee's proposals out of order at the annual meeting, In addition, please
disclose to seauwrity holders that any proxies delivered to the proxy holders identified on
the proxy card, Phillip Goldstein, Rajeev Das and Andrew Dakos, are accordingly at risk
of not being counted.

ER F’f&.ﬁ% ba aéx ibi:’}lff i}m aﬂ ﬁf zi}e dis«dmure nqa:imi ’E}y itc,m 4(%:} Aﬁﬁ 'Etem ’3{%} of

at.zte.meni to ¢l éariv zémmy 413 pamupanh, smé mclmic t}w wms;}@mdu}g dmlﬁsme
required for all panicipants in the solicitation. All director nondness, for example, fall
squarely withdn the scope of the definition of “participant” set forth in nstruction 3(a) to
{tem 4 of Schedule 14A. The dates of securities transactions, for example, have not been
disclosed.

4, Revise the cover page of Schedule 144 to identify every participant in the soliciation as
a person filing the proxy statement. At present, only Full Value Partoers LP. has been
wlentificd as the only person filing the proxy statement.

5. The proxy statement does not appear to have been prepared in accordance with the item
reguirements in Schedule 14A. For example, the proxy statement should be amended to
inclode the disclosures reguired by ltems 1, 2, 3, 4(b), 8(b), 6, 1%, 20, and 21. The proxy
statement accordingly has been disseminated with msterial omission. Flease revise the
proxy statemnent and distribute a supplement w secarity holders that contains the missing
informalion.

Dwnershi

. Please file an amended Schedule 13D 1o cleady indicate, i true, that the clients
referenced in this filing are indeed members of the group. Alternatively, explain how the
clients can retain dispositive power of the securities yet not be considered members of the
Brong..

7. Please deseribe the nature of the agreement between the members of the group as

required by Item 6 of Schedule 13D, Expressly state whether or not the agreement is oral
or written. In addition, advise us of all of the names of the persons and entities that could
be considered members of the proup.



Sehedule 144 filing by Full Value
Novembey 2, 2006
Page 3

8. Please obtain the signaiures on the amended Schedule 13D of all of the members of the
group, Al present, s sipnature for Bulldog ltvestors is missing.

g, Please revise to include the individual beneficial ownership totals of each member of the
group. In addition, please ensure that your responses to all disclosure items follow the
item requirements provided on the Schedule 13D publicly available on our website,
WWW.ECL.L0V,

Closing Comments

As appropriate, please respond 1o these comments by prompily amending the filings and
electronically sabmitting a response Tetter via EDGAR and “tagged” as correspondence a5
required by Rule 3-10 of Regulation S-T. 1f you do not agree with a comment, please tedl us why
1 your TeSpOnE. '

In connection with your response to our comments, please provide, in wiiting, 2

= The participant is responsible for the sdequacy and accuracy of the disclosure in the
filings;

> stalf comments or changss to disclosure in response to staff comments do not foreclose
the Cormmmission from taking any sction with respeet o the filing; and

»  The participant may not assert staff comments &3 a defense in any proceeding initiated by
the Cornmission or any person under the federal securities Taws of the United Swies.

in addition, please be advised that the Division of Enforcement has access to all
information you provide to the staff of the Division of Cotpuration Finance in our riview of your
filings or in response 1o our comments on your filings. :

We urge all persons who are responsible for the accuracy and adequacy of the disclosure
in the filings reviewed by the staff to be certain that they have provided all information investors
reguire for an informed desision. Please direct any questions that relate to the ahove-captioned
filings or this comment letter to me in the Office of Mergers and Acquisitions, Division of
Corporate Pinance, at (202) 3513266,

Rincorely,

micholas P. Panos
Special Counsel
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IN THE UNITED STATES DISTRICT COURT i m gma ( £l

FOR THE EASTERN DISTRICT OF NEW YORK G plsTRICT SUlY 5.
*  Nov ¢ 2007

Gyrodyne Company of America, Inc,, BROOKLYN OFFICH

Plaintift,

~against-

Full Value Partners L.P., Bulldog Investors General
Parinership, Fhillip Goldstein, Andrew Dakos and N
Timothy Brog, BL(}C%‘(5 J,

 Defendants,

Plaintiff Gyrodyne Company of America, Inc. (*Gyrodyng” or the “Company”™),
by wxd through its wﬁmigu{:d sttorneys, for ivis complaint against Defendants Foll Valoe
Partners, L.P. (“Full Value™), Bulldog Investors General Parmership {“Bulldog™, Phillip
Coldstein (“Goldstein™), Andrew Dakos (“Dakos™) and Timothy Brog ("Brog”) {collectively,
“Defeadants™), alleges as lullows!

INTRODUCTION

I. Plaintiff seeks proliminary and permanent injunctive relief to prevent
Defendants from wsing a materially false and misleading proxy statement {the *Bulldoy 2007
Proxy™) and g false and misleading lotter to Gyrodyne’s sharcholders to solicit the proxics of
Gyrodyne’s unsuspecting sharcholders: (i) to place s ropresentatives of Bulldog onto
Gyrodyne's Board of Directors; and (i) to dismantle the sharcholder vights plan that proteatz
Gyrodyne's sharcholders against inadequate and cosrcive takeover praposals, Defendants

Bulldog aud Goldstein have a long history of flagrantly violating and disregarding fideral and
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state securities laws and abusing the proxy process for their own gain. Although not disclosed in
their proxy, Bulldog routinely acquires stakes in companies and engages in proxy contests to
enrich itself and pursue ils own agenda at the expense of other sharcholders.

2. The Bulldog 2007 Proxy is Defendants’ second attempt to mislead

Gyrodyne's shareholders into voting for their self-serving proposuls by means of & materially
false and misleading proxy ststement. Indeed, on or about Nﬁvemhef 14, 2006, Defendants
maited a nearly identieal proxy siﬁtmne;zg to Gyrodyne's shareholders (the “Bulidog 2006
Proxy™} without pre-vlearing it with the Securities and Exchange Commission {(“SHC™) as
-required by Section 14(a) of the Securities Exchanpe Act of 1934 (the “Exchange Act™ ami‘ the
rules promulgated by the 8EC thercunder, Like the proxy disseminated by Defendants this yesr,
the Bulldog 2006 Proxy proposed: (i) the election of Defendants Goldstein, Dakos and Brog to
Gyrodyne’s Board of Directors and (i) the dismantling of Gyrodyne's shareholder rig§i3 plan,
Moreover, Defendants knew when they mailed the Bulldog 2006 Proxy that their proposals were
untimely wnder the Company's by-laws and could not i;e presented at G:m}dyn&’é annual
mueeting; however, Defendants failed to disclose to Gyrodyne’s shareholder that granting their
Proxy 1o ;}afendanm would effectively deprive them éf‘ their vote.

