
SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK
--------------------------------------------------------------------X

VUZIX CORPORATION,

Plaintiff, Index No.:

Date Purchased:
-against-

SUMMONS

RICARDO ANTONIO PEARSON a/k/a

RICHARD PEARSON,
Defendant.

--------------------------------------------------------------------x

TO THE ABOVE NAMED DEFENDANT:

YOU ARE HEREBY SUMMONED to answer the Verified Complaint in this action

and to serve a copy of your answer, or, if the Verified Complaint is not served with this

Summons, to serve a notice of appearance, upon the Plaintiff's attorney within twenty (20) days

after the service of this Summons, exclusive of the day of service (or within thirty (30) days after

the service is complete if this Summons is not personally delivered to you within the State of

New York); and in case of your failure to appear or answer, judgment will be taken against you

by default for the relief demanded in the Verified Complaint.

The basis for venue is that this action is based on the tortious acts and conduct of

Defendant that have caused substantial injury to Plaintiff that occurred within this County. In

addition, Defendant transmitted his defamatory articles to Seeking Alpha Inc., the owner

and operator of the eponymous website, which has its headquarters at 345 Seventh Avenue,

New York, New York.
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Dated: New York, New York

April 5, 2018

Respectfully submitted,

SICHENZ A ROSS FERENCE KESNER LLP

By:

Irwin Weltz

Thomas Scot Wolinetz

1185 Avenue of the Americas,
37d'

Floor

New York, New York 10036

Tel. No. (212) 930-9700

Attorneys for Plaintiff
Vuzix Corporation

To: Ricardo Antonio Pearson a/k/a Richard Pearson

191 Broadway, Apt 1E

Dobbs Ferry, New York 10522
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â€”â€”â€”

SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK
--------------------------------------------------------------------x

VUZIX CORPORATION,

Plaintiff, Index No.:

Date Purchased:
-against-

VERIFIED COMPLAINT

RICARDO ANTONIO PEARSON a/k/a

RICHARD PEARSON,
Defendant.

-------__________--------________-----------------------------------X

Plaintiff Vuzix Corporation ("Vuzix"), by and through its undersigned attorneys, as and

for its Verified Complaint against Defendant Ricardo Antonio Pearson a/k/a Richard Pearson

("Pearson"), alleges and states as follows:

NATURE OF THE ACTION

1. Vuzix brings this action to recover substantial damages against Pearson for his

false and defamatory statements. Vuzix is a leading supplier of Smart-Glasses and Augmented

Reality technologies and products for the consumer and enterprise markets. It is a growing and

well-run company with a seasoned management team, notable investors and strategic partners.

In fact, Vuzix has received numerous awards and accolades for its products and designs, and

holds 66 patents (43 additional patents pending) and numerous IP licenses in the near-eye display

field. Notably, in January 2015, Intel Corporation purchased $24,813,000 of Vuzix's Series A

Preferred Stock, and in December 2017 Vuzix entered into a 3-year supply agreement with

Toshiba Information Equipment (Hangzhou) Co., Ltd. ("Toshiba") for a Smart Glasses designed

and built for them by Vuzix. Vuzix's total revenues have also been growing as Vuzix's overall

sales for 2017 exceeded $5 million, which is a 160'/0 increase over the prior year.
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Articles"Articles"

2. Pearson recently published false and defamatory "short and
distort"

articles about

Vuzix viaMoxreports.com and SeekingAlpha (the "Pearson Articles"). Pearson's scheme is that

he takes a short position in shares of public companies and then publishes false and defamatory

articles about such public companies to drive the share price down in order to obtain a hefty

profit for himself when he covers his short position. This is exactly what Pearson did to Vuzix.

In fact, as a direct and proximate consequence of Pearson's lies, Vuzix's share price quickly

dropped in value from $7.65 to $5.15, a decrease of over 30% in per share value.

PARTIES

3. Plaintiff Vuzix Corporation is a Delaware Corporation, with its principal place of

business located at 25 Hendrix Road, West Henrietta, New York 14586. Vuzix is publicly traded

on NASDAQ under the symbol
"VUZI."

4. Upon information and belief, Defendant Ricardo Antonio Pearson a/k/a Richard

Pearson is an individual residing at 191 Broadway, Apt 1E, Dobbs Ferry, New York 10522.

