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I INTRODUCTION

The undisputed facts and analysis of the Steadman factors dembnstrates ihat the public
interest weighs in favor of barring Respondent Peter Siris from the securities industry. Siris’s
myriad violations of the antifraud provisions, bolstered by his violations of other securities laws,
support this conclusion. The United States District Court has enjoined Siris for his widespread
violations. The facts giving rise to Siris’s violations establish that collateral and penny stock bars
are the most appropriate remedies.

As set forth herein, Siris acted with a high degree of scienter in carrying out a broad range
of egregious and recurrent misconduct. Siris’s misconduct resulted in over half a million dollars of
illicit gains and éxtended over a period of roughly three years. Among other things, Siris
repeatedly violated the antifraud provisions. Specifically, Siris, a significant investor and
consultant to Chinese reverse merger companies, engaged in serial insider trading. On numerous
occasions, Siris “intentionally or recklessly” disregarded trading restrictions and traded while in
‘possession of material, non-public infdrmatibn concerrling Chinese reverse merger companies that
were conducting offerings. As well, he repeatedly engaged in illegal iﬁsider trading in the
éecuﬁties of China Yingxia Intematioﬁal, Inc., a penny stock and Chinese reverse merger company
with which Siris maintained a consulting relatibnship., Alongside his insider trading, Siris further
committed fraud in a securities purchase agreement and made material misrepresentations and |
omissions to investors in his funds. Moreover, Siris violated numerous othér securities laws
beyond the antifraud provisions, including by, among other things, acting as an unregistered

securities broker for China Yingxia.



Despite the sheer number and scope of his violations, Siris now fails to acknowledge -
wrongful nature of his conduct. Siris, who continues to act as an investment adviser and to mansoe
two multi-million dollar securities portfolios, maintains in his Answer and sworn Affidavit only
that he made unknowing “mistakes.” Even a cursory ;ead of the Commission’s District Court
complaint—which sought relief that Siris voluntarily consented to and the allegations of which
Siris is not permitted to contest in this proceeding—belies Siris’s bald assertions. Siris’s conduct
was not the result of any so-called mistakes. Rather, Siris intentionally or recklessly violated the
antifraud provisions. The attempts in Siris’s Answer and Affidavit to dispute or explain the claims
ihat hc settled, on a neither-admit-nor-deny basis, should not be countenanced. Moreover, nothing
that Siris has offered militates against the pﬁblic interest concerns that require he be barre<.

" These facts, and the Qpportunities presented to Siris for future violations, support the
conclusion that the imposition of both a collateral bar and a ﬁenny stock bar are appropriate in the

public interest to protect investors.

18 STATEMENT OF UNDISPUTED FACTS

A. The Entry of the District Court Injunction
Against Siris For, Among Other Things, Securities Fraud

‘On July 30, 2012, the Commission filed a civil injunctive action in the United States
District Coﬁﬁ for the Southern District of New York against Siris and two éntities he controls,
captloned SEC v. Siris, 12-CV-5810 (S.D.N. Y. July 30, 2012). The Commission’s District Court
~ complaint (* ‘Complamt ) (Nawaz Decl Ex. A) sought dlsgorgement a civil penalty, and a -
permanent lnjunctlon restraining Siris from future v1olat10ns of Sections 5 and 17(a) of the
Secunues Act of 1933 (“Securities Act”) [15U.S. C §§ '77e and 77q(a)], Sections IO(b) ar
' | 15(a) of the Securities Exchange Act of 1934 (“Exchange Act”) [15 U.S.C. §§ 78j(b) and 780(a)]

. , ,



and Rule 10b-5 thereunder [17 C.F.R. § 240.10b-5], 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 thereunder [17 C.F.R. § 275.206(4)-8]. -

On September 18, 2012, the District Court entered a Final Judgment against Siris
(“J udgment”), pursuant to a Consent dated July 6, 2012 executed by Siris (“Consent”) (Judgment
and Consent, Nawaz Decl. Ex. B) resolving the Commission’s claims." The Judgment, which
incorporated the Consent: (i) enjoined Siris against future violations of the securities laws
referenced above; (i1) required him, on a joint and several basis with two defendant entities he
controls, 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 97 -7

Siris acknowledged that the District Court’s entry of a permanent injunction may have
collateral consequences, and ﬁe agreed that he “shall not be permitted [in this proceeding] to
contest the factual allegations of the éomplaint 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.FR. § 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 complaint or creating the
indpression that the complaint is without factual basis.” (Consent 9 10.) The following material

facts as stated in the Complaint, therefore, are undisputéd.

! The Diviﬁion requests that the Court take judicial notice of the Complaint and Judgment
-.pursuant to Commission Rule of Practice 323 [17 C.F.R. § 201.323]. '
; 3 ,



1) The Commission brought an action against investment adviser Siris, his

| investment management firm, Guerrilla Capital Management, LLC (“Guerrilla Capital™), and a
firm Siris formed in 2006 to provide consulting services to U.S. listed Chinesebcompaniesv, Hua
Mei 21* Century, LLC (“Hua Mei”), for repeated violations of the federal securities laws. Siris
and/or his firms — who are significant investors and consultants in the Chinese reverse merger
investment space — engaged in wide-ranging miséonduct from 2007 to 2010. (Compl. § 1.)

2) Siris, an 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
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 managemeﬁt‘totaled approximately $160 million. (Compl. §2.)

3) - Sirisv and his firm Hua Mei acted as paid consultants to numerous Chinese
companics in which his funds invested, including China Yingxia, a purporfed nutritional foods
éompany. Hua Mei received both cash and shares — including shares receiiled through a person
directly or indirectly controlled by the issuer, in a transaction that operated as an end-run around
registration provisions of the federal 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
| ; cbmpcnsation; and Siris reviewed and advised on Commission filings, press reléases, and hiring

* decisions, among other things. (Compl. M3, 32-47, 49-64.)

4



4) Siris knew that he could not trade China Yingxia while in possession of material,
non-public information. However, during the time Siris wofked and had a relationship of trust
and confidence with China Yingxia, he received and traded on material, non-public information
concerning China Yingxia. Specifically, on or around February 19, 2009, Siris learned of
prbblems at China Yi'ngxié 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 concerning these issues that threatened to, and
indeed later did, shutter the Company. Siris _leamed additional material, non-public information
during the late afternoon of March 3, 2009, when he received a draft press release and notice 1!
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 approximateiy $172,000. (Compl. g 4-5, 73-91.)

- 5) China Yingxia’s stock price plummeted on the first trading day after it issued the
press release of March 6,2009. Its directors reéigned that same day and, within roiighly 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 for illegal fundraising
activities, similar to a Ponzi‘ scheme, involving Chinese citjzens.‘ d)
- 6)  Around the time of China Yingxia’s collapse, Siris made material
| misrépresentations 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. (Compl. 6, 92-1‘00.)

7 ’S.iris 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 1n ill-gotten gains. After expressly agreeing to go “over—the—wall,”‘which included a
prohibition on trading, Siris intentionally or recklessly disregarded the prohibition and traded
ahead of the offering announcements, in breach of his duty not to trade on such information.

- (Compl. 97, 101-127))

8) Further, 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.)

9) Finally, Siris directed short sales in the securities of at least fvvo Chinese
companies in violation of restrictions prohibiting such sales prior to his funds’ participation in
firm commitment public offerings involving those two companies. In connection therewith,

Siris’s funds made ill-gotten gains of approximately $127,000. (Compl. 199, 134-137.)

B. The Order Insﬁtuting Proceedings Against Siris

On September 28, 2012, the Commission issued the Order Instituting Proceedings (“OIP”)
in this matter. Siris accepted service of the OIP through his counsel on October 3, 2012. The OIP

alleges:

1. From at least 2007 through the present, Siris has been the managing director of Guerrilla
Capital Management, LLC, an investment adviser to two funds that Siris manages,

6



-Guerrilla Partners, LP and Hua Mei 21st Century Partners, LP. Siris, through his funds, is
an active investor in Chinese reverse merger companies. Siris also acts as managing
director of a consulting firm, Hua Mei 21st Century, LLC, which provides consulting
services to Chinese reverse merger companies. Siris and his firms are not registered with
the Commission in any capacity. In addition to his work as an investment adviser, Siris has
authored several books and was an investment columnist for a New York publication
where he often promoted various Chinese companies in which his funds invested. For a

- portion of the time in which Siris engaged in the conduct underlying the complaint

described below, Siris also acted as an unregistered securities broker. Further, Siris

participated in an offering for China Yingxia, which was a penny stock. Siris, 68, resides

- in New York, New York.

. On September 18, 2012, a final judgment was entered by consent against Siris and his firms

Guerrilla Capital Management, LLC and Hua Mei 21st Century, LLC. The final judgment
permanently enjoins Siris from future violations of Sections 5 and 17(a) of the Securities
Act of 1933, Sections 10(b) and 15(a) of the Exchange Act and Rule 10b-5 thereunder,
Rule 105 of Regulation M, and Section 206(4) of the Advisers Act and Rule 206(4)-8
thereunder, in the civil action entitled Securities and Exchange Cominission v. Siris, et al.,
Civil Action Number 12-CV-5810 (S.D.N.Y.). Siris and his firms were ordered to pay
$592,942 39 in disgorgement, $70,488.83 in prejudgment interest, and post judgment
interest on any unpaid amounts due after entry of final judgment. Siris further was ordered
to pay acivil penalty in the amount of $464,011.93.

. The Commission’s complaint alleged that, from at least 2007 until 2010, Siris violated
numerous federal securities laws in connection with his dealings with Chinese reverse

merger companies. It alleged that, relating to China Yingxia, a company with which Siris
maintained a consulting relationship, Siris engaged in illegal insider trading in its securities
shortly before the company- collapsed; acted as an unregistered securities broker by raising
over $2 million for China Yingxia in exchange for transaction-based compensation; sold
unregistered securities of China Yingxia that one of his firms received through an end-run
around registration provisions of the federal securities laws; and made material
misrepresentations and omissions to investors in his funds concerning his dealings with
China Yingxia. Specifically, Siris wrote to his investors after the company collapsed and
placed blame on others he claimed were responsible for the company’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, depriving his investors of information concerning his role with the failed company.

‘The complaint further alleged that in advance of ten confidential securities offerings, after
agreeing to go “over-the-wall,” Siris engaged in repeated insider trading in breach of his
duty to keep certain information confidential and not trade on such information; committed
fraud in a securities purchase agreement by falsely representing that his funds had not ’

‘engaged in any trading after being contacted about a deal, when in fact his funds had

- effected short sales in that issuer’s securities; and violated Rule 105 of Regulation M by

-7



participating in two offerings of equity securities after directing short sales in those issiie:
securities. '

The OIP requires this Court to determine whether the OIP’s allegations are true and whui,
any, remedial action is appropriate in the public interest pursuant to Section 15(b) of the Exchange
VAct [15U.S.C. § 780(b)(6)] and Section 203(f) of the Advisers Act [15 U.S.C. § 80b-3(f)]. On
October 22, 2012, Siris filed his Answer to the OIP and attached, inter alia, a swomn Affidavit. In
his Answer, “[e]xcept as specifically acknowledged,” Siris did not “admit the allegations of
- Section II of the OIP or the Complaint.” And although his Answer and Affidavit indicate
otherwise, Siris asserts that “[njor does he deny the allegations of Section II [of the OIP] or the

Complaint.” (Answer at 3.) Regardless, as set forth herein, the material facts are not disputed in

this proceeding.

1.  ARGUMENT

A. SUMMARY DISPOSTION STANDARD
Summary disposition 1s particularly well-suited to proceedings that are based dn the entry

of an injunction against a respondent, such as the instant case. See In the Matter of Jeﬁ"ery L.
’Gibson, Exchange Act Rel. .No. 57266, Advisers Act Rel. No. 2700, 2008 ’SEC LEXIS 236, at
”f19—20 (F eb. 4, 2008) (“Use of the surnrriary procedure has been repeatedly upheld in cases such
as this one‘ where réspondent has béen enjoined or convicted, and the sole detefminaﬁon
concerns the appropriate sanction.»”)'(citations omitted), aff’d, Gz'bsqn v. SEC, 561 F.3d 548 (6th
Cir. 2009). Rule 250 of the Commission’s Rules of Practice expressly provides that summary
~ disposition may be granted “if there is no genuine issue with regard to any material fact and the

party making the motion is entitled to summary disposition as a matter of law.”



