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I INTRODUCTION

Respondent Peter Siris requests that the Commission review the administrative law
judge’s initial decision imposing collateral and penny stock bars following the entry of an
antifraud injunction. The ALJ justly granted the Division of Enforcement’s motion for summary
disposition, and imposed necessary remedial sanctions in the public interest. The Division
respectfully submits that the Commission should impose the same relief in the public interest.

An analysis of the Steadman factors compels the most stringent sanctions against Siris.
The undisputed material facts demonstrate that Siris’s wrongdoing was egregious and recurrent.
Siris — an investment adviser and significant investor in and consultant to Chinese reverse merger
companies — voluntarily consented to a permanent injunction against future violations of multiple
provisions of the securities laws, including antifraud provisions. Siris’s violations spanned
several years and reaped nearly $600,000 in ill-gotten gains. His violations included double-
digit instances of insider trading, fraud in a securities purchase agreement, and
misrepresentations and omissions to investors in his funds, and non-fraud violations involving
unregistered sales of securities, unregistered broker activity, and violations of Rule 105 of
Regulation M. The number and substance of the antifraud charges against Siris, bolstered by his
violations of several other securities laws, supports the conclusion that Siris acted with a high
degree of scienter. Siris’s desire to continue working in the securities industry and the resulting
opportunities for future violations also weigh strongly in favor of the requested relief. Further,
though the ALJ accepted Siris’s assertions as true that he is remorseful and recognized the
wrongful nature of his conduct, Siris’s steadfast characterization of his insider trading as
“ignorant mistakes” at least calls into question his true appreciation of his vast misconduct.

Siris’s appeal fails to present any evidence sufficient to overcome the need for sanctions

based on his unlawful conduct as set forth in the settled District Court action. Siris focuses his



lengthy brief on downplaying, if not outright denying, his illegal insider trading activities. But
he essentially ignores his other, significant securities laws violations. In substance, Siris’s
principal argument in opposition to the need for sanctions is a collateral attack on legal elements
established as part of the injunctive action. Despite agreeing not to contest the factual
underpinning of the claims in the injunctive action, Siris continues to do precisely what he
agreed not to do. Siris argues that material issues of fact exist as to whether he traded on
material, non-public information. And he argues that his double-digit instances of insider trading
were at most the result of negligence, not knowing or reckless conduct. In short, Siris flatly
denies that he acted with any scienter.

Siris’s argument collapses on itself upon even a cursory review of the District Court
Complaint. The allegations of the Complaint establish that he traded on information that was
both material and non-public. And Siris’s pattern of insider trading belies his bald assertion that
he lacked scienter. Siris repeated his so-called insider trading “mistakes” over and over, in a
deceitful manner resulting in hundreds of thousands of dollars in ill-gotten gains.

Siris’s remaining argument against the imposition of any sanctions overlooks the serious
nature of the entirety of his misconduct. Siris proclaims that sanctions are unnecessary because
of supposed corrective actions he has undertaken and because of his representation that in the
future he would affirmatively agree to certain remedial sanctions, such as not serving as a
portfolio manager or investment adviser to a managed account. This acknowledgment that the
public interest requires, at the least, a partial investment adviser bar should not dissuade the
Commission from imposing full bars. Siris’s extensive misconduct demonstrates that he is unfit
for the industry. The possibilities for future violations presented by any participatioz% of Siris in
the securities industry require nothing less than collateral and penny stock bars. The

Commission should impose these sanctions to protect the public interest.



II. FACTS

A. The District Court Injunctive Action

On July 30, 2012, the Commission filed a settled civil injunctive action in the United
States District Court for the Southern District of New York against investment adviser Siris and
two entities he controls, captioned SEC v. Siris, 12-CV-5810 (S.D.N.Y.) (RA). The District
Court Complaint (Div. Ex. A)! alleged pervasive misconduct. Specifically, the Complaint
charged Siris with violations of Sections 5 and 17(a) of the Securities Act of 1933 (“Securities
Act™), 15 U.S.C. §§ 77¢ and 77q(a), Sections 10(b) and 15(a) of the Securities Exchange Act of
1934 (“Exchange Act”), 15 U.S.C. §§ 78j(b) and 780(a), and Rule 10b-5, 17 C.F.R. § 240.10b-5,
thereunder, Rule 105 of Regulation M, 17 C.F.R. § 242.105, and Section 206(4) of the
Investment Advisers Act of 1940 (“Advisers Act”), 15 U.S.C. § 80b-6(4), and Rule 206(4)-8, 17
C.F.R. § 275.206(4)-8, thereunder.

The Complaint set forth detailed factual allegations regarding Siris’s misconduct.
Pursuant to the District Court’s Final Judgment and Siris’s Consent to the entry of the Final
Judgment, as described further below, such allegations are uncontested for the purposes of this
administrative proceeding.

1. Background on Siris

Siris and/or his firms — who are significant investors and consultants in the Chinese
reverse merger investment space — engaged in wide-ranging misconduct from 2007 to 2010.
(Compl. 9 1.) Siris, the author of several books (including Guerrilla Investing: Winning
Strategies for Beating the Wall Street Professionals) and former author of a monthly investment

column for a New York-based publication (where he frequently wrote about companies in which

! The Division of Enforcement refers to the Exhibits attached to the Declaration of Osman E. Nawaz that the
Division submitted with its Motion for Summary Disposition before the ALJ. The Division’s Exhibits are
referred to herein as “Div. Ex. __,” and courtesy copies are provided with this opposition.

—
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his funds invested), manages two New York-based funds, including one of the relatively few,
and larger, funds dedicated to U.S. listed Chinese companies. As of year-end 2010, Siris’s assets
under management totaled approximately $160 million. (Compl. § 2.)

ii. Antifraud and other violations surrounding China Yingxia

Siris and his firm Hua Mei 21* Century, LLC acted as paid consultants to numerous
Chinese companies in which his funds invested, including China Yingxia International, Inc.
(“China Yingxia®), a purported nutritional foods company. Hua Mei received both cash and
shares — including shares received through a person directly or indirectly controlled by the issuer,
in a transaction that operated as an end-run around the registration provisions of the securities
laws, and which Siris sold for illicit proceeds of approximately $24,600 — for performing due
diligence on China Yingxia. Siris raised over $2 million for an $8.7 million China Yingxia
“PIPE” transaction during August 2007, in which Siris acted as an unregistered broker and
received payment of $107,500 in transaction-based compensation. Siris reviewed and advised on
China Yingxia’s Commission filings, press releases, and hiring decisions, among other things.
(Compl. 99 3, 32-47, 49-64.)

Siris knew that he could not trade China Yingxia while in possession of material, non-
public information. During the time Siris worked and had a relationship of trust and confidence
with China Yingxia, however, he received and traded on material, non-public information
concerning China Yingxia. Specifically, on or around February 19, 2009, Siris learned of
problems at China Yingxia directly from its chief executive officer, including that she had
engaged in illegal fundraising activities in China, and that a China Yingxia factory had shut
down. In response, Siris began selling hundreds of thousands of shares of China Yingxia stock,
prior to any public disclosure by China Yingxia to investors in the U.S. via any press release

consistent with the Company’s typical practice concerning these issues that threatened to, and



indeed later did, shutter the Company. Siris learned additional material, non-public information
during the late afternoon of March 3, 2009, when he received a draft press release and notice that
China Yingxia planned publicly to disclose the problems. Siris increased his orders to sell over
the next couple of days before China Yingxia issued its press release on March 6, 2009. In all,
Siris, through his funds, sold 1,143,660 China Yingxia shares in a matter of weeks, for ill-gotten
gains (profits and/or losses avoided) of approximately $172,000. (Compl. Y 4-5, 73-91.)

China Yingxia’s stock price plummeted on March 9, 2009, the first trading day after it
issued the press release of March 6, 2009. Its directors resigned and, within roughly a month, the
chief financial officer also resigned, effectively ending China Yingxia’s operations. Reports
indicate that Chinese officials have sentenced the CEO to death fof illegal fundraising activities,
similar to a Ponzi scheme, involving Chinese citizens. (/d.)

Around the time of China Yingxia’s collapse, Siris made material misrepresentations and
omissions to investors in his funds concerning his dealings with China Yingxia. Siris wrote to
his investors and placed blame on others he claimed were responsible for China Yingxia’s
Commission filings and key hiring decisions, among other things, and against whom he wanted
to initiate legal action. Siris omitted from disclosure, however, his significant role in those very
same tasks. Siris deprived his investors of information material to making investment decisions,
including any decisions to redeem from Siris’s funds. (Compl. 4 6, 92-100.)

iil. Insider trading ahead of ten confidential offerings

Siris also engaged in illegal insider trading ahead of ten offering announcements for other
Chinese issuers from July 2009 to November 2010, resulting in a total of approximately
$162,000 in ill-gotten gains. After expressly agreeing to go “over-the-wall” — being brought
over-the-wall refers to Siris being given access to material, non-public confidential information

on a securities offering after agreeing not to trade while in possession of the information — Siris



in‘;entionally or recklessly disregarded the prohibition and traded ahead of the offering
announcements, in breach of his duty not to trade on the information. After going over-the-wall,
Siris and his funds were generally privy to information such as the name of the issuer doing the
deal, anticipated and actual timing for closing, the book or list of investors involved in the
offering, anticipated and actual pricing, and updates on other particulars of the deal. Upon
announcement of the offerings or deals, the volume of trading in the issuers’ securities increased
considerably, and the price of the issuers’ securities almost always declined significantly given,
among other things, the dilutive effect of the offerings. (Compl. 97, 101-127.)

iv. Fraud in a securities purchase agreement

To induce at least one issuer to sell securities to his funds, Siris knowingly or recklessly
made false representations in a securities purchase agreement that his funds had not engaged in
any trading after being contacted in confidence about a particular deal, when in fact his funds
had effected sales in that issuer’s securities. (Compl. ] 8, 128-133.)

V. Other improper trading

Siris directed short sales in the securities of at least two Chinese companies in violation
of restrictions prohibiting such sales prior to his funds’ participation in firm commitment public
offerings involving those companies. In connection therewith, Siris’s funds made ill-gotten
gains of approximately $127,000. (Compl. ]9, 134-137.)

B. The Entry of the District Court Injunction

On September 18, 2012, the District Court entered a Final Judgment against Siris
(“Judgment”), pursuant to a Consent dated July 6, 2012 executed by Siris (“Consent”) (Judgment
and Consent, Div. Ex. B), resolving the Commission’s claims. The Judgment, which
incorporated the Consent: (1) enjoined Siris and the two defendant entities he controls from

violating the securities laws provisions referenced above; (ii) required him, on a joint and several



basis with the two defendant entities, to pay disgorgement of $592,942.39, plus $70,488.83 in
pre-judgment interest, for a total of $663,431.22; and (iii) required Siris to pay a civil penalty of
$464,011.93. (Judgment Y I-VIIIL.) In his Consent, Siris acknowledged that the District Court’s
entry of a permanent injunction may have collateral consequences, and he agreed that he “shall
not be permitted [in this proceeding] to contest the factual allegations of the complaint in [the
District Court] action.” (Consent §9.) Siris also acknowledged that he “under|[stood] and
agree[d] to comply with the Commission’s policy ‘not to permit a defendant or respondent to
consent to a judgment or order that imposes a sanction while denying the allegation in the
Complaint or order for proceedings.”” (Consent § 10, quoting 17 C.F.R. § 202.5.) Siris further
agreed “not to take any action or to make or permit to be made any public statement denying,
directly or indirectly, any allegation in the complaiht or creating the impression that the
complaint is without factual basis.” (Consent § 10.)

C. The Proceedings Before the ALJ, Initial Decision, and
Siris’s Petition for Review

i. Background

On September 28, 2012, the Order Instituting Proceedings (“OIP”) was issued in this
matter against Siris. The OIP required the ALJ to determine whether the OIP’s allegations
against Siris were true and what, if any, remedial action was appropriate in the public interest
against Siris pursuant to Section 15(b) of the Exchange Act and Section 203(f) of the Advisers
Act. On October 22, 2012, Siris filed an extensive answer to the OIP (“Answer”) and attached,
inter alia, an afﬁdavit»of Peter Siris. Siris’s Answer and affidavit raised numerous issues and
read similar to a brief in opposition to remedial sanctions. Rather than providing true evidence

of mitigating factors, the documents largely challenged the Complaint’s allegations and



attributed Siris’s violations to “ignorant mistakes.” Siris also professed recognition of the
wrongful nature of his misconduct and assurances against future misconduct.

During a prehearing conference on November 5, 2012, ALJ Carol Fox Foelak granted
both Siris and the Division leave to file motions for summary disposition. On November 16,
2012, the Division filed its Motion for Summary Disposition pursuant to Commission Rule of
Practice 250, 17 C.F.R. § 201.250. Siris filed an Opposition to the Motion for Summary
Disposition on December 14, 2012 and the Division submitted its Reply on December 21, 2012.
Siris did not file any motion for summary disposition.

ii. Initial Decision

On December 31, 2012, the ALJ issued an initial decision granting the Division’s motion
and imposing collateral and penny stock bars against Siris. In the Matter of Peter Siris, Initial
Decisions Release No. 477, 2012 SEC LEXIS 4075 (Dec. 31, 2012).% In ruling for the Division,
the ALJ took official notice of the docket report and court’s orders in SEC v. Siris, and based the
initial decision on “(1) the Division’s Motion for Summary Disposition; (2) Siris’s Opposition;
(3) the Division’s Reply; and (4) Siris’s Answer to the OIP.” Id. at *2. The decision further
stated:

There is no genuine issue with regard to any fact that is material to this

proceeding. All material facts that concern the activities for which Siris was

enjoined were decided against him in the civil case on which this proceeding is

based. Any other facts in his pleadings have been taken as true, pursuant to 17

C.F.R. §201.250(a). All arguments and proposed findings and conclusions that

are inconsistent with this decision were considered and rejected.

Id. at *5.

? The collateral and penny stock bars referenced herein refer to the sanctions imposed in the ALJ’s initial
decision that, respectively, barred Siris from associating with a broker, dealer, investment adviser, municipal
securities dealer, municipal advisor, transfer agent, or nationally recognized statistical rating organization,
and barred him from participating in a penny stock offering.

8



In assessing the Division’s requested relief, the ALJ made findings of fact, including
noting Siris’s corrective actions, and found that Siris’s conduct was egregious and recurrent. In
deciding to impose sanctions, the ALJ stated “[a]t a minimum, a reckless degree of scienter is a
necessary element of his violations of the antifraud provisions of the Exchange Act. While Siris
~ is remorseful and articulates recognition of the wrongful nature of his conduct, he also blames
others.” Id. at *11-12. The ALJ further stated that “Respondent’s previous occupation, if he
were allowed to continue it in the future, would present opportunities for future violations. The
violations are recent. The degree of harm to investors and the marketplace is indicated in the
$464,011.93 civil penalty that Siris was ordered to pay and the $592,942.39 in disgorgement that
he and co-defendants were ordered to pay. Further, as the Commission has often emphasized,
the public interest determination extends beyond consideration of the particular investors
affected by a respondent’s conduct -- Siris and the outside investors in the Funds -- to the public-
at-large, the welfare of investors as a class, and standards of conduct in the securities business
generally.” Id. at *12-13 (citations omitted). Finally, the ALJ rejected Siris’s request to
participate in winding down his managed funds, and held that collateral and penny stock “[b]ars
are also necessary for the purpose of deterrence.” Id. at *13 (citation omitted).

iii. Siris’s Petition for Review

On January 18, 2013, Siris filed a Petition for Review, which the Commission granted on
February 22, 2013. Siris’s Petition asserts that the ALJ ignored that debarment was not
necessary in light of Siris’s corrective efforts and supposed demonstrated willingness to accept
certain remedial sanctions, including not acting as a portfolio manager or having investment
discretion on behalf of investors. (Petition at 2.) Siris further asserts that the ALJ ignored that
the record establishes material issues of fact concerning, among others, “(1) whether there was

material nonpublic information, (2) whether Siris understood that he was in possession of



material nonpublic information and, if so, (3) whether Siris intended to trade on it.” (Petition at
3.) The Petition continues that the “record does not show egregious misconduct or a high degree
of scienter. Rather, the facts show negligence, not purposeful or reckless misconduct requiring a
bar.” (Petition at 4.) Finally, the Petition argues that the initial decision raises an important
policy issue, namely, whether a respondent in a follow-on proceeding should automatically be
barred from the securities industry without regard to the record. (Petition at 5.)
L. ARGUMENT

Based on its own de novo review,’ the Commission should affirm the initial decision and
impose the same sanctions. The ALJ’s order barring Siris was properly based on well-settled law.
In determining whether administrative sanctions are in the public interest, the Commission
considers the factors enumerated in Steadman v. SEC, 603 F.2d 1126, 1140 (5th Cir. 1979), aff’d on
other grounds, 450 U.S. 91 (1981): “the egregiousness of the respondent’s actions, the isolated or
recurrent nature of the infraction, the degree of scienter involved, the sincerity of the respondent’s
assurances against future violations, the respondent’s recognition of the wrongful nature of his
conduct, and the likelihood that the respondent’s occupation will present opportunities for future
violations.” In the Matter of Gary Kornman, Advisers Act Rel. No. 2840, 2009 SEC LEXIS 367,
at *22 (Feb. 13, 2009) (Commission Opinion) (citations omitted). The inquiry is a flexible one and
no one factor is dispositive. Id.

