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Pebruary 23, 1987

VIA TELECOPIER

¥r. John Sippel

Pravergar Notification Off{ce

Federal Trede Cormmiseion

&th Streot and Feanneylvania Avsnus ¥N.¥W.
Roonm 303

Haghington, D.C. 20520

Dasx Kr» Eippel: » | B ;

With refersnce to my letter to you of Pebruary 12, 1987,
the purposs of this letter {g to confirz the substance .of our :
talephone conversation on February 20, 1937. The terns !
rafarred to belov correspond to tha terms usad in the :

Fabruary 11 lettar. :

With regard to the formation of Acquirer, you were
fnzlined to test tha initfal acquisition of sharas of
Acguiror by tha two mnenbars of wanagsment under the joint
venture rules contained in 16 C.F.R. section 801.40, and the
subsezuant private offering of shares of Acquiror under the o
non=joint venture rules gensrally applicabla to acquisitions. ;
visved this way, the acguisitiosn by tha two menbers of , : :
nanagenent of shares of Acguiror does not triggar the 1
nptification vequirenents of the statute because the Acquiror !

- would not magt the sizs cf person test contained in section i o |
7A(n){2). The subsecguent private offering of shares of .
Acguiror would not trigger a notification regquiraement bhecausa .
81l purchassrs are eespt under 16 C.F.R. section 802,320 by '
virtus of ths fact that none of the parties purchasing shares B |
will purchuse in excess of 50% of the voting securities of . ‘ :

Acguiror and none will purchaze in excess of $15,000,000 ;"

Worth of sscurities. _ ' a /’,r T T
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N Even 1€ the two phases of acquisition of Acquiroz's :
gl

securities wers viewed as an integrated transacticn, the sams
section 802.30 exemption would ba applicable to all

purchasers. |

i With raspect to whathar Acquiror meets the size of

1R parson test in connsction with tha acquisition by Acquirer of

¥ chareco of the & By S s Anquirar han nna anmial
. salaz, and in the &o wlgst regularly prepared

balance sheet®, Acquiror's total assets are the presant fair
markat value of Acquiror's assets. The only potential asset
of Acquircor, other than gh or cash squivalents used to
purchase sharses of €T : Feonais a Line of
Credit. You thought that tha rai> Latliet valus of the Lins
of Credit would be an asset of Acquiror, notwithstanding that
ggﬁtlndl of the Line of Credit will ba downstreamed ton Tarqet
jperating Company aftar the acquisition is consummatad.
flowsvar, bised on my regresentation that tha Line of Cregit
{n fact has little or no fair merket valus, the Acquircr
would nol Leve $10,000,000 of total assets and ¢thus vould not
noet the size of parscn tost of esection 7A(a) (2).
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Please let me know at your earliest convenienca if this
latter doam not accurately zafle~ r converpation. My
direct dial number {s 514 A Once again, I
appraciate vary nuch all Gyt
natter.
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