


























































e FEDERAL DEPOSIT INSURACE CORPORATION, w.hi DC 2D

SHLA C. BAIR
CHAIRMAN

May 31. 200

Honle Carlyn B. Maloney
diunn
Sutt on Fina1 Intuons and Conser Cret
Comm on Final Sece
Hou of~es
Wasgt D.C. 20515

Dea Mad Cb:

Th you for your leter regang th Propsed Staement on Subprie
Mortgage Lcg.

Th Feder Det ii Condon ha be woki digetly with the
other feder rers to reew the rens we reved on th Pi Staent
sie th coen peod close em May 7. 200. The agcies al wi cay
coder th is you ra in your conde. I anticipa th thc agcies will
fi the Prse Stcn in the ne futu.

As stte in my Ma 27Øi tcy. the FDIC would stgly su thc

Fed R.c Bod should it de to exeris its ruc:uDg authrity un thc
Home Owcr an Equity Prtecon Ad. (HO'E A) to addi abusvc ieng
prce by al mortga len. The FDIC alo is code whct to reues thc
Fi Accunti sta Boar (F ASB) to clar F AS 140 to prde the abilty
of se:ces to rci: sccurti loa to exstig suc borrer.

Th you aga for your leter.
. Siny.L

Shela C. Bair



Attachment B
FDIC Comment Letten on Proposed Regulations

The FDIC reguarly comments on proposed rules, regulations and legislation.
Highghted below ar key changes we proposed in recent comment letters to the
agencies issung regulations. The complete comment letter also are atched.

FDIC Comments to the Departent of Housing and Urban Development
Re: Rea Estate Settement Procedures Act (RSPA)

. Ban yield sprea premum and allow broker to be faily compenated by
alternatve mea.

. Include a mechasm to provide a moneta reedy to consumers for excess
charges on fi settement costs.

. Suggested inead of allowig a loan origiator to refud an overcharge with a

specified tie perod, the settement agent subtrts any overharge frm the
lender's servce charge at the closing.

. Noted concer on the lengt of 
the proposed GFE (four 

pages) and the lack of

importt inonnation about payment shock frm cer loan products, as well as
a lack of inormaton about adtional cost asociated with "low-doc" or "no
doc" loan.

FDIC Comments to the Board of Governors of the Federa Reserve System
Re: Credit Card and Overdra mles - Reglation Z, Reglation DD, and Unfair or
Deceptie Acts or Practice (UAP)

. Reqe issuer of 
high fee credit cards to disclose all fees up front as a tota

amount in al solicitations and subsequent disclosures.
. Require adversed and offered credt lits to reflect the actual "useable"

amounts of crt available for use by conser.
. Restrct marketig of 

high fee credit cards to consumer as credit reai products.

. Limt the amount of fees that ca be financed in the first yea to 25 perent of the
intial cret limt (inead of a majority, as proposed).

. prohibit issuer frm assessing multiple fees based on a single event (such as a

late payment where the late payment fee that results in an overlimit chage).
. Extend the limitations on APR increaes to cover futue ca balances that ar

incured thugh the expiration date of the curent credt ca for caolder who
are meetig their payment obligations.

. Require that over protection seices be covered under Truth in Ledig Act

disclosur.
. Requi ban to only pay overdr if consuers have afatively selected to

parcipate in overdr coverage. afer a limited volume (e.g., 5) of over in a
given time period.
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FDIC Comments to tbe Board of Governors of the Federal Reserve System
Re: Comment on the Proposed Amendments to the Mortage Provisions of
Reglation Z

. Prohibit staed income underwtig outrght for higher priced as well as for
nontrtional mortgage loan tht do not qualfy as higher-priced mortgage loans.

. Prhibit undertig based solely on intial teaer rates for al nontrtional

mortgaes and ban prepayment penalties outrght for higher cost loan.
. Prhibit the use of yield sprea premum to compente mortgage brokers

in of merly providig that additional diclosurs be made.

. Do not make prohibition contigent on establishig a "pater or pratice" of

unordable lendig stdas.

. Affrmatively requir lender to consider a borrower's debt-to-income ratio in

deterg repayment ability.
. Requi disclosu to borrwer (and potential investors) of debt to income ratios

that exceed 50% of a borrwer's income.
. Apply the prohibitions agai extending credit without considerg a borrower's

ability to reay. stated income undertig, and teaser rate underting to
exotic products such as intest-only and payment-option adjusle rae

mortgages, regarless of 
whether they meet an interest rae or fee trgger.

. Cover revere mortgages under the proposal.
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Attchment C
Enforcement Actions

The FDIC uses a varety of 
methods to enure fiancial instutions follow both the

techncal requients and the spirt of all rues, regulations and laws. Information is
provided for some of 

the more significant, and preedent settng, enorcment actions

over the las sever year followed by a tale of all enforcement actions taen since

1999. Additiona inormation is then shown that provides the volume of 

refers to the

Deparent of Jusce and the volume of 

trth- in-lending retitution sought based on

examation findigs.

CompuCred (2008)
. TI FDIC-supersed instutions, Firt Ban of 

Delaware, Columbus Ban &

Tru and Fir Ban and Tru (Brokigs, South Dakota), offered high fee
subprie credt car thugh th-par vendor CompuCredit Corporaon.

CompuCret and the ban were cited for unai and deceptive prace (UAP)
in violation of Section 5 of the FTC Act for inadequately disclosed fees and
rections. Restution of aproximately $114 millon was order in cash and
crts to customer acunts.

. The ban and CompuCredt were assesed Civil Money Penalties totag in

excess of $5 millon.

America Express Centurion Bank (2009)
. Two complaints were filed with the FDIC's Consumer Response Center regarg

dishonored credt car convenence checks. The Ban declied to pay some
convenence checks set to card members desite available credt on the car

member' cret lies, causg the consers moneta losses from the reted
check fees. The Ban was cited for unfai practices under Section 5 of 

the FlC

Act. The Ban paid restution to 10,000 afected customer of$160 pe
dishonore check.

. The Ban was assessed a Civil Money Penalty of $250,000.

Advanta Bank Corporation (2009)
. The ban's "Cash Back reward" progr advertsed a percentage of cash back on

ce purhases by busness cret card accountholder; however, due to the
tier stctue of that progr the advertsed percentage was not available for all

purhases. The Ban was cited for deceptive practices under Section 5 of the
FlC Act and the ban was order to make restitution of $14 millon to afected
accountholder.

. Advanta's substatial anual perentage rate (APR) increes on the accounts of

small business owner and professionals, who had not exceed their credt limits

nor were delinquent in their payments, generted hundred of complaits to the
Consumer Response Center. The FDIC determined that the rate increes were
implemented in an unair maner in violation of Section 5 of the FTC Act and the
ban was ordered to make restitution of $21 millon to afected accountholder.

. The Ban was assesed a Civil Money Penalty of $150,000.
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Fint MariDer Bank (2009)

. As the result of 
the FDIC's HMA Outlier Review, it was alleged that Firt

Marner ha engaged in a patter or practice of discrination in charging higher
discretiona interest rate and point "overages" to certain Hispanc, Black and
female borrowers.