As explained below, the undisputed material facts support the ALJ’s decision that Siris’s

conduct warrants the imposition of collateral and penny stock bars. Siris’s grand attempt to

* The Commission reviews decisions granting summary disposition de novo. See 17 C.F.R. § 201.411(a)
(“The Commission may affirm, reverse, modify, set aside or remand for further proceedings, in whole or in
part, an initial decision by a hearing officer and may make any findings or conclusions that in its judgment
are proper and on the basis of the record.”).
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minimize his misconduct and his supposed corrective actions do not outweigh the public interest
concerns that strongly militate in favor of barring Siris from the securities industry.

A. The Undisputed Material Facts Compel Collateral and Pennv Stock Bars

The injunction entered against Siris by the District Court provides a sufficient basis for
imposing the requested sanctions. And the Commission may impose the sanctions on Siris under
Exchange Act Section 15(b)(6) * and Advisers Act Section 203(f). Siris does not deny that he has
been enjoined from violating numerous provisions of the securities laws, including the antifraud
provisions. Siris does not deny that he acted as an investment adviser or that, for a portion of the
time in which Siris engaged in the conduct underlying the Complaint, Siris also acted as an
unregistered securities broker. And Siris does not deny that China Yingxia (which was an
unlisted stock that traded below five dollars per share) was a penny stock. (Answer at 3-6.)
Based on an analysis of the Steadman factors, the Commission should reach the same conclusion
as the ALJ did and impose the same sanctions as were imposed in the initial decision.

i. Siris’s actions were egregious, repeated

over a substantial period of time, and done with
a high degree of scienter

Siris’s violations, when viewed as a whole, support the conclusion that his conduct was
egregious, recurrent, and done with a high degree of scienter. Based on the nature of Siris’s
antifraud v‘iolations themselves, his conduct was egregious. And Siris’s violations were
obviously recurrent as exhibited by the sheer scale of his misconduct and the length of time in

which he engaged in such violations. Finally, the allegations of the Complaint demonstrate that

Siris acted with a high degree of scienter. Siris’s consent injunction concerns three different types

* While Siris was not associated with a registered broker-dealer, based on his conduct in acting as an
unregistered broker-dealer, he is subject to a bar from association with a broker or dealer pursuant to Section
15(b) of the Exchange Act. See, e.g., In the Matter of Matthew Gagnon, Exchange Act Rel. No. 67544,
2012 SEC LEXIS 2391, at *4 (July 31, 2012).
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of securities fraud, not to mention violations of several other securities laws provisions. The fraud
includes insider trading, misrepresentations and omissions in a securities purchase agreement, and
misrepresentations and omissions to investors in his funds. Moreover, Siris engaged in two
different types of insider trading. First, Siris engaged in serial insider trading ahead of
announcements of fen confidential offerings in breach of his duty not to trade on information he
learned about the issuers conducting the offerings. Second, in breach of his duty of trust and
confidence established as a result of his consulting relationship, Siris traded while in possession
of material, non-public information concerning China Yingxia.

Siris’s repeated insider trading ahead of the offerings alone illustrates the egregious
nature of his conduct and evinces a high degree of scienter. Each of the ten deals Siris traded
ahead of involved at least an oral agreement not to trade on the information or reveal such
confidential information concerning the offerings. In addition, four of the offerings involved a
placement agent that sent Siris confirmatory emails after the oral solicitation stating:

The existence of the proposed transaction ... is highly confidential. Your firm has

agreed to maintain in confidence the Confidential Information .... You and any

other representatives of your firm to whom the Confidential Information has been

disclosed further agreed not to transact in the securities ... until such time the

Confidential Information is publicly announced.

(E.g.,Compl. §110.)

Further, Siris executed a Master Acknowledgement Agreement with this same
placement agent, providing, among other things, that receipt of confidential information
“will restrict [Siris’s] ability to trade in ... the Issuer.” (Compl. §108.) Also, for one
other offering, Siris responde.d by email to a different placement agent confirming

various restrictions, including that he “would not ‘engage in market transactions relating

to [the issuer’s] securities or effect any other securities transactions in such securities



until [a specified time] (by which such Confidential Information shall have been publicly
disclosed ...).”” (Compl. §124.)

Despite the clear restrictions and his express agreements, Siris acted in a dishonest
manner. Brushing aside his word, Siris breached his duty and traded in the securities of ten
issuers on the basis of material, non-public information. In several instances, Siris made
representations that he disregarded within minutes of being solicited. (£.g., Compl. §118.)

Even if Siris’s misconduct only involved his extensive trading ahead of the offerings,
which it clearly does not, the public interest would still compel the Division’s requested relief.
See, e.g., In the Matter of Robert Bruce Lohman, Exchange Act Rel. No. 48092, Advisers Act
Rel. No. 2141, 2003 SEC LEXIS 1521, at *16 (June 26, 2003) (citations omitted) (Commission
opinion imposing bar based on insider trading despite the respondent having a clean disciplinary
record; “[i]nsider trading constitutes clear defiance and betrayal of basic responsibilities of
honesty and fairness to the investing public™); see also U.S. v. O’Hagan, 521 U.S. 642, 654 (U.S.
1997) (trading on misappropriated information “constitutes fraud akin to embezzlement”).
Indeed, Siris wrote about the pitfalls of insider trading in columns for a New York-based
publication, and counseled others to avoid insider trading. (Compl. Y 74-75.) Siris knew he
could not trade while in possession of material, non-public information, but did so anyway on
numerous occasions. These were not technical violations of law. Rather, Siris’s conduct was
egregious, repeated over a substantial period of time, and reflects that he acted knowingly or, at a
minimum, with a severely reckless degree of scienter.

Regardless, Siris’s antifraud violations extend beyond his trading ahead of the offerings,
to include additional insider trading in the securities of a consulting client, fraud in a securities
purchase agreement, and misrepresentations and omissions to investors in his funds. The weight

of these antifraud violations and the resulting public interest concerns are overwhelming.



Further, Siris committed a number of other violations that merit the most severe sanctions to
protect investors. That is, these other violations, standing apart from Siris’s violations of the
antifraud provisions, weigh in favor of barring Siris. Siris committed these other violations in an
egregious manner. For example, although violations of Section 5 of the Securities Act do not
require scienter, Siris engaged in unregistered sales of securities in a deceitful way. To obtain a
legal opinion under Rule 144, Siris falsely represented to China Yingxia’s counsel that he
provided services to China Yingxia’s CEO’s father, when in fact he had not. (Compl. §940-41.)

ii. Siris Has the Opportunity for Future Violations

The fact that Siris desires to remain in the securities industry, in an occupation that will
give him opportunities for future violations, also supports the imposition of collateral and penny
stock bars. Despite his stated intention not to manage others’ money, Siris claims that he “wants
the opportunity to work in the industry as a securities analyst.” (Brief at 42-43.) This Steadman
factor weighs in favor of barring Siris. See In the Matter of Jeffrey Gibson, Exchange Act Rel.
No. 57266, Advisers Act Rel. No. 2700, 2008 SEC LEXIS 236, at *17-18 (Feb. 4, 2008)
(Commission Opinion) (“We believe [respondent’s] twenty-five year career in the securities
industry and professional credentials suggest that [respondent] would, if permitted, continue to
work in the securities industries, and that, in doing so, would be presented with further
opportunities to engage in misconduct.”), petition for review denied, 561 F.3d 548 (6™ Cir.
2009). Absent the important additional layer of protection afforded by the requested relief, Siris
would be free to continue in the securities industry, which creates a serious risk to the investing

public.
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iii. The remaining Steadman factors do not outweigh the public interest concerns
militating in favor of the requested relief

Siris’s alleged lack of scienter and apparent belief that his conduct did not “hurt the
investing public” (Brief at 36) are “troubling indications of a failure to appreciate the seriousness
of his violation[s].” In the Matter of James Dawson, Advisers Act Rel. No. 3057, 2010 SEC
LEXIS 2561, at *18 (July 23, 2010) (Commission Opinion). While before the ALJ Siris
professed a sincere assurance against future violations and acknowledged the wrongfulness of his
misconduct, and the ALJ noted the same in the initial decision,’ significant doubt as to those
representations exists in light of the positions taken in his papers. And his wholesale attempt to
explain away virtually each and every instance of his insider trading through collateral attacks,
particularly after having agreed not to do so in this proceeding, undermines any assurances he
makes.

Indeed, despite Siris’s assertion that his “sincerity cannot fairly be doubted” (Brief at 41),
Siris’s efforts to minimize his misconduct at least call into question his appreciation of his
wrongdoing. Siris goes to great lengths to downplay his misconduct.® Siris, among other things,
contends that his conduct did not “resemble purposeful insider trading” (Brief at 33) — as if
insider trading ahead of ten offerings and in the securities of one consulting client somehow
qualifies as a lesser grade of insider trading. Siris further tries to distinguish the authority cited
by the Division by essentially arguing that his widespread misconduct committed over a three-

year period that generated over half-a-million dollars in ill-gotten gains was not that bad because

®> The ALYJ, in the Initial Decision at *12, observed that Siris “blames others” for his misconduct.

% See, e.g., Brief at 1: “Siris acknowledged his ignorant mistakes;” Brief at 33: “none of Siris’s trades
remotely resemble insider trading that merits a bar;” Brief at 36: “The mistakes Siris made primarily
involved Offerings;” Brief at 40: “the facts show negligence, not purposeful or reckless misconduct
requiring a bar;” Brief at 42: “To be sure, some of Siris’s conduct was negligent, which is serious. But, it is
not egregious or fraught with scienter that requires debarment in the public interest.”
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Siris’s conduct was really the result of “ignorant mistakes.” It seems that, based on his various
assertions, Siris does not possess a true appreciation of his misconduct.

Irrespective, Siris’s alleged sincere assurances against future violations and supposed
acknowledgement of the wrongfulness of his misconduct do not outweigh the other Steadman
factors. See, e.g., Gibson v. SEC, 561 F.3d 548, 555 (6th Cir. 2009) (denying petition for review
and affirming Commission’s imposition of a bar; “As to the fourth and fifth [Steadman]factors,
the Commission stated that ‘[w]hile we do not dispute Gibson’s assertions regarding his
acknowledgment of wrongdoing and his assurances against future misconduct, those assertions
do not overcome the other factors that indicate the gravity of the threat to investors that Gibson

23y

would present if he were permitted to remain in the securities industry.””). Similarly, Siris’s
supposed corrective actions and other alleged facts in mitigation are not extraordinary and do not
outweigh the public interest concerns presented by his continued presence in the securities
industry. Siris demonstrated his proclivity for violating a multitude of securities laws over an
extended period of time. The only foolproof preventive measure that is appropriate here is to bar
Siris from the industry. See, e.g., In the Matter of Michael Studer, Exchange Act Rel. No.
50411, 2004 SEC LEXIS 2135, at *14 (Sept. 20, 2004) (respondent claimed that he did not
understand he engaged in any wrongdoing and admitted only that he made “mistakes in
judgment;” in upholding a bar, the Commission opined that “there is a significant risk that his
continued presence in the securities business will give rise to further violations, despite his
assurances to the contrary”).

Finally, the bars against Siris will have a deterrent effect. Indeed, the Commission
“considers the extent to which the sanction will have a deterrent effect.” In the Matter of Schield

Mgmt. Co., Exchange Act Rel. No. 53201, Advisers Act Rel. No. 2477,2006 SEC LEXIS 195, at

*35 (Jan. 31, 2006) (Commission opinion barring investment adviser after consent injunction). In
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this case, declining to impose the collateral and penny stock bars likely would have far-reaching

implications and operate antithetical to the mission of protecting investors.

B. Siris Has Not Raised Any Issues of Material Fact

Precluding Summary Disposition

Nothing in Siris’s papers, which largely rehash the same arguments he unsuccessfully
made below, is sufficient to overcome the conclusion that the fraudulent activities presented in
the settled District Court action merit bars. The injunction entered against Siris by the District
Court provides sufficient basis for imposing the requested sanctions. In follow-on proceedings
involving a respondent enjoined from violating the antifraud provisions, like here, the
Commission has stated time and again that “ordinarily, and in the absence of evidence to the
contrary, it will be in the public interest” to bar such respondent from the industry. See, e.g., In
the Matter of Marshall Melton, Exchange Act Rel. No. 48228, Advisers Act Rel. No. 2151, 2003
SEC LEXIS 1767, at *29-30 (July 25, 2003).

i. Siris offers no contrary evidence to support his contention that a bar is not in
the public interest

Siris’s main arguments in support of no sanctions rest on (a) Siris’s assertion that his
misconduct resulted from “ignorant mistakes,” as explained by his version of the facts that led to
his insider trading violations,” and (b) various corrective actions and certain proposed modified
relief that does not entirely prohibit him from continuing in the securities industry.

Siris does not argue that his degree of culpability was low because of a small level of
scienter; he instead argues that he lacked any scienter. Siris asserts that the “facts and

circumstances” surrounding his insider trading violations, not just the facts alleged in the

7 Siris had every opportunity to present his version of the facts to a fact finder, but he opted not to. He
voluntarily and knowingly waived any right to contest the allegations of the Complaint in this proceeding by
consenting to the entry of the Judgment. The Commission should reject his belated -~ and violative of what
he expressly agreed not to do when he signed the Consent - effort to contest the facts alleged in the
Complaint. '
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Complaint, “demonstrate that S’iris’s conduct was negligent -- not egregious or undertaken with
scienter.” (Brief at 3.) Siris goes on to quote from an inapposite statement in Steadman that,
“the respondent’s state of mind is highly relevant in determining the remedy to impose. It would
be a gross abuse of discretion to bar an investment adviser from the industry on the basis of
isolated negligent violations.” (Briefat 5.) The Commission should resist Siris’s efforts to cast
his immense, serial wrongdoing in a benign light. The facts and circumstances as put forth by
Siris largely run counter to the allegations of the Complaint. As the Complaint’s allegations
make clear, Siris’s violations were not isolated nor simply the result of negligence. Quite the
contrary, Siris’s violations were long-running, expansive, and done with scienter.

Despite his unfounded assertions, Siris’s many violations of the securities laws as alleged
in the Complaint include scienter-based claims, such as his extensive insider trading (not to
mention his misrepresentations and omissions in a securities purchase agreement). Siris’s
Consent forbids him from making what is actually an illogical argument that one of the required

elements for his illegal insider trading, scienter, was totally lacking.® Further, it is difficult to

8 Siris cannot dispute the allegations of the Complaint, which include his scienter and the materiality of the
information on which he traded. See, e.g., In the Matter of Marshall Melton, 2003 SEC LEXIS 1767, at
*29-30 (“Defendants in Commission injunctive actions must understand that, if the Commission institutes
an administrative proceeding against them based on an injunction to which they consented after issuance of
this opinion, they may not dispute the factual allegations of the injunctive complaint in the administrative
proceeding.”).

