January 12, 2015

Beth Knickerbocker

Acting Chief Innovation Officer

Office of Innovation

Officer of the Comptroller of the Currency
400 Seventh Street, SW

Washington, DC 20219

Re: Exploring Special Purpose National Bank Charters for Fintech Companies
Dear Ms. Knickerbocker:

Rakuten Card Co., Ltd. (“Rakuten Card” or “we”), a wholly owned subsidiary of Rakuten, Inc. (“Rakuten”),
appreciates this opportunity to comment on the white paper titled “Exploring Special Purpose National
Bank Charters for Fintech Companies” released by the Office of the Comptroller of the Currency (“OCC”)
on December 2, 2016 (“White Paper”). The OCC clearly has the authority to pursue this initiative
pursuant to established agency regulations, and there are good reasons to do so. Pursuing this initiative
would further public interest goals and recognize how technology is revolutionizing the delivery of
financial products and services. Rakuten Card supports the OCC's position that special purpose national
bank charters should only be granted to fintech charter applicants that can demonstrate the ability to
meet the strong regulatory standards applicable to all national banks, and whose business plans reflect
the financial inclusion principles of fair access and fair treatment of customers.

Introduction

By way of background, Rakuten is a Tokyo-based internet and financial services company listed on the
Tokyo Stock Exchange. As of September 30, 2016, Rakuten had total consolidated assets of ¥4.3 trillion
($36 billion). Rakuten is regularly ranked as among the world’s most innovative companies.*

Rakuten operates both Internet Services and FinTech segments in Japan and world-wide. Rakuten’s
internet services businesses include Rakuten Ichiba, Japan’s largest internet marketplace, and in the
United Sates, the online marketplace Rakuten.com. Rakuten’s FinTech companies include Rakuten Card,
a credit card issuer; Rakuten Bank, a Japanese retail online bank; and Rakuten Europe Bank, SA, a
Luxembourg bank. Rakuten’s FinTech businesses also include payments, retail securities brokerage,
insurance, and asset management companies. Rakuten’s U.S. FinTech businesses include Rakuten Card
USA, Inc., which provides payments processing services as a licensed money transmitter and markets co-
branded credit cards issued by an unaffiliated national bank. Rakuten Card, Inc. is a direct subsidiary of
Rakuten Card.

Rakuten Card intends to apply for a special purpose national bank charter. We believe that a special
purpose national bank charter would enable Rakuten to safely and efficiently provide expanded access
to financial products and services to individual consumers and small business merchants, as we do in
other markets.

See http://www.forbes.com/companies/rakuten/




Discussion

Rakuten Card’s comments focus first on the potential public palicy benefits of the special purpose
national bank charter. We next discuss the expectation that a special purpose national bank charter
applicant must demonstrate its ability to meet the rigorous regulatory standards applicable to all
national banks. Finally, we describe how a special purpose national bank charter applicant should
provide a sufficiently articulated and supported plan to support financial inclusion and fair treatment
through its proposed special purpose national bank.

A. Public Policy Benefits

As explained in the White Paper, technology is revolutionizing the content and delivery of financial
products and services. Fintech companies have been at the forefront of technological changes - such as
mobile payment systems, new transaction processing systems, lending data analytics, and marketplace
lending — that can help meet consumer expectations for faster transaction times, reduced costs, and
improved customer access and experience. Until now, many fintech companies have operated largely
outside the banking industry in the United States, subject to inconsistent regulation. A special purpose
national bank charter would provide an opportunity for fintech advances to be conducted in a regulated
entity that both affords comprehensive, nationwide protections for customers and fosters financial
inclusion.

The OCC'’s fintech charter initiative also recognizes that the effective mode of delivery of many financial
products and services today is not anchored to geography, and that underserved consumer segments
may be more likely to use mobile banking than residents of communities more fully served by traditional
bricks-and-mortar banks. Thus, a fintech special purpose national bank has the potential to expand
access to financial services for underserved customer segments — within a framework of comprehensive,
nationwide compliance standards.