. Also, as a reult of complaits concerng the payment-option adjustale-rate

mortgage progr, the FDIC detered that the disclosurs for these loans
contaed misleag inormation regaring the costs of the loan. The ban was
cited for dective prtices under Section 5 of 

the Fle Act.

. The Ban will provide restitution of approxiately $720,000 to those impacted by
the fai lendig violaton and approximately $230,000 to those impacted by the

Section 5 violatioiL
. The Ban was assessed a Civil Money Penalty of $50,000.

Bank of Agculture and Commerce (2009)

. The Ban entere into a th-par argement to receive Social Securty
Admsttion payments and then have the payments distrbuted by a th par

to payday lender who sometmes require repayment of payday loans prior to
releaing fuds. The Ban was reuied to ternate ths pratice and enure that
no ha was caused to consumer.

. A Cease and Desist Order was issued by the FDIC to unwind the argement and
have beter overight.

. The Ban was assesed a Civil Money Penalty of $100,000.

Comentone Community Bank (2009)
. The Ban entered into a th-par argement to receive Social Securty

Adminsttion payments and then have the payments distbuted by a thrd par

to payday lender who someties requie repayment of payday loan prior to
releaing fuds. The Ban began terating ths program prior to the FDIC

investigation.
. The Ban was assessed a Civil Money Penalty of $25,000.
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Enforcement Actons by the FDIC
January 1999 to Aueust 31. 2009

Enforcement Actions

Yea BBR MOU Orders CM Total Informal Formal

2009 28 23 12 87 150 51 99

2008 39 43 11 89 182 82 100

2007 54 30 2 8S 171 84 87

2006 S3 25 2 56 136 78 S8

200 48 28 2 34 112 76 36

2004 49 28 3 33 113 77 36

2003 41 25 1 24 91 66 25

2002 51 29 0 40 120 80 40

2001 78 27 2 53 160 ios SS

2000 80 34 3 5 122 114 8

1999 63 30 2 15 110 93 17

Total 584 322 40 521 1,467 906 561

Inormal wrtten agreements include Ban Board Resolutions (BBR) and Memorada
of Understading (MOU). Formal actions tae the form of 

Orders to Ceae and

Desist (Order) and Civil Money Penalties (CMP).

Truth in Lending
Fair Lending Reimbursement

Year Referrals to DOJ Actions

2009 12 70

2008 12 94

2007 15 91

2006 29 110

2005 35 78

2004 42 73

2003 29 96

2002 33 106

2001 5 89

2000 0 127

1999 1 Unavailable
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Atthient D

FDIC Final Rules, 1999-2009

2009 Final

- - -----_._- .-------p ---------------

In an intecy rulemang, the FDIC ame it' \
relati ideti th cimstace under
whic furnis of infoat to Cosumer \
Reg Ages (CRA) must renvestiate !

07101/10 di abot the acra of inforaton in acons re ba on a cosumes dire '
reesTh FDIC and agen also estafished' \
guid for use by furnishers of inati to
eR rearng the acra and ilteñt of ,
infoati rert to CRA abut cosumers. \._'--_.. ---" .-._. ...--

0710110 Prre To Enance th N; an Inte of Infati Fured to
COme Repong Agnc Und §312 of th Fai an Acte Crit
Tra Ad Gumes fo Furnishers of Infoat to Consume
Repong Agencies; 12 CFR Par 33

1-

091251 Financial Educati Prra that Inclde the provion of Bak Pruct and
I servce. 12 CFR Par 303
i
i

\

\

\

i

\ 12J Ço Re_t Ac_lation 12 eFR Par 345

\
i

\

\

Th FDIC amnde Its relatins to permt stte
nonmebe baks to pae or ast in cein
financial educatin pr coduct on scoo
pr wher. in conecn wi the pro.
de ar re. chec ar pa, or money is
len~ wiout the nee to submit a brch \

apic to, and re prr approva fr. the
FDIC subj to ce cotis.

0110110 The FDIC and other agencies amended community
Reive Ad (CRA) relati to implemt
th annual adstmt to the ast-si threshol

use Ð defi th fowig cateones: "smal

bak" or "smail savi asaton" and
'~ntermat smal ba" or .rintennediate small

\sa9S asat." The adjustnt to th
thre amnt is ba on the annual

percta change in th Cosumer Pr Indx.

:
207 Final

i \\07107 Fai ci Re_ Mø Re; §214 oll1 Fii an 01,\110; ki ii _1I lb FDIC amed
ì _ra Cid Tra' Ac of 20. _ am Di Fai Cid ma li ~ In imt iial m_i Ro M; 12 eFR Pa33. ix- pi Theli - ge pr,i 1l1110 pe !r usi In JB fr an! _10 mae _ r, iiI pu In a ei. unl 1h - i!! \ give notice and a reasnab opponity and aL ieeb en si meod In op out of lie
\ l1J( \1~lI Thef Reag-iW-~ ~~~e Fai ~IÕ1111JÔ \:a::::=-9.-n;ië..
: _ ~ T.._ Ac of 20 (§114 an §315 of 

!he FACT Ac; 12 i lits relatis to reuire eac financil institulic

, iCFR Pi 334 an 36 i crto In de an im\ ,- Id, i I. Theft Prventin Prra to detect preven~ ai

. \ \ l!iliate idnti theft in connectn with new or
\ \ exist acnts. Guidines were isue to ¡

¡ ~ ifianciai insttins and credito in the formul... : an main_ieol'Plog. The fial rule



FDIC Final Rules, 1999-2009

. ----_._. --------- -- .---_.. .--------.._-------_..- ..- . - - - ---- -- -_._------ ..._--- - _. -_.-lprovi reuirements and guidan implementing \

\Pra fo users of cosumer rep infoation i

in deteminin cosumer addres chan and J
ad dispaci. --------'----L~-

03 eonl Reinveen tv Reulati. 12 CFR Par 34

20ÐSFina

1011410 Real Estate Aprasal Excetions in Major Disastr Aras. 12 CFR Par 323.

3I Th FDIC an other agen adopte a jont final
rule cofong Comunit Reivetmt fi
(CRA) reulatins to star for MeUtan
Sttist Ar pubfised by the U.S. Of of

Managen and Budgt census trct denated
by th U.S. Census Bureu; and the 80ars
Regulatn C, whic implemnts th Home

Morag Discre Ad (HMDA). This jont final
rule do not make substati change 10 the

reuirets of th CR reulatins. This final rule
is idti to the intem fial rule publhed in the

Fed Regstr on July 8. 20.

NlA The FDIC and other agncies isued jointl an
interetatin of the Grm-leacB1i\y fi an
Interancy Guidlines Estalishing Infoati

Seri Stadars (Seri Guidlines). The final
Guidan des th appnate elments of a
financial institutin's respse prra 10 address
unaut ac to or use of custoer
informat that cold reult in substatial harm or
inconveienc to a custor.

