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UNITED STATES DISTRICT COURT s s TR,
SOUTHERN DISTRICT OF NEW YORK s -
DATE FILED: __12/16/201. _
______________________________________________________________ N =
IN RE: TURQUOISE HILL RESOURCES LTD. :
SECURITIES LITIGATION : 13 Civ. 8846 (LGS)
: OPINION AND
: ORDER
______________________________________________________________ X

LORNA G. SCHOFIELD District Judge:

This case is based on the allega that Defendants “reportedaterially inflated revenue
figures,” causing the stock of Turquoise Hilld®arces Ltd. (“Turquoise Hill") to trade at
“artificially inflated prices.” Lead Plaintiff Petr Nemec assehis claims individually and on
behalf of similarly situated shareholders of Turquoise Hill who purchased the company’s
common stock between March 28, 2011 and Nowsrl, 2013, inclusive (th€lass Period”).
The defendants are Turquoise Hill, and five wdlial defendants who are current and former
officers of the company. The Consolidated antended Complaint (the “Complaint”) contains
two counts: (1) securities fraud wiplation of secton 10(b) of the Securés Exchange Act of
1934 and Rule 10b-5 and (2) controlling person liability based on section 20(a) of the Securities
Exchange Act. Defendants move to dismissGbeplaint in its entirety. For the following
reasons, their motion is granted.

BACKGROUND

The facts below are taken from the Complaimti assumed to be true for purposes of this
motion. The Court also considers statementfoocuments incorporated into the Complaint by

reference and legally required public disclesdocuments filed with the Securities and
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Exchange CommissiorSee Tellabs, Ina. Makor Issues & Rights, Licb51 U.S. 308, 322
(2007).
l. Parties

Known as Ivanhoe Mines Ltd. until Auguad12, Defendant Turquoise Hill is a mineral
exploration and development company headquedter Vancouver, Canada. It holds mineral
resource properties around the world. Thermn stock of Turquoise Hill is listed on the
NYSE under the ticker symbol “TRQ.”

Turguoise Hill owns a 57.6% interest in a company called SouthGobi Resources Ltd.
(“SouthGobi”) whose revenue recagon practices are dhe center of this lasuit. SouthGobi
operates a coal mine in Mongolia, is headquarteréthnada, and its stock is listed on the
Toronto and Hong Kong stock exchangesut8Gobi, with its wholly-owned subsidiary
SouthGobi Sands LLC (“Sands”), a company segged in Mongolia, owns and operates the
Ovoot Tolgoi Project (“*Ovoot”), a coal mine locatedMongolia. The coal mine primarily sells
to customers in China. According to Defendai®outhGobi issues its own audited financial
statements. Its financial resudtee also consolidated with theoef Turquoise Hill, due to the
latter’'s majority ownership.

In addition to Turquoise Hill, the Complaint names five individual defendants who
served as officers of Turquoistll during the relevat period. Defendant John Macken served
as Turquoise Hill's Chief Executive Officer unDctober 2010 and as President until April
2012; he also served as SouthGobi’'s Chairfram June 2007 to October 2009 and as director
until April 2012. Defendant Robert Friedlagérved as Chief Executive Officer between

October 2010 and April 2012. Defendant Kay Ge#$tly has served as Chief Executive Officer



since May 2012, as a director since February 2011, and as SouthGobi's Board Chairperson since
September 2012. Defendant Tony Giardini semg&d@urquoise Hill's Chief Financial Officer

and Senior Vice President until April 2012. fBredant Christopher Bateman has served as
Turquoise Hill's Chief FinancleOfficer since May 2012.

. Coal Mine Operations

Ovoot is a coal mine located approximately 40 kilometers from the Mongolia-China
border. In 2010 through 2013, SouthGobi soldDw®ot coal primarily tawo or three large
China-based customers. “During the fourthregreof 2010, the full yea2011, and the first half
of 2012, SouthGobi had struced certain of its contracts suitfat a customer’s coal would be
delivered to stockpiles in a sto@rd located within Ovoot Tgbi's mining license area [in
Mongolia], the location specified in the contractshespoint of title transfer.” Customers were
responsible for picking up the cdabm the Ovoot stockyard.

