Nevember 23, 1955

YA FACSTMILE

Bemard Rubenstsils, Esquire
Premerger Notification Office
Bureau of Competition .
Room 303

Federal Trade Commiission
Washington, 10.C. 20580

RE: Hypathetical on Applicability of Haid-Scoft-Rodine {*HSE" At . oo
Filing Requirements

Dear br. Rubensiain:

Thixs lester is a foilow-up to twa previous telephone discussions we had an Geteber
26, 1999 and November 10, 1949 regurding the application of the Dling requitements of the HS®
Ao a particelar hypothetical trapsaction which I presented 0 vou, ¥ou had providad me with
informal advice, after consultation wilh your colleagues, regarding the {iling requircments witz
respeet W the hypotheticsl transaction.  Your last voice-mail message indicated that you would
welcome further discussion to clarify your eatlisr comments,

I have attached 2 descriptive summary of the bypotherical ransasion wlich we
discussed and a brief sumrmary of ths applicable provisions which we reviewed prior fo making our
imguirics to you, | would appreciate it if you could review the atlached summary and call me 50 we
can Further discuss this marter.

i you have any questions, please give me a call.-

Very erly vours,

Atrichment




Summary of Proposed Trapsaction

Corp. A amd Corp. B, vnrclared cntites sach of which is assumed ta have in excess of § 100
million in annoal net sales, creaie a new compuny ("Joint Venwra") which is initzlly capitalized
widh a 50,000 contribution by each of Corp, & and Corp. B. In cxchange for their contribution,
Corp. A and Corp. B each reccive 30% of the voting securities of the Joint Venture and the fght wo
desizmate 50% of the dicerors.

Corp. B then purchases 30% of the voling securities of a wholly-owned spbsidiary of Corp.
A"Sub ") for approximately $8-9 miliion. Sob 1 i a holding company which owns 100% of the
viotingr securties of twe operating subsidiaries, oac of which has total assews on 1ts balance sheet of
spproximately 330 million {“Sun 2%y, Of te approximately 530 miltion of toral assess on Sub 2%
balance sheee, about $32-33 millien are classrfied as bonds {u nember of thern being shod-term
govemnment obligations) which Sub 2 holds as a reserve against insurance cluims of its customers.
The Stock Purchase Agreement for Corp. B's purchase of 50% of the voling seounties of Sub L
privides thar immediately vpor cansummmation of such sale, each of Corp. A and Corp. B shall
conmibute their respective 50% ownerhip interests in Suh 1's voting secudties o the Joind Ventare,

A chart of diagrams snmmarizing the proposed fransaction is atiached hemen: 55

The above fragsaction would eppesr 1 T cxempt frome a filing requiretnent by reasom of
application of Section T(eX 2 AY of the HIR Act ond Role 8524, Tae reason for the sxemprion
would be 2 faitore to satsfy the Size-of Transaction Test IF e proposed transactlon is viewsd as
a formation of a joinl ventore, then the provisions of Rule 30,40 sequld aoply in deterrrining iF 4
filing is regnived,

Issae Preséute&

Qur ardlerstanding of the key dispesitive issue in determining if a {iling 1s requined fuor the
proposed ransaction is bow the assets of the Joint Yentire are counted [n detenmining if the Size-of-
Transaction Test is met under the rules for formation of a jomt ventere. Specifically, 1s Rule ﬁﬂ?..-‘l} Ly -
applicable to exclude cartain axemyn assers when determining if the Size-of-Transacton Test is mes T
in the formation of a jeint venture?

FAED) Bt gV

It is our hell at Rulz 302.4 eoold be applied 1o the proposed wansa:tion to exclude the . -
value of the bonds held by Sub 2, thewby Tesuliing in Corp. A and Corp. B receiving voiing
securities of af 1ssuet, the Joint Venntre {through contribution of the stock of Subl). which hax

anra:al net sales and totad assars less than $25 million (and non-exempt assens sewhaeS 1> mulbion,.
L Thug, the Minimum Dollar Value excmplion under Rule BOZ.20 woyld apply to result in the
transaction not satisfying the Size-of-Trangaction Test under che joige¥eoiise provisions in Rule
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