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ATTACHMENT TO FORM 8937 

 

Part I, Box 10. CUSIP number 

03254TAA1, U0022TAA5, 03254TAB9 

 

Part II, Box 14. Describe the organizational action and, if applicable, the date of the action 

or the date against which shareholders’ ownership is measured for the action. 

 

The debt instruments with respect to which this Form 8937 is filed are the 10.00% Cash / 5.00% 

PIK Senior Secured First Lien Notes due 2025 (the “Anagram 1L Notes”) issued by Anagram 

Holdings, LLC, an entity disregarded as separate from Party City Holdings Inc. (“PCHI”) for 

U.S. federal income tax purposes (“Anagram Holdings”), and co-issued by Anagram 

International, Inc. (such co-issuer, together with PCHI and Anagram Holdings, the “Company”). 

 

On August 15, 2022, the Company completed the solicitation of consents (“Consent 

Solicitation”) from registered holders of the Anagram 1L Notes for a waiver of certain provisions 

of the indenture governing the Anagram 1L Notes (the “Indenture”). Holders of approximately 

99.24% in aggregate principal amount of the Anagram 1L Notes validly delivered consents in the 

Consent Solicitation. Concurrently with the Consent Solicitation, the Company solicited similar 

consents from registered holders of the Company’s 5.00% Cash/PIK / 5.00 PIK Senior Secured 

Second Lien Notes due 2026 (such second lien notes together with the Anagram 1L Notes, the 

“Securities”).  

 

In connection with the Consent Solicitation, a supplemental indenture to the Indenture was 

executed to provide for (i) a redemption premium of 103.000% in respect of any optional 

redemption of Anagram 1L Notes by the Company subsequent to August 15, 2022, and (ii) for 

any Anagram 1L Notes that remain outstanding as of the final maturity date, a cash premium of 

3.0% of the outstanding aggregate principal amount of the Anagram 1L Notes, which shall be 

due and payable on the final maturity date in addition to the outstanding principal balance 

(clauses (i) and (ii), collectively, the “Amendments”). 

 

On August 18, 2022, the Company made a cash payment to each consenting holder in an amount 

equal to the holder’s pro rata portion of $1.5 million, based on the aggregate principal amount of 

the Securities for which the holder validly delivered consents, relative to the aggregate principal 

amount of the Securities for which consents were validly delivered by all holders of the 

Securities (the “Consent Fee”). 

 

The adoption of the Amendments and the payment of the Consent Fee described above are 

hereafter referred to collectively as the “Transaction.” 

 

Part II, Box 15. Describe the quantitative effect of the organizational action on the basis of 

the security in the hands of a U.S. shareholder as an adjustment per share or as a 

percentage of old basis. 

 

For U.S. federal income tax purposes, the Company intends to take the position that (i) the 

Transaction constituted a “significant modification” of the Anagram 1L Notes within the 
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meaning of Treasury Regulations section 1.1001-3, and therefore a deemed exchange of the 

Anagram 1L Notes (“Old Anagram 1L Notes”) for newly issued Anagram 1L Notes (“New 

Anagram 1L Notes,” and such deemed exchange, the “Deemed Exchange”), and (ii) the Deemed 

Exchange qualified as a “recapitalization” within the meaning of section 368(a)(1)(E) of the 

Internal Revenue Code of 1986, as amended (the “Code”). The remainder of this document 

assumes that such treatment is correct. 

 

Based on the Company’s intended U.S. federal income tax treatment of the Transaction 

described above, a holder generally will not recognize any loss, but will recognize gain equal to 

the lesser of (i) the difference between the amount realized by the holder in the Deemed 

Exchange and the holder’s adjusted tax basis in its Old Anagram 1L Notes, and (ii) the amount 

of the Consent Fee (if any) received by the holder in respect of its Old Anagram 1L Notes 

(except to the extent such Consent Fee is attributable to accrued but unpaid interest on the 

holder’s Old Anagram 1L Notes). The amount realized by a holder in the Deemed Exchange 

equals the sum of (i) the issue price of the New Anagram 1L Notes received by the holder in the 

Deemed Exchange, and (ii) the amount of the Consent Fee (if any) received by the holder in 

respect of its Old Anagram 1L Notes (except to the extent such Consent Fee is attributable to 

accrued but unpaid interest on the holder’s Old Anagram 1L Notes). 

 

A holder’s initial tax basis in the New Anagram 1L Notes received by the holder in the Deemed 

Exchange generally will equal the holder’s adjusted tax basis in its Old Anagram 1L Notes, 

increased by any gain recognized on the Deemed Exchange and reduced by the amount of the 

Consent Fee (if any) received by the holder in respect of its Old Anagram 1L Notes (except to 

the extent such Consent Fee is attributable to accrued but unpaid interest on the holder’s Old 

Anagram 1L Notes). 

 

Part II, Box 16. Describe the calculation of the change in basis and the data that supports 

the calculation, such as the market values of securities and the valuation dates. 

 

As described in Part II, Box 15 above, a holder’s initial tax basis in the New Anagram 1L Notes 

received by the holder in the Deemed Exchange generally will equal the holder’s adjusted tax 

basis in its Old Anagram 1L Notes, increased by any gain recognized on the Deemed Exchange 

and reduced by the amount of the Consent Fee (if any) received by the holder in respect of its 

Old Anagram 1L Notes (except to the extent such Consent Fee is attributable to accrued but 

unpaid interest on the holder’s Old Anagram 1L Notes). 

 

As described in Part II, Box 15 above, the amount realized by a holder in the Deemed Exchange 

depends in part on the issue price of the New Anagram 1L Notes. Based on publicly available 

information, the Company has determined that the New Anagram 1L Notes are “traded on an 

established market” (within the meaning of Treasury Regulation section 1.1273-2(f)) and that the 

issue price of the New Anagram 1L Notes is $1,024.025 per $1,000 principal amount of New 

Anagram 1L Notes. This determination and statement of issue price are intended to meet the 

requirements of Treasury Regulation section 1.1273-2(f)(9). 

 

Part II, Box 17. List the applicable Internal Revenue Code section(s) upon which the tax 

treatment is based. 
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Sections 354, 356, 358, 368, and 1001 of the Code. 

 

Part II, Box 18. Can any resulting loss be recognized? 

 

See Part II, Box 15 above. 

 

Part II, Box 19. Provide any other information necessary to implement the adjustment, 

such as the reportable tax year. 

 

The Transaction was consummated on August 18, 2022. For a holder whose tax year is the 

calendar year, the reportable tax year is generally the 2022 calendar year. 

 

HOLDERS SHOULD CONSULT THEIR TAX ADVISORS REGARDING THE U.S. 

FEDERAL INCOME TAX CONSEQUENCES OF THE TRANSACTION, INCLUDING 

THE COMPANY’S INTENDED U.S. FEDERAL INCOME TAX TREATMENT OF THE 

TRANSACTION AS DESCRIBED IN THIS ATTACHMENT TO FORM 8937 AND THE 

AMOUNT OF GAIN OR LOSS (IF ANY) RECOGNIZED IN CONNECTION WITH THE 

TRANSACTION. 
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