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William E. Morley, Esq.,
Chief Counsel
Division of Corporation Finance

Attention:

Proposed The Henley Group, Inc.
o Distribution -- Securities Act of 1933
' i Sections 2(3), 4(1) and 5 and Rules 144(a)(3)
and 144(c)(1l); Securities Exchange
Act of 1934, Rule 1l6b-3a

Dear Sirs:

We are acting as counsel to The Henley Group,
Inc., a Delaware corporation ("Henley"), in connection =
with a proposed distribution (the "Distribution") to .
common stockholders of Henley of what is presently con- :
templated to be approximately 45% of the common stock, :
par value $.01 per share, of Henley Manufacturing Corp.,
a newly formed subsidiary of Henley ("HMC"). HMC would
hold and operate the assets, and assume certain related
liabilities, of certain Henley businesses, as discussed
below.

]

In connection with the Distribution, Henley
stockholders would receive an information statement con-
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Commission
taining detailed information about this transaction and
about HMC, as is more fully discussed below.

On behalf of Henley, we respectfully request
that the Division of Corporation Finance (the "Divi-

sion"):

(i) either (a) concur in our view that the
Distribution would not constitute a "sale" of the
stock of HMC to be distributed to Henley common
stockholders (the "HMC Stock") under Section 2(3) of
the Securities Act of 1933, as amended (the "Securi-
ties Act"), or (b) confirm that it will recommend
that no enforcement action be taken by the Securi-
ties and Exchange Commission (the "Commission™) if
the Distribution is effected without registration
under the Securities Act of the HMC Stock:;

« (ii) concur in our view that the shares of HMC
Stock to be received by Henley stockholders in the
Distribution would not be deemed to be "restricted
securities"-within the meaning of Rule 144(a)(3)
promulgated under the Securities Act, and that, for
purposes of Rule 144(c) (1) promulgated under the
Securities Act, Henley would be deemed to be a
predecessor of HMC so that sales of HMC Stock by
affiliates of HMC could be made pursuant to Rule 144
immediately upon the registration of the HMC Stock
under Section 12 of the Securities Exchange Act of
1934, as amended (the "Exchange Act");

(iii) either (a) concur in our view that the
payment of cash in redemption of, in lieu of the
distribution of, fractional shares of HMC Stock in
connection with the Distribution will not require
registration of such fractional shares under the
Securities Act or (b) confirm that it will recommend
that no enforcement action be taken by the Commis-
sion in the event the fractional shares are effec-

tively redeemed by paying cash for fractional shares
without registering such shares under the Secur1t1es

Act;
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(iv) concur in our view that the stockholder
approval requirements of Rule 16b-3 promulgated
under the Exchange Act with respect to any employee

S benefit plans or any of its subsidiaries would be

satisfied if Henley, as the sole stockholder of HMC
.prior to the Distribution, approves the adoption of
such benefit plans and if the information statement
to be mailed to all stockholders of record of Henley
contains substantially the same information regard-
ing such benefit plans that would have been required
by the rules and regulations promulgated under Sec-
tion 14(a) of the Exchange Act were proxies for
approval of such benefit plans being solicited from
Henley stockholders; and

(v) either (a) concur in our view that, in the
event HMC elects to provide for the sale of shares
of HMC Stock by an independent agent on behalf of
Henley stockholders who will be holders of 99 or
fewer shares of HMC Stock as a result of the Distri-
bution, such sale will not requ1re registration of
such shares under the Securities Act or (b) confirm
that it will recommend that no enforcement action be
taken by the Commission if such shares are sold by
such independent agent without registration under
the Securities Act.

Background and Proposed Transaction

Henley has provided us with, and has authorized
us to make on its behalf, the factual representations set
forth below.

The Henley common stock, par value $.0l1 per
share ("Henley Common Stock"), is quoted on the National
Association of Securities Dealers Automated Quotation

'System ("NASDAQ"), and is registered under Section 12(g)
-of the Exchange Act. As of September 15, 1987,
-97,924,014 shares of Henley Common Stock were 1ssued and

outstandlng. Henley is current in its reporting require-

“\ments under the Exchange Act and with the National Asso-
c1at10n of Securltles Dealers, Inc. ("NASD").
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Henley was formed by Allied-Signal Inc., a

Delaware corporation ("Allied-Signal"), to operate ap-

proximately 35 former Allied-Signal businesses. On May
27, 1986 Allied-Signal distributed (the "Henley Distribu-
tion™) to the stockholders of Allied-Signal 44,474,240
shares of Henley Common Stock, constituting approximately
70% of. the equity and 30% of the voting power of Henley,
‘This distribution was made in accordance with a no-action
letter issued by the Division on February 24, 1986. At
the time of the Henley Distribution, Allied-Signal stock-
holders received an information statement (the "Henley
Information Statement") containing information regarding
the Henley Distribution and related matters substantially
equivalent to that which would be required in connection
with a registration by Henley of its securities on Form
S-1. In May 1986, the Henley Common Stock was in fact
registered under the Exchange Act on Form 10 (File.No.
0-14246), which form included a complete description of
the Henley Distribution, the business and the management
of Henley and detailed historical and pro forma financial
statements and other financial information.

Concurrent with the Henley Distribution, Henley
offered for sale in domestic and international offerings
60,000,000 shares of Henley Common Stock (the "Henley
Offering™) pursuant to a registration statement on
Form S-1 (File No. 33-3941) (the "Henley S-1") declared
effective by the Commission on May 20, 1986. Henley
repurchased the remaining capital stock of Henley held by

., Allied-Signal in January 1987.

In April 1987, Henley effected a distribution
of 20% of the common stock of its subsidiary Fisher Sci-
entific Group Inc. pursuant to a no-action letter issued
by the Division on February 18, 1987. '

On September 24, 1987, Wheelabrator Technol-
ogies Inc, ("Wheelabrator"), formerly a wholly owned
subsidiary of Henley, sold 6,900,000 shares (the "Wheela-
brator Offering”) of its common stock, par value $.0l1 per

share (the "Wheelabrator Common” Stock"), pursuant to a

registration statement on Form S-1 (File No. 33-15689)

(the "Wheelabrator S-1") declared effective by the Com-
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mission on September 17, 1987. Henley now owns approxi-
mately 80.5% of the Wheelabrator Common Stock.

' Allied-Signal was formed as a holding company
to hold the stock of Allied Corporation, a New York cor-
poration ("Allied"), and The Signal Companies, Inc., a
Delaware corporation ("Signal"). The stockholders of
Allied and the stockholders of Signal approved the com-
bination of the two companies (the "Combination") on
September 18, 1985. The shares of Allied-Signal common
stock issued in connection with the Combination were
registered under the Securities Act on Form S-14. Both
Allied and Signal had been reporting companies under the
Exchange Act for a substantial number of years.

