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Item 1.01. Entry into a Material Definitive Agreement.
 
Indenture
 
On June 9, 2020, Varex Imaging Corporation (the “Company”) entered into an indenture (the “Indenture”) by and among the Company
and Wells Fargo Bank, National Association, as trustee, in connection with the sale by the Company of $200 million aggregate
principal amount of its 4.00% Convertible Senior Notes due 2025 (the “Notes”) in a private placement to qualified institutional buyers
pursuant to Rule 144A under the Securities Act of 1933, as amended (the “Securities Act”). The Notes will mature on June 1, 2025,
unless earlier redeemed or repurchased by the Company or converted.
 
The Notes will accrue interest at a rate of 4.00% per annum, payable semi-annually in arrears on June 1 and December 1 of each year,
beginning on December 1, 2020. The initial conversion rate applicable to the Notes is 48.0480 shares of common stock per $1,000
principal amount of Notes (which is equivalent to an initial conversion price of approximately $20.81 per share). The conversion rate
will be subject to adjustment upon the occurrence of certain specified events, but will not be adjusted for accrued and unpaid interest.
In addition, upon the occurrence of a “make-whole fundamental change” (as defined in the Indenture), the Company will, in certain
circumstances, increase the conversion rate by a number of additional shares for a holder that elects to convert its Notes in connection
with such make-whole fundamental change.
 
The Notes will be redeemable, in whole or in part, at the Company’s option at any time, and from time to time, on or after June 1, 2023
and on or before the 60th scheduled trading day immediately before the maturity date, at a cash redemption price equal to the principal
amount of the Notes to be redeemed, plus accrued and unpaid interest, if any, but only if the last reported sale price per share of the
Company’s common stock exceeds 130% of the conversion price on (i) each of at least 20 trading days, whether or not consecutive,
during the 30 consecutive trading days ending on, and including, the trading day immediately before the date the Company sends the
related redemption notice; and (ii) the trading day immediately before the date the Company sends such notice. In addition, calling any
Note for redemption will constitute a make-whole fundamental change with respect to that Note, in which case the conversion rate
applicable to the conversion of that Note will be increased in certain circumstances if it is converted after it is called for redemption.
 
Prior to December 1, 2024, the Notes will be convertible only under the following circumstances: (1) during any calendar quarter
commencing after September 30, 2020, if, for at least 20 trading days (whether or not consecutive) during the 30 consecutive trading
day period ending on, and including, the last trading day of the immediately preceding calendar quarter, the last reported sale price per
share of the Company’s common stock on such trading day exceeds 130% of the applicable conversion price on such trading day;
(2) during the five consecutive business day period after any five consecutive trading day period in which, for each day of that period,
the trading price per $1,000 principal amount of Notes for such trading day was less than 98% of the product of the last reported sale
price of the Company’s common stock and the applicable conversion rate on such trading day; (3) upon the occurrence of specified
corporate transactions; or (4) if the Company calls any notes for redemption. On and after December 1, 2024, until the close of business
on the second scheduled trading day immediately preceding the maturity date, holders may convert all or a portion of their Notes at any
time, regardless of the foregoing circumstances. Upon conversion, the Notes will be settled, at the Company’s election, in cash, shares
of the Company’s common stock, or a combination of cash and shares of the Company’s common stock.
 
The Notes will be unsecured and unsubordinated obligations of Varex and will rank senior in right of payment to any of future
indebtedness of Varex that is expressly subordinated in right of payment to the Notes; rank equal in right of payment to any existing
and future unsecured indebtedness of Varex that is not so subordinated; be effectively subordinated in right of payment to any secured
indebtedness of Varex to the extent of the value of the assets securing such indebtedness; and be structurally subordinated to all existing
and future indebtedness and other liabilities and obligations incurred by subsidiaries of Varex.
 
