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August 31, 2012
BY E-MAIL

Louis Rambo

U.S. Securities and Exchange Commission
100 F, Street NE

Washington, D.C. 20549

Re: MRV Communications, Inc.
Dear Mr. Rambo:
On behalf of MRV Communications, Inc. (the “Company™) 1 attach the following:

I, The Company's SEC comment response letter filed via EDGAR on August 30, 2012,

2 The Company’s proposed changed pages to the Company’s preliminary proxy statement
on Schedule 14A filed on August 9, 2012 to address the Commission’s comments pertaining to
(i) the Alcadon Deltaco transaction and (ii) the updating requirements of Rule 11-02 of
Regulation S-X.

If you have any questions or comments please feel free to contact Steven Suzzan at 212-318-
3092.

Very truly yours,

Wendy Phillips

cc: Steven Suzzan
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MRY Communicalions, Inc.
20415 Nordhoff Street
Chatsworth, CA 91311

August 30, 2012

U.S. Securities and Exchange Commission
100 F, St NE
Washington, D.C. 20549

BY EDGAR

FOR ATTENTION: RUSSELL MANCUSO, BRANCH CHIEF
DIVISION OF CORPORATION FINANCE

Ladies and Gentlemen:

Reference is made 1o the comment letter dated August 27, 2012 in respect of MRV
Communications, Inc.’s (the “Company™) Preliminary Proxy Statement on Schedule 14A (the
“Proxy Statement”) filed on August 9, 2012 (File No. 001-11174) from the staff of the Division
of Corporation Finance (the “Staff”) of the United States Securities and Exchange Commission
(the “Commission™). Set forth below in detail are the responses to the Staff’s comments, which
have been provided in each case following the text of the comment in the Staff letter:

Summary Term Sheet with Respect to Proposed Sale of Alcadon, page 7

1. We note your disclosure that you have not yet entered into a definitive agreement for the
sale of Alcadon to Deltaco, and thar the terms presented in your preliminary proxy
statement are subject to negotiation. Please tell us how you determined that it is
appropriate to submit this proposel 10 shareholders prior to entering Into a definitive
agreement, explaining in detail how you determined that the disclosure in your document
provides adequate information for shareholders to make an informed voting decision. In
your response, please address the adequacy of vour disclosure regarding the specific
terms of the proposed transaction, including the purchase price, representations and
warranties, and the material terms of the escrow agreement. Also, provide us your
analysis of whether you would be required to resolicit proxies If the terms of the
transaction were 10 change. Cite afl authority upon which you rely.

Response. The Company wishes to advise the Staff that we are in the process of
finalizing the stock purchase agreement with Deltaco. The Company proposes to modify
the relevant disclosure in the Proxy Statement relating to the sale of Alcadon to Deltaco
to reflect the current terms of the draft agreement. The Company believes that it i3
appropriate to submit the proposal to stockholders prior to entering into a definitive
agreement as the Company does not anticipate that the ultimate definitive agreement will
contain terms that differ materially from the terms described in the Proxy Statement.
Specifically, we do not anticipate that the final terms relating to the purchase price, the
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Mr. Russell Mancuso, Branch Chief

Division of Corporation Finance

August 30, 2012

Page 2
representations and warranties and the terms of the escrow agreement as we describe
such terms in the Proxy Statement, will differ materially from the related terms in the
definitive agreement.

Section 271 of the General Corporation Law of the State of Delaware,' which governs
sales of all or substantially all of a corporation’s assets, permits corporations to solicit
and obtain stockholder approval of the sale in advance of board approval of the definitive
terms of a specific transaction. 2 Section 271 therefore differs from the General
Corporation Law provision regarding mergers, which expressly requires directors to
approve a specific agreement prior to stockholder action.’

In Clarke Memorial College v. Monaghon Land Co., the Delaware Court of Chancery
upheld a stockholder resolution authorizing the directors of a corporation to sell all real
estate held by the corporation upon such terms and conditions as the directors deemed in
the best interest of the corporation and its stockholders, subject only to the requirement
that the corgoration receive not less than a specified minimum amount as a resull of the
fransaction.” The Court explained that while Section 271 requires stockholders to receive
at least 20 days® notice of a pmposed sale, the statute does not requtre that stockholders
receive notice of, or approve, the precise terms of the proposed sale.’

