oo TR IR T 5T
it %

CAEEfRIA ] BhRE, LRSS 2014 e 5Hi 5 R 7T A
[FES2UMY 26, S ERREUR AR

LA B A T A 5“2 AT R s BRI, REEVFRT, 1520868, & sI i,
THEM R S AL

1515

P Ak ErTa] BUEE B IR ATF R RATHRIFB, v DUREGE S, A
A LT~ w5 TR H 7 AT T o M 58 b T AR B3 G A ok e A A
AR R, 0 ARSI AR dE e AW AR AL . A 5E BT, — D5 AT DL ) AR
B2 G M I EIR DL, S A aS s 5 — 5T, Al B SO 4 i
AR R ENRAL S, RIS HHIAEA, UGB EHLURSE R AEE, EHR
P A R B DL AR, Iz AR AE 2 B B I BT T TR S, SR AT
(152 55 BT BRI A 7o b T R MR B At o DRI R AR SCA Bl LRI 2 S AR T I 06t
e b T ) R ) B, SR 5 7 b T B o B I 22 28 R ) TR 3R A S AR (1)
ROR, TR B 24 A/ R 52 B ribrifE: DA IRA T RAT IS BT AR xS A7 1
W E R AEREAT 2047
PRI ASCAE ORI Ry, FEAEPELIN VAN m: (1) %83, &, HE
REF U BEARTTIHE T BT ERE, DURCE IRATFRAT R EE BT (bR ik
(2) JINEAT T LA IR RZE 2 (3) ~mldy, B SR BB 24
FAER I, Hrp I, BRERIAS 5, WREAE S, 1R WL B ST 7T
I R fEF BT JPWEARE; AFRIE; HIRATRAT
¥ 3. Back door listing;Reverse merger (reverse takeover, shell
corporation); insider trading; PO

2 [RIEXT B

AR SC TSR A N L AT ISR A 6T 0 N 52 LA B 4T b 7T B 7 B 0k
T A, EIE A ST AR T R A AR TR AR, A
TEHAT - T B A2 O 5 A O T 46 TR AR I

3 H TR B A
3.1 —IRBIA

5T b S — AN M, DRI e 3 4 5 v 1) B L s AR ILAE T
AFWOESIEE, BT AR E KRB EASIE, LA R RATIR TG = 2
o DR IR SR 0 A1) S At B P Tk S 1) B AT
3.1.1 JEf

CUEF#IE) 1998 HEhi, LA 2004 4F, 2005 4, 2013 &, 2014 FEITHR



CIERIE T ——AE “VEANEM (PRI RRE MR 7 Bl 2 b ——F A1
%L:, “_i/E#” ]

UEFHESR R R TR AT CHE, X T IPO I, BT 2 & fr 2 4F
EHISEFRA AN EK . (IEFFE) RUEZR AT AL, HAUE RIIESF
RATHIZEA AN EESR, PRoE 1 bS5 W 0 1 IHE H B MV SO I i e A1 ) 2 A 2
o AT LAMGIEZRIR (AR 3 T 8 2 0 B B AR T 37 K e (X ) A

3.1.2 HRI TN E

(1) (LW AFREKREEHEHIMNE) 2008 i, LA 2011 FF1 2014
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(1) w4, (SEiefEse bmzEe) , HEZ5ERA (2003)

A5 B AR A IE A UE IS 2 Sl ih AT T A J 7 R VR I R LRI A
AT 2000 7 J5 Ak K528 52 UL R 5= B 20 4 2 ) S 5 B E i FE . AT
Bk, WTRL T A T T R B AR, DA A BT S e B I
B, TR ST R 2 B AR T3 UE W 2 A S T 4 ] 0 0] g Db 45 A

(2) G5, (EWaArHWEMAREREMENY , REERAE (2009)
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(4) 5KIE:  (FRE R IAWOEEE R RS Y , BigdtaRiabE (2009)
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4.1 —IRBE
4.1.1 Statutes %1
(1) Security Act of 1933,section 5(a)
(Bt 6 EUF 248 5 & i £ Mk U.S. Security and Exchange Commission—
—48% “Security Act of 1933”7 ]

Unless a registration statement is in effect as to a security, it shall be unlawful for
any person, directly or indirectly—(1) to make use of any means or instruments of
transportation or communication in interstate commerce or of the mails to sell such
security through the use or medium of any prospectus or otherwise; or (2) to carry or
cause 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.