B. THE UNDISPUTED MATERIAL FACTS COMPEL SUMMARY
DISPOSITION IN FAVOR OF THE DIVISION

Based on the record before it, this Court should conclude as a matter of law that remedial
sanctions are in the public interest and for the protection of investors. No genuine issue of material
- fact exists precluding summary disposition for the Division. Siris does not deny that he has been

enjoined from violating the federal securities laws, including the antifraud provisions. Siris does
not deny the OIP’s allegations that he is as an investment adviser nor that, for a portion of the
time in which Siris engaged in the conduct underlying the Complaint, Siris acted as an
unregistered broker in connection with an offering of China Yingxia securities. And Siris does
not deny that China Yingxia was a penny stock. (OIP 9 1-2, Answer at 3-6.)

vIn July 2012, the Commission sued Siris for repeated violations of the federal securitics
laws. The allegations of the Complaint describe Siris’s misconduct over a three-year period, |
including illegal insider trading, material misrepresentations and omissions, improper
unregistered sales of sécurities, unregistered broker-dealer activity, and trading in violation of
short-selling restrictions. Under the terms of the Judgment, Siris may not contest those
allegations in this proceeding. These material facts, then, are undisputed.

1. The Court Should Impose Collateral and Penny Stock Bars

Under Exchange Act Section 15(b)(6), the Commission may impose remedial sanctions on
a person associated with a broker or dealer, consistent with the public interest, if the person has |
been énjoined from engaging in conduct in connectiog with the purchase or sale of any security.
Specifically, Exchange Act Section 15 (b)(6), as amended by the Dodd-Frank Wall Street Reforrh
and Consumer Protection Aét, authorizes fhe Commission to Bar a person from association with =

‘ broker, dealer; iqvestment adviser, municipal securities dealer, municipal éd%/isor, transfer agent, or

9



nationally récognized statistical rating organization, or from participating in an offering of penny
stock if the' person has been, among other things, enjoined from any conduct or practice in
connection with the purchase or sale of a security and if, at the time of the misconduct, the person
‘was participating in a penny stock offering. See In the Matter of Viadimir Boris Bugarski,
Exchange Act Rel. No. 66842, 2012 SEC LEXIS 1267, at *9-10 (Apr. 20, 2012) (imposing
collateral and penny stock bars).® Similarly, Advisers Act Section 203(f) authorizes remedial
sanctions for this conduct in respect to an investment adviser.
To determine whether sanctions are in the public interest, and if so what sanctions to
impose, the Commission considers the factors enumerated in Steadman v. SEC, 603 F.2d 1 126,
1140 (5™ Cir. 1979), aff"d on other grounds, 450 U.S. 91 (1981). As the Commission has

previously stated:

When considering whether an administrative sanction serves the public interest, we
consider the factors identified in Steadmarn v. SEC: 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 rMaz‘ter of Gary M. Kornman, Exchange Act Rel. No. 59403, Advisers Act Rel. No. 2840,
- 2009 SEC LEXIS 367, at *22 (Feb. 13, 2009). The inquiry is a flexible one and no one factor is

dispositive. Id. (citations omitted).

The injunction entered against Siris by the District Court provides ample basis for imposing

2 Although Siris’s unregistered broker-dealer violation relating to China Yingxia occurred in and
“around August 2007, his other misconduct, in particular insider trading ahead of numerous
securities offerings, lasted until November 2010, and thus post-dated the July 22, 2010 effective
date of the Dodd-Frank Wall Street Reform and Consumer Protection Act. Therefore, the Court
has authority to impose, and should impose, collateral and penny stock bars.
: ' 10



the requested sanctions. The Commission has stated that a respondent who has been enjoined ¢
violating the antifraud provisions of the securities laws is typically subject to the “severest of
sanctions.” For example, earlier this year the Commission articulated its view as follows:

Indeed, “conduct that violates the antifraud provisions of the securities laws is
especially serious and subject to the severest of sanctions under the securities
laws.” As we have previously held, an injunction against violations of the
antifraud provisions of the securities laws “has especially serious implications for
the public interest,” and “ordinarily, and in the absence of evidence to the
.contrary, it will be in the public interest to ... suspend or bar from participation in
the securities industry, or prohibit from participation in an offering of penny
stock, a respondent who is enjoined from violating the antifraud provisions.”

Bugarski, 2012 SEC LEXIS 1267, at *18 (quoting /n the Matter of Marshall E. Melton, Exchange

Act Rel. No. 48228, Advisers Act Rel. No. 2151, 2003 SEC LEXIS 1767, at *25-27 (July 25,

2003)).

As noted above, Siris acted as an unr'eg_istered broker-dealer’ in connection with an ¢
of China Yingxia (which was an unlisted penny stock that traded below five dollars per share), and
Siris is an investment adviser. Based on an analysis of each Steadman factor, the Court should
“ impovse the sanctiens requested by the Division.

a. Si‘ri‘s’s actions were egregious, done with

a high degree of scienter, and repeated
over a substantial period of time

Siris’s numerous violations of the antifraud provisions combined with the wide range of
other securities laws that he violated over a three-year period warrant the imposition of an order

barring Siris. Among other things, Siris’s antifraud violations involved two types of illegal insider

3 While Siris was not associated with a registered broker-dealer, based on his conduct in a=tins
as an unregistered broker-dealer, he is subject to a bar from association with a broker or deaicr
pursuant to Section 15(b) of the Exchange Act. See, e.g., In the Matter of Matthew J. Gagnon,
- Exchange Act Rel. No. 67544, 2012 SEC LEXIS 2391, at *4 (July 31, 2012). '

11




trading. First, Siris engaged in serial insider trading ahead of fen confidential offering

- announcements in breach of his duty not to trade on information he learned about the issuers

- conducting the offerings. Second, in breach of his du'ty of trust and confidence established as a
result of his consulting relationship, Siris traded while possession of material, non-public
information concerning China Yingxia. In addition, Siris committed fraud in a securities purchase
agreement and made material misrepresentations and omissions to investors in his funds. Siris
violated the antifraud provisions from late February 2009 to November 2010. 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 with a high degree of scienter.

Siris’s illegal insider trading alone rherits the imposition of the bars as necessary for the
public interesf. For example, 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), the |
Commission upheld the imposition of a bar based on insider trading despite the respondent
| having a clean disciplinary record. As the Commission bbsewed, “[i]nsider trading constitutes
clear defiance and betrayai of basic responsibilities of honesty and fairness to the investing
public.” Id. - (citations omitted). |

Siris represents an even clearer case for imposition of the bars. Indeed, Siris wrote about
" the pitfalls of insider trading in columns for a New York-based publication. (Compl. §74.) Siris
knew he could not trade whilé in possession of mateﬂél, non-public information, but did so
anyway on numerous occasions. |

B‘eyond his violations of the antifraud provisions, Siris committed a host of other

securities laws violations that merit bars to protect investors. That is, these othér violations,
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standing apart‘from Siris’s _violations of the antifraud provisions, weigh in favor of l;aning Siris.
Siris committed these other violbations in an egregious manner. For example, although Section 5
of the Securities Act applies strict liability, 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 serviceé to China Yingxia’s CEO’s father, when in fact he
had not. (Compl. §940-41).

Finally, Siris’s Affidavit provides further support that Siris should be barred.
Specifically, concerning the allegations in the Complaint that Siris violated the registration
requirements of the securities laws (Compl. 4 32-47), Siris contends in his Affidavit that he
erred by not seeking legal advice about the transaction. (Affidavit § 21, “I have learned that I
erred by not having our own lawyers review this transaction and to advise us.”) In fact, the

' Complaint’s allegations concerning this transaction are that Siris made misrepresentations to
obtain freely-trading shares. Siris therefore appears to now be making the incomprehensible
assertion that he needed a lawyer’s advice to understand that making false representations is

| illegal. Siris’s sworn étatement highlights the critical importance for the safety of investors that

he should be barred. Legal advice should not be necessary for one to appreciate that it is

improper to make false representations.

b. Siris has the opportunity for future violations

The fact that Siris remains, and is likely to remain, in an occupation that will give him
opportunities for future violations also supports the conclusion that the Court should impose
collateral and penny stock bars. Siris continues to advise clients and manages two multi-million

 dollar investment funds. As alleged in the Complaint, Siris manages one of the relatively few,
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and Iérger, funds dedicated to U.S. listed Chinese companies. (Compl. 2, 17). This Stea
factor weighs in favor of barring Siris. See Gibson, 2008 SEC LEXIS 236, at *17-18
(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.”). Siris has demonstrated that he wishes to continue to
manage his multimillion dollar investment portfolios. The large size of the portfolios creates too

much risk to the investing public that Siris will continue to engage in misconduct.

c. A review of the remaining Steadman factors further
demonstrates why the bars are necessary

Siris fails to acknowledge the wrongfulness of his misconduct, and the sincerity <

purported assurances against future violations is highly questionable. _Sifis does not even believe
that he did anything illegal, so he cannot be trusted to see where the line is between legal and
illegal conduct in the future. Siris’s so-called assurances against future misconduct would not |
prevent him from violating the securities laws. He has demonstrated his proclivity for violating a
multitude of securities laws over an extended period of time. The only foolprobf preventive
measure that is appropriate here is to bar Siris from the securities industry.

Aside from consenting to a settlement (in which he neither admitted nor denied
wrongdoing), Siris has not taken any action to acknowledge his wrongful conduct. Instead, Siris
attempts in his Answer and Affidavit to ’deﬂect blame coricerning the panoply of violations he

" committed by only 'acknowledgixig them as “ignorant mistakes.” (Answer at 1.) Indeed, in those

instances of insider trading where he cannot concoct an excuse for his illegal conduct, he r¢

to it instead as an “error” for which “he has no satisfactory explanation.” (Answer at 25, 35.)

A14,



Nobody is perfect. It is one thing to make a mistake; however, it is another to repeat
those mistakes over and over in a manner that results in hundreds of thousands of dollars in ill-
gotten gains. Siﬂs’s_ failure to recognize the wrongful nature of his conduct reinforces the need
for sanctions to protect the investing public from any more of Siris’s supposed mistakes. See,
e.g, [n‘ the Matter of Michael Studer, Exchange Act Rel. No. 50411, 2064 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 th¢ contrary”).

2. Nothing Militates Against the Public Interest Concerns
Requiring That Siris Be Barred

No mitigating circumstances exist in Siris’s favor. Siris attempts in his Answer and
Affidavit to avoid the imposition of any bar by arguing that such a remedy “is not warranted or in
‘the public interest.” (Answer at 1.) Siris claims that a civil monetary penalty is sufficient, that he
, has taken corrective action, that his investors would be put at risk if he were barred, and that he did
not “intend or set out to violate any statute or rules, let alone trade on inside information with
scienter.” (Answer at 1-2.) Siris’s Answer and Afﬁdavit underscore his blame-shifting approach,
~ which weighs in favor of imposing a bar.

First, the sanctions against Siris in the District Court actiqn do not obviate the need for
relief here. The Commission recently rejected the exact same mg@ent in its Opinion in Bugarski,
2012 SEC LEXIS 1267, at *17-18. Specifically, res.po‘ndents‘ argued “that the “imposition of
additional remedial action against [them] would be simply adding to the severe sanctions th:! oo
already been imposed’ and therefore wouid not be in the public interest.” Id. at *17. In rejecting
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the argument, the Commission reasoned that the District Court sanctions, vwhile severe, “simply
underscore the seriousness of Respondents’ misconduct.” Id. at *17-18. The Court here should
reach the same conclusion.

Fﬁher, the supposed corrective actions by Siris including, among others, no longer
 participating in offerings, no longer consulting for Chinese companies, appointing a compliance
pefson, and consulting with outside counsel (Answer at 1-2), do not ensure the protection of
mvestors.

And as an initial matter, the Court should reject Siris’s supposed “goal now” to “ensure the
orderly wind down” of his funds for his investors’ benefit. (Answer at2) In reviewing the
Steadman factors, courts have stated that “we look beyond the interests of particular investors in
assessing the need for sanctions, to the protection of investors generally.” E.g., In the Matter of
James C. Dawson, Advisers Act Rel. No. 3057, 2010 SEC LEXIS 2561, at *14 (July 23, 2010).