In 1990 the Court of Chancery considered a challenge to an asset sale in Russell v.
Morris.® The Court affirmed that the stockholders of a Delaware corporation may
approve a sale of assets pursuant to Section 271 in advance of board approval of a
specific deal, subject only to the limitation that stockholders must approve the basic
financial parameters of the prospective transaction.” The Court in Russell ultimately
concluded that the asset sale was invalid because, among other things, stockholders
approved only “general guidelines” for the asset sale rather than financial parameters,®

In light of this authority, we determined that it was appropriate 1o submit a proposal
regarding the sale of Alcadon 1o stockholders prior to entering into a definitive agreement
with Deltaco. In particular, the Letter of Intent, attached as Annex D to our Proxy
Statement, goes far beyond outlining “general guidelines,” and provides stockholders
with the information necessary to understand and approve financial parameters for the
sale of Alcadon, as required by Russell, Further, since the date of filing the preliminary

'8 Del C. § 271, The discussion regarding Delaware law herein is based on edvice from Richards, Layton & Finger,
P.A,, the Company’s special Delaware law counsel.

2 6ee2 David A. Drexler et al, Delaware Corporation Law and Practice § 37.02, at 37- 3 (2004 Supp. 2011},

? See | R. Franklin Balotti & Jesse A. Finkelstein, The Delaware Law of Corparations and Business Organizations §
10.3, 8t 10-15 n.45 (3d ed. 1998 Supp. 2012).

1957 A.2d 234, 237 (Del, Ch. 1969).

* Id. at 240.

1990 WL 15618 (Del. Ch. Feb. 14, 1990),

714, at *4 n.1; see also 2 BEdward P, Welch etal., Folk on the Delaware General Corporation Law § 271.3.5, at
GCL-X-19 (5th ed. 2006 Supp. 2012). Clarke teaches that such parameters need not be elaborate; there the
stockholder approved only & minimum price of $2.4 million for the transaction. 257 A 2d at 237.

§ Russell, 1990 WL, 15618, at *5.



Mr. Russell Mancuso, Branch Chief

Division of Corporation Finance

August 30,2012

Page 3
Proxy Statement, we have progressed in our discussions with Deltaco, and are able to
provide further information in the disclosure related to that proposed transaction.

If the terms of the transaction change to the extent that the disclosure previously provided
to stockholders is materially misleading, or if the waiver of any material condition to the
consumumation of the transaction renders such previously provided disclosure materially
misleading, the Company will re-solicit proxies.

Pro Forma Financial Statements, page 66

2. Please revise your filing to comply with the updating requirements of Rule 11-02 of
Regulation S-X.

Response: The Company acknowledges the Staff's comments and confirms that it wil}
comply with the updating requirements of Rule 11-02 of Regulation S-X.

* & &

We will provide Mr. Louis Rambo with our proposed modifications to the Proxy
Statement, in response to your comments, We will also file a definitive proxy statement on
Schedule 14A upon acceptance of our proposed changes,

The Company acknowledges that it is responsible for the adequacy and accuracy of the
disclosure in the filings it makes with the Commission. It understands that Staff comuments or
changes to disclosure in response to Staff comments do not foreclose the Commission from
taking any action with respect 1o the filing and that the Company may not assert Staff comments
as & defense in any proceeding initiated by the Commission or any person under the federal
securities laws of the United States.

If you have any questions regarding the Company’s responses or would like to discuss
any of its views further, please feel free to contact me at (818) 773-0900 ext, 276 or contact
Steven Suzzan of Fulbright & Jaworski L.L.P. at (212) 318-3092.

Yours faithfully,

dent, General Counsel and Sccretary
MRV Communications, Inc.

gor Steven Suzzan
Louis Rambo
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SUMMARY TERM SHEET WITH RESPECT TO PROPOSED SALE OF ALCADON

This summary highlights selected mformation from this proxy statesent and may not contam alf of the information thatis
important to you. To understand the requested authorization for the sale of Alcadon fully, you should read carefully this entire proxy
and the documens. o which we refer, The leuer of intent is attached as Annex D to this proxy statement and is incorporated
herein by reference. We encourape you (o read u For a more detailed description of the requested avthenzation for the sale of
Alcadon, please refer 1o Proposal No. 3 “Approval af the Sole of Alcadon” beginning on page 48.