The following events are considered “events of default,” which may result in the acceleration of the maturity of the Notes:
 
(1) the Company defaults in the payment of interest on any Note when the same becomes due and payable and such default continues
for a period of 30 consecutive days;
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(2) the Company defaults in the payment of principal, or the redemption price or fundamental change repurchase price, of any Note
when the same becomes due and payable at the maturity date, upon declaration of acceleration, upon any fundamental change purchase
date or redemption date or otherwise;
 
(3) failure by the Company to deliver the consideration due upon the conversion of any Notes;
 
(4) failure by the Company to give a fundamental change notice or a notice of a specified corporate transaction at the time, in the
manner, and with the contents under the Indenture in each case when due and, with the exception of notices related to certain
distributions, such failure is not cured within five business days after the due date for such notice;
 
(5) failure by the Company to comply with its obligations under the Indenture with respect to consolidation, merger and sale of assets
of the Company;
 
(6) the Company defaults in the performance of or breaches any other covenant or agreement of the Company in the Indenture with
respect to the Notes (other than a covenant or agreement in respect of which a default or breach is specifically addressed in clauses (1)
through (5) above) and such default or breach continues for a period of 60 consecutive days after written notice of such default is
delivered to the Company by the trustee or to the Company and the trustee by the holders of 25% or more in aggregate principal
amount of the Notes then outstanding;
 
(7) certain defaults by the Company or any of its subsidiaries with respect to indebtedness for borrowed money of at least $25,000,000;
 
(8) one or more final judgments being rendered against the Company or any of its subsidiaries for the payment of at least $25,000,000
(or its foreign currency equivalent) in the aggregate (excluding any amounts covered by insurance), where such judgment is not
discharged or stayed within 60 days after (i) the date on which the right to appeal the same has expired, if no such appeal has
commenced; or (ii) the date on which all rights to appeal have been extinguished; and
 
(9) certain events of bankruptcy, insolvency, or reorganization of the Company any of the Company’s significant subsidiaries.
 
If an event of default described in paragraph (9) above occurs with respect to the Company (and not solely with respect to a significant
subsidiary of the Company), then the principal amount of, and all accrued and unpaid interest on, all of the Notes then outstanding will
immediately become due and payable without any further action or notice by any person. If an event of default (other than an event of
default described in paragraph (9) above with respect to the Company and not solely with respect to a significant subsidiary of ours)
occurs and is continuing, then, with the exception of certain reporting events of default, the trustee, by notice to the Company, or
noteholders of at least 25% of the aggregate principal amount of notes then outstanding, by notice to us and the trustee, may declare the
principal amount of, and all accrued and unpaid interest on, all of the Notes then outstanding to become due and payable immediately.
 
The summary of the foregoing transactions is qualified in its entirety by reference to the text of the Indenture, which is included as
Exhibit 4.1 hereto and is incorporated herein by reference.
 
Convertible Note Hedge Transactions
 
On June 4, 2020, in connection with the offering of the Notes, the Company entered into convertible note hedge transactions with
respect to its common stock (the “Base Purchased Options”) with each of Bank of America, N.A., Citibank, N.A., and Wells Fargo
Bank, National Association (collectively, the “Counterparties”). The Company paid an aggregate amount of approximately $53.4
million to the Counterparties for the Base Purchased Options. The Base Purchased Options cover, subject to anti-dilution adjustments
that are intended to be substantially identical to those in the Notes, approximately 8.4 million shares of the Company’s common stock
at a strike price that corresponds to the initial conversion price of the Notes, also subject to adjustment, and are exercisable upon
conversion of the Notes. The Base Purchased Options will expire upon the maturity of the Notes.
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On June 5, 2020, the initial purchasers exercised their option to buy additional Notes, and the Company entered into additional
convertible note hedge transactions (collectively with the Base Purchased Options, the “Purchased Options”) with each of the
Counterparties on terms substantially similar to those of the Base Purchased Options relating to an aggregate of 1,201,200 shares
underlying such option.
 
The forms of the confirmations relating to the Purchased Options are attached hereto as Exhibits 10.1 and 10.3 and are incorporated
herein by reference.
 
The Purchased Options are intended to reduce the potential dilution impact resulting upon conversion of the Notes or offset any
potential cash payments the Company is required to make in excess of the principal amount of converted Notes, as the case may be, in
the event that the market value per share of the Company’s common stock, as measured under the Purchased Options, at the time of
exercise is greater than the strike price of the Purchased Options.
 
The Purchased Options are separate transactions, entered into by the Company with the Counterparties, and are not part of the terms of
the Notes. Holders of the Notes will not have any rights with respect to the Purchased Options.
 
