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Multi-Step Reorganizations
Example 1 (p- 15)

Before:

Public
Public
< 1992: 30% of T stock for cash >
100% | < > P
1993: 70% of T stock for
P voting stock
T
After: 70% of T Public P Public
(30% of T Public
received cash)
P
100%
T




Example 2 (p. 19)

Before:
Public Public
< Step 1: 100% of T stock for
100% P voting stock
P
T Step 2: Liquidation
After:

T Public P Public

P
(T assets)




(p- 20)

Before:

Unwanted Assets
(8 355)
———» Public

Public

0 < =
100% P voting stock

Step 2: 100% of T stock for >

T

Step 3: Liquidation

After:
T Public P Public

P
(T wanted assets)




(p- 21)

Before: Public

Step 1: T stock for 100%
Public < P voting stock> .

P

20% TStep 2: Liquidate

After:
T Public P Public

P
(T assets)




(p- 22)

Before:
Public Public
Step 1: T stock for 100%
P P voting stock (50%) ’
and cash (50%)
< >
<
T P
Step 2: Liquidate
After:

T Public P Public

P
(T assets)




(p- 23)

Before:
Public Public
< Step 1: 100% of T stock for
100% P voting stock
P
T >
Step 2: Merger
T Public P Public
After:

P
(T Assets)




(p- 24)

Before:
Public Public
< Step 1: 50% of T stock for
100% P voting stock and 50% >
for cash.
P
T - >
Step 2: Merger




Example 3 (p- 25)

Before: Public
Public
o | < Step 1: 100% of T stock > P
100% for cash
T Step 2: Merger >
Sub
After:
P Public
(T Public = cash)
P
Sub
(T assets)




Example 4 (p. 27)

Before: A <
B
100%
45% 55%
T P
S <+«
T stock
After: for cash
A
B
45% 55%
P
40% 60%
S
100% T Liquidate
T




Example 5 (p- 29)

ION A = 90U |mmmmmmmmmn
ion B = 10%

1. Assets and Liabilities
transferred to P

‘2. Division A assets
;transferred to S

v

- 10 -



10%

1. Assets and Liabilities

(p- 33)

900/0 PP PP R

transferred to P

2. Division A
assets transferred

to S1

- 11 -

P Stock

>

S1




Example 6 (p- 34)

A P Stock
A
1. Assets and Liabilities :
transferred to S :2. Division A assets
gtransferred to P
T
on' A = QO [ S
on B = 10%
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Example 7 (p- 37)

P Stock
Division A = 90%
Division B = 10% Othiggg???%ﬁéipd
transferred to P
Division A

assets transférred to g

as directed by P

- 13 -



(p- 39)

P Stock
T - _ P
ision A = 90% Lo - g
ision B = 10%| 1- DIVISION B Irpjyision B assets]
Assets

transferred to P

2. T merges into S

- 14 -



Issues Involving Shareholder Continuity of Interest
Examples 1 and 2 (pp- 40 and 41)

Merger for $100x cash

T and $100x of P stock P

- 15 -



Example 3 -- Contingent Stock (p. 42)

CLOSING EARN-OUT DATE
- A
P Shareholders Historic Shareholders ‘ TAdditionaI P Stock
P Stock
A & p P
T L » | NEWCO NEWCO

- 16 -



Example 4 -- Contingent Stock (p. 46)

CLOSING EARN-OUT DATE
. A
P Shareholders istoric Shareholder ‘ T Additional P Stock
P Stock
A & P P
T —P® NEWCO NEWCO

- 17 -



Example 5 (p. 47)

CLOSING EARN-OUT DATE
- Historic Shareholder®
P Shareholders ‘T Additional P Stock
P Stock
4+— P P
——» NEWCO NEWCO

- 18 -



Example 6 -- Post-reorganization Continuity (p. 50)

