F.2

Sl - G A3 2:_

o H B 3L AL
T s TR EL&(, ._5}1 3&3\ (.:D\)
half™

"

Tuly 13,1899

B  HSRFiling Tasuss

Dzar M Ferkingstad:

Ar yom my recall, | and T spolee with you 0%
teluphons o0 wopday, June 28 g T L P ieen in CONTTOHELN with
pamenetion boiween pastics {hat 0¥ Firmn repregents and partics et

upp:eciaﬂcd e Sens emdl pusistanee. BY thie lettse, we woutd 1 the matiers that we

Tt Iy our waderstending fram onr CORVELEATIOn with you that where £ eroporadon being aequirsd
has oubstandtng convertible voring secupites (Qptions nd warrppts} that will e cercised ipmmedintely
before & COTCApOTEnecusly wifh the closiog of the irenaaction, it is pecosSATY 1 fderaify the “wuitimats
pater epkit™ (UPE™} of the aoqguirsd ancporatiot o & Uy pi-exereise” hosis. Therefore, i

- T apgiolders each of which bolds 5% of e

3y gapcmize reitirch:

ar g ppenora hgacquhudhﬂsoum&iﬂg convertible TOtAg SEMIITTS Lewst 7 =22~
i N l‘imwmmﬂmmly with) the

SO TH L AW T e —

iy  becguse of guch exercige, 1o person il held 58% o mOES of the outsmding ¥otzlE,

geoutiues of the vorpotion being ancpired (T, the cae of & contampuraacond

cnareise, oo peroon witl receive SU% fy mOTs ofihe punslderation belng paid in resprct of

tite vokime seciriies of the corparation being anqui:aad}irtmﬁmsﬁfcmm:aﬁﬁu of
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In order to enemve that we provided you with aJl relevant information conprning this issue,
dieanggad below are the facts of the proposcd trimstction 85 we cutrontly undezstand thern, In short, the
tranyaction involves the equisition by a public corpocetion {“Corporaticn A™) of the voling sceurities of
toro mrivate sorporations (“Corporation B™ and “Corporation U7, for consideration in the form of vofing
securities of Corporation A, Corporation B end Corporation C have two compgnon 50% stockholders .
{“Stockhalder X' and “Stockholder ¥™). Corporation C bas oufstanding oplions and warrants that will be Ny
exeroised immediately before or contempezaneoualy with the consurcmation of the wransacticn.

The option/waganl jssue docs not pifeet oor anslysiz wid respect o the soguividon of vorng
pecurities of Corparation A& by Stackbalder X end Stockbolder Y. As distussed in Seotion 4 beles,
Stockholder Y will not fle as an acquoiring person because Stockhelder Y dees net mest the see-of-
persen filing thresheld. However, as discussed in Section 3 bclnw, .‘:tooldmldsr J( w:Lil file as an scqmru'lg
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wiether o filing pst be made it connegion with, the tratwaction.

"I'hﬂ aptipnfwarrant ﬁm ﬂuc:q, hﬂwavcr aEEc:t aur cunc]uxmns with regpect to wh:’dmr
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vuting scourities of Corporation B and of Cumwatnm C. Tf the excreise of the options/warrants were
ignored 1or HSK, filing purposes, Corporation A would be the acquiring person for two soparate acquired
prTEOnS: {Smcldmldcr X as ﬂ:l.l:; UP'E of Curpor:a.tm-n B zud Cuu.'pm‘atlm C, a:nd Sw::khold"r Yas e UPE
P e R - - 4. a

the Canpmaunn c uptcm.s and wigants, for pioposss of devermining whether Corpotation A mmmst file a5

an acquiting percon:
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trepeaction of aize-afipersona threzholds (Qaa scetion 1 belowy; and
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Therefore, Corpotation A would not file a8 sn acquiring persun i comection with the scqmsition of
voting securities of Corporetion B and of Curporalion C. As noted above, bowever, Corposation A would
T — wuﬂw_iﬂmnmgﬁnn writh depranes af Coreraan A satimcn ainals o Steekdalder X

OMSF]5e INMTAETEL 10 LOTPOTATLON A 300 WHLNLY UDTEIE G I LARPEREEWLL Ky W UL SN Yy LIS I EL

A and Stockholder ¥

Hecanse, when detemined oo & “post-cXercise™ basis, Corporation B and Corpozation C will have
different UPEs, the following fectuz] discnssion relating to the sequisition of the voting securities of
Corporation B and of Corpommtion C is eeganized en that basis, rafher than on the basis of an scquisiion
of voting sscurities form Steckholder X and Stockholder ¥, Thie discussion 23 followad by a factual
Jigeneszion relating to the acqpisitians by Stockholder X and by Stockholder Y of voting securities of
Carporation A znd, finally, by our vonclusions regarding HESR filing requitamnents in copnection with the
transaction.