VAU RATHLE TV EM S e 2K,



(2) Security Exchange Act of 1934,section 10
(Bt 6 EUF 248 5 & i £ Mk U.S. Security and Exchange Commission—
—48% “Security Exchange Act of 1934”7 ]

SEC. 10. It shall be unlawful for any person, directly or indirectly, by the use of
any means or instrumentality of interstate commerce or of the mails, or of any facility
of any national securities exchange—(a)(1) To effect a short sale, or to use or employ
any stop loss order in connection with the purchase or sale, of any security other than
a government security, in contravention of such rules and regulations as the
Commission may prescribe as necessary or appropriate in the public interest or for the
protection of investors. (2) Paragraph (1) of this subsection shall not apply to security
futures products. (b) To use or employ, in connection with the purchase or sale of any
security registered on a national securities exchange or any security not so registered,
or any securities based swap agreement any manipulative or deceptive device or
contrivance in contravention of such rules and regulations as the Commission may
prescribe as necessary or appropriate in the public interest or for the protection of
investors.

BIEFINE TUEFRAE 5 HEEIEIRVEAT

(3) Dodd - Frank Wall Street Reform and Consumer Protection Act, Pub.L. 111
- 203 (2010)
A H AR Bk S, BRI R, TH]

An Act To promote the financial stability of the United States by improving
accountability and transparency in the financial system, to end “too big to fail” , to
protect the American taxpayer by ending bailouts, to protect consumers from abusive
financial services practices, and for other purposes.

MRIEZIE ZE VLB P Rt R4 R, T HORE B H A I E A A T,
SRR TH 2 B

(4) Small Business Jobs Act of 2010, Pub.L. 111-240

An Act To create the Small Business Lending Fund Program to direct the
Secretary of the Treasury to make capital investments in eligible institutions in order
to increase the availability of credit for small businesses, to amend the Internal
Revenue Code of 1986 to provide tax incentives for small business job creation, and
for other purposes.

JOBS JHTE T /M BT IRIE, /AR BT Re 746, PEAC T NS
4.1.2Regulations (ATELEHD

(1)17 C.FR. § 230.144A (2013)

&1 Westlaw—7E CFR (4 22 H i i OB 1] “ reverse merger” or “reverse
takeover” FHH A E] ruleldd, %K &I AE law review [ & H L H| ) ]
(d) Conditions to be met. To qualify for exemption under this section, an offer or sale
must meet the following conditions:

(1)The securities are sold only to a qualified institutional buyer or to a purchaser
that the seller and any person acting on behalf of the seller reasonably believe is a
qualified institutional buyer. In determining whether a prospective purchaser is a
qualified institutional buyer, the seller and any person acting on its behalf shall be



entitled to rely upon the following non-exclusive methods of establishing the
prospective purchaser's ownership and discretionary investments of securities;

(2) The seller and any person acting on its behalf takes reasonable steps to ensure
that the purchaser is aware that the seller may rely on the exemption from the
provisions of section 5 of the Act provided by this section;

(3) The securities offered or sold...

144A SEAFINFASEIE SR 4R A T 240, I e A ROt 1 AE 2
ARl SE E N IR FH B AR T b2 I 144A SRR SRR, WA
e S5 R L B B0 SRS S A LR DA 2, B I SR ) P H B AT 5 144A 2541,
A4 AT LA SRR 1933 UEZ7E P ALE B A TF LT AR

(2)Regulation D Offering, 17 CF.R. § 230.502 (2015)

[ Westlaw—if id search the directory ## 2 % CFR % FE — % N\ ¢

1i]’reverse merger” or “backdoor listing” ]

As used in Regulation D ( 17 C.F.R. § 230.500 et seq. of this chapter), the
following terms shall have the meaning indicated:
(a) Accredited investor.
(b) Affiliate.
(c) Aggregate offering price.
(d) Business combination.
(e) Calculation of number of purchasers.
(f) Executive officer.
(9) Final order.
(h) Issuer.

