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Qctober 24, 2007 - 8:53 A M

The neeting of the FD C Advisory Commttee on Econom c
| ncl usi on (“*ComE-IN” Or “Committee”) was called to order by ComE-In
Chai rman D ana L. Tayl or.

The nenbers of ComE-IN present at the neeting were: D ana L.
Tayl or, ComE-IN Chai rman and i mmedi ate past New York State
Superi nt endent of Banks; Ted Beck, President and Chi ef Executive
Cficer, National Endowrent for Fi nancial Education; Martin
Eakes, Chief Executive (Oficer, self-Help/Center for Responsible
Lendi ng; Ester R Fuchs, Professor, School of International and
Public Affairs, Colunbia University; Ronal d Grzywinski, Chairnan,
ShoreBank Corporation of Chicago; Frederic S. M shkin, Governor,
Federal Reserve System Manuel O ozco, Senior Associate at the
I nter-Aneri can D al ogue, and Seni or Researcher, Institute for the
Study of International Mgration, Georgetown University; Mria
G ero, President and Chi ef Executive Oficer, ACOQN
International ; Peter Tufano, Sylvan C (ol enan Prof essor of
F nanci al Managenent, Harvard Busi ness School, and Seni or
Associ ate Dean and D rector of Faculty Devel oprrent; and H i zabet h
Varren, Leo Gottlieb Professor of Law, Harvard University.
Committee nenber Rev. Dr. Hoyd H H ake, Senior Pastor, Geater
Al len AME Cat hedral of New York, participated by tel ephone.
Erica F. Bovenzi, Designated Federal Cficer for the Coomttee
and Deputy General Counsel of the Federal Deposit |nsurance
Corporation ("Corporation” or "FD C'), was al so present at the
nmeeting. Commttee nenbers Lawence K Fish, Chairnan and Chi ef
Executive Oficer, Gtizens Financial Goup, Inc.; Wde
Hender son, President and Chief Executive Cficer, Leadership
Conference on Avil R ghts, and Gounsel or to the Leadership
Conference on Avil R ghts Educati on Fund; A den J. MDonal d,
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Jr., President and Chief Executive Oficer, Liberty Bank and
Trust Conpany, New Ol eans, LaA; John W Ryan, Executive M ce
Presi dent, Conference of State Bank Supervisors; Robert K Steel,
Under Secretary of the Treasury for Domestic Finance, U S
Department of Treasury; and Deborah C. Wi ght, Chairnman and CEQ
Carver Bancorp, Inc., were absent fromthe neeting.

Menbers of the Corporation’s Board of Directors present at
the neeting were Thomas J. Qurry, Director (Appointive) and, for
t he afternoon session, Martin J. Gruenberg, Vice Chairnan.
Corporation staff that al so attended the neeting included Aice
C. Goodnan, Robert W Mooney, Barbara A Ryan, Lisa K Roy,
Wlliam A Rowe, 111, Jesse 0. MVillarreal, Janice Butler, Sara A
Kel sey, Andrew S. G-ay, David M Barr, Robert E Feldman, Lisa D.
Arquette, Mndy Wst, Andrew B. Stirling, Jr., Rae-Ann Ml ler,
Joan S. vanBerg, Andrea J. Wnkler, Carl J. Gold, Leneta G
QG egorie, Thomas E. Nixon, Kathryn A Sanol yk, Susan E. Burhouse,
M chael J. DelLoose, Sally J. Kearney, Christine M Davis, M ncent
P. Moore, Phillip D. Telford, Douglas K. \al | ace, Joshua L.
Hofflinger, and Pat D. Mirphy.

Patricia J. Grillo, Ph.D., President, Cypress Research
QG oup; Joseph Col eman, President, Rte Check Financial Service
Centers, and Chairnman, Joint Industry Coomttee; Paul Dwer, co-
founder and Chief Executive Oficer, viamericas Corporation;
Jamal H -H ndi, Associate Drector for Regul atory Policy and
Prograns, Financial i nes Enforcenent Network; Thonmas E Hai der,
Senior Vice President, Governnent Affairs, and Conpli ance
O ficer, MoneyGram I nternational, Inc.; Terence Keenan, Senior
Vi ce President, Corus Bank, N. A, Chicago, Illinois; Mchael J.
Lynch, Vice President and Manager, Money Servi ces D vi sion, Banco
Popul ar North America; Regi ha Stone, Deputy Superintendent, New
York State Banki ng Departnent; and Keith Ward, President and
Chief Executive Oficer, United Central Bank, Garl and, Texas,
al so attended the neeti ng.

