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Dyzar Mr. Smith:
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regulations were not applicable to those acquisitions. One of the terms and conditions
attached to the convertible prefirred sedurities (at the insistence of the start up company’}
was that if the start ¢p company ever engaged in an initial public offering, the convertible
preferred securities would autematically become voting comitmon stock. in the company.
The start up company has now decided to engage o ea initial pubkic offering. If that
offering takes place, our chent's convertible preferred securities will automatically be
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Adter we dJ.s:..usscd this fatlat situatiof, you refermed me to page 33463 of
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801.1{fx1}, for ‘volieg securities’ and thet an exchange, »s opposed to automatic
maturation of inchoave rights, mest take place to effect conversion.” Inasmuch as the
client's comvertible preferred securities automatically convert inte voting common stock
whey il initial public offering is slivcied, wiihout e client doing aryting or being
able to control the conversion, it appears that the "aitotnatic matiration of inchoate
nights" Janguage canrals the situation and that no filing noder the Act and regulations is
required by our clierd in this situation.
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pubhc offcring that will trigper the transformm:ton of the converizble preferred securities
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a situation in which an acguiror acquired copvertible preferred securities while aware that
an mua.l publlc nffen.ug would soon cunvm those shares info voting common stock.
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conversation is differemt frony, acd is inapplivable to, our client's sitvativn. Once agaa, if
¥ou disagres, | would appreciate you lm:ting e KO,

Thaok vgn for vour attemtion 1o this master  The glient and T very ench
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