The Sale

The letter of intent provides that, subject 16 the ferms and conditions of a definitive purchase agreement, Deltaco AB (pukl)
{"Deltaco™) wil) purchase from the Compony all of the shares of Alcadon free and clear of all gncumbrances, on a8 cash-free, debi-free
basis. Alcadon is 2 wholly-owned subsidiary of the Company and is & Swedish supplitr of a wide range of aptical cormmunication
2quipment and passive products thoth copper and fiber} from leading global manufacturers, test instruments and iools, technical
support and taining serving the Scandinavian morke:, The scquisition is expected 1o e siructured a5 8 stock purchase by s Swedish
eorpotation direcily owned by Dellaco. The proposed purchase price set forth in the Jetter of intent is $6.5 million plus Ne: Cash, “Net
Cash” means Alcadon's cash mud cosh equivatents minus Aleadon’s bank debi and other finnncial debt. Accordin { , the fipal
purchase price puyable to the Company wiki be dependent on the Company’s Net Cash which would be micula(cd s of September 30,
012,

The Letter of Inteat

The leiter of intent is aitached as Annex D to this proxy statessent, Thers can be wo sssurance ihat the Company will
sutcessfully negotiate a definitive agmmem with Deliaco snd the proposed transaciion as st fonh inhe 1erms in the letter of intemt
may not vteur. The parties to the letter of intent may enter into 4 definilive agresment that contains different terms than the terms
wentified belaw. Stockholders are being asked to voie on the proposed sale of Afcadon and the terms of the sale may differ from the
wmas diseussed herein,

Company’s Rensons fur the Sate

Afer coreful consideration. the Board of Directors approved the letter of intent, which included a binding exchusivity
provision, and belicves that completing a sale pursuant to the terns included ir 1he tetter of intent would be in the best interests of the
y and iis stockholders, The Board of Directors recommends that Com;mny stockholders voie FOR the approval of the
pmposui sale of Aleadon per the ferms described in the letier of intent,

In reaching its decision to approve the leiter of inlent, the Board of Directors consulied with the Company's management and
the Company’s financin) and legal advisors and considered o number of strategic, financiat and other iderations referred to under
“—Company’s Reasons for the Sale™ on page 48,

Materdal Terms to be included in the Slock Purchase Agreement

We anticipate that the final stock purchase apreemment beiween Deliaco and the Company will have the follosing terms:
The Company’s coadnel
The Company would apree that from the date of 1he s(ygk puichase ngreement, to the daie gf (hg gk_s ny, the following
itigns, 3 e ! 52 | a - il

1e

The Companay would provide sccess to informati ety nd Deltaco’s finmsing soyrces;

1

t-Qnm, fent with past practice;

Excent o3 othepwise provided, the Comeany would wee commercially repsonable effons o obtain (rom gach mgmber o€
the beard of direcions of Alcadonand its subsidiaries a later of resismntion;

ta

te

fi irecins : 1 1dbore) pf

in futl, and the Company would termingie and would cause anv sueh

t with Aleadon or seny subsidiary: ard
& Norivhts of whatever pature rejated to the use of the nome "Alcadon” would be retained by the Company after the
cleami,
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claims,
Escrow Arranpement
MWWWMW_MW! L, pursuant § f the

Repulatory Approvels

The Company s not aware of any material governmental or regulaiory approval requived for the sale of Aleadon.

8
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APPROVAL OF THE SALE OF ALCADON
(Proposal No. 3)

General

On July 20, 2011, ihe Company execaled a letier of intent with Deltaco For purposes of completing the sate of Alcadon,
Alcadon is a wholly-owned subsidiary of the Compary and is a Swedish supplier of a wide range of optical communication equiphsent
and passive products {bouth copper and fibes) from leading global manulociurers, test instrumants and 300ls, technical support and
maimng serving the Scandinavian markel. The Jetter of intemt provides that, subject 10 the terms and conditions of the definitive
purchase agreement, Deltaco will purchase from the Company all of the shares of, Alesdon, free and clear of af) encumbrances, on o
cash-free, debt-free basis, The lelter of intent is oitachod as Annex 13 to this proxy statement. We encoviage you 10 read the lener of
inent in its enrety.