Pearson used the Moxreports.com and Seeking Alpha to spread his false and defamatory

statements about Vuzix. Moxreports.com is a website run by Pearson. Seeking Alpha is an

internet website focused on the financial markets that publishes content written by its members.

JURISDICTION AND VENUE

5. This Court has jurisdiction over Pearson pursuant to CPLR § 301 because Pearson

is a resident of New York.

6. Venue is proper in this Court because this action is based on the tortious acts and

conduct of Pearson that have caused substantial injury to Vuzix that occurred within this

County. In addition, Pearson transmitted his defamatory articles to Seeking Alpha Inc., the

22
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owner and operator of the eponymous website, which has its headquarters at 345 Seventh

Avenue, New York, New York.

BACKGROUND

Vuzix Is An Industry Leader

7. Founded in 1997, Vuzix is engaged in the design, manufacture, marketing and

sale of wearable display devices. These devices are worn like eyeglasses and feature built-in

video screens that enable the user to view and interact with video and digital content, including

movies, video games, computer data and the Internet. Vuzix's wearable display products are

known commercially as smart and Augmented Reality Glasses, Video iWear (Eyewear) and

head mounted displays (or HMDs). These products are capable of providing virtual, large high-

resolution screens and yet they can fit in a user's pocket or purse and can be viewed practically

anywhere and at anytime.

8. Vuzix's devices can also be used for Augmented Reality applications in which the

user has their real world view augmented with computer generated information. Vuzix's

products are designed to work with mobile electronic devices, including cell phones, laptop

computers, tablets, portable media players and gaming systems.

9. Vuzix produces and sells two main types of wearable display products: Smart

Glasses for a variety of enterprise and commercial users and applications, including Augmented

Reality, and Video Viewing glasses for on-the-go users as mobile displays for entertainment and

gaming. Vuzix's products are available with varying features, including with and without

application running computer processors, and are offered as either monocular or binocular

display systems. With its origins in defense research and development for next-generation
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"Blade"

military display solutions, Vuzix is now focused on pursuing the enterprise and consumer

markets for wearable computing and personal Augmented Reality display devices.

10. Since 2005, Vuzix has won numerous Consumer Electronics Show ("CES")

awards for innovation, as well as several wireless technology innovation awards, amongst others.

11. As a respected industry pioneer and leader, Vuzix maintains a strong intellectual

property portfolio consisting of 66 patents issued and an additional 43 pending. Some of its

competitive technology differentiators include Passive and Dynamic Holographic waveguide

optics for existing micro displays, user interface gesture control and ambient light transmission

control, LED micro scanning display engine, large field of view HD optics, and full color

waveguide optics with active development plans for curved see-through optical imaging

waveguides.

12. The most recent product introduced by Vuzix is the Vuzix Blade™ (the "Blade").

The Blade is the first Augmented Reality Smart Glasses featuring Vuzix's advanced waveguide

optics for hands-free mobile computing connectivity and location aware Augmented Reality

content. The Blade provides the user with the wide range of features and capabilities in a natural

glasses form factor, and such features range from basic text messaging and answering the phone

to overlaying mapping directions, menus, weather, events, stocks, video conferencing, sports

updates, social feeds, bio-metrics and more, right in front of the user.

13. The Blade allows the user to intuitively navigate via simple swipes and taps on its

eyeglass temple frame, or leverage voice controls and external AI systems. This allows users to

leave their phones in their pockets for most functions and adds the ability to connect the

information being presented to the real world, including that from cloud based AI solutions like

Amazon Alexa. The Blade will help track a user's health levels for fitness activities to getting

4
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â€”

â€”

the Yelp score for the user's next dinner and with its built in camera will easily allow social

media sharing by simply recording the events at hand. The Blade also delivers a "hands
free"

connection of the digital world to the real world, providing unprecedented access to location-

aware connected information. The Blade's private, see through, full color, bright, high resolution

display screen performs both indoors and outdoors.

