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October &, 2000

BY FACSIMILE AND FIRST CLASS MAIL

Mz, Michasl Varne

Premerger Notifieation Office

Bursan of Competition, Reom 309

PFadaral Trade Commiasien

Ath Street apd Pepnaylvania Avenue, N
Washinglon, DO 206880

Re: ISR Advice
Dear Mike.

I am writing ta you to confirm my yndarstanding of a talephane converaation
we had on Qetober 4, 2000, Following is a deseription of the transaction ] described to you
in part during that conversation, ineluding additions] facta we did not discues on Octobar 4

A T3, and C ave each their own ultimate parent enticies {"ITPE's") under tha
HAR Act and its implemenizng repmalations, A, B, and O will form a limited liability
company {"LLC" to acquire assets that comprise an operating nntt of ¥, A, 11, and Cwill
contribute to the LLC at the time of its frmation anly the cash needed to acquire aescts
frore Y. 1/ The LLC will not have ragularly preparad finaneial statemaents ut tha time of its
formation.

A ia guarantsed an annual payment of 109 of A's initial investment
ameount, 27 and the right to xppotnt one of LLC's five divectora. If there is & defaultin
guaranteed payments, A will get the right to appoint an additional dirsctor. Upon the
limuidation ar eale of LLE (or its assets), A will veceive 49.9% of the proceeds of ths firet $12
millicn, and 40% of any proceeds in excess of $12 million,

I It is contemplated that LLC will alan borrow money from a third parly to help pay
far the ansats af Y.

2 It ta presently contemplated that the gearantsed paymente will coma fram LLC's
profita. If profits aven's sufficiant, then the payments may come from A's and B's capital
Acoonts.
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B iz guaranteed an annual payment of 6% of B's initial investment amoumt,
and the right to eppoint ona of LLC'S five directors. [ there is a defanlt in puarantesd
payments, B will get the right to appoint an additional directar. Upon the liquidation or
sale of LLC (or its asaets), B will receive 49.9% of the proceeds of tha first 12 million, and
208 of any premada In axcena of $12 million.

C will be the mansging member of LLC. C will nut receive, in exchange for
itz inveatmant in LLC, any pusrenteed paymenta. However, C will have the power to
appaint thrae of LLC's five divectors. Upon the lquidation or sale of LLC (or its assets), €
will receive 2% of the proceeds of the frst $12 million and 40% of any proceads in exessa of
$12 million. C ar an antity under common control with C will manage the sescte of LIC, In
exchange for ite management servines, £ will ba paid g minimur fived monthly
managerent fea plus & contingent fes baged on the financial parformance of the assets.

The contingent fee will be 100% of the profits of LLC after distribution to A and B of the
guarenteed pavments described above.

Under tha facts deacribed above, and based upon our telephane conversation,
T undoretand that LLC would bs deemed ite awn UPE at the tima of its formatinn. Beenuse
it will not have regularly prepavad financials ab the ime of ite formation, and because it
does not have to inalude in ite pro forma financiala the money contributed to it by A, B, and
C o acquire the agsats of ¥ or the money it will borrow from a third party to acguire the
assete of ¥, LLC will not be a $10 million person et the time it acquires assets from Y.
Thus, LLC's aequisition of asaats from Y would not be reportable under the HSR Act.

Pleage call ma to confirm that my HSR analyeis of the transaction described
abuve im cozrect. As always, thanks for your help.

Besat regards,
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