L Ssitiyn by © ation A of Vofing Seenrities of C an B

Corposation A, a publicly tradad company, will acquite 211 of {he cutstanding voting securities of
Corpotation G #ram the swockholders of Corporation B, The cangideration for the voting sscorities of
Corparation B will congst of 1,454,544 shares of Corporation A comreon stock, plus sertain contingont
Tights to reccive Corporation 4 coramon atock (the “Contingent Rights™). The Comtingent Rights arc
convertible imin Corpomation A common stock if and when cenivin events cecur following the
consworaston of the trapsaction, but will not presensly sutitle the holders thereof ta vote fut directars of
Ay emtry.




MO, FER =3

JUL .23, adds EESIPM —

Mr. James Farkingstad
July 13, 1999
Page 4

b, Sfze of Thegetion

W@mw&mﬂ%ﬁmg vgtine gerlritien of Coamaratine B Caranradion

The tumbter of shares of Corporation A commoen stock to be iswued ih exchange for the
l."‘.mpota‘.lm B pommr.on smck at c]usmg {1, 454 544 sha:es} was set has:d o Cmpu:atmn A c-::mmcm

16 CFE. 801.10, was grester than 10 518 per share,!
L. Aequigiiion by Coxporation A of Voting Securities of Corporation C
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Apain, Corporation A s ite own “nitimazic parent entlty” and has total assets in excess of $100
million. Cerperation C does not have annusl net kales or fotal 2882ts in of $10 million or roore. However,
Stoniholder X end Steckholder ¥, in addilion to bemyg steckhulders of Comperation B, cwrently each nwa,
50% of the cutstending mmmnn stnck oanrparanm C. Agﬁ.m, Stockholder X hag Iﬂta] assels or anmzal

[ e g e s

The only othor oumtanding "vwoting securities” of Corporstion C s “convertible voting
securitice” consietiug of ontions 2nd wantantz 1o agguire cotmwnon stock of Corporation C, wihich do ot
presently entids the holders thereof tp vor for ditectors of any eqhry. These options shd warrants are
held by severz! oabiral parsons wiher than Stockholder X aud Srockholder Y, and boocome exerpiszble
upon a change of contral of Cotporadion C. It f2 caprently enticipated that some ar all of such options and
warmants will be exercised in conjunction with the conmmmation of the maneagtion. If al] sech ophions
and wanants were exertised, the commeon stock af Corpogation A, to be paid i exchangs for the common
stock of Coarparstion © at closing would be peid in the folowing proportions: Stockholder X — 10.43%;
Stockhalder ¥ — 30.43%; and (ithers — 39.14%.

1 At 8 "meket yrice” of 161 §F16 per Bharn, the Towi value of the Corpogation A cottimen Stock o be issued st closing fn
exchengs for Corperalion B admroon stoek woakd be 514,000 505,
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Ofcontze, even {f less than afl such eptions and warrants were excrsised, the oxercise of a1y suck
option or warrant would reduce the holdings of 2ach of Steckholder X end Stoekhelder ¥ belaw 5044,

B Sizz of Trgnsgotion

Altheegh Corporation A will acquite 100% of the voting securities of Corperation C, Corparation
C has total assets and armual net sales of leas than 525 million.

The number of sharee of Corporation 4 commop stock fo be issucd in exchanpe for fhe
Corporation. C eormmaon stock ot closing (3,090,909 sheres) was set besed or. a Corporation A commeon
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WRIUS O ThE L.ofpOlation A cotnmoent #ock to be 12taed In eXchatgs 1or Lolpddahon U Commmot ek at
closing will be above $15,000,000 wnlees the “mearlet price”™ of Corporation A commaon stock, as
determined under 16 CFR, 801.10, drope below B4 775 per share®
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727,272 sharcs in exchenge for 50% af the commoen sock of Corporatien By

- 9405631:015M4545haresmaxr:bangeﬁr3043%m509ﬂ%0fﬂ1ecommmcknf
Cotpuration &;1

o 1565455 ghares in vedsmrption of ab eXisting note frorn Corporeton A; wnd

+ up o L313,151 slmmsmoonvmmnafluanathalmybc'radchysmcﬂwlderXro
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* As 2 “merket prige” of £ 1316 per khare, the feel value of te Comuraton A comtmon siock t e ismed . clusing in
extiange for Corporation C eommen stock would be £14,824,099,
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rhems 1LY, ) EIUETER TERTTIANt 1 AEZTREAN Niumber oF phares that fuky Bé 19508 i StOCKROMET X i SWeknolits Y
U convermien of lans in in appregate amolnt up o §i 0,000,000 thet may be made by Stoctholder X and/or Spwkhalder Y, at
& cyrmversion. rare of 1 slmre for cach 55,50 Stockholder X hos mevionsly kapad epproximaicty $3.85 miltion, which will be
mvmg mﬂ% approwimarety 700,000 Sures. It ts currentty soticipates that acidtions] lams by Siockbelder X, if any, will nof
eecwrd 18
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Rights will not presently entiide the hiolders thereof to voto tor ditectors of any cotify.

a. Size of Peyoong

Clorporation A is its own ultimate paremt entity and has total assets i excess of F100 million
Stockhelder X is & oaivral persen end, therefors, 15 its ovwn ultimete parent enfity. Stockholder X as totl

