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Gateways Hospital and Mental Health Center 
1891 Efle Street, Los At~geles, Call/onlia 90026 
Pho~lt!: (323) 646-2000 

Via Fax: (202) 405-2580 - 2 Pages 

July 13,2006 

Federal Housing Finance Board 
1625 Eye S u t e ~  NW 
Wasl~ington, DC 20006 

RE: FedLtnl Housing Finance Board; Proposcd Rule: Excess Stock Resdctione and 
Retained Earnings Requirements for Federal Home Loan Banks; RIN Nurnbcr 3069-AB30; 
Docket Number 2006-03 

I/Wc d1a11k you for the oppoituniy to comrneilc on the Fedelxl I-Iousing Finance Board's proposcd 
rule on escess stock and retained earnings requirements. 

The Affordable Housing Pcogarns (N3P) of the Federal Home Loan Banks (FHJBmks) ace a 
critical source of affoxclable housillg funds in tl.lc U.S. They i~lvolvo a unique public-pcivate 
partnership m o n g  t l~c  FHLBmlis, their member institutiotx, community-based sponsors, snte and 
local governments, and other entities. 

Since the beginning of t J~c  Fedel$ Home I A ~  Back of San Francisco's AHP in 1990, d ~ e  Bank has 
awarded approsimacely $400 million in AH'? @ants to assist in tile creating of  over 70,000 affo~dable 
housing units. Tltis flow of Futlds, based on  10% of the Bank's eamlngs, is made possiblc because of 
the Bank's financial s t~cngtl~ and strong earnings. Our organizarion relies on these funds to build 
affordable housing in our communines. 

Gateways Housing, LP, is  a permanent housing single resident occupmcy building housing homelcss 
mentally ill adults. 'Illis housing is unique in thar the occupmts receive supportive mental l~calth 
serviccs provided by Gateways I-Iospital and Mennl I-Icallh Centcr. 

Funds for the Banlips AFrP ;ue m;ldc possible rhrou$~ the borrcxving activities of its rnwnber;. The 
proposed iulc, with its requirement to increase retaincd earning by $562 million a11d thcrtby 
deccegsc the dividends available to mcmbers, is likely to make mcnlbcrship in the Bank less attractive 
for some current members. The proposed nile would require d ~ e  combined FI-ILBanks to incrcase 
retained earnings by over $3 billion, according to a Bank estimate. Some nlembcrs, particularly larger 
oncs, choose to borrow less md, tllerefore, reduce tllc profitability of  the Rank, and 
consequently the net earnings that support the Al-IT. 

Tile proposed regulation may dso limit d ~ e  ablllty of the Bank to provide additional voluntary 
contributions for affordable housing and con-ununity economic dcveloprnenr initiatives, in addition 
to supporting the AHP. 
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CVe am especially concerned chat the Finance Board docs not seem to have devotcd sufficient time KO 
evaluating the impact of die proposed LUIC on the AHP and othcr volunta~y contributions, which rely 
on FHLBank earnings for their funding. The proposcd ~ulc does not include any such analysis, 
despite the likelihood that tlle rule would cause a reduction in Ball< enmings and, tllcrefoa, funds 
available for the AHP. 

The overall impact of the proposcd iulc could be particulasiy advcrse in this period of increasing 
mortgage rates and reduccd federal funding for housing. 3t would bc unfortunate if the wctrncnt of 
this proposed rule caused h i l i e s  to be shut out of the housil~g mrlcet due to their inability to 
afford higl~cr mortgage rates. 

I/We urge you to withdraw d~ i s  proposed rule. Its impact could be extremely damaging ro t l~e  efforts 
of' our organization and similar organizations nationwide that arc urorking to provide affordable 
housing opportunities to Families in nced. ll~anh- you for your conside~tion of these comments. 

Sincerely, , 
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