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OPERATOR: This is conference #:77083269 
 

Good afternoon and welcome to the Santander Consumer USA Holdings 
Conference Call.  At this time, all parties have been placed into listen-only 
mode.  Following today's call, the floor will be open for your questions.  
Please dial star one to enter the Q&A queue.   

 

 It is now my pleasure to introduce your host, Evan Black from SCUSA 
investor relations team.  Evan, the floor is yours.   

 

Evan Black: Good afternoon.  And, thank you for joining the call on such short notice.  On 
the call today we have Jason Kulas, newly appointed Chief Executive Officer.  
We'll begin with opening remarks and then open up the call for any questions.   

 

 Also in the room, we have Jason Grubb, newly appointed President; and 
Jennifer Popp, newly appointed interim Chief Financial Officer.   

 

 Before we begin, as you're aware, certain statements made today could be 
considered forward-looking statements.  For further information, please refer 
to our previous Safe Harbor statements and risk factor language in our most 
recent SEC filings.   

 

As you're aware from today's release, the Board of Directors have named 
Jason Kulas as SCUSA's new Chief Executive Officer.  He will also become a 
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Director on the Board of SCUSA, and subject to applicable regulatory 
approval, our parent company, Santander Holdings   

 

 Jason joined the company in 2007 as Chief Financial Officer after covering 
SCUSA since its founding as an investment banker at JP Morgan.  His vision 
and strategic direction played a key role in the profitability of the company 
through the latest financial crisis and its organic and inorganic growth 
thereafter.  Notable accomplishments include leading numerous transactions, 
conversions and acquisitions, planning and executing a successful liquidity 
strategy when the ABS markets weakened in the latest financial downturn.  
And he also played a pivotal role in the IPO.   

 

 Jason, the floor is yours.   
 

Jason Kulas: Thanks, Evan, and good afternoon, everyone.  I am honored to have been 
chosen as Tom's successor as SCUSA's CEO.  I am excited for the 
opportunities that lay ahead and I'm confident in our ability to execute against 
our stated strategy.  Before I begin to speak about our future plans, on behalf 
of the entire SCUSA family, I thank Tom for the legacy he has left and wish 
him the very best, moving forward.   

 

 We are excited for Tom and delighted that he will continue to serve as a 
director on our board and as a senior adviser to the company.  I strongly 
believe he has positioned this company for success and growth and I'm 
excited to continue to build upon our strong foundation.   

 

The changes in Tom’s role at SCUSA have been amicably agreed upon and 
are unrelated to the company's performance and regulatory standing.  It is 
important to note that with Tom’s departure and my appointment as CEO, 
SCUSA is following its succession plan.  I've been fortunate enough to work 
closely with Tom over the past eight years.  Tom and I had many discussions 
about the succession plan and about SCUSA's best course of action if he were 
to decide to pursue new opportunities.   
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The board’s succession plan called for an internal candidate to fill the CEO 
role, which along with the elevation of existing key management into newly 
expanded roles, positions the company for a seamless transition and ongoing 
stability.   

 

 Today begins a new chapter at SCUSA.  And, we start this journey from a 
position of strength.  We have an exceptional management team, the 
confidence of Santander and the respect of the financial community.  Tom’s 
decision to remain on the SCUSA Board and to serve as a senior adviser is a 
testament to his ongoing confidence in the company he built over 20 years.   

 

 Additionally, we're excited to have Jason Grubb serve as SCUSA's new 
President.  Jason Grubb has been with the company since 2004 and has served 
as Chief Operating Officer from 2007 to present.  We're also currently 
searching for a full time CFO replacement.  Jennifer Popp will serve as 
interim Chief Financial Officer and she is well qualified for the role and she 
has most recently served the company as Chief Accounting Officer and 
Deputy CFO.   

 

 I'm excited about these executive announcements and have every confidence 
in the abilities of this leadership team to continue to build on SCUSA's 
momentum.   

 

As noted in our Form 8-K filed this afternoon, Santander intends to exercise 
its call options acquire all of Tom’s shares in SCUSA and increase its 
ownership of SCUSA subject to regulatory approvals.  This evidences the 
bank's confidence in our company.   

 

 From a strategic perspective, we will continue down the path we have laid out 
over the past several quarters.  Our strategy remains the same, to continue to 
leverage our efficient, scalable infrastructure and data to underwrite, originate 
and service attractive consumer assets.  We are also focused on optimizing the 
mix of higher margin retained assets versus assets sold in service for others.   
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 We intend to continue to expand our presence in prime markets through 
Chrysler Capital.  Our efficient funding from third parties in Santander is a 
competitive strength.  Furthermore, in a challenging and dynamic regulatory 
environment, compliance excellence is a priority.   

 

 Looking back over our history, under the direction of Tom and our 
experienced management team, SCUSA has become a leader in the consumer 
finance space.  SCUSA has produced consistent profitability through cycles 
and the infrastructure we built will serve as a foundation of our company 
moving forward.  We believe our future is bright and we remain committed to 
delivering long term shareholder value.   

