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Each ¢of the transactions described below will be &
consummated simultaneously.

Fxtty percent of the voting securities of Company X are
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] Yoting securities of Company X will be sold to the public
in an amount that will dilute the aggregate interest of
Company A end Company B in Company X to 20% (10% for each of
Company A and Company B, respectively). Simultaneously with
the public sale and Company A's asset purchase, Company X will
redasem ity vatipa spenritigs held bv Companv A and Company B in
[
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: Company X ("Bubsidiary Z") and certain existing promissory
] notes of other subsidiaries or affiliates of Company X held by
Company X. Subsidiary Z had annual sales in excess of
$25 million in the last fiscsl year. Company A is to receive,
L ar ronsd Jara z‘j on_in_the redemotion. cash (ip gn_gqpount

$9 million or less) and the promissory notes of two affiliates
of Conipany X.
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In analyzing these simultaneous transact;ons, one must look
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OL buD31idlary ¢ a5 parctisl CondIideration ror tne reaemption QOr
the: Company X stock they hold is another potentfially reportable
transaction. A third potentislly reportable transaction is
Conpany A‘'s acquisition of the assets of certain subsidiaries

v of Company X.
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URUer § 5, e - I(C [ € coverage
Rules.

The acquisition by Company A of (1) the assets of certain
subsidiaries of Company X, (ii) 50% of the voting securities of
Subsidiary Z, (iii) cash and (iv) promissory notes from
affiliates of Company X is also exempt. The cash and
pronmissory notes acquired by Company A are not "assets® under
§ 801.21 of the Coverage Rules and § (c)(2) of the Act. The
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/A securities of Subsidiary 2 must be aggregated with the value of

the assets acquired by Company A from the subsidiaries of -
! ) Company X. The aggregate value of the assets (not including
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7 uetermimned in accordance with § 801.10 of the Coverage Rules.

! Thus, the asset transaction is exempt under § 802.20 of the
Coverdge Rules and the voting securities acquisition is exempt
under § (¢)(3) of the Act.

The roceipt by Company B of 50% of the voting securities of
Subsidiary 2, cash and promissory notes from atfiliates of
Company X s considerstion for the redemption of Company X
stock held by Company B ie also exempt. The cash and
prng}ssgry notes are not “assets” under § (c)(2) of the Act and
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Very truly yours,