Warrant Transactions
 
Separately, on June 4, 2020, in connection with the offering of the Notes, the Company also entered into warrant transactions (the
“Base Warrants”), whereby the Company sold to the Counterparties warrants initially exercisable, subject to anti-dilution adjustments,
for approximately 8,408,400 shares of the Company’s common stock at a strike price of $24.9750 per share, also subject to adjustment,
which is an approximately 50% premium to the Company’s common stock of $16.65 on June 4, 2020. The Company received
aggregate proceeds of approximately $43.6 million from the sale of the Base Warrants to the Counterparties. The Base Warrants were
sold in private placements to the Counterparties pursuant to the exemptions from the registration requirements of the Securities Act
afforded by Section 4(a)(2) of the Securities Act.
 
On June 5, 2020, the initial purchasers exercised their option to buy additional Notes, and the Company entered into additional warrant
transactions (collectively with the Base Warrants, the “Warrants”) with each of the Counterparties on terms substantially similar to
those of the Base Warrants relating to an aggregate of 1,201,200 shares underlying such option.
 
The forms of the confirmations relating to the Warrants are attached hereto as Exhibits 10.2 and 10.4 and are incorporated herein by
reference.
 
If the market value per share of the Company’s common stock, as measured under the Warrants, exceeds the strike price of the
Warrants, the Warrants will have a dilutive effect on the Company’s earnings per share.
 
The Warrants are separate transactions, entered into by the Company with the Counterparties, and are not part of the terms of the Notes.
Holders of the Notes will not have any rights with respect to the Warrants.
 
Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a

Registrant.
 
The information set forth in Item 1.01 above is incorporated by reference into this Item 2.03.
 
Item 3.02. Unregistered Sales of Equity Securities.
 
The information set forth in Item 1.01 above is incorporated by reference into this Item 3.02. This Current Report on Form 8-K does
not constitute an offer to sell, or a solicitation of an offer to buy, any security and shall not constitute an offer, solicitation or sale in any
jurisdiction in which such offering would be unlawful.
 
Item 7.01. Regulation FD Disclosure
 
On June 5, 2020, Varex issued a press release announcing the closing of an offering of $200.0 million of aggregate principal amount of
4.00% convertible senior notes due 2025, including the exercise in full by the initial purchasers of their option to purchase $25.0
million aggregate principal amount of notes. The full text of the press release is furnished hereto as Exhibit 99.1.
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As discussed in the attached press release, in connection with the offering of the notes, the Company entered into convertible note
hedge and warrant transactions with several financial institutions (the “hedge counterparties”).
 
The information furnished with this report under this Item 7.01, including Exhibit 99.1, shall not be deemed “filed” for purposes of
Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the liabilities of that
section, nor shall it be deemed incorporated by reference into any other filing under the Securities Act of 1933, as amended, or the
Exchange Act, except as expressly set forth by specific reference in such a filing.
 
Item 9.01. Financial Statements and Exhibits.
 
(d) Exhibits.
 

Exhibit
No.

 
Description

4.1  Indenture dated June 9, 2020, between Varex Imaging Corporation and Wells Fargo Bank, National Association as
Trustee, including form of 4.00% Convertible Senior Note due 2025.

   
10.1  Form of Base Convertible Bond Hedge Confirmation, dated June 4, 2020, between Varex Imaging Corporation and each

of the Counterparties.
   

10.2  Form of Base Warrant Confirmation, dated June 4, 2020, between Varex Imaging Corporation and each of the
Counterparties.

   
10.3  Form of Additional Convertible Bond Hedge Confirmation, dated June 5, 2020, between Varex Imaging Corporation and

each of the Counterparties.
   

10.4  Form of Additional Warrant Confirmation, dated June 5, 2020, between Varex Imaging Corporation and each of the
Counterparties.

   
99.1  Varex Announces Closing of Offering of $200 Million of 4.00% Convertible Senior Notes Due 2025, Including Full

Exercise of Option to Purchase Additional Notes.
   

104  Cover Page Interactive Data File —the cover page XBRL tags are embedded within the Inline XBRL document.
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https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex4-1.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex4-1.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex4-1.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex10-1.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex10-1.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex10-1.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex10-2.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex10-2.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex10-2.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex10-3.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex10-3.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex10-3.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex10-4.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex10-4.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex10-4.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex99-1.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex99-1.htm
https://www.sec.gov/Archives/edgar/data/1681622/000110465920071507/tm2021182d5_ex99-1.htm
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 VAREX IMAGING CORPORATION
  
Dated: June 9, 2020 By: /s/ Kimberly E. Honeysett
  Kimberley E. Honeysett
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Secretary

 

 


