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BAND DELIVERED “reenas c2 Infermation

Mr. Patrick Sharpe
Conmpliance Specialist .
Premerger Notification Office of
Bureau of Competition
Federal Trade Commission
Room 303
: fth Street and Pennsylvania Avenue, N.W.
‘ Washington, D.C. 20580

Dear Mr. Sharpe:

Per our conversatxon of December 15, 1987, I am writing to

improvements Act of 1976 (the "Act"). Specifically, we are
geeking the opinion of the FTC staff as to whether the
dcquisition by a mortgage company of mortgage servicing rights
and related assets is exempt from the Act under 15 U.S.C.

§lga{c].

1. The Transaction--The seller is a federally chartered stock
savings bank with assets well in excess of $100 million. It
currently conducts, mortgage servicing operations out of two
eparate facilzties: The seller does not own the underlying

, mortgages. fead, it performs mortgage servxcxng functions
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approxima y 0 million. It currently services mortgage
! loans with an aggregate outstanding principal balance of
approximately $12 billion.

The subject transaction involves servicing rights in
connection with loans that are security for GNMA, FNMA and
FHLMC mortgage-backed securities and participation
cectificates, as well as loans owned by FNMA, FHLNMC and private
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. | mortgage loan portfolio and related assets, we are unaware of
! any FTC or judicial decisions that have considered the
application of 15 U.S.C. §18a(c)(2) to a portfolio or mortgage
: gervicina riahts and related assets. See FTC. Premerger

[ Notification Practice Manual, Interpretation No.l8 (1985). For
: the rpaenns eet farth h__e%[m_,k-ue jmae that the RTE _frazf
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OWOEI V1ews theé servicing rights as a critical element of its
I mortgage ownership rights,

) gep . ver, wi the growth of the mortgage banking
industry and the evolution of a sophisticated secondary
mortgage market, it has become more cost-effective for many
lendets to retain other parties for purposes of performing the
increasingly complex servicing functions. This has resulted in
the development of an active market for servicing rights.
Because servicing rights represent the right to earn a stream
of income (tvpigally gtated as a marcantape, nf dotn-o-s
. peyments collected), the owner of mortgage servicing rights can
' sell those rights, subject to the mortgage holder's consent, to
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ypice n mortgage servicing rights
tr pPrice in the instant transaction. is
based upon a stated percentage of the aggregate outstanding

|
é - principal balance of the mortgages in the portfolio.
i

purchase

Because mortgage servicing rights are a subset of the
rights held by a mortgage owner, it would appear that such
rights would be treated in the same manner as mortgages for

purposes of the Act. The rights arise in connection with the
Dtigén%;iﬁhgﬂf mortaaaec. and ~coamnrica a ~eltdioal aVaomao: .-

+1Lalsaclions, tnere aoes Nnot appear to be any basis for
reaching a contrary result with respect to a transfer of a
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componient of mortgage rights.*/ FTC, Premerger Notification
Practice Manual, Interpretation No. 18 (1985).

I wouléd creatly appreciate your prompt response to the
issue identified above. Please contact me atm if
any further information is necessary before the rui =3 eer
an interpretation.

Thank you for your assistance with this matter.

goods and realty transferred in the ordinary course of
business is exempt from the report and wait requirements,

See 15 U.S.C. §18a{c)(l), In previous interpretations of
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