Comm ttee Chai rman Tayl or opened and presided at the
neet i ng.

On behalf of FDI C Chairnman Sheila C. Bair and Vi ce Chairnan
QG uenberg, Drector Qurry wel comed Cont-I N nenbers and guest
speakers and provi ded updates on the snall dollar |oan pilot
study recommended for approval by the Commttee at its inaugural
nmeeti ng in March 2007, and recent | egislative devel opnents
arising fromthe subprime nortgage crisis. Drector Qurry then
i ndi cated that the purpose of the neeting was to discuss the
nat ure of noney service busi nesses (“*MSBs”); where they intersect
with current regulatory requirenments, particularly the Bank
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Secrecy Act ("BsSA”); and the role they can play in encouragi ng
greater access of the underbanked to the banki ng system

Jamal El-Hi ndi, Associate Drector for Regul atory Policy and
Prograns, Financial Oimes Enforcenent Network (“FinCEN"), then
di scussed the inpact of BSA on MSBs. He expl ai ned that because
not all MSBs are required to register with FinCEN, there has been
sone difficulty in accurately identifying the nunber of MSBs; the
extent to which MSBs have encountered a | oss of banki ng services;
and the extent to which any such | oss of banking services is
attributable to BSA, as opposed to ot her narket forces.

M. BEl-Hndi then identified sone of FinCEN’s nore recent
activities relative to BSA conpliance, including its April 2005
advi sory, entitled "Qui dance to Money Servi ces Business on
ot ai ni ng and Mai ntai ni ng Banki ng Services"; its April 2005 joint
i ssuance with the FDI C and ot her federal banking regul ators,
entitled "I nteragency Interpretive Qui dance on Provi di ng Banki ng
Services to Money Servi ces Busi nesses (perating in the United
States"; and its March 25, 2006, advance notice of proposed
rul emaki ng (*ANPR”) to solicit updated facts and recomrendati ons
on the issue of access to banking services by MsBs.

M. El-H ndi discussed sone of the steps taken to address
concerns highlighted i n response to the ANPR. He advi sed t hat
the Federal Financial Institutions Exam nation Gouncil had
revised its Bank Secrecy Act/Anti-Money Laundering (“AML”)

Exam nati on Manual to specifically incorporate the earlier

gui dance and to include a discussion of various risk mtigants as
a corollary to the discussion of risks. He al so advi sed that
FinCEN had recently i ssued gui dance to MSBs addressi ng conmmon
mstakes in filing Suspicious Activity Reports (“SARS”) and is
col laborating with the Internal Revenue Service (“IRs”), federal
banki ng agenci es, and state regulators to share i nformati on,
coordinate their anti-noney |aundering efforts, and devel op VBB
examnation naterials. M. E -H ndi addressed the reasons for
the limted factual information regardi ng the actual nunber of
MBBs and the probl ens they encounter in accessing banking
services; the steps and costs associ ated with BSA conpl i ance; and
t he reasons f or ongoi ng di sconti nuance of banki ng services for
MBBs in light of recent regulatory efforts to clarify BSA
requirenents as they relate to providi ng such services to NVBBs.

Regi na Stone, Deputy Superintendent, New York State Banking
Department, then di scussed the |icensing, supervision, and
exam nation of MBBs in New York. M. Stone provided a genera
overviewof state |icensing and supervision of MSBs, advi sing
that 46 states and territories have sonme MSB |icensing and
regi stration requirenents; and that, through the efforts of the
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Money Transmtters and Regul ators Associ ati on (“MTRA”).

approxi matel y 40 stat es have execut ed cooperative agreenents for

i nformati on sharing and unification of their examnation
procedures. She then provided a brief history and overvi ew of
New York’s regul ati on of nmoney transmtters and check cashers and
a current snapshot of the industry, noting that noney
transmtters and check cashers together were responsibl e for
transactions in the anounts of $104 billion and $17 billi on,
respectively.

