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Premerger Notification Office mon o S

Bureau.of Competition =M T =
Room 303 _ : xS _--
Federal Trade Commission b=}

‘Washington, D.C. 26580
Dear Mr. Cchen:
This.is to confirm the conversation d on June 18th concerning whether

a possible acquisition that Bxis considering making would
require: the fiting of Hart-Scott-Rodinc Motification and Report Forms,

In oUr converation I described a proposed acquisition of all of the voting
securities of & corporation having total assets in excess of $25 miition whose
major: asser was. the ownership of real property in 2Ry sty e
% Hand who was only engaged in the business of developing and selling
lots'of such reai property, without being engaged in the construction and sale of
buildings or the rental of buildings. Yo'y advised that, based on my description of

the. proposed transaction and the business activities of the B
' the Premerger Notification Office was of the opinion that the

of 100% of the voting securities of the @&
would: be exempt from the filing requirements o
Antifrust Improvements Act, the basis of the exemption being: 1) Section
7A(cK1) of the Clayton Act, which exempts acquisitions of goods or realty
transferred i, the ordinary course of business from such filing requirements; and
2) Rule:802.1(a) of the Rules issued pursuant to Part 800 of Title 16 of the Code
of Federal. Regulations which provides that for purposes of Section 7A(cX1) of
the Clayton Act an acquisition of the voting securities of an entity whose assets
-consist or will. consist solely of real property and assets incidental to the
ownership: of ceal property shall be decmed an acquisition of realty. It is my
understanding that the P » sn Office's position is that a
corporation,. such as tHisAtl= : that is engaged in the
development of land and that is not engaged in the construction and sale of
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buildings-or in. the: cental of buildings is deemed to be an entity whose assets
consist solely: of real property and assets incidental to the ownership of ceal
property: and. that the acquisition of all of the voting securities of such a
corporation: is exempt from the f{iling requirements, notwithstanding the
gre,oﬂ'sjm’ of Rule 802.1(b) since even though all of the assets of the entity are
"belng: acquired, the assets consist solely real property and assets incidental to
the ownership of real proparty. ‘ :
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In the remainder of this letter [ have set forth a detailed explanation of the

i -assure that tbe advice that you provxded to me in our telephone conversation

Is still accurate when examined against this more detailed explanation of the
sd.__transaction and the business activities of the

h and these other persons. ‘

voting securmes of the &&
In excess of $25 million.
presently-owns all of the votmg 3ecurmes, ¥
"Parem"). The maijc

na. all- of the lot sales have taken place in the three developed phases.
‘the developfnent work on the lots consists of the installation of utilities, the
estabilshment of rcadways, and the general gradmg ot the lots to establish view
planes and view channels.

After & ldt’ is sold, the owner, if he wishes to build on the lot must obtain a
building permit from the governmentai authorities that approves of the
construction. of the building and of any additicnal grading that may have to be
performed on the lot in order to assure that the residence will not violate
another person's view planes and view channels. In addition, before a residence
can be constructed, the architectural committee of 2 homeowners' association
that has. been established for the owners of the residential Ints (the
“Homeowners' Association”) must approve the bux!d ng plans, (The charter of the
Homeowners' Association provides that the G

of the Hémep Yers' ddi

’ graiﬁﬁg 61 the Iotl obtam any architectural plans, must obtain the requxred
uilding permits; must obtain the approval of the architectural committee of the
Homeowners‘ t\ssocmtlon. and must arrange for the building of the residence.

1, 1983, sales of the lots that have been developed for sale by the

0 under an exclusive listing agreemnt. Tehstmg
agreemen .&hnot be terminated, without cause or the occurrence of either of
twor Speémc events (the bankruptcy of the ¢

. iunless 12 months notice is nge ~(If termination is tor
gpon: th& occurrence. of either of the two specific events, then the

%ﬁrtg ﬁgreemem can- be terminated on 60 days advance notice,) The voting




. construction loans.

pon :
'recelve no benef[t Irom the sale of the residences constructed on the lots. At
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pre owned solely by the BR
s wile, who are also its only officers and dxrcctcrs.
persons are not in control of, or significant shareholders of, the Parent.
(They own less.than two one-hundredths of one percent of the outstanding voting
securities of the Parent.)

As of May 31, 1985, the balance sheet of the F
the following categories of assets:

Operating Cash

Accounts Receivables (which arose from the sale of lots)

Inventory (in the form of lots that are available for sale)

Real Estate Under Development (lots that are in the three developed
phases: f):ut on which improvements must be made before they are available
for sale

Other: Assets (which consist of escrow deposits on lots, deposits for
permits, deposits with contractors)

Mortgage Notes (which arose from the sale of lots)

Property and Equipment (which consist of the sales office, and
gmprovements in form of utilities and grading)

Furniture and Fixtures

Teransportation Equipment

Land Held for Future Development

Since approximately September, 1984, the 3 has not
engaged in. the construction or sale of buildings on the real property, has no
houses tor saje on the real property and has no present intent to engage in the

Y or sale of buxldmgs. Prior to that time, theg L
did, on occassion, build and sell 7 house on the real property. Only
one such house: was sold in each of 1934 and the 1983 calendar years.

Under the terms of the exclusive sales agreemen
COrporaIIon in. which the individual who is th&azrae
owns at least 90% of the voting securmes
, may obtain a form of financing from the ;
that could. mvolve the. construction and sale of residences by .
: 5 This arrangement is that these
“orporations-could, at any one time, purchase and own up to an aggregate cf two
[ofs &t & stipulated sales price, with the payment of the purchase price being
deferred for up-to- 24 months. The deferred purchase price would be aaid out of
the proceeds of the-sale together with simple annual interest thereon of 9-1/2%.
The purchase price would be secured by first mortgages on the lots that would be
subordinated in faver of a d_lending institution making resldential

investment inelther theg
from receiving interest u

deferred purchase pr: ots, would

' “‘&‘f&» anéd soIely by the ; 3
;. Who' dre: also its only o ficers and <ﬁrectors. As reported above,
ns-Are-not-Incontrol-of, or significant shareholders of the Parent.




{f you have any questions about the above explanation, please do not hesitate to

contact mes






