TR I AR B NRS

Via Facsinile

Thomas Hancook, Esq. -
Foderal Trade Commission
o

2y Notitimat{nn Duwaas

e S — - ey

Dear ¥y, Rancock:

! In our telephone conversation today, I referred to oux
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Act of 1976, as amended. As you requested, I am writing to set
forth the new facts and the questions I posed to you.

Corporation A holds aﬁggtely 48% of the
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: in several enterprises. Neither Corporatfon A nor its ultinmate
j parent entity regularly lends money. .
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Corporation A made & eubstantial loan to X, which wag
sscured by X pledging to Corporation A his 20% of the coxmon
shares ©f the Issuer (thé #Pladged Shares”). The loan and pledge
sgrecmant was negotiated at arms! xen?th. The loan is now gn
default, Were Corporation A to acquire the Pledged Shares
through forsclosure, it may not resell those shares, either
becauss of unfavorable market conditions or because if prefers to
hold & larger staks in the Issuer,

, Corporation A is now considering three optiona. My
question iz whether some or all of these optionz are exempt from
premarger ceporting under the HSR Rules.

1. Undgg the loan and pledge agreement, Corporation A
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texninate this power to vote the shares by curing the default.

] 2. Under U.C.C. §9-505, Corporation A may give notice
to X that it proposes to retain the Pledged Shares in
satisfaction of X's debt. Title to the shares would
- B O e -

3. tnder U.C.C, §9=-504, Corporation.a. may sell the
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ié sale, and may be the highest, if not the only bidder. A

would acquire full title and interest if it purchases the Pledged:
Shares at such a sale.t
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busiﬂegsc" premerger reporting would not be regquired under any of

thesa optione, since all are, at most, "an acquieition of
collateral . ., . in foreclosure, or upon default, . . . by a
creditor.® I aleo suggested that under Option 1, where
Corporation A votes the Pledged Shares only as fledgu' it would
not make an acquisition of the ehares thereby since (a) X would
retain the beneficial interest of those chares, (b) cash )
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Thomas Hancock, Esqg. 3 March 16, 1992

default at any time, the situation vas analogous to a revocabls
R%g which i8, to my understanding, not an acquisition under the:
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