Until the second half of 2012, revenue wasognized at the time of delivery in the
stockyard, even though “the risk loss stayed with SouthGobi until the customer physically
transported the coal off the Ovoot Tolgoi Mipmperty.” The Complaint contains accounts
from two confidential withesses. Confident&ltness No. 1 (“CW1") wdked as a financial
reporting advisor at SouthGobi from NovemB6d.2 to June 2013. CW 1 stated that, during the
Class Period, SouthGobi's “remue was recognized based uparonstructive obligation on, and
history of, the customer coming to the stockyargitik up the coal,” rather than “whether the
customer actually picked up the coal at tleelsyard.” CW 1 explaied that, during periods
where coal prices declined, customers becameanelised to pick up the coal that they had

contracted to buy at a higher price.



Confidential Witness No. 2 (“CW2") was @hoyed by Sands in Mongolia as a mining
operations manager from May 2008 through M&@hl. CW 2 stated that, due to difficulties
with transportation at the China-Mongolia berdcustomers were often delayed in picking up
coal. CW 2 also explained that “the risklo$s stayed with SouthGobi until the customer
physically transported the codf the [SouthGobi] property.”

During the Class Period, SouthGobi facegiiad challenges operating in Mongolia.
Transportation across the Mongelthina border was troubled byfiastructural difficulties,
particularly through the early pmn of the Class Period. &ke transportation difficulties
frequently delayed customers in picking up tleial at the stockyard. SouthGobi also faced
other challenges, including volatiliin the Chinese coal markatd “ongoing investigations by
the Mongolian authorities intoorruption and tax evasion.”

In the second half of 2012, SouthGobnducted “a comprehensive strategic review of
[its] business” and reviewed its revenue recagnipolicies. SouthGobi thereafter changed its
revenue recognition practice, such that revemaeld not be recognized until a customer
collected the coal from the stockyard, insteédt the time the coal was delivered to the
stockyard.

[11.  PressReeases, Annual Reports, and SEC Filings

The Complaint incorporates the text oégs releases issued by Turquoise Hill from
March 2011 through August 2013 as well as quartanly annual reports filed with the SEC
during that period. These documents announcedubise Hill's quarterly financial results and
detailed, inter alia, (1) the role of SouthGobi as a significant partrofiise Hill's business,

(2) SouthGobi's sales and reverara (3) SouthGobi’s contributido Turquoise Hill’s financial



results.

The Complaint also quotes certificationgrg@d, pursuant to the Sarbanes-Oxley Act, by
Defendants Friedland, Priestly, Glari and Bateman. These certificas state, iter alia, that
(1) each individual Defendant reviewed Turqudisis financial statements and (2) “[b]ased on
[each person’s] knowledge, having exercised redderdiligence,” the financial statements did
not contain any misrepresentations.

The Complaint also quotes annual repptiblished by Turquoise Hill and SouthGobi
during the Class Period. Onew@hGobi report is worth notingThe Complaint alleges that
SouthGobi's annual report for 2012 showed tisatuthGobi experiencedsevere deterioration
in its aging receivables.” Specifically, “Stw@obi’s trade and otheeceivables totaled $17.4
million at December 31, 2012, but approximately 8&P%hat total ($15 million) was over six
months old.”

On November 8, 2013, Turquoise Hill issweedress release that announced it would
“restat[e] its consolidatefinancial results for 2010, 2011, 2012 and the affected quarters,
including 2013,” following a decision by SouthGobi thiaplans to restate its financial results.”
The release further stated:

The planned restatement is due to a change in SouthGobi's
determination of when revenulkauld be recognized in accordance
with International Financial Repiimg Standards from its sales of
coal previously recognized in fourth quarter of 2010, the full year
2011 and the first half of 2012. The transactions in question
involved sale contracts upon whicevenue was recognized upon
delivery to customers’ stockpiles a stockyard located within
SouthGobi's Ovoot Tolgoi mine’siining license area. Starting in
the second half of 2012, SouthGobi adopted new terms in its sales
contracts to provide for transfef title upon loading the coal onto
customers’ trucks and revenue Heeen recognized at the time of

customer collection in respeat sales under s contracts.
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The same day, Turquoise Hill disclosed thaiaitl received an SEC comment letter in March
2013 concerning Turguoise Hill's year-end finestatements for 2012, and asking about “the
appropriate accounting and disclosure under GAAP of the [SouthGobi @] transactions.”
On November 11, 2013, Turquoise Hill furthesadosed that its 2010 and 2011 revenues had
been inflated by 32 and 36 percent, redpelst. On November 14, 2013, Turquoise Hill
published its restated finant&atements for 2011 and 2012dadisclosed that the improper
revenue recognition was caused by atenial weakness in [Turquoise HilJinternal control
.. ., resulting in the failure to properly accotmtrevenues” -specifically, that the company
“did not ensure that all aspects of sales arrangeweere considered the determination of the
appropriate accounting,” resulting in the iraper recognition of renue “upon delivery to
customers’ stockpiles, rather than at theetioh customer collection of the product.”
V. Claims

