WATER 5 anWEGT LINE

September 7, 1956 (FAX.
BY FAX

Richard Sprith, Esqg.

Michael Verne, Esg. -

Premerger Notficatnon Office

Foderal Trade Commuission

6th Street and Pennsylvaniz Avenue, W W.
Washingten, [x.C, 20380

Gontlemen.

Thank vou for the oppertunity last Thursday 1o discuss the potcntal
applicability of the Harl-Scott-Rodino Act to the facts cutlined below. T would
aprecials your confirmation that this letter, as revised in accordance with your
suggestion, accurately reflects our conversation.

TACTS

Company X, a keveraped buyout fitm, has argamized rwa funds,
Fund A and Fund B, each of which is its awn wltitnste parent for HSR purposes.
Fund A is a §16 million person while Fund &, which 13 newly formed, 15 not.

Fundzs A and B arc hath partrerships. Fund A’s genersl parner,
which manages the fund, is itsell a paringrship the general partners of which are
individuals who are the principals in Company X. Fund B’s general partiier is a
different (but very similar if not identical) partnership whose general partners are
mest if nat all ef the sama mdtviduals who are parmers in Fund A5 general

- parer.

Funds A and B will be acquiting from Jsauer all of 2 new ¢lass of
stock which carries the right to elect 2 of 1ssuer’s 13 directars  Tund A will be
acquiring appraximalely 30% ol the class, accounting for sapproximately 5% of
Issuer’s voting secuntics, and Fund B will be acquiring the remeinder. Fund A
cannot on s own cleer a director. Tt is contemplated that the bwo directoars elgeted
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by the new class will be pringipals in Company X who are also general pariners in
the peneral parinerships which are themsclves the general parmers of Funds A and
B respectively.

AnAT YEIS

On these fecis, you have advised that Fund A is entiiled 1o cliom the
investnent exempdon. The rationale for this advice appears to be that
Company X's intent to be actively involved in [ssier’s management (including
service by two af Comapany X5 principals on lssuer's hoard) will not be imputed
to Fund A -- even where the conternplated board members are general pariners of
the parinership which is Fund A’s general pariner - as long as: (1} Fund Aisa
separate “persen” for HSR purposes, (2) Fund A is acquiring less than 10% of
[ssner’s voting securities; end (3) Fund A is unabie (o elect s dircctor on its own.

Please call 1o let me know if | have accurately reported our
conversation.

Smncerely,
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