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March 10, 1998

PAOFE Z2/3 HightFAK

6th Street and Penosylvania Avenue. N.W.

Washingron, B,.C, 20530

Avtached i3 an owrline of a transacrian thal invalves the transier of a

[ear Nancy:

! TOm the reparting rcquITEMmET

We believe that the doeseribed rransaction 15
art-Scort-Rodino Anzitrust Improvements Agr.

We would appreciate your theughts at your earliest converence.

Sincerely,
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For purposes of anelysis, assume that all relevant "sice-of-person” and “size-of-transaction” tests are

mat.

i Several "contealled” entities of A, including Al issue credit cards {including bank credit cards
amd private label eredit cards) to consemers Al mans 100% of the accounts of 2 certain bank
card portfalia {the "Accounts") and 2 25% mrerest 1 the 1eceivables relating to such portfolio
{the "Receivables")

2. Saveral "controlled” entities of B, including B 1, issue credit cards (including bank wreditl cards
and privare label credit cards) o consumers B1 and B2 {also a "controlled” entity of ),
collectively own 2 75% interest in the Recoivables

3. 1, a "controlled"” emtity of C, and D1, 2 "contralled" entity of I3, intend o enter tie a trans-
action whereby C1 and 1) will purchase the following:

A C1 will acquire from Al ¥ of the Accounts;

B. C) will acquire from A1, B, and B2, ¥ of the Receivables;
C. D1 will acquire from Al Y4 of the Accounts, and

L D) will acguire from Al B, and B2, ' of the Receivables

4 Fallowing the sale of the Accounts and Roceivables to C1 and I21:

A Other "contralled” entities of A wall still issue bank credit cards and private lahel ere-
dit cards to consumers; and

B Bl wdll still issue private Jabrel credit cards ta consumers, and ather "controlled” enri-
tigs of B will stilf issne hank eredit cards and private lahel credit cards in consumers

i Stnce the "person” of which each of A and B are included will siill extend cansumer ceedit

after the sale of the Accounts and Receivables to Cl and DY, the faregoing trassactioms
should not be subject to the reporting requirements of the Hart-3cott-Rodino Antitrust
Tmpruvermnents Act of 1976, as amended, because the foregaing transaction would be deemed
ta be canducted in the ordmary course oF il of the parties’ respective businesses.
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[ VIA FACSIMILE
Ms. Nancy Ouvuka
Premerger Notification Qffice

H-303
Federal Trade Commission
Washingicn, BC 20580

Ee:  Section 801.9 exemption
Dear Ms. Ovuka;
I reprosent oS N—— .1 (R - R g | oppoociae e

opportunity 1o speak with you und obtain the FTC™s advice abeut enmpliance with the Hut Scott-
Roding Antitrust Improvements Acl. This letter memorisiizes our prior discussions and the FTC s
advice.

1. Backeround Facts

A . . s . AN o portion thut aperanes 36 swores
i eleven wisstern statca _LC is the sole sharsholder of S SR
twi ¢lasseés of membership interests: Governames Unirs apd Financial Univs, Both Units have the
same rights to recefve profits and distributions upan ligndation, Members with Governance Units
have the power to appeint and rermcve SN Managers ang also have the ryht 1o cast votes
on cerrain matiers. A Manaper must own at least one Governanee Unit, and therefone, e ewsider
o third party can serve as a Manager of Gfl® The Governance and Financial Tnits are
owned as follows:

Gov. Units  Fip. Units Total Ya
100 475 375 3800
-0 535 525 IR28
- 523 525 2623
1 34 73 473

Totals T 2000 1005

LA
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Ms. Mugey Ovuka
March 11, 1098
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The Managets ufw_mnml allﬂmmgemmt decisions.
In additien, as holdcrs of all of the Governance Tnits, Wil 2nd SO the only Mambers
wha can appoiat or replace 2 Manager. Members who held enly Financial Units may vote on
certain e¥traordinary transactions, such ws the dissofution of Syl SN -
Managers and sole holders of the Governance Units, have powers sirnilar fo peneral pariners ina
limnited partnership. However, the Managers must act by meority vote of all Manapzrs

The Managers may delegate authority to a single Manager. However, iR opcrating
apreement specifically provides thar =o long as Mgl is cmployed by Siahe surviving
corporation of the merper), no Sk manapener! responsibilities may be defegated to her
atone. Similarly, PRI cperating sgreement specifically provides it so long os NN
is a consultan! forfiggy, oo @R mn2pement responsibilities may be delegated 1o him atane.
Because there are only two Managers, both must agree to act,

At this time, JESelRov s no other wisets other ﬂumlthe'-smck.

B. Froposed Trapsection Enclosed is a chart that briefly summarizes the proposed merger
trznsaction. YN, il forrm ST ——- - ) S
‘Vill inerge into i, withiiigsurviving the merger. AT the same time, (TN will
receive 2,143 013 shares of WS common sieek in exchange for al) of the SR stock The
omman stock to be reccived by SR worth appraximately 3435 millizn (based
on it clurrent market price].

As of Tanuery 30, 1998, Wilihs2 2,904,745 sharcs of Class A common stock outstanding
{(which stock has 10 wvotes per share), and 45,573,415 shares of Commeoen Stock gutstanding. 11
SR rccives 2,143,013 shares of Common Stock, i will own approsimately 4.5% of the
cutstandinsy il s Cownmon Stock (using the 45,573,415 figurs, pius the 2,143,013 new sharss
issued o Mg This decs not include the nonregistered Class A common stock with the super-
voting powers.

C Invalvement of the -wiﬂi ] i 0w serves as the prasident of Ty
After The merger, ’“ﬂl serve as a consultant for )5 fora vear, Hewillnotheza

director, officer or employee of iR 2nd will not have any managernent 2uthotity
with respect to those cotporations afler the merger. However, W™y serve as president
of Mikand will be an cmployee with some management authority over gy the SNy
subsadiary.

There is 3 possibility that NNl +ill provide consulting st-rvic:es to- during the
irunsition pericd becauve of his knowledge of Mils compater systems. IR -
currenily employed by iand could ¢ontinug to be coployed by YR after the merger,
althonrgh we understand thar no final decisions have baan mads by mm:ﬂd naot

"rzaud "
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M5, Nuncy Ovuka
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be an offiver o7 director of the surviving corparation, and would not have any management

authority. Furthermore, neither Sk nor SIS a Manager of WREINERN
1. Issue

Dhuring our telephone conversations, we discussed the avaitshility of the §302.9 exemption for
A, Eccansc of the amounts involved in this mnerger, SN would be an scyuiring
person of the SIS stock, but for the exemption, However, Tunderstand the FTC agrees that if
(1) mmwplli { during the time she is coployed by S, acting alenc, does not have the euthority
over WPt ; seneral parmer would have over a limited partmership, and (2) Wl
(ducing the time he is 2 consultant for 3, acting atone, does not have the outhority over
S 51 3 pensral pariner would have over a limiled partnership, then the 802 2
exemption would be available toJiREE

i understand thas this means that in completing the HSR fAling, #iggh would onty file asar
“acquired person”, and oot as “both” an ecquired and acquiring person. Perhaps most
importantly, this would celicv- " Sipaali¥-om the obligation to pay the HSR filing fee.

Pleasc conficm my wnderstanding of the availability of the §802.9 {solely for investment)
cacmplion for -2 sed on the facts outlined abeve, Thunk you for your adsiaance and
the FTC s advice on this matter.

Very truly yours,

Cc:

wmza
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