
 

 

January 15, 2014 

 

Via E-mail 

Carol Meltzer 

Executive Vice President 

Spectrum Group International, Inc. 

1063 McGaw Avenue 

Irvine, CA 92614 

 

Re: Spectrum Group International, Inc. 

 Preliminary Proxy Statement on Schedule 14A 

Filed December 9, 2013 

File No. 001-11988 

Schedule 13E-3  

Filed December 16, 2013 

File No. 005-51355       

 

Dear Ms. Meltzer: 

 

We have reviewed your filings and have the following comments.  In some of our 

comments, we may ask you to provide us with information so we may better understand your 

disclosure. 

 

Please respond to this letter by amending your filings, by providing the requested 

information, or by advising us when you will provide the requested response.  If you do not 

believe our comments apply to your facts and circumstances or do not believe an amendment is 

appropriate, please tell us why in your response.   

 

After reviewing any amendment to your filings and the information you provide in 

response to these comments, we may have additional comments.   

            

Schedule 13E-3 

 

General 

 

1. We note that you filed this Schedule 13E-3 on December 16, 2013.  We also note that 

you filed the accompanying preliminary soliciting materials on Schedule 14A on 

December 9, 2013.  Please be advised that any amendments to this Schedule 13E-3 must 

be filed at the same time as the related soliciting materials and confirm your 

understanding in this regard.  Please refer to General Instruction D.1 to Schedule 13E-3. 

 

2. We note your disclosure on page 42 of the preliminary proxy statement filed on 

December 9, 2013 that “[t]he Company and each of its executive officers and directors is 
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a ‘filing person’ for purposes of Schedule 13E-3.”  However, it does not appear that you 

have included any persons other than the Company as filing persons and it does not 

appear that you have provided the disclosure required by Rule 13e-3 and Schedule 13E-3 

for any filing persons other than the Company.  As examples only, we note that you have 

not provided the disclosure required by Items 7, 8, or 9 of Schedule 13E-3.  Please revise 

to include the required disclosure for each filing person or tell us why you believe you are 

not required to do so.  For guidance, please refer to Going Private Transactions, 

Exchange Act Rule 13e-3 and Schedule 13E-3 Compliance and Disclosure Interpretation 

201.05, available on our website. 

3. Please note that each and every report, opinion, consultation, proposal, or presentation, 

whether oral or written, received by any filing person, their affiliates or representatives 

constitutes a report within the meaning of Item 1015 of Regulation M-A, as required by 

Item 9 of Schedule 13E-3.  Revise to summarize all the presentations made by Roth 

Capital Partners or other third parties during the course of the meetings described, such as 

the presentation made by Roth Capital Partners on October 24, 2013.  Also, any written 

documentation furnished along with any oral presentation, for example, analyses, outlines 

or evaluations must be filed as exhibits and summarized in a similar fashion.  For each 

Item 9 report, disclose the date of the contact, the names of the parties in attendance, the 

identification of the person(s) who initiated the contact, a summary of the dialogue and 

the information exchanged and the basis for any views expressed.  We note, for example, 

your discussion of the October 24, 2013 meeting where a preliminary financial analysis 

was prepared by Roth.  

4. We note the disclosure under various items of the Schedule 13E-3.  Your Schedule 13E-3 

must incorporate by reference the information contained in the information statement in 

answer to the items of Schedule 13E-3.  Refer to General Instruction G of 

Schedule 13E-3.  Please revise so that the information under each item appears in the 

information statement and is incorporated by reference into the Schedule 13E-3. 

 

Preliminary Proxy Statement on Schedule 14A 

 

General 

 

5. In your next amendment, please fill in all blanks and include your form of proxy card. 

 

6. Please provide the disclosure required by Item 1004(e) of Regulation M-A. 

 

7. Please ensure that the legend required by Rule 13e-3(e)(1)(iii) appears entirely on the 

outside cover page of your disclosure document. 

 

8. Please disclose historical and pro forma ratio of earnings to fixed charges and book value 

per share.  See Item 1010 of Regulation M-A. 
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Summary Term Sheet, page 2 

 

Information About the Reverse Stock Split, page 2  

 

9. We note your statement on page 2 that the reverse stock split is conditioned upon the 

prior occurrence of the A-Mark spinoff.  Please disclose the anticipated timeframe 

between the completion of the A-Mark spinoff and the date of the special meeting at 

which shareholders will vote on the reverse stock split, with a view to disclosing to 

shareholders the amount of time they will have after the market has priced your post-spin 

shares to decide whether to acquire additional shares to achieve the 1,000 share threshold 

necessary to retain an equity interest in you, or to sell shares to get below the 1,000 

threshold so that they may receive cash for their shares.  We may have further comment 

upon reviewing your response. 

