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Premcrger Notification Office . =
Federal Trade Commission

6th Street and Pennsylvania Ave. N.W.
Room: 303

Washington, D. €. 20580

Re: Applicability of Hart-scott-Rodino
antitrust Improvement Act of 1976 -

Gatitlemens

This letter is written pursuant to 16 CFR § 803.30 to request &
formal or informal interpretation of the reguirements of the Hart-
S¢cott=Rodine Antitrust Improvement Act eof 1976, 15 U.S.C. § 18a
{Supp. 1991) (the ®"Act™), and its applicability to the transaction
hereinafter described.

Corporation J and its affiliates have for ecveral years been
invelved in business of acquiring, holding, owning, servicing and

- dispusing of promissory notes, loans, receivables and  reilated:
assets, tCogether with assets held, acquired or pledged as
collateral therefore, including real estate, from the Resolutioh:
Trust Coxporation, Federal Deposit Insurance Corporation, and other:
third parties. cCorporation € bhas provided financing to corporation
J and its affiliates related to the acquisition of such promissory
notes, loans, receivables and related assets. Corporation J and
corporation € have over the past several months had discussions
related to entering into a business arrangement where they would,
through a comwonly. controlled entity, acquire such promissory
notes, loans, recelvables and related assets. In contemplation of
the completion of such an arrangement, corporation J organized WL,
a limfted partnership, to. use as the entity to acquire the
promissory notes and related assets and organized corporation W to ¢
setve as general partner of Wh. U wee

Corporation J owns 50% of the shares of corporation W and a 49.5% Zol*(‘&{
limiteq partnership interest in WL. The remaining shares of f
corporation W are owned by individuzl S who owns 25% and individual f": , f{.qj,
H who: owns. 25%. . Corporation W owns a 1% interest as the general ' l’
partyer of WL. Individual & also owns a 24.75% limited partnership .
interest in WL, with the remaining 24.75% limited partnership
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interest in WL being owned by individoal H. The transaction at
fusue contemplates that (5§)and (B will transfer and convey their
conbined S0% percent interest corporation W and their c,onbined;‘\m
49,.5% limited partnership interest in WL to corporation C. Trocns ey .
- . ‘ oot  LHG ean
Corporation C has assets in access of $100 miliiom. Corporation J
has assets of approximately $i5 million and corporation W has
mininal assets. The 1limited partnership WI. has assets of
approximately $10 million. i

No person nior entity holds 50% or more of the outstanding stock of
corporation O or has the power to designate 50% or more of the
directors of the corporation. Based upon the foregoing facts and
our geading of 16 CFR § 801.1, we believe corporation J to be the
tgitimate parent entity" of co orgtion W ,and the 1 i’c’?&/_.
partnership Wh. 7 GC § et anehled sl one w T 2 RS

) T e UV & ceid epelio— J A other arenf &Kr‘ﬁi"ﬁ- .
It s our understanding that the Act would not apply to co:’;:oration
Cls acquisition of the limited partnership interest in WL because
& partnership interest is neither an asset nor a "voting security®
within the meaning of 16 CFR § BO1.1(f).*Wofc: acry /259 Hun Jo0?
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In addition, we believe, based upon the foregoing facts, our
reading of the Act and the followi rationale, that the
transactioh involving corporation C's acquisition of a 50% interest
in corporation W would be subject to the requirements of the Act,
but. for the minimum dollar value exemption contained in 16 CFR §
802.20. . -

We believe the first prong of the Act, 15 U.S8.C. § 18a(l), is
satisfied due to the fact that both the acquiring person and the
acquired person are engaged in “commerce" or in ®activities
affecting commerce” as those terms are defined in 16 CFR §§
801.1(1) and 801.3. ‘

Next, it would appear that the second prong of the Act is
satisfied, based upon 15 U.S.C. § 18a(2) (B), in that corporation W

a psrson not engaged in manufacturing and which has total assets o%
$10 million or more is being acguired by corporation C, a person
which has total assets or annual net sales of $100 million or more.

Finally, under the third prong. of the Act, it would appear that as
a result of the proposed acquisition the acguiring person
(corporation C) would hold 15% or more of the voting securities or

assets of the acquired person (corporation W) but woul 101d - 'an

aggregate total amwount of the voting securities-and-assets of the
dcquited person in excess of §15 million. Since the third prong of

& Act Is'en "eitherjor" test, it would appear that the Act would
apply based upon the satisfaction of 15 U.5.C. § 18a(B8)(a);
however, the transactfon would not appear to satisfy 15 U.8.C. §
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18a(3) (B) thus giving rise to a possible sxemption pursuant to 1¢
CFR § 802.20. This section provides that an dcquisition wiiich
Wwould ba subject to the requirements of the Act and which satisfies
Section 1sa(a)(3)(A), but which does not eatisfy 1sa(a)(3)(B),
shiail be exeppt from the requirements of the Act if as a resnlt of
the acyuisition the acquiring per=on would not hold:

(a) assets of the acquired perscn wvalued at more than $15
million; or

(b) woting securities which confer control of an issuer
which, together with all entities which it controls has
annual net sales or total asmsete of $25 million or more.

Based: upon the foregoing facts and our reading of this exemption,.
we believe the exemption to apply so that it is unnecessary for the
parties to this transaction to comply with the Act. Please confivm
whether our understanding and interpretation of the 2ct and
&ccon@angaing requlations is correct. Specifically, we reguest an
interpretation whether the proposed acquisition of an interest in
corporation W by corporation ¢ is exempt from the reporting
regquirements and an interxpretation as to whether the acquisition by
corporation C of an interest in the limited partnership WL is
reportable.

If you have any questions or need any additional information,
please feel free to contact the undersigned.

Thank you for your attention to this request.
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Very truly yours,

(4ince
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