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BY TELECOFY

Richard B. Smith, Bsguire

Faderal Trade Commisaion

Premerger Notification Office

Room 303

§th Strect & Pennsylvamia Avenue, N.W.
Washington, D.C. 20880

Re: Our May 13, 1998 Telephone Conversation
Deur Dick:

I am writing to you now to confirm my undevatanding of our telephone
conversation on May 13, 1998 concerning the appropriate Hart-Scott-Redino

("HSR") analysis of a specific transaction. Specificelly, we discussed the follawing
transaction.

each hold 50% of the interests in
M11.C (he réafter “L1C") and A and B ave each
entiiled to one-half of the profits or assets of LLC. LLC is operated like'a
partnership in that officers or emplayees of A or B operate it on'a daily basis and, to
the extent L1.C has a governing board, anly officcrs oz employecs of A or B sit on
that bourd. LLC penerates accounts receivable and sells a 50% interest in its
arcounts receivable ta A and a 50% interest in the same accounts receivable to B.

A is planning to purchase B's 50% interest in LLC for $13 milkion. The
purchase price primarily reflects B's investment in LLC and the losses B has
incurred through LLC. T ynderstand from our telephone converaation that this
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Lransaction would be analyzed as A's acquisition of 100% of the assets of LILC. 1
also understand that it is conceivable that the fair market value of 100% of the
asgets of LLC could be balow £15 riilion despite the faet that A 13 paying §11
million far a 50% interest in LLC. The board of directors of A's ultimate parent
entity (or its designee) would have o make a good faith determination of the fair
market value of 100% of the sssets of LLC without regard to the liabilifes artached
to the assets of LLO. If the board of A's ultimate parent entity or its designes
determines in goed, faith that the fair market valun of 100% of the posets of L1754
less than %15 milliap, A’s acquizition, of B's 50% interest in LLC would oot be
reportable. See 16 C.F.R. § B02.20.

In addition to purchasing B's 50% interest in LLC, howoever, Ais alea
planning to purchage for §70 millien B's 50% interest in the accounts recaivable
that LLC had scld t0 B, Tunderstand from our telaphone conversation that so lone
as these aceounts receivable do nnt constitute substantially ull of B's accounts
recaivabla, the acguisifion would be axempt. See 16 CF.RE §E 802.1. T alan
understand that it dees not matterx if the accounts receivable A would acguite from
B acenunted for 100% of B's autcmobile {for example) accounts receivahble so lony as
the accounts receivable did not aceount for substzntially all of B's accounts
recuivable in general,

Please call me it you diszgree with my understanding of our
conversution and the approprigte HBR analysis of the ansaction described abpve.
Apain, and as always, thanks for your help.

- Sincerely,
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