| 3,‘ When the 8EC leamed that the Defendants had mailed their proxy to
sharcholders without first receiving clearance from the staff of the SEC’s Division of Corporate
Finance (the “BEC Staff™) as required under the federal securitics laws, the SEC St {ssued a
comment letter to Defendants and instructed them to revise the proxy statement to, among other
things, affirmatively disclose 1o shareholders that 2’&{*353‘3; Guldstein, Dakos and Brog hd
wiolated the federal seeuritios tows sl thet the proposals contained in the proxy failed to comply
with the advanee notice requirements contained in Gyrodyne's by-laws and woukd be miled out-

of-order if presented at the annual mesting.  Defendants simply ignored the SEC StafPs

S
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instructions. When {}yméyém beld its annual sharcholders’ meeting on Decembar 7, 2006,
.1;3u§§dag’s proxy was ruled out of order and the proxics Defendants had obtained were not
counted. |

4, This year, Defendants ace once again secking to solicit proxies with a

nearly identical — and equally misleading -~ proxy statement. On October 10, 2007, the
Defendants filed a preliminary proxy statement (the “Bulldog ?feiizﬁinzzry Proxy”) with the SBC
which was substantially identival to, and just as deficient as, the Bulldog 2006 Proxy, Upon
information and belief, the 8B

advised Defendants that like the Bulldog 2006 Prowy, their Preliminary Proxy contained
misstatements und omissions of material fact and instructed Defendants to rexfisé their proxy and
belicf, Defendanis once ugain ignored the SEC Siaft's instructions,

5. Indeed, on November 9 2007, Defindants filed a dofinitive proxy
statement (the *Bulldog 2007 Proxy™), which failed to address the mimmaﬁs material omis?si{ms,
misstatements and deficiencies vontained in their ’3’*;& iminary Proxy. On or shout November 12,
2007, Bulldog began to diswribute the Bulldog 2007 Proxy. On or around Movember 16, 2007,
Defendants filed with the SEC and distributed to Gyrodyne’s shareholders a false, misleading
and disparaging letter urging Gyrodyne's sharcholders to vete in favor of the proposals set forth
in the Bﬁﬁdﬂg 2007 Proxy {the “Bulidog Letter™). The Bulldog 2007 Proxy plainly viplates
Section 14(a} of the Exchange Act, Rules 148-3 and 140-9 ;}mimﬁg&ted thereunder, and openly
flouts the suthosity of the 8EC. The Bu?idag Letter alse violates Section 14{2) and Rule 14a-9.

B. The Bulldog 2007 proxy omits, among other things, auy disclosure that
defendants Goldstein, Dakos and Brog wmﬁéﬁy violated the federal spcurities law in soliciting

Gyrodyne shareholders last year {and again this vear); fhat, indeed Defondanis Goldstein, Dakos

3
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and Bulldog have & history of flouting SEC Rules and federal and state laws put in place to
protect shareholders; that Defendants Goldstein, Dakos and Bulldog are motivated solely by their
own intercsts and greed and have on numerous M{zasiém taken stakes in other companies or
sought represeitation on company boards in order lo enrich themselves at the expense of the
targeted compauy and ifs pther shareholders,

7. Likewise, Deferddants also fail fo disclose Bulldog's violation of state
securities laws, For example, the Bulldog 2007 Proxy omits any mention of the fact that
defendants Goldsteln, Dakos, Full Value and Bulldog have been found to have illegally solicited
investors to purchase unregistered investments i Bulldog’s Punds in viclation of Massachusetts
laws. Indeoed, on October 17, 2007, the ;’!»fizj-‘;gszwhmeits Securities Division ruled that Bulldeg,
Full Value, Goldstein and Dakos had violated Massachusetls securities laws by offering
unregistered securities for sale in that state and illegally soliciting investors through Bulldog's
website,

g Defendants® iz:zﬁé&quate proxy similarly omits any disclosure of Bulldeg’s
hiswi’y of corporate raiding and “greenmail”. In this regard, Eiﬁ&if)g rowtinely iamches‘
expEnsive prﬂ:cy'mnéﬁsts to force %érg:e.t companies to sell assets, buy back shares or buyout
Bulldog’s stuke at a premium. According to their own marketing materials, Bulldog, Goldstein
and Dakos proudly describe themselves as “activists™ that “wnlock value” by engaging in proxy
contests {over two dozen in the past eight yeacs) and foreing the Hquidation of companies, The
shorb-term value they “unlock,” however, inures to their benefit, leaving the companies they
target poorer, more heavily leveraged and without critival cash or assets, Bulldog and it
investors benefit when they sell thelr short-tenm investment; the farget and its remaining
shareholders nre loft to suffer the long-term conseguonces,

9, The omitted information is plainty material to shareholders who have s

e
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right to know that Bulldog, Goldstein and Dakos will enrich themselves at their exlmnée and

proxies, ahsen; disclosure of these facts, Gyrodyne’s shareholders will be forced to cast their
vole in the dark as to Defendants” background, their character and integrity, and their true
motives, operating utder the mistaken belief that Defendants seek to bonefit all Gyrodyne
sharcholders, when history mukes clear that Defendants only seck to enrich themselves,

10, The false and misleading Bulldog Letter, moreover, is riddled with
misrepresentations and false and unsupported acousations of mismanagement and waste. It
falsely impugns the character, integrity and skill of Gyrodyne’s munagement and Board of
Directors in an improper cffort to sway shareholders to vote their shares for Bulldog. Defendants
cannot be permitted to mislead shareholders into voting for Bulldog’s nominees,

{1, Unless the Cowrt enjoins Defendants fiom saiii:iiing proxies pursuant to
their incomplete, false and misleading proxy siatement and false and disparaging letter,
Gyrodyne and i3 3&%&0?&@’3 will be irveparsbly harmed and Defondants will effectively
deprive Gyrodyne shareholders of thelr right ©o cest an informed vote. The Cowrt should
therefore enjoin Dufendants from soliciting or voting any proxies unié&é and until they correct gll
of the material misrepresentations and omissions and issue » proxy statenent that gomplies with

the federal seourities lows,

JURISDICTION AND VENUE

12, The claims wise under section 14(a) of the Exchange Act. This Cowrt has
subject matter jurisdiction under 28 US.C, § 1331
13, Venue is proper in this district purstant to 15 1,8.C, § 78aa and 28 US.C.

§ 130HL) because the false and mislending information for which Plaintiff seeks rolief was
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trangmitted into this district and was intended to bo read and relied upon by securities holders
withiin this district,

14, Acis and transactions constituting and In Aurtherance of the violationy of
the law have ovcurred, are occurring, and vnless enjoined, will continve to oceur, in this district,
The actions cited have been carried out by the means and instrumentalitios of interstate

commerce and by use of the United States mail.