 

 With that, I'll turn the call back over to the operator for Q&A.  Operator?   
 

Operator: Hello, we will now open up the call for questions.  Please limit yourself to one 
question and one follow-up question.  Thank you.   

 

 Our first question comes from (Don Ho), Deutsche Bank.   
 

David Hoe: Hey, this is David Hoe from Deutsche Bank.  Hey, guys.  Jason, congrats on 
the new role, obviously the timing is a little surprising.  Could you give some 
color on that and maybe share with us, you know, the mechanics of also the 
color – option exercise and the timing on that? 

 

Jason Kulas: Sure.  And, obviously, these things when these conversations happen and they 
kind of take a life of their own and the timing gets driven by when things get 
worked out.  I don't know long the conversations have been going but I know 
the effective date of the agreement between Tom and Santander is today.  And 
so, clearly announcing that on the effective date is what we wanted to make 
sure we did.  And so, that's I think that's what I'd say about the timing.   

 

As far as the detail is of the transaction, I'll point you – for the details, I'll 
point you to the 8-K filing because it has all the details of the agreement.  But 
I will say it involves a severance mechanism that was agreed upon.  It also 
involves, as you mentioned the put-call – this put-call agreement has been in 
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place for many years between Tom and Santander.  Santander is exercising its 
right to call his shares in an agreement that was, again, amicable as we 
mentioned in the script.  But what that means for Santander is though their 
ownership position will be larger though if they're in a position to take – 
subject to regulatory approval – to take Tom’s ownership position and 
increase their own.   

 

Our view of that is very positive because what it is for us is a continuation of 
the relationship with Santander that began in December of 2006 when they 
acquired a majority stake in our company and we view as a real vote of 
confidence in what we're doing here.   

 

David Hoe: Great, that's helpful.  And, could you talk about, you know, kind of what you 
foresee as some of the strategic or near term changes that you might bring as 
CEO?   

 

Jason Kulas: Yes, the strategy here is set.  And that's not to say that we're not going to 
continue to look for ways to make things better because that's cultural here.  
But the strategy has always been really simple and straightforward for us.  
We're focused on originating assets, leveraging data, and making good risk 
decisions when we originate those assets.   

 

 And then, once we have an asset on the book, efficiently collecting those 
assets in a way that's compliant with laws and regulations.  And then, looking 
at ways to optimize the mix of assets that are on our balance sheets versus 
those we sell to third parties and retain servicing on.  And we're going to 
continue to do that, we feel like we got a lot of running room with what we've 
already built.  And as opportunities present themselves going forward, I think 
we've got a team that is well-positioned to take advantage of them.   

 

David Hoe: OK, great.  Thanks.   
 

Jason Kulas: Sure.   
 

Operator: Our next question comes from Mike Del Grosso at Jefferies.   
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Michael Del Grosso: Hi, thanks for taking my question.  Really quick just – has the company 
been in communication with regulators at all and what impact (it brings) – 
does this have on the qualitative review from a regulatory perspective?   

 

Jason Kulas: We don't think it has any impact on the reviews in discussions with regulators.  
We do, obviously, have an ongoing regular discussion with the Federal 
Reserve and have had discussions with them as we were able to today about 
the transaction.   

 

 We, you know, our regulatory standing has everything to do with the process 
and controls and oversight we have from SCUSA and those kinds of factors.  
And, we think very little to do with this only because we think this is a fairly 
straightforward story with the succession plan being enacted that has been in 
place for a long time.   

 

Michael Del Grosso: Got it, thanks.   
 

Jason Kulas: Sure, thanks.   
 

Operator: Our next question comes from Terry Ma at Barclays.   
 

Terry Ma: Hey, guys.  Can you just maybe clarify the exercise of the call option whether 
or not that was mechanical or it's a decision on the part of Santander?  And if 
it was a decision of Santander, what drove that?   

 

Jason Kulas: Yes, it was a decision – I think it was a mutual decision between Santander 
and Tom and the actions that led to that decision are not anything that we're 
privy to other than the fact that what we know is that Tom did decide that he – 
that it was a good time for him to do this personally, for his own personal 
reasons.   

 

 What I'm personally very happy about is that he's going to still be around as 
director for the company and an adviser for the company.  So, that, you know, 
the discussions we've been having for many years about the business and 
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those kinds of things, to some degree will continue.  But, other than, it's, you 
know, it's difficult for us to say because we don't know that the details – 
what's behind the conversations that led to the put-call being enacted.  Other 
than what we said about the fact that it's not related to any issue, you know, no 
accounting, irregularity or regulatory issue or anything like that.   

 

Terry Ma: OK.  So this is Tom’s decision to step down? 

 

Jason Kulas: Yes, absolutely.  I think, again, that’s highlighted by the fact that he’s still 
going to be involved in these two roles as an advisor and a board member.  
It’s very amicable and friendly and exactly the way you would want it to 
happen. 

 

Terry Ma: OK.  Maybe can you just talk a little bit about how much involvement Tom 
will have on a day to day basis on his new role?   