14. Vuzix is managed by a seasoned team of experienced and dedicated professionals,

including:

a. Paul J. Travers-Paul J. Travers is a founder, the Chief Executive Officer,

President and a Director of Vuzix. Mr. Travers has served as Vuzix's President

and Chief Executive Officer since 1997 and as a member of the board of directors

since November 1997. Prior to the formation of Vuzix, Mr. Travers founded both

e-Tek Labs, Inc. and Forte Technologies Inc. He has been a driving force behind

the development of Vuzix's products for the consumer market. With more than 30

years of experience in the consumer electronics field, and 15 years of experience

in the virtual reality and virtual display fields, he is a nationally recognized

industry expert He holds an Associate degree in engineering science from

Canton, ATC and a Bachelor of Science degree in electrical and computer

engineering from Clarkson University.

b. Grant Russell-Grantâ€” Russell is the Chief Financial Officer, Executive Vice-

President, Treasurer and a Director of Vuzix. Mr. Russell has served as Vuzix's

Chief Financial Officer since 2000 and as a member of the board of directors

since April 2009. From 1997 to 2004, Mr. Russell developed and subsequently
sold a successful software firm and a new concept computer store and cyber cafe.

In 1984, he co-founded Advanced Gravis Computer ("Gravis"), which, under his

leadership as President, grew to become the world's largest PC and Macintosh

joystick manufacturer with sales of $44,000,000 worldwide and 220 employees.

Gravis was listed on NASDAQ and the Toronto Stock Exchange. In September

1996, Gravis was acquired by a US-based Fortune 100 company in a successful

public tender offer. Mr. Russell holds a Bachelor of Commerce degree in Finance

from the University of British Columbia and is both a US Certified Public

Accountant and a Canadian Chartered Accountant.

c. Paul Boris-Paul Boris is the Chief Operating Officer and a Director of Vuzix.

Mr. Boris joined Vuzix after spending two plus years at General Electric ("GE")
in a variety of executive leadership roles including CIO of Advanced

Manufacturing Strategy, Site Leader of the Advanced Manufacturing and

Software Technology Center and most recently as the Vice President of

5
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Manufacturing Industries of GE Digital. As CIO of Advanced Manufacturing

Strategy for GE, he focused on driving GE's innovative factory strategy to

increase productivity and deliver the optimization of assets and operations. In his

most recent role, Mr. Boris focused on defining and enabling GE's commercial

strategy for Brilliant Manufacturing by working with companies to accelerate

their own digital transformation. Prior to working at GE, Mr. Boris spent over

eight years in a variety of executive roles overseeing manufacturing and

operations strategy at SAP. Mr. Boris was the dynamic force behind the Perfect

Plant initiatives at SAP where he was Global Vice President, Enterprise

Operations Management. He served as director at the National Association of

Manufacturers, the US's largest industrial trade association for just under five

years to 2014. Mr.
Boris'

breadth of manufacturing operations and technology-

related capabilities and experiences enable him to bring significant value to

Vuzix.

15. Vuzix has attracted the attention of significant investors and strategic partners.

On January 2, 2015, Intel Corporation purchased $24,813,000 of Series A Preferred Stock. Each

share of Series A Preferred Stock is convertible into 100 shares of common stock and votes on

an as-converted basis with the common stock. If converted, this represents a 15% ownership

stake based upon the current number of outstanding common shares.

16. On December 6, 2017, Vuzix entered into a supply agreement (the "Master

Supply
Agreement"

or "MSA") with Toshiba. The MSA sets forth the general terms and

conditions, including with respect to product quality, product changes, minimum order quantities

and deliveries and pricing pursuant to which Vuzix will sell to Toshiba and its affiliates the

Smart Glasses product that was developed pursuant to a development agreement between Vuzix

and a Toshiba affiliate. Any such sales will be made pursuant to purchase orders which Toshiba

may submit to Vuzix in its discretion.

17. Pursuant to the MSA, Vuzix agreed to sell such product exclusively to Toshiba

for a period of up to 12 months, subject to Toshiba's submitting a minimum of $5,000,000 of

purchase orders. The product is being co-branded and labelled as a Toshiba product, "Powered

6
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by
Vuzix"

and is expected to be sold on a global basis by Toshiba Client Solutions group, which

will bundle the Smart Glasses unit with a specially designed mobile edge computing system that

Toshiba principally developed for this program. The MSA has a three year term, subject to

earlier termination under certain conditions. Vuzix recently received its first purchase order from

Toshiba totaling $1,068,000.

18. Vuzix continues to grow its business and operations. In fact, overall revenues for

2017 exceeded $5 million, which is a 160% increase over the prior year, and Vuzix now has 63

full-time employees with offices in New York, the United Kingdom, Spain and Japan.