Next, Ms. Stone expl ai ned New York's |icensing review and
exam nation process. Referring to participants in the V5B
industry as “partners,” Ms. Stone stated that anong the partners
are the customers who need the financial services provided by
MBBs; the MSBs t hensel ves; the banks whi ch provi de banki ng
services to the MBBs; MSB and bank regul ators and federal and
state regul ators whi ch, she suggested, need to becone nore
famliar with each other's operations; and | aw enf or cement
personnel , who are helpful in identifying illegal or unlicensed
street-level MBB activity.

Ms. Stone identified as chall enges the need to eval uate the
MBB definition to ensure consi stency; convergence of regul atory
standards via informati on shari ng and educati on; concentration of
MSB account servicing within the banking industry; comrunication
bet ween and educati on of the banking and MSB i ndustri es,
i ncludi ng regul ators and | aw enf orcenment; and consuner educati on.
She underscored the inportance of consumer access to financial
servi ces, whet her through MSBs or the banking industry, and the
need for continued comruni cati on between the banki ng and M5B
i ndustri es.

The ensui ng di scussi on anmong Conm ttee nmenbers and Ms. Stone
touched on the inproving nature of conmmuni cati on between NMSB
regul ators and state and federal bank regul ators due, in part to
the outreach efforts of the MIRA and the Conference of State Bank
Supervi sors; and concerns about the potential for interruption of
services to consuners arising fromde-banki ng events when MSB
banki ng services are concentrated in only a few financi al
institutions. M. Fuchs inquired about the types of penalties
i nposed for unlicensed or nonconpliant activity, in response to
whi ch Ms. Stone advi sed that nonconpl i ance with BSA or ot her
regul atory requirements could result in significant fines and/or
| i cense suspensi on or revocation and that unlicensed activity
could result in asset forfeiture and/ or inprisonnent.

Comm ttee Chai rman Tayl or announced that the neeting woul d

recess briefly. Accordingly, at 10:35 a.m, the neeting stood in
r ecess.
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* * * * * * *

The neeting reconvened at 10:41 a. m that sane day,
wher eupon Cormittee menber, Manuel O ozco, Seni or Associ ate at
the Inter-Amrerican D al ogue, and Seni or Researcher, Institute for
the Study of International Mgration, Georgetown University,
di scussed i ssues associated wth remttances and the
opportunities they create for banks. He observed that two najor
devel opnents are responsible for the dranatic increase in
remttances: integration of the |abor narket into a gl obal
econony, wth nobility of foreign neighbors into different
countries, and resulting transnati onal economc activities, wth
outbound remttances fromthe Lhited States, primarily to Latin
Anerican and Asian countries, nearing $100 billion. He then
provided a profile of remttance custoners and observed t hat
there has been an increase in the nunber of mgrant remtters
using banks. M. Gozco identified usability and openness as
factors inpacting the access of immgrants to financi al services,
and lack of interest in the mgrant narket and | ack of know edge
of the denand for financial services, including remttances, in
the mgrant community as reasons that nore banks are not
provi di ng such servi ces.

M. Qozco concluded his remarks by offering the foll ow ng
recommendati ons for linking the denand for financial services in
the mgrant coomunity to banks: (1) devel opnent of targeted goal s
and standards to the different cohorts in the mgrant community;
(2) devel opnent of net hodol ogi es, such as of fering affordabl e
snall dollar | oans, to accel erate banking rates; (3) devel opnent
of partnershi ps between noney transfer operators and depository
institutions such as the one that exi sts between MoneyGram and
U S. Bank; and (4) education efforts to enhance the fi nanci al
literacy of the mgrant popul ati on.

Commttee nenbers and M. Qozco explored in nore detail the
significant savings rate anong mgrants who save and where
unbanked savers keep their savings, as well as the extent to
whi ch expansi on of banki ng services to neet the check-cashi ng,
short-termloan, and remttance needs of the mgrant comunity
woul d expand their security and safety. In response to a
question fromM. Tufano as to whether pricing of banking
services acts as a deterrent to mgrants, M. O ozco expl ai ned
that the issue is nore one of financial literacy, but froma
nar ket i ng as opposed to an academ c st andpoi nt.

