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July 14, 2021
 

SEC Charges Space Transportation Company SPAC,
Sponsor, CEOs and Merger Target with Securities Fraud
 
 
On July 13, 2021, the U.S. Securities and Exchange Commission
("SEC") announced that it had filed charges and a complaint in the
U.S. District Court for the District of Columbia against Special
Purpose Acquisition Company ("SPAC") Stable Road Acquisition
Corp., its sponsor, its CEO, and its business combination (merger)
target Space Transportation Company Momentus Inc., and
Momentus' founder and former CEO Mikhail Kokorich. All parties
except Kokorich are settling with the SEC, including penalties of over
$8 million, tailored future investor protections, and forfeiture of
founders' shares.
 
 
According to the SEC Press Release and Complaint against Kokorich,
Stable Road, Momentus and their CEOs repeatedly and falsely told
investors that Momentus' in-space propulsion system had been
successfully tested when it had not, and, among other
misrepresentations, downplayed the potential impact of U.S. national
security concerns arising from Kokorich's involvement in the project
and resulting difficulty in obtaining necessary U.S. licenses. SEC
Chair Gary Gensler stated in the press release that the fact that
Momentus had lied to Stable Road did not absolve the SPAC of its
responsibility for transmitting those falsehoods to investors by failing
its due diligence obligations to the SPAC shareholders.
 
The SEC action should be taken as notice that the SEC is scrutinizing
the SPAC wave, and that the prevalence of SPACs, both in the space
sector and others, should not be taken as a suspension of the
securities disclosure laws and regulations or anti-fraud remedies,
which the SEC intends to vigorously enforce. We have been urging
our readers to keep in mind that SPACs, while legal and provided for
in the securities regulations, are real initial public offerings ("IPOs"), in

https://www.sec.gov/news/press-release/2021-124
https://www.sec.gov/litigation/complaints/2021/comp-pr2021-124.pdf
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many cases subject to stricter SEC scrutiny than a typical Regulation
D or A private placement to only Accredited Investors. It's not the Wild
West. See our "SPACs: An IPO and Private Equity Raising Capital
Alternative: Deal Points." One of the main Deal Points stressed there,
as in our "Raising Capital through Private Placements: Deal Points" is:
"Don't Commit Fraud." Both client advisories are available for
download at Kurtin PLLC: Raising Capital.
 
 For additional information, please contact us at info@kurtinlaw.com.

 

Kurtin PLLC, a New York City-based law firm, focuses on corporate, commercial and
regulatory representation in the Biotechnology & Life Sciences, Communications & Media,

Information Technologies & Internet, Satellites & Space and Venture Capital & Private
Equity sectors. Since our founding in 2008, we have represented clients in over forty
countries on six continents and across the United States on transactional and dispute
resolution matters. Among our key values, none rank higher than creative and
individualized solutions to business issues, absolute client discretion and unsurpassed
responsiveness.

Kurtin PLLC Website

For further information, please contact us at info@kurtinlaw.com.
 
 The materials contained in this message and website pages, whitepapers, advisories and other items
directly linked to it have been prepared for general informational purposes only and should not be
construed or relied upon as legal advice or a legal opinion on any specific facts and circumstances. The
publication and dissemination, including on-line, of these materials and receipt, review, response to or
other use of them does not create or constitute an attorney-client relationship.
 
To ensure compliance with requirements imposed by the Internal Revenue Service, we inform you that
any tax advice contained in this communication (including any attachments) was not intended or written
to be used, and cannot be used, for the purpose of (i) avoiding tax-related penalties under the Internal
Revenue Code or (ii) promoting, marketing or recommending to another party any tax-related matter(s)
addressed herein.
 
These materials may contain attorney advertising. Prior results do not guarantee a similar outcome.
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