apitalSource
| CAPITALSOURCE BANK

2180 South 1300 East
Suite 300

Salt Lake City, Utah 84106
Phone: (801) 656-1801

October 9, 2006

Mr. Robert E. Feldman

Executive Secretary

Federal Deposit Insurance Corporation
550 17" Street NW

Washington D.C. 20429

ATTN: Comments
Re: Industrial Banks

Dear Mr. Feldman,

This letter is submitted by CapitalSource Inc., on behalf of CapitalSource Bank
(pending application) in response to the request for public comment on industrial loan
corporations issued by the FDIC on August 29, 2006. We appreciate the opportunity to
provide this information and hope you find it helpful.

1. Have developments in the ILC industry in recent years altered the relative risk
profile of ILCs compared to other insured depository institutions? What specific
effects have there been on the ILC industry, safety and soundness, risks to the
Deposit Insurance Fund, and other insured depository institutions? What
modifications, if any, to its supervisory programs or regulations should the FDIC
consider in light of the evolution of the ILC industry?

CapitalSource is a specialized commercial finance company offering asset-based,
senior, cash flow and mezzanine financing to small and mid-sized borrowers. As a
financial services provider, we currently compete against many banks. As an applicant
under review for an ILC charter, we support strong, yet fair and reasoned regulatory
oversight as this will preserve the integrity of the institution, the charter and the industry.

While the ILC industry has grown significantly in recent years, the FDIC and the
Utah Department of Financial Institutions have fostered an excellent safety and
soundness record for the ILC industry. Unique features of the industrial bank model
together with Sections 23A and 23B of the Federal Reserve Act and anti-tying provisions
of the Bank Holding Company Act have proven highly effective in regulating relationships
and transactions with affiliates and insulating banks from affiliation risks generally.





















