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Attched is the short analysis on the matter of convertible note from ourside, I plaintexted the attachment as below, in order to ease your reading. Meanwhile, the original signed copy of convertible note shall be in your hand at this stage. Again, we believe we are in the right position to smooth the deal with a better solution between you and Hui Feng.
 
 " In a hope to get a better way of settling this matter, we did a long talk with HuiFeng and hope this time we could initially and materially promote the settlement of such matter.
 
a.      People's Republic of China mandatory law shall prevail, so as to the invalid of the note agreement.
 
Relying on《Law of the People's Republic of China on Application of Laws to  Foreign-Related Civil Relations》(Promulgating Institution: Standing Committee of the National People's Congress  Document Number: Order No. 36 of the President of the People's Republic of China Promulgating Date: 10/28/2010 Effective Date: 04/01/2011 Validity Status: Valid)  Article 4 Mandatory provisions on foreign-related civil relations prescribed in laws of the People's Republic of China shall directly apply.
 
Furthermore, in accord to《Interpretations of the Supreme People's Court on Issues Concerning Application of the Law on Foreign-Related Civil Relations of the People's Republic of China》(Promulgation date: 12-28-2012 Effective region: NATIONAL Promulgator: Supreme People's Court Document no: Fa Shi [2012] No. 24 Effectiveness: Effective Effective date: 01-07-2013) Article 11: “Where a party deliberately produces the point of contact of the foreign-related civil relation to circumvent the mandatory provisions of the laws and regulations of the People's Republic of China, the people's court shall determine that it will not produce any validity in application of any foreign law.” Same as we could find in Article 10: “Under any of the following circumstances, the provisions of the laws and regulations in connection with the social public interests of the People's Republic of China, the application of which the parties cannot preclude by agreement, and that can be directly applicable to the foreign-related civil relation without guidelines on rules of conflict, may be determined by the people's court as the mandatory provisions as set forth in Article 4 of the Law of Application of the Law on Foreign-Related Civil Relations:
 
1. Where they relate to the protection of the rights and interests of the laborers;
2. Where they relate to food or public health security;
3. Where they relate to environment security;
4. Where they relate to foreign exchange control and other financial security;
5. Where they relate to anti-monopoly and anti-dumping; and
6. Other circumstances that shall be determined as mandatory provisions.
 
As the deal involved foreign-related civil relations, as emphasized in aforesaid articles, then China’s foreign debt/currency control regulations shall mandatorily apply in this scenario. You may claimed that because the money loaned to HuiFeng was deposited into a United States-based Escrow Account (“Escrow Account”) and even no foreign currency was deposited into China per the terms of the Note, then you shall not take responsibility for the loss of everything. This is not legally agreed by PRC mandatory law as above. As far as the deal involved “Foreign-Related Civil Relations “factor in the sector of foreign exchange control and finance, Supreme Court in China would claim that PRC mandatory law shall cut in and prevail. That’s to say, even no foreign currency was deposited into China, PRC law shall apply and prevail in this situation. The question of whether foreign currency was physically deposited into China or not is not relevant. As the note agreement in nature determined the money loaned between companies in nature. Therefore, note agreement indeed could be seemed as violated the PRC foreign exchange and finance regulations, therefore could be treated invalid and therefore be frustrated. In a word, the nature of loan in our contract will be treated invalid and be destroyed completely.
 
b.     It’s believed that investors have to bear the duty of care/caution to the investment and be responsible for the losses upon the risks.
 
There is one point we wanna remind you that, you gain financial profits through investment in HuiFeng as noteholder, and any investment may have risks in the market. It’s believed that investors have to bear the duty of care/caution to the investment and be responsible for the losses upon the risks.
 
If it traced to 《escrow agreement》 Section 5, disbursement of the Escrow Funds, it says “disbursement of the escrow fees to satisfy particular fees and cost will require the signatures of both investors and company” here we insist believing the investors including you client shall bear the duty of carefully signing or executing for any fees and cost arising from escrow funds, please understand it’s not as you presumed that the whole liability could be absolutely released from your side. All of the foregoing, under the tort law in common law, the duty of care arises along the process of escrow owning from both investor and HuiFeng. Again, per the duty of care in the escrow account, all investor and Eric Yan, Constant Growth Investment Inc actually control and dispose the money in the account, therefore investor and Eric Yan, Constant Growth Investment Inc shall legally bear the duty of care in the safely & fairly use of the money in the account, HuiFeng has no duty of care in making sure the money in the account is safe and fair use or not. When investors decide to dispose the money, the duty of prior notification to HuiFeng, as well as the duly judgment of fairy use of the fund shall bear on investors. we hope your may fully consider the duty of care arise your side, rather than kick the whole liability to HuiFeng and refused to be liable for the damages arise by your side in the deal.
 
