
NEWYORK— In a sharp rebuke for
both Bank of America and the Securi-
ties and Exchange Commission, a
New York federal judge on Monday
rejected a proposed settlement be-
tween the two regarding $5.8 billion
in bonuses to Merrill Lynch execu-

tives.
In August, the SEC

charged that BofA had
lied to its shareholders in November
when it sought their approval to com-
plete its $50 billion purchase of Mer-
rill. The SEC said BofA told sharehold-
ers that Merrill employees wouldn’t
get bonuses without its consent.
However, BofA had already autho-
rized payments of up to $5.8 billion
despitemounting losses of $15 billion
at Merrill in the fourth quarter. BofA

agreed to settle the case for $33 mil-
lion without admitting any wrong-
doing.
However, U.S. District Judge Jed Ra-

koff, in his Monday decision, said the
proposed settlement was “neither
fair, nor reasonable, nor adequate.”
Rakoff also said that if BofA “is in-
nocent of lying to its shareholders,
why is it prepared to pay $33 million
of its shareholders’ money as a penal-
ty for lying to them?”
BofA said in a statement that it dis-

agreedwith the ruling and that it “be-
lieves the facts demonstrate that
proper disclosure was made to share-
holders aboutMerrill bonuses.”
Rakoff wasn’t kind either in his as-

sessment of the SEC, which is already
reeling from allegations of mishan-
dling the probe of scamartist Bernard
Madoff. “The proposed consent judg-
ment was a contrivance designed to
provide the SECwith the facade of en-
forcement,” Rakoff said.
The SEC didn’t comment on the

judge’s comments specifically, but
spokesman John Nester said, “We be-

lieve the proposed settlement prop-
erly balanced all of the relevant con-
siderations. We will carefully review
the court’smost recent order.”
Shareholders, several of whom

have sued BofA, were hopeful that
the bank’s board of directors would
now be pressured to find out the
truth. “The board hasn’t held anyone

accountable at the company,” says
Jonathan Finger, managing partner of
Finger Interests, a BofA shareholder.
Finger, who has in the past called for
BofA CEOKenneth Lewis’ resignation,
says that the board has been “too def-
erential” to themanagement team.
The judge’s decision comes as BofA

faced another Monday deadline to
providemore details about themerg-
er and the bonuses to New York At-
torney General Andrew Cuomo, who
has said the bank’s executives could
face possible fraud charges. Cuomo’s
office on Monday said there were no
newdevelopments.
Rakoff also said that the settlement

would effectively punish shareholders
twice. “Thenotion that BankofAmer-
ica shareholders, having been lied to
blatantly in connection with the
multibillion-dollar purchase of a huge,
nearly bankrupt company, need to
lose another $33millionof theirmon-
ey in order to ‘better assess the qual-
ity and performance of management’
is absurd.” He directed BofA and the
SEC to prepare for a trial by Feb. 1.

Judge shoots down BofA settlement
Says investors shouldn’t
be punished if bank lied
aboutMerrill bonuses
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USA TODAY
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Parsons: Citi will be able to repay TARP
Citigroup, bailed out after losing $28 billion last

year, will be able to repay funds from the Troubled
Asset Relief Program and taxpayers will make a
profit, ChairmanRichard Parsons said. “I have every
confidence that Citi will be able to exit the TARP
program, and actually be able to give the American
taxpayer a decent return,” Parsons said Monday in
an interview with Bloomberg Television. “I can’t
put a time frame on it, but I’m very confident we’ll
get there.” Citigroup last year got a $45 billion in-
jection from the bailout program, and $25 billion of
those fundswere converted into a 34% stake.

Student loan default rate rises
Default rates among people who recently began

paying off student loans jumped to 6.7% last year,
the highest since 1998, from 5.2% as borrowers felt
early effects of the recession, the EducationDepart-
ment said. The default rate is based on borrowers
who were to start repaying their loans from Oct. 1,
2006, to Sept. 30, 2007, and had fallen at least nine
months behind by Sept. 30, 2008. The default rate
for schools with the Direct Loan program rose to
4.8% from 4.7% a year earlier, according to the re-
port. Schools offering federally guaranteed loans
saw the default rate increase to 7.2% from5.3%. The
House is preparing to vote this week on President
Obama’s plan to end the program that subsidizes
and guarantees loans made by private lenders. All
government-backed lending would be through the
Direct Loan program, in which the Education De-
partment lends directly to students.

Intuit to pay $170M forMint.com
Intuit said it is buyingMint.com for $170million.

Mint.com offers a free financial tracking website
that competes directly against Intuit’s Quicken On-
line site and Quicken personal financial software.
Intuit says it will continue to offer Mint.com as a
free site after the deal closes this year.