15, Plaintiff Gyrodyne is a New York aﬁrporaiima with its principal place of
business in 5t, James, New York. |

16.  Upon information and belief, Defendant Bulldog Investors CGenersl
Partncrship is a partnership orpanized under fhe laws of New York that mansges and advises
jimfeszmem fonds. Bulldog describes itself an “agﬁvist’* investor, whose tacties include amassing
a significant ;}-f;mezztage‘ of a target company and then “putting pressure on rﬁénagmnem” i take
actions thit may cause the market price of the share o rise temporaily, by publicly campaigning |
for, among other thinps, *Hyuidation, a share buyvback, a selftender.”

17, Upon information snd belief, Defendant Full Value Pariners LP. s 5
fimited partnership organized under the laws of Delaware, with its principal place of business in
New iﬁweay,» Full Value is one of the “investment vehicles” marketed by Buildog, Bulldog
describes Full Value 83 a “fund that concenteates on taking substantial positions in undervalued
operating companies and closed-end mutual funds™ ard thit “acts as a catalyst to *unlock’ these
values through propristary meang”

18, Upon information and helief, Defendant Phillip Goldstedn is 3 resident of

New York and 2 co-founder and principal of Bulldog and 2 managing member of Full Value
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Advisors LLC, the general partaer of Full Value.  As described in this Complaint, Goldstein has
& profific %ﬁsﬁéfy of disregarding the laws, rules and regulations that govern the United States
capital markets,

19, Ugpon mﬁ}mmtmn and belief, Defondant Andrew Dakos esident of
New Jersey and a principal of Bu’ﬁldﬂg and & managing member of Pull Value Advisors LLC, the
general partner of Full Value. Dakos bas been working with Goldstein since at least 1999, when
he became a principal i}f Bulldog. Dakes has been invelved with many of the self-serving
schemes devised by Bulldog and Goldstein,

20.  Upon information and belief, Defondant T imothy Brog is a8 restdent of
New Yark and a principal of Locksmith Capital Management. He hes been nominated by

Bulldog as part of a slate of directors in at feast one other proxy contest.

FACTS COMMON 1O ALL COUNTS

21, Section 14(a) of the Exchange Act suthorizes the SEC to promulgate rules
to protoct shareholders from abuses in the solicitation of proxies, The SBC, in tum, has created
regulatory framework designed to ensure that those seeking the authority to vote sharehalders’
proxics provide sharcholders with all materdal information nocessary to make an informed
decision sbout the character, integrity and intentions of the persons seuking their proxy,

22.  To that end, the sccurities laws and the rules promulgated by the SEC
require that any person who solicits suthority from shareholders to vele their shares make
mandatory disclosure of specified informution in & proxy statement, In this regard, Rule 1443
vequires that the proxy stalement must make elear who is making the solicitation, provide
pertinent background information including any history of unlawful conduct or invelvement with

other companies, as well as discloss the purpose of the solicitation snd the specific matiers or
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ciimciéz*s- for whom the person seeking the proxy intends to vole and why. Specifically, Rule
t4a-3 requires that proxy statements contain the information specified in Schedule 14A, iem 7
- of Schedule 14A details the information required to be included i a proxy solicitation ivolves
action to be taken with rospect to the election of directors: with regard to 8 director nominee,
Iten 7 requires the disclosme of, ﬁméng other things, the nominee’s involvement in any
procecdings adverse to the regisirant, the nominee's transactions involving the registrant and the
notaines’s independence, ?urtiimmmrég the seourities laws and rules pmmuigatea by the SEC
prohibit fraudulent or misleading proxy solicitutions.

23, Pursuant to Rule 14a-6, preliminary proxy materials must be submitted to
the SEC for review at least 10 days before being sent to shareholders. In a situation involving
contested matiers, the SEC Staff reviews the preliminary proxy materinls to determine whether
they comply with the law and provide the requisite information. Where, as here, the proxy
materialy {3(} Tt cénform to the law or emit muterial information, the SEC Staff provides
sonyment letters to the submitting party requesting appropriate revisions, Pursuant to Rule 14a-
6, detinitive copies of proxy materials (containing the revisions requested by the SEC Staff) must
also be fited with the SEC before being mailed to sharchalders, These pre-clearance safeguards
are intended to protect sharcholders from being disenfranchised by granting their voling

authority to another person based on incomplete or misleading information,
Defendants’ Track Record

24, Defendants Goldstein, Dakos and Bulldeg have a track record of flouting
these sharcholder protections to concesl i:hérir sordid history of corporate raiding and
greenmuiling, Herve, too, Defendants simply omit any disclosure ;sf their past violations of the
securities laws, thelr disregard of other shareholders’ interests and Bulldog's track record of

plundering compantes and taking greenmail payoffs precisely because Defondants know that

B
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sharghalders would not likely give Defendants their proxies if their history and frue motives were
fully digolosed. |

25, Indeed, the Bulldog 2007 Proxy fuils to disclose that on or sbout
NMovember 14, 2006, Bulldog mailed a zwgriy wentical proxy statement o Gyrodyne
shareholders withont receiving the requisite clearance from the SEC, A true and eorroct copy of
the Bulldog 2006 proxy is attached hereto as Exhibit 1,

26, Like the Bulldog 2007 Proxy Statement, the Bulldog 2006 Proxy
Statement: (i) nominated Goldstein, Dakos and Timothy Brog as direciors and (it} proposed to
abolish Gyrodyne’s Sharcholder Rights Plan. Like the Bulldog 2007 Proxy Statement, the
Bulldog 2006 Proxy Statement was materially misleading and failed to include even the most
basic information vequired by the fedors] securities laws,

Z7.  On November 29, 2006, afler Eaamﬁ;;g that Defendars had mailed the
Bulldog 2086 Proxy to Gyrodyne’s slmraiwi&w, the SEC issued r comment letter to Bulidog.
Among other things, the 8EC letter informed Defendants that;

Because s preliminary proxy staternent was not first filed [with the

SEC us required by Rule 14a-6], the participants in the solicitation

{Defendants] violated Rule 144-6 of Regulation 14A. Please rovise

the proxy statement to affirmatively indicate the participants have

cornmitted a federal seowritios low violation.
(emphasis added). The SEC further instructed Bulldog to disclose that, because it had been
notified by Gyrodyne that its proxy failed to comply with the advance notice reguirements
eontained in Gyrodyne's by-lows, any proxies deliversd to Defendants were at ¥isk of not boing
cwunted and their proposals wa&ﬁ untimely and would be raled out of order by Gyrodyne, The
SEC also instructed Defendants to revise their proxy to identify all of their affilistes and other
persons who were participating in the soliciiation, as well as their holdings, if any, of Gyrodyne

stock. Indeed, the SEC Staif's letter stated that, in the opinion of the SEC Staff, “{ilhe proxy

Lo
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statement . . . i@ besn dissominated with material omissions” A true and correct copy of the
SE(’s November 29, 2006 letter ia aitached hereto sy Bxhibit 2,

