December &, 1589

Fia Facsimife Transmission

Thomas ¥, Hancock, Esq.,
Fedaral Trade Compiission,
Premerger Notification {1fice,
Bureau of Competition,
Pennsylvania Averms & 6th Sweet, NW,
Roum H-313,
Washington D.C. 20580,

Re:  Acquisition of 100% of the Voting Secumites of
a Wholly-Owned
Subsidiary E oerd

Dcar Mr, Haocock:

I writs to canfiern our apalysis that the proposed acquisition fthe “Acqui-

sition™} by a wholly-owied sabsidiary of the (The
“Board™) of 10024 of the outstanding voting scoitrries o
{the “Cowpany™) is not subject 1o the gotification and waiing perod reguirement 3

“Reguiremants™} of the Hart-Sentt-Rodine Antinust Tuprovementy Act of 1976 {the
“Act™). In conoection with e Acquisition, cach of the vtrrent shareholders of the
Company will receive Can $34.00 per share fn cash for gach ghare of the Companys
common stock held by that sherebalder. The apyregate equily congideration for the
Acqiisition iy approximately Can $2.9 bilien. The Aceuisition will be offiected pursnant




Thomas F. Hancock, Esqg. -i-

tw a plan of arrengement 1o be submitted for the approvel of the Superior Covrt of Justice
(Ontano) persuant to Section 182 of the Business Corperations Act (Omario]

"The Baard if 2 cemporation organized under the lavs of Onrario, Canada,
and is headquartered in Dmatio, Mo eovty currently hoids 509 or more of the outytand-
ine vating securities of, oF merntrorghip intercats in, the Board or kas the right to desiguats
50% or mare of the magnbers of the Company’s Board of Directors.  Acecordingly, the
Baard is its own, witimate pareat entity within the meaning of Ruie 801, 1{a)(3) of the nies
pronomlgated by the Federal Teade Comnission under the Act (the “Rules™).

The Company is a corporation crganized woder the laws of Ontario, &nd
headquartered v, Ontada. Mo estity ceerantdy holds 50% or more of the outatdnding
voting securmies of the Company or hes the right to dasipnate 5% or more of the
members of the Company’s Board of Directors. Accordinply, the Compary i3 its own
ultimate parent entity within the weaning of Rule 201.1(:)3)

The Company is etgaged in the ownership, development and management
of real propenty in Canada and the Uniied States, consisting principally of office property
and wvestment reatal property, such as shopping malls, Althowgh a majority of the
Cotnpany’s assets are located in Canada, the Company, through entities controllad by the
Company, bolds agsets in the United States. Thuse holdings consist of interasts in {z) ten
regiagal shopping malls, oue connunity thapping center and oane small retail center that

. the Compaay holds indirectly thiough linited partnerships o whelly-owoed subsidiaries
and that are ynaped and leasad by enrities that ara vnaffilrarad with the Cormpany;

: {b} approvimately 1,000 acres of currently yndeveloped land located in the vicinity of

o Atlanta, Georgia; (&) surplus undeveloped land adjacent to varions of the shopping malls;

i and (d) a leaschold intorest in a property management office in Atlanta, Geotgia with

iﬂ_sgpiat:d furnizhings and equipment.

We believe that the Acquisition is excmpt froin the Requirements under
Ruide 802.31(b} hewause it imvolves the acquisition by o foreign parson of the voring

. seounttied of e foreigt issuer and will not cunfer control of (i) an ssoer that holds nun-

' exempd assets in the United States having an agprepate book valre of $15 miliionor rore

¢ or (i} a UL, ivsuer with auwal oot sales ot total assets of 825 million ar mong (after
wxclinsion of the exempe assets and incame associated with those assats). O cerelufion

. isbased onthe following analysia. 7

L. The Acquisition inveives an aequisition by a foreign person of all of the
woting securities of a foreign isaner and, thus, is subject to Rule 802.51(5)
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2z Under Rule 802 51(b), the Acgaisition i3 exsmpt if the assuis of the Com-
pauy {or any entity controlled by tha Company) “Inceted in the Unfted Stares Jother than
investment asscts, voting or nonvoting secirities of another person, and assets included
mursuant w0 § 301 40(cH2)Y" have an “aggregate book valoe™ of less than 315 mititon
(Rule 802.31(b)(1}); and the Company does oot comrol @ “ULS. fasuer with smimuzl ner
sales or total assets of 325 milliun or mere™ (Rule 801.51(h)(2)

3. The foilowing assets are excludad in caloulating the $15 million limit of
Rule 802.51(b)(1): all assets located outside the United States and all agsers located
within the United Statas whese acquisition would be exempt from the Requngmenie A
uder any atfier provigion of the Rules or mder army exemption provided by the Act.