 

Effects of the Reverse Stock Split, page 3 

 

10. We note your disclosure that the number of shares reserved for issuance and any 

maximum number of shares into which equity awards may be granted under the 

Company’s equity-based incentive compensation plan will be reduced proportionately 

based on the applicable reverse stock split ratio.  However, we also note your disclosure 

on pages 34-35 that outstanding equity awards will be adjusted in connection with the A-

Mark spinoff and that “the reverse stock split will have no effect on stock options or other 

equity awards.”  If true, please state in this section the fact that you do not believe that the 

reverse stock split will have any effect on stock options or other equity awards. 

 

11. You state that the number of authorized shares of your common stock will be reduced 

proportionately based on the reverse stock split ratio.  However, the charter amendment 

in Annex A does not appear to address this.  Furthermore, if you retain this feature, 

please present the reduction in the number of authorized shares as a separate matter from 

the reverse stock split.  See Rule 14a-4(a)(3). 

 

Fairness of the Reverse Stock Split, page 3 

 

12. We note your disclosure on page 4 that shareholders that would like to retain an equity 

interest in you following the reverse stock split may increase the number of shares that 

they hold to 1,000 shares prior to the effective date of the reverse stock split.  Please 

disclose here, and throughout your filing, that due to the impending A-Mark spinoff 

which is a condition to the stock-split, that it may be inherently difficult for shareholders 

to discern the relationship between your current share price and your share price 

following the A-Mark spinoff, and any impact this may have on a shareholders’ decision 

to increase or decrease the number of pre-split shares at this time. 
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Questions and Answers about the Reverse Stock Split and the Special Meeting, page 7 

 

13. We note that you intend that “stock held in street name will be treated in the same 

manner as stock that is held of record.”  However, it appears that there is no guarantee 

that stock held in street name will be treated in the same manner as stock that is held of 

record.  Accordingly, please disclose the possibility that stockholders that hold their 

shares in street name may not be required to exchange their shares for cash even if they 

hold less than 1,000 shares because the nominee may hold shares on behalf of other 

stockholders who may not individually hold in excess of 1,000 shares but collectively 

cause the nominee to hold in excess of 1,000 shares. 

 

“What potential conflicts of interest are posed by the reverse stock split?”, page 8 

 

14. You indicate here and elsewhere in your proxy statement that shares of your common 

stock held by your current directors, executive officers and 10% stockholders will 

increase from 43% to 43.6% as a result of the reduction in the number of your 

outstanding shares of common stock.  Clarify whether these percentages reflect only your 

officers and directors because your disclosure on page 43 would seem to indicate a higher 

percentage when your 10% holders are included.  

 

Special Factors, page 12 

 

15. We note your disclosure on page 13 that you enjoy little benefit from being a public 

company and that your stock has not been listed on a national securities exchange since 

2007.  Please briefly describe the circumstances in which your common stock ceased to 

be listed on a national securities exchange. 

 

16. We note your indication at the bottom of page 13 that you expect your common stock to 

be continue to be quoted on the OTCQB following the reverse stock split.  This 

disclosure is inconsistent with your disclosure elsewhere, such as on page 5, where you 

indicate that you will cease to be quoted on the OTCQB following the reverse stock split 

and you expect to be eligible for quotation on the OTC Pink Marketplace.  Please revise.  

 

Background of the Reverse Stock Split, page 14 

 

17. We note references in this section to “the Company’s outside counsel.”  Please identify 

by name all parties that were involved in the deliberations that you discuss in this section, 

or tell us why you do not believe you are required to do so. 

 

18. Please disclose in this section how the Board established the $0.65 per pre-split share 

price that you plan to pay to stockholders of record who hold fewer than 1,000 shares of 

common stock.  We also note that Roth Capital appears to have prepared a valuation 

analysis around the same time that the Board arrived at the $0.65 share price.  See Item 

1015(b)(5) of Regulation M-A. 
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19. Please also explain how you arrived at the reverse stock split ratio of 1,000:1.  In this 

regard, we note your disclosure on page 12 indicating that such ratio will cause you to 

have 52 record holders of your common stock.  Please tell us whether the Board 

considered setting the ratio at a level that would continue to allow you to deregister your 

common stock but would cash out fewer holders.   