Consistent with the business strategies de-
scribed by Henley in the Henley Information Statement,
the Henley S-1 and Henley's Annual Report on Form 10-K.
for the fiscal year ended December 31, 1986 (the "Henley
10-K"), Henley presently anticipates that it will dis-
tribute approximately 45% of HMC Stock to Henley stock-
holders at the time of the Distribution. The plan con-
templates that at the time of the Distribution, HMC will
hold the assets, liabilities and operations of General
Chemical Corporation (industrial chemicals), Prestolite

. Wire Corporation (ignition and other wire products,

lubrication equipment and accessories and miscellaneous
equipment for the automotive and machine tool industries)
and Toledo Stamping & Manufacturing Company (rocker arms,
roller arms, cam followers and other stamped metal prod-
ucts). General Chemical, Prestolite Wire, and Toledo
Stamping, had been part of Allied for more than 10, 6 and
2 years, respectively, prior to the Combination.

‘Upon consummation of the Distribution, HMC
would become a publicly held corporation. It is intended
that HMC would apply for quotation of the HMC Stock on
NASDAQ. In connection therewith, HMC filed on September
30, 1987 a registration statement on Form 10 pursuant to

-Section 12(g) of the Exchange Act. Henley stockholders

‘would receive an information statement (the "Information
. Statement") containing information regarding the Distri-

bution and related matters substantially equivalent to
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“that which would be required in comection with a reg-
istration by HMC of its securities on Form S-1.

Henley believes that the Distribution and the
related transactions would accomplish an important Henley
business objective by distributing to i ts stockholders an
equity interest in certain of its buisinesses which pos-
sess operating and investment characteristics very dis-
tinct from the businesses and assetsof Wheelabrator,
Fisher and the other businesses and isssets that would
remain urder Henley's control after the Distribution.

The Distribution is the type of transaction clearly con-
templated by and described in the Heley Information
Statement, the Henley S-1 and the Henley 10-K that is
intended to enhance the value cf Henley stockholders'
investments as Henley reviews its structure and opera-
tions on an ongoing basis. Henley believes that the
format:ion of HMC as a separate public company will enable
the investment community to value its separate businesses

‘more easily and permit HMC to receive appropriate market

reccgnition of its performance.

Although it is intended that Henley and HMC
would conduct their respective businesses substantially

"independently following the Distribution, it is also

" Date.

. e

contemplated that various agreements wuld be entered
into which would govern in certain respects the relation-
ship of Henley and HMC and certain other matters follow-
ing the Distribution. In particular,it is contemplated
that, i+ consideration of the contrilwtion by Henley of
the stock of the operating companies and certain other
assets and the grant by Henley to HMCof the option de-
scribed below, HMC will agree to enter into a guarantee
(the "Guarantee") at Henley's request, pursuant to which
HMC will guarantee a portion of the obligations of Henley
under Henley's Bank Credit Agreement and any successor
bank credit agreement in an amount not to exceed the
amount of the net worth of HMC as of the Distribution

In addition, HMC would agree to enter into certain ‘
indemnification agreements with Allied-Signal or certain
other alternate indemnifying parties, at Henley's re-
quest, pursuant to which HMC would indemnify Allied-
Signal-(or such alternate indemnifying parties) for any
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pé&ments Allied-Signal (or such alternate indemnifying

parties) may be required to make pursuant to certain
support obligations relating to the operation, mainte-

nance or financing of certain refuse-to-energy projects
owned or controlled by Wheelabrator. HMC, in turn, would

be indemnified by Wheelabrator and would alsc be indemni-
fied by Henley to the extent the total unreimbursed in-
demnification payments made by HMC with respect to all
such ‘projects exceeds 20% of HMC's consolidated net worth
as of the date any such indemnification payment is made.
Moreover, it is contemplated that HMC would lease space,
in certain office buildings it owns to Henley and certain
of Henley's other subsidiaries and perform certain envi-

ronmental monitoring and auditing services for Henley and

certain of Henley's subsidiaries in return for specified
rental payments or service fees and that Henley would
provide certain management services to HMC for a period
of time in return for specified fees. It is also ex-
pected that certain current members of the Board of Di-
rectors of Henley would also serve’on HMC's initial
Board. In addition, Henley would grant HMC the right to
repurchase from Henley, at'HMC's opticn exercisable at
any time within a five-year period commencing with the
Distribution Date (but not more often than twice), all or
part (but not less than a determinable minimum amount) of
the HMC Stock retained by Henley following the Distribu-
tion. Such option would be exercisable at a price equal
to the average closing price of a share of HMC stock
quoted on NASDAQ during the first five trading days fol-
lowing the Distribution. Henley would also agree not to
dispose of the retained shares of HMC Stock (except to
HMC pursuant to the option) during the first one to three
years following the Distribution, depending on whether or
not the Guaranty remains in effect, and to grant HMC
certain rights of first refusal with respect to such

shares thereafter.

. Under Delaware law, stockholder approval of the
Distribution would not be required and the approval of

Henley's stockholders would not be sought.

7t

[EE TR TR

T I

R RLAE TR A L ey

"o

g

et



2000636

.Division of Corporation Finance

Securities-and Exchange
Commission -8~ October 5, 1987

Section 2(3) and Section 5 of the Securities Act

. We believe that there are several legal and
policy reasons why.the Division should either (i) concur
that the Distribution of the HMC Stosck would not involve
a "sale" under Section 2(3) of the Securities Act and,
therefore, that registration of such stock would not be
required under Section 5 of the Securities Act or (ii)
recommend that no enforcement action be taken by the
.Commission if the Distribution is effected without reg-
istration of the HMC Stock under the Securities Act.

We believe that the Distribution would not
constitute a "sale" of a security because, among other
reasons, there would be no disposition of securities for
value. Henley's stockholders would not provide any con-
sideration to Henley in exchange for the HMC Stock they
would receive. Furthermore, no insider or agent of Hen-
ley would receive any present value by reason of the
Distribution other than by reason of the receipt of such
HMC Stock as-a Henley stockholder or by reason of any
adjustments to be .made in Henley's stock option and cther
benefit plans to reflect the Distribution. 1It. is pres-
ently contemplated that members of HMC management, in-
cluding certain executive officers of Henley who will
also act as executive cfficers of HMC, will purchase or
receive, pursuant to HMC's benefit plans, shares of HMC
Stock either prior to or after the Distribution. Al-
though Henley would ultimately receive "value" upon the
disposition of its equity interest in HMC, any such dis-
position would be separate from the Distribution, and the
HMC Stock- so disposed of would be required to be regis-
tered under the Securities Act at the time of disposition
unless an exemption from registration were available.

