et U BS HITE

Ms. Sandra Thompson

Director, Federal Housing Finance Agency
400 7' Street, SW

Washington, DC 20024

Dear Director Thompson:

I am writing in support of renewing the authority of the Federal Home Loan Banks to offer letters of
credit to municipal bond offerings. | currently serve on the executive board of the National Association
of State Treasurers, and we unanimously adopted a resolution of support for this at our recent annual
meeting. | have enclosed a copy for your consideration.

As you are aware, most state laws require public deposits, above and beyond FDIC-insured amounts, to
be secured or collateralized with acceptable collateral. In most instances, that collateral takes the form
of either highly rated securities, highly marketable securities or Federal Home Loan Bank letters of
credit. The State of Mississippi is no exception, but we also provide our qualified depository institutions
the ability to join a guaranty pool, which allows participants to share in the risk associated with
guaranteeing deposits in the State of Mississippi. In return, they can pledge less collateral per dollar of
deposits because of the diversification the pool concept provides.

The State of Mississippi accepts Federal Home Loan Bank of Dallas letters of credit for the following
reasons:
= They represent the most efficient method of pledging collateral to secure public unit deposits.
= My staff and our depository institutions are required to monitor only the expiration date and
initial amount at issuance to ensure Mississippi institutions comply with our state’s
collateralization requirements.
® The credit quality of the issuer is among the highest of any collateral we hold.
®* Inthe event of a failure of a financial institution in our State, we can draw on letters of credit
immediately and receive funds within 24 hours.

In closing, | believe FHLB Dallas letters of credit are among the safest most efficient method for securing
public deposits in the State of Mississippi while providing certain access to funds in the event a financial
institution finds itself in the unfortunate position of being resolved by the FDIC.

| appreciate your consideration of my comments and those of the National Association of State
Treasurers.

David McRae
State Treasurer of Mississippi
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RESOLUTION

In support of renewing authority of the nation’s Federal Home Loan Banks to offer
credit enhancement to municipal bond offerings

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

State and local governments rely on the issuance of tax- exempt bonds or
other tax-advantaged bonds to finance the construction of critically needed
infrastructure; and

The preponderance of our nation’s basic infrastructure is furnished by
state and local governments; and

Congress authorized the use of Federal Home Loan Bank letters of credit
as a credit enhancement mechanism in the Housing and Economic
Recovery Act of 2008 (HERA) passed in 2008; and

The 11 regional FHLBs are government-sponsored enterprises designed to
support mortgage lending and related community investment through
advances to member financial institutions; and

The authority granted the Federal Home Loan Banks by HERA has since
expired; and The critical need for infrastructure investment has never been
greater; and

Reauthorizing the authority of the Federal Home Loan Banks to provide
such letters of credit is especially critical at a time when smaller projects
may not access the $4.0 trillion municipal bond market as efficiently as
larger issuers; and

Community banks, credit unions, and community development financial
Institutions are key players in the extension of credit to smaller businesses
serving constituents that may be overlooked by larger institutions, thus
promoting the diversification in the U.S. banking system, reduction of
systemic risk in our banking system, and providing necessary capital
financing to small businesses; and

Now is not the time to raise the cost of borrowing by compromising the
demonstrated success of the tax-exempt municipal bond market or by
reducing federal aid for infrastructure.



NOW, THEREFORE BE IT RESOLVED, that the National Association of State Treasurers

fully supports the following principles for supporting credit enhancement designed to support
small business, affordable housing, and community-based lenders.

1. NAST supports the efforts of community banks, credit unions, community
development financial institutions and lenders rooted in the communities they live

and work in to finance small businesses and affordable housing in their local
economies.

2. NAST supports efforts that lower the cost of borrowing while opening up access to the
$4.0 trillion municipal bond market for smaller issuers.

3. NAST supports efforts to facilitate more tools that can be utilized to promote
diversification in the US Banking System while reducing systemic risk in the system,
and providing necessary capital financing to small businesses

4. NAST supports the legislative initiatives currently pending in Congress aimed at
restoring the Federal Home Loan Banks’ prior authority.

BE IT FURTHER RESOLVED, that the National Association of State Treasurers
urges Members of Congress and the Administration to adopt these principles as it crafts

new and important infrastructure policies, regulations, legislation and laws.

*This resolution shall remain in effect until amended or rescinded.