Moreover, although Siris’s Answer claims that he did not have scienter, a review of the
" Coniplaint makes plain the devious nature of Siris’s misconduct. Siris, in any event, is precludedv
from making such an argument by the terms of his Consent. See, e.g., Dawson, 2010 SEC LEXIS
- 2561, at *17-18 (“Dawson argues that he had no scienter . . .. This argument contradicts the
allegations in the Complaint, however, that Dawson engaged in scienter-based offenses, and

- Dawson is precluded by the terms of the Consent Agreement from making such a claim.”).4

*In addition, Siris cannot try in this proceeding to contest the allegations underlying the
injunction. For administrative disciplinary proceedings based on consent injunctions, like here, .
the Exchange Act and Advisers Act “draw no distinction between injunctions entered after

litigation or by consent.” Melton, 2003 SEC LEXIS 1767, at *25-27 (“We do not believe that
the statutes require the Enforcement Division to prove the allegations of an injunctive complaint
in a follow-on administrative proceeding before any disciplinary action can be taken.... We do
not believe that Congress, having made an injunction a ground for commencing the proceeding,

- 16 .



The public interest will be served by barring Siris, a serial offender who only acknowledges
his own version of the facts. This Court has granted, and the Commission affirmed, summary
disposition in the past on facts substantiallsf the same as the facts here, and regardless of any prior
disciplinary history of the respondent in question. See, e.g., Gibson, 2008 SEC LEXIS 236
(Commission Opinion upholding ALJ’s summary disposition decision barring respondent even
though respondent had twenty-five year career with no prior disciplinary record); see also In the
Matter of James C. Dawson, Initial Decision Rel. No. 392, 2009 SEC LEXIS 4143, at ¥*19-20
(Deé. 18, 2009) (“The Commission and the courts have acknowledged that the position of

investment adviser is an occupation that can cause havoc unless engaged in by those with

appropriate background and standards.”).

intended for thé parties to conduct the proceeding as if the injunction had never been ehtered,
disregarding the allegations underlying the injunction.”). o
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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 from
participating in an offering of penny stock. -

Dated: New York, New York
November 16,2012

Respectfully submitted,

/é“ /wp
Paul G. Gizzi
Osman E. Nawaz
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
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UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION _
| RECEIVED
ADMINISTRATIVE PROCEEDING Jn g 9017
File No. 3-15057 - NOV 19 2012
SFFICE OF THE SECRETARY
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. Iam presently employed as Senior Counsel for the Division of Enforcement at
the New York Regional Ofﬁcé of the U.S. Securities and Exchange Commission, 3 World
Financial 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
Declarati;)n and, if called and sworn as a witneés, could and would competently testify
_ théreto.

3. In2010, I was assigned to an investigation In the Matter of China Yingxia '
Im‘erﬁaz‘ional, Inc. (NY-8279), and the later work on a case entitled: SECv. Sifis, Case No.
12-CV-5810 (S.D.N.Y.) (RA). On July 30, 2012, the Commission ﬁled its Cbmplaint 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. On July 30, 2012, the Commission filed a Final Judgment and Consent of
Defendant Siris. On September 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 C.F.R. §
201.323].

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

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

P

OsmatrE. Nawaz
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ANDREW M. CALAMARI
ACTING REGIONAL DIRECTOR

SECURITIES AND EXCHANGE COMNHSSIO'i\T
New York Regional Office

3 World Financial Center, Suite 400

‘New York, NY 10281-1022 '

© Tel: (212) 336-1100

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

SECURITIES AND EXCHANGE COMMISSION,

Plaintiff,
' -agains't—

" PETERSIRIS,
GUERRILIA CAPITAL MANAGEMENT, LLC,

and
' HUA MEI 21 CENTURY, LLC,

Defendants.

' ‘.E}T’ﬁf
CAS mms

COMPLAINT

. Plaintiff Securities and Exchange Commission (“Coxmhission”) for its Complaint against

defendants Peter Sms (“Sms”) Guerrﬂla Capital Management, LLC (“Guerrllla Capltal”) and

‘Hua Mei 21 Century LLC (“Hua Mex”) (collectively, “Defendants”) alleges as follows

: SUMMARY OF ALLEGATIONS

1. The Commission brings this action against investment adviser Peter Siris, his

investment management firm, Guerrilla Capital, and a firm Si_ris. formed in 2006 to provide

- consulting services to U.S. listed Chinese companies, Hua Mei, for repeeted ifiolations of the

N federal securities laws. DefehdantS'Siﬁé, Guerrilla Capital, and/or Hua Mei — who are

- significant investors and consultants in the Chinese reverse merger investment space — engaged '

in Wide-ranging‘mis,conduct from 2007 to 2010, including improper sales of mlregistered



| - securities, unregistered nroker—dealer activity, illegal insider trading, material misrepresentations
and omissions, and trading in violation of certain short-selling restricti‘ons. |
2. Siris, an author of several books (including Guerrilla Investing: Winning
Strategiesfor Beating the Wall Street Professionafs) and former author of a monthly investment
~ column for a New York-based publication (where he frequently wrote about companies in which
nis ﬁmds invested), manages two New York-based funds, including one of the relatively few,
and larger, funds dedicated toUS. listed Chinese cOmpan’ies. As of year-end 2010, Siris’s assets
nnder management totaled approXimately $160 million.
3. Siris and his firm Hua Mei acted as paid consultants to numerous Chinese
companies in Which his fundsv-invested,_ including China Yingxia International, Inc. (“China
‘ 'Yingxia” or the “Company”j, a purported nutritional foods co'mpany and one of the many
. ‘C‘hinese companies inrecent years tnat have gained ’access to the U.S. capital markets via reverse
- merger. Hua Mei received both cash and shares — including shares received through a pe'rsdn
dir’ectly orindirectly oentroiled ;by the issuer, m a transaction that Operated as an end—run around'
registration provisions of rhe federal secuﬁties laws, and wbhich‘ Siris sold for illi'cifproceeds of
approximately $24,600 — for nerforming due diligence on China Yingxia; raising over $2 million
for an $8.7_ million China Yingxia “P‘IPE'”"transaetion, in which Siris acted as an unregister’ed |
g broker and received payment of $107,500 in_,transacti.on;based compensation; and reviewing‘and .
‘advising on Commission filings, press releases and hmng decisions, among other thmgs
4. Dunng the time Sms worked and had a reiatlonshlp of trust and conﬁdence w1th
Chma Ymgxra, he recelved and traded on matenal non—pubhc information concermng the.
“Company Specrﬁcally, on or around February 19 2009, Siris learned of problems at Chma

 Yingxia drrectly from the Company s chief _eXecutrve officer, ,mcludmg that she had engaged in



illegal ﬁmdraising activities in China, and that a Company factory had shut down. In response,
Si’ris began selling hundreds of thousands of shares of China Yingxia stock prior to any public
- disclosure by China Yingxia 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 to publicly disclose the problems. Siris increased his orders to sell over the next couple
';_)f days before China Yingxia issued its press release publicly disclosing the pmblems on March

6, 2009. In all, Siris, through his funds, sold 1,143,660 China Yingxia shares in a matter of
wéeks, for ill-gotten gains (profits and/or losses anided) of approximately $172,000.
5. ‘China Yingxia’s stock.-price plummeted on the first trading day after it issued the
- press release of March 6, 2609. The Cornp'any’sb directors resigned that éame day and, within
- roughly a montﬁ, the chief financial officer a’léo resighed, effectively,ending China Yingxia’vs
operations. Reports indicate that Chine'se'iofﬁcials ‘have sentenced the Company’s CEO to death
| for illegali fundraising activities, sixhi‘lar to a Ponzi scherﬁe, involvigg Chinese citizens.
6. Around the time of Cﬁina Yingxia’s Q’Oll‘aps'e, Sms made material
‘misrepresentations and orﬁissions to investors m his funds éoﬁceming his dealings with China
:Yingxria, Siris wrote to his investors and placéd blémé on others he claimed were responsible fof ‘
: the Company’s Cornmfssion filings and key hiring decisions, among other things, and against
_whombhe wanted to initiate legal acﬁon. Siri_s omitted from 4di'sclosure, however, his significant
' role in those very séme tasks.
7. Siris also engaged in illegal insider tradiﬁg ahead of ten offering announce.mentsv

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



e)rpressly agreeing to.go “over-the-wall,” which included a prohibition on trading, Siris traded
ahead of the offering announcements, in breach of his duty not to trade on such informaﬁon.,
8. Further, to induce at least one issuer to sell éecurities to his funds, Siris falsely
’ renresented in a securities purchase agreement that his funds had not engaged in any trading after
‘bemg contacted in conﬁdence about a particular deal, when in fact his funds had effected sales in

- that issuer’s securities.
9. Finally, Siris directed short sales in the securities of at least two Chinese
B companiee in violation of restrictions prohibiting such sales prior to his funds’ participation in
“firm commitment public offerings involving those two companies. In cbnnection therewith,v

Siris’s kfunds rnade ill-gotten gains of approximately $127,000. |

| ' SECURITIES LAWS VIOLATIONS

v IO.V By virtue of the foregomg conduct and as further alleged hereln, Defendants Sirs,
: Guerrilla Capital, and/or Hua Mei violated Sections S(a) 5(c) and 17(a) of the Secuntles Actof
1933 (“Securities Act”) [15 U.S.C. §§ 77e(a) and (c), and 77q(a)] Sectxons 10(b) and 15(3.) of the
‘ 1S€CLH'IUCS Exchange Act of 1934 (“Exchange Act”) [15 U S.C. §§ 78j(b) and 780(a)], and Rule
| » '10b 5 thereunder [17 C.F. R § 240.10b-5], Rule 105 ofRegulatlon M [17 CFR. §242. 105] and _
| ) Sectlon 206(4) of the Investment Advisers Act of v1940‘(“Adv1sers Act”)_[l‘S US.C.§ 80b-6(4)],
and Rule 206(4)-8 thereunder [17 C.ER. § 275.206(4)-8]. ‘ |
| 1 1’. 'Unless permanently restrained and enj oined’, Defendents wjll egain engage in the
'b - acts, practices, transactions, and couréesﬁ of business eet forth in rhis Co.rnplaint and in acts,

' practices, transactions and courses of business of similar type and object



12.  Inaddition to injunctive relief, the Commission seeks a final judgment ordering
disgorgement of ill-gotten gains plus prejudgment interest, civil money penalties, and such
equitable and other relief as the Court deems just, appropriate; or necessary.

JURISDICTION AND VENUE

| “13. The Commissipn brings this action pursuant to Sections 20(b) and 20(d) of the
‘Securities Act [15 U.S.C. §§ 77t(b) and 77d)], Sections 21(d) and 21A of the Exchange Act [15
| U.S.C. §§ 78u(d) and 78u-1], and Sections 209(d) and 209(e) of the Advisers Act; [15 ‘U.S.C.
§§ 80b-9(d) and (¢)].
} 14. | This Court has jurisdiction over this action pursuant to Sections 20(b), 20(d), and
) 22(a) af the Securities Act [15 U.S.C. §§ 77t(b), 77t(b), and 77?(&)], Sections 21(d), 21(e), 21A,
: and 27 of the Exchange Act [15 U.S.C. §§ 78u(d), 78u(e), 78u-1, .a'nd 78aa]' Sectiohs 209(&),

- 209(e), and 214(a) of the Advisers Act [15 US.C. 8§ 80b-9(d), (e) and 80b- 14] and 28 U.S.C.

§1331

15. Venue in this District is proper because Defendants -reside; and certain of the

| transactions, acts, practices, and/or courses of buéiness occurfed, w1thm fhe’ Southern District of
Néw York. In addition, there are material witne#es who reside, and have thveir.pfincivpalv places
“of businass, within the Southern District of New Yofk. |

16, Defendants, directly or indirectly, made use of the means or instruments of .

| fréa_nsportatibn or communication in, or the instrumentalities o‘f,‘. interstate co'mmérce,. or of fhe
-imails, or of aﬁy facility of any national securities excharigc, as described m this Complaint.

DEFENDANTS

'17.  Peter Siris, age 68, resides in New York, New York, and manages the mvestment

‘ ﬁmds Guernlla Partners; LP (“Guerrilla Partners”) and Hua Mei 21%° Century Partners, LP- (“Hua




Mevi’ Partners™). Siris, through his two funds, invests heavily in U.S. listed Chinese éompanies.
Siris formerly held series 7 and 63 securities licenses, and was last a register‘éd representétive of
‘a broker-dealer in 1997. Siris is not registered with the Commission in any capacity.

