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Re:  Hart-Scott-Rodino Repurtability Analysis Regarding,
Application of Rule 802.63

Near Dick:

I am writing to confirm the substance of the telcphone conversation that we had
yesterday, in which you agreed with our conclusion that Rule 802.63 (Certain
acquisitions by creditors and insurers) excmpts from Hart-Scotl-Rodino reporting
requirements the creditor’s acquisition in the transaction discusyed below. We

represent only the creditor in this transaction. TFurther, we understand that your advice
is limited to the following facts.

Presently, Company A holds a morfgage note, which is owed by Cumpany B.
Company A and Company B are not compctitors. Company A is an institutional
investor, as defincd by Rule 802.64 that previously extended credit to Company B in its
ordinary course of business. Company B has experienced severe financial difficulties,

and recently announced that it would file for bankrupicy unless a sujtable white knight
could be found to buy the Company.

Company B has found its white knight in Company C, which has agreed to
acquire control of Company B, through an exchangc of voting securities. As a condition

of its agreement to purchase Company B, Company C is requiring satisfactory
restructuring, of Company B’s present debt.
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As part of this debt workout, Company C has requested Company A to
restructure the existing mortgage note owed by Company B. This specific debt
restructuring is the transaction that we are analyzing for Hart-Scott-Rodino reporting
purposes.

The three parties (Company A, Company B, and Company C) have agreed to the
following restructuring. In exchange for its'current mortgage note owed by Company
B, Company A will receive from the new parent of Company B, which@ill be Company
C, the following: (1) a new note secured by Company C., equal in value to_
approximately one-half of the previous note; and (2) voting securities in Company C,
equal in value to approximately one-half of the previous note. The effect of this
transaction will be drop the interest payments owed to Company A to approximately
one-half of their current level. The transaction clearly is part of a bona fide debt .
workout necessary to keep Company B out of bankruptcy. o
It is my understanding from our conversation yesterday, that you agree that the 2
creditor exemption (Rule 802.63) applies ta the creditor’s acquisition of Company C
voting securities in this fact pattern. Specifically, Company A’s acquisition from
Company C, of a new'note and voting securities of Company C, is exempt from a
potential Hart-Scott-Rodino filing because it represents a creditor’s acquisition pursuant
to a bona fide debt workout.'

If my understanding is inaccurate, or if you have any questions, please contact
me jinmediately. As Iindicated in onr conversation, all of the interested partics arc
operating under a tight time deadline, and we appreciate the prompt attention you
have given this matter.

' Weare not involved in analyzing the other parts of this transaction with respect to Hart-Scott Rodino
rcposting tequirements. Our tel:xhone conversation related only to Company A's acquisition of
gsecurities from Company C and did not relate to Company C's ncqmsxhon of Company B’s voting
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