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Clever Leaves Holdings Inc. 
Attachment to Form 8937 dated January 8, 2021 

 

Information for Certain Shareholders 

THE INFORMATION CONTAINED HEREIN DOES NOT CONSTITUTE TAX ADVICE 
AND DOES NOT PURPORT TO BE COMPLETE OR TO DESCRIBE THE 
CONSEQUENCES THAT MAY APPLY TO PARTICULAR CATEGORIES OF 
SHAREHOLDERS. SHAREHOLDERS SHOULD NOTE THAT NO RULING HAS BEEN 
(OR WILL BE) SOUGHT FROM THE U.S. INTERNAL REVENUE SERVICE WITH 
RESPECT TO THE ORGANIZATIONAL ACTION REPORTED HEREIN AND THE U.S. 
INTERNAL REVENUE SERVICE IS NOT BOUND BY THE INFORMATION SET 
FORTH HEREIN. THE EXAMPLE BELOW IS PROVIDED SOLELY FOR PURPOSES 
OF ILLUSTRATING THE EXPECTED QUANTITATIVE EFFECTS ON BASIS TO 
SHAREHOLDERS WHEN MAKING THEIR OWN DETERMINATIONS. 
SHAREHOLDERS ARE URGED TO CONSULT WITH THEIR OWN TAX ADVISORS 
AS TO THE SPECIFIC U.S. FEDERAL, STATE AND LOCAL, AND NON-U.S. TAX 
CONSEQUENCES OF THE ORGANIZATIONAL ACTION REPORTED HEREIN IN 
LIGHT OF THEIR PARTICULAR CIRCUMSTANCES AND THE EFFECT OF 
POSSIBLE CHANGES IN LAW THAT MIGHT AFFECT THE TAX CONSEQUENCES 
DESCRIBED ON THIS FORM AND ITS STATEMENTS. 

IRS Form 8937 (Report of Organizational Actions Affecting Basis of Securities) is being made 
available by Clever Leaves Holdings Inc., a corporation organized under the laws of British 
Columbia, Canada (“Holdco”), pursuant to Section 6045B(a) of the U.S. Internal Revenue Code 
of 1986, as amended (the “Code”), which requires certain issuers of securities, or acquirors of such 
securities, to report certain organizational actions that affect the U.S. tax basis of those securities 
in the hands of shareholders who are U.S. persons and the quantitative effect on the basis of such 
securities of such organizational actions.  The purpose of this disclosure is to assist former 
shareholders of Schultze Special Purpose Acquisition Corp., a Delaware corporation (“SAMA”), 
and former shareholders of Clever Leaves International Inc., a corporation organized under the 
laws of British Columbia, Canada (“Clever Leaves”) at the time of the Business Combination (as 
defined below) in determining the impact of the organizational action discussed herein on the tax 
basis of their shares and the tax basis of Holdco shares received in exchange for their shares 
pursuant to the Business Combination (as defined below). 

The IRS Form 8937 and this attachment are available for download on Holdco’s website and will 
be available under https://ir.cleverleaves.com/company-information/irs-form-8937 

Line 2.  Holdco does not have a U.S. taxpayer identification number. Holdco is a corporation 
organized under the laws of British Columbia, Canada with registered number BC1258533. 



  

Line 14.  On December 18, 2020, Holdco, Clever Leaves and SAMA completed the business 
combination pursuant to the Business Combination Agreement dated as of July 25, 2020 and 
amended and restated as of November 9, 2020 (the “Business Combination Agreement”) 
resulting in Clever Leaves and SAMA becoming wholly-owned subsidiaries of Holdco (the 
“Transaction”). In the Transaction, Clever Leaves Class A voting common shares, Class C 
preferred shares and Class D preferred shares (“Clever Leaves Shares”) were exchanged for 
common shares of Holdco (“Holdco Common Shares”) and/or non-voting common shares of 
Holdco (“Holdco Non-voting Shares”) pursuant to an Arrangement under the Business 
Corporations Act (British Columbia) (the “Arrangement”). Immediately following the 
completion of the Arrangement, Novel Merger Sub Inc., a Delaware corporation and a direct 
wholly-owned subsidiary of Holdco, merged with and into SAMA, with SAMA surviving such 
merger as a direct-wholly owned subsidiary of Holdco (the “Merger”). As a result of the Merger, 
SAMA common stock was exchanged for Holdco Common Shares. In the Arrangement, each 
holder of Clever Leaves Class A voting shares received 0.329 of a Holdco Common Share or 
Holdco Non-voting Share for each Class A voting share held as of the effective time of the 
Arrangement, each holder of Clever Leaves Class C preferred shares received one Holdco 
Common Share for each Class C preferred share held as of the effective time of the Arrangement 
and each holder of Clever Leaves Class D preferred shares received 4.683 Holdco Common Shares 
for each Class D preferred share held as of the effective time of the Arrangement. In the Merger, 
each holder of SAMA common stock received one Holdco Common Share for each SAMA 
common stock held as of the effective time of the Merger.  

