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Mey 3, 1999

BY TELECOPY TO (202} 326-2624

Michael Vearne,
Premerger Notification Office

Bareay of Competition, Room 303

Federal Trade Commiss'tun

A gDy b T & - "
Washington, D.C. 205!10

Dear Mr. Veme:

The purpase of this letier is to confinm our undecstanding that po filing would
be reqmwd in connection with the transaction set forth on the attached Transacucm
Deseriptian,
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The issues are the same s we bave previously discussed on several oceasions
with respect to considerations or “roflups”, In fact, this is the same company that we
dicenased last August, except that there is a private placement of prefersred stock rather than
an IPO of common stock and the total number of businesses involved is less. For your
convenience, 1 have attached n copy of' the correspondence fom: fast August.

Sheugld vews peve pov ouestiong srneerningshis maner, plesse dopor besitate
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TRANSACTION DESCRIPTION

Carprgetiond vap ferned for the possoow #F 2ogrinng meeFmm cogpeecses MBI Gy
1761}, Corporation X is its own uitimate parent entity and will 5ot have sctive business operations
el the Hrst acquisitiona are mede. Corporstion X does not have anmual net sales or totaf assets in
excess of $10 eillion

It is proposed that Corporation X arquire aix busincsses having six differant witimede
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Caorporation X.

Business A, the largest business, has annnal net sples of approximanely $22.2 mittion.
has potal asseis of approximately $12.2 million and will be acquired for more thazs 15 million. Each
of the other five businesses has annual net sates of less than $20 mitlien, has total assels of Jess than
$5.2 million and will be acquired for kesa than $13 million, The apgregate annual per sales of all six
bupinessez is approximately $80.% million, and the aggregale tofal assets is spproximately
$25.3 million.

All acquisitions will oceur simulianeously, along with a private placoment of
ippraximatety 310 millior of voting preferred siock of Corporation X with investors. The ultirate
purentt entity of ooe investor, Tavestor Y, has total agse1a i excess of 3100 milkion. The private
placament is nocossary to raise the prosssds to pay the cash partion of 1he consideration and is 2
candition to cloging the scquisitions.

loveatar Y will acquire voting preferred stock of Corporation X for approxicsately
38 million, which stock will mepresenst loss than 50% of the veting securities of Corpemation X, and
Investor Y will not have the nght to elect 0% ar more of the directors of Corporation X.
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vlosing of eack of the sequisitions {5 that all six of the businesses be sequired; howeves, this
condition can be waived.
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which would also adversely affect the private placement.

Business A Is ecguired. However, because of marker conditions, there is no asaurance that the
transscton will close even if Business A is acquired.
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fhe ulimats parent entitivs. i is glse our ynderstandtng that the 1L will permit the acquating entity
to determine the sequence of the soquisitions and fie privare placement if (a} there is a valid business
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the other five businesses to be ecquired in order of revenues. Corporation X then proposes tr
sepence the sale of the preferred stock after the sequisition of the busineszes,

QUESTION
Will the acquisiticn of Business A by Carporaton X, and the scquisition of prefumed
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QIR UNDERST ANRING
Corporation X bax g valid business puarpose for making the acquisition of Business A

fivsl, in that the tenssctions will Tkely be not consummated without the Jargest business being

. soquired. Altermatively. if ane of the smaler busiesses were not acquired, the zassaction oould il
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k. that nvestor Y will not purchase the preferred stock unless the ecquisitions of the businesses have
: H iz our understanding that the sequisition of Business A4 would be excmpt because,

& the time of the acquisition, there iz no $100 million peeson for purposes of Section 7A{a)2 of the
Act, It is mlsa our understinding that the acquisitten of sach of the five other busineases would be

exernpt onder the minimum dollar value exemption of 16 C.F.R. § BG2.20 in that each of those
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