
September X, 200Y

Mr. Hank Aaron

c/o Packer Technologies SA 
1400 rue du Rhine 
Paris 
France

Dear Hank:

We at ABC have very much enjoyed our recent discussions with you, and are pleased to present the following preliminary and non-binding proposal for ABC to acquire the XYZ Corporation.

We believe there is a strong alignment of perspectives between ABC and XYZ around both the emerging opportunities in data management and the business assets and strategy required to best capitalize on these opportunities. Given this view on our differentiated position, we stand ready to further our investment discussions with you on the acquisition of XYZ.

Context For Our Preliminary Non-Binding Proposal

We believe that ABC’ experience, customer base, vision, and strategic focus uniquely differentiate us as a long-term business partner for XYZ. Our belief in this strong potential is founded on the following qualifications:

· Transaction Value to XYZ Shareholders – We believe that our transaction would provide XYZ shareholders with an attractive stock with significant upside momentum. In addition, the stock would provide a means for near to intermediate term liquidity for XYZ.

· Strategic Rationale For The Combination – We believe that the combination of ABC and XYZ would create one of the most attractive data management offerings for European retailers, vendors, and manufacturers. This business combination aligns very favorably with ABC’ vision of being the global leader in the retail collaborative commerce industry.

· Synergies For The Combination – We believe that the acquisition of XYZ by ABC would present the united business with attractive opportunities to drive new products and services into the substantial combined customer base of the merged businesses. Such revenue synergies include not only opportunities to generate new customer wins for existing solutions, but also opportunities to use our expanded market presence and combined product management capabilities to deliver new solutions to customers. Successfully executing the synergies will favorably impact the ABC stock price and that means increased value for XYZ shareholders who are holding the currency.

· Acquisition Integration – We do not see that the combination of the businesses will result in any significant integration disruption in the near to intermediate term. ABC’ European operations will be primarily combined with XYZ and the initial focus will be on hitting the financial projections and all operational changes will be made consistent with that objective. Consequently, we should be able to complete an acquisition transaction with minimal inconvenience to ABC’ operations and XYZ’ customer base.

Given this context, we have designed the following proposal for our continued discussions.

Terms of Our Preliminary and Non-Binding Proposal

 We propose that ABC acquire XYZ via a combined stock and cash merger. We expect the specific transaction would be structured with some consideration paid upfront for results already achieved and the remaining consideration paid as an earnout when mutually agreed upon future milestones are achieved. We expect that XYZ shareholders, as part of their tax planning strategies, may want to add their perspective on the relative cash to stock ratio for the total transaction consideration.

We propose an offer of US$18 to US$25 million for XYZ, with a 25% upfront payment and the remaining 75% be paid on an earnout basis assuming certain financial milestones are achieved. The transaction will be financed with a combination of ABC stock and cash. We anticipate that the cash portion of the consideration shall not exceed US$5 million. In addition, ABC stock is already a liquid security that trades on the NYSE stock exchange under the symbol ABCQ. Consequently, there exist significant upward momentum valuation possibilities post deal completion as both ABC and XYZ executes aggressively the achievement of key operating milestones. 

A precise value within this range will depend on the following assessments:
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