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Cctober 4, 1959

V1A FACSDMILE AND 11.6, MAT],

Michael Verne, Esq.

Pre-terger Nodfication Office

Bureau of Competition

Tederal Trade Contraission

Room 303

Sixth Sweet and Peonsylvania Ave,, N.W.
Washington, DC 20580

Te: Hart-Scoft-Rodino Apalysis of Foreign Corporate Joint Venture

Deur Mr. Verne:

This will confirm our discussions with“' September 30,
1999 We discussed the following hypothetical sitaation:

Company A {a United States person) aad Company B (2 foreign person) intend
to create a joint venture (FV) incotporated mnder foreien law. Companies A md B
each will hoid fifty percent of JV's voting securities. As consideration far these
voting securities, Companies A and B will contribute to the joint venhre cash and
a3sets in the form of technology. Nao “entity" {as defined by 16 CF.R.§ 801 {(a)(2]},
will he contribuled 1o the joint venture.

The agmregate book vatee of the asséts to-be-contributed to the J4 are less than
$15 million, based on the last regnlarly prepared balance sheets of Companies A and
B. Revemies attribulable to those gssets during the most recent year exceedad 3235
millicn

We discussed whether, imder these ciroumstances, die creation of the jomt
venture by Compapies A and B would be cxempt from reporting ender Ruls BO2.50
{with respect to Company A) and Ride 802,51 (with respect to Company B). With
respect to Company B, we coveluded that the acquisition wonld be exempt becanss
Company B would not control a foreign issuer which would hold assets in the United
States having an aggregate book value af $15 miflion or mare. Seg Ruls 802.51(0)(1).
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With respect o Company 4, we eoncluded that (he trausaction would be
exemt under Rule $02_50(b) because Compeny A would not control a forsign issuer
which would hold assets in the United States having an aggregate book valye of $15
million or mare, or made popregate sales in of into the United States of 525 million ar
more in its most recent fiscal year. In this reeand, vwe concluded that the provisions of
subparagraph (2) of Rule 802 50(b} do not come in play becgusa the foink veoture
does not vet exist and no entity is being contribated to the joint ventire, Thus, the JV
ecanuot be said to have hed any revenues in fis most recent fiscal year.:

Please lat me know if your analysis differs from the above jn any material
respect.
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1 in this regard the FTC staff construes Rule 802,50 (B2} in a manner paraliel
io Rule 802.20(h). Specifically, the staff has taken the position that with tespect ta
Joint venture corporations that are not yet in existence amd as to which no entitica are
being contributed, the parties may disregard for purposes of Rule 802.20(b) sales
attributable to assets that will be coniributed o the joint venture. See Interpretation
No. 193, Premerper Notfication Fractice Manmal (1991 ed).





