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MEMO
From: Kenneth H. Thomas, Ph.D
To: FDIC
Date: October 27, 2009
Re: Comment on FDIC Prepaid Assessments (RIN 064-AD49)

The FDIC is seeking comment “on every aspect of this proposed rulemaking” but fails to ask the
most important question: “Why is the FDIC in this mess in the first place?”

In my opinion, the answer is simply because the FDIC (and Congress) listened to the banking
lobby instead of independent views on deposit insurance reform since the 1990s. FYI, | testified
before the FDIC Board and Congress on this specific topic in 1995 and again in 2000. In fact, my
latter position paper before the FDIC’s April 25, 2000 Roundtable on Deposit Insurance is on your
website at the following address: http://www.fdic.gov/deposit/insurance/initiative/index.htmil:

Roundtable on Deposit Insurance, April 25, 2000

On April 25, 2000, the FDIC hosted the first of a series of roundtable discussions. The session
has been transcribed and the meeting material is available below.

e Transcript of Roundtable Discussion (Hard Copy)
¢ Video of Roundtable Discussion: Order Form ($20.00 per copy).
e FEDIC Charts & Graphs: Supporting Data for FDIC Roundtable Presentations

Position Papers
Roundtable presentations by representatives of bankers, other financial professionals, and
academic experts.

American Bankers Association (29Kb PDF file - PDF help or hard copy)

Association for Financial Professionals (28Kb PDF file - PDF help or hard copy)
Independent Community Bankers (40Kb PDF file - PDF help or hard copy)

Kenneth H. Thomas, Wharton School, University of Pennsylvania (67Kb PDF file - PDF
help or hard copy)

With all due respect, had the FDIC (and Congress) followed my recommendations rather than
those of the industry at that time, the Fund would never be in its current situation. | have attached
the cover page and Executive Summary of my recommendations below. Please note that other
recommendations relating to such important topics as special assessment premiums for Too Big
To Fail banks based on assets rather than deposits are equally relevant today.
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RERCUTIVE SUMIMARY OF RECCNMENDATIONS
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2. Expficit recognifion of the "Too Big Te Fall”™ (TBTF, policy in the form of a special
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I MAINTAINING THE FUNDS
1. Merging of (he BIF and SAIF insurance funds ASAP.
2. Increasing the 1.25% siatitory dasignated reserve ratio ([DRR) o 1.50%.

3 NC cap on the size of the merged fund.

4. NO rebates should be paid.
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