Further, contrary to Siris’s statement that the Division contends that Siris must be mute at all times in this
proceeding (Brief at 39), the Division simply submits that Siris should honor the Consent that he voluntarily
signed. As one illustration of Siris’s continued efforts to minimize his misconduct, Siris, an experienced
investor and frequent participant in confidential offerings, claims in his Brief that for one offering he did not
understand he was restricted in trading. (Briefat 16.) Siris selectively quotes from the solicitation email,
leaving out the portion of the email that stated, “you agree not to use the information presented in
connection with any investment outside the nature and scope of the proposed investment opportunity
[detailed within the email].” Further, Siris also argued before the ALJ that the information on which he
traded was not material. Here, though less forcefully than he did before the ALIJ, Siris continues to allude to
a lack of materiality. For example, Siris argues in his Brief concerning insider trading in China Yingxia that
“it is also hard to see that the final press release issued on March 6, 2009 materially impacted China
Yingxia’s stock price, which declined from 10¢ on March 5 to 8¢ on March 6, 2009.” (Brief at 13.) The
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understand how Siris can plausibly claim his conduct was merely attributable to mistake in light
of his sophistication and the repeated nature of his “mistakes” that demonstrate at least
recklessness.

In any event, Siris’s conduct demonstrates a pattern of illegal insider trading both in
advance of news concerning one of his consulting clients (during late February and early March
2009) and ahead of ren confidential securities offerings (spanning the period from July 2009 to
November 2010). The facts as alleged in the Complaint did not involve just one instance of
insider trading, nor even two instances, rather, the Complaint alleged double-digit instances of
insider trading that generated hundreds of thousands of dollars in illicit gains. The Complaint
further charged Siris with additional violations of the antifraud provisions of the securities laws.
And the Complaint leveled a number of other non-fraud charges against Siris. Siris’s systematic
insider trading violations, bolstered by these other violations, contradicts his assertion that he
lacked scienter, and instead demonstrate that he acted with a high degree of scienter in violating
the securities laws. Indeed, the record establishes that Siris’s conduct was much worse than
merely negligence; the record establishes that Siris acted with a high degree of scienter.

ii. Siris’s proposed relief and supposed corrective actions do not tip the scales in
his favor

Siris’s bald assertion that “there is no realistic prospect for future violations™ (Brief at 39)
is belied by the fact that “opportunities for dishonesty recur constantly in the securities
business.” See In the Matter of David Netzer Korem, Initial Decisions Rel. No. 427, 2011 SEC
LEXIS 2717, at *13-14 (Aug. 5, 2011) (citation omitted). Siris has stated his intention to

continue working in the securities industry as an analyst. (Brief at 42-43.) Further, Siris’s

District Court Complaint alleges, however, that “after issuance of the press release, China Yingxia’s stock
price ultimately collapsed, going from $.08 on March 6 to $.025 on March 9 [the first full trading day after
the release].” (Compl. §89.)
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proposed agreement not to serve as a portfolio manager or investment adviser to a managed
account does not militate in favor of not imposing any bar. By simply preventing Siris from
operating in one area does not ensure the protection of investors, particularly when Siris’s
misconduct demonstrates a pattern of misconduct across a broad spectrum.

Likewise, the supposed corrective actions by Siris including, among others, no longer
participating in offerings, no longer consulting for Chinese companies, appointing a compliance
person, and consulting with outside counsel (Answer at 1-2, Brief at 1-2) — even assuming that
he will continue to adhere to them once this proceeding has concluded — do not ensure the
protection of investors. Further, the sanctions against Siris in the District Court action do not
obviate the need for relief here. The Commission recently rejected this argument in its Opinion
in In the Matter of Viadimir Bugarski, Exchange Act Rel. No. 66842, 2012 SEC LEXIS 1267, at
*17-18 (Apr. 20, 2012). Specifically, respondents argued “that the ‘imposition of additional
remedial action against [them] would be simply adding to the severe sanctions that have already
been imposed’ and therefore would not be in the public interest.” Id. at *17. In rejecting the
argument, the Commission reasoned that the District Court sanctions, while severe, “simply
underscore the seriousness of Respondents’ misconduct.” Id. at *17-18. The Commission
should reach the same conclusion here.

Finally, Siris’s supposed policy argument — that he was automatically barred without
regard to the entire record — overlooks both Melfon and the actual record in this case. Melton
announced the Commission’s refined and expanded policy in proceedings such as this one: “We
believe that an antifraud injunction can, in the first instance, indicate the appropriateness in the
public interest of revocation of registration or a suspension or bar from participation in the
securities industry. Of course, respondents have the opportunity to demonstrate that,

notwithstanding the antifraud injunction, the public interest does not support revocation,
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suspension, or a bar.” In the Matter of Marshall Melton, 2003 SEC LEXIS 1767, at *22-30.
Here, Siris was not automatically barred. Instead, he was ably represented before the ALJ, and
raised numerous arguments against being barred. For example, Siris raised virtually the same
argument below that he now makes concerning his supposed corrective actions, which the ALJ
expressly noted. The crux of Siris’s other arguments below, like here, ran afoul of Melton and
amounted to improper collateral attacks on fundamental legal elements of his insider trading
violations. But, importantly, Siris offered no contrary evidence below, nor does he here,
sufficient to outweigh the public interest concerns that militate decidedly in favor of imposing

collateral and penny stock bars.

IV. CONCLUSION

For the reasons explained herein, the Division respectfully submits that Siris should be
barred from association with any broker, dealer, investment adviser, municipal securities dealer,
municipal advisor, transfer agent, or nationally recognized statistical rating organization and

barred from participating in any offering of penny stock.

Dated:  April 24, 2013 Respectfully submitted,

DIVISION OF ENFORCEMENT

By: /é'/ s
Paul G. Gizzf, BSq.
Osman E. Nawaz, Esq.
Attorneys for Division of Enforcement

New York Regional Office

3 World Financial Center, Suite 400
New York, NY 10281

(212) 336-0077 (Gizzi)

Email: gizzip@sec.gov

(212) 336-0169 (Nawaz)

Email: nawazo@sec.gov

(212) 336-1348 (fax)
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UNITED Sngori o AMERICA b GF THE SECRETARY
SECURITIES AND EXCHANGE COMMISSION

ADMINISTRATIVE PROCEEDING
File No. 3-15057

In the Matter of - DECLARATION OF
» : OSMAN E. NAWAZ IN SUPPORT OF
PETER SIRIS, DIVISION OF ENFORCEMENT’S
MOTION FOR SUMMARY
Respondent. - DISPOSITION AGAINST
RESPONDENT PETER SIRIS

I, Osman E Nawaz, declare:

1. I am an attorney admitted to practice before the Colorado Supreme Court
and all the Courts of Colorado as well as the United States District Court for the District of
Colorado. I am presently employed as Senior Counsel for the Division of Enforc_emem at
the New York Regional Ofﬁcé: of the U.S. Securities and Exchange Commission, 3 World
F inancfal Center, Suite 400, New York, NY 10281 Telephone: (212) 336-0169.

2. I have personal and first hand knowledge of the facts set forth in this
Declaraﬁ;)n and, if called and sworn as a witness, could and would competently testify
_ thereto. |

3. In 2010, I was assigned to an investigation I the Matter of China Yingxia
Interﬁational, Inc. (NY-8279), and the later work on a case entitled: SEC v. Siris, Case No.
12-CV-5810 (S.D.N.Y.) (RA). On July 30, 2012, the Commission filed its Complaint for
violations of the federal securities laws against Defendant Peter Siris, among others. A true
and correct copy of the Complaint is attached to this Declaration as Exhibit A and is hereby

incorporated by this reference.



4.~ OnlJuly 30, 2012, the Commission filed a Final Judgment and Consent of
Defendant Siris. On Septembér 18, 2012, the District court entered Judgment. A true and
correct copy of the Judgment, which incorporates the Consent, is attached hereto as
Exhibit B, and is hereby incorporated By this reference.

This Court is respectfully requested to take official notice of the above described
documents pursuant to Rule 323 of the Commission’s Rules of Practice [17 CF.R. §
201.323].

Executed at New York, New York, on November 16, 2012.

1 declare under the penalty of perjury that the foregoing is true and correct.

~ OsmatrE. Nawaz
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ANDREW M. CALAMARI . GE ABRAMS
ACTING REGIONAL DIRECTOR '
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New York Regional Office E 2 @V 5 o~
3 World Financial Center, Suite 400 - i ' : g bg Q
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-~ Tel: (212) 336-1100

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

SECURITIES AND EXCHANGE COMMISSION,
- ' ' Wi S

Plaintiff, ‘
‘ o | UEBTELNY.
~ —againSt— COMPLAINT | CASHIE RS
" PETER SIRIS,

GUERRILLA CAPITAL MANAGEMENT LLC,

and .

HUA MEI 21* CENTURY LLC,
Defendants.

. Plaintiff Securities and Exchange Commission (“Comrniééion”), for its Cemplaint against
defendants Peter Sms (“Sms”) Guemlla Capital Management, LLC (“Guernlla Capltal”), and

‘Hua Mei 21* Century LLC (“Hua Mel”) (collecnvely, “Defendants”) alleges-as follows

: SUMZMARY OF ALLEGATIONS |
1. The Commission brings this actlon against mvestment advxser Peter Siris, his
mvestment management firm, Guemﬂa Cap1tal and a ﬁrm Siris formed in 2006 to prov1de
: consultmg services to U.S. listed Chinese compamee, Hua Mei, for r‘epeated v1olattqns of the
~ federal securities laws. DefendantsSiris, Guerrilla Capital, and/or Hua Mei — who are
: s‘ig_niﬁcant investors and consultants in the Chinese reverse merger i_nvestthent space — engaged

in wide-ranging misconduct from 2007 to 2010, including imp,roper sales of hmegistered



. securities, Megistere'd.oroker-deéler activity, illeggl insider tfading, material nﬁsrepresentations
and omissions, and trading in violation of certain short—solling, restrictions. |
2. Siris, an author of several books (including Guorrilla Investz’ng: Winning
rStmte(.gies.ﬁ)r Beating the Wall Street Prafessiona}s) aod former author of 2 monthly investment
" column for a New York-based publicaiion (Whefe he frequently wrote é;bout compaﬁies in which
hds funds vinvested), manages two New York-based funds, i‘noluding one of tho relatively few,
and larger, funds de_dicgted to U.S. listed Chinese c'ompapies. As of year—end ;2010, Siris’s assets
ﬁnderﬁmanogoment totaled approxirately $16O million.
| 3. Siﬁé and his ﬁrm Hua Mei acted as paid consultants to numerous 'Chinese

compames in WhICh his funds mvested moludmg Chma YmgXIa Interna‘aonal Inc. (“China
Ylng_xxa or the “Company’ ) a purported nutritional foods company and one of the many
' _Chineso companies in-recent years_th_at have ga‘med access to the U.S. capxtalmarke_ts via reverse
mefger. Hua Mei received both cash and shares — ihcluding shares received fhrough a person
directly orindirectly controilod jby the issuer, m a transaction that operated as an end-@ around
registration provisions of the federal secuﬁties laws, and w.'h_ich. Siris sold for illicit proceeds of
approximatoly $24',60O — for i)erformin'g due diligooce on China Yingxia; raising over $2 million
o for an $8.7 million China Yingxia “PIPE”'fransaotion, in which Siris aoted as an unregistered A

' brokér and received payment of $107,500 in transactiodbasdd compensation; and feviewing’énd B

) 'adv1smg on Commission filings, press releasos and hlnng demsmns among other thmgs
4.. | During the time Sms worked and had a relatlonshlp of trust and- conﬁdence vmh

China S?ingxia, he received and- traded on material, nonepubli,c information concenﬁng the.
‘Company. Speci'ﬁcally,‘ on or around:Febmary.IQ, 2005, Siris learnéd of problems at Chioav

Yingxia directly from the'Company’s chief éXecutive officer, including that she had engaged in



illegal fundraising a;:tivities in China, and that a Company factory had shut down. In resbons_e,
Siﬁs began selling hundreds of thousands of shares of China Yingxia stock prior to any public
disclosure by China Yingx'ia céncem_ing these issues that threatened to, and indeed later did,
shuttgr the Company. Siris iearned additional mate:ial, non-public information -duﬁng the late
aftefnc;on of March 3, 2009, when he received a draft press release and notice that China Yingxia
planned to puBlicly disclose the prdble’mé. Siris increased his orders to sell over the next couple
;_)f' days before Chma Yingxia issued its press release publicly disclosing the pgoblems on March
6, 2009. In all, Siris; through his funds, sold 1,143,660 'C'hina Yingxia shares in a'matter of
wéeks, for ill-gotten gains (profits gnd/o_r Iosseé avqided) of apprbkimétdy $172,060.’ |
s. | ‘China Yingxia’s stock.pdce plummeted on the first trading déy_ afte.rA it issued the
_press release of March 6, 2009. The Compény’ s- directors resigned that same day and, within -
* roughly a montﬁ, the chief financial officer also resigzied, cffect_iv.elyending China Yingxia’.s
operations.. Reports indjcafe' that Chinese ofﬁ?;ials have sentenced thf: Company’s CEO to deéth
. for illegai fundraiéing activities, sirni.lar toa Ponzi scheﬁne, involvigg Chinese citizens.
6. &omd the time of Chma Yingxia’s collapse, S?xis made material .

' :misreprese,ritations and or_ﬁi,ssions to investors-in’hjs funds éoﬁceming his dealings w1th China
Yingxia. Siris wrote to his inVGsfofs and placéd bléxﬁe on others he claimed were responsible‘fof .
-' the Company’s Commfssjon filings-and key hiring decisions, améng other things, and against
whom he v&anted to initiate legél action. Sms omitted ﬁom‘diAsclosure, however, his significant
' role in those very séxne tasks.
7. Siris also engaged in illegal insider trading ahead of ten offering announce.ments'

for other Chinese issuers, resulting in a total of approximately $162,000 in ill-gotten gains. After



expfessly agreeing 10.go “ever—the—waﬂ,” which included a prohibition on trading, Siris traded
ahead of the offerihg annouﬁcements, in breach of his duty not te trade on such infennatien..

8. Further_, to induce at leést one isSue; to sell securities to his fuﬁds, Sms falsely'
reéresented in a securities pﬁrchese agreement that his funds had not'engaged in any trading after
being contacted m confidence about avpareicular deal, when in fact ﬁis ﬁmds hac_i effected sales in
- that issuer’s securities.

9. - Finally, Sms directed short sales in the securities of at leést two Chinese

B companiee in violation of restrictions prohibitipg such sales prior to his funds’ participation in
firm commitment public' offerings involVing those two companieé In cbnhectien therewith;
Siris’s funds made 111-gotten gains of approximately $127 OOO |

SECURITIES LAWS VIOLATION S

. 10.' By virtue of the foregoing conduct and as further alleg.ed. herein, Defendax_its S_ilie, |
j Guerrilla Capital, and/or Hua Mei .violated.Sections S(a) 5(c) and 17 (a) of the Seeurities Act of
1933 (“Securities Act™) [15 U.S.C. §§ T7e(a) and (c), and 77q(a)] Sectlons 10(b) and 15(a) of the
' Secunues Exchange Act of 1934 (“Exchange Act”) [15 U S.C. §§ 783(b) and 780(a)}, and Rule
'IOb—S thereunder [17c F R.§ 240.10b-5], Rule 105 of Regulatxon M [17 CF. R § 242 105], ami :
‘ Sectlon 206(4) of the Investment Advisers Act of 1940 (“Adwsers Act”) [15 U.S.C. § 80b-6(4)],
and Rule 206(4) 8 thereunder [17 C.FR. § 275.206(4)- 8]. ' '
1L Unless permanently restrained and enj omed Defendants wﬂl again engage in the
) acts, practices, transactions, and coursee of business set forth in thls Complamt and in acts,

practices, transactions and courses of business of similar type and objeet.