The Division has issued "no action" letters

‘concerning several distributions of the stock of subsid-

iaries which are similar in various respects to the Dis-

" tribution, including the transactions described in the

"no action" requests on behalf of Royal Apex Silver,
Inc., June 12, 1987 ("Royal Apex"); Newmont Mining Cor-

" poration, January 15, 1987 ("Newmont"); Raycomm

Transworld Industries, Inc., March 17, 1987 ("Raycomm");
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Lucky Stores, Inc., March 25, 1987 ("Lucky Stores");
Squibb Corporation, January 21, 1987 ("Squibb"); The
Henley Group, Inc., November 21, 1986 ("Henley-Fisher");
The Singer Company, July 15, 1986 ("Singer"); Adams-
Russell Co., Inc., June 25, 1986 "Adams-Russell");
Torchmark Corporation, April 29, 1986 ("Torchmark");
-Allied-Signal, Inc., January 23, 1986 ("Allied-Signal");
Standard 0il Company (Indiana), April 15, 1985 and

‘March 19, 1985 ("Standard 0Oil"); Noble Affiliates, Inc.,

March 27, 1985 ("Noble Affiliates"); Tom Brown, Inc.,
July 17, 1984, as reconsidered in a response of Oct

ber 16, 1986 ("Tom Brown"); Centex Corpor tion June 15,
1984; Time Incorporated, September 29, 1983 ("Time"):
Keystone International, Inc., May 10, 1983; Scope Inc..-
porated, May 4, 1982; The Sippican Corporation, Au-

gust 31, 1981; Peoples Energy Corporation, August 10,
1981 ("Peoples Energy"); Peabody International Corpora-

. tion, September 18, 1980; Metro-Goldwyn-Mayer, Inc.,
March 7, 1980 ("MGM"); and First Bancshares of Florida,

Inc., Augusk 27, 1979 ("First Bancshares").

The Distribution is clearly distinguishable
from the situation presented in Securities and Exchange
Commission v. Harwyn Industries Corp., 326 F. Supp. 943
(S.D.N.Y. 1971), and Exchange Commission v. Datronics
Engineers, Inc., 490 F.2d 250 (4th Cir. 1973), cert,
denied, 416 U.S, 937 (1974), where the courts found dis-
positions for "value" in connection with certain con-
trived spin-off transactions which also involved alleged
fraud and where the courts interpreted Section 2(3) of
the Securities Act liberally to achieve the purposes of
the Securities Act. In Harwyn and Datronics, corpora-
tions with no Exchange Act reporting history, without any
business purpose, created public markets in securities
and furnished misleading or incomplete infermation to the

securities markets.

As the court stated in Harwyn, the overall
purpose of the Securities Act "is to provide adequate
disclosure to members of the investing public."” 325
F.Supp at 954. Henley has been a reporting company since
the Henley Distribution, Allied-Signal has been a report-
ingscompany since the Combination, and prior to the Com-
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"bination Allied and Signal had each been reporting compa-
nies under the Exchange Act for a substantial number of
years. As such, all four entities have timely filed or
will file annual, quarterly and current reports for so
long as- they were or remain reporting companies under the
Exchange Act., Henley stockholders who received shares of
Henley Common Stock in the Distribution received at that
time the Henley Information Statement. Henley stockhold-
ers who purchased some or all of their shares in the
Henley Offering received at that time the prospectus (the
"Henley Prospectus”) forming part of the Henley S-1. The
Henley Prospectus’contained all the information required
to be disclosed to purchasers in a public offering. 1In
addition, as discussed above, Henley intends to provide
its stockholders with the Information Statement which
w111 include approprlate historical and pro forma finan-
cial informz2:ion and other information concerning HMC and
its management., Following the Distribution, the Henley
Common Stock would remain quoted on NASDAQ and registered
under Section 12(g) of the Exchange Act. HMC has filed
for registration of the HMC Stock under Section 12(qg) of
the, Exchange Act and intends to apply for quotation on
NASDAQ prior to the consummation of the Distribution. As
a result of such registration, HMC would be required to
file annual and interim reports with the Commission and
would be required to furnish periodic informaticn to its
stockhnlders and the investing public.

If the Division is unable to concur in our
interpretation of Section 2(3) of the Securities Act, the
Division, under the circumstances set forth herein and as
a matter of sound policy, should conclude that it would
recommend that no enforcement action be taken by the
Commission if the Distribution of the HMC Stock were
effected without registration of such stock under the
Securities Act. Such recommendation by the Division
would be consistent with its determinations in Royal
Apex, Newmont, Squibb, Raycomm, Lucky Stores, Henley-
Fisher, Singer, Adams-Russell, Allied-Signal, Standard
Oil, Noble Affiliates, Tom Brown and Time where the Divi-
sion recommended that no enforcement action 'be taken with
respect to unreglstered distributions of securities where

(i) the transaction would be effected as descrlbed in a
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Wl 7 f Uprexy or an information statement substantially complying
' “ ‘ with the requirements of Regulation 14A or 14C promul-
gated under the Exchange Act and (ii) the stock of the
distributed corporation would be registered under Section
12 of the Exchange Act.

The disclosure to be provided in the Informa-
tion Statement would satisfy Form 10 requirements and
would be ‘substantially similar to that which would be

'provided under the Securities Act by HMC in a registra-
tion statement on Form S-1. Information provided to -
Henley's stockholders by a registration statement under
the Securities Act would not meaningfully or materially
increase information already provided, or to be provided,

o by Henley Exchange Act reports and proxy statements, by

! the Information Statement and, in the future, by the
R reports of Henley and HMC filed with the Comm:ission and

provided to their stockholders. Registration of HMC

Stock under the Securities Act would, therefore, create
an unnecessary expense with no corresponding benefit to

‘Henley's stockholders or to the public,
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Rule 144
In our view, the shares of'HMC Stock to be
distributed pursuant to the Distribution would not be
"restricted securities"” as defined in Rule 144(a)(3)
because such securities would be acquired by Henley's
‘Stockholders and would therefore be issued to the public,
There is no compelling reason, in our view, to impose the
. * holding period requirements of Rule 144 on HMC's stock-
holders or otherwise limit the ability of ncn-affiliates
of HMC, including persons whose Henley Common Stock may
constitute "restricted securities" under Rule 144, to
sell their HMC Stock. As the Preliminary Note to Rule
144 indicates, "[t]he rule is designed to prohibit the
; - creation of public markets in securities of issuers con-
1 cerning which adequate current information is not avail-
= _ -able to the public." As discussed above, the information
~ to be furnished to the public concerning Henley and HMC
' -would be adequate and current. Under these circum-
stances, the HMC. Stock would appear to us not to be "re-
"stricted securities” and, accordingly, non-affiliates of
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HMC should be able to sell their shares without ‘complying
with Rule 144. We ask that the Division concur with our
view, We note that, in connection with the proposed
distributions described in the Royal Apex, Newmont,
Squibb, Raycomm, Lucky Stores, Henley-Fisher, Singer,
Adams-Russell, Tom Brown, Time and Peoples Energy "nc-
action” requests, the Division reached such a conclusion,