31106 The FDIC and oter agncies issue joinUy interim
rule rearing the genera prhibiti on critor

obing or using mel informat pertining to
a cosume in connecon wi any deteinatn of

the comer's e1igibiit, or continued efigibifity, for
crit The rules crat exctins cositent wi

the Cogresioal intent to retrct the use of
meica informaton for inapprote purp. The
intenm final rule also crate limit extions to

perm afliate to share medcal infoat with
ea other without beming consumer reng
agencies.

1011410 The FDIC and other agencies jointly issued ordrs
grating 3-year excetions fr agency appraisal

reuirents fo cein re estate trsaons,
including makng los, to aid in reslrct an

reabiitti areas afed by Hurñes Katrna

and Rita The excetis ar auth unde th

Depo Institins Disaste Relief N: of 1992

03l Interacy Guidance on Respose proms for Unauthori ~ to
Custom Informati and Customer Noti. 12 CFR Par 36, app. B

06101 Fair Crit Reportng Medicl Informati Regulations implementing §411 of th

FACT Ac ~nterim fial rules and reques fo coment). 12 CFR Par 33.

20 Final

12181 Pr Dispal of Consumer Infoon Unde the Fair and Acra Cr
Transas Ad of 200 (§216). 12 CFR Part 33 & 364.

0710110 The FDIC and oter agencies amde jointl th
.Integency Guidines Establishing Stdards I
Safearng Custome Informaton" to require
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\

fiancial institions to have practce fo disposal of

cosumer information deve from consumer

\

rert to adres the ns\t assocate wi identi
thft

FDIC Final Rules, 1999-2009

201 Rnal

inte Guidne Estaing Standar fo safearng Custoer
Inat and Resssio ofVear 20 Stda fo Saty an Sone.
12 CFR Par 30 and 36

07101101 Th FDIC and oter agen isue jontly final
plca rule estabfiing stndards for sauarng

date custer infoati implenting proios of
the Grm-ley Ac The stdards
reire fianci inti to insure the secri
and cofientili of cutome res and
infotin and to prtect against anticipated

threts and unauthori ac to such
infon that could relt In substatial har or
inconvenie \0 a cust. The rulemaking also

rende, effve Mar 5, 201, Yea 20
staars for safety and sondness that were no

longr necar.

1I1Øl Pr 01 Cosu p.aial ~. 12 CFR Pa 332 l1M3I Th FD in oIer ag is jo fialCoance rule implemting prsis of the Grmm-ach-

optial Bly Nj reuirng notitis and estafishing
uni 711101. rects rearding álSdosure of nopubfic

persal infoatin of a cosumer by a depositoryinst.

i2J eo _ fo Ðeli Inti Sale olin""""". 12 CFR pæt 041101 Th FDIC in Dl ages is joUy fial343 (ch rule implementing provisios of the Federlto 1011101 Depoit Insurance Ac (added by the Gramm-
in Ma Leily Nj) to reulate reta" sales prce,
201) soictis, advesing, and offers of insurance

pruct by depositry institions or by persons a

their ofce or on their behalf.

20 Rnal



Attchment E
NewlRevied Examination Procedures

Memoranda to Regonal Directors (R Memos)

FDIC conser compliance examiner review fiancial instution aderence to a wide
rage of laws and regulatons designed to protect consumer from ficial ha.

Examer use a flexible process that is designed to focus thei review on the areas of
ban opon th ar at grt risk of\ig coen or violag the law. Tht

Jl is denòe in the FDIC Compliance Examon Manua. New and re
examon proui ar tyically dibute to FDIC examen tbugb Memoranda
to Regional Diretors (R Memos).

The procedur and policies that examners follow to ene intitution compliance

chage penodcally in response to emergig issues. Notale activities by the FDIC
durng the pas ten year include:

WAP Examinatons: The FDIC assesses substatial penties and rees consumer
reburement wher miai or deceptive acts or pratices (UAP) are identified tht
relate to cret cars, overd protection progrs, A TM usage of debit car, rewards

acunts, and other lendig pratices. For example, in late Decber 2008, the FDIC
and the Fed Trae commission won a major settlement agaist CompuCredt for
misleadg subpe cret card user. As a result, the company win correct its pratices
an provide $114 mion in ca and crts to consuen wbo wcr imerly asesse
fee as a resut of inequate and misleadig disclosur. The FDIC alsO purued
enorcement actions agaist thee ban that used ths same fi's serces. The ban

have setted with the FDIC, ar corrctig their practices and substtially improving

their compliance management sysem and their overght of 

th-par afliates. In

addition, the FDIC asesed civi money penalties oftotalg in excess of $5 millon..

DUAP t:ng: In 2001 the FDIC gave presentations about predatory lending and how
the FDIC was addrssing it to examiners in the Advanced Compliance Examation
School (ACES). Begig in Febru 2003 the FDIC began providig trng to

complian examen tbugb a module in the Commssoned Coliance Examner

Workop, which all compliance examner attended The FDIC also made presentations
at regioua trnig coer. many in conjunction with risk mangement discussions

of subprie lendig. The FDIC now has a module in ACES on UDAP, incorporatig

lessons leared frm examination fidigs and corrective actions.

Mortgages: Risk Analysis Center Mortgage Credt Treds Prject - Residential
Mortgage Reew Prgr. Ths FDIC reew prject prded the basis for our position
in the inteency discuon reltig fi in the non-trtioua morgage guidace and

then the subprime gudance. (See RD Memo 05-041, 10/14/05.)

Once the interagency guidance was issued, the FDIC provided supplementa gudance to
our examiner in: RD Memo 06-031, 6314 Intergency Guidance on Nontrtional
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Mortgage Product Risks (10/04/06). The intergency gudance referenced earlier

gudace on subprime lending that includes a stement abut predatory lending:

In Januar 2007, the FDIC issued the Superisory Policy on Prtory Lending (R
Memo 07-001, 01/23/07) as both a ficial institution letter (F) and an RD Memo.
The RD Memo includes a list of 

reources that wer provided separtely on the FDIC's

public website. The resources provide inSght on the history of 

how the FDIC ha

addresse these issues.

Oter There are numerous other examation proceur th have bee added or
revised over the last ten year. A list of these follows and the complete proceures and
informaton can be found on the enclosed disk.