28.  Inresponse to the SECs comment letter, Defondant Dakos sent 1 lolter to
the SHC, dated December 4, 2006 {the jfBu’Ei:it)g Response Letter™), mi‘asing to make any of the
revisions required by the SEC to bring the proxy in compliance with its rules. In that letter,
Dakos complained that “[sjome of the proxy rulss and proecedures are almost certainly
uneonstitutional,” that *{tjoo many staff comments deal with minutine,” that “there is no benefit
to be gained theough additional responses o staff comuments” and stated that Balldog *did not
intend to make any additional fiiings;” A true and corract copy of the Bulldog Response Letter i
attached heveto as Exhibit 3. |

29, The Bulldog 2007 Proxy fails to disclose Defondants’ violation of and
previous refusal to comply with applicable SEC Rules or the federal securities laws in
connection with the Bulldog 2006 Proxy, despite the SEC Staffs direclion fo make such
disclosures i;} the Bulldog 2006 Proxy. |

30,  What is more, the Bulldog 2007 Proxy nowlere discloses that Defendants
proceeded with their 2006 proxy solicitation knowing that their proxy was untimely under
Gyrodyne’s by-laws, effectively disenfranchising those Gyrodyne shareholders that grantod
Defendants their proxies.  In this regard, even though Defendants were notified at least three
times by the Company prior to their salicitation and voting that their proxies would be ruled out
of order under the Company’s by-laws, Defendants solicited proxies from the Company’s
shareholders and presented 8 ballot at the Compuny’s 2006 ganual meeting, purportedly voling in
tavor of Messrs. Goldstein, Dakes and Brog scﬁd Bulldog’s p?{}p{;&ﬁ to abolish the Company’s
sharcholder rights plan, Consistent with the Company’s numerons warnings to Bufldog,

Bulldog’s proposals were ruled untimely under the Company’s by-laws and the votes Defendants

10
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had obtained were not counted. As such, those shareholders who had given Defendants their
proxies were disenfranchised and effectively deprived of the opportunity to cast their votes,
Defendants’ Previons History of Self-Interested and Unlawful Conduet

31, Likewise, the Bulldog 2007 Proxy omits any disclosure (as required hy the
federal proxy rules) of Goldstein’s, Dakos’ and Bulldog’s sordid histery of placing their own
intercsts shead of the interssts of the companics they tarpet and those companies’ other
sharcholders and abusing the proxy machinery to enrich themselves at the gxpense of the
targeted companies’ and their sharsholders’ Ioagv’ix&rm interests, |

32, In its marketing materials given to investors to raise capital for its Funds,
Bulldog describes itsell as an “activist” investor that specializes in investing in publicly traded
companivs, Bulldog’s marketing materials explain that its technique is to amass a significant
percentage of a target company and then begin “putting pressure on management” o take actions
that mny cause the mm’kﬁt price of the shares to dse in the short<term, such as publicly
campaigning for “liquidation, a share buyback, a selfitender”, Then, when the price of the
targeted company’s shares increases, albeit for the short-term, Bulldog sells its investment at a
profit, and leaves the remaining sharcholders with less value than they had before. In all cases,
iﬁuiid@g, Goldstein and Dakos act in their owi interest and conteary to the interest of other
shareholders. Bulldog, Goldstein and Dakos have a track-record that demonstrates that they will

not only disregard the interests of other shareholders to achieve profits for themselves, but that

they will also disregard laws, rules or regulations thm utight stand in their way., Bulldog’s
nvestment strategies are not disclosed in the Bulldog 2007 Proxy because Defendants know that
shareholders would not likely give Defendants their proxy if their ateatogy of targeting
companies for their personal profit were disclosed,

33, Among the fixts omitted from the Bulldog 2007 Proxy s Dofendants’

Al-
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history of vioiaténg federal and state laws, as well as the rules and regulations that govern public
companies. In addition to thelr flagrant violation of federal proxy rules in connection with the
Bulldog 2007 Proxy and the Bulldog 2006 Proxy, the Bulldog 2007 Proxy nowhere discloses
that in January 2007, the Massachusetts Securities Division brought enforcement proceedings
against Goldstein, Dakos, Full Value and Bulldog for offering securities for sale that were not

properdy rogistored under the Massachusents securities laws and to stop them from illegally

’2

soliciting investors. In July 2007, a Massachusetts Securities Division hearing officer found that

they had commitied a violation ﬂi‘.Massaaimws securities law and recommended g cegse-ande
desist order and up to a $25,000 fine. In Cetober 2{%{}:’, that recommendation was fully adopted
by the Massachusetts Securitivs Division,

34, Defendants also fail to disclose that, on more than ons oceasion, Bulldog,
Goldstein and Dakos bave taken actions with respect to their largeted companies that are directly
eé:ﬁrary to the interests of other sharcholders. For exwmple, despite ropeated warnings, Bulldog
permilted ii:s investment in Bancroft Fund Ltd, (*Baneroft™), 2 closed-end investment company
registered under the Investment C:cazmpiiny Act to imperil Bancroft's status sz a registered
investment company. In this regard, Section 12{d){1}(A) of the Investment Company Act limils
the amount of voting shaves any investment company, such as Bulldog, can own in a company
registered under the Investment Company Act to no more than three pereent of the entity’s
shares. Disregarding the laws and rules enacted by Congress and the SEC, Bulldog acquired and
continues to hold more thun three percent of Bancroft’s outstanding shares. In so doing, Bulldog
has imperiled Bancroft’s status as a registered investoent company and has refused fo reduce its
holdings despite the harm this conld cause Bancroft and its public sharcholders snd despite

repeated requests from Bancroft to do so. Indeed, Bancroft has been forced to sue Defendants

<12
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by the Investment Company Act. |

35 Similarly, Defendants omit any disclosure of Bulldog’s actions with
respect to Mexico Bquity and Income Fund (®Mexico Equity™), which have caused it to violate
the listing requirements of the New York Stock Exchange and risk the delisting from the New
York Stock Exchange of Mexice Bquity's securities. In this regard, after obtaining contro! of
Mexico Equity through a proxy comtest, Goldstein placed himself, Dakos and another
representative of Bulldog on the audit committes of Mexico Equity's board. Pursuant to New
York Stock Exchange Listed Company Manual § 303A.67, Mexico Equity must have at loast one
finuncial export on the audit conunittes, Neither Goldstein nor his ofher representatives is a
financial expert as defined in the Stock Exchange Rules. The violation of the Hsting
requirements, if not corrected, could lead to the New York Stock Exchange delisting Mexico
Equity's stock. Accordingly, by forcing their way onto the audit committee, Bulldog placed
Mexico Equity in violation of the New Yerk Stock Exchange Hsting requirements, dsking the
delisting of its shares and depriving shareholders of the protection (instituted in the wake of the
Enron and WorldComm scandals) of having st least one financial expert on audit committee,