Wells Fargo fires alleged partying exec
Wells Fargo has fired an executivewho reported-

ly partied and stayed at a bank-owned $12 million
beachhouse in the exclusiveMalibuColony inMali-
bu, Calif. Bank spokeswoman Jennifer Langan on
Monday confirmed the employee was Cheronda
Guyton, a senior vice president. The bank says the
executive violated company policy. The previous
homeowners turned over the 3,800-square-foot
house to the bank inMay.

By Eric Nordwall fromAssociated Press, Bloom-
bergNews and staff reports
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Tens of thousands of financially strapped
homeowners who have asked lenders to lower
their mortgage payments are insteadwinding up
with higher monthly payments and larger debts
on their homes.
Homeowners whowere hoping for lower pay-

ments arediscovering to their dismay that lenders roll
late fees, back taxes or other costs into the principal,
sometimes turning a difficult payment into an impos-
sible one. That is one reason that many reworked
mortgages are sliding back into default.
It’s too early to know if this pattern will continue

under the Obama administration’s $75 billion initia-
tive to get lenders to reduce monthly payments for
homeowners struggling to make their mortgages. A
total of 360,165mortgagemodifications are now in a
three-month trial period under the government’s

ByMari Darr-Welch for USA TODAY

Santa Rosa Beach, Fla.: Spa owner Carol Cole, 71, says her $2,500-a-month payments are “a terrible challenge,” because the recession has hurt business.

Homeowners
end upworse
off after help

Many loanmodifications leave
peoplewith higher payments
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After years of encouraging consum-
ers to load up on debt, the card indus-
try is trying a novel tactic: helping
borrowersmanage their debt.
Today, JPMorganChase plans to un-

veil new credit card
features that even
critics are applaud-

ing as a shift in how consumers can
track and manage purchases, as well
as pay off debt. The centerpiece of the
free offering, called Blueprint, is a fea-
ture that allows consumers to avoid
paying interest on everyday pur-
chases — such as groceries — even
while accumulating interest on other
purchases. Other features allow bor-
rowers to track spending and create
payment plans towhittle downdebt.
Other issuers have launched simi-

been that transparent and clear in
terms of the interest consumers pay.”
But he believes the new product will
“go a longway” in helping consumers
understand card debt.
Issuers are betting their campaigns

will retain existing customers and
bring in new ones. Some analysts
question, though, whether consum-
ers will immediately embrace the in-
dustry’s attempts to help them man-
age their money. Even though the
timing is right for issuers’ new of-
ferings, some consumers “may not
trust them in the beginning,” says
Robert Litan, a senior fellow at the
Brookings Institution, a think tank.
Most — if not all —major issuers have
raised card interest rates or fees dur-
ing the recession, actually making it
harder for consumers to pay off debt.
Travis Plunkett, legislative director

at the Consumer Federation of Ameri-
ca,warns that issuers’ efforts could be
a way to “win the loyalty of their cus-
tomers, rather than a substantial shift
in theway they do business.”

sumers don’t pay in full, interest accu-
mulates on the entire balance from
the purchase date. But the Blueprint
feature—available to20millionChase
customers — allows borrowers to
keep an interest-free grace period for
everyday items, as long as they
choose those categories in advance
and pay them in full eachmonth.
William Wallace, president of

Chase’s credit card services division,
says the industry “hasn’t (always)

lar, if less ambitious, products. Wells
Fargo and Discover have rolled out
online budgeting or debt-manage-
ment tools. American Express has be-
gun a national advertising campaign
to deliver the message that its charge
card — which consumers pay in full
eachmonth— is “right for the times,”
says Jud Linville, the chief executive of
consumer services.
Amid the recession, issuers have

reason to be concerned about con-
sumer debt loads. Credit card defaults
and delinquencies have hit records,
roiling the industry’s balance sheet.
When consumers take on too much
debt and can’t pay, that cuts into issu-
ers’ profits, says Ron Shevlin, a senior
analyst at researcher Aite Group.
Linda Sherry, director of national

priorities at Consumer Action, an ad-
vocacy group, has criticized Chase’s
fees and rates in the past year. Never-
theless, she calls its newoffering “rev-
olutionary” because it “rewrites the
rules on credit card use.”
With traditional credit cards, if con-

