e January 29, 1974, letter from Florenca o Sheallanbdberger,
tha Jane 13, 1975, letter from dAcHanigal to Hutchinson, the
Septexber 23, 1975, memorandum from Knowles to Beeler, and

the Decombex 31, 1375, letter from Florence to Sealey are to
the same effect. The rationale for such conclusion is set
forth in the Hay 23, 1372, mexorandum and in the January 25,
1374, mesorandum from Delaney to Florence attached to the
January <9, 1974, latter: absent the lack of a legltimate
buginess purpose, separate corporate entities must be recognized
as suca, evea though they may be related, sales by them may be
made Jn:imarily or exclusively to ralated entities, and such
sales may e at cost or without an int&nt to make a profit.

(i



Mr. | 2= February &, 1984

The cunclusions in the above maentioned ietters to
AS803880r3 and correspondence have not ¢hanged.

Although it is indicared that SAPC is bslieved to e
at all timas the owner of the modules baecause under Article 3.1
of the Agreement SAPC pays for all materxrials and labor in
advance and because thers are no dollar amounts nantioned
toerain, tlie Agrsemant states, among cthar things, that SCC
will usrovide enginesriag and desigan services with respect ©o
the facilities, manufacture, fabricate, and sall the facilities
to SAPC, and inspect, traasport, install and test the facilitias,
together, the "Contract Activities® (Article 1.l1); that in
consideration for the Contract Activitias undertaken, including
the purchase price for the facilities manufacturad, SAPC agrees
to compensats 3CC in accordance with the provisions of Exhibit A
(Article 4); and that any controvarsies or claims arising out
of or relating to the Agreement shall be determined by
California Law {articla 26). The agreerment iz silent az <o
the time of passaga of titla to the facilities/modules.

Giver the manufacture and sale of modules, Article 5.1
meraly authorizing advaace payments for costz of material and
labor, and given thae applicability of California law,

California Commarcial Codae Section 2401(2) provides with raspect
to passage of title: :

"Uniess otherwime explicitly agraed title passes
to the buyer at tiue time and place at which the
seller completes his performance with reference
to the physical dslivery of the goods,...and in
particaular and despite any reservatioa of a
security intarest Ly the bill of lading -

* ~ -

*(b) If tha contract rsquires delivery at
- dastination, title passes on tender there."

and, winile neitier the igreement nor Ixhibit A mentions
specific dollar amouants to ba paid for the modules and sexvices
undersakan by SCC, article 4 and Zxhibit A do provide for tae
coxputation of tie compensation to be pald SCC. Such ara
acceptable payment provisions in light cof California Commarcial
Code Sectiopn 2335(1), which provides thet partics may conclude
a contract for sals sven timough the price is not setrlied, if
thsy so intead. ‘ :



