
Chicago
Federal Home Loan Ban 111 East Wacker Drive Chicago, Ilinois 60601
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VIA ELECTRONI C L

Ho.
1625 Eye t
Washiugton,
At tention:

Finance Board
t NW

D C. 20006
Public çomments

Af o. b e Housi Program Amendments, Rule

Sir Madam

t on

lett s the Federal Housing Fi B(.
(\\l:l!FB/) request for comments on the above Proposed Rule
(\\Propos~ 1 lion") tl t wou amend FHFB' s current
fordable ing 1 (\\AHP") regulation to remove

prescriptive requirements, cl .ify certain operational
requirements, remove certain authorities and otherwise streaml
and reorganiz~ the existing regulation.

, s

Si the inception of the Affordable Hvusing Program in
1990, the Federal Bank 0 Chicago (\\ ") awarded
more than $219 million in subsidies to u rt approximately
52,500 u its f i Of L amount, $176 6
million w through the compet application process
while the remaining $42.6 million was awarded for andclosing cost ~ssi ping approximately 10,50 e
and individuals become 1 In addition, since 1989 the
B~nk ha loaned more t $5 3 billi 1 i c investment
cash advances to its member institutions

The a is ple
on below

e to provide our comments on e Proposed

Financial Incentives

The FHFB requested comment on Section 951.6 (c) (6) o~ the
Jpc.sed Regulation, fically, (1) whether all originators of

AHP-assi . t loans should be 1 red 0 provide
fin; 1 or other 'e t connection wi th th~ mortgage
f nanr ,irrespect vp whether the originator is a membe ;
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(2) whet the 1 inancial incentive rement should
remain a mandatory requirement or be made a matter of
di for a FederCCl Home Loan ("FHLBank") ( a
pJ tial sel criterion for it homeownership t aside
program); and (3) whether additional incentives should be
required, matching funds requii r, member ded
financing, pre to member wo~k' in partnership with
a nonprofit sponsor assisting f rst-time homebuyers to qualify

-t

The is supportive a regulation that levels the
g field by rÐquiring all originators (regardl of w

they are a .mber) to provide financial or other incentives
on wi th mortgag0 f The Bank does not endorserequiring mL to addit.onal 'nancial in tives

Use of AHP Subsidy by Revo Loan Funds and Loan Pool s

In Secti 951.5(c) (13) and t 0 951.5(c) (1) of
Proposed Regulation, s would be authorized at their
discretion to allow two uses of AHP subsidies under
competitive application program" "revolving loan funds" and

s "
"loan

The Bank is not in favor establishing revolving loanloan li ible AHP ivities due to the
d iculties with the scoring, monitoring and
c iance revol ving loan funds and loan pools" I revolving
loan and loan pools are t ished AHP igible
acti ties, the Bank pnc the FHFB permi t
its discretion, to fund such acti ties as an additiona set
asi that WOl be free 0 the competi t scor i system

, at

1 t ti 1. L

The P n Regulation
polici / procedures
which are to be specifically
Implementation Plan ("Plan")
warrant further clarifi ~3tion

ires the adoption of written
a number 0 instances, f
included 1 the k' AHP
The Bank believes the issues below

. Sect .on 95 .3 0 the Proposed Regulation outlines the
various rements to nclu in a FHLBank' Plan In
some instances this section now uses the word "requirement"

the inclusion of provi i 1 in other sections 0 the
However those other provisions may :equirp the

ion of a pol and/or It is unclear in some
t
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cases whet
to be included
to su' pol' y

hp entire appl. cable pol y and/or procedure
verbatim the Plan, rather than a reference
and/ or procedure

s

. A rel ted question is whet er the Plan is t a policy
document or a liL and pri document. WhileFHLBank's ( tc s responsibl for approval t

FHLBank's pol' es, management should have i pe t
authority to establish operating procedures that implement thebo polic s
To provide r' at r operational flexibi ity, ihe

respectfully s operating pi not be
integral part the Plan, but only be required to be publicly
disclosed in a separate document or posted on FHLBank's
website. This has the benefit of transparency and also allows
each FHLBank the abil to modify t; t procedureswithout its PI
Eligible r iant

Section 951.5 (b) (2) of the Proposed Regulation eliminates
the curr( t provision that allows FHLBank to t AHP
a tut hat have membership applicat
pending The u ying reason for the change is that the FHFBdoes not ieve the incentive is due to h growth

in recent years.

The Bank
of retaining the
member,

ievps
continuity and

the regulati
current regulation
in merger or u s

import for our
lexibility permitted by

as proposed
Thi s changetion vi ty

o have t
the current

is in
d

The Bank
program

regulation

Upon t ida ion of member (" former ") into
insti tution (" successor") that is not a member of a FHLB, the

r IT might have pending AHP und J' , AHPapplications ted, the successor r i wish to t an
ppliL t 0 an upc AHP t ve program round. Under
ppl icable t, the successor has 60 days ft r
cancell of th charter of the former member to notify the
FHLBank that the or p to apply for FHLBank
membership, and t n it has 60 days to subinit an cation forhip A Bank t uch application.
Effectively the Proposed ation could prohibi. the AHP
activiti of the successor or as much as 180 days, despite the
succeGsor' s ~ommitment on inue the former
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toring Policies

The Jround d in he Supplem( t Informationsection of the 'oposed on t ri ig standards
based on "required outcomt:s" Section 951 7(a)2) (ii) (A) of the
Proposed Regular ~ndicates that FHLBank' long-term
i policies and shall take into ounvar i factors. The Bank additional clarificati

as to distinction between "outcome-based monitoring" and
" sk-based monit ," well a clarificati of FHFB
expectations with how a FHLBank's long 'm moni
standards he be t rmi d.

District Prio t e

Regulation does not expand a FHLBan 's
authority to establish FHL8ank defined and/or multiple prioriti
under the first second di tr' ct pr ori scoring categories.
In the interest of greater eff c ency, the Bank respectfully
sU0gests that District Priority #1 and District Pr. ity #2 be
consolidated into "single" Dist ict Priori ty where the FHLBank
woul determine the numbe and type of priori important to
its district This single Di r ct Priority would, at a minimum,
constitut f. ve in see n category.

Thank you
woul d

r ui ty
be pleased to w
this comment letter

t that would

comment on this proposal.
ny questions your staff may

or provide such dd ional
helpful.

e
have
information

Sincerely

te E. r
Executive Vice President
General Counsel &
Corporate c
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