 

Chronology of Board Deliberations, page 14 

 

20. We note that the Board met on July 16, 2013, September 20, 2013 and October 24, 2013 

and received presentations regarding the proposed deregistration from management and 

Company’s outside counsel.  Please revise to briefly summarize the content of these 

presentations.  

 

21. Please elaborate upon what changes were made, and why they were made, to the “range 

of per share values of the Company’s collectibles business that would remain following 

the spin-off.” 

 

Fairness of the Reverse Stock Split, page 16 

 

22. Please note that if the Board based their fairness determination on the analysis and 

discussion of factors undertaken by others, they must expressly adopt the analysis and 

discussion as their own.  See Question 20 of Exchange Act Release No. 17719 (April 13, 

1981).  In this regard, please clarify whether the Board expressly adopts the analysis and 

recommendations of Roth Capital Partners.  To the extent the Board did not adopt 

another party’s discussion and analysis or such discussions and analyses do not address 

each of the factors listed in Item 1014 of Regulation M-A, please discuss any 

unaddressed factor in reasonable detail or explain in detail why the factors were not 

deemed material or relevant.  In this regard, it does not appear that the Board considered 

going concern value.  Refer to Instruction 2(iv) of Item 1014 of Regulation M-A.    

 

Substantive Fairness, page 16 

 

23. We note your disclosure here and elsewhere that the “Board of Directors particularly 

noted the opportunity in the reverse stock split for shareholders to sell their holdings at a 

fair and attractive price.”  Please provide additional detail regarding how the Board 

defines “attractive” in this context and how the Board determined such price to be 

attractive. 

  

24. We note your disclosure regarding the historical market prices and current trading 

activity of your common stock and the fact that your Board “could not directly compare 

the price per share to be paid to holders of less than 1,000 shares with the historical 

trading prices of your stock.”  Please discuss how the Board took this into account and 

how the Board determined the reverse stock split to be fair to unaffiliated shareholders. 
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25. We note that the last header in this section includes a reference to “liquidation value,” 

however, it does not appear that this factor was discussed.  Please revise to disclose 

whether the Board considered liquidation value and, if not, why not, with a view to 

understanding how they otherwise determined the reverse stock split to be fair.  Refer to 

Instruction 2(v) of Item 1014 of Regulation M-A.  Please also disclose the net book value 

in this section. 

 

Equal Treatment of Affiliated and Unaffiliated Holders of Our Shares, page 17 

 

26. You state that the reverse stock split will not affect holders of your shares differently on 

the basis of affiliate status.  Given that affiliates tend to hold more shares of the company, 

the reverse stock split would seem to disproportionally cash out unaffiliated 

securityholders.  Please revise this statement accordingly here and throughout your 

document. 

 

Procedural Fairness, page 19 

 

27. We note your disclosure that you did not form a special committee to approve the reverse 

stock split because your “Board of Directors did not believe these protections were 

necessary because the Board of Directors is comprised of eight directors, all but one of 

whom are independent of management.”  We also note your disclosure on page 16 that 

“all eight members of the Board of Directors, including the five independent members of 

the Board of Directors” approved the stock split.  Please revise to clarify the number of 

directors on your Board of Directors that qualify as independent, and update the 

disclosure in this section regarding why the Board of Directors did not believe that 

forming a special committee was necessary, as applicable. 

 

Recommendation of the Board of Directors, page 19 

 

28. Consistent with comment 2 above, it does not appear that you have provided the 

disclosure required by Item 1014 of Regulation M-A for any filing persons other than the 

Company.  Please revise. 

 

Opinion of Roth Capital Partners, LLC, page 24 

 

29. Please disclose the Company Forecasts that you provided to Roth in connection with 

Roth’s issuance of its fairness opinion.  We note that the board book includes historical 

and projected income statements for fiscal years 2013 through 2018 and a pro forma 

balance sheet as of June 30, 2013.  If different from the Company Forecasts, these figures 

should also be included in the disclosure that you disseminate to security holders. 
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Selected Company Analysis, page 25 

 

30. Please provide additional detail regarding the way in which Roth calculated and deemed 

appropriate the 20% discount referred to in the first paragraph on page 27. 

