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Richard B. Smith

Premerper Notification Office
.8 Federal Trade Commission
&0 Pennsylvania Avenus, NW.
Washington, D.C. 20380

Re:  Qrdinasy Covrse of Business Exemption
Dreur Dick.

A clicnt propascs o enter ing the wansaction deseribed below, which I believe
would be exempt from premerger notification requirements. After you Lave had an
QppoTTunity o review the deseription of the tansaction and my comaments, Twould like 1o
spraly with you to conginm thar the SafT concurs with my conclusioo.,

The ansaction invalves the sale of third party mortgage
servicing rights, 1e., servicing nghts tha: are being sold
scparately from the wderlying mortgage notes. Seller is a
homebulder thar rakes back mortgazes 1 the course of

RLI&'[:? itz hompes and also originates mortraess ol of z

it5 homa building operations. Seller has 4 mortzage

serviclng opecation that services these mornteaves. From
time bo tme, Seller has also acquined third paty servicing

nights that it adrmimistered through its mortgase servicing
operation. In order 1o generate capital for its home building
i‘.\u.‘{i‘l_:l_m Seller reamilarlyr sl avsste from ite mortouos

m
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separately sell< The Servitiig Tighis). -3 JFerss @ mofgase
barking subsidiary of a bank aed regularly acquires T.hlrd
pary merteage servicing rights.

Scller has made the decision that it ne longer wants 10 hald
the mejodty of it2 thivd party mortgage senvicing nights. 1n
this transacdon Seller will transfar to Buyer most of it
remnainins third party servicing rights. Seller is not,
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however, cxiting the martgape servicing business. Seller is
remining a small amount of thied party serviciag righis.
Seller is not selling the servicing rights to the mertgages in
which it continues ta bald the underlying mortgage note
and will continue to origizatc mortzages and te service
those marigages “11.11: it holds l]'u: nntc:.':. In addabum, Seller
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reicaszed” merteage notes. Finally, n rortgage notes
are sald, Seller wall comtimue to service them on a third
party basis for some intenim pedod following the sale,

As a result of this sale, Seller anticipates that its overall
mortgage servicing needs will decline  As a copsequence,

some of the staff from jts mongage servicing operalions
et al o . a s . o ..
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A&EJ]_IE!E&J mattcr. it s my understandinm that the fal: nfmoteare sarvicing
nghts woud hc treated by Lhc Stafl as the sale of “gaods™ for purposes mfrhe nrdlnan
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Manual, Intatpmm'tmn 20 Also b}’ a.nalélg}' to Interpretation 20, it app::.au's clear ‘I;ha:t such
usuel transfery are glizible fur exemption under the urdma:jf course of business
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ma.kes ﬂlE ordman cauese of busmes& mmpnon mapphcable to this ransaction.  That
mqg_ however aom=rs o he reselved by reference th Tnternretation 23 in the

argAm zational s 1 determanins w or 4 transachion ipvolves e of all or
ubstantialiy ell the awdets of an operating unit.
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As noted above, Seller docs net have 2 “thard party mortyusge servicing umt™ The
third pariy mortgage servicing functions are carried out by the same swaff that has
handled, and will contmue to bandle, afl moregage servicing for Saller. This staff, in its
reduced form, will continne 1o perform all the fonetions that it performed prior 1o the

_transaciion, e, generating mortgages, servicing mortgages (including some thivd party
sarvicing), and selling both marigage notes and mortgage servicing rights. The only
difference will be that when futers morgare notes are sold, that sale will always either
include the correzponding, servieing rights ar Wil roughly coincide with a separate sale of
those servicing righis.

.Ba:aed an this, I believe that the wansaction would be exempt under Section
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will plan to call today ar tornorrow in arder o discuss the matier with you, If yoa would
like to eall with any questions or comments, picase feel frew o do 30,
Thank you very much for your attention. |‘
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