4, The aggregate agaets of the Company and each of the wotities cantrolled by
the Company located 1n the Unibed States copsist of less than 315 miilion (o agprepate
hook valuc} of assets whase dirsct acquisition woutd not be subject to an exemption
provided by the Rules, Specificaily, the aseats of the Company or any wintity controilad by
the Company thar are located n the Umited Stetos conalst of the fullowing:

a S.’wpprim;ha Compaay twos ter regional

shopping malls, ons community shopping cenrer and one smalt retail center, but does not
mangge any of them except the small retall center. Tnstead H Las entered into
IATAZEMEr COntracts with management companies with which the Company is not
aififiated. (Property-level employess For most of the shopping malls are indirest
employess of the Company through a Tnited Stares sthsidiary } The acquislion of the
dhopping mally, shopping center and small retaf] center would be exempt under Rule

862 2(h), which envers acquisitions of retail remyal space, and under Rule 802 5{a), which
covers acquisitions of Investment remtal property assets. The Company generatas
receivables in the United Stales arfsing out of its romtal of space in the shopping malls,
shopping ceater and swnall retail center. The acquisition of such receivables and similar
curend asset items such a5 cash and prepaid expenses is exeanpt 23 die acquisition off
“assets incidemtal ta the cwnership of” the shopping malls, shepping center and smald
retail cemer within the meaning of Rule 302.2(h} apd Rule 802.5(b)(4). (The cash alva
would be excluded Fom the Bule 302.51(b) 1} calculation because it is an “invesiment
esaet” within the meaning of Rule 801, 1GK2)

b. Vrrdevalaped Land: The Company slsa owms spptoximately 1,000
acres of currently vadeveloped land in the vicinity of Atflanta, Geurpia. The Company has
entered into a joint venture with 3 ing#jor United States-based davelopment company to
develop a partion of that Jaad. The jeint venturs is comprized of tovo Emited habilicy
companiss, one to develop & supet-regional shopping cenier an 100 acres of the land and
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the gther to develop and scll B3 acres of peripherat bod suirounding ibe shopping eenter
sitc. The Company holds 2 353% carmied intersst in the shopping certer develupment
Hpited liabifity company and holds a 50% Interest in the peripheral lands limited Hability
company. The Imited liabfity companies are parties vo conditional agreements 1o
acqlire the 100 acres and B3 acred, cespeotively, from affillates of the Company. The
remaining 815 acres consist of raw, podeveloped land that the Company will tetain for
future sale fin commereial and resileutial development, {The Company iotends to begin
selling this land shordy after the cormntmcement of onstruction of the shopping center.)
There are on facilities or equipment an any of this real cstate; and tiis real esiate will ot
have generated total ravenues in excess of 35 million during the thirty-six months
preceding the Acquisiien. The acquisition of this real estate wonld be exempt under
Rule 802.2(c), which covers acquisitions of unproductive real property.

& Surplys Land. The Company holds certain paresls o undessloped
land that are adjacent io varous of the Compary”s shopping centers. I is pussible thar
some o1 4l of that land will be converted to commercial use in connection with the
operation of the ebatting shopping centers, There s no facilitics or equipmad oo any of
this real estate; and this real eszare ol not have generared total revenmes in excess of
$3 million dering the thirty-six months preceding the Acquisiden. The acquisition of
guch land would be exempr under Rule 802, 2(¢) and is not subject 1o the exclosion of
Rule 802, 2(c)(2){ii} beeanse (although that lend is adjacent o real property that is not
unpruductve real prapens) the adjacent land consists of shopping centets whose
acquisition would be exempt under Ruls 802 2¢h) and Ruls 802.5(2). (CF 61 FR 13566,
13675 (1995).)

. The Mumegemert (ffice Lensehold: The Compeny maiyrins an
office tn Atlants, Goorpia for the putpess of pvarseeing the management efforts of the
unaffiliated companies that manage the Company’s shopping mails end ceters in the
United States, That affice, which is located in office space leased by the Compuny, is
staffad by five employees of the Company and sontaing standard office equipment and
Burmishings. The asseis associzted with the Company’s Atlanta offfice are “assets
incidental to the ownership of” the shopping malls and center within the meaning of
Eaule #02.2(h) and Rule 802.5¢(b)(4) and, thus, their acquisiton would be exempt under
Rules 502 2(k) and 802 5(a).

5 The elernants of subseetion {2) of Rule 802 51(h) are sitisfisd hacanse the
aggregate assets of all efthe TFS. ssucrs cantrolled by the Company (e, thoze U5,
corporations as to Witich the Compeay oids 50% pr mare of the voling secuorites OI"-Ll:l_ﬂ.S
the right to designate 50% or mare of the directors znd those gop-insorperated U8,
eatities as to which the Cumpany Las the right to 50% or more of the profits o, in the i
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event of dissolution of the entity, to 30% or more of the entity’s asssts) consist solely of
the exempt agsets described in ftems 4(z) through (d), abovr and, with the exception of
mamagement feas generated fiom two co-owned centors (which fees totaled $195,000 for
fiscal year 1999), the only “anmual net sales” of those iysuery consisi of income from the
rental or operation of those sxempt assetz. (Those mansgement fzes were penerated fom
the Atlants cffice described m Iem 4(d). above} Bxcluding all of these assets and the
income geoerated from them, the Company doas not comral a “17, 8, issner with apoual
net sales and or total assets of $25 million or more” within the meaning of Rrla
802.51(b}2). Thus, the Acquisition will not confer control over such an issucr. (Even if
the $195,000 of pranagement foes Were included tn the Rule 802 51(h)(2} caloulation, the
Company’'s anmual! net sales in the United States for the most recant fizcal year would not
equal o7 exceed 525 million )

We iniend Lo telephone you to dizcuss the contents of this lotter and the
basis for our conehigion thas the Requirements do not apply to the Acquistion | you

hawe any questicns about the Acquisition, this letter or our conclisions, pleass felephone
e alhr my partoer,

Thank you for vour attemtion to this matter,

Smeerely,

o
—— - ——— e ee——





