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May 14, 1992

Dennis B. O’Boyle, Esqg.
Shefsky & Froelich Ltd.
444 North Michigan Avenue
Chicago, IL 60611

RE: Recorp Partners, Inc.
S-00075-NOAC
A.R.S. § 44-1844 (A7) (3)

Dear Mr. O’Boyle:

On the basis of the facts set forth in your letter of April
28, 1992, and in reliance upon your opinion as counsel, the
Securities Division will not recommend enforcement action. for
violation of the Securities Act of Arizona (the "Act") should the
transaction take place as set forth in your letter, subject to the
following conditions. The issuer must once again comply with each
of the procedures specified by the Securities and Exchange
Commission for foreclosure sales, as detailed previously in your
letter of May 9, 1991. In addition, the form of notice disclosing
the restricted nature of the securities offered must be prominently
displayed on all offering materials, solicitations and certificates
evidencing ownership. It appears from your letter of April 28, 1992
that this is intended.

As this position is premised upon the facts set forth in your
letter, it should not be relied on for any other set of facts or by
any other person. Please also note that this position applies only
to the registration requirements of the Act; the anti-fraud
provisions of the Act continue to be applicable. :

The Division will be continuing to review whether this
exemption was intended to be utilized by issuers who resell
repossessed securities. Therefore, there may come a time in the
future when the Division would take a different position on similar
facts, or withdraw this no action position for further

_transactions. This letter should not be regarded as precedent for
any future positions to be taken by the Division on similar facts.
" Therefore, if the issuer intends subsequent auctions, you should.
consult with the Division prior to any distribution of offering
materials or securities.
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We have attached photocopies of your letters. By doing this
we are able to avoid having to recite or summarize the facts set
forth therein.

Very truly yours,
DEE RIDDELL HARRIS
Director of Securities

DRH:MGB:ck

Attachment
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Law OFFICES
SHEFSKY & FROELICH LTD.
444 NoRTH MICHIGAN AVENUE

CHicAGO, lLLINGIS BOSII

TELEPHONE (312) 527-4000

FACSIMILE (312) 527-592)
Writer's Direct Dial No. In RePLY REFER TO!

836-4016 4534-12-A
April 28, 1992

VIA FEDERAL EXPRESS EBE
Mr. Michael Burton ' ,
Assistant Director of Securities APR 2 9 199
Trading & Markets

Arizona Corporation Commission ARIZ. CORP. COMH
1200 West Washington Street SU“WHHDNBMN

Phoenix, AZ 85007

Re: Recorp Partners, Inc.; Limited Partnership Units
in Default to be Sold at Public Auction

Dear Mr. Burton:

The purpose of this letter is two-fold: first, to inform
you that Recorp Partners, Inc., as general partner of two limited
partnerships, intends to conduct a public auction in connection
with the sale of limited partnership units in default by invest-
ors in these partnerships; and second, to request a no- -action
letter from the Arizona Securities Department for this proposed
auction.

Specifically, Recorp Partners, Inc. will conduct a public
auction on May 29, 1992 at 1:00 p.m. at the offices of the gener-
al partner, located at 7000 East Shea Boulevard, Scottsdale,
Arizona. At this auction, the following units of llmlted part-
nership in default will be offered for sale: 6.0 units of
Recorp-Arizona Associates II Limited Partnership; and 3.2 units
of Recorp—New Mexico Associates Limited Partnership. As was the
case with prior auctions for defaulted units, Recorp is required
to make a public announcement of the auction to satlsfy the pro-
visions of the Uniform Commercial Code. However, as in the past,

it is expected that there will be little, if any, public 1nterest‘

in these units. It is much more likely .that investors in these
and in other limited partnerships sponsored by Recorp Partners,
Inc. will be the purchasers of such units, if any units are pur-
chased. As was the case with prior auctions for defaulted units,
all existing limited partners will be notified of the May 29,
1992 auction. g
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Enclosed for your information is the form of auction notice
which will be provided to persons. Please take note of the back
cover page of this notice which specifically states that the
units purchased are restricted as to further resale and that any
certificate issued to a purchaser shall bear a legend indicating
the restrictive nature of such securities.

The auction will be conducted by Recorp Partners, Inc. with-
out the use of any third-party as auctioneer.

Recorp Partners, Inc. respectfully requests a no-action
letter from the Arizona Securities Department for these proposed
auction transactions. The procedures to be used in connection
with the contemplated auction are identical to those used on
prior occasions as to which Recorp Partners, Inc. has requested
no-action positions which have been granted by the Arizona
Securities Department. For your convenience, enclosed are copies
of the prior no-action letters. Also enclosed is a check in the
amount of $200.00 for the no-action request filing fee.

I would appreciate a response letter from you that the
Securities Division will not recommend enforcement action for
violation of the Securities Act of Arizona should the above-
mentioned auction take place as set forth in this letter.

Please feel free to contact the undersigned with regard to
any questions you may have in connection with this matter.

Very truly yours, ~
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Dennis B. O’Boyle
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SEELLE)

>HEFSsKY & FRoOELICH LTD.
4 444 NORTH MICHIGAN AVENUE

CHicaco, ILLINDIS BOSI

TELEPHONE (312) 527-4000

FACSIMILE (312) 527-592)
Writer's Direct Diar No. In ReEpLY ReFer TO:

836-4016 - 4534-12-A
May 9, 1991

VIA FEDERAL EXPRESS

Mr. Matthew J. Neubert
Assistant Director of Securities
Trading & Markets

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Re: Recorp Partners, Inc.