 

Jason Kulas: You know, we have an active board who meets fairly frequently and is 
available to the company and also has expectations on the company and the 
way we do things.  So, to that extent, we expect to be in regular 
communication with Tom.   

 

As an adviser, I think that will be, you know, what we want.  He's available to 
us as things come up that we want to get his input on, even more so than he 
would be in a normal director capacity.  And, so that will sort of develop as it 
goes.  But, he won't be co-located – he won't be in our offices.  He'll be 
offsite.   

 

Terry Ma: OK, great.  Thank you. 
 

Jason Kulas: Sure.   
 

Operator: Our next question comes from Moshe Orenbuch at Credit Suisse. 
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Moshe Orenbuch: Maybe, just a little more background as to what precipitated this.  I mean it 
seems odd that he would kind of have to leave but still could be on the board.  
So, it sounds to me like he's not doing something that's, you know, that's a 
direct conflict, right?  So, I mean, is there anything else you can kind of add to 
that?   

 

Jason Kulas: Yes, I think that's very perceptive.  There's no issue underlying any of this.  
You know, I think to a certain extent this is part of natural progression of 
things, where you have an entrepreneur who founds a company and grows that 
company and at some point decides to monetize his interest in the company.  
You know, Tom has been a driving force and we can't say enough how much 
the debt of gratitude this company owes Tom for what he's done for us over 
the years.  But he's decided that he's going to move on and do other things but 
among those other things, still be involved with this company that he founded 
and still cares a lot about.   

 

Moshe Orenbuch: So, you just – I just – again, to extend that.  The question of – it just seems 
odd to, you know, to essentially add someone to the board who's just sold all 
their stock.  Could you maybe address that?  Like, how do you think about 
that element?  I mean, is it that you've asked him to be available?  Is that a 
paid position?  Is that a – is he like one of the other directors?  Maybe, just 
flush that out a little because it's unusual.   

 

Jason Kulas: Sure.  He will be a board member just like any other board member we have 
who's a compensated board member.  So, there will compensation, that 
compensation includes cash and an equity component.  And so, we expect him 
to be just like any other board member.  But I would say – it is, you know, it 
was a mutual agreement meaning, he wanted to be on the board but also we 
wanted him on the board.  Because, Tom, you know, is, you know one of the 
great minds in consumer finance.  And he's been in the industry a long time 
and we intend to, you know, fill our board with people who can add that kind 
of value.   

 

Moshe Orenbuch: Got it.  Thanks.   
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Jason Kulas: Sure.   
 

Operator: Our last question comes from Don Fandetti at Citigroup.   
 

Don Fandetti: Jason, first of all congratulations on the new position.  Wanted to see, there 
have been some changes, I guess, at Santander Holdings USA.  I guess Scott 
Powell is the new CEO.  He came from JPMorgan.  I believe you did as well.  
Are there any changes in direction that you're sensing that you need to take 
the company in?  It almost (reasons) to me like, you know, there was a 
disagreement on strategy.  Yet you did clarify earlier that you don't really plan 
to change much in terms of the direction.  Can you just clarify that a little bit?   

 

Jason Kulas: I can.  And I can tell you, you know, with the increase in ownership, I think 
our interest were already aligned when they owned 60 percent.  But now that 
that percentage is going up, you know, I think our interests are more aligned 
than they've ever been.  And Santander wants us to continue to do what we've 
done, to be a company that performs consistently through cycles, that books 
assets that perform and does that in the ways that we've been able to do it.  So, 
I think it's our strategy that's gotten us to that point.   

 

You know, we clearly have to be focused on many different facets of being 
part of a large banking organization.  But we have an ultimate alignment of 
interest and that was not what – none of those changes that you mentioned are 
what led to this.  This is simply an agreement between Santander and Tom to 
exercise a put-call option and sort of a standalone event.   

 

Don Fandetti: OK.  So, you don't really see any, let's say, shift away from the subprime 
focus more to prime, I know obviously you've driven a sort two-pronged 
strategy, but you don't really see more of a movement away from subprime?   

 

Jason Kulas: You know, no.  I think we do have a big focus on prime because of – we feel 
like a lot of our growth opportunity is in growing prime to the Chrysler 
relationship.  So, I'd answer that question two different ways – if you're 
talking about our balance sheet, absolutely not, we will continue to look at 
retaining the highest margin assets on our balance sheet, which tend to be the 
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more non-prime assets.  If you look at our service book, our managed book, 
we do think that book will continue to trend up in the credit spectrum because 
that's where the growth is as we originate to sell assets to third parties.  That 
has been the strategy and will continue to be.   

 

Don Fandetti: Got it.   
 

Operator: There are no further questions at this time.  I will now turn the call over to 
Jason Kulas for final comments.   

 

Jason Kulas: Thank you everyone for joining the call today and for your interest in SCUSA.  
Our Investor Relations team will be available for follow up questions and we 
look forward to speaking with you again on July 30th for our second quarter 
results.  Have a safe holiday weekend. 

 

Operator: This concludes today's conference.  You may now disconnect.   
 

 
 

 

 

END 
 