36,  Defendents also faii to disclose Bulldog’s history of greenmailing
vompanies. Recently, Builldog and its ally Karpus Investment Management (“Karpus™) acquired
& 3 percent stake fu the Scligmen Quality Municipal Fond {"Seligman™} and then disclosed itz
intention te gain contrel of Seligman and terminaie the investment management agrecment
between Seligman and its manager, under the guise of benefiting investors, In their proxy
 statement, Bulldog deseribed Seligman’s performance as “shysmal” and claimed to be “appalled
by the lack of oversight by {Seligman’s] Board of Directors.” Bulldog’s puwrely selfinterested
intenitions were revealed, however, when only three months later, it entered {nto an agresment to

sell its shares to an affiliate at Seligman at a considerable premium to the then current market

(3
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price of those shares that was not available fo public é%xartzhﬁidcm of Seligman. In exchange,
| Bulldog agreed not to acquire shares in the fund, patticipate in any litigation or regulatory
proceeding against Seligman, participate in any solicitation of proxies relating to Seligman, or
2t 1o control ov influence Seligman or its management for a period of 25 yenrs,
37.  The Bulidog 2007 Proxy alse conceals Bulldog’s disenfranchisement of
the shareholders of RMR Hospitality and Real Estate Fund (“RMR”). In connection with
- RMR’s 2007 annual meeting, Defendants sent a proxy :;mmémt to RMR’s sharcholders sciting
forth proposals to nominate its slate of divectors { T[}f:fsmimts Goldstein and Dakos) and ferminate
RMR’s advisory agreemont with s advisors, [n that pioxy, Bulldog, Goldstein and Dokos
clatmed to be concerned with the best interests of the shareholders, When an informal ;:ouﬁt of
shareholder votes before the meeting demonstrated that ‘Bulldog would be z’i’ai-’e&x&, however,
Geldstein chese not o appear at the meeting and did not present Buylldog's nominations or
proposals, or the very votes of its shareholders, thus impermissibly iiigmzﬁ’anéhiszing those
&kars?imiﬂ ers thut guve him their proxy,
38, Defendants also fail to disclose that Goldstein purchased shares of RMR

for his personal account and then followed up with large purchases by & hedge fund he controls.

‘lxim constitutes “front running” in violation of the federn! securities lnws.

39, ‘The Bulldog 2007 Proxy slso conceals the fact that RMR had to sue
Bulldog for violating a maximum ownership rule in its Trost Agreement followlng numercus
t‘ﬂqii;ﬁﬁiﬁ by RMR over prolonged period of time for Bulldog 1o bring i3 holdings into
compliance. These violations by Bulldog burdened RMR (and its unsuspecting sharcholders)

with considerable foes and expenses.

14
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Defendants’ Deficient 2607 Proxy
40.  Gyrodyne’s 2007 annual stockholder moeting is scheduled to be held on
December 5, 2007 at 11:00 am., Bastern Time, at Fiawaffieié Celebrations, Mills Pond Road,
Saint James, New York.
41, On Octaber 10, 2007, 2007, Full Valve filed the Preliminaty Proxy on
| Schedule 14A with the SEC. The Bulldog Preliminary Proxy is substantially identical fo the
E‘ﬁi!éﬂg 2006 Proxy, including essentially alf of the material pmissions and violations of the
federal proxy miles identified by the SEC Stalf in its November 29, 2006 letter to Defendants,
Upon information and belief, the SEC :xmff provided comments to Defendants and almost
certainly advised Defendants that like the Bulldog 2006 Proxy, the Bul Idoyg Preliminary Proxy is
replete with misstalements and omissions of material fact, and once again instructed Defendants
Defendants, upon information and belicf, hnw&%i, s-&m;ily ignored the SBC Staffs instructions.
A true gnd correct copy {}f‘ﬁ’i{?} Bulldog Preliminary Proxy is attached heroto as Exhibit 4.
42, Indeed, on Nevember 9, 2007, Full Vatuo filed the definitive Bulldog
2007 Proxy Statement with the SEC. The Bulidog 2007 Proxy fails to correct any of the material
misstaternents or omissions in the Preliminary Proxy and ence again flagrantly violates Rule
142-6, On or about November 12, 2007, Bulldog began to distribute the Bulldog 2007 Proxy,
withowt the requisite clearance from the SEC and in violation of the federal secutitios laws, A
true and correct copy of the Bulldog 2007 Proxy is attached hereto as Exhibit 5.
43, On or around November 16, 2007, the Bulldog Defendants filed with the
SEC and disiritmzmi to Gyrodyne’s sharcholders the Bulldog Letter, a false and disparaging %ﬁﬁ;ﬁr

wrging shareholders to vote in favor of the proposals set forth in Bulldog's 2007 Proxy. A iruc
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44, As explained in more detail in parsgraphs 45 through 54, the Bulldog
2{3{}? Proxy Statement violates Section 14(a) of the Exchange Act. The Bulldog 2007 Proxy
presents a prime example of the type of solicitation that Section 14(2) was designed 1o prevent,
The Bulldeg 2007 Proxy is so devoid of information and so riddled with misstatements and
miseharacterizations that it is misleading to sharcholders amd risks causing irreparable harm to
both Gyrodyne and its shareholders.

45, The Bulidog 2007 Proxy is only three pages and is szﬁligiagiy sisilar o the
Bulldog 2006 Proxy, which the SEC Staff stated violnted the federal sswﬁiies laws and directed
Defendants to disclose the violation.  Like the Bulldog 2006 Proxy, the Bul ldog 2007 Proxy is
materislly misleading, flonts the law and disrepards SEC requirements.  Indeed, the Buk}dﬁg
2007 Proxy ignores the precise comments provided by the SEC in commeetion with the nearly |
identical Bulldog 2006 Proxy. The Bulldog 2007 Proxy Btatement fails to fully disclose all
information necessary for the Company’s shareholders to be ghle to evaluate the character and
integrity of Bulldog, its nominees and its proposals and is replete with material misstalements
and omissions in violation of Section 14(a) and Rules 14a-3, 14a-4 and 1489 promulgated
thersunder.

