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Federal Trade Crinmission
Premerger Notification Otfice
Room 300

5th and Pennsylvunis Avenns, N W
Washingron, 1.C, 20580

Drear Mr. Smith:

This will eonfirm our conversation on Februay 17, relative to e control pravisions ol
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We discussed the followimg hypothetical situation:  Usmpany A, a trelgn dssoer, has
several hilhon dollars of sules sl wisets o the United States.  Cocopany A owns 3045 of (he
izsucd and outsianding veting securities of Compapy H. another toreign issuer  Company B has
no a%se1s in qr 2ales inoor inio the United States. Howewer, Company B owns 40% of Compauy
C. znother fuleign jzsueT, which hus approximatcly 5300 million dollars of non-manufacturing
siles i oor info the Lnited Stares. Commpany A proposes W acquire e rema@ining vouiog
securities of Company B which it does oot cermently own,

Under the taws of the counry 1 which Company
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shareholders have ot attended and voted wt Company C's theetings of it's sharchalders,

We discussed the question whether the HSR Act and the HSR Keguolations would reguire
Company A to file a premerger netification filisg o Sonmeclion with s acquisition of the
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oulstanding votng securities of Company B ihai Company A does not cutrently own., As we
discussed, the unswer ko this question would fuen, o parl, on the answer i anather guestion,
i.e., whether Company B coarrols Company C.
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follewing three ways: (1) direct vwnership by once entity of 30% or more af the issued and
outstanding voting secucilies of the other endty; (2) possession by the first entity of the
contractlal rght to designate SU% orosnore of the members of the boand of directors of the
second entity; or (3} 2 combination of sufficienr voting rights and conuactual power 1 vote the
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The Tact that the taws of the coumtry waere he 15suers were organized deemned the first entiry
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Thus, a= Company B owned ooly 0% of the votunpg securities of Company € and Jid
not hove any conlractuad rights to vowe the other shares of Company €, you concluded hat

Company B did not contred Clompany (. As such, yuou concluded Farther, for purposcs af - )

Company A's acquizition of Company B, that the sales of Cempany C m or into the United

States would not he imputed w0 Company H 10 determining Cotopary B's tota) sales in or into’

the Elnited Statcs T Cumpany B does nal bave the requisite sales ot ussets in or inte the United
States, the acquisition of its voting sceuritics by Company A would aot be reportable upder the
HSR Act. Please call e at (202% §72-53 75, 1t 1 have misstated your interpretation of the HSR
Act and HSR Repulatioos to thiz possible acquisinon of Company B by Company A.
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