D & Fl@Ei T 1982 4, AT/ MR T B R B g R, e EA
FERERARBIC RATIRAL TR R . RIS 2015 81T 1 D 46 o i FAZE b E X 5
HEAT T A EAR AT RENE, (H R 220 S IR BT 1 Ak A

(3) Securities Exchange Act Release No. 65368 (September 21, 2011), 76 FR
59756

[ Westlaw— Topical Materials by Area of Practice: security (¥ 2 & —
HE Federal Statutes & Regulations Combined %4/ 2 # $ ——% \ % 817 reverse
merger” or “reverse takeover”]

B[ Self-Regulatory Organizations; The Nasdaq Stock Market LLC;Notice and
Order Granting Accelerated Approvol to Proposed Rule Change,as Modified by
Amendment NO. 1,Adopting Additional Listing Requirements for Compantes
Applying to List After Consumma.
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4.1.3 Case H|{41



(1)U.S. S.E.C. v. Sierra Brokerage Services, Inc. 712 F.3d 321 C.A.6 (Ohio)
2013.

[ Westlaw—world journal—cases %4 &= —all federal cases £i## & — i N\ o
1A]"reverse merger" "backdoor listing" "reverse takeover"]

The SEC filed a civil enforcement action against the twelve Defendants,
including Tsai. In Count I, the SEC claimed that Tsai violated Sections 5(a) and 5(c)
of the Securities Act of 1933 ( “Securities Act” ), 15 U.S.C. § 77e(a), (c), by trading
securities in interstate commerce without filing registration statements. In Counts V1|
and IX, the SEC alleged that Tsai failed to disclose his beneficial ownership of
securities in violation of Section 13(d) of the Securities Exchange Act of 1934
( “Exchange Act” ), 15 U.S.C. § 78m(d)(1)-(2), and Rules 13d - 1(a) and 13d - 2(a)
there under, 17 C.F.R. §240.13d - 1, - 2, and that Tsai violated Section 16(a) of the
Exchange Act, 15 U.S.C. § 78p(a), and Rule 16a - 3 there under, 17 C.FR. §
240.16a - 3.

A GRS U geE i 52 b7 i 07 SURAT ISR (B EAT M & D
F 355 DL 58 O R A5 B B i i AR m?ﬁiﬁﬁﬁ%ﬁiﬁ?ﬁ‘%ﬂ% EDW R I
A (A ) 9C 28, e AE MIE SR A DD NKIE S S22 15 50 07 BIAT N, AN ER o5k IR
R —RAGIC LA LRAS B ER AT AAFEIE TR

(2) SEE.C.v.Kern 425F.3d 143 C.A.2(N.Y.), 2005.

[ Westlaw—world journal—cases %4 /%= —all federal cases £ 4 = —fi A\ <4
1a]"reverse merger" "backdoor listing" "reverse takeover"]

(X} A2 Keycite J&, In re Lehman Bros. Mortgage-Backed Securities Litigation,
650 F.3d 167, Fed. Sec. L. Rep. P 96,310 (2nd Cir.(N.Y.) May 11, 2011)7%:B% £ 2
=D

Holdings: The Court of Appeals, Pooler, Circuit Judge, held that:

(1) sellers were “affiliates” of underwriters, ineligible for regulatory protection
from securities registration requirements;

(2) subsequent market sales did not qualify for exemption from registration
requirements; and

(3) sellers were aware of fraudulent, market-manipulating nature of their acts.

ARZEGRTFEME, T RAT BT L fea]

(3) In re Advanced Battery Technologies, Inc., 781 F.3d 638, Fed. Sec. L. Rep. P
98,414 (2nd Cir.(N.Y.) Mar 25, 2015)

[ Westlaw—world journal—cases %4 &= —all federal cases 4 & — % N\ o
1a]"reverse merger" "backdoor listing" "reverse takeover"]
The Court of Appeals, Lohier, Circuit Judge, held that:

(1) auditor's failure to inquire about or review company's foreign regulatory
filings did not constitute recklessness that would establish scienter, without more;

(2) fact that auditor did not automatically equate foreign company's record
profits with misconduct could not be considered to be reckless;

(3) auditor's failure in connection with its audits to review Chinese regulatory
filings of foreign company in reverse merger did not represent extreme departure from
standards of ordinary care tantamount to fraud;

(4) auditor's access to raw financial data underlying filings by foreign company



in China that contradicted that company's Securities and Exchange Commission
filings did not give rise to inference of recklessness;

(5) at most, auditor was negligent, not reckless, in failing to uncover that
company had beneficial, rather than legal, ownership interest in one of its purported
subsidiaries;

(6) conditional allegation that auditor would have learned truth about company's
fraud if it had performed due diligence that it promised was not sufficient to establish
requisite scienter; and

(7) auditor's failure to uncover and appreciate significance of inflated price for
company's acquisition of subsidiary did not represent extreme departure from
standards of ordinary care.