18.  Guerrilla Capital Management, LLCisa limited liability compéhy organized
under the laws of Delaware and headquartered in New York, New York. It is the management
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‘21st Century, LLC is a limited liability company organized under the
laws of Deiaware with ofﬁces in New York and Beijing, China. It is a sub-advisor to Guerrilla _
| 4Capita1 and reportedly provides cqnsulting services to Chinese companies. It is not registered
with the Commission in any capacity. | |

OTHER RELEVANT ENTITIES

v 20 Gue'rrillé Parthers, LP“is a limited partnership orgaxﬁzed’undér the‘ laws of ,
Delaware that operates as an investment fund. It is not registered with the Cémmis_sion in any
- capacity. _ ' _
| 21, "Hu,aiMei 2_IStVC:entury Partners, LP is a limited partnership 0r_gani'zed }undc“:r the
| lawé of ‘Delaw'are that operates asan investment fund focusing on investmcnfs m U.S. list'e_dv |
Cﬁinesc‘ companies. It is not registered with the Commission in any capacity.

_ 22. . Guerrilla Advisors, LLC is a Delaware limited liability company controlled in
paft‘byi Siris, and is the geﬁeral'panner to Guerrilla Partners and Hua Mei -Partne&. Itisnot -
registered w1th the Commission in any capacity. -

230 ‘China Yingxia Inteinatiqnal, Iﬁc. was a Florida corporation héadquaﬁér_ed in

’ Harb‘in, China with pqrpoﬁed operations in China. China Yingkia’s stock was qubt,ed on the



OTC Link (formerly “Pink Sheets™) operated by OTC Markets Group; Inc. under the symbol

“‘C.YXI.” On Febﬁmy 2,,2012, the Commission instituted administrative proéeedings pursuant
to Section 12(j) of the Exchange Act against China Yingxia, as the Company had not filed any
peﬁodic reports with the Commission since late 2008. By an Order dated March 7, 2012, each

class of China Yingxia’s registered securities was revoked.
FACTS
I.  Background on China Yingkia |
24. China Yingxia entered the U.S. capital markets via reverse merger in May 2006
w1th assistance from a father-and-son team that has brought mulﬁple Chinese c-ompaﬁies public.
: “'I’he.father, Individual A, operated a ;:onsulting firm specializing in work with Chinese
,co.'mp‘anies (“Consulting Firm™), while the son, Individual B, was prcsidént of a registered
" broke;—dealer based in New York, New York (“Broker-Dealer™). Although Individual‘A was not
registered ds a broker, nor was he associated With any registered broker-dealer, he controlléd;
mény of theactiyiﬁes of the Bfrpker-]jealer, and héld himself out to the public as chairman of the
Broker-Dealer.
25. | From 2066 to 2009, China Yingxia purpérted to be a nutritional health food
- business with operations in HarBin, China. Aftér the China Yihgxia reverse merger, |
’ IndiVViduals A and B maintained an .integIaI rolé with China Yingxia, acting as defdéto
| ‘ management. Among other things, ‘fhey recomxﬁended and facilitated the hiring of service
o pfov,iders (including lawyeré, auditors, and inv(e_svtovr; relations firms) as well as Chiﬁa Yiﬁgxia"s
CFOI and U.S.ébaséd direbtors; 6rganized and participated in board meetings; managed the
" Company’s public ﬁlings; and bbntroﬂed part of its ﬁnances.l (In light of their role with China

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



"Il China Yingxia’s First Capitai Raise and Introduction of Defendant Siris
26. By early 2007, China Yingxia sought to raise scyeral million do.llars pﬁrportedly
for §vorking capital and other corporate purposes, including purchasing materials related to a
soybean pro_duction line. The Company Representatives led the efforts on bghalf of China
Yingxia, and Mred anAinve‘stor relations firm to coordinateiroad 'sth presentations and the initial
introduc‘tion of potential investors.
~27. In April 2007, China Yingxia held its road show in Néw York City, meeting with
| yarious fund managers, including Sirig, and others that often invested in Chinese companies.
| Siris, ifx'turn, introducé& one of his associates to. the Company.
28.  After conducting due diligence and making fhe determination to invest, Siris and
(' hlS associate ﬁegotiated investment terms with the Company Représentatives for‘Si:ris and his
associate to >invest in China Yingxié through a PIPE transaction. -(A “PIPE” — or private
i;ivéStfnent in public equity — refers to a private plécement bf securities of an already-public
vco'mpany.)v In July 2007, Siris and his associate invested a total of $2 mill'ion, with Siris
;'nvest‘ing $1.5 million on behalf of his two funds. ‘China Yingiia anﬂounced the:completion of
its first PIPE on Tuly 16, 2007.

III..  Transfer of Shares to Hua Mei from China Yingxia’s CEQ’s Father In Violation
of Registration Requirements ’ .

a,. Backgrbund on Seétiqn 5 of the Securities Act
29.  Sections 5(a) and 5 (0) of the vSeéurities Act maké it unlawful for any person,
directly or'.indircctly, to use the mails or other means of interstate commerce to vse'll‘ or to offer to

;S_jCH a security for which a registration stateinént_ is not filed or not in effect, absent an available

exemption.



30.  Section 4(1) of the Sécuritieé Act provides an exemption from the registration
| requirements of Section 5 for those who are not underwriters, issuers, or dealers. Secﬁon
| 2(a)(11) of the Securities ACt deﬁnes “underwriters” as ahy person who has ?mchased from an
issuer with a view to, or .offers or sells for an issuer in connection with, the distribution of any
‘ r'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 underwriting of any éuch undertaking.
“The térm “issuer” includes any person directly or indirectly controlling or controlled by, or any
: person vunder direci or indirect common control with, the issuer.
31. Rule 144 of the Securities Act provides a “safe harbor” exemption permitting the
pui)l.ic resal’elof restricfed and control securities (control securities are securities held by. an
| __ affiliate of the’issuileg company; an‘afﬁliate is a shareholder, éuch as a director or large
o éha’;eholde‘f, in a relationship of control with the issuer) when, among other fh-ings_, fhe selling
- -security holder has held the securities fora specified period of time. During the‘ relevant period,
', é ‘s;:lling-secqrity holder must have held the security for one year befqre qualifying for a Rule |
1 44_safe harbor, éb‘senf any permissible “tacking.” Tacldng genérally allows a holder of
'restﬁcted securities to éombine_ the separate holdihg periods of previous owners (except for
,érevious ownérs :\x}ho are affiliates of or in a relationship of con&ol -with 'the. issuer) to satisfy the |
: »h:ol'ding i)eﬁod requirement.

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

. 32, After réceiving restricted shares from a person directly or indirectly controlled by
the Company, and without holding those shaiés for the reqilisite time period, nor being able
- ~pérn1issibly to tack any holding periods of previous ownérs, Siris and Hua Meilimproperly sold

_unregistered securities that Hua Mei received from China Yingxia.
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33.  The Coméany Representatives xieg‘ot'iated to pay Siris and his. associate, the lead
~ investors, for the due diligence they coaducted in connection with their investments in the July
- 2007 PIPE The dae diligence was used in later efforts to sell China Yingxia to other potential
investors in a subsequent PIPE transaction.

34. The Company Representatives arranged sham agreements in which they
transferred China Yingxia shares to Siris and his associate but made it appear as though the
- shares were coming from a shareholder allegedly to reimburse Siris and his associate for services .
’performed for the shareholder. In fact, the sham agreements were simply a means for China
Yirigx-ia to provide Hua Mei with shiares believed to be immediately eligibie for sale because, if
the Company ﬁad issued the'shares directly to Hua Mei, the shares would have been restricted
stock subject to holdingi' period and other requirements for resale.

35, In early July .2'0:07, Siris’s firm, Hua Mei, entered into a consulting agreement
with an unnamed and, at f:he time, uaknown shareholder of 4China Yingxia, purportedly to
~ ’c/ompensate Siris for the dde diligenee that was co_ndacted relating to his funds’ investment in |
‘Chinva Yiﬁgxia (the “_Agreement”). “Siris’s associafe-en‘tered into a substantially ideqﬁcal
agreement. . | |
36. | The Agreement .p'rovided for-payment to Hua Mei of 175,000 restricted shares
from the unnamed shareholder of China Yingxia that bhad been previoasly issued in connection
- . wuh the Company’s May 2006 reverse merger. The Agfeemeat d1d not.contain any information

: concermng the 's_ervices Hua Mei provided. The Company RepfesentatiVes negotiated and

P - facilitated execution of the Agreement; and later assisted with transferring dxe shares to ‘Hua Me1
37.1 On Augast_ 1, 2‘007; almost one month after e>'(eeut‘ior‘1 of the Agreement, the |

Company Representatives identified the unnamed shareholder, who was supposedly the
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counterparty to the Agreement. The counterparty, the hreviously unnamed shareholder 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 controlled by the issuer, China Yingxia.
" The CEO’s father’s festricted shat"es were transferred to Hua Mei at the apparent direction of the
Company. Further, the CEQ’s father apparently was not reimbursed by the Company for his
shares. |
38.  In the same communication 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 sha_res freely tradeable. |
39. Although the Company Rept*esentatives knew that no services were provided to
the previously unnamed shareholder —as they had only identified the CEO’s father as a party to
the Agreement on August 1, 2007, after the service_s‘ had been rendered — Individual B relayed |
advice to Siris that “if the shaies_ Were received as comhensation for work done for the Company
then [counsel] could not give the 144 Alegal opinion to lift the reStriction, but if the shares were -
oompensatom [sic] for work done for the shareholder then thlS is none [sw] issue.” Ind1v1dual B
‘ gfurther advised Siris to send’ Company counsel a sgnplee—mall saying that the shares were
transferred by a noneafﬁliate 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. Ymgx1a s counsel falsely statmg | '

the followmg

We received these shares from [the CEO’S father] in exchange for consulting
‘services rendered to [theCEO’s father] in China. [The CEO’s father] has owned
these shares of China Yingxia for more than one year. I am informed he is not an -

aﬁihate of the [Clompany. The services we prov1ded were to [the CEO’s father] :

' and not to the [C}ompany

11



~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 Yingxia.

42.  Based on Siris’s representations and other paperwork, Company counsel sent

China Yingxia’s transfer agent a letter stating, “[s]uch shares were issued pursuant to a

consulting agreement ... with [the CEO’s father] ... please transfer the shares as requested.”

43.  Asaresult, Hua Mei received “free-trading” shares of China Yingxia that should

have been restricted and ineligible for immediate public resale. -
44. - Siris, on behalf of Hua Mei, began selli‘ng the shares on August 14, 2007 and
contirlued selling shares through November 15, 2607. |
45. At the time of Hua Mei’s seles, although the restri'cted shares had been held by the

CEO’s father‘ for more than one year, they were not eligible for immediate resale. The CEO’s
o father could not legitimately rely on'an}r exer_nption from registration of such securities given his
- relationship to the Company. The CEO"s father was an “is‘s’uer” as that term is defined within

| the definition of “underwriter” in Section ,2'(a)(1 1) of the Securities Act. ‘Those who received |

- shares from him received restricted shares, arrd were deemed"‘underwr_ite_rSf’ upon the sale of
such shares. Moreover, Hua Mei did not meet the requirements for sale tmderv Rule 144, and the
transaction to compensate Hua Mei, as arranged by China Yingxia representatives,‘operated to
, :evade the registration requxrements of the Securities Act. |

46.  Inall, Siris, on behalf of Hua Mei, sold 8,600 shares of Chma Ymgx1a stock that

-should have been restricted from resale for proceeds of approx:lmately $24,600.

47.  There was no reglstratlon statement in effect for the shares that SII‘IS sold on Hua
Mei’s behalf from August 14 to November 15 2007 and Hua Mei was not entitled to any

. exemption from registration when selling the unregistered shares dun'ng this time period.
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" IV.  Siris Acted as an Unregistered Broker During China Yingxia’s Second PIPE
Transaction ‘ .

’ 48 Section 15(a)(1) of the Exchange Act prohibits a broker or dealer from effecting
any transaction in, or inducing or attempting to induce the purchase or sale of, any security
unless the broker or dealer is registered with the Commission. Section 3(a)(4) of the vExchange
Act deﬁnest a “broker” as any person who is engaged in the business of effecting transactiorns in
securities for the account of others.

