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ki " May 26, 1983

feﬂe:al Express

Pana Abrahamsen, Esq,

federal Trade Conmmission

Sixth Street at Pennsylvania Avenue NW
Room 313

Washington, DC 20580

Re: Hart-Scott-Rodino Antitrust
Improvements Act of 1976,
as amended (the "HSR Act”)

0, 12 VR

Dear Dana:

- This will confirm our several recent telephone
conversations regarding the use of partnerships as a vehicle
to acgquire voting securities.

, A partnership is its own ultimate parent entity
.. ("OUPE") and there is no group concegt under the HSR Act, as
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there is, for example, under Section 13 of the Securities Act

of 1934. Therefore, the voting securities of an issuer held
.by each of a partnership ard its general and/or limited
partners will not be aggregated for any purpose under the HSR
Act., This is true, providing the requisite business purpose
exfsts, even if (a) the partnership acquires such voting
securities at a time when its partners are prohibited from
doing €o themselves without filing a premerger notification
form end observing the waiting period; (b) the partners
‘infuse fonds into the partnership to acquire such voting
securities and {(c) the partnership is formed to acquire such
voting securities.

, . A partnership with assets of less than $10,000,000
. 8s at the time of its latest regularly prepared balance sheet-
is exempt from complying with the filing and waiting period
requirements of the HSR Act and a newly formed partnership
‘has, as at the date of formation, no regularly prepared bal-
ance sheet. -There is no specific time at which a UPE. must

prepare a balance sheet, but an UPE may not fail to prepare

& balance sheet in order to perpetuate its status as an
exempt entity. ‘ .
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As a result of the foregoing, and until it is
rvequired to have a regularly prepared balance sheet showing
&ssets in excess of $10,000,000, a partnership which (a) is
newly formed and funded with, for example, $100,000,000 in
cash and/or unconditional obligations of its partners to
contribute cash to its capital, is exempt from complying with
the filing and waiting period requirements of the HSR

Act and (b) has assets of less than $10,000,000 as at the .
date of its latest regularly prepared balance sheet and is :

funded with, for example, an additional $100,000,000 in cash
and/or unconditional obligations of its partners (old and
new) to contribute cash to its capital, is likewise exempt
from complying with the filing and waiting period require-
ments of the HSR Act.

In addition, any combination of the scenarios of
the preceding paragraphs will cause a result consistent with
the results described in those paragraphs.

The absence of a legitimate business purpose
will render unavailable to the UPE the benefits described

herein. However, there exists a broad range of legitimate

business purposes which may be available to an UPE whose
purpose is not solely to avoid the application of the HSR
Act, including a desire (a) to achieve certain tax results
and/or (b) to obtain additional funds (whether existing in,

or obtainable by, the partnership or partnerships) and/or the,

participation of additional investors (whether on the same or
difierent terms as other investors).

As you may recall, in the’ past, I have discussed.
various aspects of the HSR Act with you and other attorneys -

at the FTC. Certain of the conclusions contained in this
létter are based upon one or more of those conversations and
the related correspondence and this letter is intended to
. eupplement rather than supercede them.

Thank you again for your time and your help.’
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- Gentlemen:

1. Offer. For the Purchase Price and subjec

thﬁe 1S 2ndagonditions hereafter set forth, | E st
‘34 ﬁigz :;% here b offers to purchase ftom 3

‘ﬁ*"t T R g £ Y%Wﬁkﬁi*%’ﬁ with effe

. R e B

Ve

; 1.1 An undivided 32. 0% of the interest of
in and under that certa1n _o1nt Vinture A-reement dated

L 1.2 An undivided 32 0% of the interest of
'?WEffT;in the oil and gas leases and related interests.
“identified on Annex 1 together with 32.0% of the interest of
Quaser in any oil and gas leases and related interests not
described on Annex 1, but covering lands within the area
fdentified on Annex 2.

R . | 1.3 An undivided 32.0% of the 1ntere<t of
tresng in and oil and gas leases and related intete<ts
acquired by ﬁﬁmﬂ'z&;w.i& ol pursuant to the

) within the area identitied on Annex 2. . : -




The interests for which this offer is made are
hereafter referred to collectively as the Properties.

2.
Properties is &

The Purchase Price for the

.Af

? (’#ECQ >

3. 01osin9. If this offer is accepted by e
the Closing of the sale a d_ . ﬁ; ‘
_ S RS g&ﬁx%&@-&?‘f‘:i‘ L9
10:00 a.m. M3T on (i) December 16, 53 11) the fifth
business day following the expiration of the thirty-day
waiting period (and any additional period resulting from a
request for additional materials from the Federal Trade
Commission or the Department of Justice) following the filing
by ﬁgﬁ“f’ﬁv.c;qﬁﬁé of the Notification and Report of this
n ' f e Hart-Scott-Rodino Anti-Trust Improvement
Act of 1976, whichever of (i) or (ii) 1s later.

