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BDrear Br. Smuth:

[ write to condinm our telephone caonversation of Tuesday, August 24, 1999 In which we
posed the falowing sintation to you.

Cempany A is a general parmership. Company B 15 a hméted parmsrship whose sol=
asset [s 2 17.5% gencral parmership intorest in Company A, Compiny B s in tum ownsd by twe
corporations, C and T3, Comporation C owns a 30% general portnership interes: in B; Corposstivn
L= 8 - e oo TS uia oxtafi a rintied Lo B WY ™00, o 25T
Corparetions C and I each have total assets and anoual sales of weil below 335 mitlion. C7s
only #3285 are “he peneral parmership intetest in B and balance sheet entry entitled “step-up
ipvestment.”™ D's only asset 14 its partnership interests in 3. Both C and D ere 1005 owned by
Uitimate Parszt Entity-1 ("UFE 173

The acquirng person (“LFE-2"™) is in negatiations to acquire, direstly or indirzctly, the
'L_j_-’.l!!_ esienim ] et laim dmemant e d rrdmich 30 oan e helA B B BHmeted necbnos b .".'l-n\
tetal consideration to ke paid will be approximarely $25%.26 million. Negouation of ths
transaction is onpoing and for contractal or tax readans it s possfble that the asgqusilion of e
17.5% general partnership fnescest could take ary one of three forms:

(1) Arquisition of the 17.3% geceral prrtnership interest directly Fomn B Lenived
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2} Acgaisition of 100% of the peneral and tumitzd purtnership interests of [ by
purchasing thesc interests Jom C and D, As we discussed, tiols would reselt in UPE-2 liolding
100 of B limited partmeratup: but sinee B's orly asset i the 17.5% general partnership interast,
thlz transactivn wonld also be exempt.

ratiaction is in substanee enly an Indirect purchase of the 17.9% general partmership interest
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acquisition of voting stock far 2 priee in excess of $29 million and therefora not exempt under
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wi relizved, and you agreed, that the acquisition of this LLC interest was not reportable, I
addition, we agrewd that it wonld not change the analysiz shove with respact o the 17.5% genersl
partaership interest which B hiolds in A,

Throug: a subsidiary, UPE-2 cunenfly owns a 27.3% geoeral partnership intercatin A.
Therefore, after the transaction is cormpleted, 1t will controf 65% of the geners! partnership
icterests in A for H3R purposes, (lough its ceonomie inferest will be less than that becguse it
wottld hoid only 1% of the T.1.C deseribad in the preceding paragraph. This existine 17.3%
senetal paninership invevest in A Likewise does not change the foregaing analysis.
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Thank yau far your ealrtesy in discrasing the Hart-Seot-Rading ag

Wil us. Far qur woonds, we would sreatly apmeciate it if yay =ould eonfitm o us after revje
of this l=tter that, a4 stared during our Aung

Ust 29 re L VEIENOr, Yon agres with the
above analvsis. My direct telephans line i“

Sincerely,
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