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BY FAX TO 202 / 325-2624

Thomas Hancock, Esquire

Premearger Notffication Oifice

Federal Trade Commissicn

8™ Street & Pennsylvania Avenue, N,
Washington, D.C. 20580

Dear Mr. Hancock:

The purpose of ihia letler is to confirm our undesstanding regarding certain eredit
unipn assats that the Federal Trade Commission (FTG) would view as exempt
from the notification rules in the case of @ merger of two comporats credit urdons.
Our understanding s based on conversations with FTC staff aftormeys and our
review of the Hart-Smtt-Rodmo Antirust Impsovermnent Act of 1 9?6 15US.C
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Cradit untons are nonprofit, membership cooperatives that provide financial
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speciﬁc geographic coitununity. Cradit unions provide saving and credit
senvices. Saving services includes share savings and daft accounts, shars
certificates, and credit sarvices includes secured and unsecured mnsumer Bnans
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made up of so-valled natural person credit unions. They function essenfially Mke
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unions are et kmited o comporate credit unfons a5 a source of fiquidity or for
cloaring activities but may alse tuim to banks, Corporate credit union charters
are: generally geographic in that they are charfered fo serve credit unions within 2
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[he Mature of a Credit Union Merger

PRIV G EIGIGE . LY SR GG IO, U LGOS WU ALt
credit unfon simply become members of the acquinng credit union and thelr

accounts are fransferred. The merger of federally-insured credit unions requites
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Exempt Assefs
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18 C.F R 8801.21

Under this regulatery provision, voling or nonvoting securities, other obligafions
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exempt

Irvastmeont aceounts. Credit unions are finited by statute to parficular fypes of
investments. 12 U.S.C. §1757(7), (8}, {13). Corporate cradit unions have
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maney market purchases, third parry repurcha.,e agreements deposns inthe
- ,

Accrued incoeme on these Investments is Jikewise exsmpt.
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Central Liquidity Facility fCL'_) Tha CLF 53 anunlty souma within the NCUA; credif unions
establish membership in the CLF by sub‘;..ribmg {o ‘capital $oak” 0 an amount rot kess than 19%
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Prepaid expense and prepaid fax accounfs.

Sefflamant accounts including check clearing, sutcmated cleaning house, and
Federal Reastve Bank transaclion accounts established in connection with
providing sefflement services bo member credit unions. To ilustrate, each day
rmember credit unions may deposit thousands of checks inio their ascounts with
the corpeorate oredit union for cleating. The cerporate credii union aggregates
these depasits and enters tha dallar value of these checks in an assel account
with a corresponding entry inn 2 liakilily account. As checks clear, the corporate
credit union releases funds s its members. If a check clears, the cosporate
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accoun‘t to the member's share account tfrom wiueh the membear can withdraw
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are precigiated by an omier for cash payment, generaﬂy a check o a wire
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thess feimperaty sstjemant accourts ars sssenfially an accounting mechanism

and are axempt as the squivalent of cash under 18 C.F.R. §301.21.

_ 1ﬁ C.F.R. 8802 2(dy2}

and “assets incldental to the ownership of such pm'perty. including cash, prepafd
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This provision of the HSR Act exernpts acquisiiions of “bonds, mortgages,
deeds of trust. ar athet obligations which are not voting securities” from the
premerger nofification revuirerments.,

We would appreciats your conaideration of two particular types of loans of lirss
of cradit that we believa should be exempt under 16 C.F.R. §801.21 as cash
equivalents,
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Loans secured by cash assels in the possession of e credit union,. Credit
unions often make loans that are secured by cash deposiis {member sharas) of

tha debtor at the credit union, If the debtor defaulis, the credit union has the
rig Jh‘t wnhcut court intervention, o immediate possession and wse of the cash
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unicn. Wa believe theze "avemight” settlement Ines of credit should be treated
as cash equivalents exempt under 18 C.F.R. §801.21(a).

Daie of Valuation
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uhion ars to be valued for gurposes of measuring thoss assets against fhe $15
million size—oftransaction thresheld. The eoiporate credit union merger at issue
is scheduled 1o be consumimated on December 31 19499, and so we are now
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asaets of the acquired instifution an any particular day between now and the
marger, and if the aggregate nonexempt assets of the acquired corporate are
below $15 million o that ore day, the acquinng corporate will not have to submit
an FSR ﬁng Wea ynderstand that this interpretation would have to be qualified
if the acquiring corporate has acquired other assats of the acqmred cofporats in
the preceding 180 days. 16 C F.R. §801.13{b)i).

We would appredzte your review and informal opinion of our analysis regarding
exsmpt assefs and the date of assst vatuation.
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