D&cf::_nl::r g, 2000

Mr. Mickss! Verne BY TELECOFY
Pederal Trade Commission (202 326-3624
&00 Pennsylvania Aveoue NV, Roon 301

Washington, D.C. 20550

Re:

Diwar Mike:

Ta confirm our telephone conversation this metning, we discussed a hypothetical fransaction
atong the lnes deseribed in this letter and the attendant implications under the Hart-Scott-Rodiao
Anbirust bnprovements Act of 1976 ((he “Act™).

Venture A and Venture B would propose to cater info a transsction resulfing in Venlore A
and Venture B each holdmg approxunataly 47.5% of the vating securities of Holding, Liolding has a
. whu]l}«—r:rwned subsidiary, Cporating. FﬂIluwmg the wansaction, maoagement personnel of Operating
_would hold approximatehy 5% of the viting se:curmcs ul Holdm,g For purposcs of this memo, round
Humbers havc bccn used

Venture A and Verl.l.‘ure B wmlld estab].ls]:l an anterpnse vahue for Holding of $65 million
l]ullﬁm- which would be doenmanted in the Purchase Agresment The parties would assune that
Heolding hes $20 millien dollars in exining debt. Subtracting the $20 millivo doller debt fgure fome
the 365 million dollar enterprise value would result in an equity value of $45 million dollars.

The transaction would be structured in part a5 a redewnption hy Holding and in part as an
acquisition of voting securities by Venture A and Venture B. This strecturs would permit favorable
recapitalization acconnting, treatment and would penuit the Wansaction to be financed by borrowings
by Operating. Tt is clear thar if the stmcture were chosen as a means to avoid a filing under the Act,
there would be a problen: under Rule 801.90 under e Act which has the effect of ignoring gontrived
structures which are for the purpose of avoiding the Act’s application.

The tranzaction would occor in he following sequence. First, Operating would borrow a
total of $50 million dollars in debt, through a combination of approximately $3% million dollars in
semior secured debt, 512 n]JIhon dollars in subardinated debt, and $3 million dollats in revelving
dcht.

Next Gperatmg would pay a:-ff the 20 m1llu:|-n dollars in extisting debt through the newly
acqm.red debt. Then, Operaungwnuld tzke the remaining $38 million dolfars obtsined from the
newly acqus.red debst and wonld ma.ke 1 chwdend up to Helding. Hu]dmg wonld take that $20 milflion
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