
 

 

April 19, 2010 
 
 
The Board of Directors 
General Growth Properties, Inc. 
110 N. Wacker Drive 
Chicago, IL 
60606 
USA 
 
Attention: Mr. John Bucksbaum, Chairman 
  Mr. Adam S. Metz, Chief Executive Officer 
  Mr. Tom Nolan, President and Chief Operating Officer 
 
Re: Sponsorship of Standalone Plan of Reorganization for General Growth 
 
Dear John, Adam and Tom: 
 
We would like to thank you once again for the opportunity to meet with you to provide further details 
on Brookfield and share our views on how our sponsorship of the reorganization of General Growth 
Properties (“GGP” or the “Company”) can help you build value for all shareholders.   
 
As you are undoubtedly in the midst of reviewing the proposal made to you by Simon Property Group, 
Inc. (“Simon”) subsequent to our meeting, we thought you would find it helpful if we addressed this 
development by highlighting the very significant advantages of our agreement compared to Simon’s 
proposal.   
 
STRATEGIC BENEFITS 
 
We believe that Brookfield is ideally suited to sponsor GGP’s recapitalization.  As a leading global real 
estate owner and operator, we have significant relationships and expertise that can benefit GGP and 
GGO and accelerate their ability to re-establish normalized operations, access capital and pursue growth 
opportunities.  Significantly, Brookfield does not have a North American retail property platform and, 
given its scale, GGP would therefore represent the natural platform for opportunities in the retail sector 
available in our broader global organization.   
 
In contrast, we believe that a significant toe-hold position by GGP’s largest direct competitor will be a 
material ongoing impediment to the prosperity of the Company.  In addition to the unnecessary 
obstacles that GGP would have to overcome due to actual and perceived conflicts in the pursuit of 
corporate opportunities and in making day-to-day decisions, a significant shareholding by Simon will 
inevitably create uncertainty as to whether GGP will remain an independent company for any length of 



 

 

time.  It is hard to believe that Simon will be satisfied with the status quo when it could achieve major 
synergistic benefits by combining the two companies.  Further, we do not believe that any formalistic 
“limitations” proposed by Simon will materially alter the burden that GGP will face in hiring and 
retaining employees and management, negotiating leases, pursuing acquisition or development 
opportunities or accessing the capital that it needs to finance and grow its business.  We believe this 
uncertainty could have a significant impact on GGP’s operations and trading value on a sustained basis. 
We also offer advantages Simon cannot.  As one of the largest office companies in both the U.S. and 
worldwide, we have agreed to provide our expertise in managing and leasing GGP’s office assets at no 
cost.  In addition, we have expertise in the homebuilding sector and we have agreed to provide a 
management team to GGO at the Company’s request to utilize our institutional knowledge to drive 
value for existing shareholders.  We have also agreed to help GGP grow internationally should it wish to 
do so. 
 
TRANSACTION CERTAINTY WITH FURTHER OPTIONALITY   
 
With the long term commitments of Pershing Square and Fairholme Funds in conjunction with 
Brookfield’s cornerstone investment, the Company has all of the equity required to complete a plan that 
will offer substantially all creditors the option to be paid in cash in full.  These unique commitments also 
provide tremendous flexibility for the Company to take advantage of a range of additional opportunities 
including (i) the Company’s ability to reduce the commitments of Pershing Square and Fairholme Funds 
by up to $1.9 billion should such capital be available on more advantageous terms as the Company 
approaches emergence and (ii) the Company’s ability to replace our transaction altogether with a higher 
and better alternative.   As we emphasized in our meeting last week, we don’t believe that this is the 
right time for GGP shareholders to sell the Company; however, with Brookfield’s equity commitment 
and the optionality it provides,  the possibility remains that the process will elicit a sufficiently 
compelling offer that fully values the potential of GGP with an appropriate control premium on a 
normalized (non-bankruptcy) basis.   
 