49. Siris — who, during the relevant period, was not registered as a broker or devaler,
nor was he associated With any registered broker-dealer — acted as an unregistered broker in
: cennection with China Yingxia’s second capital raise by, among other thiﬁgs, raising over
$2 million worfh of investments in exehan_ge for transaction—baéed compei;satidn.
' B .50. With Siris’s assistance, the Company embarked on a seeOnd PIPE transaetien‘
 shortly after closing the first round of financing: The Compahy Representative_s'er__lgaged Siris,
| and two other so-called “consultants,” to help with the second ﬁnancing in exchange for
, ‘commissio,n's‘of approximately 5% of the amount of money eaeh introduced to China Yingxia.
51. - .‘ Siris participated at key points i‘n the chain of distribution of China Yipgxia’s
| .sv;'ecurities. The Company held a meeting with potential investors in July 2007 at a shar_ed |
L cdnference.roofn in Siris’s office building. Siris -circulated a Co@pmy PdwefPoint to other fund
manegers and friends, informed them that he had eenducted due,diligehce, and sfa_ted that the
’C'ompany had a s‘treng_commitzhent to the quality of its products. Iﬁ addition, Sms respended to
ﬁuestions from interested investors. |
52, Siris also wrote concerning the PIPE that “Twle will take ind;catiohs of interest ..

.nekt week and expect to close the deal immediately thereafter.” Siris also hgted'that many
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iaeople wanted to invest in the deal. Siris initially directed others to contact him if interested, but
later directed interested investors to contact the official placement agent, the Broker-Dealer.

53.  Further, Siris received drafts of the offering documents for his review gnd
| comment. He also corr;municated with the official placement agent, the B’roker%Dealer,’
concerning interested investors.

54.  Siris also communicated with one of the other “consultants” that was assisting
China Yingxia in raising money.

| 55. - For instance? the ofher “consultant” emailed Siris on July 12, 2007 statirig: “I

thought the book was closed ... How big do you want to make this deal? You want me to make

| ; obne more call and get another few million?”
56. SirisArespo'nded as if he were in charge of the deal: “The book is closed. Don’t get
. any more.”
57.  Inother communications,vthe same “consultant” pressed Siris to close the deal
- quickly. “Siris reSpOnded: “This is my deal. I ﬁave been Working' on it longer than you have: I
,; have people Whe I promised would be involved. VI also fold them they ¢ould geta seeor;dvchance‘
: to meet manégement” | ‘
5 8._’ | On August 9, 2007, China Yingxia announced the completlon of the second round
_ of ﬁnancmg whereby it sold $8,725, 130 worth of restncted securities to 20 investors. Vu’cually
- all of the 20 mvestors were introduced to China Yingxia through Siris and the two other
_ “consultants” r'ather than _thrdugh the official ‘plao"ement Veger_lt. _ -
59." After the PIPE closed in August 2007 and the amount raised became clear, Siﬁe

- centacted Company Representatives concerning payment. Siris emailed Individual B stating
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“[y]our father indicated that we aré due our share of money from the fundvraise. He quoted a
speéiﬁc amount. I am curious how and when we handle this?” |

60 ~ Inresponse, the Company Representatives and Siris facilitated the execution of a

“backdated consulting agreement between Individual A;s Consulting Firm and Hua Mei.

61. The agreemeﬁt, in an attempt to conceal the true nature of the services provided,
concerned supposed “strategic consulting services,” and stated that Hua Mei would provide the
Consulting Firm with certain services, including “assisting the company in press releases,
conference calls, etc.; communicating with investors, accompanying investors to visit tﬁe
facilities of the‘ [Consulting Firm’s] clients; and providing other consulting assistance.”,

, 62 Despite thé stated services in the consulting agreement, Siris, through Hua Mei, in

- fact received transaction-based fees for raising money for China Yingxia and not for providing

‘consulting services.

| 63. In total? Sirisbintroduced seven investors and $2,150,000 wqrth of investﬁtents to
- China Yingxia through the Augﬁst’2007 PIPE In returﬁ, Hua Mei réceived payment of |
" $107,500, which equaled exactly 5% of the amount of investments Siris introduced to China
'Yingxi& The Consulﬁng Firm paid Hua Mei by check with é memo line stating “CYXIfuidnce .
commission” with funds from the August 2007 PIPE. -
64.  No disclosures wefe méde to potential or actual iﬁves_tors Aconoe'rn.ing payments to
tﬁé. three_ sofﬁalled consultants, 'incl‘uding Siris, for assisting the Company raise mdney through- -

its August 2007 PIPE.
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V. ‘Siris and Hua Mei Maintained Consulting Reiationships with China Yingxia
65. After the August 2007 PIPE closed, Siris continued his gﬁonsulting work with
China Yingxia. Siris also maintained similar consulting relationships 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 agreement, Hua Mei
- would receive roughly $4,000 per month for “strategic consulting services,” including assisting
in 'press. releases, communicating with investors in the private‘placement, accompanying
‘ i'nveétors to visﬁt China Yingxia, and translration and other services.
67.  Although the term of the third agreement ran for one year, and payment was not
' made fof the entire 12 month term, Siris and Hua Mei provided g;lidance to the Company
"beyond the stated term continuing through its demise in March 2009. Indeed,jSiris maintained a
ﬁdﬁciary of other relationship of trust and confidence relating to the Company from the time he
began work with the Company until it céased operation. |
68. Siris and Hua Mei péi'formed a broad range of services for China Yingxia beyo.ndv
fhéisé listed in any agreement. As part of their vyork, Siﬁs reviewed China Yingxia’s
‘ 'Cémmissioﬁ'ﬁlings, including its qua;férly financial statements on F 6rfns 10-Q. Siris provided
comments to one of the Company Represehtétives,whb drafted the filings on behalf of the
 Company. | o
69. | Siris’s covrvnments on Company fnaﬁers éar_ried c’onéiderable weight. For example,
on November 13, 2007, Siris wrote: .

I... would urge _eVeryone_ to delay the [quarterly eamings] call by a few days-
even the [Form 10-Q] filing 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
- acall with management discussing these numbers before the conference call.

70.  One day later, the Company filed with the Commission a Form 12b-25
Notification of Late Filing for its Form 10-Q. |
71. In addition to reviewing the Company’s Commission filings, Siris provided
| guidance to the Company on key hiring and other business decisions. Siris recommended and
-~ facilitated the hiring of the Company’s CFO in June 2008. Siris also made fecommendations for
director positions, and the Company Representatives vetted and cleared candidates through Siris.
. Further, Siris had multiple conference calls or coﬁmmications with the Cqmpariy’s CEQ,
: including for the purpose of providing advice on hox;v thé Company should best p}resie;lt itself to
 the public. |
- 72 While Siris generélly disclosed the existence of Hua Mei’s oonsulting
rglétionships to investors in his funds, without tyfpig:allj identifying -the épeciﬁc cdmpanies he
| worked for, only 'some. (jf the “cénsulting” services that Hua Mei brovided were disclcjsed to
investors. ‘Various materials given to investors inciicated that Hua Mei helped find additional
| ~i§1vestors, and’ provided inv’estor’relations, investment baﬁking, and ris;k»ménagé‘ment and |
_cb.x;porate gOVémaﬁce services. Hua' Mei failed to disclosc; hoWever, that it provided drafting
, as'sistancc for press releases and Commission ﬁl_ingé, translation ser?ice;, management |
| éréparation in advanc¢ of conferencé calls, and officer recorrllmendgtions.v |
VI Siris Repeatedly Engaggd in Insider Trading in China Yingkia Stock . |
73.  During the relevant period, Siris owed a fiduciary duty to China Yingxia and its
_ shareholdérs due to, ‘ammg other things, his- cqnsﬁlting v;elatioﬁship and coi;rse of dealihgs with
,t.l'lé.Company; SizjiS had access to China »Yi‘ﬁgxial’s mate;:ial, nonfpublic infdnnation; S‘L-ICh as the '

Company’:'s financial picture, key hmng decisidns, and operational matters. In violation of this
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‘ duty, Siris repeatedly traded the securities of China Yingxia while in possession of material, rion-
public information.

74.  Siris knew that he could not trade China Yingxia while in posséssion of material,
| non-public information. For instance, as part of his work for a New York-based publication, in
addition to writing about companies in which his funds invested, including China Yingxia, Siris
‘a’uthored several articles concerning the pitfalls of iinsider trading.

75.  Further, Siris once advised Individual B not to share certain information with an
| investor concerning thé CFO hiring decision ‘for China Yingxia — which information was
regularly prdvidec_l to Siﬁs — absent a ndh—disclosure'a‘g'reement to avoid “the risk of passing on
.-'inside informatidn.}” | |

76. After_Chiné Yingxia eventually retained a CFO in June 2008, based on Siris’s
recommendation, the CFO frequenﬂy sought Siris’s input on Company matters. |

77. The CFO understood Siris to be an advisor to the Company. At one point in late
2(508, the CFO asiced Siris whether he wanted io review a draft of the current Form 10-Q before
| it was filed with the Commission. The CFO did this because he understood from the Company
- Representatives that Siris had signed‘a-non—di;s.clo'surc agreement with the Compa;iy.- .

78 Chma Yingxia, through its managément and the Company 'Re'pres.entatives, kept
‘Siris 'intim‘ately mformed ébout Company rﬁattcrs. Indeed, Siris was cépied On NUIMerous |
| obhﬁdential; internal Company emails from 2007 through 2009.

| 79. By mid-February 2009, ’various iésue’s began to reemerge coﬁceming suspected

iIlégéI fundralsmg acﬁvity by thé CEO. Allegations concefning the CEO had previoﬁsiy i)éen |
‘,identiﬁed by one of Siris’s analysts in July 2608. _By early 2009, the CEO had reportédly gone |

. into hiding as Chinese nationals she had taken “loans” from started to demand repa'yment. Due
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to his relationship with the Comp'émy, the CEO peréohally wrote Siris a letter, dated February 17,
2()09, which was translated frofn Chinese to English roughly a day or two later.

| SO. ’ The CEO wrote to Siris: “I would like to tell you the truth about current rumor
and the (;urrent situation . . . .”
~ “some drastic behavior” by Chinese nationals that caused business disruptions, preventing
employees from going to work. The CEO ended her letter to Siris asking for his advice and
recommendation. |

| 81. - From the CEO’s letter, Siris had pqssession of material, non-public information

directly from the CEO confirming her illegal aétivities aﬁd the status of the Company’s -
operations. At this point in time, China Yingxia‘had not made any public disclosure or
* disseminated information to iﬁvestors in tﬁe U.S. via any press release consistent with the
Company’s typical practice. | |

- 82. Siris nevertheless began to sell shares on 'F‘ebruary 19, 2009, shortly after receépt
~of t_he CEO?’s personal letter to him: A‘In partiéular, as set forth in the following charf, from
February 19 through March’fl, 2009, Siris ';sold ;628,660 sha?es of China Yingxia and avoided
losses of approxhﬁately $130’5'1 6.3,0. (usin,-g: the cquing price on March 9, 2009, the first trading
}~ aay after China Yingxia publicly disclosed its ﬁroblems in th'e" March 6 press release). During |

this period, Siris’s trading accounted for between 34% and 80% of the stock’s volume:

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

2/25/09 | 160,000 = | 105,000 22 - 67% $20,475.00

2/26/09 | 168,200 117,800 . |21 63% 1 $21,793.00

2/27/09 | 190,000 127860  |.18 - 37% $19,818.30

3/02/09 | 10,000 | 10,000 e 80% | $1,350.00 -

Total: . 628.660 . h $130,516.30
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83.  Siris received new materiai, non-public infonnatio‘n.on M.arcil 3, 2009. On this
date, Siris learned that China Yingxia planned to issue a prees release ihfo’rm‘ing the investing
public of problems at the Company affecting its ability to co'ntinue operations, dmong other
- things. Before this time, China Yingxia remained quiet, y’vithoﬂt issuing any release about the
events surrounding the CEO’s activities or closure of a Company—owned_facility.