Regulatory Standards

Rakuten is familiar with operating in a rigorous regulatory environment. Rakuten already provides
financial services through regulated banks and other regulated financial services subsidiaries. Rakuten
Bank is regulated by the Japan Financial Services Authority, and Rakuten Europe Bank is regulated by the
European Central Bank and the Commission de Surveillance du Secteur Financier. In addition, Rakuten
Bank, Rakuten Card, and Rakuten’s securities and insurance businesses are subject to myriad other
financial regulatory laws of Japan and other jurisdictions, including the laws concerning deposits, lending,
payments, anti-money laundering, interest rates, installment sales, securities, financial instruments,
futures, insurance, and trust. These Rakuten entities are also subject to the rules imposed by self-
regulatory organizations, such as stock exchanges and industry organizations.

Rakuten Card agrees that special purpose national banks should be subject to the same high standards
of safety and soundness, compliance, fair access, and fair treatment of customers that apply to all
national banks. In some cases, higher standards may be in order. Given the potentizl variety of
activities that could be conducted in an uninsured special purpose national bank charter, we
recommend that the OCC approach capital, liquidity, and compliance requirements kased on the

? See Rakuten Annual Report for FY2015 at 46. http://global.rakuten.com/corp/investors/documents/annual.html




business plan of each uninsured special purpose national bank. For example, credit risk-based minimum
capital ratios may not be sufficient for fintech charters with material off-balance sheet activities or
substantial operational risk. BSA/AML and consumer compliance risks, too, will differ based on the
business profile of the proposed fintech charter. In all cases, the applicants should demonstrate a
realistic understanding of the risks and supervisory policy considerations associated with their business
plan and offer the OCC specific, credible approaches to address those factors.

B. Financial Inclusion and Fair Treatment of Customers

As a global innovation company, Rakuten strives to provide products and services at the lowest possible
cost to the widest possible audience, regardless of income or location. Rakuten has a demonstrated
commitment to diversity, inclusion, and social responsibility.> From the day it was founded, Rakuten
has dedicated itself to empowering people and society through the internet. This commitment to
contributing to society through business activities is Rakuten’s most important goal.* Rakuten Card
therefore agrees with the OCC that financial inclusion, including fair access and fair treatment of
customers, are appropriate predicates to the granting of a special purpose national bank charter.
Accordingly, we believe that a special purpose national bank applicant’s commitment to these
predicates should be demonstrated in the business plan that contains the elements set forth in the
OCC’s White Paper.

Because an uninsured national bank will not be subject to the Community Reinvestment Act (“CRA”), the
OCC will have the flexibility to recognize innovative approaches to financial inclusion that need not be
based on the geographic “assessment area” anchors of the CRA. These new approaches can reflect the
reality of how technology innovations can impact content and delivery of financial products and services,
and may indeed be more successful in reaching underserved markets and customers than traditional
approaches. They could also inform how the banking agencies apply traditional CRA requirements in the
future.

We therefore urge the OCC to be flexible in how it evaluates this financial inclusion factor and not resort
to a laundry list of qualifying activities. An essential element of the fintech charter is the opportunity to
translate innovation in the content and delivery of financial services to an expanded universe of
customers, subject to prudential and customer protection standards. The driver of the fintech charter
initiative is innovation, and we cannot predict all the products and services that may result. Accordingly,
we urge the OCC to evaluate the financial inclusion elements of fintech proposals on a case-by-case
basis.

Conclusion

In conclusion, Rakuten Card believes the OCC has clear authority to pursue its special purpose national
bank chartering initiative, and that doing so would further the public interest and embrace innovation in
financial product and service delivery. Rakuten Card also supports the OCC’s position that a special
purpose national bank applicant must demonstrate the ability to meet the robust regulatory standards
applicable to all national banks and present a business plan that provides for financial inclusion,
including fair access and fair treatment of customers.

* See, e.g., http://global.rakuten.com/corp/about/diversity/; see also Rakuten Annual Report for FY2015 at 14
(describing social responsibility initiatives, including educational, community service, and environmental programs).
* See Rakuten Annual Report for FY2015 at 12.




Rakuten Card appreciates the opportunity to share our views and would be happy to discuss any of
them further at your convenience. If you have any questions, please contact Nigel Bath, who represents
Rakuten Fintech businesses in our US office, Crimson House West, San Mateo, CA. His phone number is
650-284-8688 and email is nigel.bath@rakuten.com

You can also contact me personally by email (masayuki.hosaka@rakuten.com).

Sincerely,
//8//

Masayulﬁ Hosaka
President, Rakuten Card Co., Ltd.
Vice Chairman and FinTech Segment Leader, Rakuten, Inc.




