- Octgher 19, 1999
VIA FACSIMITE 2400 3262624

Mz, Jarmes Far#.ingsmd,‘.
Premerger Motification Offic:
Federa] Trade Commission

& & Pennsylvania Avenues, NW.
Washingtan, D.C. 20580

Re:  Acguisition from State Insurance Cominfssionsr Acting as Recefver
Dear Mr. Parkingstad:

We are writing this lener 1o confm ozl advice you provided to the undersigned in a
telephone conversation on Ootober 14, 1999 reparding the applicabilizy wn the following rransaction
of the notification requicements under the Hart-Scott-Roding Antitrust Improvement Act of 1576
and the Fedepil Trade Cormmission’s implementing regulations (colfecrively, the "Acr).

An insuranes company (the "Relosuring Company™), will reinsure on an sssumption basis, |
cerain life insurance policies and annuity and supplementary conirasts issued by a seeond insurance
campany (the "Ceding Company™). The Eeinmuring Company will alse be purchasing corain
tangible assets related to the inserance policies and contracts being reinsured.

The Cading Company is cumrently o receivership. The Insurance Commiesioner of the
Ceding Company's state of demicile, an clected official (the "Conwissioner™), filed ar application
oy a stete district court (The "Cowrt”}, which lssued an ogder (the "Order™) which, amony other things,
(i) uppuinted the Commissioner receiver of the Ceding Company. {{i) vestod in the Commissionat
title to aif property of the Ceding Company, {iif) prohibited payment of the Ceding Company's debis,
obligations or claims without the approval of the Commizgioner, (tv) prohibited the transfer or sale
of any property of the Ceding Company withowt further order of the Court, (v} required the Ceding
Company, i directors, officers and emnployees, at the request of the Commissionar, @0 ASSigh,
mansfer and deliver to the Commessionar all property, ineluding pooks 2nd rocords, of the Ceding
Cempany, and fvi) dirgetcd the Commissionsr o take auch action aa he doems nencesary o
rehabilitare the Ceding Company. -

The Reinsuting Company and the Commissioner arc nepetiadng a contract for the
assumiption reinsurance by the Reinsuring Company of certain obbgarions of the Ceding Compary
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and the transfer to the Reinsuring Company of cerlain assets of the Ceding Company.  Fursuant ro
the Grder, any mosaction must be approved by the Cout,

The Reinsuring Company has total assets in excess of $100million and the Ceding Cumpany
hes total assets in excess of $10 million. Both companies are engaged in interstate commerce.
Although the unusus] natere of the tansagtion makes it difficult t caleulate the total sonsideratian
te be paid for the incomance palicies, confracts and assets, we presently belisve that the rotal
consideration (calculared in acoordance with Interpretation 139 of the ARA Premerger Notification
Fractice Manual) exceeds $15 millior.

Bascd upon our conversation, it is o undenstanding that the present transaction is cxcinpl
froimn the reparting requirements of the Act bacause the Commussioner quulilfics as a Stare under
Scotion TA(8)4) of the Act or a state agency vader 16 (2 F.R. § 301.1{a}32). Pursuant to Section
Tafe)(4) of the Act transfers to o1 from a State or political subdivision thereof ave sxempt fromn the
reporting requireinents of the Act. Moreover, 18 C.F.R. § 301.1{2){2} excludes stale zgencies ffom
the delinitian of en entity, malking the Act imapplicaile to state agencies.

As we discussed in our teleplons conversagon, we belicve that the Federal Trade
Commission staff's informal position is thar trapsfers to or from state insurance commissioners
goting in their capacity of moelver ame cxempt soder Section 7A(c)(4) of the Act. Although we
understand thar such informal advice is not binding on the Federal Trade Comraission, we briefly
discussed the Letter to Richard B. Smith dated December 2, 1991, and Mr. Smith's annotations
thereto, winlch iedicate that & smie insucenee commisgioner acting as a receiver of an insuranes
campany may s¢ll asscts or scouritics of the insuretice compuny and be exempt wunder Scction

T(AN) 4} of the Act from the repording requirements of the Act. A copy of the foregring letter has
been obtained b thronugh & Frecdom of [nformation Act requestand
iz evailable on the wicmet &

[Fyon believe the analysis set forth herein doss not accurately reflect jce you provided
in our earlicr telephone conversation, plesse catl me immediare hank yoo Tor

your assistance with this matier.

Very muly yours,