All in all, by the above two points we could get to the conclusion that, although the deal signed in accordance with the laws of the State of California, the application of which the parties cannot preclude by agreement, and that PRC mandatory law shall cut in and prevail. Then the subsequent situation will be like, the nature of loan in the contract will be treated invalid and be destroyed completely.
 
Please do not hesitate to let me know if any concern arisen from your side, we hope this would be a friendly discussion to settle this matter eventually."
 
Regards,
Paul.
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----- Original Message -----
From: Glen Bradford
To: Paul Huang
Date: 2014-04-18, 01:58:26
Subject: Re: Letter from Huifeng upon Convertible Note

Paul,

I have received this email. Can you attach the note again? It did not come through.

Glen
765-543-4175

On Thu, Apr 17, 2014 at 5:30 AM, Paul Huang<huanghao@grandall.com.cn> wrote:
Dear Glen Bradford,
　
Hope this email finds you well.
　
Regarding the deal on convertible promissory notes, it's for　sure that HuiFeng Auto has not received any money/credit from the investors.　 We are the lawyers authorised by Huifeng and　we believe we could suggest and account for a more reasonable compensation or deal between you and Hui Feng Auto upon this issue, and it’s believed that we are in the right position to smooth the deal with a better solution for both sides. I hereby refer to the pre-mail we attached to you and we keen to get your response eventually, here is below:
　
As you stated to us that, Two convertible promissory notes have been signed between you and Hui Feng Auto Technology. The combined total is $125.000.00 with all the funds held by Escrow Holder, Crone Law Group.
　
It may apparently seem that Hui Feng Auto is presently in default in the deal of convertiable note, but actually, there exists no violation of contract, or any default of contract from the side of Hui Feng Auto. It appears that the Escrow Funds has been always controlled and disposed from your side, HuiFeng Auto has never disposed the Escrow Funds, which shall be hundred percent safely locked into the Escrow holder’s account. Therefore, HuiFeng Auto shall not be blamed and liable for anything. We surely understand there might be some material misunderstandings arise between us, as well as the possible fraud arises from the third party during the whole deal. However, Hui Feng Auto reserves the right of claiming damages from anyone who acted in fraud through the court in China.
　
As the true contractual partners, before and after signing of the note, both you and Hui Feng Auto have never contacted directly, either through phone call or by else means, which may deliver lots of material misunderstandings, and may eventually leads the agreement to revocable or invalid. In the past, Hui Feng Auto sincerely tried many time to get in touch with you, but eventually failed by the interruption and intentional delay of Eric Yan. This is not as usual as people done the deals in the usual, we would appreciate if you could let us　aware the true situation (situations including but not limited to, either people or occurring things trigger / delayed your signing of the agreement) and when you actually signed the Note, what did Eric Yan do and say to you to introduce such deal? Have you found any unreasonable activities or misrepresentations from the side of Eric Yan before/after you make the decision to close the deal and Note? Any fraud activities or badly misinformed information you received from Eric Yan before/after you signed the deal?
　
It's highly believed that the both signed parties have the responsibility of notification to each other. In regard to the agreement 《Convertible Promissory Note》 and representation & warranties herein, any disputes arise during the deal shall be sorted out prior to the court or other formalities instead. We would appreciate you a lot if you could contact us in the first step when any default or misunderstanding occurred during the deal. However, you failed in performing such duty as contract asked to.
　
Per the issue of Escrow Funds, the funds are always maintained and disposed by the investors. HuiFeng Auto has never got a chance to dispose the aforesaid fund. Under the principle of Trust law, Investors are responsible for the safety and proper use of the funds, and It's firmly believed that fees to satisfy particular costs（including but not limited to consulting fee and services fee.）will require the signatures of both investors and Hui Feng Auto, not only the signature of the Investor required to disburse Escrow Funds. However, we are dispointed to find there is no pre-notification, both directly and indirectly, from your side towards Hui Feng Auto. In this point, we are fully sure that unduly exercise from your side and no reasonable notification to let the other party know, even breach the duty then not to dispose escrow funds safely, which eventually caused the damages and loss we could claim.
　
In any scenario you agree or disagree with the above points that we make out, Please let us know. You may let us know your cell phone so that we may contact with you directly in the further.
　
Regards,
Paul.
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Do Not Lose,

G. Richard Bradford, III
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Today is the greatest day of my life and tomorrow is going to be even better.　We spend our whole lives holding back, imagine how quickly you can succeed if you just take what you want. What you get by achieving your goals is not as important as what you become by achieving your goals.
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Dear Glen,

In a hope to get a better way of settling this matter, we did a long talk with HuiFeng and hope this time we could initially and materially promote the settlement of such matter.