Pearson's Short And Distort Scheme Directed At Vuzix

19. This action arises from a classic "short and
distort"

scheme. In such a scheme,

short-sellers borrow securities, sell them and then drive the price of their target company's stock

down by spreading materially false, misleading, defamatory and disparaging information about

the company. Once the company's stock drops to an artificially low price, ideally zero, the

short-sellers repurchase and return the borrowed securities, pocketing the difference. This is

precisely what Pearson has done and continues to do against Vuzix.

20. On March 16, 2018, Pearson published a short and distort
"report"

on

Moxreports.com and on March 20, 2018 Pearson published another hit piece entitled "Vuzix: Far

Worse Than Anyone Had hnagined"
on Seeking Alpha. Seeking Alpha requires no educational,

professional or journalistic credentials to publish on its website. Seeking Alpha does not check

into the factual authenticity of the posted content or validate that the author's opinions are

worthy of merit. Indeed, Seeking Alpha disclaims any responsibility for the content of what

appears on its website.

7
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21. The Pearson Articles were distributed globally on the Internet. Upon information

and belief, the Pearson Articles have been disseminated or linked to other websites, as well.

22. The Pearson Articles are riddled with false, misleading and defamatory statements

about Vuzix. Pearson was motivated by a malicious desire to destroy Vuzix's business and

depress its share price so that Pearson could profit from short selling his shares of Vuzix's stock.

Not surprisingly, Pearson specifically states in the Pearson Articles that "[t]he author is short

VUZI."

The False And Defamatory Statements

23. The statements, implications and meanings set forth in the Pearson Articles that

are identified below are among the many false and libelous statements in the Pearson Articles.

Pearson knew and intended that the statements set forth in the Pearson Articles, including those

identified below, would convey false and defamatory implications and meanings concerning

Vuzix to any person reading it or being informed of its contents, as to cause panic and

uncertainty regarding investment in Vuzix, including and especially in the eyes of Vuzix

shareholders.

24. The statements, implications and meanings set forth in the Pearson Articles,

including those identified below, were published by Pearson with malicious motives, as part of

Pearson's desire to damage Vuzix and decrease its share price for his own personal gain and to

the detriment of Vuzix's shareholders.

25. At the time of the publication of the Pearson Articles, Pearson acted with actual

malice in that Pearson knew that the defamatory statements, implications and meanings,

including those identified below, were false, and nonetheless published them in reckless

8
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disregard of their falsity, or alternatively, published them without reasonable grounds for

believing that the statements, implications and meanings were true.

False And Defamatory Statements, Implications And Meanings

Regarding Vuzix's General Business and Operations

26. Pearson falsely states in the Seeking Alpha article that: "Vuzix is a stock

promotion which shows blatant signs of fraud. The setup here is nearly identical to the dozens of

other stock frauds or promotions I have exposed here at Seeking Alpha over the past few
years."

This statement is both false and defamatory.

27. Vuzix is not a fraud. It has been in business for over 20 years and is a vibrant,

growing and well-managed company with award winning products and technologies.

28. These statements were intended by Pearson to be understood by members of the

public who read or were informed of them to have false and defamatory implications and

meanings, including that Vuzix, at its core, is a fraud. These statements, implications and

meanings are false and defamatory.

False And Defamatory Statements, Implications And Meanings

Regarding Vuzix Going Public

29. Pearson falsely states in the Seeking Alpha article that: "Vuzix Corp. is a reverse

merger stock promotion which shows blatant signs of
fraud."

This statement is both false and

defamatory.

30. In fact, Vuzix became a public entity by its initial public offering
- and not a

reverse merger - on December 24, 2009 with its filing and acceptance of its S-1 Registration

statement by the United States Securities and Exchange Commission (the "SEC"). Vuzix

initially commenced trading on the TSXV in Canada thereafter and became listed on the OTC

markets in 2010 before subsequently up-listing to the NASDAQ on January 28, 2015.

9
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31. Soon after the publication of the Seeking Alpha article, Seeking Alpha

acknowledged the falsity of this statement by virtue of the addition of an "Editor's
Note"

stating

that "This article previously called Vuzix a reverse merger company. We have removed that

description from the
article."

32. This statement was intended by Pearson to be understood by members of the

public who read or were informed of it to have false and defamatory implications and meanings,

including that Vuzix, at its core, is a fraud. This statement, implication and meaning is false and

defamatory.

False And Defamatory Statements, Implications And Meanings

Regarding Vuzix's Revenues

33. Pearson states in the Pearson Articles that Vuzix has "Revenues: $0.5 million per

quarter (negative gross
margins)."

This statement is both false and defamatory.

