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August 24, 2000

FId FACSIMILE

Mr. Michael Vame

Federal Trade Commiasion
Premerger Notification Gffice
600 Petinsylvania Avenue, N.W,
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Re:  Section BU1.40 Analysis

Dear Mike:

This letter is intended to confirm my underslapding of the advice you provided
during a telephone conversation with me last week.

STATENMENT OF

Corporation A is negotinnng the terms of an agreement with several investors.
Under the terms of the mﬂ%eqmem. the proposed investors would form a new
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basis, assuming the Issuance of the commron shares that are reserved for issanue O MARAEZAMENt consultins
and employess, Corporation A would hold 28% of the equity and the investar groug waokd hold 51%.
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miilion in cash to Corpozation A in the form of an cqualization payment fov its
contributica. The additional 35 million in cash coming i six roonthy later will also be
pagsed tmpush Neweo to Cornoration A to cornplete the eaualization.
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A third closing is also eomtemplated by the ransection agreement. If Mewco is abls
to develop the technology sufficiently and is able to ship beta versions of products o bwo
separgte custorners and réceive réventes for suck shipments, then the investor gronp will
coniribile an additienal $10 million in gash to Newco. Cotporation A has never developed
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. recmve payment a5 speculative, In any event, Lorporation A does not anticipate that such
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millior or more in Mewco voling Jecurities.
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the iInvestor group is \mllmg to pay 320 ml]]lun, wﬂh no mntmgcncy, in order to abtxin
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The relevant question that needs to bs determined s what an arms-length purchaser
'ould pay Corpomuon A 10 obiain its 36% interest in Newen after the formation
N
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¥ Absemt an acquisidoty of 2 eontroiling mereat, Section 302,20 axempts the poquisition of 15% of the voling
securifies, unless a person will hold shares 1o exeess of $15 mitlion. in ?ls casc, no person will obtain

control, wnd the analysis therefere hinges on whether the 515 million rest is met.
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clstomers, thet the contingent payments from he investors would come in, mising theic
total amount peid for their squity interest to 530 million. However, as noted above. it is
utigertain gpd speculatjve ag 1o when or whether this additional 310 million will be

invested by the investars. Thc cuunngem mvestment which will not come in unless the
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If1 haw. misunderstocd our dizcussion and you bl:lleve that contrary 10 Ihls
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