Something new: A credit card on consumers’ side
JPMorgan Chasewants to
help usersmanage debt
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both Bank of America and the Securi-
ties and Exchange Commission, a
New York federal judge on Monday
rejected a proposed settlement be-
tween the two regarding $5.8 billion
in bonuses to Merrill Lynch execu-

tives.
In August, the SEC

charged that BofA had
lied to its shareholders in November
when it sought their approval to com-
plete its $50 billion purchase of Mer-
rill. The SEC said BofA told sharehold-
ers that Merrill employees wouldn’t
get bonuses without its consent.
However, BofA had already autho-
rized payments of up to $5.8 billion
despitemounting losses of $15 billion
at Merrill in the fourth quarter. BofA

agreed to settle the case for $33 mil-
lion without admitting any wrong-
doing.
However, U.S. District Judge Jed Ra-

koff, in his Monday decision, said the
proposed settlement was “neither
fair, nor reasonable, nor adequate.”
Rakoff also said that if BofA “is in-
nocent of lying to its shareholders,
why is it prepared to pay $33 million
of its shareholders’ money as a penal-
ty for lying to them?”
BofA said in a statement that it dis-

agreedwith the ruling and that it “be-
lieves the facts demonstrate that
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Rakoff wasn’t kind either in his as-

sessment of the SEC, which is already
reeling from allegations of mishan-
dling the probe of scamartist Bernard
Madoff. “The proposed consent judg-
ment was a contrivance designed to
provide the SECwith the facade of en-
forcement,” Rakoff said.
The SEC didn’t comment on the
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siderations. We will carefully review
the court’smost recent order.”
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truth. “The board hasn’t held anyone
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Jonathan Finger, managing partner of
Finger Interests, a BofA shareholder.
Finger, who has in the past called for
BofA CEOKenneth Lewis’ resignation,
says that the board has been “too def-
erential” to themanagement team.
The judge’s decision comes as BofA

faced another Monday deadline to
providemore details about themerg-
er and the bonuses to New York At-
torney General Andrew Cuomo, who
has said the bank’s executives could
face possible fraud charges. Cuomo’s
office on Monday said there were no
newdevelopments.
Rakoff also said that the settlement

would effectively punish shareholders
twice. “Thenotion that BankofAmer-
ica shareholders, having been lied to
blatantly in connection with the
multibillion-dollar purchase of a huge,
nearly bankrupt company, need to
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Parsons: Citi will be able to repay TARP
Citigroup, bailed out after losing $28 billion last

year, will be able to repay funds from the Troubled
Asset Relief Program and taxpayers will make a
profit, ChairmanRichard Parsons said. “I have every
confidence that Citi will be able to exit the TARP
program, and actually be able to give the American
taxpayer a decent return,” Parsons said Monday in
an interview with Bloomberg Television. “I can’t
put a time frame on it, but I’m very confident we’ll
get there.” Citigroup last year got a $45 billion in-
jection from the bailout program, and $25 billion of
those fundswere converted into a 34% stake.

Student loan default rate rises
Default rates among people who recently began

paying off student loans jumped to 6.7% last year,
the highest since 1998, from 5.2% as borrowers felt
early effects of the recession, the EducationDepart-
ment said. The default rate is based on borrowers
who were to start repaying their loans from Oct. 1,
2006, to Sept. 30, 2007, and had fallen at least nine
months behind by Sept. 30, 2008. The default rate
for schools with the Direct Loan program rose to
4.8% from 4.7% a year earlier, according to the re-
port. Schools offering federally guaranteed loans
saw the default rate increase to 7.2% from5.3%. The
House is preparing to vote this week on President
Obama’s plan to end the program that subsidizes
and guarantees loans made by private lenders. All
government-backed lending would be through the
Direct Loan program, in which the Education De-
partment lends directly to students.

Intuit to pay $170M forMint.com
Intuit said it is buyingMint.com for $170million.

Mint.com offers a free financial tracking website
that competes directly against Intuit’s Quicken On-
line site and Quicken personal financial software.
Intuit says it will continue to offer Mint.com as a
free site after the deal closes this year.

Wells Fargo fires alleged partying exec
Wells Fargo has fired an executivewho reported-

ly partied and stayed at a bank-owned $12 million
beachhouse in the exclusiveMalibuColony inMali-
bu, Calif. Bank spokeswoman Jennifer Langan on
Monday confirmed the employee was Cheronda
Guyton, a senior vice president. The bank says the
executive violated company policy. The previous
homeowners turned over the 3,800-square-foot
house to the bank inMay.
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bergNews and staff reports
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Tens of thousands of financially strapped
homeowners who have asked lenders to lower
their mortgage payments are insteadwinding up
with higher monthly payments and larger debts
on their homes.
Homeowners whowere hoping for lower pay-

ments arediscovering to their dismay that lenders roll
late fees, back taxes or other costs into the principal,
sometimes turning a difficult payment into an impos-
sible one. That is one reason that many reworked
mortgages are sliding back into default.
It’s too early to know if this pattern will continue

under the Obama administration’s $75 billion initia-
tive to get lenders to reduce monthly payments for
homeowners struggling to make their mortgages. A
total of 360,165mortgagemodifications are now in a
three-month trial period under the government’s
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Santa Rosa Beach, Fla.: Spa owner Carol Cole, 71, says her $2,500-a-month payments are “a terrible challenge,” because the recession has hurt business.
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