The Complaint alleges thaturing the Class Period, Defendants knew, but concealed
from the public, that Turquoideill had (1) overstated its revera violation of Generally
Accepted Accounting Principles (“GAAP"hd Generally Accepted Auditing Standards
(“GAAS”), (2) prematurely reported revenue, g3l implemented deficient internal accounting
controls. The Complaint further alleges tBefendants failed to implement effective
accounting controls and “knew andfecklessly disregarded”ah“the public documents and
statements issued . . . were materiallydalad misleading.” “[W]hen Defendants’ prior
misrepresentations and omissi@ml fraudulent conduct were reve@| shares of Turquoise Hill
stock declined -- evehce that the prior artificial inflation in the price of Turquoise Hill’s shares
was eradicated,” causing sharehodd® suffer economic losses.
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STANDARD

On a motion to dismiss, this Court accepts as true all well-pleaded factual allegations.
See Hooks v. Forman, Holt, Eliades & Ravin, | ZC7 F.3d 282, 284 (2d Cir. 2013). To
withstand dismissal, a pleading “must contain sufficient factual matter, accepted as true, to ‘state
a claim to relief that is plausible on its faceAshcroft v. Igbal556 U.S. 662, 678 (2009)
(quotingBell Atl. Corp. v. Twomb|\550 U.S. 544, 570 (2007)). Kfeadbare recitals of the
elements of a cause of action, supported byeroenclusory statements, do not suffic&d”

Rule 8 of the Federal Rules of@iProcedure “requires factuall@ations that are sufficient to
‘give the defendant fair notice of what the claim is and the grounds upon which it rests.”
Anderson News, L.L.C. v. Am. Media, Ji&80 F.3d 162, 182 (2d Cir. 2012) (alteration in
original) (quotingTwombly 550 U.S. at 555}ert. denied133 S. Ct. 846 (2013).

Where the alleged predicate acts are fraugfiatiff must “state with particularity the
circumstances constituting fraudtirsuant to Federal Rule ofviliProcedure 9(b). Securities
fraud claims also are subjecttte “[e]xacting pleading requiremis” of the Private Securities
Litigation Reform Act of 1995Tellabs 551 U.S. at 313, which provides that a complaint must
state with particularity “facts givg rise to a strong inferenceatithe defendant acted with the
required state of mind,” 18.S.C. § 78u-4(b)(2)(A).

A critical element of federal securities fraud claim is scient8eeCarpenters Pension
Trust Fund of St. Louis v. Barclays PLT50 F.3d 227, 232 (2d Cir. 2014). “The requisite state
of mind in a section 10(b) and Rule 10b-5 actioansntent to deceive, manipulate, or defraud.”
ECA, Local 134 IBEW Joint Pension Trust of Chi. v. JP Morgan Chas&®&dF.3d 187, 198

(2d Cir. 2009) (internal quotation marks omittedhe scienter requirement may be met by



alleging facts to show either “(1) thatfdedants had the motive and opportunity to commit
fraud[] or (2) strong circumstantial evidencecohscious misbehavior or recklessness,” but
where motive is lacking, “the strength of tiecumstantial allegationsiust be correspondingly
greater . .. ."Id. at 198-99 (internal quotation marks itied). The Second Circuit has observed
that:

[a]t least four circumstances mayegirise to a strong inference of

the requisite scienter: where the [Clomplaint sufficiently alleges that

the defendants (1) benefitted in a concrete and personal way from

the purported fraud; (2) engageddeliberately illegal behavior; (3)

knew facts or had access to information suggesting that their public

statements were not accurate; grfédled to check information they
had a duty to monitor.

Id. at 199 (internal quotation marks omitted).