46,  The Bulldog 2007 Proxy fails to disclose Bulldog's history of
preenmailing and corporate raiding, as well as their past violations of the federal and state laws
enacted to protect investors and their total disregard of the rules, regulations and requirements
governing their investments in numercus other companies. Defendants fail to éigef{:ge‘
Goldstein’s, Dakos” and Bulldog’s past conduel because they know that {f they did, Gyrodyne's
sharsholders would likely realize that Defendants are selfiinterested corporate raiders and reject
their proxy cut of hand,

47, Specifically, Defendants’ Bulldog 2007 Proxy is materially misleading

16-
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and violates Section 14() of the Exchange Act and Rules 144-3, 14a-4 and 14a-9 by fusling to
disclose the following information, which is material to an evaluation of the integrity of Bulldog,
Full Value end its nominees and is required by Item 7 of Schedule 143:

{#)  That the Division of Corporation Finance of the SEC, in # letter
from Nicholas P. Panos, Special Counsel, Securities and Exchange Commission
dutext November 29, 2006, siated that Bulldog and its nominees violated R{;ie
144-6 of the Securities Fxchange Act of 1934 in connection with the Bulldog
2006 Proxy and divected Bulldog to disclose in s fﬁaxy statement that it had
commitied 4 feders) scouritics law violation, Bulldog refused to make this
disclosure in the Bulldog 2006 Proxy and has continued to omit any such
disclosure from i‘&é Buiklag 2007 Proxy;

(b  That on QOctober 17, 2007, the Acting Direstor of the
Massachuselts Securities I}ivisién issued & Final Order finding that Full Value

| Partners L.P., Bulldog Investors Genersl Partnership and nominees Phillip
Goldatein and Andrew 'Bakaa violated § 301 of the Massachuseits Uniform
Secorities Act (he “‘Ar‘;;‘”}; which makes it unlawful R any pesson to offer
securities for sale in the Commonwealth of Massachusetts unless the securities e
registered, the transaction is exempt or the seenrity is a federally-covered security,
The Acting Director ordered 8 permanent cesse-and-desist from committing any
further violations of the Act and a $25,000 administrative fine, the maximum
penalty allowed uader Massachusetts law for this violation

&) That Goldstein purchased shares of RME for his personal account
and then followed up with large purchases by a hedge fand he controls.

Goldstein’s personal purchase of shares prior o the purchase of shares by the

1%
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fund controlied by him constitutes illegal “front ranning:”

()  That BMR had fo sue Bulldog for violating the maximum
ownership miles in its Trust Agreament following numerous requests by RMR
over prolonged peried of time for Bulldog to bring its holdings inte compliance,
These violations by Bulldeg burdened RMR with considerable fees und
expenses;

{ey  That Goldstein and Bulldog solicited proxies from other
shareholders of RMR, but chose not to appesr at the sharcholder meeting and did
not prosent the proxies when it appeared that he would sot have enough voles to
elect his nominces and pass his proposals, fhus disenfranchising those
shareholders and fgnoring the votes that hc solicited;

| (ff  That Bancroft was recently forced to sﬁé Bulldeg, Goldstein and
Dakos for violating the maximum ownership rules set forth in the Investment
Cotnpany Act;

{g} That Bulidog and Goldstein obtained control of Mexico Equity and
placed z}mu- representatives on the Fund's audit commitice, leaving the audis
‘wmmiﬁea without @ member who qiza}‘iﬁas as & financial expert ne rxag;uireé by
the New York Stock Exchange listing requirements; and

{hy  That Goldstein and Bulldog have accepted “greenmail® payments
from the companies they target, For example, in 2008, Karpus, an ally of
Bulldog, made o proposal to terminate the investment management agrecment
between J. & W, Seligman & Co. Incorporated (the “Manager™) aﬁd Seligman
Seleet Municipal Fund, Ine. Bulldeg snd Karpus abruptly ended their proxy

contest wnd sold thelr shares to the Chairman of the Seligmen Fund, who also

o8
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awied a substantial percentage of the Managsr, at 4 considerable premium above
the market price. In connection with the buy-out of their stakes, Bulldop and
Karpus agrmé not 1o conduct a proxy contest at the Seligman Fund for 25 vears,
48.  Defendants’ Bulldog 2007 Proxy is further materially misleading and
violates Section 14(a} of the Bxchange nct and Rules 143-3, 19a-4 and 148-9 by failing to kst
Tunotlty Brog, one of its nominees, as a participant in the solicitation,
| 49 In addition, Defendants’ Bulldog 2007 Proxy is materially misleading and
violates Section 14{a} of the Exchonge pot and Rules 144-3, 14a-4 and 14a-9 by fuiling to

disclose whether oach of Bulldog's nominees has consented to being nomed in the proxy

not consented to being named in the proxy statement and to serve if elected, Bulldog has violated
the bong fide nominee rule of 14a-4(d) and is soliciting p:mxies for nominees without their
consent, Thus, Defendants are unwilling to assure shareholders that the director nominees they
are proposing will actually serve. _

50, The Bulldog 2007 Proxy’s "Proposal 3: A Proposal to Dsmuntle the
Company’s Pill” is also materislly false and misleading. That proposal Im.ateﬁ that *Gyrodyne
has a polson pill whose purpose is to prevent shareholders from aceepting o premium offer for

their shares unless the board approves it In fact, the Company maintains a Sharehelder Righty

Plan to protect the Company and its sharcholders from unfuir and coercive takeover tactics, such

as partial or two-tier tender offers, creeping acquisitions and other tactics that the board of
directors belivves are unfair to the Company’s sharcholders, The Shavsholder Rights Plan is nut
intended to prevent a takeover of the Company, nor does it change or diminish the fiduciary
obligations of the Company's board of direciors,

1. Defendants’ inadequate mnd misteading description of their proposal {0
24 B P PP
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dismantle Gyredyne’s shareholder rights plan is especially egregious and all the more mislending
because, in vislation of 8EC Rules, Defendants c%mce-ul the fact that on April 17, 2006, Bulidog
unsuccessfully made an inadequate offer to acquire all of Gyrodyne's cutstanding shares at
548.00 per share, less than the highest trading prics nﬁ that day, Plainly sharcholders would
consider it material that the very persons advocating dismantling Gyrodyne's protections against
inadequate takeover offers had themselves unsuccessfully made a low-ball offer for all of
Gyrodyne's stock. i

| 52. The Dulldog 2007 Proxy Statemeni fails to conform fo numerous
reguirements set forth in Schedule 14A promulgated vader Rule 14a-3, The requirements of
Schedule 14A were promulgated to wnsure that, when ovaluating proxics, sharsholders were
presented with sufficlent information regarding the persons making the solicitation, their history,
motives and future plans for the company in order to make an informed decision, Because it is
contrary to Defendants’ interests that sharcholders make informed decisions, the Bulldog 2007
Proxy Statemnent fails to conform to the Schedule 14A requirements,

53, Moreover, by failing to disclose the identities of s’ii of the participants in
their proxy solicitation, describe their current holdings of Gyrodyne stock and those of their
affiliates or to disclose their purchases and sales of Gyrodyne stock, as required by Item 5 of
Schedule 144, Defendants have deprived Gyrodyne's sharcholders of logally mandated and
plainly material information about the financial and other interests in Gyrodyne of the persons
soticiting their proxiss,

54, The form of proxy attached to the Bulldog 2007 Proxy is also materially
false and misteading in iﬁaz it fails to mect the requlrernents of Rule {4a-4. The Bulldog 2007
Proxy misinforms ﬁm Company's sharcholders of the options they have when voting by proxy.

Specifically, the form of proxy fails 1o identily in bold face type on whose behalf' the solicitation

20
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is made; fails to identify cloarly and impartially each matter to be scted upon; and fails to
provide the required instructions and explanations concerning the election of directors.