Lisa D. Arquette, Associate D rector, Anti-Mney Laundering
Section, FO C D vision of Supervision and Consuner Protection,
noder at ed a panel conposed of Joseph Col enran, President, Rte
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Check Financial Service Centers, and Chairnan, Joint Industry
Commttee, F nancial Service Centers of Amrerica (Fisca); Patricia
J. drillo, Ph.D., President, Cypress Research G oup; Paul Dwyer,
co-founder and Chi ef Executive Cificer, M anericas Corporation;
and Thomas E Hai der, Senior Mice President, Governnent Affairs,
and Conpl i ance O'ficer, MoneyGram |International, |Inc.

M. Col enan began by show ng a short video of various NMSB
custoners and owner/operators di scussing MBB services. He then
di scussed the differences between bank and financial service
center (“rsc”) business nodels, indicating that the forner are
account rel ati onshi p based, favor |ow transaction, high-bal ance
accounts, and based on a fiduciary rel ati onshi p, whereas the
latter are fee for service transacti on based, seek high
transaction vol unmes, and are based on a non-fi duci ary
relati onship. He suggested that FSCs evolved to nmeet their
custoners' well-identified needs of |iquidity, access, service,
and fee transparency, and that the FSC busi ness nodel has led to
several innovati ons.

M. Colenan stated that, contrary to nyth, FSGs have an
exenpl ary conpl i ance record; that bank regul at ors, because they
bel i eve the nyth, have exerted pressure on banks that serve the
MBB i ndustry; and that the resulting instances of di sconti nuance
pl ace the MBB industry in a precarious position, despite the good
faith efforts of the federal bank regul atory agenci es to address
the problem He highlighted the topic of snall dollar | oans,
noti ng the denonstrated need for such products, the significant
participation of FSCs in neeting that need, and the substantive
| ssues rai sed by consuner advocates regardi ng FSC | oan products.
He suggested the creation of a task force to initiate a rational,
f act -based di al ogue regardi ng possi bl e changes to the | oan
products to better neet consuner needs, while maintaining a
sust ai nabl e product for providers.

Next, Ms. Arillo provided i n-dept h dermographi c i nfornati on
on FSC custoners and di scussed the reasons they choose FSCs to
neet their financial service needs. She cited as perhaps nost
important the rel ationshi ps they establish with FSC enpl oyees,
who know them by nanme and treat themw th respect. Conparing
traditional financial service outlets such as banks and credit
union to FSCs, she observed that the focus of traditional outlets
is toinvest heavily in technol ogies that are designed to get
customers out of branches, whereas FSC i nnovati on and
infrastructure are designed to keep custoners in the branches to
neet their desire for in-person services.

M. Dwyer briefly discussed the nagnitude of famly
remttances, their direct inpact on the alleviation of poverty,
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and the role that |icensed remttance conpanies play in providing
t hose services. He then discussed viamericas’s experience wth
banki ng di sconti nuance, citing several instances in which its
banki ng servi ces had been term nated because of the perceived
risk of MBBs and arduous conpliance i ssues. He warned that the
trend for large nati onal banks to decline banking services to al
but the largest publicly traded remttance conpani es inpacts the
cost of services offered by other remttance conpani es and
threatens conpetition. M. Dwyer stated that |icensed remttance
conpani es are faster, cheaper, and better at offering noney
transfer services than banks, and that regul atory actions taken
agai nst banks in the AML area have, al nost w t hout excepti on,
been based on internal bank m sconduct or related to banking of
unl i censed remttance operations.

M. Dwyer sumari zed the reasons |icensed remttance
conpani es are uniquely qualified to serve transnational famlies
and left the Coomttee with three calls to action: (1) the need
to dispel the nyth of extreme risk for banks offering accounts to
i censed remttance conpani es; (2) the need for field examners
to be educated on licensed remttance conpani es and | ess hostil e
to their accounts; and (3) the need for specific incentives for
banks to serve |icensed remttance conpani es.