84. On March 3, 2009, the CFO emailed the Company Representatives, a director,
and Siris stafing “many investors are esking what happened with the company. ‘Should we issue
a‘press release....” Siris encoupaged the CFO to issue a press release and keep shareholders
" informed. Later that day, the CFO circillated a draft press‘releas‘e to the Compahy
| Representatives, a director, Siris, and a. new attorney for the Corepany. |

85 . Siris responded in all~cap1ta1 letters, “PLEASE REMOVE ME FROM ALL
DISTRIBUTION LISTS.” -

86.  This was the ﬁrst time Siris asked to be‘remov_ed,‘frqm any internal emaﬂys’ having
peeﬁ closely involved in the tasks of ihe Company ‘and receiving iptemel Cdmpany , |
* eemmunications since 2007, :inclu;iing draft p:ees ieleases,.withoﬁt any such response.

| , 87. - One day after‘no'tice tﬁat the C_ompan‘j planned to is'see a press release, Siris
ipcreésed the size of his orders to sell. Beteveen reCeipf of the draft prAessA release in the late
: .aft'erno'on on March 3 2009 and its iseuance en March 6, 2009, ‘S.iris‘ sold hundreds of tflousands
of shares Then, he suddenly stopped all tradmg in'China Ymgxta | | -
) 88. ~ Despite his sales from February 19 to March 6, 2009, which represented most of
- the sales’ Sms directed in Chlna Y1ngx1a throughout his entire relationship w1th the Company,

Sms did not trade again from March 6 — when the press release was issued — untﬂ almost three

weeks later on March 25, 2009.
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89.  After issuance of the press releaée, China Yingxia’s stock price ultimately
collapsed, going from $.08 on March 6 to $.025 on March 9, on increased volimée of 607,484
| shares,' up from 173,600 shares on March 6. Siris’s trading after first leaming China Yingxia

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

approximately $41,925.

3/4/09 205,000 200,000 |13 |44% $21,000.00°
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: - 515,000 B ' $41.925.00

- 90. Siris directed the sales in China Yingxia, while in poésessi’on of material, non-

public information, from February 19 to March 6, 2009, in breach of a fiduciary or other

* relatlonshlp of trust and confidence.

91. As a result of this illegal insider trading, Sms S funds obtained ill- gotten gains of

approximately $172,441.30.

VIL. Siris Made Various Misrepresentations and. Omitted Material Informatlon In
Communications with His Investors Concerning China Ymgxna

92. _ Around the time of China Ymg)ua s downfall Sms wrote in hlS monthly letter to
mvestors dated March 3, 2009, that the funds encountered a “senous ﬁmdamental problem” w1th
Chma Yingxia.

o 93.  Siris wrote in general terms about the CEO’s 111egal ﬁmdra151ng, but stated there
-. “is reason to believe a restrucumng»can be achieved” given that Chma Ymgxm s management
~“4s very pronﬁnen ” in China. F'urlher, Siris’ wrote lhet: :
“We llaw}e _Visited this company on many occasions. .: There isa re;'tl business
here, with eéxceptional products....” Siris continued, hiowevet, “[wl]e are in the

" .process of taking legal action against the company, its management, its Directors,
the investment bankers, the lawyers, and auditors. We believe the existence of
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these loans, which existed prior to our financing, is ‘material .. . In addition, the
investment banker continued to handle the SEC filings, hired the CF 0, and
selected directors. We believe the bankers have significant liability.” (Emphasis

added.)

94, Siris’s statements concerning the investment banker’s role were misleading

because they did not disclose Siris’s leading role in those very same activities.

95. Further, Siris omitted from the letter material information concerning his own role

- as a paid consultant and dealings with China Yingkia, including the receipt of stqck for
_supposedly conducting due diligénce on the Company; that Siris himself had aided the Company
 inits CO?nmission filings and played a leading role in the selection of the CFO and directors; |
-and, further, that he had information concerning the CEO’s suspecfed illegal conduct'as early as
4 July 2008, when one of his analysts reported on allegations of Sucﬁ conduct. |

96.  Oneday later, on March 4, 2009, Siris sent an email to select investors in China
Yingxia, including th;é;e investors in his Hua Mei Partners fund. He wrote, arhong other things,

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 s1gmﬁcantly higher. ..: Itis-... 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.  Siris again indicated that he wanted to take legal action against China Y ingxia, the
investment bankers, the auditors, and “anyone else we can find.” Further, Siris 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 audztor So there are a lot of issues here.

' (Empha515 added )
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98. Siris again made no mention of his role with the Company’s Commission filings,
the hiring of the CFO, prior knowledge 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 the now-failed

Company and gave the false and misleading impression that others should be sued for the very

conduct in which Siris himself engaged.

100. The misrepresentations and omissions in the March 2009 communications were
material in that reasonable investors, in making their investment decisions, including any
decisions to redeem, would find it important that Siris had been involved with China Yingxia’s

filings and hiring decisions, among other things

VIIIL. Siris and Guerrllla Capltal Engaged in Extensive Insider Trading Before Publxc
Announcement of Ten Confidential Deals ,

101. Siris and Guerrilla Capital engaged in unlawful insider trading in connecinn with

ten confidential seoutities offerings by selling or selling short the issuers’ securities prior to the
' poblic srmouncement of the offerings.
- 102. | Upon announ'een.aen.t of the offerings or deals, the volume of trading in the
© issuers’ secuntles increased eon51derab1y, and the price of the issuers’ securmes upon
- announcement almost always dechned significantly glven, among other thmgs the dilutive effect
| , of the offerings. | |

- 103. Despite agreeing to maintain the offering information in confidence and notto
’tredevOn the iﬁformation; Siﬁs breached his duty and traded fﬁe securities of the issoers from July‘
2009 to December 2010 The trades were made whlle in possession of matenal non-public
information concerning the offerings. Sms s funds generated substanual 1ll—gotten gains (proﬁts

and/or losses av01ded) of approxnnately $16 1,213.51 as a result of the illegal tradmg
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104. For the ten offerings, Siris was confidentially solieitedby phone and brought' '
“over-the-wall” by four different placement agents, underwriters, or broker-dealers. (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.)
105.  “Broker-Dealer A” solicited Siris in connection with four offerings. “Broker-
Dealer B” solicited Siris in connection with four offerings. “Broker-Dealer C” and “Broker-
Dealer D” each solicited Siris and/or Guerrilla Capital in connection with one offering.
106. Unden)vriters, placement agents, brolter—dealers, -and others frequently solicited
Siris and his funds to participate in securitiee offerings involving Chinese companies including
PIPES reglstered direct or other conﬁdentlally marketed public offerings. (Reg1stered direct
offenngs and confidentially marketed public offerings are different than traditional PIPEs in
that, they both involve the Ao_ffermg of shares previously reglstered under an existing and
~ effective registration statement.)
107, The ten deals involved cortﬁdential solicitations dene by.»phone wherein Siris
-. agreed to go “over—the-wall” with certain restrictions for a speciﬁe period of time. In general,
" Siris agreed xtot to share the iilfoﬁnation he received with artyone nor trade on the information
from the time of gomg oveerhe-Wall” until .the publie announcentent of the offering or deal.
After gomg over-the~wall Siris and hi‘s’ .ﬁm'ds were generally privy to information such as the
" ‘name of the issuer doing the deal, -anticipated and ectual timing fer 'closing, tﬁe book or list o‘f’ |
: ; illVesters invelveti in'the otferihé, _anticii)ated' anti actwil pricing, and updates on other pérticulafs v
of the deals. Stris was-also genetally giveh the opportunity to meet w1th Jman‘agement for the

- . various companies, which he did on at least one occasion.
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a. Siris and Guerrilla Capital Engaged in
Insider Trading on Four Deals Involving Broker—Dealer A

108., In March 2005, Siris executed a Master Acknowledgement Agreement with
Broker—bealer A pro{/iding, among other things, that receipt of confidential information will
rtestrict [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” concerning a registered direct or confidentially marketed public
dffering for éhina'Greeﬁ' Agriculture, Ihc. (“China Green™). Consistent with the practice of the
‘salesvperson. that solicited Siris on many of the Broker-Dealer A offerings,‘he informed Siris that
: Broker;Dealer A was working on a_conﬁdential transaction and, if disclosed, Siris would be

“restricted” in that issuef’s name. The re.'stri'ctions would idclude no trading in the issuer’s
secdrities and no discussion of the transaction with others until the deal st‘ publicly anhounced.

110. After obtaining Sir;ls’s oral agreement to bg restricted, Brokef—DeaIer A shared the
name of the issuer doing the deal, China Green, and then sent Siris;g cbnﬁrmatory emaik,l stating:

} The existence of the proposed tr'ansactidn 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 6f China Green Agriculture, Inc . until such time the
Confidential Informauon is publicly announced. ' -

11 1. Daysafter bemg restricted, onJ uly 16 and 17, 2009 Slns used the mformatlon he

' 'receivvéd_aAnd directed sales of a total of 39,200 shares of China Green. -

1 12 The offering was pubhcly announced on July 21, 2009, and the stock pnce '

sxgmﬁcanﬂy dechned followmg the announcement.. Siris’s funds partlc1pated in'the offermg,

buymg shares at a discount to the market pnce

| 1-13. Siris’s funds made ill-gotten gains of approximately $25,621.98.
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1 14. Having réceive'd mateﬁal, non—public information concerning Ching Green after
expressly agreeing to maintain that information in confidence and not to trade on it or discuss it
- with others, Siris and Guerrilla Capital owed a ﬁducial;y or other duty of trust or confidence to
| China Green and/or its agents.
115.  Siris and Guerrilla Capital breached thét duty of trust or confidence by trading
while in possession of material, non-public information relating to the China Green deal.
116. The same salesperson at Broker-Dealer A solicited Siris for three other foerings
‘and followed’the same proéedure as described above, including obtaining an exp‘res-s oral
agreement from Siris and thereafter sending Siris written confirmations. -.
117. On July 20, 2009, Broker-Dealer A confidentially solicited ahd brought Siris
“over—the-wali” concérnigg a registered direct or coriﬁdenﬁally marketed public offering for
E “Harbin Eléctric; Inc. Siris directed sales of 6,-900 shares on July 21, 22,‘and 24, 2009. The
bffering was publiciy announcéd on July 30; 2009. Siris’s fu_nds ‘participate'd in the offering,
bhying s‘hares at é discount té thetrﬁarkét price. One of Siris’s funds made iil-gotteﬁ gains of
_ approxi_xﬁétely $5,639.39. | | | |
‘1'1 8. On Decembef 9, 20_09, Broker-Dealer A confidentially solicited'Siri,s- and Brought
' him “Qvér-the~wa11;"cohcem.ing' a regiétered direct or confidentially marketed public'ofﬁ:ring for.
'Yongyeylntema.ﬁonal, Inc. at 10:55 am EST: Minutes aftér soliéitation, Siris direc_ted sales of
) :21,:900 shares. The offering was publicly announced on December 17, 2009. S.ixis_"sfunds
i participated in the 'o_f‘ferings buying’ shares at a discount to the maxk¢t _ﬁrice. Siris’s funds made |
ill-gotten gains of approximately $32,258.70. o o |
1‘19.. On February 10, 2010, Brokei—Dealer.A_conﬁdentiallySolicitcd Siris and brought

' him “over-the-wall” éohcenliiig a registered direct or conﬁdentjally marketed public offering for -
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* Sutor Technology Group, Ltd. F rom’Fébruary 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
" Insider Trading on Four Deals Involving Broker-Dealer B

120.  Broker-Dealer B solicited Sbi}ris in connection with four offerings. Broker-
Dealer B generally only verbally brought potential i_nvestérs “gver-the-wall” via telephone
conversations and did not send written conﬁxmétions of the relevani trading festrictions. ‘For one
deal, hdwéver, Broker—Dealér B also sent a confirmatory erﬁail to which Siris responded and
Qonﬁrmed the restrictions in ywrit'in'g.
121, 'On December 4, 2009, Broker-Dealer B confidentially solicited Siris and brought
him “over—the—wail” concerning a PIPE for 'Gulf Resources, Inc. On December 9 and 10, 2009,
-Siris direpted short sales of 18,100 shares. On December 11, 2009, the offering was publicly
announced. Siris’s" funds parﬁcipated in the offeﬁng, buying shares at a discount to the markét |
pﬁce, Siris’s funds made ill-gotten gains of approximately $1’0,439.36. |
‘122; - On December 7, 2009, Broker-Dealer B confidentially solicited Siris and brought
him “over-the-wall” c;oncemiﬁg a registereci dﬁmt or cohﬁdentiall.y marketed bpublic offering -for,
Univcrsal Travel Group, Inc. On Deg’errﬂﬁer 9 and 10, 200_9-, Siﬁs directed short sales and saiés '
- 0f 7,300 éhéres.v The offering was »p'ublidy announced on Decen;ber 10, 2009, after Siris’é sales |
atissue. Siris’s funds participated in the offering,‘ bﬁying shares at a discount to the m&ket «
price. Siris’s funds made ill—gotien ga;ms of approxhnafely $9,882.30. |
1123. .On February 1, 2010, Broker-Dealer B confidentially solicited Siris and b'roﬁ_gm
him “over‘—the-waH;’ conceming a regist_ered direét or conﬁdentially mérketed‘ public offering for