STEPONE

P Shareholders

T —»  NEWCO

- 19 -

STEPTWO

P Stock
Historic Shareholders A —

NEWCO

Ceach

BANK




A

Example 7 -- Post-reorganization Continuity
(Sales to Issuing Corporation)

STEPONE

P Shareholdars HKﬂmCShaEderl‘FDRahensPSKrk

44—

NEWCC

(p- 52)

- 20 -

STEPTWO

NEWCC

Usng Cash



Example 8 -- Monetization transactions (p. 53)

STEPONE

P Shareholders

50% P stock

and 50% cash
A

NEWCO

Higtoric Shareholders' A ©«—®| BANK

- 21 -

STEPTWO

NEWCO

1. A pledgesgtock; or

2. A entersintoashort de
agansthe box; or

3. A entersinto acollar.



Example 9 (p-. 56)

Before:

B C D
A A A
A
2. P stock is
BCD distributed
P stock to the partners
pro rata
1. T merges
into P P < T
After:
T r T T Partners directly omn P stock
P
(T assets)

- 22 _



Example 10 -- Pre-reorganization Continuity (p.

STEHPONE

SIEPTWO
B <+— P
T —» NEWCO

- 23 -

59)



Example 11 -- Pre-reorganization Continuity and
May B. Kass (p. 60)

STEP ONE STEP TWO
T Stock K 4— p
K A & p
15% 850|  Cash 15% 85%
T T 3| NEwco

- 24 -



Example 12 -- Pre-reorganization Continuity and Seagrams

(p- 61)

Step 1:
Public
DuPont |Tenneco stock for cash
Seagrams <+
ad <« ENNeco stock for cash Tenneco
Step 2:
Former Public Former Public
[32%] DuPort Stock - [a6w]
(Cash) [seagrams |€2°“_1 puPont —>El2]gol/;c (Cash)
0
(32%)

(46%) [ Tenneco Merges
intoDuPont

Tenneco

- 25 —



Remote Continuity and Continuity of Business Enterprise
Example 1 -- Asset Transfers to Corporations (p. 63)

P Stock

v

1.

Assets

transferred to S

S

lz-

Assets

transferred to S1

S1

- 26 -



Example 2 -- Remote Continuity and Continuity of Business
Enterprise (New Rules)(p. 65)

P Stock
T p
—»
1. Assets
transferred to S
K S
nonvoting
convertible preferred common 2 Assets
(Value = 4%) | (vValue = 96%)| | transferred to S1

S1

- 27 -



Example 3 -- Remote Continuity and Continuity of Business
Enterprise (New Rules)(p. 66)

P Stock

—>

1.

Assets

transferred to S

50%

lso%

Assets

2.
i'transferred to S1

S2

- 28 -



Example 4 -- Transfers to Partnerships
(Current Law)(p. 67)

P Stock

1. Assets
transferred to S

S S1

2. Assets
transferred to PRS

- 29 -



Example 5 -- Transfers to Partnerships
(New Law)(p- 70)

P Stock

>

1. Ski boot business

transferred to PRS

- 30 -

P
(PTR) R
20% 80%




Example 6 -- Transfers to Partnerships
(New Law)(p- 71)

P Stock P

. (PTR) R

transferred to PRS

1. Ski boot business
34% 66%

- 31 -



Example 7 -- Transfers to Partnerships
(New Law)(p- 72)

P Stock
< (PTR)

1. Silk business
transferred to PRS 34% 66%

2. PTR converts the silk
assets to warehouses

- 32 -



Example 1 -- Control Issues (p. 73)

Before ____, public

Public
Step 2:
C stock P Step 1: P stock , 100%
X
< Step 1: T stock
C 100%
T
X Public
After
P Public 100%
X
100%
100%
C
P
100%
T

- 33 -



Example 2 -- Control Issues (p. 76)

Before: )
Public
100%
P stock >
N stock P A
100%
100% 100% Merger
.
S N
After: Public A
90%. 10%.
P
100%
S
100%

N
(T assets)