M. Haider provided a brief overview of the history and
operations of Money@Gamlinternational. He addressed conpli ance
and training, transaction anal ysis, reporting, |icensing, and
regi strati on which underlie the principle of security/AML, and
the issues of pressure to |ower the cost of services, enhancenent
of consuner discl osures, and expansi on of the agent network which
underlie the principle of economc inclusion;, howto bring the
two principles into better bal ance; and MoneyG ams activities in
each of those areas. He offered the foll ow ng recomrendati ons:
adoption of an optional federal charter to pronote greater
uniformty, consistency, and clarity in the regul ati on of MSBs;
revision of the definition of MSB so that snall operations do not
have the same requirenents as larger entities |ike MneyG am
fostering greater partnerships and |inkages between MSBs and
banks; and addressi ng bank di sconti nuance, either through revised
or additional guidance, or support of |egislative action to
reduce the regul atory burden on banks to act as de facto
regul ator of their MSB custoners.

M. ol enan t hen concl uded the panel presentations by
offering the foll owing 10 FisSCA recommendati ons: (1) include
FiSCA as a partner on the Conmttee to initiate the dial ogue to
address services to | ow and noderat e i ncone consuners; (2)
encour age use of the FSC network as a ready-nade channel to reach
| ow and noder at e i ncone consuners; (3) provide banks the
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direction, incentive, and notivation to make banki ng services
avail abl e to FSCs; (4) actively support the bank di sconti nuance
bill when it is introduced and ot herwi se work to end bank

di sconti nuance; (5) dispel the nyths about the conpliance burdens
and risks posed by MSBs and repl ace themwi th facts; (s) expand
access to credit by endorsing use by banks of alternative credit
scores, such as those devel oped by Paynment Reporting Buil ds
Cedit; (7) pronote expansion of savings prograns such as FisCA’s
NetSpend Programto encourage | ow and noderate and i ncone
consumers to take advant age of such opportunities; (8) pronote
expansi on of partnerships and alliances bet ween banks, credit

uni ons, and FSCs; (9) pronote financial education prograns that
refl ect denonstrated needs and preferences of | ow and noderat e
consumers who use FSCs; and (10) forma snmall |oan task force
conprised of regul ators, consuner advocates, and FSC providers to
foster di al ogue about the best ways to ensure availability of
such products and other forns of credit, while ensuring consuner
protections froml endi ng abuses.

Comm ttee nenbers and panelists briefly expl ored reasons for
the concentration of FSCs in African-Aneri can and H spanic
communi ties; and engaged in nore i n-depth di scussion of the
reasons MsSBs have a negative i nage and are perceived as
i nherently risky, and what actions coul d be taken to i nprove
their image. M. Col eman suggested that MSBs are viewed as
predatory sinply because they nake a profit on | owi ncone
custoners; M. Eakes suggested that payday lending is the issue
that nost tarnishes the reputation of MSBs; and M. Hai der
suggested that the perception of risk arises fromthe cash-

i ntensi ve nature of the business and the | ack of traditional
account relationships. M. Fuchs agreed with the earlier
statenents of panelists regarding the need to clarify the
definition of MSB to differentiate between vari ous segments of
the industry, pointing out that the existing definition

contri butes nothing to advanci ng the debate and devel opi ng a
rational MSB policy; and Conmttee Chai rman Tayl or suggested t hat
the MBB i ndustry needs to work nore closely with regulators to
inprove their reputation. M. O ozco recommended that bank

regul ators ook at the internal processes of conpliance platforns
and security nodels to determ ne how the systens can be used to

i nprove risk avoi dance; and Commttee Chai rnman Tayl or suggest ed
that rather than pushing for one federal MSB regul ator, MSBs

i nst ead need one uni formsystemof regul ation, whet her

admni stered at the federal or state |evel.

Comm ttee Chairman Tayl or announced that the neeting woul d

recess for lunch. Accordingly, at 1:27 p.m, the neeting stood
i n recess.
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* * * * * * *

The meeting was reconvened at 2:24 p.m that same day at
which time Commttee Chai rman Tayl or introduced Keith Ward,
Presi dent and Chief Executive Oficer, United Central Bank,
Garl and, Texas; Terence Keenan, Senior Vice President, Corus
Bank, N. A., Chicago, Illinois; and Mchael J. Lynch, Vice
Presi dent and Manager, Money Servi ces Divi si on, Banco Popul ar
North America, to di scuss bankers® perspectives on access of MBs
to the banking system