“I 2 - T -
b Size of Dumsecrion
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cxyhanged, redermed or comverted. At a curen: aﬁpmaimare macket price of 55.00 per thare, the
aggregaie value of 3,233,100 sharea of Corporation A, gommeg stack is 23,099, 610, and the agpregare

A w_ﬁfg
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e D40, 563 to ]ﬁs_’ﬁ 454 shm:s in exahange for 3043% f.o 50.00% of ﬂ:m commm stock of
. M

L i

Uarpératon 5 end'or Lorporetion T prior o the closmg of the NaNsacion. -

* The nuather of sheres Tt will be Immed to Stoskholder ¥ in exchange for conunan stock of Corpoteten C Wil depend
epex e extent 1o which the thisd-party warapts and egtians fer the purchase of Corporation O common gock amm exmreised
prior to o guntemparaneoushy wilh the soomimrmation of the tronsictien.

* Theso 1,618,121 ehire rqmesent the ageregate mnmbey of shares that mey e ismied o Stockhelder X and Stockbolder ¥
iyl ey = sl VLTS W G § LT e TS 1

vanverted fto appruximately 45,454 sheres, It 5 eumemlby snfcipared thet Sroekhoider ¥ vill not meka a significan: argount uf
afddidong] [anns.
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AB additicnal consideration im'ths vnfmg stock of Corparaton 13 and Corparation C, Stockholder

- Y .
= ,_..d_ » . e
L .4,

—t BV wE —

%ﬂ""ﬁﬂw i ' |

The number of shames fo be zeceived by Stockbolder ¥ was 2ot based on an exchenge or
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shares of Corporation A common swook 15 $36,815,163.

& et Ly

Stockdwlder ¥ muy serve ay an excoutive officer of Corpotution A following the comsurmimation
of the trimeaction.

th

Based uypon the abuve facts and wpon ow understanding of the FTC's position an the
wptionfwarrant issue discussed mt the begiming of #os lerter, we have conelnded the following:
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’ EXCNangc I0r Lrparaiodl B Sonunon swsE 18 edual o of Cepes(d sl milen, ocoanse !

Corporafion B does not have annm] net s2ies or total assets of $29 million or more. If the
apgrerats market price afsunh comenon stack does maeﬂ 515 uull.tan, then Carperation A musr
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VOUNE FeCirmiies o Lorporaflon &, with STockholdsr X as the aoquiped persom, on ﬁe 59515 0! ﬁﬁ s

following:

(@) Corporation A is jts own “nltimare parent entity™ od has total assets m excess of 5100
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(6)  Corporation B has two “ultimaté parent emtitics” {Stokholder X snd Stockholder V) but
nd o };rru-_l Flh:l‘l‘ e -

Corporativn C s its own “ulirpats parent cotity™ and does nof kive anmuzl net sales or total sssets
of $10 million or more. The eoochosion thet Corperation C it its own "ulimaie parent entify™ is
besed oo the following:

warants) held by tlird parties, seme {or o) of which will be sxercised mmediately
befute or cobtetrporancousty with the consienimation of the transaction;

fiim i bt ¢ A 7 I o o g gy -
securibics of Hx corporalion being wequired {or, in the sz of @ contanpotansous
exersize, o person Wil recedve 50% ar more of the considstation being paid in respect ulf
the vntlng secuortiss of the corperetion being pequired); pud
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Btockhalder X will file a8 a ttqoiring pérson, with Carporation A o8 the acquived person, based -
of the following;

{a} Cexporation A io itn a=n "“uhinode parant entity"” ond bea totl necoebs in wmesne of $100
million;
ML Ff‘\_,*.'l izr;a - = L) - — i
| - =i
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fc) ‘The value of the voting gecnrities befng acquired will {likely) cxesed 513 millim; and

E_. P R R T ] .J,,TFJ ﬁﬁ.ﬁ.gﬁﬂﬁ?i'c,-.;w B s . T T I AR~ SR, na

Ll




MO, B33 [ L

Ve o _

‘..’[ Tyveen B alcwara -

. —
L ‘¥ :
- —E I0% ECcQuisiions Uy SWOoAIDIME A ANd UY STOCANOLORT ¥ 01 M ONLNZeNL IGIE ane 01 OUer

comvertible voting securities thar may be lsfucd in related transactions are not themselves sobject
{7 1hg cgoortine recuirements of HSR Ao, Howevpr. the subseanent conversions nf these:

- and oy r\:qm RO TIOnAl mmgs TF e relevant ODTIcanhon RCaR0IoE BIC DL,
&bl pgt-agrdwaerd i i :ﬂ ?"W_ﬂﬂﬁmmm_

vnung serifities of e corporation that is otherwise umrelated tu Corporation A and wholly inrelsted to
Corporation 3, Corporatiom C, Stockholder X and Stockholder ¥.

If'm.lr undm‘l.and.mg of the nphon"wmam 5oane ﬂm‘s wu: d.lsr.usscrl on Z'hmr: 23&1 13 mn:nrrect, or ﬁ'

Thewk yoe sgaln for your assistance.

Very tuly yous,
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