PAauL, WEISS, RIFKIND, WHARTON & GARRISON

SEPTEMBER 16, 2001
SEC TAKESEMERGENCY ACTION TO RESPOND TO MARKET DEVELOPMENTS

To ou clients ard friends Thisupdat is cccasiond by the tragic everst o last week We
cannof howevey merey resot to busines as usuaand repot on a regulatory respons o the
terrorist acts againsthe United Stats withou expressig ou deg sarow for al of the
individud victims o thes tragic events We moun the vicims arl ou thoughts ae with al of
the membes o the families, friends amd cdleagus d the victims, with tho® thd hawe keen
involved in the rescue effostard with the survivors.

The US capitd market ae expectd to opan tomorrow The SEC amony others,
is corcernal abouw undue marke imbalances The SEC al® recanizes thd pullic companies
ard affiliated insides can provice an importart souce d liquidity. To provice rdief from some
of the reggulatory constraing on issue ard dfiliate repruchase d stok during the caning week,
on Friday Septembel4, 2001, the SEC issuel an emergency ordethe “Order”). Unde the
Order:

* Public companie may repurchag ther stok without meetirg the volume
ard timing restrictios imposel by Rule 10b438;

* Public companis involved in pooling-of-interes trangctiors may
repurchas sto& withou adverg accountig consequenceand

» Public compaw officers, directors ard 10% shareholdexr may repurchase
stod of the public compaw withou incurring liahlity unde Section 16 in
resged of matching transictiors thd occured during tle precedig six
months.

The Order iseffective for the five business days beginning on the date of thefirst reopening
of trading on the US equities and option markets.

On the same daythe SEC al® issuel an interpretie released the dfed that,
unde the audito independece rules an accountiig firm’s independece will not be deemd to
be impaired whee afirm provides ookkeepirg services to entities directly affectal by the
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destruction to the Worl Trace Cente ard suroundirg buildings Accountirg firms, however,
may nat undertalke manageriaactiors a decisiors for their audi clients.

In a relatel devebpment we understaththa the FASB’s Emergng Issue Task
Force will be considerig & a meetig on Septembe20” EITF Isste Na 01-10 “Accountiry for
the Impat of the Septemhbell, 2001 Tarorist Acts,” which will address los recagnition,
income statemenclarification ard financid statemendisclosue issues Theg issues will
include wha cossk shoull be incuded in the loss when the loss slould ke recgnized how the
loss stould be classifiel and whaadditiona financid statemendisclosue will be gpropriate.

Rule 10b-18. Pubic company issues ma repurchasg ther stok without
incurring liability unde the marké manipulatio rules (Section 9(3(2) ard Rulk 10b-§ of the
Securities Exchang Ad of 1934 f therr purchase me¢ the terns ard conditiors d the safe
harba avadlable unde Rule 10b-18 Ou generafirm memorandon on Ruke 10b-18 purchases
is dtachal as Annex |. Unde the Order issues ard affiliated purchasex will be deemd to have
complied with the safe harbgmprovidel dl of its terms ad conditiors ae met with the
exceptio that during the peria covered # the Order:

» the timing condition may e satisfiel withou regad to whethe the purchase
constitutes the openig trangction or whethe any suchpurchas occurs
during the lag haF hour of trading and

» the volume conditia may e satisfigl if all Rule 10b-18 purchasesthe than
block purchasesin an ggregae amouhon tha day from or through a broker
or dealer effectad by or for the issue or an affiliated purchaserdo nd exceed
10(% of the tradirg volume (detemined on the bass d the 4 calenda weeks
precediy the wed beginning Septembd0, 2001) The limit is normally
25%.

The SEC ranindeal issues tha unde Regulation M, as a techntd matter, issuers
will neal to conside whether thex are sake beng maca by affiliates unde shef registration
statemerd and if so, whethe they amoun to distributions.

APB 16. Unde the poding-of-interes provisiors in Accountirg Principles Board
Opinion 16, “Business Combination$shae rgpurchase can hawe adverse accounting
consequencesRegurchass covere by the Orde will not affed the availaldit y of poding-of-
interes$ accounting This provides rief for thos registrarg tha had transictiors pendig a the
poding cut-of date (June30, 2007) or that complete sut transictiors ard are subjetto post-
closirg restrictiors an repurchases.