Puda Coal, Inc. (“Puda Coal”).: On February 4 and 11, 2010, Siris directed shdrf sales of 6,000
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-shares. The offering was publiely .announcedron February 12, 2010. Siris’s funds participated in
. the offering, buying shares at a discount to the market price. Siris’s funds vmade ill-gotten gains
of approximately $1,440 on the February 4 sales (the February 11 sales also violated Rule 105 of
Regulation M, and are discussed below).
124.  On November 23, 2010, Broker-Dealer B again confidentially solicited Siris and
| brought him “over-the-wall” concerning a registered direct or confidentially marketed public
B offering for Puda Coal. Broker-Dealer B sent Siris a confirmatory email for this deal, which
Sifis respolnded to confirming the various restrictions, including that ﬁe would not “engage in
market transactions relating to Puda Coal seeuritieé or effect any other transactions in such.
| securities until 9:30 am E{S]T on December 8%, 2010 (by which time such Confidential

' ’ Infonnation shall have been publicly disclosed ...).” On December 7, 2010, Siris directed sales

~of 3,900 shares of Puda Coal. The offering was publicly announced on December 8§, 2010.
. Siris’s funds participated in the offering, buying shares at a discount to the market price. Siris’s
- funds made ill-gotten gains of approximately $13, 10.2.‘98.‘

c. Siris and Guerrilla Capital Engaged in
Insider Trading in One Deal Involvmg Broker—Dealer C

125.  On April 28, 2010, Broker—Dealer C conﬁdentlally sohmted Siris orally andina
' 4eonﬁ‘rr‘natory emaﬂ and brought him * over—-the~wa11” concermng a registered direct or

i conﬁd‘eatially marketed public offering for China Agritech, Inc. At 9:47 am EST - which was
within two minutes of the email transmiss'ion from Bfokef—Dealer C-at 9:45 am EST conﬁrming
: restnctlons SlI‘lS began dlrectmg short sales which totaled 4,800 shares. The offering was
jpubhcly announced later that same day, at 6 30 pm EST Sms s funds part101pated in the

,offenng, buying shares at a discount to the market pnee Sms s funds 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, Broker-Dealer D conﬁdentially solicited Guerrilla Capital -
orally and in a confirmatory email and brought it “over-the-wall” concerning a registefed direct
. or confidentially marketed public offering for HQS Sustainable Maritime Industries, Inc.

Broker-Dealer D sent Guerrilla Capital an email stating “[p]lease be aware that you have

received certain material, non-public information ... we hereby-confirm your agreement to treat

as confidential the Information ... and not to use the Infonnation ... or trade on it.” On August

6, 2010, Siris directed sales of 6,000 shares. The offering was publicly announced on August 10,

- 2010. Sms s funds made ill-gotten gains of approximately $8 380 80.

127. Siris directed trades in the ten issuers identiﬁed hereig as alleged above with
knowledge of the impending offeriﬁg announcements, after expressly agree_ing fo trading
restrictiené vtha't‘he intentionally or recklessly disregarded.

IX.  Siris Made Materially False Representaii»onswi‘n a Secerities Purchase Agreement

128.  In connection with at least one secerities offerAing,' Siris made materially .false
3 repre'sentatiOns to Universal Travel to induce the iseﬁer to sell its securities to Siris’s funds.
129.  Broker-Dealer B cOnﬁdeﬁtially solicited and breﬁght Siris '»“over'fthe;well” no

| : late:r than December 7, 2009. At such time, Siris agreed to be restricfed from, amoeg other -
N things, 'trading the secﬁrities of Unjyersal 'l:rai/el until ’p.u:blic ahnoeecenieet of t'he offeringf
- 130. Two days after going f‘over-the;wall,’? in becember 9, _2009,‘ Siris directed short
 sales of 7,000 shafes of Universal Travel. »On the afternoenpf Decemb'e’r 9, Siris signed a
, 'secuntles purchase agreement (“SPA”) whlch stated: | o

The Investor [Siris] represents that since the date on which the Placement Agent
first contacted such Investor about the Offering [December 7, 2009], Investor has
not engaged in any purchases or sales of the secuntzes of the Company :

29



- (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 disclosed.

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

directed additional sales of 300 shares of Universal Travel before the publié announcement of the
 offering.

132.  In all, Siris directed short sales and/or saled of 7,300 shares for ill—go_tten gains of
" approximately $9,882.30 (as described above in § VIILb:), after being cor;tac‘fed about the
offerihg an_d ih advance o’f its public announcement. Siris’s funds participdted in the Deéember
- 2009 offeiing for Universal Travel. | |

13'3. Siris knowingly or recklessly made and disregarded the representations made to -
" Universal Travel as he directed trades in Universal Travel, including short sales, contrary .td t_hé »
 representations made in the SPA. |
o x.4 | Siris Violated Rule 105 of Regulation M

134. Smce October 9,2007, Rule 105 of Regulation M prOhlbltS any person who made
| avshort sale-during the restricted period, generally the five busmess days before pricing of a
' A_s‘ecul.-*ltles offering, from purchasing any securmesof that issuer in a follow-on and/or secondary
offe.ringdd'one ona ﬁr’m‘ commitment basis. | | . |

: 135.  Siris dife‘cted trades m the five-day restricfed period in violation of Ruld 105 in
'cdnne_ction vmth at lea_st't\':vo follow-on offerings done on a firm commitment basis: Smartheat,

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

- 136.  On September 18, 2009, Siris, for his funds, ﬁurchased 50,000 shares of
Smartheat at $9.00 per share in-a publicly marketed firm commitment foﬂow—on'offefing.
During the five business dayé before pricing of this offering, which occurréd after the close of
the market on September 17, 2009, Siris’s funds sold short 25,000 shares of Smartheat at prices
between $9.91 and $10 per share. In violation of Rule 105, Siris’s funds realized a profit of
épproximatgly $24,247.50 from the illicit trading, and $73,500 from “overage;” shares, consisting

of the 25,000 shares not sold short during the restricted period but purchased in the offering.

b. Puda Coal, Inc.
137 OnFebruary 12,2010, Siris, fo}r his funds, purchased 180,000 shares of Puda Coal -

at $4.7S @er share in a confidentially marketed firm conuﬁitment follow-on offerihg. Puda

~ Coal’s underwriter, Broker—Deva‘lerbB? ‘coﬁﬁdentialiy solicited and brought Siris “6ver—the~wall”

in connection with the offering on. February 1, 2010. Although Siris’s funds sold sﬁort a totél of

6,060_ shares in the days leéding up to the announcement and after being brought f‘ove;r—fhe«waﬂ?’

on February 1, 2010, dﬁring tﬁe five bﬁsiness days before pricing of this 'offering, which |

‘ ocg,ﬂrred before the markét opéned on February 12, 2010, Siris’s ﬁmd_s sold short 3,600 shérg’s éf _ ’
' Puda Coal at $5.68 per sha;e.' In v»iolation of Rule 105, Siris’s funds iréalized a profit of '

approximately $3;34Q.08 from the illicit trading (this conduct also co»nstituted illegalv insider

‘- tradihg; however, disgorgement of such ill-gotten gaihs are included here), and $26,'IOQ. 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.  Paragraphs 1 through 137 are realleged and incorporated by reference as though
fully set forth herein.

139.  Defendants Siris and Guerrilla Capital purchased and sold securities of issuers, while
in poséeséion_of material, non-public inforrﬁation, in breach of a duty or relationship of trust and/or

: conﬁcience that was oWed directly, indireétly, or dérivatively, to the sources of the material, non-
| . public information. Defendants Siris and Guerrilla Capital breached duties of trust and/or
confidence established by agreement, by history, pattern, or pr'actice of sharing confidences, and by -
" the sensitiife nature of the professjdnal serviqcs rendered. Defendant Siris also knowingly or
» Iee.:ckleésbly made mateﬁalmisrepres:entations with respect to trading in connection with the purchase
of Universal Travel securities.

140. Defendants‘ Siris and Guerrilla Capital, directly or iridire;:tly, with'scientér, by use
of the means or insiruméntalities of interstate commerce, or by use of thevmai'ls, or of any facility ‘
of any national securities exchange, m connection w1th the i)ufchase' or sale of securities: |
»_(a) émployed devices, schemes, or értiﬁces to deffaud; ®) made untrué statements of material faf;t
or omitted to state material faéts neoéssary. in order to make the statements méde, in the light of |

. the circumstahces under which ﬁey were made, not miéleadirig; or (¢) engaged in acts, practiées,
or courses of business which dperated‘or would operate as a fraud or deceit.
141. By reason of the foregomg, defendants Siris and Guerrilla Capltal vmlated, and

- unless enjoined will again violate, Sectlon IO(b) of the Exchange Act [15 US.C.§ 78}(b)] and Rule

106-5[17C CER. §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. Paragraphs 1 through 137 are realleged and incorporatéd by reference as though
fully set forth herein. | | |
143, Defendants Si‘ris and Guerrilla Capital sold securities of issuers, while in
possession of materiai, non-public information, in breach of a duty or relationship of trust and/or
 confidence that was owed directly, indirectly, or derivatively, to the sources of the material, non-
public information. Defendants Siris and Guérrilla Capital breached duties of trust and/or
confidence estébliéhed by agreement, by histdry, pattern, or practice 6f sharing conﬁdences, and by
'the sensitive nature of the professionalys‘ervioes rendered. | |
. 144.  Defendants Siris and Guerrilla Capital, dﬁectly or indirecfly, with scientér, by use
of the means or instruments of transportation or communication in interstate .connnerce or by use
of the mails, in the offer or sale of secuﬁties: (1) employed devices, schemés, or artifices to
défraud; (2) obtained money or property by means of untrue s_tétements of material fact or
| omissions tp s‘taie material facts necessary in order to rﬁake the statements méde, in the light of
the 'cir‘cvumstanc_es under which they were niade, not misleading; or (3) engaged in transactions,
pfaétices,or courses of businéss which.op_erated or would bperate as a fraud or deceit.
145. By reason of the: foregoing, defendants Sms and Guerrilla Capital have yiolaicd,

. 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 Section 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 setv forth
ﬁerein. |
’ 147. - Atall relevant times, Siris operated as an investment adviser as defined by Section

| 202(a)( ‘1'1‘) of the Advisers Act [15 U.S.C. § 80b-2(a)(11)], and served in that capacity With respect

to hlS clients and investofs.

148f Defendant Siris, while acting as an investment adviser to pooled investment

'f/elﬁcles, by use -of the mails or ahy means or instrumentalities ef interstate eonunerce, directly or

indirectly, 'made untrue statefnente of material fact or omitted to state a‘material fact necessary to
. make the statemerits made, in light of the circumstances under which they were made, not .
_nﬁeleading,_,to an 'imbfestor or prospectiVe investor in the pooled mVeettnent x}ehicles or oiherwise
engaged in acts, prac_ﬁces, er_ courses of business that are ﬁaudu.lent,‘bdeceptives or manipulative with
' reepeci to an investor .or prospective investor in the pooled investment vehicles.-
149. By reason of the foregoing, defendant Siris violated, and unless ehjdined‘ will agaih

~ violate, Section 206(4) of the Advisers.Act [15 U.S.C. § 80b-6(4)] and Rule 206(4)-8 thereunder
" [17CER. § 275.206(4);8]. | o
| FOURTH CLAIM FOR RELIEF
Vlolatlon of Rule 105 of Regulation M of the Exchange Act
(Agamst Siris and Guerrilla Capltal)

' 150. Paragraphs 1 tbrough 137 are realleged and mcoxporated by reference as though
; 'fully set forth herein.

15 1. In connection with two oﬁ‘enngs of securities for cash puxsuant toa reglstratlon

| statement filed under the Secuntles Act, defendants Siris and Guernlla Capltal, on behalf of Sms s
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: ﬁmds directed short sales of securities that Were the subject of offérings of equity securities for cash
pursuant to a registration statement or a notification on Form 1-A or Form 1-E filed under the

-Securities Act during the Rule 105 restricted period, and purchased the offered securities from an
underwriter or broker or dealer particiﬁating in the offering.

152. Byb reason of the foregoing, defendants Siris and Guerrilla Capital violated, and |

unless enjoined will again violate, Rule 105 of Regulatioﬁ M [17 C.F.R. § 242.105]. |
FIFTH CLAIM FOR RELIEF
- Violation of Section 15(a) of the Exchange Act
' ~ (Against Siris)
153. Paragraphs 1 through 137 are realleged and incorpofated as though fully set forth
herein. .

