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February 14, 1996

Patrick Sharpe

Compliance Specialist

Pre-Merger Notification Oftice
Burcau of Competition

Federal Trade Commisgion

6th Street and Pennaylvania Avenue
Washington, DC 20500

Dear Mr. Sharpe:

S LOJ. a p 3 alitication
for an exemptlion from the H-S-K pre-merger notification
requirements.

An i an company proposes to gell ite cntire §52
million loan portfolioc to two different finance
companiel, one of which will be acquiring approximately $45 million

of the loans.? The seller, which hac approximately 5600 million
in assets, is a state chartered financial institution that engagcs
in the buginecss of banking and las its deposits insured by the
Federa! Depnsit Ingurance Corporation. The buyer of Lhe larger
portion is a multi-billion dollar financial servicee company which
engages in various forms of lending. The seller, tor various

Misiness reasons, has decide | snue thiv portion of its
lending business and seil it oan portfolio. It will
continue to origiuale commercial L0ans, consumer Tnans, real egtate

loans and other types of loans authorized for an industrial loan
company .

-

Following our conversation, further discussion with the
partics clarified certaiu aspects of -tHa ction (i.e., the
size of the parties, the gizc of the RO

purchasers) . -
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As we understand from our discussion, the sale of the larger
portion will qualify for the exemption [rom the pre-merger
notitication requirement, set forth in 12 U.8.C. § 18alc) (1), as
oue effected in the ordinary course of businegs because the seller
will rcmain in the lending busineus fullowing the le orf this
particular type of loan portfolioc.? Baacd upon the(fff%;)p051tlun,
the parties will proceed tn rnnsummate the transaction without

making the H-S-R [iling.

We woluld appreciate your confirming cur undcrotanding as set
forlth in Lhis letter, as indicated, and returning it to me by
telecopy. If you have any questions, please do not hesitate to
contaet me. Thank you again for your aosistance.

Very tru

202 396 2691°# 3/ 3

cC . |
JEN cqllel)
Confirmed: 2 /14 g ¢ .

2/209; his
patrick Sharpe
Compliance Specialist
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! Even if the smaller portion is aggregated with the laryer
it should likewise qualify for the

portion for the H-S-R analysig,
cxemption.
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Interpretations Relating to Section 7A 21 X

on : trary to the producing assets analysis.IMany “rcal estate” assets that produce an
5. , income stream, such as hotels anll shgpping centers, are leased to third parties. Xy
26 i The sale of such assects is not exemiy®? T he staff has also identificd certain types ,
e of assets that, although revenue producing, will always be treated as exempt
re- realty; these are office buildings and residential buildings. oy .
he ‘
Ja- .
or- e
ser "] Applicable subsections of the Actand rules. § 7A(c)1), § 802.1(b). &Y
s 23 Brief statement of the question or problem. Is the acquisition BgC)
s ‘ __I by Bank A of certain credit card reccivables of Bank B exempc under ¥
ed § 7A(cK1) when the receivables comprise all of Bank B's business in a particular ¢
state but not all of its asscts and not cven all of its credit card receivables? )
15- . !
of Interpretation and discussion. @Thc FTC staff determined that sale of & .
ny all of Bank B’s business in a particular stage_is analogous to selling an operating 3
er division and therefore is not exempt under § 802.1(b). P
X Documents pertaining to this issue. Letter to Joe Price, dated February 25, 1987. § ‘
7. Commentary. Accounts receivable are considered assets for the purpose of  ©
the Act. Sce Formal.Interpretation Under 16 C.ER. § 803.30, The Treatment of Ac-
counts Receivable Under § 801.21 (Mar. 20, 1980). - ({
Whether or not a group of asscts constitutes an “operating division” is par-
tially determined by the way in which an entity has structured itself. For exam- El
ple, if a bank were to sell its home improvement loan portfolig, but retained its
a- _ boat loan and car loan portfolios and the same bank personne] were Lﬁponsiblc 3
D for handling all of the loans as part of a consumer loan division, the sale of the o3 ‘
sh / Rotae improvement loan portfolio mlght be exempt as a sale in the ordinary course il
/ of business. However, if the bank had so organized itself that cach type of loany ‘\"'))
ot v was i a sepag ivision, then the sale of the home improvement loans would !
or 11 [ not be in the ordinary course, but would be the sale of substantially all of the | _ J
e i i assets of an operating division. The 1985 Proposed Rules (50 Fed. Reg. 38,742) 3
3d—l 7 i provided examples of collections of asscts that might be deemed operating divi- E
5 ch\ A sions: regional or branch units, international units, financial units, service units, -3
1w é.J‘_’ : transpottation units, factories, mines, oil wells, hotels and shopping malls. See =
ot Lé'f . \ also Int. #20. F
R -
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Applicable subsections of the Act and rules. § 7A(c)1), §§ 802.1(b),

24 801.15

as \ Brief statement of the question or problem. Is the acquisition
ir- ' from a single seller, under a single agreement, of scparate parcels of undeveloped
th real estate and other nonrealty assets the aggregate value of which exceeds $15
million subject to the Act7
4 ING B &W},{ #2.3
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