35. Defendants made the missiaiemamé and omissions in the Bulldog 2007
Proxy Statement detailed in Paragraphs 45 through 53 with knowledge that .tﬁhey' were violating
Section 14{a} an&iiuies 142-3, Ma-4 and 14a-2. Defendants wers pot oo mtié@t that their form
of proxy was false and misleading and violated the 8EC’s requirements by virtue of the wmmr:mi
letter it received from the SE{Z in comection with its 2006 Proxy, Defendants’ comempt for the
regulations promulgated by Congress snd Sﬁﬁi 20 protect sharcholders and to give the investing
public the information necessary to muke an informed Investment zs urderlined by their
December 4, 2006 letter to the SEC, refusing to amend their 2006 Proxy Statement to conform to
- the requirements of the Exchange Act and the rules promulgated thercunder, Upon information
and betief, Defendants once again disregarded the SEC Staff comments in 2007 and filed the
definitive Bulldog 2007 Proxy Statement with the SEC without receiving approval from the 88C

reganding the Bulldeg Prehiminary Proxy in vielation of Rule 14a-6.

56. The Bullﬁng Letter also wﬂizﬁ&s Section [4{a) and Rule 14a-9
promulgsted thereunder. In this regard, the Bulldog Letter improperly Impugns the skills,
integrity and character of Gyrodyne’s Management and Board of Direstors, falsely claiming that
they fmw squindered Gyrodyne’s assets, mismanaged S}%{fiﬂ}é and teken for themselves
excessive compensation, |

| 57.  The Bulldog Lefter falsely cloims that “millions of dollars have been
squandered due to mismanagement” asserting that Gyrodyne’s management waited two years to
default one of its tenants that had stopped paying rent after only four months of tenancy, and
fuiled to prosecute an eminent domain claim againgt the State of New York ditigently, Couotrary

to Bulldog's claims, howaever, the tenant continued to make partlal payments until carly 2007,

5 1"'
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Gyrodyne filed a notice of default one month after the tenant stopped paying rent and evicted the
tenant within three months,  Similarly, despite Bulldog’s claims, Gyrodyne has diligently
litigated its claims against the State of Now York and is now awaiting a trig) date.

38, The Bulldog Letter falsely claims that Gywdy‘_ne".’s management and the
Board lack the requisite pxpertize lo manage the Company’s real estate holdings, and 23 a result
“eost shareholders $15 miltion” because “management failed o mees a capital call on its interest
in a Florida Jand partnership” and “let an offer of at feast S100 million for [Gyrodyne's i{}ﬁ:’g
Island] propenty stip away,"" These statements too are demonstrably false, Indeed, Gyrodyne
made a business decision not to invest additienal reseuress in the Florida project because it was

not profitable and hiad not provided any cash return to Gyrodyne since 1991, and Gyrodyne has

nevgy received a bona fide 5100 million offer for its Long Island property mush less let one “slip
gway”,

32, Bulldeg's claim that Gyrodyne’s management and Board lack any real
estate expcﬁeﬂm is glso plainty false. To the contrary, two of Gyrodyne's outside direciors,
Nader Sstour and Ronald Macklin have significant real estate experience and Gyrodvae's CEO
has been irvolved in real estate lending und lnvestment for many yemrs, both at Gyrodyne and
during his thirty-five year career in commercial banki g snd in property management since 15996,

60.  The Bulldog Letter also makes the scurrilous sccusation that Gyrodyne's
manasgement has “been getting paid just for showing up” and that Gyrodyne's CEO does no
work, and spends his day “endorsing a few rent checks and reviewing interest statements from
the bank.” Bulldog has no basis for these false claims, in blatant violation of Rule 14a-9,

61.  The Bulldog Letier further falsely claims ﬁm{, in 2002, Gyrodyne sold “g
valuable pareel of property for a lowball price of $5.4 million.” In fact, the parcel was sold for a

price that execeded a market valuation conducted in Januuey 2002 by & nationally recognized

33
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62, The Bulldog Letter also faiseiy sugga%ig that management mistepresented
that a oleim by DPMG, Inc. d/bfa Landmark Nﬁimnaf {“Landmark™), relating to the company’s
eminent domain claim sgainst the State of New York, was without merit because the Company
Inter entered into a consulting agresment with Landmark. The I'Btﬂi:d(}g Letter mischaracterizes
the consulling agreement as a “settlemnent” of a claim by Landmark to cerfain condemnation
provesds arising out of the c:mim:m domain ¢laim. In fact, however, the agreement betweon the
company and Landmark included recognition of services provided by Landmark between
Oclobir 2004 and October 2006, pmvi{iaé for ongoing services and negated Landmark’s
proviows claim to 10 percent of the eventual pmmmﬁs of the eminent domain cleim sgainst the
State of New York,

63, The Bulldog Letter also fulsely claims that Gymﬁyﬁé’s stock trades for 35
percent of its “Intrinsic value” of 5200 per share because “management i9 not credible™. The
Bulldog letter falsely claims that Gyrodyne's management has valued the Company’s assets at
$200 per share; howover, only by distorting izaanagﬁmems valuations, failing to consider taxes,
transaction costs, the time necessary to liquidate real estate assets and other significant expenaes,

does Bulldog manufacture this inflated “intrinsic value” The Bulldog leter, moreover, fails to
disclose that Bulldog itsell does not value ﬁ},@dyﬁe at 3204 por share, having offered 1o acquire
Gyrodyne in 2006 for $48 per share,

54, Fimlly, the Bulldog Letter further misrepresents Bulldog's history of
viclating the :f%if;mi securitiﬂs laws claiming that “the SEC has [njever {uken any action against
us Tor violating the securities laws” when, in fact, a8 deseribed in pavagraph 27 above, the SEC
informed Bulldog in w:itiz,zg tha.t the Bulldog 2006 Proxy had been distributed to sharcholders in

violation of the Exchange Act proxy rules.
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63, The missiammams sud owmissions in the Bulldog 2007 Proxy Stutemand
and the Bulldog Lelter detuiled in Pavagraphs 45 through 33 and paragraphs 56 theough 63
prevent Gyrodyne shareholders from discovering, mnong other things, thet Goldsteln, Dakos and
Brog committed securities law violations in soliciting Gyrodyne s};amhmﬁam fast year (and
again this year); that, indeed, the Defcmxiamé Goldstein, Dakos and Bulldog have a history of |
ﬁémiﬁg SEC Rules and federal and state laws put in plsce to protect sharcholders, that
Goldstein, Dakos and Bulldog are motivated solely by thelr own interests and groed and have on
aumerous occasions taken stakes in other m}m;;aﬁies or sought representalion on company
hoards in order to enrich themselves at the expense of the tarpsted company mnd its other
sharcholders; that Defendants” proposal te dismantle Gyrodyne's Sﬁawhﬂdm Rights Plan ws;m’iii
open the door to 2 coercive inadequate takeover of G:maéym in which they hope o reap 8 short
{erm profit at the expense of {.‘zymé}%é’s and its shareholders’ long-term intercsts; and that, upon
information and belief, Defendants filed the definitive Bulldog 2007 Proxy Statement with the
SEC without teceiving approval from the SEC regarding the Bulldog Preliminary Proxy in
violation of Rule 14a-6. |
| 66,  The omitted information is plainty material to shareholders who have a
right to know that Bulldog will eurich itself at thedr exponse and without regard {o applicable
Imws, tules or regolations. I Defendants are permitied to solicit proxies, absent disclosure of
these facts, Chyrodyne’s sharcholders will cast thelr voles without knowledge of Goldstein’s,
Dakos’ and Bulidog’s sordid bnckground and self-interested motives, and the sharcholder
protections implemented by the SEC pursusnt to the Exchange Act will be eviscerated,
Accordingly, unless the Court enjoing Delendants from soliciting proxies gmréﬁaz}t to their
incomplete, false and misleading proxy statement, Gyrodyne ond its shareholders will be