The Supreme Court has held that for an infezesfahe requisite samter to be “strong”
in accordance with § 78u-4(b)(2)(A), it must‘ibeore than merely ‘reasonable’ or ‘permissible’
-- it must be cogent and . . . at least ampelling as any opposing inference one could draw
from the facts alleged.Tellabs 551 U.S. at 324. That inquicannot be conducted in a
vacuum, but is “inherently comparative” -- i.e.,caurt must consider plausible, nonculpable
explanations for the defendant’s conductwal as inferences favoring the plaintiffid. at 323-
24. Thus, while the inference of scienter “needb®oirrefutable . . . or even the most plausible
of competing inferences,” it must ber@ng in light of othe explanations.”ld. at 324 (internal
guotation marks omitted).

DISCUSSION

l. Section 10(b) Claim

Plaintiff's claims under section 10(b) aRdile 10b-5 must be dismissed, as the



Complaint fails to plead requisite scienter bpwing either “(1) thatlefendants had the motive
and opportunity to commit fraud[] or (2yshg circumstantial egence of conscious
misbehavior or recklessnesg§CA 553 F.3d at 198-99.

A. Motive and Opportunity

“In order to raise a strongference of scienter througmotive and opportunity’ to
defraud, Plaintiffs must allege that [Defenddribenefitted in some concrete and personal way
from the fraud.”” Id. at 198 (citingNovak v. Kasak216 F.3d 300, 308 (2d Cir. 2000)). Here,
the Complaint alleges that Defendants madestatements “for the purpose and effect of
concealing Turquoise Hill’'s true financial resuétnd internal controls from the investing public
and supporting the artificially irdted price of its common stockReither this allegation nor
any of the other paragraphs of the Compldescribe a sufficient motive on the part of
Defendants. A corporate officeeneral desire to maintairhggh stock price does not satisfy
the motive requirementd. (“Motives that are common to most corporate officers, such as the
desire for the corporation to agyeprofitable and the desire tedp stock prices high to increase
officer compensation, do not constituteotive’ for purposes of this inquiry.”see alsdNovak
216 F.3d at 308 (allegations thatporate insiders sought to “maaim a high stock price . . . to
increase executive compensation” do not showvmpbut allegations that corporate insiders
kept “stock price artificially high while thegold their own shares at a profit” do). Also,
Plaintiff's argument seems tolyeexclusively on the alternatvmeans of showing scienter and
does not contend that the Complaint alketyaotive and opportunity” to defraud.

B. Conscious Misbehavior or Recklessness

A plaintiff may raise a strong inferencesafienter through circumstantial evidence of



conscious misbehavior or recklessness, butstrength of the circumstantial allegations must
be correspondingly greaterKalnit v. Eichler 264 F.3d 131, 142 (2d Cir. 2001). As the
circumstantial evidence alleged in the Compléatis well short of this standard, Plaintiff's
section 10(b) claim also fails under the “cansis misbehavior aieckless” theory.

Plaintiff argues that the Complaint allegesesal facts that, taketogether, support an
inference of scienter. None of these facts, ictamed individually or together, are sufficient to
plead scienter concerning the alleged misappba of accounting principles at SouthGobi, a
Turquoise Hill subsidiary. With the exceptionMacken (who served as a SouthGobi director)
and Priestly (who serves asi8hGobi’'s Chairperson), the Cofamt does not allege that
Defendants are employed by or occupy any bpasitions at SouthGobi during the Class
Period. Furthermore, a parent company’s reliance on a subsidiary’s audited financial statements
is not necessarily unreasonabfgee Chill v. Gen. Elec. Cd.01 F.3d 263, 271 (2d Cir. 1996)
(agreeing that “[ijntentional misconduct or reddaess cannot be presumed from a parent’s
reliance on its subsidiary’sternal controls”) (quotingslickman v. Alexander & Alexander
Servs., InG.No. 93 Civ. 7594, 1996 WL 88570, at *15 (S.D.N.Y. Feb. 29, 1996)). Indeed, the
Complaint does not allege that Turquoise 'slidluditors disapproveaf SouthGobi’'s accounting
practices or found any lack of interr@introls prior to the restatemeree In re Bausch &
Lomb, Inc. Sec. Litig592 F. Supp. 2d 323, 341 (W.D.N.Y. 20@8) is notewothy that [the]
outside auditor[s] did not question [the porate defendant’s] accoungipractices.”) (citing
Kushner v. Beverly Enters., In817 F.3d 820, 829 (8th Cir. 2003)). In short, although a
restatement inherently acknowledges an errarcompany’s financial statements, the

Complaint’s allegations do not support an infex that this error was intentional or that
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Defendants furthered the erroontoned it or were even awareitofintil steps to review and
ultimately correct it began.

