April 1, 1987

HWayne Kaplan, Esq.

Praﬁatqei Notification Office CONPIDENTIAL
Sureau of Competition, Room 303 TREATMENT -
Federal Trade Coznmission KEQUEETED -
BIxth and Pennsylvania Avenues, N.W.

Washington. D.C. 20580 , .

pesr Mr. K&plant

I an writing to you at the suggestion of &
our Los Angeles office to confirm certain oral advice that
you gave to her over the telephone on March 24, 1987 relating
to. cert ‘n  premerger notification ¢filing requirements under
saction . Of the Clayton Act (the "Act™), 15 U.5.C. §18a, as
added by sections 201 and 202 of . the Hart=Scott-Rodino
Antitruat Improvcmtnts Act of 1976, in the context cf the
1eve - t buy=-put that our client, .

xnvcttor.« e o g o
of that telephone c01versation y0u . 2
that., on the basis of the facts . that she had pre-ented to
you, In your view the acquisition would not be reportable
under the Act bacause of proposed Premerger Notification ‘Rule
‘§801.11{e), 16 C.F.R. (published March 6., 1987 an? _ :
sffactive April 10, 1987) which, you advised AT
reflstts the current {nterpretation of tha Federal Trade
Connissior (the “FTC") about tow borrowed funds should be
traittd in order to datermine whttht: the cize of peraon”
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test set forth in §7A(a)(2) ot the Act has been met where
such: funds are used to make an acquivition by an acquiring
persxon that does not have a regularly prepared balance sheet,

At the end of your .convetuation with b you
stated that you would be willing to confirm your advice in
writing {f we sent you a letter from our firm describing the
businers. to be acquired and ths transaction in significant
detail. We do go below. I understand that you agres that we
fay proceed: with the proposed transaction based on your oral
advice onless we hear to the contrary from the FTC within a
reason&gble time, that {6 to say by April 14, 1987, and we &:14d
plarining the closing date for the acguisition’ accordingly. I
an. arranging for a copy of thia letter to be transmitted by

telefax ¢to onr Washington office and to be hand-deliveared to

~ you today, wicth delivery of the original to f£ollow by
courier. As air mail service to Paris can take congiderable

tine, would you Kkindly telsphone me collect at the telephone

nufiter of thie office set forth above with your response.

We would point out that this letter and ites exhibits
ecntain financtal and conmercial information about
s % And other persons named herein

thas 13 nignly c "*The Federal Trade Coammiassion Act
(thi "FTC Act“) provides that commercial or financial
nfornation obtained from a person is confidential. 16 C.F.R.
4,10(n)(2){1986} (pronulgated under Section 6(f) of the FTC
Act, 15 U.B.C. &§45(¢£)(1973 & Supp. 1986) and Exemption (iv)
of the Fresedonm of Information Act, S U.5.C. §552 (1982) (the
“POIA®)). Accordingly. we request on behalf of our client
that this letter, its exhibits and any other information that
is or has been provided to you, whethezr written or oral, be
accorded the fullest protection from disclosurée under the
FOIA°. and the FTC Act relatinag to the treatment of
confidential information. :

His the chief oxocuti#a officer
individual with investment assets of

1pix than' . 000,000 and with no reqularly prepared balance.

5 . Roposes to acquire thef R of
- conpaniel” of interrelated acquisi:
close nt uub-tanttaliv cha same time (colloc:!valy, the
"Managenent Buy~Out*), € ; BAPTOPOsSes to sell his
interest I{n . the L

-ﬂayne Kaplarx. Eaq. a - 2 - April 1, 1987

a total consideration of
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9m§ng the ainority {nterest of

aleo an individval i{nvestor.
United §States resident (n ¢t
is a citi resident of
s a citiznn'of,»y

il fe. ceartain U.S. issuers will be transferred to
’These ismuers are holding cozmpanies or are
ghgayged ‘An’  the businesa o0f money brokerage, investment
banki{nyg, securities trading or diescount Dbrokerage of
secprities., In connection with the Management Buy-Out, the

y 2.1 be substantially regtructured.

is to be provided
¥ under a loan agreement which

at On. All ° but approximately
6100.000 of the tunda necessary to capitalieges the acquisition
compuniit and,to make the Management Buy-Out will bes borrowed

S i@ or by companies that are now or that will be
him "upon the conpletion of tha Management
Buy-0Out. The credit facility ¢from & :® will be 4{n the
principal amount of up to $120,¢0 (the "Loan"). Loan
procesds of approximately $50,000,000 will be applied to the
payment of . a portion  of <the purchase price of the acquired
ant{:ias with the remainder of the purchase price to consist
flﬂquD:OOO ot gon-voh

contToTing by

Tional Loan procnodly‘of
utad _to refinance existing

uﬁpbefﬁ t'ry "54;ono,
andsb' y ‘

s ST énd | 1(0 vlubsidiatiou,tﬁﬁdnd
*pptpxsnatcly $6, ooo.-~- ot Loan proceeds will be used to pay
for any expénses incidental to the Management Buy~Out.,

The: balance of the Loan ($10,000,000) will be available
to. provide working capital for thd iR LosEErey when and as
- phewded during the  period following the Management Buy-Cut,

e

H&ﬁﬁ?iiint 8uy~0ut has been conplctcd.