12.  Inaddition to injunctive relief, the Cdmmission seeks a final judgment ordering
disgorgement of ill-gotten gains plus prejudgment interest, eivil money penalties, and such

' equitable and other relief as the Court deems just, appropriate; or necessary.

| JURISDICTION AND VENUE
'13.  The Commission brings this action pursaanf to Sections 20(b)-and 20(&) of the
Securities Act [15 U.S.C. §§ 77¢(b) and 774(d)}], Sections 21(d) and 21A of the Exchange Act [ts
U.S.C. §§ 78u(d) and 78u51], and Sections 209(d) and 209(e) of the Advisers Acf [15 ‘U.S.C.
§§ 80b-9(d) and (e)] |
N 14. This Court has junsdlcuon over this action pursuant to Sections 20(b), 20(d) and
‘ 22(a) of the Securmes Act [15 U.S.C. §§ 774(b), 77t(b) and 77v(a)] Sections 21(d) 21(e), 21A
" and 27 of the Exchange Act [15U.S.C. §§ 78u(d), 78u(e), 78u~1 and 78aa], Secuons 209(d),
| . 209(e) and 214(a) of the Advisers Act [15 U.S.C. §§ 80b- 9(d), (e) and 80b-14] and 28 U.S.C.
§ 1331 | |
15. Venue in this District is proper because Deféndants *reside; aﬂd certain of the

Uansactions acts, practices, and/Or courses of business occurred, wnhm the Southem District of

New York. In addition, there are material witnesses who reside, and havc their pnnc1pal places E

of busmess within the Southern District of New York

.16.  Defendants, directly or indirectly, made use of the means or instruments of
| transportatioh or communication in, 0} the instrumentalities of,: inter‘state comlnérce, oa of ihe
‘mails, orof aﬁy facility of anyv national securities exchange, as described m this Complaint.

DEFENDANTS

17.  Peter Siris, age 68, resides in New York, New York, and maﬁages the investment

funds Guerrilla Partners, LP (“Guerrilla Partners”) and Hua Mei 21* Century Partners, LP.(“Hua

N s A et in s ot st “

St i e B M L ke s 1y



Mei_Partners”); Siris, thmugh his two funds, invests heavily m U.S. listed Chinese eompanies.
Siris forine;ly held series 7 and 63 securities licenses, and was last a'registefed representative of
a broker-dealer in 1997. Siﬁs is not registered with the Commission in any capacity.

18.  Guerrilla Capital Menagem'ent, LLC is a limited li'ability compaiiy organized:
under the laws of Delaware and headquartered in New York, New'Yorluc. It is the managementv
company for the funds associated with Siris, Guerrilla Partners and Hua Mei Partners. It‘is not
registered with the Commission in any capacity. | |

- 190 Hua Mei_let Century, LLCisa limited liabilify conipany organized under the
laws of Deiaware with offices in New York and Beijing, China. Itisa _éub-advisor to Guerrilla -
Capital and reﬁoﬁedly provides eensulting services to Chinese coxﬁpanies. It is not ;egistered
with the Comnﬁssien in any capacity. | | |

OTHER RELEVANT ENTITIES

20. Guerrillel Parthers, LP is a limited partnership organized‘under the laws of _
Delaware that operatee asan invesﬁ:dent fund. Itisnot registered with the Cemnlission inany
- capacity. 4 | ' . |
o1 Hua Mei 2_1“.C_entury Partners, LP isa iimited partnership o;ga_.nized.un&er the
lawé of Delaware that operates as.an investment fund focusing on investmente ie-U.S. listed
: Cﬁi_nese companies. It is not registered with the Commission in any capacity.

22. . Guerrilla Advisors, LLC is a Delaware limited liability company controlled in
pai‘t‘by Siris, and is the geﬁeral partner to Guerrilla Partﬁers and Hua Mei -Partnefs. It is not
. registered with the Commission in any capacity.

.23, China Yingxia Intei'natienal, Iﬁc. was a Florida corporation headquaztefed in

Harb‘in, China with pqrpoﬁ:ed operations in China. China Yingkia’s stock was queted on the



OTC Link (formerly “Pink Sheets”) operated by OTC Markets Group; Inc. under the symbol
“‘CYXI ” On February 2,2012, the Commission ms’ututed administrative proceedmgs pursuant
to Section 12(3) of the Exchange Act against Chma‘ Ymgxw, as the Company had not filed any
peﬁodic repbfts with the Commission sincé late 20(_)8. By an Order dafed March 7,2012, each
class of China Yingxia’s registered securities was revoked. |
FACTS
L : Background on China Yingiia
24.  China Yingxia entered the U.S. cgpital markets via reverse merger m May 2006

with assisténce frozﬁ a father-and-son team that has brought mulﬁple Chinese mﬁpaﬁes public.
: ’.The father Ind1v1dua1 A, operated a consultmg firm spec1ahzmg in work with Chinese |
companies (‘Consultmg Firm”), whﬂe the son, Individual B, was president of a reglstered
broke_;;dealer based in N_ew York, New York (“Broker-Dealer”). Although Individual A was not -
registered as a‘brok_ef,_nor was he aSsociated with any registered broker-dealer, he cqntrolléd
mé.ny of the-actiw'ﬁeé of the Brpker—bealer, and ﬁcld himself out to the pﬁblic as chairman of the
| Broker-Dealer. '
25.- | From 2006 to 2009, China Yingxia purp;)rtcd to be a nutritional health food -
- Abusmess with operatlons in Harbm China. After the Chma Ymgma reverse merger |
| Indwlduals AandB mamtamed an mtegral role with Chma Ymgxm acting as de Jacto
‘ management. Among other things, 'they recommiended and facilitated the hiring of service
providers (including lawyefs, auditors, and investor relations firms) as well as China Yingxia’s

CFOA and U.S.;bagéd diréctors; organized and participated in board meetings; managed the
" Company’s public filings; and 'cbntrol'led part of its ﬁnances. (In ligﬁt of their role with China

‘Yingxia, Individuals A and B are also referred to,beiow as the “Company Representatives.”)



" IL°  China Yingxin’s First Capitai kaise and Introduction of Defendant Siris
26. By early 2007, China Yingxia sought to raise sevsral million dnllars pniportedly

for svorking capital and other corporate purposes, .includin‘g purcha,sing materials related to a
soybean productxon line. The Company Representatlves led the efforts on behalf of China
Yingxia, and hlI‘Cd an investor relations firm to coordmate road show presentauons and the initial
introduction of potential insrestors. A

~27. In April 2007, China Yingxia held its road shnw in Nsw York City, meeting with
yarious fund managers, including Siris», and ‘othérs that often invested in Chinese companies.
Siris, mturn, introducéa one of his associates to fhe Company. | |
28. _ After cpndncting due diligence and making ‘she détermination to.invest, Siris and
- :nis' associate negotiated investment terms with thé Company Representatives for Siris and his
associate to .invest in China. Yingxia fhrough a PIPE transaction. (A“‘PIPE” — or private |
investment in public equity — refers to a private placement of sécuritics ofan already-public
company) In July 2007, Siris and his associate invested a total of $2 mﬂhon, with Siris

mvestmg S5 mllhon on behalf of his two funds. China Ymgx1a announced the completlon of

its first PIPE on July 16, 2007

.. Transfer of Shares to Hua Mei from China Yingxia’s CEO’s Father In leatmn
~of Reglstratmn Reqmrements

a. Background on Sectlon 5 of the Securities Act

29. Sectxons 5(a) and 5(c) of the. Secuntles Act make it unlawful for any person,
directly or indir_ectly, to use the mails or othier means of interstate commerce to sell or to offer to

sell a security for which a registration statement is not filed or not in effect, absent an available

exemption.



30. " Section 4(1) of the Securities Act prﬁvides an éxemption from the registration
| requi;ements of Section 5 for those who are not undemrriters, issuers, or dealers. Section
2(a)(11) of the Securities Act defines “underwriters” as ény person who has ﬁurchased from an
issuer with a view to, or .offers or'selis for an issuer in connection with, the distﬁbution of any
. ’Security, or participates_, or has a direct or indirect participation in any such undertaking, or
participates or has a participation in the direct or indirect underwrifing of any éuch undertaking.
- The térrn ‘;issuer” includes any_pefson directly or indifectly controlling or controlled by, or any
| person ’under dlrect or indirect common c¢ontrol with, thé issuér; |
31. | Ruie 144 of the Securities Act provides a';‘safe harbor” exemption permitting the .
pugiic resal'e.of restricted and control securities (control sécufities are S¢curities he_ld bf an
| , affiliate of the.issuileg company; an affiliate is a shareholder, éuch as a director or largg
éharehoider, in a relationship of control w1th the issuer) vyhen, émong other things, ;che selling
: secﬁrity holder has held the securities for a specified per_iod of time. During the_' relevant period,
‘4 a selling security holder must have beld the sécufity for one year bef(_)re qualifying for a Rule
144,safe harbor; absent any permissible “tacking.” Tacking generally allows a holder of
.resm'ctqd securities to combine the separate holdiﬁé periods of previbus owners (except for
Aérevilous owners ;&ho are affiliates of or m a relationship of conﬁol 'with *‘che- issuer) to satisfy the ‘
* holding i)en'od requirement. |

" b. Siris and Hua Mei Violated the Registration
Requirements of the Securities Laws

o320 After réceiving restricted shares from a person directly or indirectly controlled by
the Company, and without holding those shérés for the reqﬁisite time period, nor being able
’pénnissibly to tack any holding periods of previous owners, Siris and Hua Mei"improperly sold

unregistered securities that Hua Mei received from China Ying)ii'a.
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33. The Cortlpany R’epresentativee rieg’otiated to pay Siris and his- associate, the iead
inﬁestorst for the due diligence they cotxducted in connection with their investments in the July
- 2007 PIPE The ste diligenee was used in later efforts to sell China Yingxia to other potential’
investors ina subsequent PIPE transaction. |

34. The Compeny Representatives arranged sham agreements in which they
transferred China Yingxia shares to Siris anoi his associate but made it appear as though the
shares were coming from a shareholder altegedly_ to reimburse Siris and his associate for services .
Aperf‘or'med t"or the shareholder. In fact, the sham agreements were simply a means for China .
Yirtg'xia to provide Hua Mei with shares beﬁeved to be immediately eligibie for sale beoause, if
the Company had issued the-shareé directly to H'uat Mei, the shares -woulct have been restricted o
stOck”s:lllbject to }tolding.‘ period and other requirements for resale. |

35. In early July 2007, Siris’s firm, Hua Mei, entered into a consulting agreement
with an unnamed and, at the time, unknown shareholder of China Yingxia, purportedly to
: co’r'npensate Siris for the due dlhgenoe that was conduoted relating to his funds’ investment in |
Chma Yingxia (the ‘ngreetnent”). “Siris’s associate«entered into a substantially ideotical
a;greement. _ | _ '
36. | The Agreement .ptovided fo;'-poyment to Hua Mei of 175,000 restricted shgres:

- from the unnamed shareholder of China Yingxia that had been previously issue_d jis} connection -

. with the Company’s May 2006 reverse merger. The Agreement did not contain any information -

'coﬁcernihg the services'HUa Mei provided. The Company RepresentatiVes negotiated and -
- facilitated execution of the Agreement and later a331sted with transfemng the shares to Hua Mel.

37.  On August 1 2007, almost one month after execuuon of the Agreement, the

Company Representatives identified the unnamed shareholder, who was supposedly the

10



counterparty to theAAgxeemen’t, The eounterpért}y, the orevi’ously unnamed sheieholder and
| ‘source of the 175,000 shares, was in fact the father of China Yingxia’s CEO. The father of
"China Yingxia’s CEO was a person directly or indirectly controlied by the issuer, China Yingxia.
" The CEO’s famer’s testrict_ed shaees were' transferred to Hua Mei at the ai)parent direction of the
Conieany. Further, the CEO’s father apparently was not reimbursed by the Company for his- |
shares. | | | '

38.  Inthe same eommunioation identifying the unnamed shareholder, the Company
Representatives provided instructions for obtaining a legal opinion under Rule 144 to lift the
- restrictions on the 175,000 shares, and thus ‘render the shares freely tradeable. . |

39..  Although the Compeny Rep;'esenta.ﬁves knevy that no services were provided to
the >prev>iou's‘ly unnamed shareholder — as they had only identified the CEO’s faeher as a party to
the Agreement on-August 1, 2007 ) aﬁer the services had been rendered — Individuai B relayed |
advice to Siris that “if the shares were received as eomeensation for work done for the Company
| then [counsel] could not give the 144 legel opinion to lift the restxietion; but if the shares were
compensatom [sic] for work done for the shareholder, then thlS is none [sw] issue.” Indlv1dua1 B
' ,further advised Sms fo send Company counsel “a sunple e—ma11 saying that the shares were
transferred by a non—.aﬁihate of the [C]ompany in exchange for services rendered for THAT

, shareholder not to the Company

40. On August 17 2007, Siris sent an email to China. YmgXIa s counsel falsely stanng ' '

the followmg

We received these shares from [the CEO’ s father] in exehange for consulting
“services rendered to [the,CEO’s father] in China. [The CEQ’s father] has owned
_these shares of China Yingxia for more than one year. I am informed he isnotan -

affiliate of the [Clompany. The services we pr0v1ded were to [the CEO’s father] ,

and not to the [C}ompany
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~41.  In fact, neither Siris nor his related entities rendered any services to the CEO’s

father. In reality, the services were rendered to China YmQXia. |

42._ Based on Siris’s representaticns and other baperWork, Company counsel sent
Chine Yingxia’s transfer‘agent a letter staﬁng, “[s]lrch shares were issued pursuant to a
| consultmg agreement .. w1th [the CEQ’s father] ... please transfer the Shares as requested.”

4‘13, ~ Asaresult, Hua Mei received “free-trading” sha_res of C}rina Yingxia that should
heve been restricted and i-neligibie for immediate public resale. -

. 44 Sms on behalf of Hua Mei, began selling the shares on August 14,2007 and

continued selling shares through November 15, 2007
45. At the time of Hua Me1 S sales although the restncted shares had been held by the

CEO’s father for more than one year, they were not ehglble for 1mmed1ate resale. The CEO’s
" father cou_lcl not legitimately rely on any exernptiorl from registration of soch seccrities given his
relationship to the Corrrpany. The CEO’S father was an “issuer” as that tenrr is defined within
| rhe definition of “underwriter” vin' Secﬁon _Z(a)( 11) of the Securities Act. “Those who received |
'- shares from him received restricted shares, and were deemed “underwriters” upon the sale of
such shares. Moreover, Hua Mei‘di.d not meet the requirements for sale under Rule 1.44, and the
transaction to‘ compensate Huia Mei, as arranged by Chma Yingxia represeratatives,'cperated to
:evade the registration requirements of the Securities Act. | -

46. In all, Siris, on behalf of Hua Mel, sold 8,600 Shares of Chma Ymgma stock that
b should have.been restricted from resale for pro-ceeds of approxnnately $24,600. |

47. There was no regisrratiorl ststernent in ef_fect for the shares that Sms s_olci on Hua
Mei’s behaif_ from August 14 to November '1 5, 2007, and ﬁua Mei was ‘not enﬁﬂed to ariy |

. exemption from registration when selling the unregistered shares during this time period.
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IV.  Siris Acted as an Unreglstered Broker During China Ymgxxa s Second PIPE
Transaction _

43. Secfion 15(a)(1) of the Exchange Act prohibits a broker or dealer from effecting
~any transaction in, or inducing or atfempting to induce the purchase or sale of; an.yAsecuri'ty
unless the broker or‘dealer is registered with the Commissjon. Section 3(a)(4) of th'e-Exchange
Act deﬁnee a “broker” as any person who is engaged in the business of effecting transactions inv
securities for the account of others. |
49. Siris — who, during the relevant period, was hot registered as a broker or deeler,
nor was he associated With any registered broker-dealer — acted as an unregistered broker in
: connection with China Yingxia’s second capital raise by, among othe’r thihgs rajsing over
$2 million worth of investments in exchange for transaction-based compensatmn
-.50.  With Siris’s assistance, the Company embarked on a second PIPE transactlon
shortly after cIosing the first round of ﬁnancing; The Company R'epresentative_ser:lgage’d Siris,
and two other so-called “eonsultants,” to helﬁ with the second ﬁnéncing in exchange for |
vcommissio_ns. of approximately 5% of the amouht of money eahh introduced 'to China Yingxia :
51. Sll‘lS partxcxpated at key pomts in the chain of d15!nbut10n of China Ymgxxa s
| securmes The Company held a meetmg with potential investors in July 2007 at a shared
. conference room in Siris’s office building. Siris c;rculated a Company PowerPoint to other fund
manegers and friends, informed themn that he had eonducfed duediligehce, and steted that the
}C-Iompahy had a s‘trongvcor‘nmitrhent to the quality of its products. Ih addition, Siris responded to
duestions from interested investors. | ”
52. .Sin's also wrote cdncenﬁhg the PIPE that “[w]e will take indications of interest ...