Line 15.  The Arrangement and Merger should qualify as an exchange described in Section 351 
of the Code and the Treasury Regulations promulgated thereunder (a “Section 351 Exchange”). 
Section 367(a)(1) of the Code should not apply to the Merger, and, thus, the normal provisions of 
Section 351 of the Code should apply to the receipt of Holdco Common Shares by a holder of 
SAMA common stock (other than for a U.S. person that is a “five-percent transferee shareholder” 
of Holdco as defined in Treasury Regulation section 1.367(a)-3(c)(5)(ii) that does not enter into a 
five-year gain recognition agreement in the form provided in Treasury Regulation section 
1.367(a)-8(c)). 

Former holders of Clever Leaves Class A voting common shares 

The exchange by a holder of Clever Leaves Class A voting common shares (a “Class A 
Shareholder”) for Holdco Common Shares and/or Holdco Non-voting Shares pursuant to the 
Arrangement should not, for U.S. federal income tax purposes, result in recognition of loss and 
should not result in recognition of gain except to the cash received, if any.  

The aggregate tax basis of the Holdco Common Shares and/or Holdco Non-voting Shares received 
in the Section 351 Exchange by a Class A Shareholder generally should be the same as the 
aggregate tax basis in the Class A voting common shares surrendered in the Section 351 Exchange, 
(a) decreased by the aggregate cash received in the Section 351 Exchange, and (b) increased by 



  

the amount of gain, if any, recognized in the Section 351 Exchange. For this purpose, the gain (but 
not loss) recognized is equal to the lesser of (1) the excess, if any, of (a) the sum of the amount of 
cash and the fair market value of the Holdco Common Shares and/or Holdco Non-voting Shares 
(see Line 16 below) received in the Section 351 Exchange for Clever Leaves Class A voting shares 
over (b) the tax basis in Clever Leaves Class A voting shares surrendered in such Section 351 
Exchange; and (2) the amount of cash received in such Section 351 Exchange. If a Class A 
Shareholder acquired different blocks of Clever Leaves Class A voting shares at different times or 
at different prices, any gain or loss should be determined separately with respect to each block of 
Clever Leaves Class A voting shares. 

The tax basis in each share of Holdco Common Shares and/or Holdco Non-voting Shares received 
in the Section 351 Exchange should reflect a blended, pro rata portion of the aggregate tax basis 
determined under the rules described above. 

Former holders of Clever Leaves Class C preferred shares and Class D preferred shares 

The exchange by a holder of Clever Leaves Class C preferred shares or Class D preferred shares 
for Holdco Common Shares pursuant to the Arrangement should not result in recognition of gain 
or loss for U.S. federal income tax purposes. A holder of Clever Leaves Class C preferred shares 
should have a basis in a Holdco Common Share received pursuant to the Arrangement equal to the 
adjusted tax basis of the Class C preferred share exchanged for such Holdco Common Share. A 
holder of Clever Leaves Class D preferred shares should have a basis in a Holdco Common Share 
received pursuant to the Arrangement equal to 21.35% of the adjusted tax basis of the Class D 
preferred share exchanged for such Holdco Common Share. 

Former holders of SAMA common stock 

The exchange by a holder of SAMA common stock for Holdco Common Shares in the Merger 
should not result in recognition of gain or loss for U.S. federal income tax purposes. Such holder’s 
basis in a Holdco Common Share received in the Merger should equal the adjusted tax basis of the 
SAMA common stock exchanged for such Holdco Common Share. 

Further discussion of the material U.S. federal income tax consequences of the Transaction can be 
found under the heading “Material U.S. Federal Income Tax Considerations of the Business 
Combination” in the Clever Leaves Holdings Inc. Amendment No. 4 to Form S-4 filed with the 
Securities and Exchange Commission on November 24, 2020. 

Line 16. Under applicable federal income tax rules, one reasonable approach to determine the fair 
market value of each Holdco Common Share received in the Transaction is the average of the 
highest and lowest quoted selling prices ($14.00 and $12.50, respectively) of one Holdco Common 
Share on the Closing Date, or $13.25.  



  

Shareholders should consult their own tax advisors regarding their specific tax treatment of the 
Transaction (including but not limited to the computation of gain and tax basis). 

Line 17. 351(a), 351(b), 354(a), 358(a), 358(b), 367(a), 1001(a). 

Line 18. No loss may be recognized on the receipt of Holdco Common Shares and/or Holdco Non-
voting Shares as part of the Section 351 Exchange. 

Line 19. The stock basis adjustments are taken into account in the tax year of the shareholder 
during which the Transaction occurred (e.g., 2020 for calendar year taxpayers). 
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