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Introduction
If 2020 was the year of the Special Purpose Acquisition
Companies (SPACs), and 2021 the year of SPAC litigation, 2022
is off to a slow start in terms of de-SPACs and related
litigation. The number of traditional IPO filings and SPAC IPO
filings fell to their lowest levels in the past seven quarters. As
of March 31st, there was $183.5 billion in SPAC dry powder
available to be invested. After Q1 of 2022, there were 604
priced SPAC IPOs actively seeking a target, representing
$144.7B in gross proceeds, the highest number and dollar
value on record at the end of any quarter.

The numbers speak for themselves as SPAC IPO and de-SPAC
M&A activity dropped significantly in 2022.

• New SPAC IPOs fell from 163 in Q4 of 2021 to 55 in Q1
of 2022.

• Only 34 de-SPAC M&A deals were announced in Q1
2022, compared to 61 in Q4 2021.

• Withdrawn SPAC deals outnumbered priced SPAC IPOs
61 to 55 in Q1.

» This is a drastic increase from the 11 withdrawn
SPAC IPOs in 2021.

On March 30, 2022, the SEC commissioners issued a press
release proposing new rules concerning SPACs. Chair Gary
Gensler stated that the SEC must “treat like cases alike” when
considering rules governing SPACs and IPOs. The proposed
rules would strengthen disclosure, marketing standards, and
gatekeeper and issuer obligations, helping to ensure that
investors get protections similar to those granted when investing
in traditional IPOs. Although these proposed rules cannot explain
the decrease in de-SPAC activity in the beginning of Q1, it may
explain the continued drop in SPAC IPO filings and de-SPAC
mergers throughout 2022 and beyond.

The SEC proposals would: Add specialized disclosure
requirements regarding SPAC sponsors, conflicts of interest,
target IPOs and dilution; require non-financial disclosures about
the target private company; require that disclosure documents in
SPAC target IPOs be disseminated to investors at least 20 days
before shareholders have to vote to approve the transaction;
and align the financial statement requirements with those of
traditional IPOs. This additional information would aid
shareholders in making informed voting, investment, and
redemption decisions.

The proposed changes would also affect marketing practices.
The changes would dissuade parties from using overly optimistic
language or over-promising by amending the definition of blank
check company to encompass SPACs such that the Private
Securities Litigation Reform Act safe harbor would not be
available.

Furthermore, the proposed changes would affect gatekeeper and
issuer obligations, specifically holding signing persons and blank-
check underwriters liable for basic aspects of their work. The
proposed rule is not intended to limit the definition of
underwriter under Section 2(a)(11) but is meant to expand the
scope of liability to those in connection with a de-SPAC
transaction regardless of whether they acted as SPAC IPO
underwriters.

New SEC Proposals
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