. 99-07 646 Guidance for Asssing Compliance with Disclosure of Hazrd

Insurance Premiums Under the Real Este Settement procedures Act (RESPA)
(07I2ll)

. 99-0106430.12 Joint statement of Policy on the Administrtive Enforcement of the

Tro in Lending (TIL) Ac (0999)
. 99..11 647 Questions and Answers Regarding the Homeowners Protecon Act of

1998 (10199)
. 00-0016610.3 Revisions to the Compliance and CRA Examination Frequency

Schedule (9MI1)
. 00-0026436.2 Real Estate Settement Procedures Act (RESPA): HUD Clarication

(031200)
. 00-0046420.1 procedures for Sharing Consumer Complaint Infonnation Involving

Safety and Soundness Issues (034l)

. 00-008 647.1 Interagency Examination Procedures for the Homeowners Protection

Act of 1998 (0512100)

. 01-005 Insurance and Nondeposlt Investent Products: Transfer of Supervisory

Responsibilties from DOS to DCA (91&1)
. 01-0126422 Distrbution of DCA's Complaint and Inquiry Manual (0210112001)

. 02-01 6530.1 Repeal of nSA Civil L1ab1lty and Impact on General Enforcement

Authority (02/)

. 03.(05 6300 Subprime Lending Update on CD-ROM (2513)

. 03.(08 6400 Revised DIscrimination Compiaint Investigation Procedures (2151)

. 03.(24 6300 Guidelines for Payday Lending (712)

. 03.(47 6400 Intergency examination Procedures for Homeownership Counseling

Notifcation (101613)

. 04.(16 6400 Revised FFIEC Examination procedures for RESPA Servicing Rights

Notice (5I)

. 04.(31 640 Compliance Examination procedures in Multi-Bank Holding Company

Environments (6101)
. 05-06 6400 Considering the New Home Mortgage Disclosure Act (HMDA) Pricing

Infonnation when Conducting Fair Lending examinations of Institutions Subject to
HMDA (031215)
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. 05-136400 Examiner Guidance Joint Guidance for Overdraft protecion programs

(04815)
. 05-0156100 FDIC's New Deposit Insurance Coverage Products (04181

. 05-029 6486 Revised Guidance About Civil Money Penalties for Flood Insurance

Violations (07/2915)

. 05-035 64 Revised compliance examination Procedures (081815)

. 05-041 6300 Risk Analysis Center Mortgage Credit Trends Project - Residential

Mortage Review Program (10/W5)

. 06-007 6400 Revised Compliance Examination Documents. (031016)

. 06-029 640 procedures for Handling Consumer compliance-Related

Inve5tgatlons of FDic-supervised Banks by Local, State, or Federal Authorities
(096)

. 06-306314 Addendum to Credit Risk Management Guidance for Home Equity
Lending (101

. 06-031 6314 Interagency Guidance on Nontrditional Mortgage Product Risks

(1MW6)
. 06-033 6400 Response to Request from Federal Home Loan Banks for FDIC

examination Information About Predatory Lending (10/)

. 06-034 640 Compliance examination Handbook (11M 

516)

. 07-001 6400 Supervisory Policy on Predatory Lending (011207)

. 07 -002 6400 Advertisement of Membership - Final Rule Amending FDIC Part 328

(02/
. 07-0086314 Supervisory Guidance for Nontrditional Mortgage Product (03417)

. 07-010 640 Deceptive Practces: Customer Access to Overdra protection (0310

. 07-0112600 Updated Examiner Continuing Education Program (ECEP) (04

. 07 -0196314 Statement on Subprime Mortgage Lending (06/81

11121/07 6400

1217107 6410 Joint Examination Procedures for the Telephone Consumer Protection
ÄOct of 1991 (TCPA) and Junk Fax Prevention IVt

03/1810B 6310 APPlicabilit of Guidance to Modifed or Refinanced Loans

06/06/08 6300 Guidance for Managing Third-Party Risk

09/12/0B 660 Identi Theft Red Fla s Address Discre ancies and Chan e of
Address Examination Procedures

09/17/08 6400 Regulations M and Z - Amended Interagency Examination Procedures

09/17/0B 6400 Regulation DO - Truth in Savings Interagency Examination Procedures

09/17/0B 6400 Fair Credit Reporting Act - Affliate Marketing opt Out Examination
Procedures

09/19/0B 6400 Fair Lendin Reviews of Institutions Desi nated as .Outliers" Throu h
the HMDA Data Screening pross

1010Bl0B 640 Regulation E - Amended Interagency Examination Procedures

1 0/31 lOB 6400 Consumer Deposit Account Disclosures

3

11120/07

12/7107

03/1710B

06/0610B

09/12/0B

09/16/0B

09/16/0B

09/17/0B

09/19/0B

10/06/0B

1 0/31 lOB

07-031

07-034

08-3
08-20
08-029

08-30
08-31

08-32

OB-033

08-35
08-03B



12105108 6400 Regulation B - Amended Technical Compliance Examination
Proceures

01/13/09 640 Talent Amendment Examination Procdures: Limitations on Terms of
Consumer Credit Extended to Servic Members and Dependents

04/17/09 6400 Servicemembers Civil Relief Act of 2003 SCM Intera en
Examination Procedures

07/07/09 6400 Interest on Deposits (Part 329) - Examination Procedures

07124109 6410 1m lementation of the Gramm-Leach-Blile Ac of 1999 GLBA
::roket' Exceptions and Regulation R

07131/09 64 Rules and Guidelines to promote the Accrac and Inte ri of
Information Fumished to Consumer Reportng Agencies - Interim
Guidance

08127/09 6200 Deposit Insurance Application Processing and De Novo Institution
Supervision and Examination Guidance

09/18/09 640 Revised FFIEC InteragenCY Fair Lending Examination Procedures

09/14/09 6400 Compliance Exmination Manual Update
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12105/08

01/09/09

04116109

07/07/09

07123109

07/31/09

08126/09

09/18/09

09/11/09

08-00

09-002

0915

09-025

09-30

09-033

09-035

09-39
09-38



Attchment F
Formal Guidance and policies
(Fnancial Institution Lettn)

Ths list provides the formal gudace related to conser protection issues that the
FDIC ha provided to FDIC-supersed institutions. These Financiallntitution Letter
(F) are available on our public website.

2009

.

FIL-542009 FDIC Launches Foreclosure Prevention Initiative on Foreclosure Rescue
Scams

¡fev FIL44Z00 Re ulation Z - 0 en-End Consumer Cre~ Chan es: Notice ofImmediate and gO-Day Changes
FIL-32:.2009 Third-Part Referrals promising Above-Market Rates on Certifcates of
Deposit
FIL-3O-2009 Identi Theft Red Fla s Address Discre ancies And Chan e of Address

Reaulations: Freguently Asked Questions
FIL-26-2009 R ulation Z ruth in Lendin : Earl Disciosure R uirements
FIL-&ZOO eomuni~ Rei_slmenl _issuance of Flnallnter enc Questions and
Answers on CRA Re uest for comment on Two Proposed Revised and One New
Question and Answer

.

.

.

.

.

2008

.

.

.

.
.
.

.

2007

.

.

.
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.

ation

.

.
ies
Questions and

.
Statement Addresses Safe and

.

.
.
.

.

.

.

.

.

.

Statement on Sound

.

2006

.

Service Providers: Guidance on Mana in Risks

.

.

.

.

. the

.

.
Adults

.

2005

. FIL-79-2005 Community Reinvestment Act: Joint Final Rules
. FIL-66-2005 S are: Guidance on Miti atin Risks From Si are
. FIL-64-2005 "Pharmin ": Guidance on How Financial 

Institutions Can Protect A ainst

Pharming Attacks
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.

.

.

.
.