. We recognize the affiliates of HMC who desire
to sell HMC Stock must either register that stock under
the Securities Act or sell it bursuant to Rule 144 or

- Some other applicable exemption. In order for Rule 144
to be available to affiliates of HMC, the requirements of
subparagraph (c)(1) must be satisfied. That subparagraph
requires, in part, that an issuer must have been subject
to the reporting requirements of Section 13 or 15(d) of

‘the Exchange Act for at least 90 days preceding any sale
of its securities made in reliance upon the Rule. Thus,
unless HMC is deemed to have been subject to the Exchange

'Act reporting requirements for the period required by
subparagraph (c) (1), affiliates of HMC would be prevented'

-from utilizing Rule 144 during the 90-day period immedi-
ately following its registration under the Exchange Act,

. As discussed above, Henley and Allied-Signal
ére, and Allied and Signal had been for many years, sub-
ject to the reporting requirements of the Exchange Act.
All reports required to be filed have been.timely filed

from the Information Statement and from Henley's, Allied-
Signal's, Allied's and Signal's prior history of Exchange

" Act reporting, the "current public information" require-

ments of Rule 144 would, in our view, substantially be
met.. For these reasons, we request that' the Division

- deem Henley to be a predecessor of HMC for purposes of
.the 90-day requirement of Rule 144(c) (1) and permit

affiliates of HMC to utilize that Rule as of the date

. that HMC's registration under the Exchange Act becomes
- effective. We note that in connection with the proposed

distribution described in the Royal Apex, Newmont,
Squibb, . Raycomm, Lucky Stores, Henley-Fisher and Allied-

+Signal "no-action" requests, the Division declared that
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4 |~ . there would be no ninety-day waiting period before sales
B * could be made under Rule 144. -

t . Fractional Shares and Section 5 of the Securities Act

It is also presently anticipated that, in the event
an exchange ratio for the Distribution is selected that
would give rise to fractional shares of HMC Stock, HMC
will pay cash in lieu of the distribution of fractional

. shares, Fractional shares are being redeemed in lieu of
distribution for the purpose of saving the expense and
inconvenience of issuing and transferring such fractional
shares, Such fractional shares-will be redeemed at a
price per fractional share equal to the average of the
closing prices of a share of HMC Stock as reported on
NASDAQ on the first five trading days following the Dis-

i . tribution, multiplied by the fraction that such frac-
¥ tional share represents. The payment of fractional

shares for the purpose stated is subtantially similar to

30 4 a dividend -in kind, such as the Distribution of whole
., {7~ ~.sharesof HMC Stock, which, under the foregoing analysis,
ﬁ, . - would not constitute a sale or disposition of a security
§ P for value under Section 2(3) of the Securities Act.

LSRR V. 4
“Ee

P S

o

R

A literal reading of Section 5(c) of the Se-
curities Act suggests that the redemption of fractional
shares in the circumstances present here could possibly

“be considered as involving an "offer to buy" fractional
*shares’of HMC Stock requiring registration under the

yoal- ) Securities Act., It has been well settled, however, that
R Section 5(c) of the Securities Act does not apply to this
B B situation and registration is not required when issuers

I .-repurchase their own securities. - See Bruckner v. Thys-

‘ sen-Bornemisza Europe N.V., 424 F. Supp. 679 (S.D.N.Y.
1976), atf'd sub nom. Hruckner v. Indian.Head, Inc., 559
F.2d4 1202 (2d Cir.), cert. denied, 434 U.S. 897 (1977).
We note that .in connection with the distributions de-
scribed in the Pan American Mortgage Corp., November 20,
1985, Harvood Corpanies, Inc., February 15, 1983 and

S . 'Interstate Motor Freight System, Septembér 18, 1980 "no
T R ‘action” requests, where it was proposed that cash would
\g °, 'be paid in-lieu of fractional shares, the Division agreed
C : ‘not to recommend enforcement action to the Commission.
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- "Rule 16b-3

, 1 Prior to the Distribution, HMC and certain of
its subsidiaries may adopt certain employee benefit plans
(the "Plans") which would be approved by Henley, as the
sole stockholder of -HMC. We believe that the disclosure
in the Information Statement to be given to stockholders
of Henley in connection with the Distribution, which will
~contain substantially the same information regarding the
Plans that would be required by the rules and regulations
promulgated under Section 14(a) of the Exchange Act were
proxies being solicited from Henley stockholders for
approval of the Plans, should satisfy the conditions of
-Rule 16b-3(a) promulgated under the Exchange Act regard-
ing approval by stockholders. The Commission, in its
Interpretative Release dated September 23, 1981 (Release
No. 34-18114), noted that the. stockholder approval. re~
quirement can be satisfied if the plan was approved prior
to the registration of a corporaticn's securities under
Section 12 of the Exchange Act where the issuer furnishes
to its stockholders of record entitled to vote on the
plan substantially the same information regarding the
plan that would be required under the rules and regula-
tions under Section 14(a) on or prior to the date of the
first annual meeting of stockholders held subsequent to
the registration of equity securities of the corporation
under Section 12 of the Exchange Act. Thus, we ask that
you concur with our view that Henley's approval, as the
sole stockholder of HMC, of the Plans and the provision
of information concerning the Plans which would satisfy
the requirements of Section 14(a) will satisfy the stock-

+ holder approval requirements of Rule 16b-3(a). We note

the Division's concurrence in substantially similar cir-
cumstances in connection with the Division's determina-

tion in the Henley-Fisher, Squibb, Lucky Stores, Singer,
Adam-Russell, Allied-Signal and Tom Brown "no-action®

~letters.

Sales of Shares on Behalf of

" - Holders Who Receive Fewer than 100 Shares

Promptly'followihg the Distribution, HMC pro-

‘f:boses to offer stockholders who receive fewer than 100
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shares ("0dd-Lot Shares") of HMC Stock in the Distribu-
tion ("Eligible Holders") the opportunity to receive cash
for their shares pursuant to the program described below

(the "o0odd-Lot Program").

The ratio in the Distribution has not yet been
determined but is expected to be approximately one share
of HMC Stock for each 20 shares of Henley Common Stock.
As a result of the Distribution, HMC will have numerous
small accounts which are relatively expensive to adminis-
ter., The purpose of the Odd-Lot Program is to enable HMC
to contain its costs in servicing small accounts and to
provide Eligible Holders with an opportunity to dispose
of these shares without incurring brokerage fees. Based
on the number of shares of Henley Common Stock expected
to be outstanding on the record date for the Distribution
and the anticipated Distribution ratio, approximately
5,000,000 shares of HMC Stock will be distributed. There
will be approximately 39,700 record holders of HMC Common
Stock, of which approximately 39,300 holders will hold
fewer than 100 shares of record. The aggregate number of
outstanding shares of HMC Stock on the Distribution Date
is expected to be approximately 11,200,000, of which
235,900 or 2.1% are expected to be held by Eligible Hold-

ers.