‘The panies to the proposed sole of Alcadon are:

Deltaco AB (Pubi),
Ifted Nohels Al 109
46 48 Tullinge
WL

[l 46-8-355-762.-00

MRV Cammunications, e,
20415 Nordhoff Street
Chatsworth, CA 91311

Tel: (818} 773-0900

Backgronnd of the Sule

Historicutly, from fime 10 time, our Board of Dircetors has reviewed the Company's various business anits and the Company
as a whole and assessed, among other thinge, ihe parformance, prospects and strategic direction of those units and the Company as a
whole,

In a current repont on Form 8-K filed on Septerber 2, 2011, the Company announced thal it witg exploring steategic
alternatives with respect t its OCS division and CES, its Swiss subsidiacy in the aerospace and defense industry, The Company
engaged Oppenhetmer & Co. Inw, ag a Bnancial advisor in cosnection with OCS, and Headwaters BD, LLC for CES.

In a current report on Form 8-K {iied on February 8, 2012, fhe Company announced that it had expanded the engagement of
Oppenhieimer & Co. Ine, as its financial advisor, 1o include 2 review of the strategic alternatives for all of the Company, inchuding the
OCS division, the European Metwork Insegration subsidiarias (achading Alendon) and the assets and finbilities of the parent company.

In the first week of March 2012, Pierre Fhors, the chiel executive officer of Alcadon, et with Deltaco AB (*Deliaco™), a
supplier and distritutor of 1T products in the Nordic region of Europe, nad introduced the Deltao representatives to the Company’s
management shortly therealler,

On March 9, 2012, Kennetly Traub, the Compauy®s Chairman of the Bourd of Directors, and Barry Gorsun, the Company s
Chiel Exteutive Officer, mel with Aleaden 1 ¥ it 88 well as potential financial advisors in Swedzn and representatives from
Deltzco. Mr. Traub and Mr. Gorsun reviewed the Company's plans with Deliaco and solicited an offer from Deltaea n thot time,

I April 2012, Alcadon became aware thut if would be losing its largest customer of OCS products., Following that event, the
Board deiermined that Alcadow’s remaining business was not sefficiently related to the Company's core business, and decided to
accept propossls to sell Aleadon. O April 13, 2012, Deltaco provided their first proposed letter of intent with a purchase price of 86
miltion for the equity of Aleadon, consisting of their cstimated enterprise value of $4 million in cash and a return of $2 mitlion in
¢stimated net cash. The Company's confinued di inus with Deltaco over the next few months, and Deltaco
conducied preliminary due diligence on Alesdon,

On June 14, 2812, Messrs. Gorsun and Traud met with Deliaco representatives # seeond time fo discuss a polentisl sale of
Alcadon, During the remainder of Jupg, the partics inved to di 2y ial transaciion, and on Junc 29, 2012, Dehaco
provided the Company with an initial drafl of a non-binding letter of intent reflecting the terms of a polential transaction, including &
purehase price for Alcadon equal to 36.5 million, or a cash-free debi-free busis, In July 2012, the Company’s management and
Fulbright & Jaworski L.L.P,, U.5, counsel to the Company, with input from Swedish counsel, negotiated the Tear of intent with
representatives of Deltaco and Advokatfinman Lindah! KB, Deltaco’s counsel, The parties negotioted a drafl of the letter of intent
substantially in finsl form, and on July 20, 2012, the Company exceuted Deltaco’s letier of iment following the raview and approval of
members of the Board,

On Augest 1, 2012, the Board et with management and Fulbright & Jaworski and reviewed the terms of the proposed sale
of Alcadon. Following these diccussions. and review and discussion among the emibers of the Boord, including consideration of the
factors under the section entitled “—Company's Reasons for the Sale,” the Board unanimously determiined that the transactions
contemplated by the lelter of intent and relaied (ransactions and agreemeins are advisable and in the best inerests of the Company, snd
the directizrs vorted unanimously to approve the transaction, and mstrucied manngemen o aegotiate dedintiive agreements with
Deltaco consistent with the terms of the letter of intent, and 10 rzcommend thay the MRV sinckhotders vote in favor of the fransaction.