Section 16. Sectio 16 imposs liabilit y for purchase ar salesor sales and
purchaseswithin six montls an officers directors ard 10% shareholder o a public company.
The Orde removes from the scope bliability, for insides tha have matchald sals in the past
six months purchass thd are effectel during tke peria covered { the Order Sud purchases
will not be matchd with sales during the precedig sx months Purchase mus nonethelss be
reportel on Fom 4s The Fom 4 slould use transactio coce “j” and the transactio should be
describé in a footnoe with a specific referencetthe Orde (“Emergeny Orde Pursuahto
Section 12(k)(2) of the Securitis Exchang Ad of 1934 Taking TemporgrAction to Respond
to Marke Devebpments”) Presumalyl the Orde will not exemp insidess tha mace purchases
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under the Order from liability for sales made in the six months following the period covered by
the Order.

Public companies and their affiliates must continue to consider the other
constraints, and must comply with all of the other regulatory limitations, on repurchases. These
are summarized on Annex |. For example, although the SEC recognized in the preamble to its
Order that public companies and their affiliates may find themselves in blackout periods, or
outside window periods, under their insider trading policies and stated that failure to comply
with the timing policies should not be viewed in and of itself as aviolation of antifraud rules, the
antifraud provisions nonetheless remain in effect.

The foregoing is a summary of the regulatory steps taken on Friday to ease the
burdens on the companies affected by the tragic events of last week and on the global securities
markets. This memorandum is not intended to provide legal advice, and no legal or business
decision should be based on its contents. Questions concerning this memorandum may be
addressed to any members of the Paul Weiss Securities Group, including:

Mark S. Bergman (212 373-3258) John C. Kennedy (212 373-3025)
Richard S. Borisoff (212 373-3153) Edwin S. Maynard (212 373-3024)
Paul D. Ginsberg (212 373-3131) Raphael M. Russo (212 373-3309)
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Annex |

STOCK REPURCHASES: REGULATORY AND LEGAL
CONSIDERATIONS

The following memorandon describe certan legd consideration relevanto
repurchase by a pullic compan (the “Company]) of its outstandig comman sto (the
“Common Stock”) The following is only a sunmary of the materihlegd issues tha the
Compalry should conside when contemplatig repurchased its Comma Stock.

l. Stock Purchases Must Not Be Effected for the Purpose of Manipulating Stock Prices

Section9(a(2) of the Securitis Exchang Ad of 1934 as amende (the
“Exchange Act”), makes it unlawfu for ary persondirectly or indirectly, to effed “a seris of
transctiors in ary security registerd on a nation&securities exchang creatig actud or
apparehactive tradirg in such scurity, or raisng a depressig the price & such security for
the purpo® d inducing the purchas a sak d suc scurity by others.”

Becaug issues arl ther affiliates mg wish to purchas shars d their own
sto for valid busines purpose arl na to manipulag the marke price d such stock in 1982
the Securitis ard Exchang Canmissian (the “SEC”) adoptel Rule10b-18, which provides a
“safe harbor” exemptio from the provisios o Section9(8(2) underthe Exchang Act.
Complying with Rule 10b48 protecst issues from clains basd solel upon the time a price at
which an issue or its affiliate bids for or purchase sto of sud issueythe amours o any such
purchase ard the numbe of brokers a deales usel to dfed sud purchases.

Complying with the requiremerst d Rule 10b-18 however, dognot insulat the
Compalry from the generbapplicallit y of Section9(a(2) ard Rule10b-5 undethe Exchange
Act. Thereforethe Compag should proceal with a sto& repurchas progran only if it isnotin
possessia of materid non{public information. (See Parll, below)

To take advantagefdahe saé harbe of Rule 10b-18 al of the following
conditiors mus be met:

Single Broker-Deale Limitation. Sdicited purchase o Comma Sto& mug be
made ard al bids mus be dfected from or through only one broke or deale on ary day.
Where Rule 10ht8 purchase a bids ae made #p or on behalf of the Compag ard ore a more
of its dfiliated purchases (a0 more than ore affiliated purchaseof the Companyon a single
day, the singé broker/dealecondition applies 1o dl such bids ard purchasg in the aygregate.
Unsdicited purchase ard bids may be mack thraugh ary numbe of broker-dealers.

Time o Purchases Purchase mgy nat be made if untl after apurchas o sale
of the Comma Stodk has occurred on ary given day ad (ii) during the lag haff hour before the
scheduld clog d trading on the principamarke or exchang an which the transactio is  be
effected If the transactio is © be dfected ove the counte (including an the Nasda& National
Market), it must k@ made mae than ore haf hour before the temination of the peria in which
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the lag sak prices ae reportd in the constidated transction reportig system[M odified by
the SEC Order.]