2004

. FIL-132-2~ Stud stions for Reducin
Online Fraud

. FIL-130-200 Fair and Acrate Credit Transactons Act Effective Dates

. FIL-116-2004 Final Amendments to the Federal Reserve Board's R ulation CC

. FIL-27-2004 Guidance on Sa uardin Customers A ainst E-Mail and Internet-Related
Fraudulent Schemes

. FIL-26-2004 Unfair or Dece tive ~ or PractCB Under Secion 5 of the Federal Trade

Commission Act
. FIL-6-2004 Spousal Signature provisions of Regulation B

2003

.

.

.

2002

.
FIL-73-2002: Centralizing the Consumer Afirs Functon
FIL-57-2002: Unfair or Dece tive Acts or Practices: APPicaM of the Federal Trade
Commission Act
Fll-43-2002: Homeownership Counseling
Fll-9-2002: S ousal Si nature Provisions of ulation B

.

.
.

2001

.

Fll-106-2001: Privacy of Consumer Financial 

Information 

FIL-8-2001: Consumer Protecons for Ban\( Sales of Insurance
Fll-68-2001: 501 (b) Examination Guidance
FIL-39-2001: Identity Theft And Pretext Calln.,
FIL-26-2001: Fair Credit Reportng Ac
FIL-22-2001: secunty Standards For Customer Information
F1L-17-2001: Communit Reinvestment Act
Fll-9-2001: Subpnme lending
Fll-3-2001: priacy of Consumer Financial Information

.
.
.
.
.
.

.

.



4

2000

.
FIL-8-2000: Consumer Protections for Bank Sales of Insurance
FIL-45-2000: Real Estate Settement Procdures Act
F1L-342000: Privcy of Consumer Financiallnformation
ÊIL-5-2000: Consumer Creit Reporting Practices

.

.

.

1999

. FIL-103-99: Real Estate Settement produres Act

. FIL-10o-99: Identity Theft

. FIL-94-99: H. h Loan-to-Value Residential Real Estate Lendin

. FIL-21-99: Real Estate Settlement proceures Act

. FIL-2o-99: Guidance on Subprime Lending



Attchment G
Consumer Complait Program

Mission and Mandate

Thugh respnses to consumer complaits and inquies, the FDIC's Conser Afairs
Prgr promotes and ensurs compliance with numeroUS conser protection laws and

reguations including complaits alleging ilegal discration and those involvig
unai and deceptive pratices.

Program Organiztion

. Until 1999, all conser complaits about FDIC supervsed intutions were

invesgaed though FDIC Regional Offce, with overght by FDIC Heaquarers.
. To addrs the growig volume and complexity of complaits involvig credit cads,

in 1999 the FDIC estlished the Kasas City Credt Card Center (CCC) to centre
the analysis and invesgaton of complaits involving credt car specialty ban.
The CCC worked closely with the apropriate regions on supersory issues rased in
complaints.

. In July 2002, the FDIC fuer cetrized the consuer afai fuction by
expandig the mandae of the CCC and reng it the Consumer Resnse Center

(CRC). The CRC has respnsbilty for investigatig all complaits involving
institution suered by the FDIC. The CRC report to the Assoiate Diector for

Conser Prtection in the Washigton Offce.

. Prar resonsibilties of 
the Washigton Offce include:

. Monitorig the opeons of the CRC, includg: eng achievement of

eslished perormance meaes; reviewg and analyzing conser complait
investigations; analyzg and evaluatig complait and inquir perormance data
in the complait and inqui daabase; and conductig on-site advisory visits of
the CRC and regional work sites;

. Developing Consuer Af progr policies and procedur;

. Providig gudace and dition to the CRC and regional sta on discrimination

complait investgations;
. Conductig data and trends analysis for use in monitorig bang practices;
. Mangig the complait and inquiry dataase, including anyzg data integrty
. piang and providing trg conferences for Conser Afai staf;

. Conductig outreah events for consuers and baner, includig the prepartion

of educationa materals such as the FDIC Consuer News;
. Parcipating in intergency intiatives related to emergig consumer protection

issues.

CONSUMER REPONSE CENTER

. Pnmf1 reonsibilties of the CRC include:

. Investigatig all consuer complaits involving FDIC supervsed bans

(compliance examiner are resonsible for conducting the on-site invesgations

i .



of fai lending complaints, in consltation with the CRC and under the guidace
and diection of 

the WO Consumer Afai st;

. Coordinatig with Washington Offce and examination st 

in the Regional

Offce, including the Regional Directors, Deputy Directors (Compliance), and

Field Superors, as appropriat, on fair lending complaint investigation matter
and on supersory issues rased in complaints;

. Anerng wrtten consumer and baner inquies on consuer protection
matter, and referg corresondence to other agencies and diviions as
apropriate;

. Resndig to telephone calls from conser and baner on conser
protection mat;

. Meeting reguarly with fiancial institutions regarding thei volume of complaits

or significant issues that are rased durng the investigation process;
. Analyzng trends in the complait and inqui data;
. piang and conducting outrh activities.

Coordination with the Examination Function

. Each year the CRC receives thousands of 

wrtten consuer complaits and inquies.

The Pre-Exam piang Reprt is provided to examiner prior to the st of a ban
examination. This report outlies all complaints th were reeived agai the ban
that is being examned, and helps facilitate the integrtion of consumer complaits
and inquies into the examation process.
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Attachment H
Consumer Outreach and Financial Education

The FDIC's Communty Afai Prgram, created in 1991, actively supprts the FDIC's
consuer protection mission. The FDIC works closely with finacial industr

representaves and communty-based staeholder on a broad rage of communty
development intiatives, includig intiatves tht meet local nee for maieam
ficial proucts and servce, Support affordle housing. and facilitate ficial

educaton. For example, Communty Afairs sta assist fiancial instutions in
developing stgies that ar resonsive to the credit, serice and investment need of
thei communties by:

. Prmotig communty development parerhips and acess to capita in
histricaly underered markets;

. Workng with fiancial institutions, national, regional, and local non-
profit/communty-based organzations, and state and local governents by
collabratig on communty development and asset-buildig projects;

. Developing products. and presentig trng programs on fiancial educaon;

. Serg as subject matter expert at industr and communty conferece and

meetigs; and

. Prvidig technca assistce, as necessar, to financial institutions and
compliance st.

The FDIC's communty development work is extenive. Two key areas, financial
education and ecnomic inclusion, are highghted below.

Fiancial Education

One of the bes ways to prevent consers frm becming victims of 

predatory or

deceptive pratices is by helping them to become informed and able to undertad
ficial sece. Edcation enables the consuer to carefully evaluate the fun

spectn of adversements and proucts - including those in the unegulated
undergrund _ to avoid makng decisions that do not make financial sene.

Financial education is a critical component of consumer protection effort. Consumer
who maser fiancial basics can better make prudent financial decisions and ar awar of
how to reort to law enforcement or regulators potential scam or trublesome pratices
in the marketplace.