While the Simon proposal technically retains the same contractual framework, these theoretical rights 
of the Company are far less likely to translate into tangible value for shareholders in the context of an 
agreement with Simon.  We would not participate in the process any further and the Company would 
lose the stability that has been provided by our interest and commitment to date.  Moreover, Simon’s 
requirement to dispose of billions of dollars of stock will all but eliminate the prospect for the Company 
to execute a traditional capital raise under UBS’s proposed process.  The supply and demand dynamics 
inherent in Simon’s circumstances stand in stark contrast with the potential for scarcity value and excess 
demand that would arise under our arrangements which anticipate a widely distributed and highly liquid 
market for GGP equity.  
 
In addition, a Simon recapitalization raises significant antitrust issues that are non-existent in our 
transaction.   At a minimum, regulators would likely conduct a full-scale investigation into the threat to 
competition posed by Simon’s proposal, delaying the transaction for months, and potentially leaving the 



 

 

Company back at square one in formulating a plan of reorganization, and subject to risk of change in 
market conditions in the interim.  For this reason alone, the Simon proposal is not a viable equity capital 
commitment for the Company.  In addition, a minority investment by its primary competitor will result 
in the Company’s ongoing operations being subject to scrutiny on an ongoing basis for anti-competitive 
behavior.   
 
ALIGNMENT OF INTERESTS WITH SHAREHOLDERS FOR A SUCCESSFUL RECAPITALIZATION 
 
Brookfield, Pershing Square and Fairholme are all fully aligned with existing shareholders to see the 
Company successfully complete a recapitalization that fosters the broad acceptance and success of both 
GGP and GGO in the capital markets.  We believe that the opportunity for shareholders to capture the 
value that will be realized from resumption of normalized operations and pursuit of growth 
opportunities is a highly attractive alternative in comparison with a sale of the Company and will be 
significantly enhanced by our sponsorship.  We believe that the recognition by the capital markets of the 
long-term prospects for GGP and GGO will also be enhanced by the participation of Pershing Square, 
whose involvement to date has proven to be significant in creating value for shareholders, and by the 
Fairholme Funds, whose reputation as a supportive long-term investor is undisputed.  
 
In contrast, Simon stands to gain significant benefit regardless of whether the recapitalization proceeds, 
regardless of the detrimental impact of any ongoing deterioration in operations, regardless of any 
ongoing stock overhang or regardless of whether the emergence process is delayed for a meaningful 
period.  Any cost or loss that Simon may incur as a result of its GGP investment will be more than offset 
by the competitive benefits that will naturally occur in Simon’s primary business.  The existence of its 
primary competitor as its largest shareholder effectively negates the possibility of a future sale of the 
Company to another party, and highlights the real intent of Simon’s proposal: to buy time to deal with 
its anti-trust issues and eventually acquire control of the Company or effect a creeping take-over 
without paying an appropriate control premium.    
 
While we are not privy to Simon’s thinking, we believe its proposal could be considered merely as a 
tactic to put pressure on the Company and/or the court to move forward without an equity 
commitment for a stand-alone plan (by having us withdraw) or seek to pressure us into providing the 
equity commitment and other benefits provided in our cornerstone investment agreement (the “CIA”) 
without granting us the agreed compensation in the form of warrants.  
 
In that context, and so that there is no uncertainty for you as you consider your alternatives, we wish to 
strongly re-iterate the position that we stated in our proposal letter of February 20, 2010 and have 
consistently maintained regarding our need for protection and compensation.  In particular, (i) we are 
not prepared to move forward with our commitment unless we are granted the warrants on the basis 
provided for in the CIA as consideration for the role that we have and continue to play in helping to 
enhance value for the estate and its shareholders, regardless of the outcome and (ii) we will not 



 

 

participate further in any process involving a transaction with GGP unless the approval order is entered 
and the warrants are issued on the terms and in the time frame contemplated in the CIA.   
 
For your reference, we enclose, a portion of the presentation we made last week to the Equity 
Committee on the same topic outlined in this letter. 
 