Price d Purchase Purchase mus be mae & a price thadoes nd exceal the
highe of (i) the lag independent salprice reporté in the constidated transction reporting
systen or on a nationasecurities exchangeor (ii) the highesindependenpublishel bid,
regardles d the marke reportirg sud figure.

Volume o PurchasesThe Compayw or an dfiliated purchasemay purchas on
any ore dg an aggregaeé amouhthat when added to the amourg d all othe Rule 10b-18
purchase an tha date does nd exceal the greateof (i) ore rourd lot (100 shares)or (ii) the
numbe of round lots closesto 23% of the average dby tradirg volume ove the previows four
calenda weels (excluding ary purchas o a “block” by or for the Compan or ary affiliated
purchaseunder tle Rule) In addition to the limitation se forth in the precedig sentene, the
Compaty may purchas an unlimited numbe of “blocks” of its sto& (althoud the time and
price requiremestdescribd aboe continuea gply). For the® purposesa “block’ mears a
quantity of stok tha eithe (i) has an aggregae purchas price d at least$50,0® and if the
aggregat purchase pre b less tha $200,000is a numbe of shares thd is & least 5000 or
(ii) a leas 20 round los tha totd 150% or more d the average dajltradirg volure ove the
previows fou calendar weks However a blok does nd include ary anourt tha a broke or
dealer actirg as principa) has accumulatd for the purpo® o sak a resa¢ © the Compaw or
to ary affiliated purchaseof the Compapw if the Compaw or sud affiliated purchaseknows or
has reasm to know tha sud amouh was accumulatd for sud purpose[M odified by the SEC
Order.]

Becaug Rulel0b-18 is onl intendel as a “safe harbor,tiis nd necessay that
all sto repurchase ke dfectal in accordane with its conditions The Ruk maks cka that
the mee failure to compy with its conditions wl not give rise b a presumptio tha a violation
of eithe Section9(9(2) or Rule10b-5 ha accured Nevertheles the Compawy stould make
evely effort to compy with al the requiremerst o the Rule ad should weig carefdly the
option of not proceediry with a sto& repurchas progran if these conditiors cannd be met.

. The Company Should Proceed With a Stock Repurchase Program Only if it is Not
in Possession of M aterial Non-Public Information

Notwithstanding compliage with Rule10b-18 in efecting stok repurchasethe
Compaty mug always ensue thd dl materid information corcernng the Compag has been
disclosed Consideratin slould be given to the timeliness d disclosue d materid information,
including quarteny earning information ard informatian corcernng ary pendng extraordinary
transction or corporae devebpment If the Compawg has ro reasm to bdieve tha quarterly
resuls will be outside the range previoyslisclosel or the range bexpectatiors & indicatal by
publishel estimates o the Compaw or securities analysts (whersut estmates exist) then no
public disclosure regardinsud information s required If, however, te Compag has
previousy mace a projectio or estmate o its quartery earning thd it now has reasm to
beliewe is incarect, carrective disclosure stuld be mack pria to canmencig ary stock
purchases.

Where disclosue is requiredtime mus be allowel for the dsseminatio of the
annouremen prior to cammenchng purchasesThe amouhof time allowel for dissemination
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should be “reasonablé although whda is reasonald will depenl upan the circumstanceslif
there are unsettékconditiors in the marketsthe Compawy should anticipaé dely in the
publication of news rebass by Dow Jone ard the othe wire services.

1. Regulation M Considerations

Regulation M unde the Exchange Ac¢tpromulgatd by the SEC in late 1996,
supersede priar Rules 10b-6 10b-7 and 10b-8 Among othe things Regulatio M generally
prohibits thog persos who participaé in a distribution of securities (including issues and
underwrites ard ther “affiliated purchaserg9’from bidding for or purchasig or inducing others
to purchas the secunt being distributed untithey hawe completd ther participation in the
distribution unless the activily is subjetto an exception bexemption Fa purposs of
Regulation M, the tem “distributior’ mears an offering o securities whethe or na subjed to
registration unde the Securitis Ad of 1933 tha is distinguishd from ordinay trading
transctiors by the magnitide o the offerng and tle presencefespecid seling efforts and
selling methods.

