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Room 303 xT: =
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pear Ms. ééﬁané :

This: letter will confirm certain amendments that the parties have
made to the transaction described in the Antitrust Improvements
Act Notification and Report Form and documentary attachments
{*R Form") filed by ]
, ywith the Federal Tt
Divigion of the Department of Justice on December 22, 1986.

yas notified of the early termination of the waiting
>eriod: with: respect to this transaction prior to the end of that
months

As we: discussed over the telephone yesterday, the proposed
amendments to the transaction would, in effect, decrease the
"holdings" of thd@lj rom those initially described in the
Report Form. We are asking for your guidance as to (1) whether
the amended transaction is exempt from the premerger notification
regulations and (2) if not exempt, the actions that we need to
take in order to amend the previously filed Report Form.

As you may recall, the Report Form indicated that SN

would form A new

COrporation, N
Delaware for-profit stock corporation.
ach: contribute $200,000 as capital to ] return- for fifty,
): percent of the voting common stock of. m Ihe parties |
1d: then enter fnto a management agreement with 4l phereby
IS -ould provide management, administrative and support .
services to Al — . The GRS vould be the
£ pand & A This part of the transaction has remained
We concluded that the formation of&gould not be

would

unchanged.
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subject to: the premerger notification requirements because the
parties did not, and do not, contemplate that the assets of?
wguid gvle)t reach the minimum dollar amounts specified in 16
§804.40(b). _

it is the second part of the transaction described in the Report
Form that_has been gmended, Initially, the parties contemplated
would amend and restate their respective
xrticles of incorporation, if necessary, and bylaws to provide
that the directors of would become voting “Members" of

IR The Members, in turn, wWight
to elect the entire Boards of Directors of
As we explained in our letter of December 22, 1986, which
accompanyied the Report Form, we believed that this part of the
original transaction was also exempt from the ptemerger
fication regulations. Although state law expr ermitted

the pians to have voting members, nexther&
. PP could issue securities under their respective state
‘statiites. We therefore concluded that the issuance of membership
rights in such plans was not considered the issuance of voting
secnrities under state law. Nevertheless, we took the legal
precaution of filing the Report Form and analyzed the acquisition
of membership rights ind nd 8leas being analogous to
the acquisition of voting securities in a for-profit stock
corporation.

This part of the transaction has been changed. Under the amended
proposal, each S 1 11 elect four
{4] of its own directors to the Board of Directors of slllllle In
additfon, each plan, by the mechanism of a bylaw change, will
ACCEPE on its own Board the four (4) directors elected to the
‘Board by the other plan. .

The practical effect of the above is as follows:
1. ‘ill have nine (9) directors. _Four (4)

directors will be elected by each
SR 2n. The d will serve as the ninth
ditector.

\ Mpill have twenty-four (24) directors. Four
-H oﬁ these directors will be the directors elected to

3 Similatly. i1l have nineteen (19) directors.
Four (4) of these directors will be the directors
elected to the
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In other words,

! there will be eight (8) interlocking directors
between '

We do not believe that the premerger notification regulations
cover the interlocking directorates described above, Under the
amended proposal, each SN2 nerely
recognizes in its bylaws the other plan's right to appoint fout
- {4y directors to its Board, who will also serve on the
Board., We do not believe that such a right is equivalent to the
acguisition of voting securities within the meaning of the
© premerger notification tegulations.

e hope that you agree. If you do not, however, we hope that you

wiil be able to advise us as to how to expedite any consideration
of these changes by your agency and the Department of Justice,
The Board of Directors of both *xave approved the
amended transaction and all reguisite state regulatory approval
tias: been obtained. My client,gfJllllB hopes to adopt the -

necessary bylaws changes at a Board meeting scheduled for March
14, 1987.

Your assistance in this matter will be very much appreciated.

Best regards,

: Lot






