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Verne, B. Michael bt
From:
Sent: Tuesday, November 30, 2010 2:43 PM
To: Verneg, B. Michael

Subject: Filing Cluestion
Michael,

| think | spoke to you earlier about the following transaction, all parts of which are closing
contemporaneously:

1. Aforms C, a limited liability company, and contributes to it $55M in capital.
2. 3, B's sole shareholder, sells 80% of the stock of B to C for $55M.

3. S sells the balance of the stock of B to C for a 20% interest in C.

4. A has total assets or annual net sales of > $126.9M

5. B has annual net sales of > $126.9M and total assets of > $12.7M.

You suggested that | can view the transaction as the formation of C by A, which is an exempt
transaction, followed by the purchase of B's stock by C. You then stated that the purchase price is
$55M. Why wouldn’t the 20% interest in C also be considered part of the purchase price?

If the 20% interest in C that S acquires is included in determining the Size of Transaction, I'm
stumbling on how to value it. C's sole asset before the transaction is the $55M in cash paid to S, and
after the transaction is the stock of B. Would the 20% interest in C be valued in relation to the price
being paid for B? If so, | think its value = .2($55M/.8) = $13.75. If added to the $55M cash purchase
price, the vaiue of B's stock held by C as a result of the transaction would be $68.75, exceeding the
$63.4M Size of Transaction Test.

; T E e 5 TR
I look forward to your analysis. A % {-’ALG’EM - L) DRSS =
o S

2 B, £ 7,
Thanks, ﬁ{ﬁ’gw = F‘m%f s bk =

m§ignamre: Nothing in this communication is irdended to constifute an efectronic signature unless a statement to the contrary is included.

Confidentiality: This communication may contain confidential privileged information intended for the named recipient(s) only. i you received this by
mistake, please destroy it and notify us of the error.

Treasury Circular 230° This communication cannot be used to {i) avoid Federal tax-related penalties, or (i) promota, market or recommend anything
that is lax-refated.

11/30/2010 o





