- April 1, 1959

VihA TELECOFPY

Ms. Nancy Ovoka

Premerger Notification Office
Federal Trade Commission ;
6ih Si. und Penngylvania Ave., MW,
Room 303

Washington, D,C, 203580

Re: Hart-Scott-Rodine: Non-reportability Relsting to the Formation of a
Not-For-Profjt_Joint Venture

Dear Nency

This letter confirms the advice that you provided to me last Friday, March 26, 1949
regarding the non-applicability of the reporting requirements of the Hart-Scott-Reding Antitrust
Improvements Act of 1976, as amended (the "HSR Act") as they related to the formation of a nol-
for-profit joint venture. The relevant facts are set ‘orth below.,

Al a nat-for-profit corporation {the "ultimate parent emtity” of which is A), and B,
a not-fer-profil corporation (which is 118 own sole "ultimate perent éntity™), intend to organize an
Internal Revenue Code § 501{c){3) not-for-prafit corporation, NewCo. NewCo was formed in late
15985 tor the snle purpase of being 1he joiot venture gwner of three nursing home facilities. Asa
precursar to the transaciion, it rmust obtain 2 501{c)(3) exxsmption letter irom the Internal Revenue
Service, Other ihan applying for a 501(cH3) excmption letter, NewCo has oul conducted any
activities. ~Sewlo will be owned 33% by Al, and 67% by B. A and B each meet the 3 10U million
"size-of- person” test.

I commection with the formation of Newa: {13 Al will contribute 1o WewCo $1.34
million in cazh and B w1|] contribute to Nean $G_66 million in cash (2) Awill calse A] and AZ &
far profit entity "co by A 1o
fnr approximalely $27 ml]]mn in cashiyand (3} A1 will receive 33% of the mernberslup interests of

' - ioof thé membership interests in NewCo.
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During our cunversation Tast Friday, you advised me that neither the formation of
NewCo nar the acquisition by WNewCa of three mursing home farilitics would be subject to the
reporting requirements of the HSR Act because. (1) neither Al nor B wauld be acquiring vating
securities of Newla since NewCo has na voting securities -- only membership interests; and {2) the
three nursing home facilities would he aequired by NewCo in connection with its formasion.  Aceer-
dingly, 16 C.FR, § 301 .40 is inapplicable because no party will be acquiring voting securities in
connection with the formation of NewCo and the acquisition of the nursing home facilities by NewCo
is being undertaken in connection with its formation. Therefure, the forepuing transaction would ot
e subject to the HSR Act's reporting requiremcnts.

As always, we thank you for your assistance. [Fthe forepoing does not conform to
your understanding of our conversation last Friday, please contact me My direut number is listed
ahove.

Sincerely,

St aj New Co - ﬁﬂf{/]aﬁrzﬂ.é/& e
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