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November 13, 2008

Mr. Robert E. Feldman

Executive Secretary

Federal Deposit Insurance Corporation
550 17th Street, N.'W.

Washington, DC 20429

ATTN: Comments RIN #3064-AD37
Dear Mr. Feldman:

We write to comment on the October 23 Interim Rule establishing the Temporary
Liquidity Guarantee Program (TLGP). Specifically, we urge you to ensure that the TLGP,
through which the FDIC will fully guarantee certain non-interest bearing transaction accounts,
also covers Interest on Lawyer Trust Accounts (IOLTAs).

Among its most critical responsibilities, the Judiciary Committee oversees matters
involving the administration of justice and access to the legal system, such as the Legal Services
Corporation. While IOLTA programs are created by state law or supreme court rule and not
federal legislation, we strongly support the unique and important role they serve in providing
resources to allow the poor to resolve or prevent legal problems. IOLTA programs exist in all 50
states and the District of Columbia. In fact, 37 states require lawyers to deposit client funds that
cannot earn net interest for the client in IOLTAs. Interest generated from IOLTAs is paid to
IOLTA programs that issue grants for the provision of civil legal aid to the poor, the
administration of justice, and law-related education — programs that are vital to our democratic
system’s guarantee of equal access to justice for all.

IOLTAs act as clearing accounts for pooled client funds. From the perspectives of both
the account holder and the beneficial owner of the funds, IOLTAs effectively are the same as
insured accounts. As a general matter, client funds pooled in an IOLTA are either nominal, or a
significant amount held only long enough for a check to clear or for the attorney to disperse the
funds. Funds placed in an IOLTA might include court filing fees, real estate escrows, settlements




and retainers. The real estate escrows are both most at risk without full coverage, and of the
greatest importance for IOLTA programs because these short-term large funds generate a
significant amount of IOLTA revenue.

These IQL.TAs generate interest to the third-party non-profit IOLTA programs under an
exception granted by the Federal Reserve and the FDIC. However, because IOLTAs do generate
interest, the TLGP Interim Rule as issued on October 23 would not extend unlimited FDIC
insurance to these accounts. Lawyers holding client funds in excess of $250,000 must now
consider whether to move their client funds from IOLTAs to a fully insured, non-interest bearing
deposit transaction account. Under another option, lawyers in the 37 mandatory IOLTA states
might move the substantial sums in their trust accounts from community banks to larger
institutions viewed as less likely to fail. That eption would be contrary to the FDIC’s goal in
creating the TLGP, which was to ensure stability in the banking system.

If lawyers move their IOLTA-eligible funds to non-interest bearing accounts, the interest
income received by IOLTA programs in all of our states would be greatly reduced. IOLTA
programs nationwide provided more than $212 million dollars in 2007 for the provision of civil
legal services to the poor, making it the second largest source of such funding in the country.
Without IOLTA funds, many low-income families who are being hit particularly hard by the
_ current economic situation will not be able to receive help with legal problems such as
foreclosures, consumer problems, domestic violence, child support and other critical needs. We
believe that the public benefits generated by IOLTAs, and the fact that the interest they pay is
dedicated only to third-party non-profit IOLTA programs, rather than to attorney account holders
or their clients, merit inclusion of IOLTAs in the unlimited insurance in the final rule.

For reasons consistent with the FDIC’s goals and for the public good, it is critical that the
'FDIC extend the unlimited insurance coverage of the TLGP to IOLTAs. We request that the
FDIC include IOLTAs in the full insurance available under the new TL.GP.

- We thank you for your consideration.

Sincerely,
 AaJ%
John Conyeru U ' Linda T. Sanchez
Chairman, House Judiciary Committee Chair, Subcommittee on Commercial and

Administrative Law
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