We ai. cuss fa Part I the organication and conttol

below

Aa'a result of the Hanaq.mnnt Buy=0Out, the {indirect

but ft wi{ll in no event be drawn upon until after the

.'betore the Managexent 8uy~0ut by

sszfpaotgoo_r less the coat (expecced to be approximately

deenable preferred lhates torw
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: - and include a dclcription of tht oparating
conph iit involved. Part II discusses the _Mapageaed y-Out
and the orqganjization and control of thelg

the Management Buy=-Out. Part III diecusses
z ﬁl 1l(e} 418 applicable to measure & ED¥ assets under

A{(=i(2) of the Act. To aid your Nnderstanding of the
ggansscttan we have prepared Charte A end B which set forth
the organization and control of the GEENERESRERY before and
atter E;Hanaqcuont Buy-Out.

roposed Rule

3, co:pora:ton that [
~ of management of the 5E ,
bavho  owns  1.2%, 'lltcttvoly own ihe

fncluﬂinq Ry
cenaining 5.2% o 3 In addaition, % e and tain -
other 1ndiviﬂualc own options to acquire shares of for
ﬁcainal. consideration. The shares held under option by
S SUSREEU and all such other individuals amount to 12.0% and
3.75, gespectively, of EERERiesued capital as iluted by all
sharas under option. : .

"'eont:oln eeveral holding companies and operating
~The principal operating companies within the
4 BB % tollow::

(1) iﬁ e v e s frn
con any ‘engaged .in trading tocuritiot. is a
wWholliy~-owned iubstdiary

N 63 A < a S T a < p

Ebrpcration and a U.S. regi:tu:od brokat--ca or
. engaged $n the Dbdusiness of providing finvestment
'bunking services and trading _in ties, s a
: , <-own0c : uubliazarv ot £ i o

'ffolly-onnrfﬁ ”u-sidiary
] orporation, {s the -
TfWal property sublet
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an
in
, nd _deposit brokerage, is wholly-owned byv
g holding company, of which 56,58 of
ecurities are 2

'Ep
approxinm®
andr.st by €

Y to be n;rch
,~nd two operating companiqp.

and
Etates, and
registered
t:adxng.

At the time of the Hknagement
gltixate parent entity of all thet
Ham total uiactu in excess of $100,000,000.
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helding: company.,

i ; of which he
gs the s01e 4 with an capitalication of
1,000,000, 90% ~unich he is personally borrowing. In a

syrias of .tnp;,

will acqui s g

conpanies. One ¢f them ia
olaing company for

cubs 1di Atlel.

Tbi total conaido:aeion for the acquiaition will consist
: and non-voting redaemable preferred
ahates of mar sy will receive approximately
$49 .400,000 i 7 anc $12,000,000 in neon-voting redeemabla
zafarred thck off £ will receive approXimately
800,000 1in cash ®hal amount ©f approximately
51"0ﬁc 000 will be uttd to refinance existing indebtadness
EPnd  ites subsidiaries and a further $6.000,000 will be
0 PAY: expanses incidental to the Hanaqament Buy=-Dut,

: g P owning 23.3%. In
;httt otflx: {Is accepted DY all such ehareholders,
biEﬁna the owner of all of the Outntandinq shares of
t1y. those of ita whollv-owned subsidiary @
= Z11 be diluted. Those persons,
. who at pressnt own options to acquire:
A3t . fered to exchange then for
options to acgui aha s 1t euch offers are
acoapred, the: p ‘pe {ssued ¢to option
nolders: other - ercige Of such options
will alib ailote hia ~waver, the voting
o to be i WHereons other than
»A“btthcr directly or pursuant to the exercise of
¥3%s, 4is not expected to exceed 10t of the voting
pcuit of all shares of CHI.