,nekt week and expect to close the deal immediately thereafter.” Siﬁs alsohoted'that many .
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i)goplc wanted to invest in the deal. Siris initially dirécted others to coﬁtact him if interested, but
later directed interested inyestors to contact the official placement agent, the Broker-Dealer.
53.  Further, Siris received drafts of the offering documents for his review gnd
h comment. He also con;:nunicated with the official placement agent, the Broker-Dealer;
concerning interested investors.
54, Siris also communicated with one of the other “consultants” that was assisﬁng_
» Cﬁina‘ Yingxia in raising money.
55. - For :i‘nstgnce,ﬁ the ofher “consultant” emailed Siris on 'July 12, 2007‘smtiﬁg: “I
thought the'book was closed ... How big do you want to .méke this deal? You want me to i_n'aké :
| , one mofe call and get another feW million?” | o
56. Siris-respond'ed as if he were in charge of the deal: “The book is closed. Don’t ge"ﬁ
- any more.”
57. In other commuxﬁcations,'th'e same “consultan; ? prcésed Siris to Qlose the deal
- quickly. -Siris respOnded: “This is my deal. I h_ave been working on it longer than you héve. I
: have peopl‘e who I promised wc;ﬁld be involved. ‘I also told them thef could geta sec‘ogd'chance'
»' to meet manégcmen " ' - ‘
58.( | On August 9, 2007, China Yingxiavannounced the completion of t.heisecor'ld found
of ﬁnanciﬁg« whereby it séld $8,725, 150 worth of resttficted securities to 20 investors. Virtually
all of the 20 ifn'festors were introduced to China Yingxia through Siris and the two'_other.
“consultants™ rather than thrdugh the official placement Aagent.' h
59.° - After the PIPE closed in August 2007 and the amount raised becarmie clear, Siris

* contacted Company Representatives concerning payment. Siris emailed Individual B stating

14



“I'y]our father indicated that we aré due our share of money from fhe fundiraibse. Hé. quoteda
specific amount. I am curious how and wh;:h we handle this?” |

.60. . Inresponse, the Company Representati‘)es a:;d Siris facilitated the execution éf a
backdated consulting agreement between Individual A;s 'Cmsuitin‘g Firm and Hua Mei.

61. The agreemcﬁt, in an attempt to conceal _the true nature of the services proyided,‘
concerned supposed “strategic consulting sérvicesf’ and stated that Hua Mei would provide the .
Consulting F irﬁ with certain services, including “assisting the pompany in press relf;ases,
conference calls, etc.; éonimunicating with invéstors, accqmpanying investors to visit ﬂle
facilities of the [Consu{ting Firrﬁ"s] clients; and providing other consulting assistance.”

. 62 Despite thé stated services in the consulting agreement, Siris, thrpugh Hua Mei, in
fact received transaction-based feés for raising money for China Yingxia and not for providing

‘consulting services.

63. Intotal, Siris‘in’crod'uced seven investors and $2,150,000 wprth of invesuxients to
China Yingxia through the Augﬁst‘ 2007 PIPE In re@, Hua Mei received i)ayment of
) $107,500, which equaled exactly 5% of the amount of investments Siris introduced to Chiha '
Yingxia. The Consulting Firm paid Hua Mei by check with ;1 mémo line stating “CY)H‘ﬁﬁance .
coinmission” with funds from the August 2007 PIPE. .

64.  No disclosures weré médé to potential or actual iﬁveStom .conce'nﬁng payments to
tl.lé' threev soféalled consultan@, 'inciqding Siﬁs, fof assisting the Company raise mdney through .

its August 2007 PIPE.
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L\ Siris and Hua Mei Maintained Consnilﬁng Reiationships with China Yingxia
'65.  After the August 2007 PIPE closed, Siris continued his éonsulting work with
China Yingxia. Siris also maintained Similar consultingrelationslﬂps with other companies in
which his funds invested. |
66. facilitated by the Company Representatives, Siris, on behalf of Hua Mei, entered
into a third consulting agreement dated July 4, 2007 with an unidentified “China Yingxia
.International Inc., shareholder” for a term of 12 months. Pursuant to this agrqerﬁent, Hua Mei
would receive roughly $4,000 per month for “strategic consulting services,” including assisting
in press ;eleaseé, commumcatmg with inveétors in the privatef plgc':enient, accompanying
i‘nveétors to visit China Yingxia,'and' 'translgtion and other _sewiees. |
67.  Although the tefrri 6f the th1rd ag:cee_meﬁt ran for one year, and payment was not
4 made for the entire lé month term, Siris and Hua Mei provided g;lidance to the Company
"-beyornd the stated term continiﬁng through its demise in March 2009. Indeed,:Siris maintained a
ﬁdﬁcigry or other relationship of trust and confidence relating to the Cbmpany from the time he
~ began work with t,ﬁe Comﬁany unti] it ceaseci operation. |
68.  Siris a;ld Hua Mei péffonned a broad range of services for China Yingxia beyond
tﬁdse listed in any agreement. As part of their Work, Siris re'yiewed China Yingxia’s
' 'Ccvn'nmissiox.lﬁﬁngs, including its quariérly financial statements on F 61%115’ 10-Q. Siris providéd '
comments to one of the Company Representétives,-who drafted the filings on behalf of the
Company.” | | |
69. | Siris’s co_inmeﬁts on Company ﬁlatiers carried conéiderable weight. -For example,
" on November 13, 2007, Siris wrote: . |

I ... would urge everyone to delay the [quarterly earnings] call by a few days-
even the [Form 10- Q} ﬁhng by a day or two- to make sure these are the right
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numbers and that we have a good explanation for them. I would also like to have
a call with management discussing these numbers before the conference call.

70.  One day later, the Company filed thh the Commission a Form 12b-25
Notification of Late Filing for 1ts Form 10-Q. | | B
| 71. | Ih addition to reviewing the Company’s 4Commission ﬁlihgs, Siris provided
| guidance to the Company on key hiring and other business decisions. Siris recommended and
facilitated the hiring 01.? the Company’s CFO in June 2008. Sirié also made feconmlendations for
directOr positions, and the Company Representatives vetted and cleared candidates through Siris.
. Further, Sms had multlple conference calls or commumcenons with the Company s CEO,
. .mcludmg for the purpose of prov1d1ng adee on how the Company should best present itself to
i the public.
| 7-2. While Siris generally disclosed the existence of Hua Mei’s coneultmg
relétionships to inyesto'rs in his funds, without typioally identifying 'the opeci'ﬁc companies he
: | worked for, only eome o'f the “consulting” services ﬁat Hua Mei orovided were disclosed to
| ' investors. Various materials given to investors inoicateo that Hua Mei helped find additional
' ihvestors, and provided inyeetor'relations, investment bahkihg, and ris'k.menage'ment and
'co;porate gov'emahce services.. Hoa'Mei failed to disclose; hoyvever, that it provided-drafting :
~ assistance for press releases and Commission ﬁlinge, @slation seryicee, management |
.I;reparation in adyanee of conference calls, and officer recorhmendotions. ' |
’VI. Siris Repeatedly Engaged in Insider Trading in China Ying;zia Stock |
73. During the relevant period, Siris owed a ﬁdueiary duty to China Vingxia and its
shareholders due to, among other things, his consultmg relationship and course of dealmgs with
the Company Sms had access to China Yingxia’s matenal nonapubhc information, such as the _

Company s financial picture, key hmng decmons, and operational matters. In violation of ﬂus
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- duty, Siris repeatedly traded the securities of China Yingxia while in possession of material, non-
public information. |
74.  Siris knew that he could not trade Clﬁna Yingxia while in possession of material,
non-puBlic information. Fof insta.ncé, as part of his work for a New York-based publication, in
addition to writing about cohlpalﬁes in which his ﬁincis invested, including China Yingxia, Siris
authored several articles concerning the pitfalls of igsider trading.
75. F uriher, Siris once advised Individual B not to share certéin infonﬁation with an
. investor conceining thc CFO hiring decision for Chipa Yingxia — which infbnnation was
regularly prdvided to Siﬁs _ absent a non-disclosure 5g‘reement to avoid “the risk of p&sing on
“inside information.” ' _ _
76.  After China Ymgx1a eventually retamed a CF O in June 2008, based on Siris’s
recomrﬁendatlon the CFO frequently sought Siris’s input on Company matters.
77.  The CFO understood Siris to be an advisor to the Company. At one pointin late
2608; the CFO asiced Siris whether he wanted to review a draft of the cur‘reﬁt Form 10-Q before
it was filed with the Commission. The CFO did this because he understood frohi the Company
* Representatives thai Siris had signed. a-non—dfscloéure 'agreemént with thé Compariy. .
78 Chma Yingxia, through its management and the Company Representatlves, kept
‘Siris mtlmately mformed about Company matters Indeed, Siris was copied on numerous '
3 conﬁdentlal, internal Company emiails from 2007 through 2009.
79. By mid-February 2009, 'various iésue's began to reexherge cdrjlceming‘suspected
ﬂlegai fundraising acﬁvit}" by thé CEO. Allegations conceminé thé CEO had previoﬁsiy been
identified by one of Siris’s analysts in July 2608. lB.y early 2009, thé CEO had rep‘orfe,dly gone |

into hiding as Chinese nationals she had taken “loans” from started to demand repayment. Due
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to his relatioﬁship with tﬁe Comp‘ény, the CEO peréonally; wrote Siris a letter, dated February 17,
2009, which was translated fm?n Chinese to English roughly a aay or two later.
| 80. ‘ _Thé CEO wrote to Siris: “I would like to tell you the truth about current rumor

| and the éunent situation' .. . .” The CEO then disclosed to Siris the illegal fundraising, and
“some drastxc behavior” by Chinese nationals that caused business disruptionns, preventing
employees from géing to work. The CEO ended her letter to Siris asking for his advice and
reconunendétion.‘ _ | |

| 81. - From the_CEO’s letter, Siris had pqssession of matérial, non—publié infoﬁnation
_directly from the CEO co"nﬁmﬁng her illegal 'a(':tivities and the status of the Compény’s -
o?erations. At ﬂﬁs point in ﬁme,' Chma Yingxi_a'had not made any.public disciosurc or
: disseminated information to ifwéstors in t‘ﬁe U.s. yia any press release consistent with the

Company’s typical practice. '

: 82.' Sms nevertheless began to sell shares on February 19, 2009 shortly after recelpt

.~ of the CEO’s personal letter to him. In particular, as set forth in the following chart, from

February 19 through March 2, 2009, Siris sold 628,660 shares of China Yingxia and avoided -
losses of approﬁrhately $130,516.30. (usingj the closing price on March 9, 2009, the first tradmg -
: ﬁay after China Yingxia publicly disclosed its problems in the March 6 press release). During |

' ‘dns ﬁeriod, Siris’s trading accounted for between 34% and 80% of the stock’s volume:

2/19/09 | 75,000 65,000 36 34% $21,775.00
12/23/09 | 140,000 83,000 1.26 64% -$19,505.00
12/24/09 | 730,000 . 120,000 = |24 [34% $25,800.00 -

2/25/09 | 160,000 105,000 20 e1% $20,475.00

2/26/09 | 168,200 117,800 . |21 63% $21,793.00
2/27/09 | 190,000 127,860 18 37% $19,818.30

3/02/09 | 10,000 10,000  ~ |.16 80% | $1,350.00
| Total: 628.660 . - $130,516.30
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83.  Siris received new nrateriai, non-public inforrhatio‘non M.arch 3, 2009. On this
date, Siris learned that China Yingxia planned to issue a press release ihforming the investing
public of problems ‘atAthe Company a]ffec‘cn.ing'r its ability to continue operations, arnong other
rhings. Before this tirne, China Yingxia remarned quiet, Wi_thout issuing any release about the
events surrounding the CEO’s activities or ciosure ofa Companp—owned_facility.

. &4. On March 3, 2009, the CFO. emailed the» Company Representatives, a director,
and Siris staﬁng “many investors are askmg What happened With the company. .Should we issue
a'press release....” Sirrs encouraged the CFOto issuea press release and keep‘shareholde_rs

" informed. Later that day, the .CFO circulated a draft pressreleas'e to the Comparl}'r
Represerrtatives a riireCtor Siris, and snew attorney for the Corupany |
v 85. Siris responded in all-capital letters, “PLEASE REMOVE ME FROM ALL
DISTRIBUTION LISTS.” o
86. This was the ﬁrsr rime Siris asked to be removed from ény internal emails, having .
heen closely involved in the tasks of the Company~'and receiving internal Company |
| communications smce 2007, _:incluri'ing draft press ‘releases,-without any such response.
87..  One day after'notice thet the Company planned to issue a press release, Siris
mcreased the size of his orders to sell. Between recerpt of the draft press release in the late
| afternoon on March 3, 2009 and its 1ssuance on March 6, 2009, Sms sold hundreds of thousands :
of shares. Then, he suddenly stopped all tradmg in China Ymgxra |

88. " Despite his sales from February 19 to March 6, 2009, which represented most of

the sales Sms directed in Chma Ymg)ua throughout his entire relationship w1th the Company,

Su’ls did not trade again from March 6 - when the press release was issued — until almost three

weeks later on March 25, 2009.
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89. | After issuance of the press release China Yingxia’s stock price ultimately -
collapsed gomg from $.08 on March 6 to $.025 on March 9, on increased volume of 607, 484
shares, up from 173,600 shares on March 6 Siris’s trading after first learmng China Ymgxm

planned to issue a press release, set forth below, yielded his funds additional ill—gotten gains of

approximately $41,925.

3 205,000 | 200,0 13 2 .

3/5/09 | 235,000 | 180,000 10 36% | $13,500.00
3/6/09 | 170,000 | 135,000 08 [ 78% $7,425.00
Total: - 515000 | T sm%mso0

- 90.  Siris directed the sales in Chiha Yingxia, while in poésession of material, non- "
public infonhation, from February 19 to March 6, 2005, in'breach of a ﬁduoiary or other |
relaﬁonshlp of trust and confidence. | | | | |

91.  Asaresult of this illegal insider tradmg, Sms s funds obtained ill-gotten gains of

approximately $172,441 30.

VII. Siris Made Various Mlsrepresentatmns and Omitted Material Information In
Communications with His Investors Concerning China Ymgxxa

: 92. , Around the time of Chma Yingxia’s downfall Sms wrote in his monthly letter to
investors, dated March 3, 2009, that the funds encountered a‘ senous ﬁmdamontal problem” w1th
China Yingxia. .

- 93 Siris vvfofe in general terms about the CEO’s iﬂegél' fundraising, but etated there
- “is reason to believe a restmcnm'ng‘cari be achieved” given that China Yihgxia’,s menage;ﬁent
““Is very proxmnent” in China. Further, Siris wrote that
“We have v151ted this company on many 0ccasions.. There is a real business
here, with exceptional products....” Siris continued, however, “[wle are in the

process of taking legal action agamst the company, its management, its Directors,
the investment bankers, the lawyers, and auditors. We beheve the existence of
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these loans, which existed pxi'or to our financing, is.’mater‘ial ... In addition, the
investment banker continued to handle the SEC filings, hired the CFO, and
selected directors. We believe the bankers have significant liability.” (Emphasxs '

added.)

94.  Siris’s statements concerning the investment banker’s role were misleading -
because they did not disciose Siris’s leading role in those ve& same activ'ities.