M. Vard provided a brief history and profile of United
Central Bank, focusing on its establishnent to fill the financial
services void for the Asian-Aneri can popul ation in the Dall as-
Fort Worth area and its devel opnent of a uni que set of products
to neet the needs of its custoner base. He then explained that
the bank's decision to continue to service MSBs, at a tine when
many banks el ected to di scontinue such services, was based on
risk and profitability anal yses and the bank's highly rated
BSA/AML program He suggested that, in light of the
over abundance of SAR and currency transaction report (“CTR”)
filings, the BSA/AML programcoul d be enhanced by increasing the
threshold for filing CTRs; and that other possible enhancenents
coul d include governnent-i nposed |imtations on services for
MSBs, such as a dollar limt on checks that can be cashed by an
MBB and a limt on the nunber and dol | ar anount of checks that
can be cashed by any one person on any one day.

In response to questions by Conmttee Chairnan Tayl or
regardi ng the proportion of MSB applications di sapproved by
United Central Bank and the profit margin on the bank's NSB
accounts versus its profit margin on other accounts, M. Ward
advi sed that MSBs apply with FinCEN and the bank nerely nonitors
t he docunentati on process; that, therefore, it does not
necessarily di sapprove applications; and that very few of the
MBBs t he bank services have had their accounts termnated. Wth
respect to profit margins, he advised that the fee income from
MBBs has been significant.

M. Keenan presented a brief profile of Corus Bank and
indicated that it al so services check cashers, a business it
entered into via acquisitionof a subsidiary, and that the bank,
toget her with Banco Popul ar, services approxi mately 95 percent of
the MSB check cashers 1n Chicago. He stated that the bank is
very commtted to servicing the highly regul ated check cashi ng
community, with such servicing generating a significant portion
of the bank's fee incone.
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M. Lynch advi sed that Banco Popul ar is one of the |argest
provi ders of bank services to check cashers in the United States
and that the bank has found themto be excellent clients. He
expl ai ned that MSB check cashers are far safer than many ot her
busi nesses and they are very easy to nonitor and regul at e because
they are registered with FinCEN; undergo Title 31 exam nati ons;
undergo very extensive |icensing processes, at least in the
states the bank services; and are subject to annual audits once
i censed. Reporting that the average size check cashed is just
over $400 and that the average noney order sold is about $190,
M. Lynch observed that these are not good vehicl es for noney
| aundering or tax evasi on.

Committee nenbers, panelists, and FDI C staff then expl ored
why banks are di scontinuing services to MBBs; the | oss experience
of panelists' banks with check cashi ng operations; panelists
| ack of interest in doing business with noney transmtters and
thei r experiences with financing payday | enders; and whet her
panel i sts woul d conti nue due diligence if a safe harbor was
establ i shed for |icensed check cashers. M. Wrd specul ated that
di sconti nuance occurs because banks have the perception that
regul ati ons applicable to MSBs are onerous and they are deterred
by the large fines that have been | evi ed agai nst a few banks for
ssa/aML viol ations. Regarding | oss experience with check cashing
operations, the panelists all agreed they were negligible or
nonexi st ent because check cashers are generally good credit
risks, their credit lines are collateralized, and nmany check
cashers are third or fourth generati on businesses. As for doing
busi ness with noney transmtters, the reasons given for |ack of
interest were that such busi nesses are not as lucrative for
banks, they are not easy to nonitor, and MSBs typically use ot her
services for noney transm ssion. Wth respect to financing
payday | enders, Messrs. Ward and Keenan indicated their
Institutions do not finance payday | enders because they had never
been approached to do so. M. Lynch, however, advised that Banco
Popul ar does fi nance payday | enders, but only those which foll ow
i ndustry best practices. Each of the panelists indicated their
institutions would continue their current |evel of due diligence
even if a safe harbor was established for |icensed check cashers,
wi th Messrs. Ward and Keenan expl ai ni ng that banks nust consi der
credit risk in addition to conpliance ri sk.