34. In fact, Vuzix's revenues by quarter in 2017 were approximately $1.2 million

(Q1), $1.3 million (Q2), $1.4 million (Q3) and $1.6 million (Q4). Further, as shown, overall

revenues for 2017 exceeded $5 million, which is a 160% increase over the prior year.

35. This statement was intended by Pearson to be understood by members of the

public who read or were informed of it to have false and defamatory implications and meanings,

including that Vuzix is a fraud with minimal revenue and not worthy of investment. This

statement, implication and meaning is false and defamatory.

False And Defamatory Statements, Implications and Meanings

Regarding Vuzix's Agreement With Toshiba

36. Pearson falsely claims in the Pearson Articles that Vuzix is paying Toshiba $5

million as part of the MSA with Toshiba. He states in the Seeking Alpha article that:

"Meanwhile, Vuzix has made it a point to aggressively tout a $5 million 'purchase
agreement'

10
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with Toshiba. In fact, this agreement is really just manufacturing agreement whereby Vuzix is

the one paying $5 million to Toshiba. The wording states clearly that Toshiba will 'fulfill the

initial purchase order received by
Toshiba'."

These statements, implications and meanings are

false and defamatory.

37. In fact, Vuzix is not paying $5 million to Toshiba. Vuzix has a business

relationship with Toshiba that includes the MSA requiring Toshiba to place a $5

million minimum of orders over the first 12 months of the MSA in order to maintain exclusivity

for a custom pair of Smart Glasses that was developed and manufactured by Vuzix, and is being

delivered to Toshiba by Vuzix. These amounts will be in addition to the approximately $1.1

million Vuzix received from Toshiba Japan for the development of custom co-branded product,

originally announced by Vuzix in February 2017. The engineering and development work has

been completed and the product has moved into mass production at the request of Toshiba.

38. As alluded to above, Vuzix received the first purchase order from Toshiba under

the MSA on March 12, 2018 and filed a Form 8-K with financial details on the initial purchase

order received from Toshiba, totaling approximately $1.1 million, on March 13, 2018.

39. These statements were intended by Pearson to be understood by members of the

public who read or were informed of them to have false and defamatory implications and

meanings, including that Vuzix does not have any legitimate agreement with Toshiba. These

statements, implications and meanings are false and defamatory.

False And Defamatory Statements, Implications And Meanings

Regarding The Blade

40. Pearson falsely claims in the Seeking Alpha article that: "The Blade appears to be

a sham. NONE of the journalists could get the critical Alexa feature to function, yet precisely

11
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ALL of them aggressively touted
'Alexa'

in reviews. The second video appears to be taken in

someone's apartment, not at CES at
all."

These statements, implications and meanings are false

and defamatory.

41. In fact, the Blade works as reported. A Tom's Guide Senior Editor interviewed

Vuzix representatives at CES and recorded a video while operating Alexa voice assistant on the

Blade from CES on the public tradeshow floor at Vuzix's exhibit booth. The video interview

and Alexa demonstration on the Blade was recorded and uploaded to the Tom's Guide YouTube

page on January 12, 2018. Vuzix also posted a 2.5-minute-long video demonstrating Alexa

running on the Blade from CES on January 12, 2018, and on Vuzix's YouTube page on January

12, 2018. Vuzix later received email verification from Tom's Guide that the interview, video and

recording were indeed recorded at CES 2018.

42. Additionally, Pearson falsely claims in Moxreports.com that: "Vuzix's
'Blade'

is

a little more than a low tech mock-up which serves as a prop for journalists to conduct sham

reviews. When these journalists
'reviewed'

the product at CES, neither the Alexa feature nor the

browser were functioning
- not for any of the journalists. Yet these same journalists then widely

touted the device in their mainstream bylines, overwhelmingly on the basis of the Alexa features

that actually don't
exist!"

These statements are false and defamatory.

43. In fact, the Blade supports Amazon Alexa. The full commercial release of the

Blade will also ship with support for the Alexa voice assistant. There are multiple visual and

actual examples of Alexa running on the Blade at CES 2018 and at the Mobile World Congress

("MWC"). Further, the Blade will commence volume production in the second quarter of 2018

at Vuzix's upstate New York plant.
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44. Vuzix has developed its own intellectual property portfolio, with over 20 years of

manufacturing know-how, and proprietary processes, materials and equipment to create high

performance waveguides and near-eye display products. Vuzix's technology, intellectual

property portfolio and position in the marketplace gives Vuzix a leadership position in

Augmented Reality and Smart Glasses products, waveguide optics and display engine

technology.