Campany's Reasons for the Sale

The Bostd determinad thot Jhe sale of Alcadon is in the best interests ¢f the Company., based on a number of factors
inclugding the following:

«  The opponunity that the sale swoold secure the passibitity of additional copita) return 1o the Company 's steckholders, as
described Turther below;

Cumulative Marked Proaf From Cyele 4.010 100
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*  The price to be received by the Company for Alvadon;
s Aleadon’s position in the indusiry relarive 1o a number of targer competitors with greater financial and other resourcesy

o Managenment's betief thai retention of Alcadon by the Company would require a substantiol invesunent by the Company in
Atcadon in order for 1t 1o maich the size and geographic scope of many of its competitors; and

The Board also considered a number of potentially countervailing factors in its deliberations concerning the proposed sale of
Alcadon, including the following:

48
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4+ The possibility that the sale might not be completed as 0 result of, among other manters, the failure of the Company’s
stockholders to authorize the sale or of Deliaee to seours the requited debl financing for ils proposed purchase of Alcadon,
and the effect the termination of the transaction may have on Alcadon and its business, operoting results and praspecis;

s The possibility it Dellaco may, es a result of its rdght to conduct additional due diligence, determine not to preceed with the
sransaction,

Letter of intent

ﬁelow are the material provisions of the letter of intent. There can be no sssurance that the Company wilf successfully negotiste o
dfimtive agreement with Deitaco and the proposed transaction as set forth in the terms in the letter of intent may not occur. The
parties have not begun negotinting a definitive apreenient with respect to the sale. The parties Yo the fetter of intest may enter into &
definitive agreement that containg differcal lenins than the wems identificd befow, Stockholders are being asked 1o vote o5 the
proposed sale of Alcadon and the terms of the sale may differ from the terms discussed herein. The smmmary below may not conlain
al) of the information about the letter of infent snd sale of Aleadon that is imporiant to you, The following summary is qualified by
reference fo the compleie 1ex1 of the letter of intent, which is anached as Annex D fo this prosy statement and incorporated by
reference herein, You are urged 1o read the full lext of the lener of intent.

The Sale

The letter of intent provides that, subject 1o a definitive purchase agresment, Dellaco will purchase from the Company all of
the shares of Alcadon free and clearofall e brances, on a cashfree, debi-free basis. The acquisition is expecied to be stencturad
as it stock purchase by a Swedish corporation directly swned by Dehaco, The puulnse prive for the shires is currently expected to be
$6.5 milkion phus Net Cash, “Net Cash” means Alcadon’s cash and cash equivalents minus Aleadon’s bank debt and other financial
debt. By way of example, if Alcadon has Nei Cash o of the ¢! osm;,, z of 2 million, the total purchase price payable al consnmmation of
the sofe will be $8.5 million. Aleadon will provide a good foith estimate of Net Cash as of the date of closing (which ameunt is not
expected to materially deviate from a target to be specified in the purchase agreement), which shall serve as the basis for the

calenlation of the purchase price payable at ¢losing: such shall be subject to 3 post-closi ‘!rue-up d Accordingly,
the finul purchase price payable to the Company wil be dependent on the Company's Net Cash wi 1 be calenlnted os of
September 34, 2012, The purchase price will be payable in cash at the closing, subject 10 3n ¢scrow armngement.
Material Tarms to d i t [ b} -
We anticipgre that the fina) stock purchase agreement will have the follpwing 1enns:
), ; &

4

Each parry would as prompiy as practicable, take ail commercu]!lz reasonable stens necessacy or desirablé to obtain all
consents, naprovals cr aesions of, make all flinys with and yivs ol netices to, say person or nlity renvired of Deliago,
the Company, Alesdon or sy subsidary,

Jary, ns e ca ANRY) 1 15 1#
agregment;
.
e - 1 Y4 : \
*
s Except as otherwise provided, the Company woeuld use comine:cially raasonable effons to obtain from gach member of
the boad of directors of Aleudon and {13 spbsidiaries b Jetier of yosipnation:
»  Exceptasothenwise provided, all indeiwedness and other lighifities vader contracis arothecviss beovesn the Company,

v
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jaries, wilh resoec

& The organization, vood standing ond qualification of Alesdon:
»  Thg capitalization.of Alcadom:
1 adon’s subsidlaries’
*  The orpanization, voed stapding and gualification cf Alendon’s subsidiaries;
»  Thecavialization of Alsadon’s subsidiaries;
= Goverumeniul flings and cerain conmets;
¢+ Financial sistements ard undisclosed labilities;
. uFCHRIERs 8 tmenis;
& Abacner of cenain chanass,
s Litipation matters;
*  Employees and directors mavers:
» L i vi i e
»  Taxmatlers
*  Real gropenty matterss
s lutellzemalpropeny matters:
»  Matters related o mnterial conirmets;
*  laventory mayers:
*
»
Deltace would maky
»
»
»
»
¢+ Dehaco has sufficiem funds to consummale the transaction: and
+ Deltaco has condueid on indeoendent investigation i conaeclion with \he iransaction,
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For adiseussion of the pro forma financial information for the sale of Alcadon , see "~ Pra Forma Financio) Siatements.” In
addition, the Company’s Annuul Report on Form 10-K for the year ended December 31, 2011 is being moited to stockhoiders together
with this proxy statement, containing financiaf daia of the Company.