The FDIC's Money Smar program is a comprehensive fiancial education curculum
designed to help stdents enance their money management and wealth buildig skills by
learg the benefits of savig money, effectively managig crt, and securg home
ownerhip. The FDIC's award-winng Money Smar fiancial education curculum
launched in 2001, has now reached more than 2.4 millon individl.31s. The curculum
provides inormation on crtical consuer protection-related topics such as pretory
lending, elder financial abuse, and identity theft prevention. Money Smar also helps
consumers lear the tre costs of 

using alternative financial serces.

1



To help better reach undersered audiences, the euculumhas been trslated into seven
languges. Also:

. An mp3 (audio) version of 
Money Smar was releas~ on May 27, 2009. It is

compatible for use with vily all mp3 players so that consumer of al ages can

lea to make inormed and pnident financial decisions while "on the go." In
addition to being a reoure tht consuier can access independently, educatrs
ca use the mp3 verion of Money Smar as an inovative way to supplement
trtiona classrom inction. The site has had over 172,000 hits and

approximatly 4,900 sessions (individua visitors).

. The Money Smar for Young Adults curculum was released in Apnl of 2008 for
stdents in gres 7-12. Showig the demd for youth ficial education. more.

th 45,000 copies for instrctors have been ordered and distrbute since its

launch, and two national and sever dozen regiona parerships have been
signed specifically to facilitate the use of 

Money Smar for Young Adults.

The FDIC's Money Smar curculum is effective. Findigs frm a longitudinal suey
of conser who have taen the FDIC's Money sma fiancial educaton program

show that Money Smar ca positively inuence how people mange their fiances: those
who took the Money Smar coure were more likely to open deposit accounts, save
money, use and adere to a budget, and have increaed confidence in their fiancial
abilties when contated 6 to 12 month afer completig the coure.

FDIC's other conser education intiatives include the FDIC Conser News (35,000
mail and electrnic subscnber and an average of about 28,000 Interet visits monthy), a
fr quarerly publication that provides a varety of ficial tips for conser of any

ag. Ever edtion provide pracal gudæce on ho 10 bee a smer, saer ns of
ficial serces. FDIC Consumer News offer helpfu hits, quick tips, and common-

sene stegies to protect and sttch hard-eaed dollar.

Additionaly, FDIC's other conser resources help conser avoid forelosue rescue
scam, avoid identity theft etc. For example, the FDIC's forelosure prevention
intiative includes outreach, a refer service for consumer to find legitiate foreclosure
prention connlors or conta law enorent 10 reort scams, and an informon
tool kit of 

resources for consuer and community staeholder. FDIC's activities ar
desgned 10 help consumer avoid folosure "ree" sc an ultiatly help prent

avoidable forelosues.

Underserved

One of the most effective ways to protect consumers is to integrte unbaned and
underbaned consumers into the fiancial mainstram. Consumer who routinely tu to
check-cang serices for tractiona banng nees and payday lenders or pawn shops

for lendig nees pay substtially more for basic financial need than those who use

mainstream fiancial servces effectively.

2



The Allance for Ecnomic Incluson (AEl) is the FDIC's national intiative to estlish
broad-based coaltions of fiancial institutions, communty-based organzations and other
parer in seer maiet acss the coimtr to bri unbaned and imderered

populions into the ficial ui. The foc is on exandig baic retal
financial serces for underered populatons, includig savings accounts, afordable
remttce products, small-doUar loan progr, tageted financial education progrs,

alteve dever chaels ai oth aset-budig prgr Nealy 1,00 ba an
oranons have joined AEI natonwde, mo th 116,895 new ban acimts hae
bee oped for th imder an mor th 101,00 cn bave be prnvidf
fiancial education.

The FDIC ba al prnvidf key surt to "Ban On" intiatves to help the unered
fid afordble maitram deposit products in communties acss the countr. For

example, because of 
FDIC's success in bang the unbaned FDIC was asked for

assistace in helping the State of Calforna develop a sttewde "Ban on Calforna"
intiative. The initiative ba succssfuy launched programs in five Californa cities:

Fresno, Los Angeles, Sacraento, Oakand, and San Jose.
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Attchment I
Reviews, Audits & Assessments

A. FDIC Office of Inector Geeral

The FDIC's Offce of Jntor Gener (DIG) regulY conduct audts of FDIC progr an
operons in an efort to prmote ecmy, effciency, and effectiveness. FDIC compliane

magement an sta reguy parcipate in an provide inormtion in cotion wi1l 1Iose
audits, and respond appropriately if 

remmendations stem frm an DIG inquiry. Some

inuies involve bo1l risk manget an cons prtection issoes. Complian ines
geerlY fall into two cagoes: I) colian examtion and enorcemen prgr and
pr more generlY, an 2) sobjec-spifc inuies, soeb as fa lendig. Communty
Reinvestent Act, mortgage or conser privacy reguaton.

In soe caes 1Ie OIG fi tb Comliance prgr and opeon ar adeqnate, and bas no
remmendations. In other cases, wher recommendations ar made, offces that hadle
consumer protection issues consider or work to implement those recmmendations. For
examle, sice 1Ie begig of 2007, we foun tbee OIG audits conducte and re issoed

that materally involved conser protection reguation. In the case of an audit involvig
Imlementaon of 1Ie FDIC's supso Guda for Nontrtiona Morge Pruct, an
an aut reg th Division of Supsion and Consuer Prtetion's (DSC) Examtion
Asessment of 

Financial Insttutions' Compliance Management Sysem, the DIG found

satisfactory implementaon and examtion assessment and had no reommendations.

With regard to the thd consumer protection audit topic in the last few yea, FDIC's
Imlementaon of th 2005 Amendments to 1Ie Communty Reivesent Act Regatons, 1Ie
restig OIG reort recommended that the DSC Dirtor work to enance and develop

examer gudace an guelines in cerai ar and develop a stgy to beter mea CR
acvities to assist in detin wheter reguator amendments aceved desir goals. In
rens to 1Ie remmendations, DSC manement agred to imlement a reenon to
ene inal examer gudace, and to ra 01ler recoenon wi1l 1Ie 01ler feder
ban agencies wi1l wbom we reguly coate on socb isses for intergency discsion
and consideon. The OIG 1Ien found manent's planed actions reonve to 1Iei

recmmendations.

A complete list of and li to FDIC and OIG audit reports can be found at:
htt://ww.fdicoig.gov/reports.shtml.

B. U.S. Goverent Accountability Offce

The Geer Accountig Offce (GAO) is the investigatve an of 

Congress, and its purose to

sopprt 1Ie Conges in meetig its cotutiooal rensibilities and to belp improve 1Ie

perrmance and come the acountabilty of1le feder goverent for 1Ie benefit of 

the

Amercan people. It foer suport congresiooal overght by perorming policy analyses and

1



outlining options for congressional consideration~ as well as issung legal decisions and opinons,
such as report on agency rules.

