June 1, 1999

BY HAND DELIVERY

/
B. Michael Verne,-ﬁ—s:r-"l
Premerger Notification Office
Room H-301
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Dear Mr. Vems:

This letter iz to surhnarize conversations that we have had over the past few
weeks coneerning the application of the fling and waiting pedod requirements of the
Har[-?uutt lemo Anlitrust Improvements Act of 1976, as amended, 15 U ‘_‘» C.

posed dcqumuuns W € sub_]c(,l to the Hari-Scott-Rodine (“TISE"™} reqmre-
ments.
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PROTOSED ACQUISTTIONS BY THE REIT

A corporation that 1s qualified voder the Internal Revenoe Code as a real estate
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assels in excess of $100 million intends Lo acquire 21 scparate entities, The first thee
eniities that the RIZ[T intends to acquire are three separate corporations that are con-

trollad by the cama ultimate narent catity which hiac aeeets inaveeee nf RO million
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tered into a separatc ﬂgTLLan[ and pldl‘l of merger with each of the [8 limited part-
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pussible, therefore, that the REIT would acquire as many as 18 and a3 few as none of
the 18 limited partnerships.
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Al Proposed Acquisition by the REIT of Voting Securities of
Corporations Thal Hold Exempt Assets

LCach of the three separale corporations that the REIT intends w0 acquire is
controlled by the same holding company (*Helding Company™. An individual owns
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holders of the first corporation are different from the minority helders of the sceond
and third corporations, the sale of the first corporation is eoverned by one agrecment,
and the sale of the second and third corporations is governed by a separare agree-
meint.)
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nershlpb that the Rh[ I intends te acquire, and for cerlain third partics, Advisor Cor-
porarion advises the REIT and the Hmited purinerships with respect to acquisitions of
: real DIOE@HE.ALDJ‘Q&".‘HI,_MYEF‘I Clormoration derives most of itz income from the
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‘ is. Adviser Corporation will continue to generale a l:mzlll pertion of its mcome (ieqs
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assats with aggregate fair markel value more than $15 million.” 16 C.F.R. § B02.4.
You stated that because Advisur Corporatian adviscs the REIT and the 18 Iimited
__}wi lam dlhad tlaa TRATOTT e macda om nﬂw arm mn il wAr a Ak b A.ﬂ.ﬂ“'i‘u i
erty, the REIT s acquisition of' that portion of Advisor © orporation dedrcated 1o ad-
vising the REIT and its related catitics (inchuding those limited partnerships that the
i REIT ultimarely acquirgs) would be exempt from the TSR requirements under 16
, C.F.R. § 802.2 a5 an acquisition of assats incidental (o the ownership of real property.
I However, you Rlﬂlﬂd that the duqumtlun of l.hat pdrt nI'Advhm Curpnratmn that ad-
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| calculate the value of the nonexempt assets held by Ad» isor Corporanon one would
seek 10 determlne the tau' market value of the assets of Advisor Corporation that are
¥ R— B o BT i e ein e s e vrn e
You stared, however that if such & determination could net be mdde {hecause fl::-r eX-
! ample, the company does not segregale ity assels in Lhal manner), as a proxy one
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| First Mongage Corporation hofds chiefly mortpapes, These loans aiso may be
secured hy other assets, incinding teasehold interests and the business enturprise valie
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First Morigage Finance Corporation alse holds other assets. largely cash and
cash equivalents. We did not discuss whether these assets would be exempt under 16
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‘ In sum, even if all of the assers held by the Fivst Mortgage Corporation and
| Second Mortgage Corporation that we did not agree are exempt arc in facl not ex-
e am- _'“":'. e iy ﬁf_’ﬂ&‘f% ﬂ;"" ‘ ‘ Lq =1 fs Hl"i”li‘__ . ]
) ' mgly. ihe value of thosc possibly nomexempt assets — together with the value of th_e
noncxcmpt portion of the assets of Advisor Corporation (less than 52 million) -
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i trom Holding Cump.m-.' without makmg an HSR filing,
{We understand that, undse 16 C.F.R. § 802.4, (h¢ aequiring person should
value the nonexempt assets of the issusrs it is avquiring at the time of acquisition
[ sl oot ooty weemeend bl d 1
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ceods 315 million. We will therefore analyze the assets held by the three taract corpo-
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rations &t the tirne of closing io Jei Luu.rlt wlrcthcr th':y‘hurd il aggiegale nonex-
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l Partnerships
! The RLIT also intends to acquire 100 percent of the ltmlted pa_rmcrship ml.er-
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i LISR requiremenis because the FTC has determined that the acquisition of real prop-
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! . ACHUISITION BY AN INDIVIDUAL OF YOTING SECURITIES
’ OF THE REIT

As consideration for acguiring 1) percent of the voting securitics of Adviseor
| Corporation, First Mortgaps Corporation, and Second Martgage Corporation and for
acquiring 1040 percent of the limited partnership interests of each of the 18 limited
partnerships, the RETT will issiw: voting securities of the REIT to the selling parties.
As aresult of the transaction, only one person or entity will hold more than 315 mil-
lion warth of voting securities of the REIT — the individual who controls Holding
Cormnpany.

The voting sceurities of the RLI[ heid by l;hal individual 1mll be |ES.3 than 19
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tends to participate in the formulation, determination, or direction of the hagic bysi-
ness decisions of the issuer, 10 CF.R. § 801.1(1), the acquisilion of voting scouritics
by that individual would net be exempl under 15 T1.5.C. § 18a(c)(9). However, you
agreed that the acquisition ol voling securities of the REIT by that individual would
be exernpt under 16 C.F R. § 802 4 if the nonexempt assets held by the REIT do ot
have an ageregate faiv market value of more than $15 million,

[he REIT hotds the fol{pwige %qgi
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= Real property that is cumrently rented (or held for rent) to entitles not within
the REIT. You agreed that these assets are exempt under 16 C.FIL

§ ROZ.5,

«  An 33 percent mvcs[mmt ina parmr;:rsmp that holds real property and a 68
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are exempt under 15 TLS.C. § 18afc)(2).

‘ + Mortgage notes receivable. You agreed that these assets arc cxempl under
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' real property, With respect to that pertion of these funds that has been pro-
vidgd to the REIT for the pumoese of purchasing real nronertv in the futre
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‘ squivalants would be treated as exempt assets for the purpose of determin-
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ing whether the REIT holds nonesempt assels with an apgregate fair market
value of more than 5135 million under 16 C.F.R. § 802.4.

+  Bent eceivables and accrued reptal ingome. Yo Aereed that thesee acgards _
would be cxempt under 16 C.F.R. § 802.2 as assets incidental to the owner-
ship of real propercy.

* Unaliocated prepaid fees representing the cosis of raising (unds fur de
REIT to be used to purchase real property by the: REIT. You agreed that
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: that have a tair market vaiue of mare than million would be exempi under 16

CER. § 8024,
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: persen should value the nonexempt assets of the issuer 1 3s soyuiring at the time of

acquisition — and not by reference to the issuer’s most recent regularly prepared bal-
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‘Thank you for your assistance in Lhis maller. [ look forward to speaking with
you soor to coifivm that the aatiers set forth in this letter accurately reflec the con-
versations that we have had over Lhe past few weeks,

Sincerely,

ons

—_

i
LV

e

~Lx

g