Depending upon various factors, includinyg the
market price at which the HMC Stock trades and the avail-
ability of corporate funds to effect purchases of Odd-Lot
Shares at such price, HMC may elect (within the period
and as described in the following paragraph) either (i)
‘to purchase all Odd-Lot Shares tendered at the closing
price for. HMC Stock on the day tendered or (ii) to cause
‘an independent agent to sell such shares through broker-
dealers for cash in the open market on behalf of tender-
ing stockholders. In the event HMC elects to implement

" an 0dd-Lot Program involving sales of Odd-Lot Shares by

an independent agent, an issue could arise whether reg-
istration is required of the shares sold by such agent.
The underlying question is whether the actions of the
agent will constitute -transactions by a person other than
_an. issuer or underwriter., If so, such transactions will
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Commission

be exempt transactions under Section 4(1) of the Securi-
ties Act and registration will not be required.

Promptly after the Distribution, HMC will send

- a copy of the Information Statement, a letter containing

the terms and purpose of the 0Odd-Lot Program and a letter
of transmittal (the "Letter of Transmittal") to such
holders pursuant to which such holders may elect to
tender their shares and receive cash payment therefor.

If HMC has already made its election, HMC will specify in
the letter containing the terms and purpose of the 0dd-
Lot Program whether the Odd-Lot Shares tendered will be
purchased by HMC or sold by an independent agent. If HMC
has not yet decided whether to purchase the Odd-Lot
Shares, HMC will advise the Eligible Holders in such
letter that the Odd-Lot Shares, if tendered, will either
be purchased by HMC or sold on the open market by the
independent agent and that HMC will within 5 business
days mail to all Eligible Holders notification of whether
shares tendered will be purchased by HMC or sold by the
.independent agent. HMC will ask brokers and nominees to
forward the Odd-Lot offer, at the expense of HMC, to
Eligible Holders. The 0dd-Lot Program will initially be
open for a period of 30 days, but may be extended by HMC
for up to another 30 days.

In the event that HMC elects to purchase all

' Odd-Lot Shares tendered, upon receiving a stockholder's

completed letter of transmittal (together with the cer-
tificates for Henley Manufacturing Common Stock) in good
order, HMC will purchase all such Odd-Lot Shares from
such stockholder at a price equal to the closing price of
the shares of HMC Stock quoted on NASDAQ on the trading
day that such stockholders' Letter of Transmittal is

‘received, or if such day is not a trading day, on the

trading day immediately preceding such day. We believe
that such purchases by HMC will be exempt from compliance
with~Rule 1l3e-4 under the Securities Exchange Act of

'1934, as amended, pursuant to paragraph (g)(5) of such-
. Rule, :

In the event HMC elects to implement the 0Odd-

};Loggbrogram through Saleédof Odd-Lot Shares by an inde-
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pendent agent, upon receiving a stockholder's completed
Letter of Transmittal (together with the certificates for
Henley Manufacturing Common Stock) in good order, Mellon
Bank, N.A., as distribution agent (the "Distribution
Agent"), will effect the necessary sales on behalf of the
Eligible Holders at such time as the Distribution Agent
deems appropriate through broker-dealers selected by the
Distribution Agent. The Distribution Agent will collect
the proceeds of such sales and authorize the appropriate
payments to Eligible Holders. We note that, except as
discussed below, the requirements cited by the Division
in similar contexts in its determinations with regard to
the non-registration of shares to be sold by an indepen-
dent -agent would be met in this case in that (i) all
brokerag? fees and .he administrative fees of the Distri-
bution Agent will be paid by HMC; (ii) none of Henley,
HMC, the Distribution Agent or any other person will
guarantee a minimum sale price with respect to the shares
sold by the Distribution Agent; (iii) no HMC stockholder
on whose behalf such sales are made will be paid any
additional consideration in return for selling his shares
and (iv) none of Henley, HMC, or the Distribution Agent
will enter into any arrangement with any broker-dealer
with respect to the manner in which the HMC Stock will be
sold or as to the potential purchasers of the HMC Stock,
See, Henley-Fisher, Buttonwood Research Group Inc., April

'3 1987 ("Buttonwood"), The Chase Manhattan Bank, N.A.,

July 17, 1986 ("Chase"), Unocal Corporation, October 31,
1985 ("Unocal") and American Transtech Inc., August 22,
1985, Althouqh HMC will not have been subject to the
reporting requirements of Section 13(a) or 15(d) of the
Exchange Act for a period of 90 days immediately preced-
ing the commencement of the sales by the Agent, we be-
lieve that this condition should be deemed satisfied in
light of the extensive disclosure with respect to HMC's
businesses’ that would result from the Information State-
ment and from Henley's, Allied-Signal's, Allied’s and
Signal's prior history of Exchange Act reporting. See,

- Henley-Fisher.

Based on the foregoing, it is our view that the

' sale of HMC Stock by the-Distribution Agent ‘on behalf of
‘ ‘Ellglole Holders who tender their stock will not consti-
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tute transactions by or for the issuer, and, therefore,
will constitute transactions by a person other than an
issuer or underwriter. We note the Division's concur-
rence in substantially similar circumstances in connec-
tion with the Division's determination with regard to the
sale of shares held by 0dd-Lot holders in its Henley-
Fisher, Buttonwood, Unocal, Chase and AT&T "no-action"

letters,
* * *

. Henley believes that it is in the best interest
of its stockholders that the Distribution be completed as

- early as practicable and in any event prior to the end of

this year. The Distribution will be taxable to stock-
holders of Henley in an amount equal to the fair market
value on the date of the Distribution of the HMC Stock
distributed. The Distribution will be taxable as ordi- .
nary dividend income to the extent of Henley's current
and accumulated earnings and profits which are allocable
to the Distribution. The remaining portion of the Dis-
tribution would be treated as a tax-free return of capi-
tal to the extent of the stockholders' basis in Henley
common stock and as capital gain (assuming such shares

-are held as a capital asset) to the ‘extent that the fair

market value of such portion exceeds such tax basis.
Henley expects that it will have some small amount of
current or accumulated earnings and profits allocable to

"the Distribution if it is effected this year and that a

portion of the Distribution will be taxable as dividend
income. However, Henley believes it will have signifi-
cantly greater earnings and profits allocable to the

Distribution if the Distribution is deferred until 1988.

- This would result in a greater portion of the Distribu-

tion being taxable as dividend income, rather than ex-
cludable from current taxation as a return of capital or
taxable as capital gain. Accordingly, Henley desires to
effect the Distribution prior to the end, of this year.
Any assistance that the Staff can give Henley in this
regard will be greatly appreciated.
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’

_ Should you require additional information,
please contact by telephone the undersigned at (212) 909-

66189.

