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Cetober 18, 1999

LA FACSIMILE

Mr. Richad 8. Smith _ -
Promerger Notification Offce

1.5, Federal Trade Cotnmission

600 Permgylvania Avepue, N.W.

Washington, D.C. 20580

Re: i Slirse of Busioes La}ad

Dear bir. Smith:

My client proposes to enter into the transaction described below, which T beligve
may be exempl (fom premerger notification requirements as a transaction in the ordipary
collrse of business. After you have bad an oppotfutlity to raview the descrption of the
trunsaction end my comments, [ would like to speak with you o confirm that the Staff
agrees that the mansaction is exerapt.

The ansaction nvelves the transfer of title for cedain
rights ta service residential first-lien mortgages as well
#s 2 contraet 1o oblain sericing services for residemrial
moertzage servicing rights to which the seller ("Seller™)
will continue to hold title {i.c., "subservicing"). This
tripsaction duss Dot involve the trapskr of the
underlying merigaee nutes. Soller is 2 whally owned
wdirect subsdiary of a publicly traded financial
scrvices compaoy, Scller, n the regular course of its
businesses, originates morngage loans, services thoss
lons wul sells most of the mortpage notes aod
mortgages. Duyer Is a wwrtgase banking subsgdiary of
a matiopal bank and regularly acquinss  first-Tiem
mortage seTvicing rights.

Scller has Tnade the devlsion that it wants o sell the
majority, bot nat all, of its first-liem servicing rights, as
described shove. In this tramsaction Seller will sell
almest all of its curcent portfalio of residential first-lien
mortgage servieing rights, will contract fr servicing
serviess for other secuddzed residentizl first-lien
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morigages for which Seller is the master servicer, and
will contract to transfer to Buyer the servicing rights
associated with residential first-lien mortgopes that
Seller will originate over a one- to Two-year perod
[Scller’s mortgape origination operations are not being
soldy, Sellar will ool cease servicing frat-lien
ruorigages as a result of thia transaction. Further, Scller
does noi anticipate that it will be selling any of its
servicing 1ights related to revolving residential icans
cecured by first- and second-lien mortgages in the near
future  Seller will continue 1o servics both commereial
and revolving residential morlpages and a small gurerber
of residential first-lien murtgages. Also, as the master
servicer for certain securitized Grst-lien morigage loans,
Seller will continue to ovarses the servicing of thase
Tiortgage loans by varods primary servicers.

As a result of the transaction, Ssller’s mortzage
sarvicing nesds will decline and it plans to reassign
about helf of the approoameately 100 staff members it
has employed in first-lien mortgage servicing, The
staff that will be reassigned are not in a separate
organizational wnii from the staff that will contimze in
their current mortgage servicing function. The curmrent
stafl’ henlles both residential first-lisn mortgages as
well o5 the Tavolving residertial mortgage wark thal
will remain following this trensaction.

Tt is my understanding that the salc ol mortgage servicing rights amonz financial
institrtions is gensrmily considered to be 4 transaction cligible for treatment under the
ordinary course of bosinsss sxemption under Scetion 7A(C) 1) and Rule 802.1, The
questicu s2ems to be whether the ipteation of the Seller’s parent to almost conpletely
cease servicing residentiu] first-Hen morgage loans makes the ordinary cowrss of
husiness exemption inapplicable w this transaction.

However, it is my undemstanding (hat the staff has previously taken the position
that stimply ceasing to service certain types of mortzage loans will not, by Itse, makc_ a
transaction ineligible far the ordinary course exemption where the ipstiution :wdl
continue o servics other types of mortgage luama,  As moted ghove, Seller will contime
15 setvice both commercial and jumier residyntial mortgage loans apd a small number of
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residoptal frsi-lisn mortpages. In the language of Role 5021, the sefler in such
circurnstanees is ot viewed as discontinuing 2 “business undertaking.” The fact thar the
seller in guestion here will contimus te hold title to 4 substantial volmme of long-torm
remdentizl first-lien mortgage servielge rights aficr this frapsaction and the foct thar
Seller’s organizational stuctire does aet treat residential first-lien mortgage servicing as
4 separate line of business should make it even dess Tikely that Seller would be viewed as
discontinuing a “business wndertaking ™

Based on this, [ amn hopeful that the Staff will agree that the transaction would be
cxempt under Ssction 7A{e) 1) and Rule 802.1. In order to confinm that the Staff concurs
with this conclusien, I will plap io call and discuss the matter with you, If you would ke
to call with my questions or cormments, pleass feel freeto do fo.

Thark you very much for your atteation.
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