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Federal Trade Commission
Washington, D.C. 20580

Dear Attorney Smith:

I am writing to confirm my understanding of our telephone discussions
concerning the applicability of the Rules, Regulations, Statements and Interpretations
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possible transactions described below.

Description of Transactions
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million. C has assets of less than $10 million and revenues of less than $100 million.
A and B will each commit to contribute $22,500,000 to the LLC. C will commit to
contribute to the LLC shares of common stock of a corporation ("D") representing
55% of the voting stock of D. The cash contributions of A and B will be made in
installments in accordance with the LLC’s funding needs and subject to fulfillment of
certain conditions. A and B will each initially receive voting units representing 45%
(90% in the aggregate) of the total membershlp interests and 50% (100% in the
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contribution, C will receive non-voting units representmg 10% of the total membership
interests in ihe LLC, and which are convertible into voting units, representing up to
10% of the voting power in the LLC.

The LLC will acquire the remaining 45% of the stock of D pursuant to a
merger occurring immediately following the contribution by C of the D shares. A
trustee of C will enter into a non-competition agreement at the closing of the

acquisition of D in consideration of a payment of $1,000,000. D is engaged in a
eprvire huginese and hag agcate nf lacs than 8§10 million and ravennecs nf lece than

The obligations of A, B and C to make the initial capital contributions to
the LLC are contingent upon the consummation of the acquisition of D.

The LLC’s organizational documents will provide that a Board of
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LLC documents provide that, initially, the A Managers will be either employees,
officers or directors of A and the B Managers will be either employees, officers or
partners of the ultimate corporate general partner of B, although A and B are not
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C, the other member. Each member will therefore partncnpate in the management of
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the LLC through its own representative(s) on the Board of Managers and will not rely
on unrelated, appointed managers.

Rule 801.40 applies only to the formation of a joint venture that will
result in the venturers holding voting securities, i.e., securities that entitle them to
vote for the members of a board of directors or its equivalent. See Rule 801.f(1).
The FTC Premerger Notification Office has taken the position that where an LLC is
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See ABA Premerger Notification Practice Manual (1991 ed.}, interpretation No. 195.

We request that you confirm our understanding that the parties to a
transaction of the kind described above are not requnred to flle a Notification and

R VTR i = AL (e ARR e ) v, Wi |

Sincerel

%‘lw&leC &LP“*’O A;LB ¢ W

- a A 3
,JJZ 2t

g P A e .40 &%3 W . |
LLC A @:‘5& o.z'q,‘««e.(r)m T ,,_ikﬁ ] / 1('7(? 0. ,/,._quQu