45. The Blade is the third product introduced by Vuzix that utilizes its waveguide

optics and display engine technology, and is certainly not a "low tech
mock-up."

The first

generation products were sold to the U.S. military and industrial customers as the M2000AR.

Vuzix demonstrated the Blade, operating a series of demonstration apps, to an estimated 4,000

industry professionals, including independent members of the media at CES and MWC in

January and February 2018, and received overwhelmingly positive feedback.

46. Pearson's statements were intended by Pearson to be understood by members of

the public who read or were informed of them to have false and defamatory implications and

meanings, including that Vuzix does not have any legitimate products, that Vuzix has been lying

to the public about the Blade and that the Blade is a scam. These statements, implications and

meanings are false and defamatory.

False And Defamatory Statements, Implications and Meanings

Regarding Vuzix's Public Relation Activities

47. Pearson falsely claims in the Pearson Articles that Vuzix has paid journalists or

other media to give positive reviews about the Blade. These statements, implications and

meanings are false and defamatory. In fact, Vuzix has never paid anyone to give its products a

positive review.
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48. Pearson falsely claims in Moxreports.com that: "Showstoppers.com creates a

private closed door events which look (in the photos) like real public conferences. Showstoppers

then hand selects all the journalists and submits to Vuzix weeks before any event. There is zero

possibility of anyone saying anything negative or questioning the obvious
problems."

These

statements, implications and meanings are false and defamatory.

49. Vuzix has no idea which journalists, if any, will visit its booth at Showstoppers

media events. In fact, Vuzix did not attend the Showstoppers event at CES 2018 at all, but rather

attended a similar event called Pepcom 2018. The Pepcom 2018 CES event took place the night

before the claimed Showstoppers event. There is no preview of attending journalists issued by

the organizers of any of these industry tradeshow events, nor is there any one-on-one

appointment system where attendees can connect or book appointments with exhibiting firms.

Vuzix was just one of hundreds of exhibitors showing its new products and technologies to

industry journalists. The Pepcom event is very similar to Showstoppers and is one of the three

trade events of this nature each year at CES that takes place during the week of the CES

conference and each event independently invites as many as 1,500 journalists, analysts and key

industry influencers, or more, to visit with hundreds of leading consumer electronics companies.

Vuzix was not in any way, shape or form involved in filtering this group of attendees.

50. Vuzix welcomed all journalists that stopped by and wanted a demo of the Blade

or Vuzix M300 Smart Glasses at Pepcom (not Showstoppers) at CES 2018, as well as MWC

where it also attended both Pepcom and Showstoppers in Barcelona, Spain in February 2018.

Vuzix does not pre-screen or screen journalists before they visit its booth at such media events.

By way of example, one journalist spent over an hour at Vuzix's booth hands-on testing and

reviewing the Blade at Pepcom at CES 2018. The opinions of the media surrounding Vuzix at
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CES 2018 and MWC were based solely on the media's independent evaluation and opinions.

Vuzix neither encouraged nor paid for any journalists to attend Pepcom or Showstoppers events

or its booths at either CES or MWC, or to write reviews of any of Vuzix's products.

51. Pearson further falsely claims in the Moxreports.com that Vuzix through IRTH

Communications ("IRTH") sponsored more than 30 articles from mainstream media outlets and

that "Photos of leaked documents from IRTH Communications show IRTH bragging to potential

clients that it was responsible for more than 30 articles from mainstream media outlets which all

simultaneously erupted in connection with
Margolis'

'Alexa ruse'. These specific IRTH

sponsored articles were conspicuous in that they offered effusive praise for Vuzix but appeared

as standard news on dozens of mainstream
sites."

These statements, implications and meanings

are false and defamatory.

52. In fact, Vuzix utilizes both internal and external communications firms, including,

but not limited to, IRTH. The mainstream media outlets that covered the Blade were gained via

media outreach (non-paid) which resulted in earned media coverage based on the product

and the technology. The opinions of the media surrounding Vuzix at CES 2018 and MWC were

based solely on the media's independent evaluation and opinions with zero input, influence, or

payment from Vuzix or any of its external communications firms.

