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Mr. Jones, an entrepreneur, entered into an agreement several months ago to buy out two
subsidiaries from a company owned by him and a single foreign investor. Mr. Jones had '
sufficient funds to purchase Co. Y, but had to seck funds from other sources for Cornpanyx
("CX~). CX's fixed assets were appraised at that time by an industry expert/at approximately -
$15 million and its current assets have been appronmatel%mﬂion, for a total value of

‘ approximately $21 million. However, an allocation was made in that transaction discounting
( CX's value to approximately $11.5 million. (Because of assumed liabilities of apppronmately
33 million, Mr. Jones' purchase price was approximately $14.5 million.) In order to close this
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bonow $13 570,000 from a competnor, Comp (this amount included appronmately $2 0
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and to pay a $500 thousand fee. In the event he failed to make that payment, Comp was given
an option to purchase CX's assets for $14,490,000. Comp also was required to pay CX
approximately $2 million for a non~competition agreement in the event Comp exercised the
option to purchase CX's assets.
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expert Nas appraised (¢ IiXed assels al approXimalely 36 milion above the current purchase
price, and the basis for that purchase price was understood to be a discounted value?

2. Must the valuation of the consideration in this transaction include the interest on the loan
made to Mr. Jones, which has in fact accrued to a value of $280 thousand, if Comp is willing
(" to forgive that amount?
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3 Must the valuation of the consideration include the $2 million for the non-competition
{ agreement to be paid to CX when the option is exercised?

Tecelvanics.

Wores iceccreom nems bl * 7

4

(495 m) e perecesTs %\/w,( ,O,bw?ﬁw

,~ Yep Jz/ 7"/(. .uLLb %/ Aé m
N S L) didinindicl Hlen.
]L& & -y ﬁt
3/)[% /?W 7 Lm&u_}é < 4/_\41:2" MeZ ! )/4,44_ Heoe
(2% &

74/ N VRV
Wzﬁ e etlec o [LNWL/“:,M/&M ot e

o
,L%/f;eé_.sﬁ_i‘f/‘b | ]
C— X ——
wnte - thorlol Lo tuebidiol /«« e =didloo. 7 czm-;;(u,m

#
1 e AT T Covy
Yo A /thg LG 7Q-A‘&<g, Crutra -
5. ,)/60. £C/£l4‘(:’i,"uj » ,_{.L{(f%"'d“‘i‘ %w:’zc

<
T b s e pushant p

Mlﬁgqﬁ%ﬂ /LLCMJJ&- FRALT L‘LMTL

2-

fRA " I0HA "-mu 1A:Ct 1R, 11 NHr