In conclusion, we remain enthusiastic about the opportunity to become a cornerstone investor in GGP 
and GGO and assist the Company with its emergence from bankruptcy and we remain committed to 
completing our proposed transaction on the terms set forth in the CIA.  We believe there is tremendous 
potential for both companies to grow and thrive as strong, independent businesses.  As always, we are 
available to discuss any questions that you may have at any time. 
 
 
Very truly yours, 
 
 
 

 
________________________________________ 
 J. BRUCE FLATT 
 CHIEF EXECUTIVE OFFICER AND SENIOR MANAGING PARTNER 
 
 
  
 



Brookfield Asset Management Inc.

Comparison of Brookfield and Simon Alternatives
Brookfield Recapitalization Simon Recapitalization

1. Cornerstone Investment for perpetual public retail platform Toehold acquisition by Company’s biggest direct competitor

 Similar to Berkshire Hathaway’s ownership of part of 
Coke 

 Similar to Coke owning 25% or more of Pepsi

 Brookfield has no other platform for pursuit of 
opportunities in the retail sector

 Quality tenants and employees will not make long-term 
commitments to GGP

 Ongoing conflict for corporate opportunities and decision 
making

 Perception of conflict by third parties will limit opportunities for 
GGP and constrain its business

 Value will deteriorate

2. Brookfield's sole incentive is achieve a successful 
recapitalization and see near term and long term value 
maximized for all shareholders

Simon’s primary objective is to take over GGP at the lowest possible 
price – a creeping takeover at best 

 Simon benefits as a result of failure of recapitalization or value 
deterioration post closing

3. Brookfield sponsorship will accelerate re-establishing 
positive momentum in the capital markets and with lending 
institutions

Simon proposal carries risk of multi-billion dollar overhang of stock 
required to be disposed post closing

4. No risk that any one shareholder holds more than 50% of 
GGP equity

Risk that Simon may own greater than 50% for an indefinite period 
– which will exacerbate the negative impact on GGP

 Negative impact will not be mitigated by technical legal 
arrangements



Brookfield Asset Management Inc.

Comparison of Brookfield and Simon Alternatives

Brookfield Recapitalization Simon Recapitalization

5. Preserves opportunity for the company to elicit higher and 
better proposal through established bid procedures

Extremely unlikely for any third party to participate once agreement 
with Simon is entered into – Brookfield will not participate

6. Creates opportunity for shareholders to obtain premium in  
future change of control transaction through a non-
bankruptcy sales process after normalized operations and 
growth prospects have been achieved

No realistic prospect for extracting change of control premium in the 
future

7. No Anti-trust risk Anti-trust risk for both the restructuring transaction and on an ongoing 
basis

 The transaction is subject to the risk that regulators may not 
accept technical legal constraints as sufficient, particularly 
given prior statements of intent to acquire control and 
achieve benefits of combined organization

 Post closing, at best the company will be subject to a 
burdensome compliance regime and an ongoing threat of 
regulatory or civil legal action 

8. Supporting co-investors highly incented to see successful 
completion of recapitalization and broad capital markets 
support for GGP and GGO post closing

The one Supporting co-investor receives a valuable option in the event 
that recapitalization transaction fails and an acquisition of control by 
Simon occurs instead



Brookfield Asset Management Inc.

Comparison of Brookfield and Simon Alternatives

Brookfield Recapitalization Simon Recapitalization

9. Brookfield, Pershing and Fairholme receive warrants 
providing participation in future upside as an inducement to 
participate and compensation for unprecedented 
commitment and other benefits provided to Company

Simon gains immediate and longer term benefits from uncertainty 
created by unprecedented proposal to become largest shareholder in 
its biggest competitor 

 Provides ongoing incentive to ensure the long term 
prosperity of GGP and GGO and strong alignment 
with other shareholders

 Any incremental delay in bankruptcy or ongoing overhang 
will provide Simon with ongoing benefits in their main 
operations

 Strong likelihood that the  Simon investment is merely a first 
step in achieving longer term objective of acquiring the 
Company on a value basis
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