- 95, Further, Siris omitted from the letter material infbrmatioﬁ concéming his own tole
- as a paid consultant and dealings with China Yingkia, inclﬁding tI;e receipt of stqck for |
supposedly conducting due diliéence on the Company; that Siris himself ‘had aided the Company .
in its Cbﬁnﬁssion filings and playeal a leading role in the éélectipn of the CFO and directors; '
and, further, that he had infOrmatidn concemirig the CEO’s ‘susmcfed ;fllegal conduct'gs early as
’ July 2008? when one of his analysts reported on aivlegatibnsdf éucfx condu'ct. . |
96.  Oneday later on March 4, 2009, Siris sent an email to select investors in China

-Ymgx1a, mcludmg three investors in his Hua Mei Partners fund He wrote among other thmgs _

that:
“Over the past few weeks” we have become concerned about China Yingxia. The
CEO told “us she owes ... about $1.3 million [in loans}. However, we have not
.- ascertained whether this number is correct. Information on a website in Chinese
has indicated the amount could be significantly higher. ... It is ... possible she is
running a Madoff like Ponzi scheme. For all we know, she could have accounted
- for the money as ‘sales’.and ‘earnings.’ ... There is a real business. The question
~.is what are the real numbers?”’ ' -

97. - Sms agam indicated that he wanted to take legal action against Chlna Ymgxm, the -
'inves,tm'ent bankers, the auditors, and “anyone else we can find.” F-urther, Sms Wrote _that: -

The investment bankers are in a particularly vulnerable position ... after raising
money, they continued to work with the company. They actually wrote and filed
the financial documents. They hired the CFO and the consultant. The
consultant is the sister of the auditor. So there are a lot of issues here. -

‘(Emphasis added.)
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§8. Siris again made no mention of his role with the Company’s Commission ﬁiings,
the hiring bf the CFO, prior knowledée of the consultant’s relationship to the auditor, or |
 generally his role with China Yingxia.

- 99. Siris deprived his investors of information concerning his role with thé now-failed
Compény and gave the false and miéléading impression that others. should be sued for the very
conduct in which Siris himself engagéd. |

100. The misrei)resentations and omissiqns in the March 2009'communications were
métefial in that ;easonable investorg, in.making their investment decisions,‘includi‘ng any
decisions to rédeem-, would find ‘it important that Siris had been involyed with China_ Ymgx1a’s
filings and hmng dec131ons among other thmgs |

VIII. Siris and Guerrilla Capltal Engaged in Extensive Insider Trading Before Pubhc A
Announcement of Ten Confidential Deals

101. Siﬁs and Guerrilla Capital engaged in unlawful rinsidér trading in c;onnecﬁon with
ten co_nﬁdential sécﬁrities offerings by sélling or selliﬁg short the issuers’ securities prior to the
" public @omwment of the offerings. |

102. | Upon announéeﬁaen;t of the offerings or deals, the volume of trading in the ‘
issuers’ securitieé incfeaéed considerably, aﬁd the price of the issuers’ secu;’i,ti@s upon
| announcement élinost'ai{;;rays declined significantly given, among Qtﬁér thiz.lg's, thé dilutive effect
| ofthe offerings. | | |

103. Despite agreemg to maintain the offenng mformatlon in confidence and notto
trade on the mformatlon, Siris breached his duty and traded the securities of the issuers from July-
2009 to December 2010. The trades were made while in possession-of matenal, non-public
information concerning the offerings. Siﬁé’s funds generated substantialA ill-gotten gains (profits

'andfér_ losses avoided) of appro’xixﬁately $i,61,213.5 1 as aresult of the illegal trading.
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104.  For the ten offerings, Siris was confidentially soliéited-by phone and brought
“over-the-wall” by four 'diffe;e‘nt placement agents, underwriters, or broker-dealers. (Being ‘
brought “over-the-wall” refers to Siris being given access to maten'al,v non—puBlic confidential
information on a securities offeﬁng afcer agreeing not to tracie while in possession of the |
information.)

105. “Broker-Dealer A” solicited Siris in connection with four offerings. “Broker-
Déaler B solicited Siris in connection with foﬁr offerings. “Broker-Dealer C” and “Broker-
Desler D” each solicited Siris and/or Guerrilla Capital in éonnection with one offering.

106. _ Unde_rWri'ters, placeme#t‘aéents, br’oker-dealers, -and others frequently solicited
Siris and his funds to participate in securitieé offerings involving Chinese _companies,‘ including
PiPEs, registered direct o_rvother confidentially marketed public offerings. (Reg’istefed direct
éfferings and confidentially ﬁmketed public offerings are different fhan traditional_PIPEs; .in
that, thesr bofh involve theno'ffering of shares previously registered under an existing and-
effective registratién statement.) |

.. 107. " 'The ten déals involved wﬁﬁdential solicitations di}ne byA-phone wherein Sms :
:, agreed to go “over_-the—wall” with certain restrictions for a specific peﬁod of timg. In general,
" Siris aéreéd npt to share the iﬁfohnation he ;eceived ‘with aﬁyone nor trade_én the information .
from the time of going ;‘6ver;the-wail” untiIAthe public momceﬁent of the offering or deal.
/ Aﬁé;‘going “ovér—the—wall,” Siris and his funds were génerally privy to information such as the
ﬁame of the issuer doing the déal, anticipated and actual timing fér .closing, tﬁe book or lisi of
. investors involved in'the oi"ferihéb anticii)ated' a.nd actual pricing, and updates on other pé.rticulais
" of the deals. Siris was-also generally given the opportunity to meet with managemeﬁt- for the

- various companies, which he did on at least one occasion.
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a. Sms and Guerrilla Capital Engaged in
Insider Trading on Four Deals Involvmg Broker—])ealer A

108.  In March 2005, Siris executed a-Master Acknowledgement Agreement with
Brdker-béaler A proﬁdin‘g, among other things, that receipt of confidential informatién “will
restrict [Siris’s] ability to trade in ... the Issuer.”.

109. On July 2, 2009, Broker-Dealer A confidentially solicited Siris by phone and
- brought him “over-the-wall” éonceming a register’ed‘ direct or confidentially marketea public
‘offeribng for éhina’ Green Agriculture, Iﬁc. (“China Green”). Consistent with the practice of the

salesperson that §olicited Siris on many of the Broker—Deélér A offerings,‘he info‘rmed Siris~_ that .
, Broi{er-Dealer A was wofldng ona cbnﬁdential transéction and, if disclosed, Siris would be
“restricted” in that issuef’s name. The réstridioﬁs would iﬁclude ﬁo trading in the 'issuer’s
securmes and no discussion of the transaction with others until the deal was pubhcly announced.
110. Afcer obtaining Sms s oral agreement to be restricted, Broker—Dealer A shared the
name of the issuer domg the deal, Chma Green, and then sent Sms a conﬁrmatory emaﬂ statmg
_ The existence of the proposed transaction by China Green Agriculture, Inc is

. highly confidential. Your firm has agreed to maintain in confidence the '

- "Confidential Information, and ... You and any other representatives of your firm

* to whom the Confidential Information has been disclosed further agreed not to

" transact in the securities of China Green Agriculture, Inc . until such time the
Conﬁdent1a1 Informauon is publicly announced. , .

111. Days after bemg restricted, on July 16 and 17, 2009 Sms used the mformatlon be
| received and dnected sales of a total of 39,200 shares of China Green. -
1 12.4 The offering was publicly announced on July 21, 2009, and the stock pnce
sigzﬁﬁdanﬂy declined following the announcement. Siris’s funds participated in'the _focring,
' buyiz_lg shares at a discount to the market pri‘cé. '

| 113.  Siris’s funds made ill-gotten gains of approximately $25,621.98.
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114. .Having réceive‘d mateﬁal, non;public information concerning China Green after
expféssly agréeing to maintain that information in confidence aﬁd not to trade on it or discuss it
: vﬁth others, Siris and Guerrilla Capital ox;ved a ﬁduciafy or other du;cy of trust or confidence to
‘. China Green and/or its agents.
115. Siris and Guerrilla Capital breaéhed thét duty of @t or clonﬁdence by trading
while in poésess_ion of material, non-public informatioﬁ relaﬁﬁg to the Chiné. Green deal.
116. The'sgme salesperson at Broi(er-Dealer A sélicited Siris fo? three other foéringé
‘and féllowed the same proc‘:edureAas described gbove; including obtaining—én expres;s oral
_agreement from Siris and therééﬁer sending Siris written confirmations. .l
1 17.‘ On Jul)_"ZO, 2009, Br’oker-Dealer A confidentially solicit¢d énd br_oughi Siris
“over—_the—wall"’ concérnir;g a registered direct or coriﬁdenfially marketed public offering for
- Harbin Elécuic; Inc. Siris directed sales of 6,900 shares on July 21, 22, and 24, 2009. The .
| offering was publicly a_nnouncéd on July 30, 2009. Siris’s funds participated in the offering,
bﬁying share_s at a discount to the; rrﬁarkét price. One of Siris’s funds ﬁade ill-gotten gains of
" approximately $5,639.39. | | | | -
41 18. On December 9, 2009, Broker-Dealer-A cqnﬁdential‘ly- solioitédSiris, and Srought
‘ him “over-the~wa’ll"’4co'ncem'ing’ a regiétered direct or conﬁdeﬁtially marketed public dffeﬁng for.
-Yongye Intemé;tional, Inc. at 10:55 am EST Minutes after soliéitation, Siris directed sales of
- 121,900 shares. The offering was publicly announced on December 17, 2009. Siris’s funds
‘, participated in the offering; buying shares at a discount to the markgt ,p.rice. S‘iris’s fun& made |
ill-gotten gains of approxi;hately- $32,258 70. | |
119. OnFebruary 10, 2010, Broker—l.)ealer‘A,conﬁdentially'solicited Siris and brought

' him “over-the-wall” concerning a registered direct or conﬁdénﬁally marketed public offering for -

26



Sutor Technology Group, Ltd. From'Februéry 11, 2010 through March 4, 2010, Siris directed
sales of 157,233 shares. The offering was publicly announced on March 5, 2010. Siris’s funds
made ill-gotten gains of approximately $46,000.

b. Siris and Guerrilla Capital Engaged in
- Imsider Trading on Four Deals Involving Broker-Dealer B

120.  Broker-Dealer B solicited Siﬁs in connection with four offerings. Broker-

Dealer B generally only verbally brought potential i_nvestsrs “ojver—the‘-wall” via telephone
conversations and did not send written conﬁrmstions of the releva_n{ trading fesnictions. ‘Forone
deal, hbwéver, BrOker—Dealér B also sent a confirmatory exsail to which Siris responded aﬁd
sonﬁnr;ed the restrictions in wntmg |

' 121. '.On December 4, 2009, Brsker-Dealer B confidentially solicited Siris and bfought
him “over-the—wail” concerning a PIPE for ‘G'rulf Rssources, Inc. On December 9 and 10, 2009,
-Siris dlrected short sales of 18,100 shares On December 11, 2009, the offering was pubhcly
announced. Sms S funds participated in the offenng, buying shares at a dlscount to the market

pnce Sms s funds made ill-gotten gams of approximately $10,439.36.
. 122; On December 7, 2009 Broker-Dealer B confidentially sohclted Slns and brought

him “over-the-wall” _concermng a rgglstered direct or conﬁdentlall.y marketed pubhc offering .for '
; Uﬁiversal Travel Grdup, Inc. On Des‘erriber 9 and 10, 200_9., Siﬁs directed shoﬁ sales and saies
. 0f 7,300 sharés.« The offering was p'ublicly announced. on Dece;riber 10, 2009, after Siris’s sgl_es
at issue. Siris’s funds participated in the offen'ng,_ bﬁying shares at a discount to the mar'ket -
price. Siris’s funds made ill-gotfen gains of approximately $9,882.30. |

123 On February 1, 2010, Broker-Dealer B confidentially solicited Siris and brought
him “over-the-wall” concerniﬁg a regist,e:ed akest or conﬁdentially rsérkcted public offering for

Puda Coal, Inc. (“Puda Coal”). On February 4 and 11, 2010, Siris directed short sales of 6,000
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-shares. The offering was publicly .armdunce,d on Feb'fuary 12, 2010. Siris’s funds participated in
‘ the offering, buying shares at a discount to the market price. Siris’s funds _maeie ill-gotten gains
of approximately $1,440 on the February 4 sales (the February 11 sales also ';riolated Rule 105 of
Regulation M, aad are discussed below). |
124.  On November23, éO 10, Broker-Dealer B again conﬁdentiallf solicited Siris and
brought hifn “over-the-wall” concerning a registered direct or confidentially marketed public
: offering for Puda Coal. Broker—Dealef B seﬁtVSiris a confumatory email for this deal, which
Sms responded to confirming the various restrictions, including that he would not “engage in
_market transactions relating to Puda Coal secmitles or effect any other transactions in such ;
| securities until 9:30 am E[S]T on December 8%, 2010 (By which time such Confidential
. " Information shall have been publicly diselosed-'. ..).” On Decembef 7, 2010, Siris directed sales
,ef 3,900 shares of Puda Coal. The offering was 'publiel'y announced on December 8, 2010
Siris’s funds part101pated in the offermg, buymg shares ata dlscount to the market price. Siris’s
funds made 111»gotten gains of approxmlately $13,102. 98 | o

¢. Siris and Guerrllla Capltal Engaged in
Insider Trading in One Deal Involvmg Broker-Dealer C

125. - On April 28, 2010, Broker—_Dealer'C conﬁdentlally sohc1ted Siris erally and in a,'

' .eonﬁrmatory emall and brought him “over- the-wall” concemmg a reglstered dlrect or

j conﬁdentlally marketed public. oﬁ“ermg for Chma Agritech, Inc. At 9 47 am EST whlch was
within two minutes of the emaﬂ transnussmn from Broker-Dealer Cat9:45 am EST confirming |
restnctlons Sms began dlrectmg short sales which totaled 4,800 shares. The offering was
pubhcly announced later that same day, at'6:30 pm EST Siris’s funds partlmpated in the |

offenng, buying shares at a discount to the market pnce Sms s ﬁmds made 111—gotten gams of

approximately $8,448.
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d. Siris and Guerrilla Capital Engaged in _
Insider Trading on One Deal Involving Broker-Dealer D

126.  On July 30,2010, Berer—DeaIer D cbnﬁdentiaily solicited Guerrilla Capital -
érally and in a confirmatory email and brought it “‘over~the—wall” concerning a registered direct
. or confidentially marketed public offering for HQS Sustainable Maritime Induétries, Inc. |
'Brol.(er-DeaIer D senthu-errilla Capi;cal an email stating “[p}leésé be aware that yéu have
received certain material, non—pﬁblic information ... we hereby confirm your a‘gre'emcnt to treat.
aé conﬁdenﬁal the Information ... apd not to use the Informétién ... or trade oﬁ it.” On August
6, 2010, Siris directed sales of 6,000 shares. The offeriné was pﬁ_blicly announced on Aungust 10,
2010. Siris’s funds made ilx-gotteﬁ gains of approximately $8,380.80. | o '
127. -Siris directed trades in the ten issuers identiﬁéd hereig as allegéd above with
knowledge of the impénding offeriﬁg announceinents, after expressly agreeing io trading
restriotions that he intentionally or recklessly disregarded.
IX.  Siris Made Materially Fglse R.ep'resentaﬁ‘onshin a Séc;xriﬁes Purchase Agreement
128. In connection with at 1cast one secﬁrities oﬁ"er_ing,' Siris made materially ‘false
, repr‘_eséntati'ons to Universal Travel to inciuce the iséuér to sell its securities to Siris’s funds.}
'.l 29.  Broker-Dealer B c’onﬁdeﬁtially solicitéd and broﬁght Siris "‘ovér'-.the-—x.;val'l” no
| . l'ate} than December 7,2009. At such time, Siris agreed to be restricfed from, amoﬁg other -
B things, trading the secﬁritieé of Uniyersal Ifraizei until‘p.ublic annoﬁncerﬁer;t of the offering.
130. Two days after going f‘over-the-wdl,” on becember 9, 2009, Siris directed short
 sales of 7,000 shaies of Universal Travel. AOn thé _aftemobn of December 9, Sixis Signed a
securities purchase agreement (“SPA”), wfiich stated: | | | '
rThe Investor [Siris] represents that since the date on which the Placehz-ent Agent

[irst contacted such Investor about the Offering [December 7, 2009), Investor has
not engaged in any purchases or sales of the securities of the Company '
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(including, without limitation, any Short Sales (as defined below) involving the
Company’s securities. Each Investor covenants that it will not engage in any
purchases or sales of the securities of the Company (including Short Sales) prior to
the time the transactions contemplated by this Agreement are publicly dzsclosed.