frreparably harmed snd Defendants will effectively deprive Gyrodyne sharsholders of their vight
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to cast an informed vote. Monetary damages would not adequately compensate Gyrodyne or it
sharcholders for the harm done to Gyrodyne and its sharcholders if Defondants’ false and

mislending proxy solicitation is not enjoined, and thereby corrupts the election of directors.

COUNTI
Violation af Section 14{n) of the Exchange Act and Rule 14a-9 against Al Defendants

7.  Gyrodyne repeats and realleges paragraphs 1 through 66 as if fully set
forth herein.

68.  Section 14(a) of the Exchange Act and Rule I4a-9 promulgated thereunder
‘p;mhibit the misrepresentation or omission of materal facts in “any proxy statement, form of
proxy, notice of meeting or other communication, written or oral. . with respect to the solicitation
of a proxy.”

69, The Bulldog 2007 Proxy, the Bulldoy Letter and statements with respect
thereto constitute solicitations within the meaning of Section 14(e) of the Exchange Act and Rule
14a-9,

70.  Defendunts disseminated the Bulldog 2007 Proxy Stgtement and the
* Bulldeg Letter, filed pursusnt to Section 14(3), throughout the United States by use of the mails
anttfor means of Instrumentalities of intersiate m-zﬁmgm@ including, but not Hmited to filings
with the SEC.

71, The Bulldog 2007 Proxy Statement and fhe Bulldog Letter, Rled pursuant
to Rection 14(a), is materially misleading and in violation of the federal securities law for, infer
alia, faiiiﬁg o di&éiczﬁé: {a} that Bulldog nominees Goldstein, Dakos and Brog viclated federul
securities laws in connection with last vear’s soficitation of proxies from Cyrodyne sharcholders;

{b) the Massachusetts Securities Division found that Bulldog nominees Goldsiein and Dakos

i
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commnitted an illegal offer of securities and ordered them to éc’asﬁ-wzd»éasist and pay a 525,000
fing; and {¢} Defendants’ histories as corporate raiders and green matlers,

72. At the time that Defendants filed the Bulldog 2007 Proxy Stateraent and
the Su§id{>g Lettor, pursuant to Section 14(a), Defeadants know that the Bulldog 2007 Froxy
Statement was false or misleading or recldessly disregarded or were negligent in faiiiﬁg o
investigate and discover that the statements were false and misleading,

73, The é&liéag 2007 Proxy Statement and the Bulldeg Letter violates
Section 14(a) of the Bxchange Act and Rule 14a-% promulgated thereunder.

74, Aga result of Defendants” continuing violations of Section 14(a) and Rule
14a-9, the Company, its shareholders and the investing public have been, wro being and will
continue to be materially misted unless this Court grants Gyrodyne the necessary and appropriate
refief. Defendants’ continued materal misstatemonts and omissions are negatively impacting the
ability of Gyrodyne's other shareholders to make fully informed decisions with respect to how to
votg their Gyrodyne shares,

75, Gyrodyne hus no adequate remedy ot faw,

COUNTH

Violation of Section 14{n) of the Exchange Act and Rule 14a-3 against All
Defendants

T6.  Cyodyne repeats and realleges paragraphs 1 through 75 as i fully set

forth herein.
7. Section 14(s) of the Exchange Act and Rule 14a-3 promulgated thereunder

prohibit proxy solicitations unless each person solicited is conguwrently furnished with or has

previously been fumished with 8 publicly-fited or definitive written proxy stalement contatning

the information specified in Schedule 144,
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78.  'The Buildog 2007 Proxy and statements with respeet thereto constitute
solicitations within the maaniég of Section 14{z) of the Bxchange Aot and Rule 14a-3,

79.  The Bulldeg 2007 Proxy Statement, filed pursuast to Section 14(a},
violates Rule 142-3 because, as dotafled in Parapraphs 45 through 53, it fails to conform o the
mumerons requirements outlined in Schedule 144, which lists the information required in & proxy
stigtemuerd,

80, Asa result of Defendants’ continuing violations of Section 14(2) and Rule
142-3, the Company, its sharcholders and the investing public have been, are being and will
continue to be materially misted unless this Court grants Gyrodyne the necessary and appropriate
relief, Defendants’ continned material misstatements and mﬁissien& are negatively impacting the
s&biﬁfy of Gyrodyne’s other shareholders to make &ziiy informed decisions with respect to how to

vote their Gyrodyne shares,

81,  Gyrodyne has no adequate remedy at lnw,
- RELIEF

WHEREFORE, Gyrodyne re&pmiﬁﬁ§y‘.rre:qzmﬁts that this Court enter judgment in
Gyrodyne's favor and against Defondants, and grant Gyrodyne the following relief:

() An injunction temporerily, prefiminadly and permanently enjoining
Defendants from further vieﬁatimxspf thf; Exchange Act;
» (B} An injunction temwmrély, preliminarily and permanently enjoining
Defendants from soliciting proxies pursuant to the Bulldog 2007 Proxy and the Bulldog 3;,-@13{‘
and enjoining them from miing any proxies ohtained through their false and misleading proxy
solicitation at Gyrodyne's upcoming annaal meetiﬁg ' |

(¢)  An order requiring Defendunts to make corrective disclosures rectifying

ST
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their maima} violations of the Bxchange Act;

{(d)  An order enjoining Defondants from representing to sharcholders that the
Stockholder Proposal is valid or soliciting proxies wnd shareholder support on the husis of the
Stockholder Proposal; |

(e} Aftorneys® fees and costs; and

() Suchother and further relief as the Court deems just.

Dated:  November 21, 2007 Respectiully Submitied,

vv»ériw, Im,

Martin L. Seidel (MS8-94359)
martinseidel@@owt.oom

CADYWALADER, WICKERSHAM & TAFT LLP
One World Financial Center

New York, Mew York 10281

Tel: {212} 5046000

Fax; (212) 504-6665
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Pages 56 through 72 redacted for the following reasons:

Copyrighted Material Omitted



