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and "control” in 16 C.F.R. §801.1,
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but would be.met if these th}ee

entities and separate "acquired persons,"
businesses were considered part of a single person.
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Description of "Acquired Person(s)."

\AS cjgned a letter anf intent tn
acquire a
plus inventorv

There are no contractual agreements g1v1ng any person or estate the

right to vote or control the vo

50% por _mare. of the directors of
ower to vote, sell or dispose of 11

of any other shareholder, or to designate
The exacutar of-parh estata has full
shares. The executor of'the-estates of
is the same"

of the estate o
At the time of hlS death,
was an adult married individual. Under h , his beneficiaries are his

his children. died in
died in
stoc eld by the two estates

died in Together, the
with a common executor total

voting stock.

We can provide you more detailed information
its operatlons if you wish.

-ﬂoratlon Its votlng stock 1s owned 20% each

=*‘.-.-’
It has no employees It owns
It receives payments or roya

-E‘E_anrtmrahjn_l_tuﬂj:na ara tha f%t?tai,
and two adult individuals that are stockholders o Each partner has the
right to 20% each of its profits, and upon dissolution would have the right to

20% each of its assets. Like-t has no employees, but receives royalties
and rents fron-Its principal business is —
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Value of Assets.

material inventories, and usable spare parts of Y at closing. Inventory of
as of its March 31, 1989, balance sheet was $978,521.64. Inventory has

been consumed during the summer construction season, and it is estimated that

saleable inventory as of August 31, 1989 would be approximately $500,000..

- will also managem uncompleted at
closing, in exchange for a 5% manageme ee an of net profits thereon,
ifiﬁiﬂmri“ Y ive

ofit payable to' for uncompleted

E% I Ty

The parties’ best esiiﬁate of the pr
rnfw-r—..ﬂ-.- +nthe o P I ) Yo o £

] &.500. 000
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Total Contract Revenue - $22,500,000
Estimated profit percentage - 6.2%
Estimated Profit - $ 1,395,000
Less Management fee *
(5% of contract revenue) - $ 1,125,000
Net Profit # - $ 270,000
ﬁ'iqnﬂ-;nn FAVal- ] “ﬁ nqn
X
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In summary, the value of the assets to be sold b
the consideration to be received by each fro , is approximately as
follows:
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$10,335,000 (fixed assets - $9,700,000; inventory -
estimated $500,000; uncompleted contracts -
estimated $135,000).

Ultimate Parent Entities. &

A "person" is "an ultimate parent entity and all entities which it con-
trols directly or indirectly." 16 C.F.R. §801.1¢(a)(l). An ultimate parent
entity is "an entity which is not controlled by any other entity." 16 C.F.R.
§801.1(a)(3). Natural persons, corporations, partnerships and estates of
deceased natural persons are all separate "entities.™ 16 C.F.R. §801.1(a)(2).
"Control"'}f defined as follows:

The term "control" (as used in the terms "control(s),"
"controlling," "controlled by" and "under common
control with") means:

oy Either. (i) Holding 50 percent or more of
the outstanding voting securities of an issuer or

(ii) In the case of an entity that has no
outstanding voting securities, having the right to 50
percent or more of the profits of the entity, or having
the right in the event of dissolution to 50 percent or
more of the assets of the entity; or

(2) Having the contractual power presently to
designate 50 percent or more of the directors of a
corporation...

16 C.F.R. §801.1(b). A mnatural person who controls 50% or more of voting
stock of a corporation (or has the right to 50% or more of the profits, or
upon dissolution assets, of a partnership) will be that corporation’s or

partnership’s ultimate parent entity. 16 C.F.R. §801.1(a)(3) (example 2).

Only if the holdings of shareholders or partners were aggregated
together would the 50% or more control threshold be met. There is no reason
for such aggregation in this case. Although "the holdings of spouses and
their minor children shall be holdings of each of them," 16 €.F.R.

e Tl = F—‘ i_,'i;;u=n$_%:m.;u

v It does not appear that §801.1(c)(2) requires attribution of holdings of

estates of pare minor children to each other. However, even if it did,
was not a minor at death, but a married adult with
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Since no entity which is a shareholder of Qi holds 50% more of the
voting securities of it appears that no shareholder of "controls"
that entity and is its ultimﬂrent entity under 16 C.F.R. §801.1(a)(3) and

b). Rather, it appears tha is its own "ultimate parent entity." Since
ppears to be its own ultimate parent entity, it would be a separate
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separate person. LI thls 1§ COILECT, CHEN U SUYULLEU gouove mudas asss v
$15,000,000 size of the tramsaction test of §802.20(a).

In the above analysis, we have treated the stock and partnership
interests of the three estates as hela by tne estates racher tramrtheic |
beneficiaries. This appears consistent with consideration of an estate as a
separate "entity" under §801.1(a)(2). However, even pouring over the stock
ownership interests of the estates to their beneficiaries would not result in

together, own only 7-1/2% of the stock of and aagiClon OI LOLS SLULK LU
and

the holding_s of the two natural individuals,
* - - = T 'E‘nu‘-':
ﬂ“;"’ g
you with a more detailed analysis of the benmeficial interests 1n the estares :
if you deem it relevant.
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did not appear that any shareholder or partner would be in control oT - :
so that each should be its own ultimate parent entity and a separate

acquired person, and that a Hart-Scott-Rodino filing would not be necessary.

However, you also indicated that our factual situation was not a common one,

children. Attri‘iuiiii ii the holdings of the estates of_
N o d Ml U nnnrr@] J\f- "H]Y ] '

i 2

Even if the holdings of the estate of GENNNEENNEE vctc

considered commonly held with his parents’ estates, the three estates as a

group would not "control” These three estates hold only 40% (32-1/2%,

2-1/2% and 5%) of its voting stock. These three estates, however, together

hold 60% of the voting stock o nd 60% of the partnership interests of

quwever ssets to be acquired from, and the consideration to be
pal to,&together total only approximately $8,000,000.

2/ As noted in footnote 2, aggregation of-ith each other, but
not with- would not satisfy this test.
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and that you would review this letter, discuss it with your colleagues, as
appropriate, and telephone us with your final advice.

We very much appreciate your time and courtesy in discussing this fac-
tual situation with us in our telephone conversation, and in reviewing the
information set forth in this letter. If there is any information which you
need, or would like to have, please call us as soon as possible. Again, thank

g (a ggmn_it*njdnmir“ omd_aoprpwgiiee,
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