Plaintiff's arguments to theontrary are unavailing. Firg®laintiff asserts that the
relevant accounting principles haare “simply stated and . . ratghtforward” and that, “where
GAAP and its application are bascourts have found an inferee of scienter.” Generally,
“allegations of GAAP violationsr accounting irregularities, stding alone, are insufficient to
state a securities fraud claimNovak 216 F.3d at 309. Here, the Complaint does not support
the conclusion that application of the releveevenue recognition aaanting principles was
necessarily obvious or straightforward.

Second, Plaintiff argues that the Complaint alleges facts concerning individual
Defendants sufficient to support exfierence of scienter. In gécular, the Complaint alleges
that (a) individual Defendantgeriodic review of Turquoiseills consolidated financial
statements “gave them knowledge and/or admesgormation” about SouthGobi’s revenue
recognition practices, (b) indoual Defendants would have be@ecessarily involve[d]” in
Turquoise Hill's response to the SEC’s March 208 ment letter and (€)efendant Priestly --
who was Turquoise Hill's CE@nd SouthGobi’s Chairman, ascountant -- was a part of the
“new management” that conducted the 2012 siratesview that ledo the revision of
SouthGobi’s revenue recognitipiolicies. These allegations dot satisfy the stringent
particularity requirement imposed by Federal Rule of Civil Rule 99&e Aetna Cas. And Sur.
Co. v. Aniero Concrete Co., Inel04 F.3d 566, 579 (2d Cir. 2008jjlls v. Polar Molecular
Corp, 12 F.3d 1170, 1175 (2d Cir. 1993). Rather, exaspo Priestly, they are conclusory

“accusations founded on nothing more than [defatsfacorporate positin[s]” and “are entitled
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to no weight.” Plumbers & Steamfitters Local 773 PamsFund v. Canadian Imperial Bank of
Commerce694 F. Supp. 2d 287, 300 (S.D.N.Y. 2010). td®efendant Priestly, the allegations
as readily lead to the conclusion that she wasgéan effort to investigate and correct the
financial statements rather than mislead.

Similarly unavailing is Plaintiff's reliace on allegations of individual Defendants’
Sarbanes-Oxley certifications. Plaintiff has fafter[ed] any particularzed allegation of an
inference that . . . the related CEO and CF@ifaations pursuant to the Sarbanes-Oxley Act
were not honestly and reasonably éedid to be true when madeBausch & Lomb592 F.

Supp. 2d at 341accordGarfield v. NDC Health Corp466 F.3d 1255, 1266 (11th Cir. 2006)
(“[A] Sarbanes—Oxley certification is onlyqrative of scienter if the person signing the
certification was severely reckless in certityithe accuracy of the financial statements.”)

Nor are the allegations obofidential witness accounts suftait to plead scienter. The
Complaint does not allege that either confitldwitness had any caatt with the individual
Defendants, or even any Turquoise Hill employBlene of the allegatiorsbout the confidential
witnesses are tied to, or havwgyebearing on, any indidual Defendant or kior her state of
mind.

Third, Plaintiff contends that SouthGobi’s “high level of aging reaglies” alleged in the
Complaint was a red flag that Defendants canssly or recklessly disregarded. However, the
Complaint does not allege that the Defendanfaguoise Hill had any reason or responsibility
to be aware of the level of regables at the subsidiary. lddition, while the Complaint alleges
that, at the end of 2012, approximat®6 percent of SouthGobi'®ceivables were more than six

months old, the significance tife receivables is inconclusi, as SouthGobi had already
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conducted its comprehensive review, reviseddtgracts and changed or was in the process of
changing its revenue ¢egnition policy.

