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Richard B. Smith .
Premerger Natificarion Office
[ederal Trade Commisgion

600 Penosylvamia Avenuc, N.W.
Wwashington, DLC, 20550

Dear DHckes _

This will confirm oor telephons confirence of yesterday regarding HSR
reportabilicy. T sought advisw regarding the foitowing cvents; Company A does 2 cash
temisr offer for Company B. An HSR form is filed and rhe texder offer is comnpleted
after expiration of the elevaot wailing period. fmmediataly thereafier, Company 4,
while the owier of Company B, causes Company B to enier inwo a binding contract i sell
to Compaey A the stock of Company B's wholly owned subsidiary, “C". The actual
closing of this sale wild not accor, kowever, unlil Inmediately after Company A sells ait
of the stock of Company B to Company T, This Yasl trepsaction wonld he subject to an
HSE filing.

The question posad is whather Company A must file-as an a¢(oiring person
reganding the sals of Subsidiary C 10 Company A, which will oceur immediately after the
claging on the sale of the stock of Company B from Company A to Company D, ¥ou
advized that, Company A's re-perchase of Subsidiary C could be subsnmed In the Bling
on the saie of Contpany B to Campany D. The event will follow immediately upon the
sale of Company B to Company D, and the wamsaction could be collapsed (o reflect
vssentially 2 transaction thal was no differemt from Company A seiling oriy to Company
D those porticns of Company B excepr the stoek of Subsidiary €. Also, the cash tender
offer filing has fulty snabled a complets mview of any issucs of competitive significance
with regard to Company A’s acquisition of Subsidiary C. You facther advised that clear
mfercpce: o these issnes should ke made in Item 2(a) of the form that would be filed with
regard o the salz of Compzny B wo Company D, tat that Company A wauld not nzed
file as an acquiring party in the mansaction or pay an addidonal filing fee,

Thank yvou fac your eooperadon and assistance, If the above does not comport
with your enderstanding of our conversation, please advise me nmedzately.
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‘ Bubzrinent Events
i 8. The 393 patent (resulting from the '136 Application) issved to 8 Company. 11 Cotrpuny

paid 3 Compazy the $3.735 inillivn doe upon paont issvance and subseqeently paid iz two

£1.875 miltion milesinne payments “ander protest” because tha parent had not then survivad an

i inrerderence procseding. Arn interference proceeding invelving 8 Conpany®s '$93 Paten, and
‘149 Applicaton and B Company”s *742 Application was declared by the U3 Patent apd
Trademery Qffice. Shortly_thersaﬁer, the pariies snhmitted the interference to arbitration, as

E providad in the 1993 Apreement, and evidence has closed. Before the arbitrator unsealed his
decizion, the parces determiined tn seitle the dispuze This settlament will be cffected by closing
the 1509 Agreament. Upca Implermentation of the 1999 Asresmenl, H Comoany wil! becone
th legal ownar ol 5 Company's '693 Patenr and ‘142 Applivation, and the inlerferencs will be
dissolved, ax an interferencs cannot exist balwaen patents and paienr applications that ara glf

lezally owned by the same otity.

g 1999 Asracment
oA Whils the 19973 sxclusive license had conveyed bereficial awnarshin of the § Conpany
B33 Patent (and coptingently the " 149 Application} to IT Company, tite schlemrent o the

interferencs procecding required that H Compeany become 'epal owner of the 'H53 Patent {and (1=

149 Application). Avcordingly, the pririary purpose of the 1999 Agresmant was t assign to H

v Company Jegal gwnership of the patent and patent application righls of which it was previously

the bedeficial owner thesngh exelusive loonse urder the 1993 Apresment, Tn additian, S
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Company cxclasively lfcansed to T Company two newer patent applications refating to 1C {the

295 Applicaton™): and (tha ™' 370 Azplication™).

8. The= settiement also invalved reamangsment of payment termas that had govared weder

the 1993 Apreement. H Company’s “protest” was rernoved fronn The two pravious payitents of

$1.878 millign made “ender protest.”™ And, tather than a possible 4% royalty boginning upon
expiration of H Company’s "129 Patent in 2001, § company is to receive a i 1/4% myafry
conmencing in Febranoy 200! a3 payment for the assigrunent of the *657 Porent and "149
Apolication (and related appiications) znd for exclustve license righis to 8 Company’s newor

zatont appiieations refazing to TC. No spectlio value 13 assigned to the Lwr now patent

applivations that did net exist & the time of the [923 Agreement; H Cotepany kag copaludad that

the fair marker valu2 of the 2xelusive izenge of the '59% and "STD Applications 14 1=95 than 515
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