- 34 -



Boot In a Reorganization
Example 1 (p- 78)

Before:
Public
A X Public
25% of P stock + $40x
20%| 15%| 65%_‘ 5

T T assets >

After:
A X T Public P Public
5% 3.75% 16.25% 75%
+ $8X + $6x + $26x
P

(P and T assets)

- 35 -



(p- 82)

Before:

A Public
A X Public 20% 80%
< 25% of P stock + $40x
20%| 15%| 65% P

' ' ' >

T T assets
After:
A X T Public P Public
20% 3.75% 16.25% 60%
+ $8x + $6X + $26x
P

(P and T assets)

- 36 -



(p- 83)

Before:
X Public
A X Public 15% 85%
_ 25% of P stock + $40x
20% | 15% 65% ¢ p
T T assets >
After:
A X T Public P Public
5% 15% 16.25% 63.75%
+ $8x + $6x + $26x
P

(P and T assets)

- 37 -



A

20%

X

15%

(p- 84)

Public

65%

Choice of P stock or cash

Public

<

T

T assets

- 38 -

>




(p- 86)

Before: Public
A X  Public 100%
25% of P stock + $40x
20%| 15%| 65%| < P
T T assets >
After:
A ($20x cash) )
X T Public P Public
4 _69% 20.31% 75%
+ $3.75x| + $16.25x
P

(P and T assets)

- 39 -



(p- 89)

Before: Public
A X Public
P common and preferred
20%| 15%| 65%| < P
>
T T assets
After:
A X T Public P Public
5% CS| 3.75% CS| 16.25% CS 75% CS
+ $8x PS| + $6x PS| + $26x PS
P

(P and T assets)

- 40 -



(pp- 92 & 93)

Before: A

Public

A X Public P convertible 20% 80%

preferred and common - -
20%| 15%| 65%| % 5
T T assets >
After:
A X T Public P Public
20% CS 0% CS| 24.9% CS 55.1% CS
+ $3.75x PS|+ $15x PS

P
(P and T assets)

- 41 -



Example 2 (p- 97)

Group A Group B Group A Group B
class A class B 75% 25%| + cash
(G0%) ‘ (50%)
T T

- 42 -



Example 3 (p- 99)

Public

—»A P voting stock
cash 100%

A

100% of T stock

- 43 -



(p- 101)

—» A Public
cash 100%

Merger P

(S corp.)

- 44 -



Basis Issues in Triangular Reorganizations

Before:
Public
|
P
V=%$1
B=%$1
S
After:
Public ﬁ
I
P
S

Example 1 (p- 102)

b STOCK

T merges

<......._........... T
into S

- 45 -

V=$100
B=$ 40



Example 2 (p. 104)

Before:
Public
|
= HWMEW§F99KMM, A
_ V=$100
V=$1
B=$1 | B=$ 80
S .S _merges T V=$100
i Into T B=$ 40
After:

Public A

- 46 -



Downstream Mergers and Group lnversions
After General Utilities
Example 1 (p- 107)

100%

Public

40% l'\/'erger 60%

S

- 47 -



Merger

Example 2 (p. 109)

Public
100%
P
100%
S
100%
S1
Employees
80% 20%

- 48 -



(p. 111)

Before:
Public _
100%
P2 purchases
100% of P1
p1 stock for
cash
Public
1% 99%
<—
P2
After: Public
1% 99%
P2
P1

- 49 -



(p- 112)

Public

100%

P1

Public

Merger 1% 99%

- 50 -



Before

After

Example 3 (p. 112)

Public

100%

Parent +—

100%

Reverse
Sub Subsidiary
Merger

100%

NewSub

1%

Public

99%

Parent

Sub

- 51 -



Section 351 As An Alternative to Section 368
Example 1 (p. 114)

Before:
100%
A T stock for N stock N stock
< - > N «—> P
15% Publ:c T stock for for cash
85% cash
T
After:
(T Public = cash) P Public
A P

- 52 -



Example 2 (p. 119)

