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The important issues as we see them are as follows:

Accounts Receivable: Credit memo 958300 that was issued to GBRWEIN with an incorrect quantity and
unit price was a Sloss Industries credit memo so we are puzzled by the comment that you weren’t “privy” to
the details. Also, your assertion that “inventory would be decreased, resulting in a net impact of zero to
working capital” is incorrect. The returned material was in Sloss possession at the time of the sale of the di-
vision and was properly included in the total valuation of KSS inventory. For the record, Arichem, LLC is
not gaining from this correction, Arichem is merely correcting a mistake made by Sloss Industries and cred-
iting the customer (GBRWein) for the full and proper value of the returned material.

Inventory Valuation: Sloss Industries Corporation’s ordinary business practice during the past six months
has been to value inventory at standard cost. The Asset Purchase Agreement, which is the only agreement in
effect, defining inventory valuation, stipulates that inventory will be valued at “reasonable amounts based
on the ordinary course of business of Seller within the past six months at prices equal to the lower of cost or
market”. As you know, there was no adjustment from standard to actual cost between the months of May
and October. Furthermore, we would like to point out that throughout the negotiation and due diligence
stages of the buy-out, every discussion and disclosure by Sloss concerning valuation of inventory centered
on standard cost.

mowen
Text Box
Typical Properties Sheet/MSM(METHYLSULFONYLMETHANE)Product Code:  Food Grade(Granular) or Fine Food Grade(Powder)Made in USAShelf Life:  4 yearsParameter                                   Limit                                     Typical ResultDimethyl Sulfone %                              99.9 % Min.                                       99.9% GC FIDMelting Point C                                     108ºC +/- 1ºC                                    107.4ºCWater, %                                               0.20% Max.                                        0.08%Ash, %                                                  0.10% Max.                                        0.001%Dimethyl Sulfoxide, %                           < 0.05                                                0.02%Hg(Mercury, Cold Vapor)                      <0.05 ppm                                         <0.01 ppm  Al(Aluminum, Total)                               <1.0 ppm                                          <0.5 ppmAs(Arsenic)                                            <0.25 ppm                                        <0.025 ppmCd(Cadmium,Total)                               <0.025 ppm                                      <0.01 ppmPb(Lead)                                                <0.05 ppm                                        <0.015 ppmHeavy Metals                                         10 ppm Max.                                    Pass**Pass means<10ppm as lead*Fail means>10ppm as lead        Physical PropertiesPhysical State    White Powder or Granular formOdor      Slight/None      




