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Re: Commcnts regarding Industrial Loan 
Companies and Industrial Banks 

Dear Mr. Fcldman: 

Thank you for the opportunity to respond to thc questions and issucs scl forth in 
thc rcccnt FDIC Notice with rcgard to industrial loan companies. I recognizc that rhe 
FDIC is serious in devoting time and cffort in addressing issues which have recently 
arisen with regard to thc FDIC's regulation of industrial loan companics m d  industrial 
banks (hereafter "industrial loan companics") as well as their parent and affiliate 
companies. 

1 have either dircctly or indirectly been engaged for many years in the financial 
services industry. including control of' insured depository institutions. I t  has been my 
experience that other than issucs with respect to criminality, i t  has not been particularly 
imporlant i f  a commercial entity owned an industrial loan company. What has been 
important is the safcty and soundness of the insured institution. compliance with all 
applicable statutory and rcgulatory requirements pertaining to tnmsactions with affiliates, 
qualified hoard and cxccutive officers. and commitment to carefully oraticd and enforccd 
policies and guidelines. and involved. espcricnced board and esecutivc management 
personnel. 

With respect to the regulatory oversight authority of the FDIC. the bank centric 
method of regulation has served thc public extraordinarily well. regulating and esamining 
the corporate owncrship srruclure from thc insurcu instilulion up ri i i i~cr than from lnc 
holding company down. In this period of csanllning the r ~ g ~ ~ ! n r q r y  system wi!h retlarci - to 



industrial loan companies and their controlling parties, perhaps the FDIC itself made the 
most cogent statement in 2005, stating that: 

". . . the FDIC docs not believe that consolidated supenfision of an 
ILC's corporate owncr is necessary to cnsure the safety and soundness of 
the ILC itself. The FDIC disagrees with the GAO's finding that our 
regulatory authorities may not be sutticitrnt to effectively supenrise, 
regulate. or take enlbrcement action ro insulate insured institutions against 
undue risks presented by external parties. 
. . . The FDIC belicvcs that bank-centric supervision, as applied by the 
National Bank Act and the FIIIC Act, and cnhmccd by Sections 23A and 
2 3 8  of tho Federal Reserve act and the Prompt Corrective Action 
provisions of the FDIC Improvement Act. is a proven modcl for protecting 
the deposit insurance funds. and no additional layer of'consolidatcd federal 
supervision of ILC parcnts is necessary." 

I have k e n  provided 3 copy of the IJtah Association of Financial Scrvices 
and the California Association of Industrial Ranks joint rcsponse to the questions 
raised and find that i t  is substantive. responsive and convincing with regard to the 
issues raised. 

Vcry truly yours. 

Robin P. Arkley I! 