Reguired Vote of Stockholders

For approval of the sale of Aleadon, an sifirmative vole of the holders af 2 majority in voling power of the shares of
Common Stock represented in person or represened by proxy and entitled 10 vote on the iiem will be reguired for approval. A
properly sxecoted proxy wmarked “ABSTAIN" with respect to propesal 3 witl have the effect of 3 negative voie,

Board of Directors’ Recommendsation

On August 1, 2012, the Board, by 8 unanimous vote, approved of the sale of Alcadon and dexmed the sale to be in the best
interesis of the Company, and authorized the Company to submit the sale of Alradon to the stockholders of the Compsny for
antherization,

The Board of Directors reconvnends that the siocklolders vote “FOR ™ the approval of the sole of Aleadon.
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1RY Communicatio
Mnaudited Pro Forma Condensed Consalidated Statenvents of Operations and Consoliduted Balance Sheet

The following presents our dited pro forma nts of operations for the fiscal years ended December 31, 2011, 2040
and 2009 and six momths ended Jupe 30, 2012 and 201 1 and our unaudited pro forma bslance sheet as of gung 30, 2012, The pro forma
statements of operations give eflect o W she sale of Alcadon. (ii) the sale of Interdata co!lectwel the "Sale Propesals™) and (iis) the
combined effect of the Jale he N vided sheret

The unaudited pro forma financisl information is for informational purposes only and dees not purpor 10 present what our
restilts would actually have been had these wansactions sctually occurred on the dates presented or 10 projecl our results of sperations or

financial position for any funire period. The jnformation set fonh belaw should be read 10gether with fi) MRV's nauducd
consolidated financial siatements bs g_mmmmmv s filed with the SEC 10~
for the quarter ended June 30, 2082, and (i) MEV s gudited consolidated financisl sratements for ench of the years in 'hQ_ gh; ¢.year

period ended December 31, 2011, included is MRV’s Annual Rapors fiied with the SEC on Form 10-K for the vear ended December
ey,
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MRY Communications, Inc,

Index
Page
taydited fxe Foron Condensed Conseliuda s.0fOper
Unavdited Pro Forma Condensed Consolidated S of Operations for the Year Ended December 31, 2009 Fe2
Unaudited Pro Forma Condensed Consolidated Statements of Operations lor the Year Ended December 31, 2010 F-3
Fnaudited Pro Forma WCOnmiidmcd Statements of Qperations for the Year Ended December 33, 2011 F-d4
Unaudited Pro Forma Condensed Consaliduted Statements of Operations for the Six Months Ended Jene 36, 2012 Fe3
Unaudited Pro Forma Qg,;]dmggd_(?onsolidmcd Statements of Operations far the Six Months Ended Junz 30, 2611 F-6
Unaudited Pro Fonna Consolidated Balance Sheet g5 of June 36, 2012 ¥-7

F-1
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MRV Communicstions, Ine.

Naote 1. Basis of Presentation

The historical information is derived from the historical financial ststements of MRV which ore incorporated by reference in the
proxy statement. The unaudited pro forma consolidaied balanzce sheet as of June 30, 2012 is presenied to ilfusirate the estimated
<ffects of each of the proposed sales of Alcadon and Interdata and the Sale Proposais combinad and other pro forma transactions as if
the transactions had ogcurred on June 30, 2012 The .maud:(u,d pra forma condensed consolidated statements of operations for the
years ended December 31, 2011, 2010 and 2009, 2 are presented 1o illustrate the estimazed effects
of the Sale Propasals and 1he other pro fonra tansactions s if the fronsactions hnd occurred on January ¥ of gach yoar,

Note 2, Pro Formu Adjustments and Assumptions

Unoudited Pro Forma Consolidated Siatements of Operations
(@) Refleets the historical operations of Alcadon, including intercompany revenues and cost of goods sold
with the Company ag showtt below, T"hese amounts are included in the Company’s unaudited pro forma financial
statements based on existing channcl panner agreements under the terms of which Alcadon should continue to purchase
praducts from the Company.

