Verne, B. Michael gol. Qo}

From:

Sent: Wednesday, December 20, 2006 3:17 PM
To: Verne, B. Michae!

Subject: question

Hi, Mike -

I'm hoping to get your thoughts on this situation. Company A and Company B are making cash

_investments in Newco: Newco will acquire Company C in a transaction that is reportable. Company
A's contributions to Newco will result in it owning less than 50% of the voting securities of Newco,
though Company B will own greater than 50% of Newco.

There is a term sheet that states that Company A and Company B wilt each have two directors (of a
four member board) of Newco prior to closing. From and after closing, an investor's agreement will
be in place giving neither Company A nor Company B a present contractual right to appoint half or
more of the directors of Newco. Based on these facts, it appears that there are no reporting
obligations of Company A because it holds less than 50% of the voting securities of Newco and
although it controls Newco momentarily at the time of closing based on its right to appoint half of the
directors, it is not crossing a notification threshold solely by virtue of its right to director appointment.
Further, the right to director appointment changes upon closing.

Do you agree?

Many thanks (and happy holidays)! A ij:;/
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IRS Circular 230 Notice {R&G)

To ensure compliance with requirements imposed by the IRS, we inform you that any U.S. tax advice
contained in this communication is not intended or written to be used, and cannot be used by any
taxpayer, for the purpose of avoiding U.S. tax penaities.
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This message and any attachments may be protected by the attorneyj/client privilege. If you believe
that it has been sent to you in error, do not read, copy or distribute it. Please reply to the sender that
you have received the message in error and then delete it. Thank you.