3.1 At Closing' EITERTY 111 deliver to (MUY

, 4 . (2a) Executed assiqnments, bills of sale and
: other instruments required to transfer the Properties to

g with effect at 7:00 a.m. on December 15, 1983, subiject
the crepresentations and warranties hereafter set forth;
proviﬂed that individual assignments of state and United
States leases may be delivered within 30 days after Closing.

{b) Waivers of all pteferential rights to
purchase held by third parties and enforceable against the
Properties, together with any third parté consents required

for the transfer of the Properties to nder the terms of
0il and gas leases or other instruments a ecting the
Properties.

(c) Copies of all (i) seismic data relating to
the PIOPEttIeS and proprietary to‘&sdgﬁgg:nd (i1i) seismic data
2L o vered prior to Closing to -

-

e T (d) Written statements £tom A&A&land from . :
B that upo n e completion of the sa purchase of
the Ptoperties. will be -recognized as .aving acquired :
32.0% of the rignhts o M \under the _igg:%, 9 subject .

e .




to {ts assu'nption of 32.0% of the obligations of "’ YReT
thereunder, in respect of the leases described on Annex 1,
within the area identified on Annex 2.

-

(b) The written agreement @?
Properties are acquired by [azg subject tovall "
nexecuted terms and provis ons of the! wﬁiygx;rWW

executed terms and provisions of the k.. w
fncluding, without in any way limiting t e qeneralitv of such
avceptance, the definitions; the designation of § <2"kjas
operator and {its authority as such; the existence and
authority of the Information Committee  [without
representation or assurance by o -izEsa s mEREISWill be
_entitled to a representative upon the In ormation C.mmittee,
provided that if'“-" .=T}is denied membership on the Information
ee Lol agrees to make the position of g:igzs-Rnown on
g t before the Committee); the obligation undet
Section 5.04 of the Srraiocahed
continuing basis an 3 data, seismic line data, gravity
snrveys and other geophysical data [ ing to the Properties
acquired aftet December 1, 1983 byl %~ #,(but not including
and: jpformation in & pssession on
ﬁae earning rights of{e including the
0 contribute its propor Yonate share of
byseT e sfthe existence and validity of
the atea of mutual inte' visions of Section 8.04 of the
PR 2 “;g.- tax partnership provisions of Article IX of
- M 1 got] the confidentiality requirements of
Sertion 11 0 "of thel BRIl Esvland the limitations on
- assignment of Section 1l. 12 o e Mm&,wnm,'

3.3 4@%&”, peidgree to execute and
deliver each to the other SUC further instruments (including
fndividual assignments of state and United States leases),
certificates and other documents as may. subsequent to
Closing, be required or desirable fully to effectuate the sale
and purchase of the Properties. They further agree promptly
following acceptance of this offer by =sd8 to make. such

" £ilings as may be required to comply wi e Hart-Scott-
Rodino Ant:i-'rtust Improvement Act of 1976, if applicable.




4. Conditions to the Offer:

4.1 Adjustment of Percentage.

(a) .’Wrepresents but does not warrant,
expressly or by implication, that the total of {ts net oil and
gas- leasehold acre interests_jpn the leases described on
Annex 1 i{s not less than Ll net leasehold acres, before

qiv!ng effect to any interests‘to whxch‘-skapr-ay be or become

',za out teptesentation, however, as to the accuracy of any
thitﬂ party statements or Opinions a-oearin- therein.«
y Mk in which to ~
e easehold acre
%.;g¢u.1n the leases described on Aqqex,. is less

,;g may be entitled to assignment under Che.p . ad:
Jwill for all puroq €s under thxs Section 4.1 be

ithin such- perxo-.‘it wil “be conclusively presumed

5 total net oil and gas leasehold acre 1nterest in
14 2 - described on Annex 1 at closing is
R a&x#ymawihzﬂat Any
computation ofgg~;
interest in the®
any teductio o_;

parties wili in good faith attempt to reach an agreed amount
before Closing, failing in which, for the purposes of the
_£Q;Lowinq subsection 4.1(b), the total acreage set forth in

agre~c nt. ,_1g-§_< 3 ptovided in subs:w »4,.1(a), is less
LRANE xf,“”s~ the percentage of Eosdiims.: interest in the
g1 Annex 1 to be assigned tog a5 ¥t Closing
will anrease to that perceptage of the total ne and gas
leasehold acre interest of #73¥ h will
result {n a transfer t{Er gaay A ot oil
and gas leasehold acres™ouUt o AP
leases described in Annex 1. In such event, all relferences in
this letter to 32% will be deemed amended to such increased
petcentage.