In accordance with Release No. 33-6269, seven

.additional copies of this letter are enclosed.

Very truly yours,

Steven Ostner

Enclosures
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Dear Sirs:

This letter will supplement our letter of

O.ctober"s, 1987,-in which we described the proposed dis-

; = .tribution (the "Distribution") to common stockholdeérs of
" The Henley Group, Inc., a Delaware- corporation ("Henley"),
of what is presently-contemlated ‘to be approximately 45%

of the common: stock, par wvalue $.01 per share (the "HMC

C,’}t

, -:stock"), of Henley Manufactiring Corp., a Delaware corpo-
‘ration and a, newly formed sibsidiary of Henley ("HMC").

{ "¢ " In a telephone’ cowersation with the undersigned

O ;.oriﬁpct'ol_:gr 20, 1987, the Division requested supplemental
S rinformation.as to .the presentation, 'in ‘periodic reports.

filed®by Henley in:the’ fiscil'periods:prior .to the - .
Distribution,. of information'relating to the assets and.

g

ses Gf HMC.

Ca (¥

r'-'i, .

letter.contains detailed infor-..
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mation, furnished by Henley, showing the relationship
between the businesses of HMC and the information provided
by Henley about its businesses in its previous filings.

In its Annual Report on Form 10-K for the fiscal
year ended December 31, 1986 (the "Henley 10-K"), a copy
of which i enclosed for your reference, Henley presented
information about its businesses by segment. Two of those
segments are relevant to HMC. They are "General Chemical"
(the "General Chemical Segment") and "Manufacturing Group"
(the "Manufacturing Segment"). (In addition, certain
unallocated assets of HMC came primarily from the "Unallo-
cated Items" category in the Henley 10-K.)

The General Chemical Segment is being trans-
ferred to HMC intact so that HMC’s General Chemical
segment is substantially equivalent to the Henley General
Chemical Segment. Reference is made to the segment infor-
mation set forth in the Henley 10-K at page F-23 and in
HMC’s Registration Statement on Form 10 at page F-13, for
a comparison of the two General Chemical segments. (Minor
differences result from certain changes in the basis of
presentation of the segment as part of HMC rather than as

part of Henley.)

Henley’s Manufacturing Segment at the end of
1986 consisted of the following eight distinct ongoing
businesses, plus certain other businesses which had been
sold or were being held for sale by Honley

Materials Cleaning: manufacture of nonpolluting
materials cleaning systemns.

Printing Developments: through Printing
Developments Incorporated, production of lithographic
plates, plate and pressroom chemicals and automatic

plate processes.

Semi-Alloys: through Semi-Alloys, Inc.,
manufacture and marketing of parts and components for
the semiconductor industry.

Wire Products.‘ through Prestollte W1re Corpora-
tion, manufacture and distribution of: spec1a11ty
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wiré, cable and other products pPrimarily for the
automotive industry.

Specialty Stampings: through Toledo Stamping
and Manufacturing Inc., manufacture of stamped metal
products primarily for the automotive industry.

Johnson Division: manufacture cf precision- .
profile wire screens for groundwater collection ang i
oil and gas production and manufacture of water and :
waste water treatment equipment.

CPC Engineering: manufacture of screw pumps and
pneumatic ejector systems.

(LN T LT

Industrial Bearings: manufacture of industrial
bearings, which are used in a wide variety of indus-
trial equipment.

, The balance of the Manufacturing Segment

. consisted of businesses that had been sold or were being

H ’ held for sale by Henley, including businesses engaged in

; ) the manufacture of noiferrous tubing products, marine
electronic products, high precision mechanical components,
aircraft safety equipment and equipment for the printed
circuit board fabrication industry.

oy “HMH e

L

. As a step toward Henley’s business objective of
reorganizing its assets and businesses into separate com-
panies in a manne; designed to increase their profit-
ability and, where appropriate, to create public markets
for such companies, the businesses listed above were or
are being transferred as follows: certain businesses were

. transferred to Wheelabrator Technologies Inc. ("WTI") in
o~ connection with the establishment of WTI as an independent
< public company (WTI effected an initial public offering of

.- - _Just under 20% of its shares pursuant to a registration

g L T

RGRTTIRT

statement on Form s-1 i

. ' 4: .- nesses ara being transferred to HMC in connection with the
£ .-~ < . Distribution; and the remaining businesses have been sold
SR T L S iby Henley. ) . :
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gﬁ;t Disposition
Materials Cleaning WTI
Printing Developments HMC
Semi-Alloys HMC
Wire Products HMC
Specialty Stampings HMC
Johnson Division WTI
CPC Engineering WTI

Industrial Bearings and
Other Businesses Held
for Sale Sold

The following chart sets forth a line-by-line
breakdown of 1986 financial data relating to Henley’s
Manufacturing Segment and after giving effect to their
distribution to HMC and "Other" (transferred to WTI or

sold).

Henley
1986 HMC Other
(in millions)
Manufacturing
‘Net Revenues 663 201 462
Depreciation & :
amortization 27 8 19
. Income (loss) before
income taxes (87) (47) . (40)
Identifiable assets 391 ) 78 313
Capital spending 17 6 11
*t * *

. As we discussed in our October 5 letter, in
order for affiliates of HMC who receive shares of HMC
. Stock in the Distribution to be able to sell their shares
“:in reliance on Rule 144 under the Securities Act of 1933,
' as- amended- (the -"Securities Act"), subparagraph (c) (1) of
" Rule-“144 must-be satisfied. That subparagraph requires,
'~ in part, .that an issuer must have been subject to .the
, reporting requirs: .ts of Section.13 or 15(d) of the Secu-
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rities Exchange Act of 1934, as amended (the "Exchange
Act") for at least 90 days preceding any sale of its secu-
rities in reliance upon the Rule. We also discussed the
90~day rule in the context of the sale by an independent
agent of shares of HMC Stock, in connection with HMG’s
proposed "Odd-Lot Program", without registration under the

Securities Act.

‘ " We requested that the Division deem Henley to be
a predecessor of HMC for purposes of the 90-day require-
ment, permitting (a) affiliates of HMC to utilize Rule 144

‘as of the effective date of HMC’s registration under the

Exchange Act 'and (b) an independent agent to sell shares
of HMC Stock in connection with the 0Odd-Lot Program. We
based that request in part on our conclusion that the
businesses and assets of HMC have been the subject of
extensive narrative and financial disclosure in the
periovdic reports filed by Henley under the Exchange Act
(and, as discussed in our October 5 letter, by Allied-
Signal Inc., Allied Corporation and The Signal Companies,
Inc. in the years prior to the formation of Henley).
Additional current financial and narrative information is
available to the public through WTI’s Form S-1 Registra-
tion Statement under the Securities Act and will continue
to be available as it begins filing its periodic reports
under the Exchange Act.