The GAO has issued a number of reprt involving consumer protection matt, many that focus

on existing rules, such as regulations issued by the Federa Reserve Board, as well as the

effectiveness of agency action in resonding to concern such as predatory lending, adequay of
disclosus for loan and depsit products, fees for varous ban products and servce, and
proucts that could have a detmenta effect on ficialy unophistcated or vulnerble

segments of the population, like crt car marketed to college students and revered mortgages
tagete to the elderly.

The GAO usualy looks at consumer protection enorcement issues acrss the bang agencies.
The FDIC routiely provides signficant amounts ofinfomiaton and assistace to the GAO as par
of its investigation of 

varous topics, and taes appropriate action in reonse to GAO's

recmmendations. For example, the agency increased the scrny of 

prie credt card issuer

following the GAO's report on credt cards in 2006, consistent with the agencies effort to addr

unai or deceptive acts and prctices among cert subprime credt card isser.

The GAO makes its rert available at: www.gao.gov. GAO reort related to consuer

protection activities at the FDIC are listed below.

Bank Feesruth in Savi2!

Bank Fee: Feder Banng Regulators Could Better Ensure That Consumers Have Requied
Disclosur Documents Pnor to Openng Checking or Savngs Accmits

GAO-08-281, Januar 31, 2008

Truth in Lendi.2

Federal Reserve System: Truth in Lending
GAO-09-S44R. April 2, 2009

Board of Governors of the Federal Reserve System: Truth in Lending
GAO-09-94SR, Augu 11,2009

Mortages

Departent of Housing and Urban Development: Rea Estate Settement Procedures Act
(RSPA): Ru1e To Simplify and Improve the Process of Obtanig Mortgages and Reduce
Conser Settlement Costs

GAO-09-209R, December 1, 2008

2



Revene Mortgages: Prduct Complexity and Conser Prteon Iss Undercore Nee for

Improved Contrls over Couneling for Borrowers
GAO-09-606, June 29, 2009

Reere Mortages: Prduct complexty an Conser Prtecion Isues Unerre Nee for
Improved Contrls over Counselig for Borrwer

GAO-09-812T, June 29, 200

Characteritics and Performance of Nonpnme Mortgages
GAQ-09-84SR July 28, 2009

Home Mortages: Recent Pedormance of 

Nonprime Loan Highights the Potential for

Additiona Foreclosues
GAO-09-922T, July 28, 2009

Home Mortages: Prvisions in a 2007 Mortgae Reform Bil (H.R 3915) Would Strengten
Borrower Prtections, but Views on Their Long-term Impact Differ

GAO-09-7 41, july 31, 2009

Credi and Debit Cards

Credt Cars: Increased Complexity in Rates and Fees Heighten Nee for More Effective

Disclosu to Consumers
GAO-06-929, September 12, 2006

Consumer Finance: College Students and Credit Cards
GAO-01-773, June 20, 2001

Credit Card Minimum Payment Disclosures Cardholder Interview Results
GAO-06-611SP, Aprl 

21, 2006

Credt and Debit Cards: Federl Enties Ar Takg Actons to Limit Their Interhage Fees,
but Additional Revenue Collection Cost Savings May Exist

GAO-08-SS8, May 15, 2008

Predatory Lendini:

Consumer Protection: Federal and State Agencies Face Chalenges in Combatig Predatory
Lendig

GAO-04-280, Janua 30, 2004
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Payday and Refund Anticipation Loans

Mita Penonnel: DOD's Tools for Curing fue Use and Effec of 

Prry Lending Not

Fully Utilized
GAO-05-349, April 26, 2005

Refund Anticipation Loans
GAO-08-8ooR, June 5, 2008

Fair Lending

Fair Ledig: Feder Overight and Enforcement Improved but Some Challenges Remai
GGD-96-145, Augut 13, 1996

Large Bank Mergen: Fair Lending Review Could be Enanced Wifu Beler Cordon
GGD-00-16, November 3, 1999

Fai Lending: Ra and Gender Dat Ar Limted for Nonmortgage Lending
GAO-08-1 023T, July 17, 2008

Fai Lending: Data Limtations and the Fragmented U.S. Fincial Reguatory strctue

Chlenge Feder Overight and Enforcement Effort
GAO-09-704, July 15,2009

Electronic Banking

Eleconic Bang: Enhancing Feder Overight of 

Interet Bang Activities

T _GGD-99-152, Augu 3, 1999

Automated Tener Machines: Issues Related to Real-tie Fee Disclosure
GGDI AIMD-00-224, July II, 2000

Micenaneous

Federal Deposit Insurance Act: FlC Best Among Candidates to EnfoIC Consumer Proteon
Prvisions

GAO-03-971, August 20, 2003

International Remittnces: Inormation on Products, 'Cost, and Consuer Disclosures
GAO-06-204, November 17,2005

Penooal Information: Dat Brehes Are Frequent, but Evidence of 

Resultig Identity Theft Is

Limited; However, the Full Extent Is Unkown
GAO-07-737, June 4, 2007
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Consumer Credit: Limted Inormation Exists on Extent of Cret Report Errors and Their
Implications for Consumers

GAO-03-1036T, July 31,2003

Internet Gambling: An Overew of 

the Ises

GAO-03-89, December 2,2002

Rik-Focused Bank Examiations: Reguators of 

Lage Banking Organtions Fac

Chlenges
GGD-00-48, Januar 24, 2000

OCC Consumer Assistance: process Is Simlar to That of Oter Reguators but Could Be .
Improved by Enhanced Outreah

GAO-06-293, Februar 23, 2006
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. FEDERAL DEPSIT INSURANCE CORPORATION. w_~ DC .-

SHEIl C. 8AtR
CHAIRMA

July 20. 2007

Honorable Maine Water
Hous ofRerentatives
Wasingtn,D.C. 20515

De Congroman Wat:

TI you for th opportty to reond to questions you submitted subsequent

to my testiony on uImprovig Feder Conser Prtetion in Fincial Serce"

befre the Cottee on June 13. 2007.

Enclose is my resons to thse questions. If you have fuer questions or
comments, please do not hesita to contat me at (202) 898-6974 or Enc Spitler,
Dirctor of Legilative Af, at (202) 898-3837.

Sinly,

A/ c ßø
Sheila C. Bai

.
Enclosu



Q2. Do CODsumers have adeqate protectons agaist predatory lendig practces
e.g., iubprlme credit cards?

Ai Whle I suprt the operon of maket forc regulators ne to se roles for
ma parcipaton Moreer, price compettion doc not work if conser do not
uner thc tre cost of fiial prots. Thgh apprate rucmg.
regUlaor ca eslih stg protecon for conser th coisteny gu agans
abus acs inust an su lies. Meal enorcement authrity an
sucient reur shuld be devoted to th authorty.

With rega to crt cas. th Federl Re Boar retly prose amc:ents to
Reglaton Z. which imiemts the Tro in LediAcL The noce of proposed
ruemg on Reguaton Z conta signcat advace in crt ca discloss. The
prsed amendmen wou reui imt chge to the formt, timig, and
cot reents in docents provided to conser thughut the life of a crt
ca acunt, includg chages in solicitation aplicaon acunt openg
docents cbagcin-te notice, aD perodc biDin stteents. Thes prosed
amc:dmcnts will asis coer in beter undering key tes of 

their crt ca

agrents such as fee, efective inte rates and the re pety rates migh be
aplied such as for paying late.