In orde to avod a violation of Regulation M during a distribution of Common
Stok (eithe inapublic offering a a merge or othe acquisition) the Compag may nat make
sto repurchaseduring the “restrictel period excep unde certan limited circumstanes For
the Companythe restrictd period meandor companis with an averagdialy tradirg volume
of $100,00 or more a apubic floa of $25 nillio n or more the perial beginning a the
business dg prior to the prichg d an offering (or, in the case ba merge or othe acquisition,
the dae the prox sdicitation or offering materiad ae firs disseninated ard ending o the
completion of the distribution ard for dl others the peria beginning a the late of five
business days prioto the prichg o an offering a sud time thd a perso becomes a distribution
participar (or, in the case ba merge or othe acquisition the dae the prox sdicitation or
offering materiad ae first disseminatedard ending @ the completim of the distributiont’ In
addition during the restricte perial the saé harbo for repurchase unde Rule 10b-18 is not
available.

IV.  Accounting Considerations

Unde certan circumstancegepurchase d Comman Stodk by the Company
may limit its ablity to use “poding’ accountimg for future aquisitiors a othe busines
combinations Before canmencing ary stok repurchas programthe Compag may wart to
discuss ths isse with its accountant§M odified by SEC Order.]

V. Stock Purchases Should Be Authorized by Board Action

Managemenshould hawe Boad authorzation prior to efecting ary purchase of
its sto& (drat boad resolutios ae attachd hereto a Appendx A for you reference) This
approvamay be given by the full Board of Directors a by the duly authorked Executive
Commitee d the Boad of Directors.

VI.  Public Announcement of a Stock Purchase Program Should Ordinarily Be Made
Prior to Commencing Purchases
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A public annouosemen of the Companys intentio to purchas its own stock
should be maek pria to the purchag o any materidamourt of stodk (a draf of an gopropriate
press releas is atbcheal hered as Appendk B for your referene). The question of what is a
“materid amourt of stock for an issue will deperl upan the numbe of shares it has
outstandingthe amouhof stod in its public “float” and the average dby tradirg volunme o its
stock An anourt of stok exceedng 3% of the outstandig share o the Compaw should
presumptive) be deemd material No puldic announcemens require in conrection with the
purchag o an immaterid anourt of stock.

VIl.  Specid Considerations Apply in a Situation Where the Companys Stock
Repurchases Could Resut in it “Goin g Private”

In a faw casesstok purchasse by the Compag could hae the &ect, directly or
indirectly, of causimg a clas d equity securities o be hetl of recod by fewe than 300 persons
or to be ddisted from a nationasecurities exchang a removel from quotation onNasdaq If
there isa reasonabllikelihood of this cccuring, or if the Compay has as oe o its objectives
in effecting a sto& repurchas progran ore o these dfects stok repurchase may only be
effectad in compliae with Rule13e-3unde the Exchange ActRule13e3 ses forth extensive
requiremerd corcerning the disclosurgefiling and disseminatioof information relatirg to a
propose “Rule 13e-3 tranaction; which, as a practicamatter, ar likely to make
implementatio of an ordinay stok repurchas progran impracticable.

VIIl.  The Compary Must Comply With Applicable Listing Rules

The rules of the majo exchangs hae criteria thamust ke satisfiel for the
continue listing d the Comma Stock The® critera include minimum numbes of
shareholderaninimum averag weeky tradirg volume minimum numbes o publicly held
shares ard minimum gggregaé marke value o publicly hed shares After giving dfed to any
stok repurchasethe Compay mug ensue thd it is stil in compiance with the® criteria.

IX. The Compary Must Comply with Corporate Law on Stok Repurchases

For example Section 160(39 of the Delaware Gener&orporation Law (the
“DGCL") prohibitsa corporatio from purchasng its own stock fa cas or othe propery when
doing 90 woul cau® “impairmen of its capital” Delaware cous hawe interpretd this Section
to mean tha a corporatio may use on its surpls for the purchas o its own capitd stock.

Further a corporatiors purpo® pursuahto which it purchass its own sto& may
be subjetto judicid review in Delaware Delawae cours hawe hetl tha a corporatio cannot
purchag its own sto& when its only purpo® is 1o perpetua contrd by a daminart shareholder
or by a directo ard when thee is o showirg of any red thred to corporag pdicy. On the other
hand directos hae nd been het liable for having a corporatio buy blocks o its own shars at
premium prices o fend of apurchas by an outsidetha they believal poseda threato the
corporations continué existence.
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