 

Miscellaneous, page 29 

 

31. We note the disclosure in the fourth paragraph of this section.  Please disclose all 

compensation received or to be received as a result of the relationship between Roth, its 

affiliates and/or unaffiliated representatives, on the one hand, and the Company and its 

affiliates, on the other hand, during the past two years.  See Item 1015(b)(4) of 

Regulation M-A. 

 

Market Price of Common Stock; Dividends, page 41 

 

32. Please disclose the high and low sales prices during the relevant periods, rather than the 

high and low bid prices.  See Item 1002(c) of Regulation M-A. 

 

Security ownership of certain beneficial owners and Management, page 43 

 

33. Please update the figures appearing in this section as of a recent practicable date. 

 

Quorum and Certain Voting Matters, page 45 

 

34. On page 45, you disclose that broker non-votes will not be considered entitled to vote at 

the special meeting, but on page 46, you disclose that broker non-votes will have the 

effect of a vote against the proposal.  Please reconcile this disclosure, given that the 

applicable voting standard appears to be the affirmative vote of a majority of all shares of 

common stock issued and outstanding and entitled to vote at the special meeting. 

 

Incorporation of Certain Documents by Reference, page 58 

 

35. We note that you have incorporated by reference the information required by Item 13 of 

Schedule 14A.  Please note that this information may be incorporated by reference to the 

same extent as would be permitted by Form S-3 pursuant to Item 13(b) to Schedule 14A.  

According to your most recent annual report on Form 10-K, it appears unlikely that you 

are eligible to incorporate by reference.  As such, please revise the Schedule 14A to 

include the information required by Item 13.  If you intend to rely upon Rule 13(b)(2) to 

incorporate the required information by reference, please advise us of this fact and please 

confirm that you will deliver the information incorporated by reference in the proxy 

statement to shareholders at the same time that you send shareholders the proxy 

statement. 
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Annex B – Opinion of Roth Capital Partners, LLC 

 

36. We note the limitations on reliance by shareholders in the fairness opinion provided by 

Roth capital.  Specifically, we note the statements that the opinion is furnished for the use 

of the Board and “may not be used for any other purpose without [Roth’s] prior written 

consent,” and that the opinion “may not be reproduced, disseminated, quoted or referred 

to at any time, in any manner or for any purpose without [Roth’s] prior written consent.”  

Please have the advisor revise the opinion to remove the implication that the opinion may 

not be relied upon by anyone other than the board of directors without the advisors prior 

written consent.  Alternatively, please disclose the basis for the advisor’s belief that 

shareholders cannot rely upon the opinion to support any claims against Roth arising 

under applicable state law.  We have similar concerns with the statement that the opinion 

“should not be construed as creating any fiduciary duty on the part of Roth to any 

person.” 

 

37. We note disclosure stating “We express no opinion as to the underlying valuation, future 

performance or long-term viability of Parent or A-Mark.”  Please advise how the opinion 

does not relate to an underlying valuation of Parent and/or A-Mark. 

 

38. Please disclose that Roth has consented to the use of the opinion in the proxy statement. 

 

We urge all persons who are responsible for the accuracy and adequacy of the disclosure 

in the filing to be certain that the filing includes the information the Securities Exchange Act of 

1934 and all applicable Exchange Act rules require.  Since the company and its management are 

in possession of all facts relating to a company’s disclosure, they are responsible for the accuracy 

and adequacy of the disclosures they have made.   

 

 In responding to our comments, please provide a written statement from the company 

acknowledging that: 

 

 the company is responsible for the adequacy and accuracy of the disclosure in the filing; 

 

 staff comments or changes to disclosure in response to staff comments do not foreclose 

the Commission from taking any action with respect to the filing; and 

 

 the company may not assert staff comments as a defense in any proceeding initiated by 

the Commission or any person under the federal securities laws of the United States. 
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Please contact Lisa Kohl, Staff Attorney, at (202) 551-3252, David Orlic, Special 

Counsel in the Office of Mergers & Acquisitions, at (202) 551-3503 or me at (202) 551-3720 

with any other questions. 

 

Sincerely, 

  

 /s/ Mara L. Ransom 

  

 Mara L. Ransom  

Assistant Director 

 

cc: Abbe L. Dienstag  

 


