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Deccmber 1, 1959

BY TELECOPY

Mr. Michael Veme

Premerger Notification Office
Federal Trade Commisgion

6" and Pennsylvania Avenue, N.W.
Washinginn, D.C., 20580

Re:  Control of 40 Acquited Person by a Forcign
State for the oges of Rile 5035 52

Dear Michael:

Ag Texplained oo the phone atlier today, T wanted o discuss with yon a
question about whether, in a specific set of circumatances, 2 foreign state will be
deemed to control an acquiicd porson for purposes of Rale 502 52 -- the
exemption invelving acquisitions from foreign states. 1 thought it would be most
eificient to begin by describing the simation in witing before we discnsaed it

The Capital Stmctire of the Acguired Peragn

My client will be awquiring 100% of the voting securities of an entity --
Corporation A — erganized under the lpws of 4 foreign state. Corporation A has
two classes of voting seeurities cnrstanding. The two classes vote together to
elect the membhera of the buard of directors, The first class, Class A, is entitled to
cast ten votus per share. The second class, Class B, ia entitled tn cast one vote per
ghare.
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There are 3,000,000 shares of Cluss A shares putstanding and 25,066,038
shares of Class B. This means thet 55,066,035 votas may be cast for the election
of the board of directors.

The forgign state holds shares that entitle it to cast 34,000,000 vates, or
approximately 6196 of the votes that may be cast. It halds these shares in two
ways. The Ministry of Industry holds 2,700,000 Class A shares entithiny it to
27,000,000 votes (approximately 4994 of the total vote), A comporation whose
shares are 100% owned by the foreipa state holds 300,000 Class A shares and
4,000,000 Clasa B sharces, entitling the forelgn state to 7,000,000 votes
(approximately 12% of the total vote).

The Power and Policy
of the Faraign State

Pursuant to the capiral straeture T have degoribed, Corporation A wourld be,
under the Hart-Scott rules, its own uliimate parent and the foreign state would be
deemed to control it. My client’s acquisition of Corparetion A would be sxempr
under Rule 862,52,

The guestion Twould like 10 discuss concerns the effect, under the Hart-
Scotr rudes, of a policy of the foreign state with respect to itz voting of the Class A
shares {the shares antitled to ten votes apiece). The povernment of the foreign
state, pursuant to 2 querum of its ministers, has adopted a resolution providing
that, as long as there is no threat that Corporation A would come under forgipn
contral, the foreign state will not cause its Class A shares to cast the ten votes to
which they are entitlad tot will instead cast only as many votes a3 a similar
number of Cleas B shares could vote. When it casts its votes in this manner, the
fareign state will be casting less than 30% of the votes cast in an election of
divecto.

Cur client’s counsel in the foreign state have explained that the resolution
desgribed above ig not  law gpd does npt change the power of the Class 4 shares
to cril ten yofes (and thus does not change the faregn state’s ability o cast more
than 50% of the tolal vote). The forcign state’s coppovale law and Corporation
A’ charter continne to allow the shares fo cast ten vares. The foreign state could
exearcize its full voting righrs a1 any vime and cou!d not be prevented from doing
30, It has simply announced, as a policy marer, that ip some simatians it will pat
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Furthemoore, the government could adg
reanduiion at any time.

Tu these circumataness we belie
Cuosporation A both within the definitio
purpose of the exemption contained in
annauncement of 15 vating policy does
o hold more than 50% of the cuistandi

Twould be matefi) i you would

to think abaut this, My dircct number

December 1, 19499
pt a ditferent policy and issue & new

e that the foreign state contrals

nof "zogtrod” in Rule 801, 1(B) and for the
Rule B02 51 The foreign state's

not change the fact thar the stere continues
g voting secunites of Corporation 4.

cafl me after you have bad an opportoniny
Thanl you.,

Very truly yours,
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