154.  Defendant Siris, by use of the mai-is or any means or instrumentality of interstate
Cominéfce, effected.t_ransﬁctibns in, or induced or attempted ‘to inducé the purchase or sale of,
securities when he was n(;_t registeréd with the Commission as a broker or dealer or associated with
an éntity 'registeréd w1th the Commiséion asa broker or dealef.

155. By reason of the foregoing, defendant Siris violated, and unless enjoinedrx}vill aga';ink ‘
yi_o.late, Section 15(a)»of’trhe Exchange Act [15 US.C. § 780(a)]. |

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

156. éa;agraphs I through 137 arc realleged and incorporated as though fully set forth
herein. - N

157. ‘D:‘e_fendants Siris aﬁd Hua Mei, from August 14, 2007 to Noveml?er _15, 2007,

directly 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

effect as to those securities.

158. By reason of the foregoing, defendants Siris and Hua Mei violated, and unless

enjoined will again‘violate, Sections 5(a) and-5(c) of the Securities Act [15 U.S.C. § 77¢(a)

and (¢)].

PRAYER FOR RELIEF
WHEREFORE, the Commission respectfully requests t‘hat this Court eﬁter a Final
Judgment:
| (a) Permanently enjoining defendants Siris and Guer:illa-Capital from violating
" Section 10(b) of the Exchangé Act [15U.S.C. § 78j(b)] and Rule 10b-5 [17 C.F.R. § 240.10b-5]
 thereunder, Section 17(a) of the Securities Act [15 U.S;C. § 77q(a)], and Rule 105 of Regulation
M{17CFER.§ 242.105]'; defendants Siﬁs and Hua Mei ﬁom violating Sections 5(a) and (c) of
fhe Securities Act [15 U.S.C. § 77¢(a) and (c)]_; and défendant Siris fron_i yiolating.Sectio_nA
206(4)‘ of the Advi%.ers Act [15.U.S.C. § 80b-6(4)] and Rtﬂe 206(4)-8'ﬂ1¢reunder [17C.F.R.
§ 275.206(4)-8], and Section 15(a) of the Exchange Act [15 US.C. § 780(a)]; |
| (b) Ordering De_fendants? jointly and séVerally_, fo pay disgorgement, together with -
. 'prejudgméht interesf; | | | |
X ('c)‘ Ordermg defendant Siris to pay civil péﬁa_lties under Sections 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 [1.5
U.S.C. § 77t(d)], and Section 209(e) of thé Advisérs Act[15 USC § 80-b(9)(e)] 'for _violatidns
, of the federal securities lav;/s;-and |

(d)  Granting any additional relief the Court deems juét, appropﬁate; or necessary; ‘
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- Dated: New York, New York
July 30, 2012

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 gov)

- 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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UNITED STATES DISTRICT COURT

SOUTHERN DISTRICT OF NEW YORK

SECURITIES AND EXCHANGE COMMISSION, |
Plaintiff,
~Wt.
PETER SIRIS,
GUERRILLA CAPITAL MANAGEMENT, LLC,
aHnSA MEI 21* CENTURY, LLC,

Defendants.
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FINAL JUDGMENT AS TO DEFENDANTS PETER SIRIS, GUERRILLA CAPITAL

A MEI21° CENTURY, LI.C

MANAGEMENT, LLC, AND BU s

The Securities and Exchange Cormmission having filed a Complaint and Defendants Peter

Siris (“Siris™), Guerrilla Capital Management, LLC (“Guerrilla Capital™), and Hua Mei 21*

Century, LLC (“Hua Mei”) (“Defendants™), having entered a general appearance; consented to

the Court’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 concliions of law; and waived any right to appeal

from this Final Judgment:
L

IT IS HEREBY ORDERED, ADJUDGED, AND DECREED that defendants Siris and

. Guerrilia 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 omerwise 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 Rale 10b-5 promuigated thereunder {17 C.F.R. § 240.10b-5], by using any
means or instrumentality of interstate @mmcme, or of the mails, or of any facility of any
nétional securities exchange, in connection with the purchase or sale of any security:

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

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

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

18

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that defendants
Siris and Guerrilla Capital and their agents, set*)ants, employees, attorneys, and all persons in
gctive concert or participation with them who receive actual notice of this Final Judg&:mt by
personal service or otherwise are permanently restrained and enjoined from violating Section
17(a) of the Securit%es Actof 1933 (thé “Securities Act”) [15 U.S.C. § 77q(a)] in the offer or sale
of any secuﬁty by the use of any meané ot instruments of transportation or communication in
interstate commerce or by use of the mails, directly or indirectly: |

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

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

or



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

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 advisét 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 artifice to defraud any client or prospective client, to make any untrue statement of a
material fact or to omit to $tate a material fact necessary to make the statements made, in light of
the circumnstances under which they were made, not misleading, to any investor or prospective
investor in the pooled investment vehicle, or otherwise engage in any act, practice, ot course of
business that is fraudulent, deoepﬁve, or manipulative with respect to any irivestor or prospective
investor in the pooled investment vehicle. ‘

v,

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that defendants
Siris and Guerrilla Capital and their agents, servants, employees, attorneys, and all pérson‘s 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 viofating Rule 105 of
Regulation M {17 C.F.R. § 242.105] 1o sell short-any security that is the subject of an offering of

equity securities for cash pursuant to.a registration statement or a notification on Form 1-A or Form



o

1-E filed under the Securities Act, and purchase the offered security from an underwriter 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.8.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 defeadants
Siris and Hua Mei and their agents, servants, 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 Section 5 of the
Securities Act [15 U.S.C. § 77¢] by, directly or indirectly, in the absence of any applicable
exemption: |
(@  Unless a registration statement is in effect as to a security, making use of any
‘ means or instrumeats of transportation or communication in interstate commerce
or of the mailé to sell such security through the use or medium of any prospectus

or otherwise;
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(b) Unlessa i‘egistralion statement is in effect as to a security, ca;rying 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 thé use
or medium of any prospectus or otherwise any security, unless & 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 step order or (prior to the
effective date of the registration statement) any public proceeding or examination
under Spction 8 of the Securities Act [15 U.S.C. § 77h).

VI,

IT IS HEREBY FURTHER ORDERED, ADJUDGEb, AND DECREED that
Defendants are fiable on & joint and seve@ basis for disgorgement bf $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 shall 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.

‘ v _

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 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(e) of the Advisers Act



{15 U.S.C. § 80-b(9)Xe)). Defendant Siris shall make this payment as provided in and pursuant to
the terms of the payment schedule set forth in paragraph X below after entry of this Final
Judéxnent

IX.

Defendants Peter Siris, Guetriila 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 directly
from a bank account via Pay.gov through the SEC website at
http:/iwww.sec.gov/about/offices/ofim 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

6560 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 as
defendants in this action; and specifying thet payment is made pursuant to this Final Judgment.

Defendants shall simultaneously transmit photocopies of evidence of payment and case
identifying information to the Commission’s counsel in this action. By meking this payment,
Defendants relinquish all legal and equitable righe, title, and interest in such funds and no part of



the funds shall be returned to 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 Comuission and
shall 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, Guerrilia 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 shall pay post
judgment interest on ahy deliﬁquent amounts pursuant to 28 U.S.C. § 1961,

if Defendants Peter Siris, Guerrilla Capital Management, LLC, and/or Hua Mef 21
Century, LLC fail to make any payment by the date agreed and/or in the amount sgreed
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 ﬁhis Court shall retain

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



CON

CONSENT OF DEFENDANTS PETER SIRIS, GUERRILLA CAPITAL
MANAGEMENT, LLC. AND HUA MEJ 21 CENTURY, LLC

Defendants Peter Siris, Guerrilla Capital Management, LLC, and Hua Mei 21%

1.

F DEFENDANTS PETER SIRIS, G CAP

Century, LLC, waive service of a summons and the coraplaint in this action, enter a general

appearance, and admit the Court’s jurisdiction over Defendants 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 form attached hereto (the “Final Judgment™) and

incorporated by reference herein, which, among other things:

(a)

®

permanently restrains and enjoins defendants Siris and Guerrilla Capital from
violating Section 10(b) of the Securities Exchange Act of 1934 (“Exchange Act™)
[15US.C.§ 78j(b)] and Rule 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(aX}1)), 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 [I5U.S.C.§

77e(a) and (¢)]; 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 penalty 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(e) 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 i‘ndemniﬁcation from any source, including but pot limited to payment made
pursuant to any insurance policy, with regard to any civil penalty amount 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. Defendant
Siris further agrees that he shall not claim, assert, or apply for a tax deduction or tax credit with
regard to sny federal; state, or local tax for any penalty amounts that defendant Siris pays
pursuant to the Final Judgment, regardless 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 ent;'y 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 appeal from the entry of
the Final Judgment. |

5. 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 shafi 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 ccsunsel for the Commission,
within thirty days afier the Final Judgment is filed with the Clerk of ﬁle Court, with an affidavit
or declaration stating that Defendants have received and read a copy of the Final Judgment.

9. Consistent with 17 C.FR. § 202.5(0), 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 mse from the facts underlying this action or immunity from anry such criminal liability.

Defendants waive any claim of Double Jeopardy based upon the settlement of this proceeding,

including the imposition of any remedy or civil penalty herein. Defendants fucther acknowledge
that the Court’s entry _of 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, a

statutory disqualification with respect to membership or participation in, or association with a

member of, 8 self-regulatory organization. This statutory disqualification has consequences that
are separate from any sanction imposed in an adininistrative proceeding. In addition, in any

disciplinary proceeding before the Commission based on the entry of the injunction in this

10



action, Defendants understand that they shall not be permitied 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 agree (i) not to take any action or to make or permit to
be made any public statement denying, directly or indirectly, any allegation in the complaint or
creating the impression that the complaint is without factual basis; and (ii) 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 Defendants breach this agreement, the Commission may
petition the Court to vecate 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
legal or factual positions in liﬁgéﬁon or other legal pmc;aedings in which the Commission is not
a party.

11.  Defendants hereby waive any rights under the Equal Access to Justice Act, the
Smaﬂ Business Regulatory 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 attomey’s fees or other fecs,
expenses, ot costs expended by Defendants to 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. Inconnection with this action and any related 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 interviewed by Commission staff at such times and
places as the staff requests upon reasonable notice; (ii) will accept service by mail or facsimi%e
transmission of notices or subpoenas issued by the Commission for documents or testimony at
depositions, hearings, or trials, or in connection with any related investigation by Commission
staff; (iii) appoint Defendants’ undersigned attomey as agent to receive service of such notices
and subpoenas; (iv) with respect to such notices and subpoenas, waive the territorial {imits 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, fodging, and
subsistence expenses at the then-prevailing U.S. Govemment per diem rates; and (V) consent to
persongl 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 further notice.

14.  Defendants agree that this Court shall retain j iction over this matier for the

purpose of enforcing the terms of the Final Judgment.

Dated: VL{/ﬂ {/JJ’ 1~

PETRYpIRE

On 3&!3 o , 2012, ?G‘h.l" Svevs , & person known to me,
personally appeared before me and acknowledged executing the foregoing Consent.

Notary Public
SHEENA FATRICE WONG SHUE . :
Notary Public, State of New York Commission expires: 1 H‘ls'
Qualified in Kings County
No, 01WO06253400
My Commission Explres 12119/ 1S :

12
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GUERMILLA CAPITAL MANAGEMENT, LLC

Dated: /M é'}\ol%

HUA/?/[EI 215T CENTURY, LLC
SHEENA PATRICE WONG SHUE By:/ctce TrAY
Notary Public, State of New York Tit
Qualified fn Kings County ile: MAn 2329 [hiteclell
No, 01WOE253450 Address: b Lo xs

My Commission Expires 1218 ¥5_ ” :S; C !!,7/

On ‘371.\3 & 2012, Peter Siris, a person known to me, pessonally appeared
before me and acknowledged executing the foregoing Consent with full authority to do so on
behalf of Guerrilia Capital Management, LLC, and Hua Mei 21* Century, LLC, as their

Mav\as{us T?ﬂa‘bf

Notary Public
Commission expires:

Approved as to form:

M. William Munno, Esq.

Seward & Kisse! LLP

One Battery Park Plaza

New York, NY 10004

(212) 574-1200

Attorney for Deferdants Peter Siris,

Guerrilla Capital Management, LLC, and Hua Mei 21* Century, LLC

SO ORD . o
Dated 2012 T
United States District Judge
Ronnie Abrams
United States District Judge
Southem District of New York
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