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Piease respond to the following queslion about an ambigutty under Formal
Interpretation Number 15 Depeanding on your advice end any follow-up
cammunicatians, l may later request m writing &n infermal intarpratation
pursuard ta the HSR rules. Thank you in advance for your consideration of the
following question.
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' T2 Its own UPE and which 1s a less than 10 milion persan.
propesed transaction, A will have no significant assels othar than $10 million
in cash from Y o be used as consideration In purchasing B.) Y is a eorporation
that is controlled direetly or indirectly by 7, a $10 milion person.

Pursuant ko Formal Intarpretation Mumber 15, an entity controls an existing LLE
if it has "an interast entitling it to 50 parcent of tha profiis or 50 percent

of the: assets upon dissolution.™ Under the A LLC Agreament, X Bs entified to
more than 50 percent of the profits of A and is therefore deemed to control A,

The more difficult question is whether Y also is deemed lo control & Under the
ALLC dgreemenl, Y holds a convertible preferred mermbership In A, Y may convert
Its preferred membership to common membership at anvlime for no additional
consideration. Pursuank to the figuidation clausa in tha A LLE Agreement, upon

diszalution of A, the preferred member first recelves its inltial capltal
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Under the abave facts, the issue of ¥s corrlra] af A turna on whethar tha ALLC
Agreement "antilles™ ¥ to 50 percent of the 5" of A upen dissoluion. The

_ gt
- 15 [JI'ESB determin, henvise he lssue af "mn!nl "would have 1o e

decided in all similar 1n51:anoes upon mere speculation.

Glven that the & LLT Agreement doss nol enlitfe Y as a matter of contractuat
right to 50 parcent of A's assets upon dissafution, and further gieen that
whethar ¥ ultlmately may receive 50 per:ent of A 5 825 assets Lpon dlssuluilun B
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Thank you,

This inforrmakion may contain confidential and/or privilieged materizl
and is only transmitted for the intended recipient. Any review,
refransmission, conversion bo hard copy, copying, reproduction,
clrculation, publication, disseminalion or ather usa of, or taking of
any action, or omission to take action, in reliance upon this
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office can be provided on requesl.
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