. The supplementali information furnished with this

. letter, which clarifies the correspondence between the

businesses and assets of HMC and the businesses and assets
reported in Henley’s periodic filings, supports our view
that Henley'’s filings satisfy the 90-day requirement.

The concurrence of the Division in our view
would be consistent with the principles contained in "no-
action" letters relating to a number of similar trans-
actions. See, e.q., The Penn Central Corporation,

"July 1€, 1987 ("Penn Central); Royal Apex Silver, Inc.,

June 12, 1987; Newmont Mining Corporation, January 15,
1987 ("Newmont"); Raycomm Transworld Industries, Inc.,
March 17, 1987;.Squibb Corporation, January 21, 1987; The
Henley Group, Inc., Novemker 21, 1986; Dart & Kraft, Inc.,
September 3, 1986 ("Dart & Kraft"); Allied-signal, Inc.,

g
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ciples, the "current public information" requirements of
Rule 144 are substantially met by the following factors:
(1) each Henley shareholder will receive in connection
with the Distribution an Information Statement containing
substantially the information that would be contaired in a
Registration Statement on Form S-1; (2) the HMC Stock will
be registered under the Exchange Act, on a Registration
Statement on Form 10, effective on or prior to the date of
the Distribution and (3) the businesses of HMC have been
the subject of substantial prior reporting by Henley and

its predecessors.

As discussed above, significant correlation
exists between the businesses of HMC and the businesses
reported as segments in Henley’s periodic reports.
General Chemical, the principal segment of HMC which
accounted for in excess of 2/3 of the net revenues and
identifiable assets of HMC in 1986, corresponds with the
General Chemical Segment of Henley (except for minor
differences relating to certain changes in the basis of
presentation of the segment as part of HMC rather than as
part of Henley). Four distinct businesses from Henley’s
Manufacturing Segment will be transferred intact to HMC.
While there is not a direct correlation between Henley'’s
Manufacturing Segment and the HMC Manufacturing Group
Segment for the reasons noted above, a precise correlation
between segments of HMC and its predecessor does not

appear to be necessary.

We note that in cases involving requests for
relief from the 90-day public reporting requirement for
use of a registration statement on Form S-8, there is some
indication that the Division has viewed segment reporting
by the predecessor as being of greater importance than in
other .contexts. Of. the five factors frequently cited in
no-action requests in the S-8 area, the first is that
information regarding the issuer’s business has been
reported on a segment basis by its predecessor. Adams-
Russell Co., Inc., June 25, 1986; Plantronics, Inc.,
October 10, 1984. wWe believe, however, that although a
special requirement, that the. issuer’s business have been
reported previously on a segment basis, may exist in the
S-8 area, no such requirement has been publicly enunciated
under the Division’s no-action letters concerning Rule ’
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. 144(c) or the sale by an independent agent of shares under
an "odd-lot" program. While Some no-action request
letters have cited prior segment reporting where such
segment reporting exists, in the Rule 144 and "odd-lot"
contexts neither counsel making the no-action request nor
the Division itself indicated that it was placing reliance
upon the existence or lack of prior segment reporting. 1In
Penn Central and in Dart & Kraft, where a clear segment
~relationship existed between the predecessor and the
"spin-off" company, that fact was noted by the Division
and by counsel only in discussing the Form S-8 issue. iIn
the context of Rule 144, the Division has relied time and
again, as in Penn Central, on the facts that

distributees of the stock of the Company’s newly-
formed subsidiary, sTI, will receive an information
statement . . . and STI stock will be included on a
1934 Act registration statement filed before.con-
summation of the-distribution.

Even more noteworthy, the Division has applied
the more restrictive rule to deny requested relief for S-8
purposes while taking a "no-action" position for Rule 144
purposes. For example, in Newmont earlier this year, the
"spin-off"¥ entity had formed part of a larger segment of
the predecessor, but because the Newmont shareholders
would receive an information statement containing substan-
tially the same information as would be required by Regu-
lation 14C and a registration statement for such shares
under Section 12 would be filed, the Division concluded
that no 90-day period would be required under Rule 144.
Yet the Division went on to say that the "spin-off"
company could not be viewed as a Successor for Form S-8
burposes. 1In Peoples Energy Corporation, August 10, 1981,
the Division_similarly took a no-action position with

* * * *

3

In light of the foregoing, we respectfully

reiterate our request that the Division:

WHM [;!ll Rl 'HM

[

LU

LT

ur

e

[EAY 11X

M v||H||\MH‘ [EINAL LAN AU

ST TRY T

L

WI‘

T

p [TALERE 'HW L



il

OOOGSS

Office of Chief Counsel -8~ . October 30, 1987

: (1) concur in our view that the shares of HMC
Stock to be received by Henley stockholders in the
Distribution would not be deemed to be "restricted
securities" within the neaning of Rule 144 (a) (3)
promulgated under the Securities Act, and that, for
purposes of Rule 144(c){l) promulgated under the
Securities Act, Henley would be deemed to be a
predecessor of HMC so that sales of HMC Stock by
affiliates of HMC could be made pursuant to Rule 144
immediately upon the registration of the HMC Stock
under Section 12 of the Exchange Act;

(ii) either (a) ccncur in our view that, in the
event HMC elects to provide for the sale of shares of
HMC Stock by an independent agent on behalf of Henley
stockholders who will be holders of 99 or fewer
shares of HMC Stock as a result of the Distribution,
such sale will not require registration of such
shares under the Securities Act or (h) confirm that.
it will recommend that no enforcement action be taken
by the Commission if such shares are sold by such
independent agent without registration under the
Securities Act. .

Should you have any additional questions, please
contact the undersigned by "telephone at (212) 909-€619.
As it is of the utmost importance to the shareholders of
Henley and to Henley itself that the Distribution occur in
1987, we take this opportunity to renew our request that
the response of the Division to the requests made herein
and in our October 5 letter he made at the earliest
possible time.

. In accordance with Release No. 33-6269, seven
additicnal copies of this letter are enclosed.

. Enclosures

 cc:  Michael Hyatt, Esq.
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< DEBEVOISE & PLIMPTON .

' 875 THIRD AVENUE
NEW YORK, N.Y. 10022

(212) 909-6000 -

* CABLE: DEBSTEVE NEW YORK
- TELEX: 234400 OE8S UR
° *RAPIFAX:(212)832-147%
. XEROX TELECOPIER. (212) 750-9276

,+%- - 555 13TH STREET, N.W.

' 12AVENUE D'EYLAU

73116 PARIS
TELEPHONE: (33-1) 47 04 46 04
TELEX: 648141F DPPAR .

« RAPIFAX: (33-1) 47 551595

“

- Office of Chief Counsel
Division of Corporation Finance
Securities and Fxchange Commission
450 Fifth Street, N.W. , )

* _ Washington, D.C.

