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Dear Mr. Sharre: ;

As we dxscussed in our telephone conversations
yesterday and last weeki this firm represents a corporation -
("Company A") which plans to acquire voting securities of
ancther company ("Company B"). Company A currently holds
twenty-one percent of the outstanding voting securities of
Company B, and will hold twenty-three percent of the voting
stock as a result of the acquisition, i.e., an increase of
two percent. In connection with its present holdings of
Company B stock, Company A filed a Hart-Scott-Rodino Premerger
Notification form in March 1983. Since the contemplated
acquisition will not exceed the next notification threshcld
{twenty-five percent), it is our understaig ng that ew
filing will be required. ZI Cowvcur Wi }:n 3 S

In addition to voting securities, the proposed
transaction will also involve our client's acquisition of
warrants or options, as°well as a right to nominate directors.
It is our understanding that the acquisition of warrants
and options are not reportable events. (We recognize that -
in the event these warrants or options are exercised, reporting
ny be required when and if the next notification threshold
is met.) As to Company A's right to nominate directors;
Company B has agreed that its board of directors will £il1
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any vacancies on the board with candidates proposed by Company
A and will nominate those individuals whom our client recommends
for election at future shareholder meetings. While our client
will have only twenty-three percent of the voting stock,

another unrelated group of shareholders has pledged that

it will vote for those directors nominated by the board,

and will vote on all issues in accordance with the recommendations
of the board of directors. Effectively, this will give our

client forty-six parcent of the vote for the election of ,
directors. Under cumulative voting procedures, this fort;-six
percent may be sufficient to enable our client to cause the
election of a majority of the directors on the board. It

is our understanding that these voting arrangements do not

cause this transaction to become a reportable event under

the Hart-Scott-Rodino Rules.

Based on our conversations, we understand that
our client will not be required to submit a Hart-Scott-Rodino
Premerger Notification filing for the transaction outlined
above. Please contact us immediately if our understanding
of the reporting requlrements with respect t¢ this transaction
is incorrect.
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