(Empbhasis added.)
131.  The following morning after signing the SPA, on December 10, 2009, Siris

directed additional sales of 300 shares of Universal Travel before the public announcement of the
' offering. | l 4
132. Inall, Siris directed short sales and/or salés of 7,300 shares for ill«éotten ga&ns of
approximately $9,882.30 (as described above in § VIILb:), after beihg contacfed about the
offéfing a.n,d in advance of its public announ(;ement. Siris’é funds palticipéted in the Deéember
2009 offeﬁng for Universal Travel. o
13'3. Sms knowingly or recklessly made and disregarded the repregentatiqns made to
" Universal Travel as he directed trades in Universél Travel, inél,uding short sales, contrary ‘té thé '
’ representatmns made in the SPA. | A

" . X.  Siris Violated Rule 105 of Regulatlon M

134. Smce October 9,.2007, Rule 105 of Regulation M proh1b1ts any person who made
| a short sale during the restricted period, generally the five busmess days before pricing of a
h ‘sccurmes offering, from purchasmg any securities of that issuer in a follow-on and/or secondary
offe;mg done on a-ﬁrm commitment basis. | »
A 135.  Siris directed trades m the ﬁve»déy resuicfed period in violation of Rul; 165 in
cbnnection with at Ieastvt\‘z./o follow-on offerings done on a firm commitment ﬁasis: Smartheat,

Inc. (“Smartheat”) and Puda Coal.
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a. Smartheat, Inc.

136.  On September 18, 2009, Siris, for his funds, pﬁrchased 50,000 shares of
Smartheét"at $9.00 per share in-a publicly marketed firm commitment follow—on‘offering.
Durmg the five business. days before pricing of this offering, which occurred after the close of
the market on September 17,2009, Sms s funds sold short 25 OOO shares of Smartheat at prices
between $9.91 and $10 per share. In violation of Rule 105, Siris’s funds realized a proﬁt of
épproximately $24,247.50 from the illicit trading, and $73,5’00, from ;‘overagef’ shares, consisting
of the 25,000 shares not sold short during the restricted period but purcldaséd in the offering.

b. Puda Coal, Inc. | |

137.  On February 12, 2010, Siris, for his funds, purchased 180,000 shares of Puda Coal - B
at $4.75 oer sld_are in a confidentially marketed firm comnritmenr follow-on offerirrg. Puda '
~ Coal’s underwriter, Broker—Dealer.B oorrﬁdentially solicited and brouéht Siris “orer-the-wau”
in connection with the offenng on February 1, 2010 Although Siris’s funds sold short a total of
6, OOO shares in the days leadmg up to the announcement and after bemg brought over—the-wall-”
on February 1, 2010, dunng the five busmess days before pricing of this offenng, which
-occurred before the market opened on February 12, 2010, Siris’s funds sold short 3,600 shares of ' E
Puda Coal at $5.68 per share. In violation of Rule 105, Sms s funds reahzed a profit of
approxnnately $3,34Q.08 from the illicit trading (this conduct also constxtuted 1llegal insider -
.- tradirlg; however, disgorgement of such ill-gotten gairls are included here), and $26,100.from

“overage” shares purchased in the Offering;
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CLAIMS FOR RELIEF

FIRST CLAIM FOR RELIEF
Violations of Section 10(b) of the Exchange Act and Rule 10b-5 Thereunder
- (Against Siris and Guerrilla Capital)

138. Paragrapﬁs 1 thfough 137 are realleged and incorporated by reference as thpugh
fully set forth herein. ‘ |

139. Deféndants‘Siﬁs' and Guerrilla Capital prchased and sold securities of iésuers, while
' in poséeséion .of material, non-public infornriation, in breach of a duty or relationship of trust and/or |
con,ﬁdénce that was owed directly, indireé,tly, or cierivatively, .tc; the sources of the material, non-
public information. Defendants Siris and Guerﬁlla Capital breached duties of trust and/or |
. conﬁdcnce established by agreement, by hlstory, pattem, or practlce of sharing conﬁdences and by
‘ the sensitive nature of the professmnal serv1ces rendered. Defendant Siris also knowingly or
regklessly made material mlsrepres_entatlons mm respept to tradmg 1-n connection with the purchase
of Universal Travel securities{ | |

140.  Defendants Siris and Guérrilla Capital, directly or iridireéﬂyﬂ with’scientér, by use
of the méans or insufqméntalities of interstate commerce, or by use of the_maﬂs, or of any facilify ‘
of any national securities exchange, m conﬁeétion vs./ith the i)ufchase' or sale of securities: | |
'(a') émployed devices, schemes, or e;rtiﬁces to défraud; .(bj made untrué 'statemcﬁts of matérial fgct
or omitted to state material faéts neéeésary. in order to make the statemeﬁts méde, in the light of .
. the circx_lmstahces under which &ey were made, not miéleadiﬁg; or (c) engaged in écts, practi,.ces,
or courses of business which operated or would oi)erate as a fraud or deceit.

141. Byreason of the foregoing, defendants Siris and Guerrilla Capltal violated, and

. unless enjoined will agam violate, Section IO(b) of the Exchange Act [15 USC. § 78](b)] and Rule

10b-5[17 C.F .R. § 240.10b-5] thereunder.
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~ SECOND CLAIM FOR RELIEF
Violations of Section 17(a) of the Securities Act
(Against Siris and Guerrilla Capital)
142. i’aragraphs 1 through 137 are reallegéd and incorporated by reference as though
:fully set forth herein. | - |
| 143. Defendants Siﬁs and Guerrilla Capital sold securities of issuers, while in
possession of materiai, non—pﬁblic information, in breach of a duty 6r relationship bf trust and/or
' confidence that was owed directly, indirécﬁy, or derivatively, to the sources of the material, non-
public information. Defendants Siris and Gdenilla' Capital breéch‘ed duties of trust and/or
conﬁdencé estébliéhed by agreement, by lﬁétbry, pattern, or pmcﬁce bf sharing conﬁdences, af;d by
| the sensitive naﬁz‘re of the professionals.ervices rendered. | )
. 144, Defendants Siris and Guerrilla Capital, d;rectly or indirec_tly, With scienter, by use
of the means or instruments of transportation or communication in interstate -commerce §r by. usé
" of the mails, in the offer or salﬁebf 'secuﬁties: (1) employed devices, schemes, or artifices to
déﬁaud; (2) obtained money or property by means of untrue statcments of material fact or
’ omissions to stafe material facts necessary in order to rr,iake the statements x'na&e, in the light of
the ci;cuzﬁstanqes uqder which they were Iﬁade, not misleading; or (3) éngéged in transactions,
_pvractices?or courses of businéss which'Operated or woﬁld 6perate as a fraud or decéit. |
145. ' By reason of the: foregoing, defendants Siris and Guerrilla Capital have ‘v.iol.ated,

" and unless enjoined will again violate, Section 17(a) of the Securities Act [15', U.S.C. § 77q(a)].
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THIRD CLAIM FOR RELIEF
Violation of Sectlon 206(4) of the Advisers Act and Rule 206(4)-8 Thereunder
‘(Against Siris) :
146.  Paragraphs 1 through 137 are realleged and incorporated as though fully'set‘ forth
flerein. . ' | |
_ 147. - Atall relevant times, Siris operated-as an investment adviser as defined by Section
202(a)( l'i) of the Ad'visers'Act [15 U.S.é. § 80b-2(a)(11)], and served in that capacity ﬁth respect
to his clients and investo.rs, B | /
_1487 Defendaet Siris, while acting as an inVes&nent adviser to pooled investment
, ‘(/ehjcles, by use vof. the mails or ahy means or instramentalities ef interstate eommerce, directly or
indirectly, made untrue stateﬁlente of material fact or omitted Vto.s'taie a-materi,al fact necessary to |
. make ihe statemerits made, in light of the circumstances under which they were made, not .
B _nl-ieleading,,,to an .in\./ester or prospectiw)e investor in the pooled _inveétment thicles or o'thexwise
engaged in.'acte, practices, or courses of business that are ﬁaudlﬁent' decepti've,- ,Orvmanipuletive with
' reepeef to an investor er prospective investor in the peoled investment vehicles.~
149. By reason o‘ffhe foregoing, defendant Siris violated; and unless ehj eined' will egain
violate, Section 206(4) of the Advisers Act [15 U.S.C. § 80b-6(4)} arAxd Rule 206(4)-8 t,hereunder
" [17CER§ 275.206(4)-8). o
| FOURTH CLAIM FOR RELIEF
Vlolatlon of Rule 105 of Regulation M of the Exchange Act
(Against Siris and Guerrilla Cap1ta1)
‘ 150. Paragraphs 1 through 137 are realleged and mcorporated by reference as though
fully set forth herein.

15 1 . Inconnection w1th two oﬁenngs of securities for cash pursuant to a registration

' statement filed under the Secuntles Act, defendants Siris and Guemlla Capltal on behalf of Siris’s
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i ﬁmds,‘direot'ed short sales of securities that were the subject of offérings of equity securities for cash
pursuaﬁt toa regi;tzation statemént ora notification on Form-1-A or Form 1-E filed under the
Securities Act during the Rule 105 restricted: pen'od, and purchased the offered socurities from an
underwriter or broker or dealer pmﬁciﬁating in the offering.

152. By' reason of the foregoing, defendants Siris and Guerrilla Capital violated, and
unless enjoinod wﬁl again violate, Rule 105 of Regulation M [17 C.F.R. § 242.105]. |

FIFTH CLAIM FOR RELIEF '
: Vlolatmn of Section 15(a) of the Exchange Act
(Agamst Sms)

153. Paragraphs 1 through 137 are realleged and mcorporated as though fully set forth
herein. .

'154; ‘Defendant Siris, by use of the mails or any means or instrumentality of interstate
_' comm&ce, ei‘fected.transactionS in, or induced or attempted to induce the purchase or sale of,
securities when he was no_t registefed with the Commission as a .broker or dealer or associat_ed with
an e'ntity‘ registerod thh the Commjséion asa broker or dealef.

155. By reason of the foregoing, defendant Siris violated, and unless enjoined \&ill agam :
yiolate, Seotioo 15(a) of the Exchange Act[15 U.S.C. § 780(a)]. '

' SIXTH CLAIM FOR RELIEF
Violations of Section 5(a) and 5(c) of the Securities Act
(Agamst Siris and Hua Mei)

156. Paragraphs 1 through 137 are realleged and incorporated as though fully set forth
herein. -

157. 'D:éfendants Siris aﬁd Hua Mei, from August 14, 2007 to Noveml?er iS, 2007,

directiy or indirectly, made use of the means or instruments of transportation or communication
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in interstate commerce or of the mails, to sell Securities without a registration statement being in
effectasto those securities.
158. By reason of the foregoing, defendants Siris and Hua Mei viola"t_ed, and u;lless
enjoined will again violate, Sections 5(a) and-5(c) of the Securities Act [15 U.S.C. § 77¢(a)
and (0)]. | |
PRAYER FOR RELIEF
_ WHEREFORE, the Commission ;éspectﬁxlly'.requests tilat this Court eoter a Final
Judgment: |
| (@ Permanenﬂy enjoining defendants Siris and Guerlela-Capitgl from violating
“ Section 10(b) of the Exchangé Act [15 US.C. § 78j(b)] and Rule 10b-5 [17 CFR. § 240.10b-5]
_thereunder, Section 17(&} of the Securities Act [15 U.S.C. § 77q(a)], and Rule 105 of Regulation
M[17CFR.§ 242.105]'; defendants Siﬁ_s and Hua Mei fron; violating Sections.5(a) and (c) of
the Securities Act [15 U.S.C. § 77e(a) and (c)]; and defendant Siris from yiolating.Sectioo?
206(4) of the Adviéers Act [15U.S.C. § 80b-6(4)] and Rule 206(4)—8kﬂ1ereunder [17 CFR.
§ 275.206(4)-8], and Seotion 15(a) of ‘the Excﬁaoge Act‘-[15 Us.C. § 780(a)]; |
| '(b)  Ordering Deféndaots? jointly and soVerally, to pay disgorgeroeht, together with ' '.
. vpr'ejudgm:ent interesf; ‘ | | | | |
| C(c) Or&e_ring dofendant Siris to pay civil pooalties under Sections 21(d)(3)‘and 21A of
the Excho.nge Act[15U.8.C. §§ 7_8‘u(d)(3) and 78u-1], Section 20(d) of the Securities Act [1.5. »
U.S.C. § 77t(d)], and Section 209(e) of tho Advisors Act[15 USC § 80-b(9)(e)] for violations
of the federal securities Iaofs;-and ‘

(@ Granting any additional relief the Court. deems juét, appropriate, or necessary.
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- Dated: New York, New York |
July 30, 2012

@\WQQT/

 Andrew M. Calamari
Acting Regional Director
Attorney for Plaintiff
- SECURITIES AND EXCHANGE COMMISSION
New York Regional Office
3 World Financial Center, Suite 400
‘New York, New York 10281
(212) 336-1100 '
CalamariA@sec.gov

Of Counsel:

" Celeste A. Chase (ChaseC@sec. ,qov)

- Paul G. Gizzi (GizziP@sec.gov)

Eduardo A. Santiago-Acevedo (SantiagoE@sec.gov).

- Osman E. Nawaz (NawazO@sec.gov) (Not Admitted in New York)
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DOCUMENT
ELECTRONICALLY FILED

UNITED STATES DISTRICT COURT DOC #:
SOUTHERN DISTRICT OF NEW YORK .
DATE FILED:
SECURITIES AND EXCHANGE COMMISSION,  : .
Cot | 2 Cav - <L O
Plaintift, : '
-against- %?//L/} £y)
PETER SIRIS, : )
GUERRILLA CAPITAL MANAGEMENT, LLC, :
and :
HUA MEI 21 CENTURY, LLC, :
Defendants. :

FINAL JUDGMENT AS TO DEFENDANTS PETER SIRIS, GUERRITLA CAPITAL
Al NT. L A ME] 21 Y, LLC
The Securities snd Exchange Commission having filed a Complaint and Defendants Peter
Siris (“Siris”), Guerrilla Capital Management, LL.C (“Guerrilla Capital”), and Hua Mei 2
Century, LLC (*Hua Mei”) (“Defendants™), having entered a general appearance; consented to
the Coust’s jurisdiction over Defendants and the subject matter of this action; consented to entry
of this Final Judgment without admitting or denying the allegations of the Complaint (except as
to jurisdiction); waived- findings of fact and concliisions of law; and waived any right to appeal
from this Final Judgment: .
L
IT IS HEREBY ORDERED, ADJUDGED, AND DECREED that defendants Siris and
. Guerrilla Capital and their agents, servants, employees, attorneys, and all persons in active
concert or participation with them who receive actual notice of this Final Judgment by personal
service or omerw’ysa are permanently restrained and enjoined from violating, directly or ‘
indirectly, Section 10(b) of the Securities Exchange Act of 1934 (the “Exchange Act”) {15
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U.S.C. § 78j(b)] and Rule 10b-5 promulgated thereunder [17 C.F.R. § 240.10b-5, by using any
means or instrumentality of intersiate commerce, or of the mails, or of any facility of any
national securities exchange, in connection with the purchase or sale of any secunty

(a) toemploy any device, scheme, or artifice to defraud;

()  tomake any untrue statement of a material fact or to omit to state a material fact
necessary m order to make the statements made, in the light of the circumstances
under which they were made, not misleading; or

{c)  toengage in any act, practice, or course of business which operates or would
operate as a fraud or deceit upon any person.

.

