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October 6, 2000

BY FACSIMILE AND FTRST CLASS MAIE

M. Michael Verno

Prermerger Notification Office

Burcau of Competition, Room 303

Federal Trade Commission

6th S¢rect and Pennsylvamia Avenue, NV,
Washington, DC 20530

Re:  HSR Advice

idear Mike:

I am writing to you to confirm my underatanding of g telephone conversation
w‘ﬂn [ etnher 4 20000 Frllowine 1= a deserintinn of the fransaction | deseribod taovsan
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in part during that eonversation, including additional facts we did not discuss on Octaber 4.

HisH Act and its implcmcnnng regulatwons. A, B, and U will form a honted haklity
company (" LLC"} to aﬂqu.lre asset& f.h&t Lﬂmpl'l.'ie an uperatmg unib of'l A, B, aud Cwill
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formation.

A is guaranteed an annusl payment of 10% of A's inital investment
amount, 2f and the vight to appoint one of LLO's five directors, T{ there iz a default in
guarantced payments, A will get the right to appoint an additional diveetor. Upon the
liquidation or sale of LLC {or its assets), A will receive 49.9% of the proceeds of the first $12
million, and 40% of any proceeds in excess of $12 million.

i It is contemplated that LLC will also horrow money frowm a thied party to help pay
for the assets of Y.
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B is puarantccd an annval payment of 6% of B's initisl investment amount,
and the right tu appainkt DA of LLC's Ewe djrectars IF there is a default in g‘uarantecd
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C will be the muanaging member of LLO. C will not receive, in exchange for
its investment tn LIC, any guaranteed payments. However, Cwill have the power to
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will receive .2% of the proceeds of the first 812 mithon and $0% of any proceods i excesa of
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The eontingent fae wifl be 100% of the profite of LLC aftor distribution to A and R of the
snaraniesd payments described above.

Hnder the facis described above, and based upen our telephone conversation,
I undarstand that LLO would be deemed its own UPE at the time of its formation. Becauss
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(. to acguire the sssets of Y or the money it will borrow from g third party to acquire the
assets of Y, LUC will oot be a $10 million person at the time it acquires assots from Y.
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Best regards,

tolvabon