4.2 Apvroval of Agreements. Within ten days
e pcceptance of this offer, [EURZTPN

R agreements relating to th& n
Wuoasar \is a party, which are know

to
“contained in the files of B g ade

or examination under Section 4.1 (a) and

will affordgﬂﬁﬁ?(ﬁmhe opportunity to examine all such agree-

ments ipn the AN g i o8 Erenox i a RPNty  On or
w-~@*;1?ﬁ§$”yﬁﬁrw_?§:3% Tty Y Dy written notice to
(GginddleYect not to proceed to Closing and terminate the

agreement to purchase and sell the Properties, {f it

determines _that the terms and provisions of any agreement to
which. dies. Dby 2t ing to the Properties, whether or
QLN a i iles or designated by Bt A

Failure to notify G
constitute the conclusive .acceptance by
provisions of all such agreements.

pwwrervy 5. Representations and Warranties by rrmr
Niisisicer#! tepresents and warrants in respect of the :
follows: L :

. S.1 That at Closing all claims, costs, expenses
and liabilities with respect to the Properties attributable to
any act or opercatinn prior to the date of Closing will have
een p3id and discharged or will be paid or discharged by
a» without recourse to g®

R " ome5.2 That the oil and gas leases relating to the
Properties are :and will be at Closing in full force and
effect, free of-‘leasehold or other defects known to F.ia s
. .Subject to terminations, expirations and relinquishments in
the ordinary course of business prior to Closing and that
a-dwill warrant title to the Praope-ties byt only against
iTties claiming by, through or undeg® yuzo4’ and not otherwise
{but expressly excepting from any war¥an ny claim of ’
.- interest byffEITTSrmwamEETERLIN  qc the £.52 Ry o oNPyTE

5.3 That the.Properties are not subject to
toyalty, overriding royaity, production payment or other non-
operating leasehold burdens in excess of 22.5% (proportion-
ately reduced) and that no burdens on the Properties will be
Created b subsequent to the date of this offer.




.4 That to the knowledge of [ sl
operties are subject to no litigation or adverse claims
horethan those set _forth on Annex 3, attached hereto.
=St 11 afford. ELza] the opportunity to examine all
{eadings, discovery and other documents relating to the
actions descgibed on Annex 3 in

[ s P

ciill have the right to eilect not to proceed
minats any agreement to purchase the

Pr tiss. i£P™TTnifotifies (ISP in writing, on or before

4§§§£S§ﬁW§$&{ﬁv.»th t in its opinion the existence of such
f¥lgation adversely affects or may adversel affect the value

of the Properties. Failure so to notifyw within such

period and elect to terminate any agreement resulting from
this offer will constitute conclusively the acceptance by

s of any adverse result to the Properties which may arise

Sut 6f the ultimate disposition of such litigation.

to

5.5 That the Properties, at Closing, will be
free and clear of all obligations or res;riptions associated

 gay limited partnership for which raeantrbr any affiliate
ofEas2nrlacts as the general partner, notwithstanding that
certain of the Properties will include interests presently
owned by such limited partnerships or some of them.

. 5.6 That prior to Closing/fZ 22 #ill exercise
fts best efforts to maintain the oil and gas leasehcld and
related interests comptising the Properties and will make no
disposition or engughrance of any such interest except sybject
to the rights of EZas¥/hereunder. (After Closing such
leasehold and related interests will be maintained as provided
in the EEFTNprowIR)

Interests., The ; s on 7.01 that. ,
gnder _the circumstances h therein ay relinguish

TweTdeortain dnterests in lieu of drilling
an Exploratory well. L. agl eI A ¥"Pwill enter into an
appropriate agreement as to their respbctive rights and
{nterests in the event of any such relinquishment b
provided, however, that a failure to reach such agreement ’
prior to Closing will not Zffect the obligation ofgitx
gell and deliver andfigiggdto purchase and pay for,
Properties at Closing - : -

7. Copies of Piles. After Closing(Camddwill, at
request, copy and reproduce all files and other ‘




fe@@_x‘ﬁ&of@relating to the Properties, for the account
Of‘Mah' ‘without cost obligation to a0

8. Taxes. Ad valorem taxes on leases and equipment
and gross proceeds or other taxes on or measured by produc~
tion, affecting the Properties, will be prorated to the date
of Closing and appropriate adjustmente will be made between
the parties upon the receipt of tax statements relating to
such taxes, whether received before or after Closing.

If this offer meets with Your acceptance, please 86
indicate in the space provided below, returning one copy for
our files. This offer will remain open for 48 hours from the
time of receipt by you. After such time the offer will be
considered as withdrawn.
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