April 10, 1985

BY FPEDERAL EXPRESS

‘'Pederal Trade Cummission .

Premerger Notification Office

Bureau of Competition, Room 301

6th Street and Pennsylvania Avenue, N.W.
Washington, D.C. 20580

Attention: Mr. Patrick Sharpe, Compliance Specialist

- Gentlemen:

Further to our telephone conversation on April 9,
1985, with your Mr. Patrick Sharpe, we write to request
an interpretation as to whether the reporting requirements
imposed by the Hart-Scott-Rodino Antitrust Improvements
Act of 1976 (the "Act") apply to the following transaction:

B Company X intends to acquire 32% of the issued
' o F‘ -and outstanding voting securities of Company Y
€. 5LS—M" °f for $6.5 million. Company X's purchase of such
ire pacha (49F securities is contingent upon Company X's receiv-
' g 'csing (1) an option to purchase additional shares
/? Ké’féh’”f oo the voting securities of Company Y which option,
i‘ff“’x'fs.h’ when exercised, would result in Company X holding
h a total of 51% of Company Y¥'s issued .and outstand-
i ing voting securities, and (2) prior to Company
X's exercise of such option, irrevocable proxies
or similar rights to vote the shares which are
the subject of the option. Assume for purposes
of this hypothetical that Companies X and Y satis-
fy the “commerce" and "size-of-the-parties” tests
- of Sections 7A(a) (1) and 7A(a) (2) of the Act and
that Company Y has annual net sales or total assets
of §15 million or more,

-f

- Please confirm that, in accordance with Rule 802.20(b)
' promulgated pursuant to the Act, Companies X and Y would
be exempt from the Act's reporting requirements until such
time as Company X exercises its option to purchase the addi~-
tional shares of Company Y which would confer ownership
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of 51% of the voting securities of Company Y upon Company

X. We are particularly interested in the Premerger Office
staff's views regarding the fact that, at the time Company
X acquires the initiai 32% interest in Company Y, Company

X acquires irrevocable proxies to vote the shares subject i

‘to the option. 7 |

‘If you have any questions regarding the foregoing
hypothetical, please do not hesitate to contact us.

Very truly yours,
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