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January 23, 1992

% o 2-326-

Mr. Patrick Sharpe
, Fargre ladrade Cogmi ecinn

Jra— ‘_,___,___h—'—.;}'-.—_ LJ-ﬂ—xe

Washington, D.C. 20580

Re: Availability of Exemption Under
ection 74 f the Hart- - in

Dear Mr. Sharpe:

In reference to our conversations Tuesday and last
week, this letter will descrlbe the cont mplated

A company ("Holding") which is capitalized with
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ine purpose o e ansaction, as se or elow, 1S
eliminate the holding company structure and recapitalize
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Step One. In the Reorganization,. Hold1ﬁ will C- 5
first be merged (the/"Merger") into the Company-and the .

Tompany ‘will be the Sole SUTvViving corporation. Under the
Merger Agreement, each outstanding share of common stock
of Holding will be converted into 1.5 shares of common
stock of the Company, and each outstanding share of

nonvoting preferred stock of Holding will be converted
fotn _sarnrasimatoly 1 2 chares nf nonvotinag nreferred stock

_Company will make an initial publlc offetlng (the
"Offering”) of common stock that will constitute about
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substantially to dilute the holdings of the two entities

that are priancipal shareholders of . Hold1nqi(and then the
.Company).. These entities (the."Entities") now

rﬁ_srnw n117 i;a_gn =y\nrny1mj-n'lu A0 :nﬂ_‘l’!_narnnni— nf the
outstanding voting securities of_Holding; "and under Step

One will have the same percentage of voting securities in

the Company’as they now have in/Holding, These_entities

will not be purchasing any of the stock in theJOfferlng‘

Thus, as a result of Step Two, the [Entities'/ percentage of

voting shares will be substantially diluted -- to . (O
approxlmately 22 and 15 percent respectlvely.
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exchange offer at any time within 60 days will be
irrevocably commited to make the /Exchange.] It is
contemplated that the Entities will commit themselves . __
prior to the!Offeringito take advantage of the: Exchangen
which will result in their ownership of approximately
hﬁ-ﬁ{
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JThe Reorcanization will not result in the _
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" voting securities of the!Company,> as the surviving
corporation in the! Merger, than its percentage of voting
securities of Holding prior to the Reoraanization.
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Offering -- each of the Entities will end up with a
substantxally lower percentage of the Company.than they

had of Holding immedlately prior to the Reorgan1zation
o l\ﬂ,_l Alan----.-..“i - LY

e —t P t/n..n..‘.n;‘_‘ -
NN W W AAN WA A AA e h T N dd uun.a.lnv’

Step Three's conversion process will obtain additional
voting securities of the Company valued in excess of

’ "‘F 'uh,-nﬂ.nz g E ) IR = Wikl oy ‘

——— I —— - - ————g

securities. However, 1ook1ng ‘at the Reorgan1zatxon as an

integrated whole, each Entity will in fact have a

tesulting percentage ownership of voting securities that

is significantly less than its percentage ownership prior

to the Reorganization. For this reason, the lanquage and
nplt(‘m_f_’- (ij‘:i@l—ign fw_‘iamnisjjﬂinn nf raddan

I aﬁpiicable to the Entities’' conduct.*

* With respect to the swap of voting shares in Step One,
we continue to belleve, as discussed with you, that

A the Entities® acouyjgsition of Companv's. shares is alen
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The Reorganization will take effect if and only
if each of its components is consummated (j.e., the public
‘offering: is contingent on the Merger and vice versa, and
is also contingent on the preferred stock exchange offer
and vice versa.) Thus, we believe that the three steps
should be analyzed as & single transaction. As a result
of the Reorganization, none of the[Entxtles will receive
— ——————vsting scuzteies—thcat ineragse, -dirvecetly or indirsstly,
its percentage ownership of the voting securities of the
. Company, relative to its ownership of Holding's voting
securities. We therefore believe that the exemption
should be deemed available and that no Notification and
Report Forms would be required to be filed by the Entities
or by the Company.#* *

As an overall matter, when the[pnt1t1es*receive
all the contemplated voting securities in the(Company
pursuant to the Reorganization, each will be no closer to
control of the COmpany than it was beforehand.** Indeed,
each of their per centum shares of the Company will be
_significantly less than their respective shares of

naR ww!hw 3;*);‘.41*.‘10-‘-05.,
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agcquisition of vgtlng secur1t1es in Step Three does not
increase either :Entity's/ pre-transaction percentage of

e rr—anTendhd nde Fheplanar _Qiﬂ- 9=~ A met—m_ :
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* “This request does not _apply to any other acquisition. -
of securities in the Company_ by any other person that
exceeds the 15 percent or $15 million threshold.

*% This logic of course is incorporated in 16 C.F.R.
§ 802.21.
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Please let me know if you would like any
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