Fourth, Plaintiff describes the magnitude ofduoise Hill's restatement as “substantial,”
in order to create an inference of scienterthéligh “the magnitude [of a restatement] can be
relevant to the scienter inquiry . it is clear that the size tife fraud alone does not create an
inference of scienter.’Dobina v. Weatherford Int'l Ltd909 F. Supp. 2d 228, 250-51 (S.D.N.Y.
2012) (internal quotation marks and emphasis omittéte magnitude of a restatement, in other
words, must be presented in tandem with iotireumstantial evidend® suggest scientelSee
Rothman v. Gregor220 F.3d 81, 92 (2d Cir. 2000) (corsithg magnitude of write-off, in
conjunction with poor sales, to discieitdference suggested by defendaniisye Scholastic
Corp. Sec. Litig.252 F.3d 63, 77 (2d Cir. 2001) (considermggnitude of special charges listed
by defendant in financial statements, in confiorcwith misrepresentations about sales, as
suggestive of scienter). A restatement is sinaptprrection, after the fact, of an accounting or
other error in financial resultsThe fact of an error, evenlarge error, does not suggest
knowledge or intent to misstate when the finan@aults were originallpublished, particularly
when the error was a matter of judgment and matlaliy in the audited fhancial statements of
a subsidiary. Plaintiff relies on the magnituddéhe restatement unsupported by other factors
that would lead to an inference of scienter.

Fifth, Plaintiff asserts thaturquoise Hill's “materiallyweak” accounting controls
suggest scienter. However, the weak accountimdrals with regard to revenue recognition are
not alleged to have been flagged by the auddotsought to the attention of Defendants until

after the allegedly false and naalding financial statements wéssued and in conjunction with
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the restatement. The accounting controls weraften-the-fact explaation for why the error

had occurred, not a red flag before it wasalsced. Plaintiff cites no legal authorities that
allegations of deficient accounting contralsne (without any connection to a particular
defendant), sufficiently plead scienteee Chill 101 F.3d at 270-71 (reasing that “intentional
misconduct or recklessness cannot be presurnaddrparent’s reliance on its subsidiary’s
internal controls” (alteration omitted)). The weakness of the controls, then, is insufficient to
allege scienter.

Sixth and finally, Plaintiff argues that Defendants identifiedt8Gobi as one of
Turquoise Hill's “three core businesses,” whichrpiés an inference of scienter under the “core
operations doctrine.” Courts this Circuit have observed, “theileconsiderable doubt whether
the core operations doctrine survived enactment of the PSLRArISley v. IEC Elecs. Corp.
No. 13 Civ. 4507 JMF, 2014 WL 4473373, at *5 (S.D.N.Y. Sept. 11, 2@t4prdFrederick v.
Mechel OAQ475 F. App’x 353, 356-57 (2d Cir. 2012). The parties dispute whether SouthGobi
should be considered a “core bwesie” here. In any event, régag this issue is unnecessary
because “allegations of a company’s core dpmra . . . can provide supplemental support for
allegations of scienter, [but] they canmstablish scienténdependently.”New Orleans Emps.
Ret. Sys. v. Celestica, Ind55 F. App’x 10, 14 n.3 (2d Cir. 201HgcordIn re Wachovia Equity
Sec. Litig, 753 F. Supp. 2d 326, 353 (S.D.N.Y. 2011).

A holistic view of the Complaint, includg the alleged role @outhGobi in the
operations of Turquoise Hill, does not support dargnce of scienter. A&ordingly, Plaintiff's

section 10(b) claim must be dismissed.
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. Section 20(a)

As Plaintiff’'s section 10(b) claim is disssed, Plaintiff's section 20(a) claim against
individual Defendants necessarily fails.

“In order to establish a prinfacie case of liability under 8§ g8), a plaintiff must show:
(1) a primary violation by a controlled pers@B) control of the primary violator by the
defendant; and (3) that the controlling pera@s in some meaningffsense a culpable
participant in the pmary violation.” Boguslavsky v. Kaplari59 F.3d 715, 720 (2d Cir. 1998)
(internal quotation marks omitted). Thus, “[aipitiff must first pleadacts showing a primary
violation of the securities laws by the allegedly controlled persbmré Alstom SA406 F.
Supp. 2d 433, 486 (S.D.N.Y. 2008 cord Brown v. Hutton Grp795 F. Supp. 1317, 1324
(S.D.N.Y. 1992) (“[I]t is impossible to stateclaim for secondary liability under Section 20
without first stating a claim fasome primary violation of thessurity laws on the part of the
controlled party.”).

As Plaintiff has failed to state a claim for anpary violation of securities law, Plaintiff's

section 20(a) claim must be dismissed.
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CONCLUSION

For the foregoing reasons, Defendants’ motmdismiss is GRANTED in its entirety.
The Clerk is directed to closke motion at Docket No. 47.
SO ORDERED.

Dated:December &, 2014
New York, New York

7//44%

Lom(A G. SCHOFIEL6
UNITED STATES DISTRICT JUDGE
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