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that defendants
Siris and Guerrilla Capital and their agents, servants, employees, atomeys, and all persons in
sctive concert or participation with them who receive sctual notice of this Final Judgment by
personal service or otherwise are permanently restrained and enjoined from violating Section
17(a) of the Securiﬁ'es Act of 1933 (thé “Securities Act™) [15 US.C. § 77q(a}] in the offer or sale
of any security by the use of any means or ins&tments of wansportation or communication in
interstate commerce or by use of the mails, directly or indirectly:

(a)  to employ any device, scheme, or artifice to defraud;

{b) 1o obtain money or property by means of any untrue statement of a material fact
or any omission of a material fact necegsary in order to make the statements
made, in light of the circumstances under which they were made, not misleading;

or



(c)  toengage in any transaction, practice, or course of business which operates or
would operate as a frand or deceit upon the purchaser.
o

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that defendant
Siris and his agents, servants, employees, attomeys, and all persons in active concert or
participation with him who receives actual notice of this Final Judgment by personal service or
otherwise are permanently restrained and enjoined from violating Section 206(4) of the Advisers
Act[15 U.S.C. § 80b-6(4)] and Rule 206(4)-8 thereunder {17 C.F.R. § 275.206(4)-8], while
acting as an investment adviser to any pooled investment vehicle, by use of the mails or any
means or instrumentalities of interstate commerce, directly or indirectly, to employ any device,
scheme, or antifice to defraud any client or prospective client, to make any untrue statement of a
material fact or to omit to state a material fact necessary to make the statements made, in light of
the circumstances under which they were made, not misleading, to any investor or prospective
investor in the pooled inywtmcm vehicle, or otherwise engage in any act, practice, or course of
business that is fraudulent, deceptive, or manipulative with respect to any iﬁv&mr or prospective
investor in the pooled investment vehicle.

1v,

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that defendants
Siris and Guerrilla Capital and their agents, servaats, employees, attomeys, and all persons in
active concert or participation with them who receive actual notice of this Final Judgment by
personal service or otherwise are permanently restrained and enjoined from violating Rule 105 of
Regulation M {17 CF.R. § 242.105] 1o sell short any security that is the subject of an offering of

equity securities for cash pursuant 10 a registration statement or a notification on Form 1-A or Form
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1-E filed under the Securities Act, and purchase the offered security from an wnderwriter or broker
or dealer participating in the offering if such short sale was effected during the Rule 105 restricted
period.
V.

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that defendant
Siris and his agents, servants, employees, attorneys, and all persons in active concert or
participation with him who receives actual notice of this F inal Judgment by personal service or
otherwise are permanently restrained and enjoined from violating Section 15(a) of the Exchange
Act [15 U.S.C. § 780(a)] to make use of the mails or any means or instrumentality of interstate
commerce to effect transactions in, or to induce or attempt to induce the purchase or sale of} any
security unless such broker or dealer is registered with the Commission as such or associated
with an entity registered with the Commission as a broker or dealer.

VL

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that defendants
Siris and Hua Mei and their agents, servants, employees, attorneys, and all persons in active
concert or participation with them who receive actual notice of this Final Judgment by personal
service or otherwise are permanently restrained and enjoined from violating Section 5 of the
Securities Act [15 U.S.C. § 77¢] by, directly or indirectly, in the absence of any applicable
exemnption: '

(@  Unless a registration statement i3 ifl effect s to a security, making use of any

means or instrumeats of transportation or communication in interstate commerce
or of the mails to sell such security through the use or medjum of any prospectus

or otherwise;
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(b) Unlessa reglstrauon statement is in effect 2510 a security, carrymg or causing to
be carried through the mails or in interstate commerce, by any means or '
instruments of transportation, any such security for the purpose of sale or for
delivery after sale; or '

()  Making use of any means or instruments of transportation or communication in
interstate commerce or of the mails to offer to sell or offer to buy through the use
or medium of any prospecﬁxs or otherwise any security, unless a registration
statement has been filed with the Commission as to such security, or while the
registration statement is the subject of a refusal order or stop order or (prior to the
effective date of the registration statement) any public pmceeding or examination
under Section 8 of the Securities Act [15 U.S.C. § 77h].

VI

1T 1S HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that
Defendants are linble on a joint and several basis for disgorgement of $592,942.39, representing
profits gained and/or losses avoided as a result of the conduct alleged in the Complaint, together
with prejudgment interest thereon in the amount of $70,488.83. Defendants shail satisfy this
obligation by paying $663,431.22, as provided in and pursuant to the terms of the payment
schedule set forth in paragraph IX below after entry of this Final Judgment.

, m _

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that defendant Siris shall
pay a civil penalty in the amount of $464,011.93 to the Securities and Exchange Commission
pursuant to Sections 21(d)(3) and 21 A of the Exchange Act [15 U.S.C. §§ 78u(d)}(3) and 78u-1),
Section 20(d) of the Securities Act [15 U.S.C. § 77t(d)], and Section 209{c) of the Advisers Act



{15U.8.C. § 80-b{9)(e)]. Defendant Siris shall make this payment as provided in and pursuant to
the terms of the payment schedule set forth in paragraph IX below after entry of this Final
Judénent

IX.

Defendants Peter Siris, Guerrilla Capital Management, LLC, and Hua Méi 21* Century,
LLC shall pay the total of disgorgement and prejudgment interest, and penalty (to be paid by
Peter Siris) due of $1,127,443.15 in two instaliments to the Commission according to the
following schedule: (1) $400,000.00, within 14 days of entry of this Final Judgment; and
(2) $727,443.15, within 90 days of entry of this Final Judgment.

Defendants may transmit payment electronically to the Commission, which will provide
detailed ACH transfer/Fedwire instructions upon request. Payment may also be made direetly
from & bank account via Pay.gov through the SEC website at
hitp://www.sec.gov/ghout/offices/ofm.htm. Defendants may also pay by certified check, bank
cashier’s check, or United States postal money order payable to the Securities and Exchange
Commission, which shall be delivered or mailed to

Enterprise Services Center

Accounts Receivable Branch

6500 South MacArthur Boulevard

Oklahoma City, OK 73169
and shall be accompanied by a letter identifying the case title, civil action number, and name of
this Court; Peter Siris, Guerrilla Capital Management, LLC, and Hua Mei 21% Century, LLC &s
defendants in this action; and specifying that payment is made pursuant to this anal Judgment.

Defendants shall simultaneously transmit photocopies of evidence of payment and case
identifying information to the Commission’s coun'se! in this action. By making this payment,
Defendants relinquish al] legal and equitable right, title, and interest in such funds and no part of
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the funds shall be returned 1o Defendants. The Commission shall send the funds paid pursuant to
this Final Judgment to the United States Treasury,

Payments shall be doemed made on the date they are received by the Commission and
shalf be applied first to post judgment interest, which accrues pursuant to 28 U.S.C. § 1961 on
any unpaid amounts due after the entry of Final Judgment. Prior to making the final payment set
forth herein, defendants Peter Siris, Guesrilla Capital Management, LLC, and/or Hua Mei 21*
Century, LLC shall contact the staff of the Commission for the amount due for the final payment.

The Commission may enforce the Court’s judgment for disgorgement and prejudgment
interest by moving for civil contempt (and/or through other collection procedures authorized by
law) at any time after 14 days following entry of this Final Judgment. Defendants shali pay post
judgment interest on any delinquent amounts pursuant to 28 U.S.C. § 1961.

If Defendants Peter Siris, Guerrila Capital Management, LLC, and/or Hua Mef 21*
Century, LLC fail to make any payment by the date agreed and/or in the amount agreed
according to the schedule set forth above, all outstanding payments under this Final Judgment,
including post-judgment interest, minus any payments made, shall become due and payable
immediately at the discretion of the staff of the Commission without further application to the
Court.

X.
IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that this Court shall retain

Jurisdiction Qf this matter for the purposes of enforcing the terms of this Final Judgment.



ON F DEFENDANTS PETER SIRY CAP

MANAGEMENT, LLC, AND HUA MEJ 21* CE LLC

1 Defendants Peter Siris, Guerrilla Capital Management, LLC, and Hua Mei 21*
Century, LLC, waive service of a summons and the cornplaint in this action, enter a general
appearance, and admit the Court’s jurisdiction over Defendénts and over the subject matter of
this action.

2. Without admitting or denying the allegations of the complaint {(except as to
personal and subject matter jurisdiction, which Defendants admit), Defendants hereby consent to
the entry of the final judgment in the f§1m attached hereto (the “Final Judgment™) and
incorporated by reference herein, which, among other things:

(8)  permanently restrains and enjoins defendants Siris and Guerrilla Capital from
violating Section 10(b) of the Securities Exchange Act of 1934 (“Exchange Act™)
ns USC.§ 78j(b)] and Rulc 10b-5 thereunder [17 C.F.R. § 240,10b-5}, Section
17(a) of the Securities Act of 1933 (“Securities Act”) [15 U.S.C. § 77q(aX1)}, and
Rule 105 of Regulation M [17 C.F.R. § 242.105]; defendants Siris and Hua Mei
from violating Section 5(a) and Section 5(c) of the Securities Act [15 U.S.C. §
T7e(a) and (c)]; and defendant Siris from violating Section 206(4) of the
Investment Advisers Act of 1940 (“Advisers Act™) {15 U.S.C. § 80b-6(4)] and
Rule 206(4)-8 thereunder [17 C.F.R. § 275.206(4)-8}, and Section 15(a) of the
Exchange Act {15 U.S.C. § 780(a));

()  orders Defendants, on a joint and several basis, to pay disgorgement in the
amount of $592,942.39, plus prejudgment interest thereon in the amount of
$70,488.83; and
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(¢)  orders defendant Siris to pay a civil penglty in the amount of $464,011.93 under
Section 21(d)(3) and 21A of the Exchange Act [15 U.S.C. §§ 78u{d)(3) and 78u-
1], Section 20(d) of the Securities Act {15 U.S.C. § 77t(d)], and Section 209(¢) of
the Advisers Act {15 U.S.C. § 80-b(9)(e)].

3. Defendant Siris agrees that he shall not seek or accept, directly or indirectly,
reimbursement or indemnification from any source, including but not Jimited to payment made
pursuant to any insurance policy, with regard to any civil penaity amount that defendant Siris
pays pursuant to the Final Judpment, regardless of whether such penalty amounts or any part
thereof are adde& to a distribution fund or otherwise used for the benefit of investors. Defendant
Siris further agrees that he shall not claim, assert, or apply for 2 tax deduction or tax credit with
regard to any fedeml; state, or local tax for any penalty amounts that defendant Siris pays
pursuant to the Final Judgment, regardiess of whether such penalty amounts or any part thereof
are added to a distribution fund or otherwise used for the benefit of investors.

3. Defendants waive the entry of findings of fact and conclusions of law pursuant to
Rule 52 of the Federal Rules of Civil Procedure.

4. Defendants waive the right, if any, to a jury trial and to appesl from the eatry of
the Final Judgment. ‘

s. Defendants enter into this Consent voluntarily and represent that no threats,
offers, promises, or inducements of any kind have been made by the Commission or any
member, officer, employee, agent, or representative of the Commission to induce Defendants to
enter into this Consent.

6.  Defendants agree that this Consent shall be incorporated into the Final Judgment

with the same force and effect as if fully set forth therein.



7. Defendants will not oppose the enforcement of the Final Judgment on the ground,
if any exists, that it fails to comply with Rule 65(d) of the Federal Rules of Civil Procedure, and
hereby waive any objection based thereon.

8. Defendants waive service of the Final Judgment and agree that entry of the Final
Judgment by the Court and filing with the Clerk of the Court will constitute notice to Defendants
of its terms and conditions, Defendants further agree to provide counsel for the Commission,
within thirty days after the Final Judgment is filed with the Clerk of the Court, with an affidavit
or declaration stating that Defendants have received and read a copy of the Final Judgment.

9, Consistent with 17 C.F.R. § 202.5(f), this Consent resolves only the claims
asserted against Defendants in this civil proceeding. Defendants acknowledge that no promise or
representation has been made by the Commission or any member, officer, employee, agent, or
representative of the Commission with regard to any criminal liability that may have arisen or
may anse from the facts underlying this action or immunity from any such criminal liabili_ty.
Defendants waive any claim of Double Jeopardy based upon the settlement of this proceeding,
including the imposition of any remedy ot civil penalty herein. Defendants firther acknowledge
that the Court’s entry pf a permanent injunction may have collateral consequences under federal
or state law and the rules and regulations of self-regulatory organizations, licensing boards, and
other regulatory organizations. Such collateral consequences include, but are not limited to, 8
statutory disqualification with respect to membership or participation in, or association with &
member 6f, a self-regulatory organization. This statutory disqualification has consequences that
are separate from any sanction imposed in an administrative proceeding. In addition, in any

disciplinary proceeding before the Commission based on the entry of the injunction in this
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action, Defendants understand that they shall not be permitted to contest the factual allegations
of the complaint in this action, '

10.  Defendants understand and agree to comply with the Commission’s policy “not to
permit a defendant or respondent to consent to a judgment or order that imposes a sanction while
denying the allegations in the complaint or order for proceedings.” 17 C.F.R. §202.5. In
compliance with this policy, Defendants agwe (i) not to take any action or to make or permit to
be made any public statement denying, directly or indirectly, any allegétion in the complaint or
creating the impression that the complaint is without factual basis; and (i) that upon the filing of
this Consent, Defendants hereby withdraw any papers filed in this action to the extent that they
deny any allegation in the complaint. If befendams breach this agreement, the Commission may
petition the Court to vacate the Final Judgment and restore this action to its active docket,
Nothing in this paragraph affects Defendants’: (i) testimonial obligations; or (ii) right to take
fegal or factual positions in litigation or other legal pmc&dings in which the Commission is not
a party. | '
| 11, Defendants hereby waive any rights under the Equal Access to Justice Act, the
Small Business kegulatoxy Enforcement Faimess Act of 1996, or any other provision of law to
seek from the United States, or any agency, or any official of the United States acting in his or
her official capacity, directly or indirectly, reimbursement of attorney’s fees or other fees,
expenses, of costs expended by Defendants 1o defend against this action. For these purposes,
Defendants agree that Defendants are not the prevailing party in this action since the parties have
reached a good faith settlement, '

12.  In connection with this action and any refated judicial or administrative

proceeding or investigation commenced by the Commission or to which the Commission is a

11
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party, Defendants (i) agree to appear and be interﬁewed by Commission staff at such times and
places as the staff requests upon reasonable notice; (i) will accept service by mail or facsimile
transmission of notices or subpoenas issued by the Commission for documents or testimony at
depositions, hearings, or trials, or in connection with a;xy related investigation by Commission
staff; (iii) appoint Defendants’ undersigned attorney as agent to receive service of such notices
and subpoenas; (iv) with respect to such notices and subpoenas, waive the territorial limits on
service contained in Rule 45 of the Federal Rules of Civil Procedure and any applicable local
rules, provided that the party requesting the testimony reimburses Defendants® travel, lodging, and
subsistence expenses at the then-prevailing U.S. Govemment per diem rates; and (v) consent to
personal jurisdiction over Defendants in any United States District Court for purposes of
enforcing any such subpoena.

'13. Defendants agree that the Commission may present the Final Judgment to the

Court for signature and entry without forther notice.

14, Defendants agree that this Court shall retain jugfkfiction over this matter for the

purpose of enforcing the terms of the Final Judgment. '
Duct_ Ly L0137 /
. PETRA AR

On_July & 2012, Peter Sters , @ person known to me,
personally appeared before me and acknowledged executing the foregoing Consent.

Notary Public
SHEENA PATRICE WONG SHUE . .
Nolary pubu‘?n Sisia “c';?”““ Commission expires: {a]1q \ s
Na, 01W06253490my
My Commission Expires 12187_{5

12



/7 7 GUERHWILLA CAPITAL MANAGEMENT, LLC
HU?&EI 2157 CENTURY, LLC
SHEENA PATRICE WONG SHUE By:letee TAY
Notary Public, State of New York Title: -
Qualified In Kings County : M&M
No, 01WDB253480 - Address: /8¢ Le %, h Vo Rl
My Commiasion Expres 1219/ 35 o 3 1 /

On '-33.‘3 ©___, 2012, Peter Siris, a person known to me, personally sppeared
before me and acknowledged executing the foregoing Consent with full authority to do so on
behalf of Guerrilla Capital Management, LLC, and Hua Mei 21* Century, LLC, as their

M.n._sg.% Diceer

Notary Public U
Commission expires:

Approved as to form:

M. k/;ﬁﬁa..;h\w—p

M. Wiltiam Munno, Fsq.

Seward & Kissel LLP

One Baitery Park Plaza

New York, NY 10004

(212) 574-1200

Attorney for Defendants Peter Siris,

Guerriila Capital Management, LLC, and Hua Mei 21° Century, LLC

SO ORD 5 )
Dated ) 2012

States District Judge

Ronnie Abrams
United States District Judge
Southem District of New York
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