My wrtt teony desbes additio~ prosal for imvig conser prtens
reg crt caI and mortge lendig. I suggest th CongI consider the
followi refoim:

Create naiona standi for subpe mortage lening by all 

lens throuh either

legilation or nda1ng uner the Home Owerhip and Equit proection Act of 1994

(HOEPA). A statnto apac could dr fr th 36 stte anti-prry mortgagc
la cuy in effceL At its core hoever, a stto frork should addr two

imt ar: (1) the abity of 

the borer to repay the loa an (2) milcadg

mBIeti and disclosu th ma it unecesly dicult for borrwers to fuy
under the te ofIoan pructs.

Exnd rumaJng authority under Secion 5 of 

the Federal Trad Commission (F)

Act to all fedra bankng regiori to addess unfair and deceptiv practice. Under
th FTC Act, th Feder Reere Boar Ofce of 

Th supon, and the National

Crt Union Admtion have autrity to isse rues reing un or detive
ac or prctces fo th intutions un thir suion But the FTC Act does DOt

give the FDIC authty to wrte rues th aply to the 5200 stte non membe ban that
it suses _ nor does it grt tht authty to the ace for its 1700 nationa ban.

Althugh our examations indicate tht most FDic-sused ban ar not engig in
prto prctces, the FDIC could mo effectively addr unai an deceptive

prtices ifwe ba ruemak authorty in ths area To effectively addr pretory



Reponse to Questions from
The Honorale Maxe Waten

Qt. In your testiouy, you suggest that a Dumber of consumeR are in "fiuancil
di" because of the chances and choices in the fmanci se",ces marketplace

Plea esla to what ext is th fiancial distr a result of the complexity and

amlplt in the law, or is it a reult or the dierces between federa aDd state
relations?

AI. i beeve th the di afecg a numer of coCf ca be lied to seer
diert, but related, facrs. As I discus mor fully in liy wntt teiiony, advance
in teology aD chges in len orgaizaon stctu have rete in ficial
products th ar inc:gly colex an mate thug inasingly sostcaed
met. Th pac an colexty of 

thes adimes hegh the potetial ri for

coer iw. eo toy oft fac a bewlderg may of choices, esally
in the crt options avaable to them For examle, th ar segly unted tyes
of crt ca eah with its own parcuar te and condition. With re to

mortgage coumer now have choice beynd the trtional fied-rae moage, suh

as adjusle ia or nontrtiona procts th ar tied to a varet of amoron
scedules aD arme in ra. In many ca, it is dicult cven for sop1istcaed
conser to fuy und th cost assoted with parcul crt option or to
comp pr efecvely.

AJ coer ma not fu compreen th ter of crt that has bee offer to
them, it is sobe to co the fat th debt load ar ining. Over the lat 20
ye th rao of 

tota housld debt to diable pe inme has mor th
doubled clibin to moe th 125 perL Much of the ri in household debt is due to
morgagc obligaons.

The signficat grwt in debt loa for lower incoe coer and for young people

bas be esecally trublig. May oftheie bowCf hae acumulate debt
obligaons often as a ret of stdent loan or crt car th put thei financial health
at risk even though th CCoiy as a whole has exen yea of positie ecmic
grwt In fact, daa sh tht young adults today ar more indebted th pTCvius
generons wer at the same ages an ap les liely to make fuely debt paymen

th other age grups. Th avege credt card debt held by yog aduhs age 18 to 24

an 2S to 34 r¡ by 22 perent and 47 pet, retively, betwee 1989 and 200.

To soe extent, ths mc in debt load is atbutle to the exteon of crt to
borrwer who have not prousy ha ac to iL Ahugh the inas avlabilty
of aet is in may re a poitive develoent, the exenion of crt to

unphistcaed boer ba crte grater oporties for abuse. Thes vule
coumer ar more sucepb"ble to sophistcaed maketig th dits them to proucts

that may not be the bes for thei nes - or afrdle in the long ru.



lendi it may be necss for Congr.to provide nicmalg authority to a larer
grup of agenies.

Penit state Attorneys Genera and suisory authorities to enforc the Truth in
Lendg Act (T) and the FT Act against non-bak finanCial proders. To ene
enforen of conser prtetion law Co could conside exdig TU and
the FlC Act to alow ste Atrney Gener sta bag reguor an other
apprpna1e ste aurities to bng acon ag non-ban fial sece prvider
uner thes law Sta authties no op unde thei ow anti-~ stte
but may not have the ñi ablity to enor feder st Expang TI an th
FrC AJ to incoe nonban ficial serce prvider would give addition tols
to st auties asst in maitag mium stda th aply to al fiia
sece prvider. and help prvi a mOt level playig field for cosuCT and all
lender.

Proidfidingfor "Teacn the Teacher" progr to provie better financial education.
Integrg finacia edcaon in coe public schol reui ass th stdents
of al ine levels ar exos to basic ficial prciples ye af yea. Some
unv.erties offer Tea th Teahe prgr which could benefit gry frm feder
fianal supprt

Q3. What steps, lfiuy, wi the FDIC underte to exame this isue? Ifnone,
when might FDIC begn the pro of addsing th ise?

A3. Th FDIC ha ta a nu of 

st in thes ar. In October 200, the FDIC

an other fed bang agcies ised Gunc on Nontraditional Mortgage Pruct
RiJc. Conced th soe boCß ma no foy uner the ri of
nontrtion more pructs su as in-only an payt option adusle-
rate mortgages, th agencies iss th gudace advig ban maagement of th
potential for heighed risk level entaed with offerg the prct. Intuons
wer strngly enurged to en th CQer hae sucient inrmon to clealy
underd loan te an øs riks pror to malg a product or payment choice.

1n Jun 2007, the FDIC and other feder bang agencies issued a Statement on
Subrie Mortgage Leding th esablished coer proecon stda th should
be followed to en th conser esaly subpe borrer obtan loan they
ca afor to repay and reeive inrmon th adately desc"bes proct fea
The staement also enCO\1gcs intitution to wok constietvely with redetial

borrwer who ar in defaut or whose defat is reanably forle.

In June 2007, the FDIC published fina Gudelines on Affordble Small-Dollar Loans,
which enure FDIC Su intutions to offer and prmote these prct to
their customer The goal is to enle ba to bet se an underered an
potentiallY prfitale market wbile helpin consci avoid, or trtion away frm,
reliance on high-cst det.



As di in my aner to Queson #2, 1 hae su a numbe of oth stcps for
Cong to coder th would provide aditiona protetion to co.
Oppoties c: to imrove and ex the ablity of the fed bang agc:cies to
protc conser. The FDIC sta wig to as Congr an to join with our
fenow regurs to exlore ways to en a fial inus th is prfitale for the

intution an fai to its cumer
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