1. People's Republic of China mandatory law shall prevail, so as to the invalid of the note agreement.

Relying on《Law of the People's Republic of China on Application of Laws to  Foreign-Related Civil Relations》(Promulgating Institution: Standing Committee of the National People's Congress  Document Number: Order No. 36 of the President of the People's Republic of China Promulgating Date: 10/28/2010 Effective Date: 04/01/2011 Validity Status: Valid)  Article 4 Mandatory provisions on foreign-related civil relations prescribed in laws of the People's Republic of China shall directly apply.

Furthermore, in accord to《Interpretations of the Supreme People's Court on Issues Concerning Application of the Law on Foreign-Related Civil Relations of the People's Republic of China》(Promulgation date: 12-28-2012 Effective region: NATIONAL Promulgator: Supreme People's Court Document no: Fa Shi [2012] No. 24 Effectiveness: Effective Effective date: 01-07-2013) Article 11: “Where a party deliberately produces the point of contact of the foreign-related civil relation to circumvent the mandatory provisions of the laws and regulations of the People's Republic of China, the people's court shall determine that it will not produce any validity in application of any foreign law.” Same as we could find in Article 10: “Under any of the following circumstances, the provisions of the laws and regulations in connection with the social public interests of the People's Republic of China, the application of which the parties cannot preclude by agreement, and that can be directly applicable to the foreign-related civil relation without guidelines on rules of conflict, may be determined by the people's court as the mandatory provisions as set forth in Article 4 of the Law of Application of the Law on Foreign-Related Civil Relations:

1. Where they relate to the protection of the rights and interests of the laborers;
2. Where they relate to food or public health security;
3. Where they relate to environment security;
4. Where they relate to foreign exchange control and other financial security;
5. Where they relate to anti-monopoly and anti-dumping; and
6. Other circumstances that shall be determined as mandatory provisions.

As the deal involved foreign-related civil relations, as emphasized in aforesaid articles, then China’s foreign debt/currency control regulations shall mandatorily apply in this scenario. You may claimed that because the money loaned to HuiFeng was deposited into a United States-based Escrow Account (“Escrow Account”) and even no foreign currency was deposited into China per the terms of the Note, then you shall not take responsibility for the loss of everything. This is not legally agreed by PRC mandatory law as above. As far as the deal involved “Foreign-Related Civil Relations “factor in the sector of foreign exchange control and finance, Supreme Court in China would claim that PRC mandatory law shall cut in and prevail. That’s to say, even no foreign currency was deposited into China, PRC law shall apply and prevail in this situation. The question of whether foreign currency was physically deposited into China or not is not relevant. As the note agreement in nature determined the money loaned between companies in nature. Therefore, note agreement indeed could be seemed as violated the PRC foreign exchange and finance regulations, therefore could be treated invalid and therefore be frustrated. In a word, the nature of loan in our contract will be treated invalid and be destroyed completely.

1. It’s believed that investors have to bear the duty of care/caution to the investment and be responsible for the losses upon the risks.

There is one point we wanna remind you that, you gain financial profits through investment in HuiFeng as noteholder, and any investment may have risks in the market. It’s believed that investors have to bear the duty of care/caution to the investment and be responsible for the losses upon the risks.

If it traced to 《escrow agreement》 Section 5, disbursement of the Escrow Funds, it says “disbursement of the escrow fees to satisfy particular fees and cost will require the signatures of both investors and company” here we insist believing the investors including you client shall bear the duty of carefully signing or executing for any fees and cost arising from escrow funds, please understand it’s not as you presumed that the whole liability could be absolutely released from your side. All of the foregoing, under the tort law in common law, the duty of care arises along the process of escrow owning from both investor and HuiFeng. Again, per the duty of care in the escrow account, all investor and Eric Yan, Constant Growth Investment Inc actually control and dispose the money in the account, therefore investor and Eric Yan, Constant Growth Investment Inc shall legally bear the duty of care in the safely & fairly use of the money in the account, HuiFeng has no duty of care in making sure the money in the account is safe and fair use or not. When investors decide to dispose the money, the duty of prior notification to HuiFeng, as well as the duly judgment of fairy use of the fund shall bear on investors. we hope your may fully consider the duty of care arise your side, rather than kick the whole liability to HuiFeng and refused to be liable for the damages arise by your side in the deal.

All in all, by the above two points we could get to the conclusion that, although the deal signed in accordance with the laws of the State of California, the application of which the parties cannot preclude by agreement, and that PRC mandatory law shall cut in and prevail. Then the subsequent situation will be like, the nature of loan in the contract will be treated invalid and be destroyed completely.

Please do not hesitate to let me know if any concern arisen from your side, we hope this would be a friendly discussion to settle this matter eventually.

Regards,
Paul.
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