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The federal securities laws contain a number of pravisions directed against
fraud and manipulation in securities transactions. Section 10(b) of the 1934
Act, which was designedly a catchall provision, is the most open-ended
and the most important. It declares it unlawful for any person to employ,
in connection with the purchase or sale of any security, “any manip'ulative
or deceptive device or contrivance” in contravention of SEC rules.' The
subsection does not pI'Ohlblt anything unless there is an SEC rule 1mple-
nenting it. In 1942, in order to deal with the purchase by a corporate presi-
dent of a company’s securities on the basis of misrepresentations about its
financial condition, the SEC adopted Rule 10b-5. The language of the rule
is based upon Section 17(a) of the 1933 Act,-which, because that act was

aimed mainly at regulation of theinitial offering and distribution of securi- -
ties to the public, prohibited fraud only in connection with sales of securi- -

ties.
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By definition, the parent corporation in the complex corporation
owns shares of the subsidiary corporatlons When the subsidiary
owns shares in the parent as well, *’cross-ownership” results, and
the question arises whether the subsidiary may vote the parent s
shares( cross-voting”).
- Cross-voting becomes a critical matter whenever the parent
controls” the subsidiary. As a result of its power to exercise
control, the board of the parent can cause the subsidiary to vote its
shares in the parent in any manner the board desires, including
the re-election of the directors of the parent. This is manifestly
‘unfair to the other shareholders of the parent and unhealthy for
the business world generally. It is not surprising that the legal
systems of many industrialized countries seek to deal with the
problem.

Recognmon of the power of Amencan corporations to acqulre
their own shares and to hold them as treasury stock gave rise to
the further question whether such shares could be voted.

As is generally known, American courts have umformly pro-
hibited the voting by corporations of treasury stock.’ ~Although
some earlier decisions were concerned with such conceptual mat-
ters as the relation between investment and voting as a means of
protecting investment, courts have emphasized that the prohibi-
tion rests on an unwillingness to permit management to influence
stockholder action, including their own re-election, through the
use of the corporation’s own shares. The common law decisions

- were eventually codified. Today, almost all

states prohibit b
statute the voting of treasury stock. S
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(=) Fill the blanks with right words. (45%) 2
1. He likes sprihg and autumn. But the se_'ason is his favorite. ”f '
03~
(A) late (B) later *
(C) latter (D) last -
'g" |
2. Don’t gointo ___detail. It would offend her. 13
(A) much (B) many
(C) further : (D) father
3. To my surprise, the whole letter was typed in letters
(A) small (B) little
(C) petty (D) tiny
4 , After we finished our jobs, we went back toour ___ rooms.
(A) respect (B) respectable
(C) respectful (D) respective

5. My wife ___to our children.
(A) often talks patiently (B) patiently often talks
(C) patiently talks often (D) talks often patiently

6. My sister was born
(A) in 1988, on January 1 at 1:30  (B)on January 1 in 1988, at 1:30
(C) on January, at 1:30 in 1988 (D)at 1:30, on January 1 in 1988

7. Jack is tall __ to play the baseball.
(A) as (B)so
(C) such (D) enough
8. Ruthis ____attractive that everyone loves her.
(A) as (B)so
(C) such (D) enough

9, When we -___ at the airport, unfortunately the plane had taken off.
(A) arrived (B) reached
(C) got (D) came
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10. If you can’t sleep well, you can try a glass of hot milk before going to bed. I
(A) drinking (B) to drink | 2.
(C) on ’ (D) out Hf
X
11. __ this reason, they cancelled the project. 3
(A) Because of (B) Due to g_
(C) For (D) As - P
12. . gases cause a lot of pollution.
(A) Exhaust (B) Exhausted
(C) Exhausting (D) Exhaustive

13. This ismy ___ TV program

(A) favor (B)favorable
(C) favorite (D)most favorable
14. A fire in Tainan last Saturday.
(A)broke out (B) happened
(C) took place " (D) held
15. 1t is visit Sun Moon Lake.
(A) worth to (B) worthy to
(C)worthwhile to (D)worthing

(=) Choose the word or expression closest in meaning to the underlined word or phrase.
(30%)

1. Steve’s abode is in Taipei,
(A) studies (B) work
(C) statute (D) residence

2. I'will give you_a hint, since you don’t remember.

(A) a suggestion (B) the answer

(C) illustration (D) another question

3. Whose shack is that at the bottom of the hill?
(A)house (B) monument
(Cycar {D)property
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4. The man just peered at us when we told him what had happened. 1;
(A) shouted (B)smiled ' g’ |
(C) laughed (D) looked |
5. Two women _lurked in the shadows. - i_:‘[
(A) waited suspiciously (B)sat quietly @
(C) spoke softly (D) laughed loudly g
6. Jane soothed Fred when he became angry.
(A) irritated - (B)scolded
(C) ignored (D)calmed

7. Professor Lee is a man of incredible insight.
(A) perception (B)intellect
(C) innovation ~ (D)intelligence
8. Maggie stood gaping at the handsome movie actor.
(A)looking in wonder
(C)smiling happily

" (B) screaming hysterically
(D)laughing loudly

9. The critics were_lukewarm about some of Herbert’s new play.

(A)enthusiastic about (B) extremely displeased with

(C)not very enthusiastic about (D) extremely worried

10. You have to be more succinct in your remarks.

(A) concise ' (B) detailed
(C) careful

(D) commitment

(=) Write a passage in 50-100 words about your present job(s) .(25%)
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