{Inthousands. excent shore datd Revepues®, Lostof Goods Sold2x  Grass Margie®

Year Endgd December 31, 2009 $2.231 $2,165 $66
Year Endgd December 31, 2010 o689 $6,25) $438
Year Endpd Decamnber 31,2001 $9,814 88,011 $ 702
Six Manths Ended June 30, 2012 $3,028 $2,709 $320
Six Months Ended ll_lmg 30,2011 35,288 54,460 $428
* Revenuves ond G in adiuste ¢ forma financial

=X COGy adivsted on Alcadon’s pro forma fi m_msiz

(b) Reflects the historicat operations of Interdata, including interconpany revenues and cost of goods sold
with the Company as shown below, These amounts are mcludcd in the Company’s unaudited pro forma financial
statements based on exigting chanm! partner agreements nader the terms of which Interdaia should continue 10 purchase
products from the Company.

{In theusands, except share data) Rovenyes®, Loyt ol Goods Soid2t  Gross Margin®
Year Endgg Decertber 31, 2009 £4.198 54,198 $0
Year Endgd Decamber 31, 2010 £3,906 35,906 590
Yeur Endgd Dccgraber 3, 2031 $6,781 $6,631 5150
Six Months Ended Jung 30, 2012 $3.394 $3430 (.26
Six Morths Ended June 20, 2011 $3,738 $3.616 [IEL)

* Revenves and Gross Marmia adiusted on Company’s pro foomg financials

k.8
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{c) Reflects the historical operatians of both Aleadon and Interdaia combined, including intercompany revenues
with the Company.

(d} Reflzcts the Company's historical operations excluding Alcadon’s historical operations adjusted for
intercompany transactions as noted in {a) above.

{e) Reflects the Company’s histarical operations excluding Interdata’s historical operations adjusted for
intercompany fransactions as noted in (b} above.

(1) Refleets the Company’s historical operations excluding both Aleudon's and Interdita’s historical operations
adjusted for intercompany Iransactions as noted i (a) and (b) above,

Unaudited Pro Forma Consolidated Bulance Sheet

(g} Adjustment to eliminate (he assets and habilities of Alcadon as of June 30, 2012,

(1) Adjustment 1o eliminate the assets and liabilities of Inferdata as of June 30, 2012,

(i) Adjustment 1o eliminaie the assets and labifities of Alcadon and Interdata as of June 30, 2012,

(i) Relects the pro forma adjustment for the sale of Alcadan to Deltaco for SE.3 million Jess expenses of
approaimately $0.3 million. Exgludes cash dividend (o be pai Tepd i
; i ilion, Also rellects an adjustment to exclude the impact of intercompany profit in inventory, The
corresponding offset is int cost of goods sold.

(k) Reflects the pro forma adjustment for the sale of Interdate to HBG for $)8.1 million less expenses of
approximately $0.8 million. Also reflects an adjusiment 1o exclude the impact of intercotpany profit in inventory. The
corresponding offset is in cost of goods sold.

{I) Releets the pro forma adjustment for the sale of both Alcadon and Interdata. Also reflects an adjustment to
exclude the impact of intercompany profitin inventory. The corresponding ofiset is in cast of goods sold,

(m) Reflecis the Company’s historical balance sheet excluding Aleadon adjusted for the tansaction proceeds and
$0.3 willion in inventory.

(n) Reflects the Compeny’s historical balance sheet excluding Interdata adjusted for the transaction proceeds and
$0.2_million in inventory and $0.3 million in goodwill.

{0) Reflects the Companys histarical balance sheet excluding Alcadon and Interdata adjusted for the ransaction
proceeds and $0.5 mjlliog in inventory and $0.3 million in goodwill.

ote 3. P rma [Hustra t osat Nember 4, Reverse Stock Sphit

1 D w4 ! 1 31 NUINCEE 9 A i 3
approved sing the 1:15 ratio of new shares 10 prior shares. The 1:15 ratip 15 the mid-point of the range 1:10 10 1:20
stipulated in the proposal whereby 15 shaves of MR V's Common Stock would be combined, converted and changed into
one share. of Cornon Stock after giving effect 1o the reverse stock split. The caleulation of the 1:13 reverse splil

June 30,2012

Loss from Continujng operations L, PR § OF: A}
!!o'“i_ 2 1 ; gulst I-‘ -
Loaversion L:L5
Mew wai W fires outstandi; 10,31
Loss ger shaw o Common $iock for 1118 B RS
o
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