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Diear Mr. Veme:

The purpose of this letter is to confirm our telephone conversation on Fridav, May L5,
1998, Dunng that conversation, 1 described to you the following scenario: P is a public
corporation whose cotnmon stock 15 traded on the NASDAQ Mational Market System. Cerfaim
members of P*s management and other parties (collectively, the *Management Group™) intend to
engape i & leveraged hoyout of P (the "LBO™ whereby P will become a privately-held
corporation. The LBO will be mmplemented thravgh a merger (the “Merger™) of a vet-to-be-
formed entity (“MNewen™) with and inte P, with P ag the surviving corporation of the merger (the
“"Surviving Corporation”™). Neweo is the wholly-owned subsidiary of 2 newly-formed limited
Liability company {*LLC™, which itself is wholly-owned by a member of the Managenent
Croup {“Ultimate Parent™).

In the Merger, holders of P’s common steck, other than members of the Munagement
Group, will reesive a cash payment in exchange for their shares of cotmmon stock (the “Merger
Consideration™), which will be paid by the Surviving Corporation pursueant o what essentially
will be a redemption. Members of the Management Group will receive one share of common
stock Im the Surviving Corporation in exchange for each share of F's common stock that they
hold. Metther Newco nor LLC hold shares of P's common stock and wiill not receive the Merger
Consideration, sharcs of the Surviving Cotporation’s comimon stocl, or any pther consideration.

As stated above, members of the Management Group hasically will continue to hold the
same shares of common stock that they currently held. However, becauvse public sharehwolders
are heing cashed out in the Merger, each share of common stock held by a Management Group
member will represent a greater percentage of the voting securities of the Sunviving Corporation

A B ool Lo wed Zizsal ee Paszaersmg e s Troccasonad Corpozzaune

. - |
|



May 27, 1998
Fage 2

than it represented in P prior to the Merger. Certainn members of the Management Group, none
of whorm currently hold ffiesn millian dollars {315,000,000% of P's voling securities or fifteen
percent {15%) or more of P's voting securities, will cross these or any higher notification
threshold because of this percentage increase. However, of these members, only one, Ullimale
Parent, arpuably has over ten million doliars {$10,000,000} in assets (but may nat if his haidings
of P's voting s¢ourilies are excluded from the caleplation). In any event, [Nimate Parent’s steck
in the Surviving Corporation, valued at the Merger Consideration, will have a value of less than
fifteen million dollars {$15,000,000) and will represent less than fifly percent {30%) of the
Surviving Corporation’s voting sccurilics.

Based upon the foregoing description and after conferring with certain of your eolleapues
al the Federal Trade Commisgaien, you iold me that you were of the view thal no aspect of the
{ransaction is reporiable. Move speci Geally, you were af the view (it

(1 Neither Mewce nor LLC (not Ultimate Parent as the ullimate parent entity of the
person containing Newco, LLC, and Ultimate Parent) has to file notification becanse neither
Mewee nor LLC will be acquiring any voling securities or assets,

{2)  The Surviving Corporation does not have to file notification because, although it
will he acquiring the vating securities held by the public shareholders, the acquisition is exempt
a5 an “intraperson transaction” under 16 CF.R. § 802.30.

{3t  With regard to the members of the Management Group, even though none of such
members will be acquinng voting securities, a Management Group raember may be required to
file notification if the cash-out of the public shareholders causes the percentage of the Surviving
Carporation’s voting securities reprezented by such member’s holdings of common stock to
swrpass & higher notification threshald. Such notification would have to be filed prior to the
member's next aequisition of voting securites of the Surviving Cuerporaticn, However:

{a) Such member must have total assets of at Ieast ten millien dollars
(510,000,000}, In calculating total assets, holdings of stock in the Surviving Corporation
are 0 be excloded pursuant to 16 CF.R. § 801.11{e) il sueh member does not have a
repularly prepared balance sheet.

{b) Even if such member will hold fifteen fnercent (15%) of the Surviving
Corporation's voling securities, if such member will hold less than fifty percent (50%%) of
the Surviving Corporalion’s voting securities and such voting securities will be valued at
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less than fifteen million dollars (515,000,000), the Management Group member's
acquisition will not he reportahle (pursyant to the minimuom dollar exemption contained
in 16 C.F.R. § 802.20). The value of Lhe voling sccurilies is to be detenmined pursuant to
16 C.F.R. 8§ 2801.10 and 801.13, which provide that the valie will be the greater of the
market price or the Merger Consideration. :

Based upen my statcmenl that no Management Group member will hold fifieen million dollars
(315,000,000} or fifty percent (50%) of the Surviving Corporation’s voting sceurilies, you wee
of the view that no member of fhe Manapement Group would have to file notification.

If any of the foregoing does not sccurately represent the views that yvou expressed during
our telephone conversation, please contact me as soon as possible at the sbove-lisied number.
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