EU WHITNEY DEBEVOISE
0. BRET CARLSON
GEORGE N. LINDSAY
STANLEY R, RESOR
JAMES B. WELLES, JR.
ROSWELL 8. PERKINS
ROBERT 8. VON MEHREN
HAROLD M. HEALY, JR.
JOSEPH BARBASH
CHESTER BILLINGS. JR.
MICHAEL HARPER GOFF
WILLIAM 8. MATTESON
BARRY R, BRYAN
RICHARD D, KAHN

" Attention: William E. Morley, Esq.

.Chief Counsel i
Division of Corporation Fin NCrricr o

éJDear Sirs:

Proposed The Henley Group, IfT.
o . Distribution -~ Securities Act of 1933
O Sections 2(3), 4(1) and 5 and .Rules 144 (a) (3)
EEEIE and 144(c) (1) ; Securities Exchange

Act of 1934, Rule 16b=3a —_—
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VINCENT M. SMITH JOHN B, BRADY, JR
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STEVEN M. ALOEN PETER L. BOROWITZ
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ROBERT R. BRUCE" STEVEN OSTNER
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MARTIN FREDERIC EVANS MICHAEL E. WILES
STEVEN R, GROSS
ROGER E. PODESTA FRANCIS T.R PLMPTON
MARIO L BAEZA 1900-1563
WOODROW W, CAMPBELL., JR
MARCUS H. STROCK
RALPH R, ARDIT . WILLIAM EVEROGLL
DAVID A, DUFF SENIOR COUNSEL,
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*NQT ADMITTED IN NEW YORN

November 17, 1987
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i ' This letter will supplement our letters of :
October 5 and October 30, 1987, in which we described the L
proposed distribution (the "Distribution") to common o
. stockholders of The Henley Group, Inc., a Delaware
-cerporaticn ("Henley"), of what is presently contemplated
to be approximately 45% of the common stock, par value

L ~$.01 per share (the "HMC Stock"), of Henley ‘Manufacturing
.0 Corp., a Delaware corporation and a newly tormed
subsidiary of’ Henley ("HMC") . : ) ‘

mu"l .~ -In a telephone conversation with the undersigned
‘on’ November 16, 1987, the Division requested that HMC

“confirm’ that, in the event it elects to implement: its

.. proposed odd-lot program by causing an independent agent

" to. effect sales -3 4 shares tendered through a selected ’
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broker onlfhe,open market,; such program will comply with

"“each of the factors noted by the Division in a no-action

letter addressed to Buttonwood Research Sroup Inc.,

April 6, 1987.

: The first factor noted in the Buttonwood no-
action letter is that the issuer on whose behalf the odd-
lot program is conducted have been subject to the
reporting requirements. of Section 13(a) or 15(d) of the
Securities Exchange Act ‘of 1934, as amended (the "Exchange
Act") for a period of at least 90 days prior to commence-~
ment of the program. As we discussed in our prior
letters, we believe that Henley should be deemed a
bredecessor of HMC for purposes of satisfying that
requirement. As to the remaining factors discussed in the
Buttonwood no-action lettei, Henley and HMC have '

.authorized us to confirm that, in the.event HMC elects to

carry out the odd-lot program through sales by an
independent agent:

- Holders of odd-lots of HMC Stock will not be
guaranteed any minimum sale price for their
shares; ’ ,

- No participating odd-lot holder will be paid any
additional consideration in return for the
elimination of his odd-lot position;

- .All sales will be effected by the selected
broker (the "Broker") on an agency basis;

- The Broker will be paid for its services no more
than usual and customary brokerage fees;

- The Broker will not engage in any "special sell-
ing efforts" within the meaning of Rule 10b-6
under the Exchange Act; g

- The Broker will conduct sales in a manner
designed to avoid any undue impact on the market
for the HMC Stock; and

-
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£

- HMC will not enter into any arrangement with the s
L Broker with respect to the potential purchasers .
R of shares to be sold in the odd-lot program. o

. _In accordance with Release No. 33-6269, seven
additional copies of this letter are enclosed.

. Very %ruly yours,

/.

. teven Ostner

u

cc: Michael Hyatte, Esq.
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" usual and customary brokerage
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November 20, 1987

RESPONSE OF THE OFFICE OF. CHIEF COUNSEL
DIVISION OF CORPORATION FINANCE

Re: The Henley. Group, Inc. ("Henley")

Incoming letter dated October 5, 1987, October 30, 1987,
and November 17, 1987

Based on the facts presented and noting that Henley stock-
holders will receive an information statement substantially
complying with the requirements of Regulation 14A or 14C under
the Securities Exchange Act of 1934, and that a registration
statement on Form 10 relating to the common stock of Henley
Manufacturing Corp. ("HMC") has been filed prior to the distri-
bution, this Division will not recommend enrorcement action to
the Commission if the HMC stock is distributed to Henley stock-
holders without registration under the Securities Act of 1933.
We are also of the view that the HMC common stock distributed
would not be restricted securities within the meaning of Rule
144(a) (3) under the 1933 Act. Sales by Henley affiliates
would be subject to Rule 144, except for the holding period
requirement, absent registration or another exemption, There
would be no 90-day waiting period before sales may he made

under Rule 144.
The Division concurs in your view that the approval by

Henley, as sole stockholder, of any employee benefit plans

will satisfy the shareholder approval requirements of Rule
16b-3, providea the information statement furnished to Henley

stockholders includes information that would be required by
Section 14(a) of the 1934 Act if the plan were being .submitted

to a vote of HMC shareholders. :

Cash paid in lieu of fractional shares in the distribution
would not be a solicitation of an offer to buy requiring regis-

tration under the 1933 Act.

pDivision will not recommend enforcement action
if the described odd-lot program is conducted
agent without registration under the 1933

this conclusion we have particularly noted
your representations that: HMC shareholders will not be
guaranteed any miniminum price for their shares; no partici-
pating HMC shareholder will be paid any additional consideration
for selling nis shares; all sales will be effected by the

broker on’ an agency basis; the broker will be paid only its
fees; the broker will engage in

no "special selling efforts” within the meaning of Rule 1l0b-6

Finally, t 2
to the Commission
by an independr ¢
Act. In reachiag
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under the 1934 Act; sales will be conducted in a manner designed .

~ to avoid undue effect on the market for HMC stock; and HMC
will not make any arrangements with the broker regarding pro-
spective purchasers of the shares to be sold in the program.
Regarding the 90-day reporting period requirement for odd-lot

‘programs, it is the Division's view that Henley may be deemed
a predecessor of HMC. This position of course does not apply

.to shares repurchased by HMC.

Because these positions - are based on the representations
made to the Division, it should be noted that different facts
or conditions might require a different conclusion. Moreover,
the responses regarding registration under the 1933 Act only
represent .the Division's position on enforcement action and do
not purpert to express any legal conclusions on the questicns

presented.

Sincerely,

Michael Hyatte
Special Counsel
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