Next, M. Tufano asked panelists what incentives they
t hought woul d create nore conpetition in providi ng banki ng
services to MBBs; M. G zyw nski asked their opinions regarding
what recommrendati ons by the Comm ttee woul d pronote econom c
i nclusion; and Commttee Chairman Tayl or asked why banks are not
neeting the needs served by MBBs. In response to M. Tufano, M.
Lynch suggested that conpetition is restricted by the significant
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regul atory penalties to which banks are exposed; the onerous
burden of banks having to act as de facto regul ators of MSBs;
FinCEN’'s definitions of high-risk and | ower risk MSBs, which
defines all check cashers as high-risk; and the | ack of
speci al i zed expertise avail able to banks to nonitor MSB accounts.
In response to M. G zyw nski, panelists' suggestions included
nore education for bankers and differentiati on between the
various segnents of the MBB industry, with different regul ati ons
for each; recognition of the fact that MSBs do provi de a val uabl e
servi ce acting as "banks" for their nei ghborhoods, acconpani ed by
an effort on the part of banks and regulators to work with MBs;
alternative credit reporting for paynent of utilities, rent, and
i nsurance; and establishnment of interest earning savings vehicles
tied to check cashing operations. In answer to Conmttee Chairnan
Tayl or's question, M. Lynch observed that many MSB custoners are
not confortable with banks; that for banks that service VBB
accounts, it is not a good business nodel to conpete with their
custoners; and that banks sinply do not have the resources to
establ i sh branches in all of the communities serviced by NMSBs.

Committee Chai rman Tayl or then announced that the neeting
woul d recess briefly and that, when it reconvened, Sarah A
Kel sey, FD C General Counsel, would preside at the neeting.
Accordingly, at 3:34 p.m, the neeting stood i n recess and the
following Conmmttee nmenbers departed the neeting: Commttee
Chai rman Taylor, M. Beck, Ms. Fuchs, M. G zyw nski, and M.
G ero.

* * * * * * *

The neeting was reconvened at 3:47 p.m that same day at
which tinme Ms. Kel sey | ed a di scussion on possible sol utions and
i ncentives to stem bank di sconti nuance and for bank-based product
offerings. Committee nenbers were universally conplinentary of
the usefulness of the information in the neeting presentations.
There was a general consensus on the need, because of different
risk profiles and nanagenent |evers, to better differentiate
bet ween vari ous MBBs, rather than continuing to integrate them
under one definition, with Ms. Warren suggesting that there be at
| east three categories of MSBs-remttance busi nesses, fee-based
financi al service providers, and payday | enders-and Ms. Kel sey
suggesting that rFinCEN, the FDI C, and ot her bank regul atory
agenci es could ook at further differentiating the risks
associated with the different categories of MSBs. There was al so
a general consensus on the attracti veness of using existing MSB
infrastructure to pronote savings prograns, with M. Tufano and
Ms. Warren supporting pronotion of U S. Savings Bonds to M5B
custoners as one savi nhgs mechani sm
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Several committee members remarked that segnents of the MSB
mar ket appear to be very efficient and that nore partnerships
shoul d be established with banks to deliver a variety of
financi al services and products, including financial education,
to low i ncome consumers. Anpbng ot her recommendati ons were a
suggestion by M. Orozco that some sort of MSB conpliance
scorecard be devel oped to give banks mere confidence in deciding
to do business with M8Bs; a suggestion by M. Kelsey that state
MSB exam nations could add a public conponent to give banks some
information on their |level of conpliance; a suggestion by
Director Curry that there be sone type of certification of the
val ue of MSB registration wth the IRS and individual state
i censing; and a suggestion by Ms. Warren that the FDI C and
others express support for any formof third party validation of
rem ttance conpanies. Finally, Ms. Kelsey and Robert W Mooney,
Senior Advisor to the FDIC Chairman for Consunmer Protection,

di scussed the FDIC exploring with the other bank regul atory
agenci es the possibility of community devel opnment credit under
the Community Reinvestnment Act (“CRA”) for bank rel ationships
with MSBs that provi de reasonably-priced services in | ow income
communities, and M. Orozco suggested the agenci es also explore
CRA credit for banks that market savings instrunments through
MSBs.

Ms. Kel sey closed the neeting by noting that the benefits
and profitability of banks, check cashers, and money transmtters
wor ki ng together are enornous and that neetings such as the
current one, where: all of the interested parties can meet each
other and discuss the issues, constitute the beginning of an
important process.

There being no further business, the neeting was adj our ned.
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