VEBE N AR J5 e SRR R A A B IR B B o T B R ROV B A )
Ho ZETUTEERE, B e daxt d B 2wl 2 F 1) 505 B IR A AR
N BN E A RIS B A o [ 2w DA 2 i A S 2 I T T AN Re
Wk B KIS R, PASHARKIZE & .

(4) Falmac Limited v Cheng Ji Lai Charlie(High Court of Singapore, HC, Suit
No 935 of 2009)

[ Westlaw—7E International/Worldwide Materials %4 & 48 HK—Hong
Kong Securities Cases £ 4 7 o OB 1A 48 2 “reverse takeover” ]

D2 claimed that the appointment of Leon Zhao as the legal representative of the
Tianjin subsidiaries was not unlawful as it was approved by the former board, and the
appointment was recognized and accepted by the authorities in China. In relation to
the s 160 complaint. D2’ s defence was that the debt-for-share transaction was
approved by the former board in the interest of Falmac. However, the former board
had no role in the implementation of the debt-for-share transaction. D2 also
counterclaimed for unpaid salary and director’ s fees.

Held: Claim dismissed and counterclaim allowed.

AR TER B ARMEGERERGR T IEE T, B A s i #E R R H
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4.2 —IREIE
4.2.1 Books: scholarly and practicing materials (F4: 2R 55245

Ll W KB THTEE OPAC, —ROCHRH I 51ELL & Google 5544 R dsidt
ITER]

(1)David N. Feldman,Reverse Mergers:And Other Alternatives to Traditional
IPOs(2009)

APBTEHELE 7 IPO A& BRI SR A, [ RHE 7B T 3 A BEAT
@, DAROIRE LR (RPEASR) SRR . BT BRET IPO, T
T w A AT PG T AT B BT E D . BRI SR ED (A AR A R
BUE SRR ERIVER) , BAENIRGEE ORI I A AR TR A 7e LT 2 T
VRS

(2)Lambert M. Surhone, Miriam T. Timpledon, Susan F. Marseken: Reverse



Takeover (2010)

ARATHEAR AN A DL T H 3 IRRE B2,

(3) Frederick D. Lipman:International and US IPO Planning: A Business
Strategy Guide(2009)

KA TAERES AT i pigee, s 12 S0 g LT
AT A T AR TS BT RIS B AR S ETTARECT IPO BUDLER AL
419 FI 4R H EWOE 2 =] I E .

4.2.2 Dissertations Al E 18 X
BRI 2 RS &, S £ 4 notes and comments, il {8 3 &
KAeFRE .

4.2.3.Law review articles (JE2APFR )
[ Westlaw—Ilaw review %3z & —terms and connectors H14#2Z“ back up listing”
or “reverse merger” or “reverse takeover”. 1}

(1)Teresa A. Teng:Mismatched Regulatory Regimes: How Chinese Reverse
Mergers--and China Mediaexpress Holdings, INC. --Evaded Scrutiny Through
Regulatory Conflicts and Loopholes, NYU Journal of Law & Business (2015)

This Note seeks to examine the regulatory regimes of the United States and
China at the time of the fraud in order to understand from a historical perspective the
weaknesses in the regimes that led to these loopholes. While enforcement agencies are
able, to in some instances, to tie up loopholes through new legislation, regulation, and
sanctions, the SEC will have to contend with the perpetual innovation of new
loopholes to its regulatory regime.

AT H T SRS I B AN R i I — AN s Sk 2R AL 5 TR T
SR RNES PN N S A eSS e vl ol i e SR ES /NS DT S S o 17 s W= b T
W EHLRIIANE, PR IR 24 w) A8 A ) 5 e I

(2)Derek K. Heyman: From Blank Check to SPAC: the Regulator's Respones to

the Market, and the Marker's Response to the Regulation, Entrepreneurial Business
Law Journal (2007)
This note discusses the regulations that went into effect in 1993 to curb the abuses
relating to blank check companies without outlawing them entirely. It also shows how
creative lawyering, in cooperation with the SEC, brought into being the legitimate
investment vehicle known as the SPAC. The SPAC, while technically exempt from
blank check regulation, is modeled on these regulations as a way of ensuring that its
structure retains the SEC's approval. The note also evaluates the SPAC in terms of
why it is useful to companies looking to raise capital, to investors, and to the
managers of this contemporary form of a blank check company.