As {llustrated by Chart B, at the concluiron of the
Hanegement Buy-Out QFL will own 1008 of tho stock of
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and 'lubaidiariaa as

{nelnding ite interests in
mwill own 1008 of the

wall as 100% of the std
itﬁﬁk of] } which will retain
008 ' e stock of

"6n completion of <the Managenment Buy-Out. Fo DS
s & it will be dissolved erhaps remain in
'azlt ence as inactive conmpanies). ER Q
non=votiag &:mablo preferrad gtock of .
$12,000,000. {11 own 10,009,000 Class B sharez TR
valuved at 610,009,000 with voting rights of one vote for each
1,000 shares. Howsver, asfisElwill own 1,000 Class A shares
~with 1,000 wvotes per share for a total of 1,000,000 votes, it
will retain con« Ereormaidwi 1l own limited voting rgight
shares of {5 valued at $8,000 000, and GEEEESP will own
Linited voting right ghares of byalued at $4,000,000,
while the voting rights of these shares have not yet been
detsrnined, they _yill not exceed 10% of the voting power of
a1l shares offigs @Pwill thus be controlled by 4?555’ which
fin turn wil be controlled by g s 11 continue
to. own a;l o! ~the shares of thr0uqh it and
.- naeEne thoss of RTINS TS As =n
i tnnult ot th- Managenment B can:tol of all operating
companies within th P pill thus have bLeen
transfezred Cfrom W5 _—

) lnd )

Out [

B Does Not Meet The “Bire of Person* Test

: In your discussicn with g IS, you indicated that
under proposed Rule §6801.11(e) any loan proceeds used to
finance an acquisition or to refinance existing debt {n
connection with sush acquisition need not be considered {n
deternining whether an individual meets the “sire of person”
test under §7A(a){(2) of the Act. In a subsequent telephone
conversation on March 25, 1987, you also noted that 1lines of
credit facilities to provide working capital at market rates
that have been committed but not yet drawn upon |hould ‘also
fnot be ifncluded,

P:EPOItd Rule §801.11 (a} provide: that:

{e} Bubject to tha 1imitations of paraqraph (a)
of this section, the total assets of:

e e o v S
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(1) An acquiring person that does not have
the regularly prepared balance sheet
described {n paragraph (c)(2) of this

section ehall be, for acquisitions of
sach acquired person:

(1) All assets held by the acquiring
person at the tice ot the
acguisition,

{{1) Less all cash that will be used by
the acquiring person as
consideration 1in an acquisition of
assets from, or n an acquisition
of wvoting securities {ssusd by,
that acquired person (or an entity
within that acquired persén) and
less all cash that will be used
for expensea incidental to the
acquisiction, and . less all
securities of the acquired pergon
(or an entity within that acquirtd
personlr...

ﬂbun/the Rule gset forth above the advice that vou
have: given <opPplied: to s ey personal financisl
aitg;ticn; SEMLEOWIER total personal assetg do not. meet _the
“s1ze of paf on® tast under §7A(a){2) of the Act o
meets: the {nitial condition for application of proposed Rule
$801,11{#)(2)(3) because he is an acquiring person who does
ot have a regularcrly prepared balance sheat., Under proposed
Rule $§801.L1(e){1)(4{) and the advice that you have given us,
however, deductions from total assets are made for (a) all
cash: that will be used to make the scquieition of voting
securities (in this case $50,000,000); (b) ell ancunts wueed
to refinance existing debts at the time of the acquisition
{in this case approximately $54,000,000)}: (c) all amounts
used ¢to- pay expenses incidental to the acquisition ({n this
case approxipately $6,000,000)1 and (4) all securities of the
n; ﬁi!iﬂ person or en entity within that acquired person (in
$ case the sscurities of the SENIENTNEENEEN.. 0f cobpaniesy.
A prﬁtiﬁlngly $10,000,000 of the Loan w remain undrawn at
6 closing of the HManagement Buy-Out. Such funds may or gay
aot be drawn upon thttoattot and, {f drawn. may Only be used

nd
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CONFIDENTIAL TREATMENT
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to. cover working capital resquirements of QFL and its
subs{diaries. When the appropriate calcuiations are nmade
andsy the proposesd Rule, GEENTIIMEEDL is a pereon with less
than $1,000,000 {n assets who does not meet the $10,000,000
“site of perscn® test set forth {n §7A(a)(2) of the Act.
L::ﬁidiﬂqiy. the Management Buy-Out 4ie nct reportable under
the Act,

If you have any queations with regard to the foregoing
please 40 not hesitate to tolephone =2e <collect at the
telsphone ounbur of this o0ffice set forth above or at ny home
tslsphone number in Paris which 1¢% Plensa teael
;L:g !ru- to. telenhone ny partnot ‘ e

-} ot ST

Very ttulv'your-.

2 charts attached