Dear Mr. Neubert:

This firm represents Maniatis Securities, Inc. and Recorp
Partners, Inc. and its affiliated limited partnerships in con-
nection with a proposed auction of certain limited partnership
interests of such limited partnerships, as further discussed
below.

over the last seven years, Recorp Partners, Inc. has spon-
sored limited partnerships formed to acquire and hold real
estate. These limited partnerships offered and sold limited
partnership interests to investors pursuant to applicable exemp-
tions from federal and state registration requirements. A number
of these offerings were structured so that an investor had the
option of paying for his limited partnership interest either
entirely in cash at subscription or in staged payments. In those
instances where a limited partner chose the staged payment op-
tion, the limited partnership would retain a security interest in
the limited partnership interest being sold. Such staged pay-
ments were often required for in excess of five years.

Each of Recorp-Arizona Associates II Limited Partnership,
Recorp I-10/0uterloop Associates Limited Partnership and Recorp
New Mexico Associates Limited Partnership (the "Partnerships")
experienced defaults in payment by limited partners under their
staged payment obligations. Recorp Partners, Inc., as general
partner of each of the effected Partnerships, has diligently
attempted to obtain payment from each defaulting limited partner
but was unable to do so and was, therefore, left with no recourse

{
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other than to 1nst1tute foreclosure proceedings. Rather than
individually suing eachwsuch defaulting investor, the Partnership
chose to institute foreclosure proceedings pursuant to the appll-
cable provisions of the Uniform Commercial Code which requires
that such foreclosure proceeding be conducted in a "commercially
reasonable" manner. As part of the procedures for conducting
such foreclosure, such limited partnership interests are to be
sold at a public auctloﬂ

Prior to 1nst1tut1hg this UCC auction procedure, this firm
contacted the Chief Counsel’s Office of the Division of Corpora-
tion Finance of the Securltles and Exchange Commission ("SEC") in
Washington, D.C. and was advised that the staff of the SEC pre-
v1ously had received several requests for interpretive assistance
in situations 1nvolv1nq foreclosure sales of securities by the
issuers thereof. The position of the staff of the SEC as to
foreclosure sales by 1§suers on their own securities is similar
to the position taken by the SEC as to financial institutions
foreclosing on defaulted loans secured by the securities of
others. The staff of the SEC has stated that it will not recom-
mend enforcement actlon‘agalnst either of such issuers or finan-
cial institutions if certaln procedures are followed in connec-
tion with such foreclosgre sales. Those conditions are generally
as follows: |

1. a notice of sale is published;
|

2. any purchaser of such securities must represent
that they aré belng acquired for investment and
not with thel view to a resale or distribution
thereof and that such purchaser will not transfer
the securitie$ other than in compliance with the
Securities Act of 1933;

3. certificates | evidencing the ownership of such
securities will bear a legend to the effect that
such securities have not been registered and may
not be transferred other than in compliance with
the Securities Act of 1933;

4; the number of purchasers of such securities will
be limited in number; and

5. prospective purchasers will be furnished, upon
request, with such information concerning the
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financial condition of the company as the company
has available at the time of such sale.

These procedures will be followed by the Partnerships in
connection with the above-mentioned foreclosure proceedings.

Brochures concerning this proposed UCC auction sale have
been sent to the existing limited partners of other Partnerships
sponsored by Recorp Partners, Inc. and those existing clients of
the auctioneer who had indicated that they wished to be advised
of such auction sales. It is not the intention of the Partner-
ships to make a general public solicitation in connection with
the UCC auction procedure. Even though the UCC requires an an-
nouncement of the UCC auction, the announcements used are of the
tombstone variety and both the announcements and the brochures
clearly state that any person interested in bidding at the UCC
auction may obtain further information about the Partnerships and
the property involved. Such further information includes the
original offering memorandum of the Partnerships, financial
statements and copies of other update letters sent by the Part-
nerships to limited partners.

It is emphasized that it is not the intention of the Part-
nerships to use this UCC auction procedure as a means to avoid or
evade registration requirements under federal and state securi-
ties laws. That only a handful of persons may bid at the previ-
ous UCC auctions will be no surprise to the Partnerships.
Rather, the UCC auction procedure simply provides a mechanism for
the Partnerships, as creditors, to clean up their records and,
after proper notice to defaulting limited partners, reduce the
ownership of their limited partnership interests to include only
those parties who have paid for their investment.

We wish to point out that the purpose of the UCC auction is
not to raise additional capital for the Partnerships. No new
limited partnership interests will be sold; rather only outstand-
ing interests presently in default of payment will be auction-
ed. The Partnerships will not receive any amounts in excess of
the proceeds obtained in its original prlvate offering; in fact,
all the Partnerships are attempting to do is seek to keep the
amount of proceeds at the level indicated by the investors’ ori-
ginal subscriptions. The Partnerships have no present intention
of offering new limited partnership interests for sale in either
public or private sales.

/
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It is respectfully submitted that the procedures used by
Recorp Partners, Inc. in connection with the foreclosure sales of
defaulted limited partnership interests of various limited part-
nerships sponsored by Recorp Partners, Inc. follow the guidelines
set forth above, and that, as a result, such transactions are
exempt from registration under the Arizona Blue Sky Laws pursuant
to Section 44-1844A.(3) as sales made in good faith and not for
the purpose of avoiding the provision of the Arizona Blue SKky
Laws by a pledger of securities pledged for a bona fide debt. We
would appreciate receipt of a letter from the Arizona Corporation
Commission, Securities Division, that it will not take enforce-

ment action against either the Partnerships, Maniatis Securities

or their affiliates in connection with the aforementioned trans-
actions.

Enclosed is a check in the amount of $200.00 payable to the
Arizona Corporation Commission as the filing fee for this re-
quest.

Very truly yours,

SHEFSKY & FROELICH LTD.

Dennis B. O’Boyle—-/
DBO/bim
Attachments

cc: Myron Newton
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