53. These statements were intended by Pearson to be understood by members of the

public who read or were informed of them to have false and defamatory implications and

meanings, including that Vuzix does not have any legitimate products, that Vuzix has been

paying for positive reviews (and press), and that anything positive said about Vuzix or its

products was paid for by Vuzix. These statements, implications and meanings are false and

defamatory.
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Vuzix Has Been Damaged by Pearson's Malicious Defamation

54. As a direct and proximate result of Pearson's unlawful online smear campaign to

sabotage Vuzix's business and crash its stock price while keeping a profit from his short

position, Vuzix has suffered reputational harm and economic damages. In the immediate

of the publication of the false statements and libel in the Pearson Articles, the price of

Vuzix's share's plummeted from $7.65 to $5.15, a loss of more than $80 million in equity

market value.

55. Further, it is possible several putative shareholder class action lawsuits will be

filed against Vuzix, which will incorporate the false and defamatory statements in the Pearson

Articles. Vuzix is likely to incur substantial costs in dealing with these meritless suits, which

were a likely foreseeable by-product of the Pearson Articles.

AS AND FOR A FIRST CAUSE OF ACTION

(Libel)

56. Vuzix repeats and realleges the foregoing paragraphs as if fully set forth herein.

57. Pearson wrongfully and maliciously intended to injure and defame Vuzix.

58. The foregoing statements, implications and meanings were compiled and

published by Pearson without privilege or authorization in a manner that was false, misleading

and libelous, and moreover were published with actual malice and malicious intent, or with

reckless disregard of their truth or falsity, to harm Vuzix's business and reputation, to cause

panic and fear among Vuzix shareholders, and to cause its share price to decline so that

Pearson could reap huge short-term gains from transacting in Vuzix's securities.

59. By virtue of Pearson's false and defamatory statements Pearson damaged

Vuzix's business and reputation, caused panic and fear among Vuzix shareholders,
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encouraged other short sellers to join and rebroadcast his lies and short the stock, and caused

Vuzix's share price to decline so that Pearson could reap huge short-term gains from

transacting in Vuzix's securities.

60. Further, it is possible several putative shareholder class action lawsuits will be

filed against Vuzix, which will incorporate the false and defamatory statements in the Pearson

Articles. Vuzix is likely to incur substantial costs in dealing with these meritless suits, which

were a likely foreseeable by-product of the Pearson Articles.

61. As a direct and proximate result of the foregoing conduct, Vuzix has suffered

general and special damages.

62. As a result, Vuzix is entitled to monetary and punitive damages.

AS AND FOR A SECOND CAUSE OF ACTION

(Libel Per Se)

63. Vuzix repeats and realleges the foregoing paragraphs as if fully set forth herein.

64. Pearson knowingly published false and derogatory statements about Vuzix's

business and securities; and moreover, such statements were calculated to damage Vuzix's

business and repution.

65. As a proximate result of Pearson's unlawful conduct, Vuzix is entitled to

monetary and punitive damages.

PRAYER FOR RELIEF

WHEREFORE, Plaintiff demands judgment against Defendant, as follows:

(a) A judgment for damages against Defendant in

an amount to be demonstrated at trial, but in

no circumstances less than the sum of

$80,000,000.00 (Eighty Million Dollars);

(b) Punitive damages in an amount to be
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By:

demonstrated at trial;

(c) The costs, fees and disbursements of this action; and

(d) For any such other relief in Plaintiff's favor that

the Court may deem just, proper and equitable.

Dated: New York, New York

April 5, 2018

Respectfully submitted,

SICHENZI ROSS FERENCE KESNER LLP.

Irwin Weltz

Thomas Scot Wolinetz

1185 Avenue of the Americas,
37th

FlOOr

New York, New York 10036

Tel. No. (212) 930-9700

Attorneys for Plaintiff
Vuzix Corporation
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"t':I.

VERIFICATION

STATE OF NEW YORK 3

) ss.:

COUNTY OF NEW YORK )

Paul J. Travers, under penalties of perjury, deposes and says:

I am the Chief Executive Officer of Vuzix Corporation, which is the Plaintiff in this

action. I have read the annexed Verified Complaint, know the contents thereof, and state that

same are true to my knowledge, except those matters therein stated to be alleged on information

and belief, and, as to those matters, I believe them to be t e.

!

Pabi J. Travers

Sworn to before me KRISTINE A KELLY

this ef April 2018 Uc. #01KE6296545

Notary Public-State of New York
Qualified in Mont e
COMM. EXR

Notary Public
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