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February 20, 1958
¥ia Faceimjle
Richard B. Smith, Esq.,
Premerger Notiicatior: Office,
Federal Trede Commission,
Burzan of Compenition,
Sieth Street and Pennsylvenia Aveme, N'W.,
Eaoom 308,

Washington, D.C. 20580.

Re: anuc:s‘l ﬁ)rInfnrmul Interpretatmn Purzuant to lG C_F R § 303 3o

Dgar Mr. South:

T write 1o follow vp on our telephone conversation on the efernooa of
Februzry 18, 1926, During that dizcussion, I described the following transaction without
identifying any of the perties to the propusud acquisition:

) & all of the voting securitiss

Q a foreign issuer within the

mhearing o 1:} ullimate perent entity of the
persen within wim:h it is mmmed a forzign iseuer and bas no
stles or assets in tha United Stmsmis engaged in an «fomn to
develop 2 new multi-purpose digital stem for data starage (the
"Product™} However, thas affort has proven castly and has yet te result in
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the dwclopmu'lx of the Product in commercially selable form.  As e result,
- has atternpted 1o sfiract ather investors for the praject.

F'.-‘ — _l.._l_.-
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ComiEmplated that a new corporanen | Newos”) would be created to winch
would contribute all of the voting securites o in cxchange
n-votmg securitics of NMewca that would be ¢ mto voling

el of Woamro et mcmsrcmmiae s ron aloars e immd oe tho Tt Qenis
q-fﬂf""ﬁ‘ .
i

Newoo would be sold ta the Investars. The Investors mcluda a major multi-
naticmal corporation headquartered ant incorporated in the United States, and
varioud imvestment partherships and individuals.

The Investors’ acquisiion of Newco stock would oecur in three stages. The
frot maze would ocenr in two perts. In the first past. which would transpire

COMMDUIE 1N Ine IEETCHAIE 3143 MUNDD 18 EXCHANZE I0r NEWED VOung
securitfes. Tn the second part, which would oceur in quarterly fimdings
shortiv thereafter tbe Investrors would contgluge grgdditiongl 217 9 million -

This contribution obligation is conditioned on the absence nf a materizl
adverse change m the business or copdition of Newco.

In the ser:nm:l stage, the Im'eslms wnuld contribute an aggregn:e of §15
j F_e_-.ﬂ.. ... T . AL . Lr o

the Pradm:t 5 aclnmm certain predete muntd pezfnrmmc: and Pmdu:t
shipment benchmarks, While cets that the Predyct apd Newco
i arhigg thrse = andpode o thr preserited purgy st e -~
certainty that they will I the Product and Newco do not achieve the
designated benclunarks for sither the second or thind stage oF corfain Other
conditions are not sgtished, the lvastars would not be required to pay the

Eﬂmﬂ apmassed haet sareatdd ot nlnan ramaes dhe e d i T R e
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stock to be distributed in that stage. - would not receive any additional

’ - mmfei= w1 af thoatnane
a

h J'JI__.‘;(._.-M.: by r-w. Ejﬁyxh tHhn mostias_owal o

sabstaciion ot thc NOTNCATION Ak WAITNE PENCD ITQUITIOONS \WIE  KOGLILEMARLS j 01 ik

L padoan il e R B kit b vha Dlaamiramomie Yo conegred that slthoa ok b
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Requiremnents in the following circumstances:

The Neweo stock that would acquire would nat ermitle to vote
'fr A g T T e -:'i il <1 L 'D..; wmrman s hase basy gatimSad
with respect to - acquisition. Rather, upen formation of Newcn,
' Mewoo shares would e constdersd convertible i voting steck wpon
teceipt of clearance under the Act, Thus, that stock would conshimte
“copvertible voring sscurities” within 1he meaning of 16 C.FR. § 801 1{]2)
and its acquisition would be exempt from the Requirements under 16 CF ®_
§ 80Z2.3]. TInder this approach, Newco shares would be treated in
sccordance with the treatmeot of “white aguire™ prefered stock in
Interpretaticn Mo. 98 of the American Ber Association, Fremerger
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INTETESLS 1 MNEWCO 10T IT ERTEEATS AMOUIT OF 5.3 MUNGA (L payLisuLs
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Io_addition. inasmuch 2s, under 16 CFR § E01.40, a joimt ventre
___l__._.!-_-f_ =.
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1t would et be necessary for any party to comply witk the Requirements prior
1o consummarting the fornation of Neweo.

!Imtmd,-mu]d fite a Pramerger Nutlﬂca.tmn Rapor: form and Comply

3 il ME"‘,&:L‘;*J-.-I.—— “tiy pPam nm
e }Jl:lsun:mun WORIG TIE 85 TRE ACQUUTO person. 1he

- - conversion would not occur untl the waiting period had expired in
o -d-l-_r—t_rlfl_"h-- L’-_'_-j 1 L]
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Sjpﬁ]ﬂrlj pack Trvestor woafd have tn detarmine whother ire soommeetic
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an aggrl:gate of at Il.-.a.st SD% or more than 515 million of Newen securities
(valued in accordance with 16 CER § B0L.10(s) and 16 CFR.
et e e

excesd those lm'ntsa,s arcsultofthenewanqmsmon (a.nda.l.'l uthe;r
Jurisdictional reguiraments are met), the Imvestor would be requined to comply
with the Requirements prior to proceeding with the azquisition.

Ajthongh we did nee digeuss the matver durmg our telephone comversation it

would appear thst the same resolt shonld epply even i to receive the right ro
J'h‘“"““m- rF Mammn?s fivm diraryaee petTTuNAr fa otk lomdd rma? [t e r e r®
as all of the Neweo stack is voted s a smgh: class for purposes of the lection of directers,
" contractual right would rcwuie the equivalsnt of 20%% of the voting power of

ewco’s securities. Howewrr, * holding of Newco shares wonld initially have oo
voting power (becanse aharas would not carry the right to vore for Newca dlrccturs
at the time of Newco's ) and would increase to () 77% if the comversion o

shares occurred bofore the second step of the Grst stage. and {ii] 63%5 if VETRION

[ A=

= - the ooe-to-one conrelation between contractual voting pawer and the vollng power
resulting finm conversion of its Newgo shares necessary ta deem Newco

buldings “voting tecyriies”™ for purposes of the Act.

Inasmuch as time is very much of the esscnce in connection with the
coprexnplaled Tensaction, T would appreciate your informing me promptly as to whether you
concur in thy conclusions set out in this letter.



vzvaas 1731 xR N

Richard B, Smith, Esq. e a
As always, we appreciste your attention and consideration.
Best regards.

Very truly yours,
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