January 20, 1%34

United States Federal Trade Commission
Premerger Notification Offjice

Bureau of Competition

sixth Street at Pennsylvania Avenue, N.W.
Washington, D. C. 20580

Attention: Dana Abrahamsen, Esqg.

Dear Sirs:

This is to confirm_ny telephone conversation of
this morning with Mr. Abrahamsen of your office.

our clien= -
; ederal
Commission”) and the Department of
Juctice undoz the Hart-Sco~t-Rodino Antitrust Improvements
Act of 1976 ("Act") with respect to itg aulsition ot 50\

laws of England and Wales and 1(s :eg ateied o
London. [#ud no operations other than ite ownership of
49.99+ the voting interest oflf -

S Y R
a public company also incozpor ted in Enqland and
ales ("RI*)l. Acquisition of 50% omvoting

~E~tensive telephone discussions were held at that time

"with Roberta Baruch and Thomas Hancock, Bsqs., of your

office, among other things to determ: ue uhethel@nl
ntrolled” by within the mearing of the since

of more than 100 million.votes. 1t was decided tha gectt;
RS POR Teontieted” !i : torial Eay pe LT
| ' Z::r;::.ldoﬂ 1aitty p-c».rizn qg‘
gecticn 7A th) cf ke Clayten.
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shich rest tricts rzlelse Ln.rr ta
F1e00:m © .

voting interest was only one shace lesg than Sat Egt
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securities therefore constituted a secondary acquisition
under the :ules of the Commission (*Rules") pursuant
to the Act2.

hlthough%timatily operates outside of the
United States, its sales in or into the United States
dirzectly and through subsidiaries were in excess of the
$10 million threshold then set out in the Rules3, and
therefore thig secondary acquisition was not exempt under
the Act.

@a}.so filed the required notitication under the
. Act with respect to the 1981 acquieition. The waiting
period expired on June 12, 1981, without comment from the
Commission (which had taken jurisdiction) or the
Department of Justice. W in one year thereafter (by the
end of September 1981), Kigdhad acquired all of thew
voting securities with respect to which the notification
was filed.

the other shateholder
2 e owne:sh1p described above
will be restructured. The transaction contemplated by the
Exchange Agreement will have two steps, and their end
resylt will be thatd i1l have no fur ;er interest in

than 25% of its voti, ower.
Exchange Agreement, s
shareholding

: \ : g/constitu
approximately 12.0% of the total votxng pcwer of

2Th‘e notification filed in 1981 also covered the
acquisition of certain trademark rights uhich are not
relevant to the present situation.

3Rule §802.50. We believe that@d!:ect and indirect
United States sales are still above the threshold, despite
the zecent change in the Rules raising it to $25 million.
The asset test of that Rule may also be met.
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Promptly ervcafter, but following the closing of the
exchange,[t#¥wl1ll also convert RI bonds owned by it into
shares of onstituting a little less than 12.9% of its

toral voti power.4 The total voting interest of in

Wwill thus be siightly less than 25%. ! not sc¢eking
tepresentation on thegfiMoard of Directors, and there are
no contractual arrangaments relating toﬁ%ﬁ{dizeetors.

The first part of the restructuring contemplated
e Exchange reement -- the transfer of; interest
: TR -~ would appear to bo exempC trom the
requiremenct ot the Act under Section (c)(3), 15 U.S.C.
§18A(c)(3). because Rembrandt already owns 50% of the
voting securities of B The minimal relation of this
particular transactio itself, to United States
commerce, 18 well as the intraperson exemption of Rule
§802.20, need not be conizidered.

by_th

The second part of the restructuring contemplated
by the Exchange Agreement -- the acquisition by PM of a
direct interest inggsaX-- is, 1 believe, exempt under Rule
§802.21 of the Act, and probably also under Section
(c)(10) of the Act, 15 U.S.C. §18A(c)(10).

' As noted above, notifications were filed by both
parties with respect to the 1981 acquisition, and the
waiting period expired June 12, 1981. The greatest
threshold met or exceeded in that acquisition wag 25%.
The next threshold -- 50% -- is not met at any stage in
the proposed restructuring.

Rule §802.21 states that an acquisition of voting
securities of an issuer is exempt if the required
notifications were filed.with respect to an earlier
acquisition of roting securities cf “the same issuer*; if
the new acquisition occurs within five years of the
expiration of the waiting period; and if it will not
increase the holdings of the acquiring person to meet

acquisition of these bonde by in the description of
that transaction, although under the Rules the bonds would
not themseélves give rise to a reporting obligation prior
to their conversion. T

4The 1981 notification teteitﬁo the original
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or exceed the next threshold under the Rules. The ea
notifications, although describing an acquisition inj:
specifically coy voting sectvrities of Faad
acquisitions of (g5 voting securities byl
acquisitions of securities of the "same isEUfr* with
respect to which the earlier notificatig filed.
The acquisition of voting securities i :
congsequently be exempt, up to the 50V threshold, {f
consuammated prior to June 12, 198§. :

Section (c){10) of the Act exempts "acquisitions
of voting securities, if, as a result of such acquisition,
the voting securities acquired do not increase, directly
or indirectly, the acquiring person‘'s per centum share of
outstanding voting securities of the issuer...*. It would
seem t Ehis statutory exemption ig also applicable,

since Xindirect voting share of deened to be
49.99+%, will become a direct voting share of slightly
less than 25%. Rule §302.10, referring to this exemption,
speaks only of the acquisition of voting securities
pursuant to a stock split or a pro rata stock dividena,
but it does not by its terms purpo:t to be exclusive, and
Mr. Atrahamsen has confirmed that the Commiesion deves not
consider it exclusive. The transactions described above
fit within its literal languag its spirit, since they
wil increase tha power of ; o control the affairs
owever, if Rule §8Q2 21 is conesidered to exempt

: gidirect acquisition ofZ hares because of the 1981
notifications, the possible applicabllity of Section
(c)(10) of the Act need not be further considered.

conversation with Mr. Abrahamsen, we have advised hat .
no action under the Act is required in connection wi the
restructuring described in cthis letter. Mr. Abrahamsen’
suggeated the submission of this letter and indicated that
he would notify me promptly if, contrary to our
discuesion, the Commission does not agree wi e
conclusion set out in this letter. Because sires to
initizte the transactions described herein on or about
January 31, 1984, 1 will telephone Mr. Abrahamsen next
week in any event. . :

Based on the above analysis and on ay telﬁghone

/
!
!
/



United States Federal Trade Commission :
January 20, 1984
Page S

Thank you for ydu: continued cooperation.

Sincerely,