AT RERR B O A 7] SPAC [FRIE , 1F 35 2 B AR IX H SLafi /2 blank
check company 522 &) H#fAR, (B &l H N 7E R DL AR & BEA L, BAE
Hridy LRI TIRKRIOEE ). EBER AT T, @R 77 AT 5
P AR, BRF RS — AL

(3)Josh Steinman: REVERSING THE TIDE: A TARGETED APPROACH TO
THE REGULATION OF CHINESE REVERSE MERGERS IN THE UNITED



STATES, Northwestern Journal of International Law & Business Ambassador
Targeted regulations address the fears associated with fraud among CRM companies,
while at the same time enabling the free market to self-regulate. Requiring disclosure
of foreign filings avoids the unfair targeting of China and CRM companies in
particular, as it would apply to all foreign reverse merger companies. Moreover,
unlike the listing standards for reverse merger companies adopted in 2011, greater
PCAOB involvement and disclosure of foreign filings would be minimally
burdensome. At the same time, these measures achieve the ultimate goal of U.S.
securities laws--to protect investors by enabling them to make informed decisions.
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(3)Robert B. Thompson, Donald C. Langevoort: Redrawing the Public-Private

Boundaries in Entrepreneurial Capitial Rasing, Cornell Law Review (2013)
Our ambition here has been conventional: developing a theory to explain the '33 Act
and using that theory to address some powerful contemporary changes in
capital-market activity. At least from that perspective, we are convinced that as
entrepreneurial capital-raising techniques evolve and the JOBS Act innovations take
root, policymakers 1628 should try to assure that constructive deregulation does not
channel too many securities transactions into places with too much fog and not
enough sunlight.
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(4)Jonathan P. Schmidt: Inequities in Corporate and Securities Law: Disabling
the Exploitative Chinese Corporation and Charting A Path to Internantional
Commercial Accountability, San Diego International Law Journal (2013)

China-based corporations have been exploiting U.S. investors through fraudulent,
manipulative schemes, while hiding behind a veil of trade secrets laws, criminal
impunity, and non-enforcement of judgments. However, the U.S. federal and state
governments may, and should, take proactive steps to make international corporate
activities more transparent and flexible, and consequently hold these Chinese
companies accountable. While the increasingly global economy poses many domestic
dangers, cooperative and coordinated action by all levels of government may protect
U.S. investors not only from these China-based companies, but also from any
exploitative foreign corporation in the future.
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(5)Graham H. Scott:Canada-the Mining Capital ,Rocky Mountain Mineral Law



Institute 57 Rmmif-inst 7-1(2011).

Canadians have traditionally accepted a higher degree of government regulation
in their lives than have Americans. This tolerance is rooted in the principles on which
the Canadian confederation was founded. These principles are expressed as “Peace,
Order and good Government, as opposed to “Life, Liberty and the pursuit of
Happiness” in the United States. This governmental involvement continues to this
day at all levels of Canadian society, and in many cases, as for example during the
global financial crisis, it has stood Canadians in good stead.

SCEEETINE R AT 5 56 1 17 37 W 8 R AN R, S 2= Rl A2 5%
KT RIEAT 0 M o Herp B 17198 S 256 T Mk i A 7 b i A A b ik
LB 7

(6)Construction and application of Securities and Exchange Commission Rule
144 (17 CFR § 230.144) concerning resales of securities acquired in transaction or
series of transactions not involving public offering in cases brought under federal
securities laws. 117 A.L.R. Fed. 345

[westlaw—iE it ALR % FE——CHEiA] “reverse takeover” or “reverse
merger’#4% 1

Securities and Exchange Commission Rule 144 (17 CFR § 230.144) provides an
exemption from the definition of "underwriter" contained in § 2(11) of the Securities
Act of 1933 (15 U.S.C.A. § 77b(11)) for the purposes of determining which persons
are entitled to rely on § 4(1) of that statute (15 U.S.C.A. § 77d(1)) in reselling
securities received in a transaction or series of transactions involving the issuer. In
providing for such exemption, the Rule restricts the resales of securities held by
affiliates of the issuer and by other persons holding restricted securities of the issuer.
Attempts to manipulate or otherwise evade the conditions of the Rule are subject to
enforcement action by the Securities and Exchange Commission, as in United States v
Sprecher (1992, SD NY) 783 F Supp 133, CCH Fed Secur L Rep 996498, 117 ALR
Fed 767. Cases interpreting and applying Rule 144 have been collected and analyzed
in this annotation.
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