Before C
A B >
100%
60% 40% T stock
for
T N stock P

P stock + cash for N stock

T stock for cash

After

(A = cash) ! \

- B3 -



Example 3 (p. 121)

Before:
A B A C
40%’ 60% 40% _ 60%\
T P
After:
A B C
40% 30% 30%
+ $10x| + $15x
P
T

- 54 -



Example 4 (p. 124)

A
100%
T Employees
A
T assets for cash for 51%
49% of P stock of P stock
v

- 55 -



Example 5 (p- 125)

Before:

Public < Right to exchange P stock

for S common stock

P
(Business 1 and Business 2)

Business 1 S preferred stock
assets and exchange rights

After: Public

[ ] [

p S
(Business 2) (Business 1)

S preferred P common stock
stock

- 56 -



Issues Specific to "D Reorganizations
Example 1 (p-. 130)

Before: After:
A, - . A. . .J A. . .J Public
‘100% ‘100% ‘10% ‘90%
Distributing Controlled P
_J L_ | 100%
Bus. 1 Bus. 2 Bus. 2
Distributing
|
Bus. 1

- 57 -



Before:
A. . .J
‘100%
Distributing
Bus. 1‘J L_BUS- 2
— Public
50% 50%
P

(p- 132)

After:
A . ] A. . .J Public
‘100% ‘ 55% ‘ 45%
P
Controlled (Distributing)
Bus. 2 Bus. 1

- 58 -



Example 2 -- Morris

Before
Al . .d
‘100%
Distributing

Bus. 1 —J L—Bus. 2

Trust Legislation: TRA 1997 (p. 133)

A. ..

‘100%

After

Al . . Public
‘10% ‘90%

Controlled

Bus. 2

- 59 -

100%

Distributing

Bus. 1




Example 3 --

Intragroup Spinoff / Morris Trust Legislation: TRA
1997 (p. 138)

Before After
A. . .J A . ] A. . .J Public
D1 C P
Bus. 2
D2 D1
Bus. 1-—J L—Bus. 2
D2
|

Bus. 1
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Example 4 -- Intragroup Spinoffs Without Morris Trust
Transactions: TRA 1997 (p. 140)

Before After

D1 C D1

L |
lJ Bus. 2 Bus. 1

Bus.

- 61 -



Before:

Example 5 -- IPO by Controlled (p. 143)

Public

100%

(Bus.

Distributing

1

After:

Public

100%

Distributing
(Bus. 1)

Public New Public

45% 55%

(Bus.

Controlled

2)

- 62 -

Controlled
(Bus. 2)




(p- 144)

Before: After:
Public Public Public New Public
100% 100% 45% 55%
n . . Distributing Controlled
Distributin
9 (Bus. 1) (Bus. 2)

Bus. 1—J L—Bus. 2

- 63 -



Example 6 -- Viacom (p. 146)

Step One Step Two Step Three
Public Public Public
) . . Recapitalize Old Sub
Viacom Viacom Viacom Common into new
Class A Common stock
Old Sub Old Sub Sub Il Old Sub
Cable Other Cable Other Cable
Sub |1
Sub |1 Other
Step Four Step Five
i ACQUIRER
Public tenders Viacom Public Public Q
stock for Old Sub + | | ¢
Class A common stock . . Old Sub
Viacom Viacom | |~ghie
\ Acquirer contributes
cash for Class B voting
Sub 11 Cg)bllcei Sub Subll common stock

- 64 -



The "Substantially All"™ Requirement
Example 1 (p. 149)

A Public

T <P _stock for T's =

assets
Bus. 1——J L——Bus. 2
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Reorganizations with a Consolidated Group
Example 1 (p. 151)

Public
100%
P
100% 100%
s1 _ Assets S2

- 66 -



Example 2 (p. 154)

Public
100%
P
100% 100%
s1 $100x S92

4 Stock transfer and
1 iquidation 100%

S3

- 67 -



