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Morch 5, 1549

Via Facsimile

Tatrick Shame

Federal Trade Commission

Premerger Wotification Qffice

Room 303

6th and Pennsylvaniz Avenue, N.W.

Washington, 2.C, 20580 -

Rz Acquisition of Vioting Seeuritics of Forcimn snd U8, Subsidisries
Dear Patrick:

I am writing to conlitm advics Treceived from you during a phone conversation an
Friday, Februany 19, 1999 that the following mansaction &5 nol repeniable under the Han-Seu-
Rodine Act of 1976, as arnended, 15 TL3.C, § 180 ("HAR Act” o the “Aect™), and the rdes
promoulzated rhersunder, 16 C F R § 801 of seq., (the “Rales™). A, a LS. peraon is proposityg 0
acquire 20 percent ol the voting sesurities of two subsidiacies o B, a foreign person, ©, the first
suhsidiary, is a Bermuda inswranes company, while D), the second subsidiacy, is a U8, issuer.
The talal prrchase price for the minority interests in bolh sifbsidiarics i 330 million, of which
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than $15 million and itz annual net sales are less thun $1 million. Fuy parpoges of this analyais, it
is assurned that A and B mect the Size-ofthe-Persons test in 15 TS § 18aa}(2).

C pravides reinsurance for u oumber of U5, customers. In 08 most recent [ucal yoar,
the toval revenues C received dndet thuse contracts was in cxceds of $25 willion. But C
maintains no affices in the 1.5, and writes the policies for these 1.8 cusiomaers in Bermuda. Ag
a result, C does not report 1.5, income from those policies for 10,8, e purposes, © doss hold
ausets in the 118 valuad al mares then $100 million, bul these wre cithet “iavestment assets™ as
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these hohdings. Under Rule 802.50(b), the acguisition by 2 U.5. person of the voling securitics
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of a foreign issuer is exempt so long a5 the foreizn issuer does nal hold assets locsted in the LIS,
with A baok value of 313 million ar moere {other than iavestreent assets or voting or nonvoring
securilizs of another person), and did net meake sales in or int the U8, ol 525 million or more in
s mosst recent fiscal yoar. Beeause O does not bold ussets located in the US. to which the 15
millien threshold in Rule 802.500h) applies and has eoly $13 millien in T8, incoms from
investmerts, A's acquisitfon of 20 pervent of s voting securitics is axempl under the Rule. In
additon, becanse A o8 acquinag 20 pereent of D's voting sccunles jor less lhan 315 million, A's
acgusaition of those voling securtics is exetnpt weder Rule 807 214k} (axempting sequisition af
minority voung security interest n 17,8, isswer where apererabe valus of all assets and voling
sectirities being acquired by purchaser from seiler i [ess than 315 mitlon).

Ope possible 1ssue [aised by this analysis is whether, under Rule 801.15, which requizes
aggregation of certain acquisitions undsr the HSR Act. the value of C7s voting s=curitics must be
sggregated with the value of I's voting segurities for purpores of the $135 mifljon threghold in
Rule #02.200b). If such ageregation were required, the total value o the volingsewrrilies 4 is
acquiring frovn B would be aaCl mllllcn,_ :J.r]_d thc Rule 8072.206¢(b) exemptiaon wnu]d mjt bn::
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Under the facts at issoe, no such agaregation would be required. First, bemus: C bus no =533
11.5. asscts tor purposes of Rule B02.50(b) and anly 5173 million in 1§, inwestfent revenue, and et &

17 has less than $135 million in L5, assats and less than $1 militon i ual -net sales, "f";;'e';;'b
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mainlain offices in the U.%. and writes the policies for the U8, customers outside the [R8, is
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deerned not to have 115, sales For purposes of Ruls ROZ_S00R). | aise asked you whethior, under
Rule 801.12, agpregaiion of the value of C's voling securitics with the value of T1's was reguired
for purpases of the $15 mylijon threshold iy Ruje 302 20b). You confirmed that even if D's
L8, asscts and sales sufficient when combined with 73 1o causc the threshalds in Rule
802.50(b) to be exceedbd, s assers nnd szles shonld not be considersd for purposes of Rule
202,500k} becauss Bis not a substdiary of . Based on these coneiusions, A’s acquisition of 20
percent imerests in C and [ would ret be roportable uader the HSR AcL
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