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July 12,2006 
BOARD OF D1RRCIY)RS ! 

Leslie L. Hunter, President I Federal Housing Finance Board 
Community Sewices Adrninisrrator 1 1 625 Eye Street, NW 
City of Tu&on I washington, DC 20006 

bLie J. Cohen, Bq., Vice President 
Consultant I i RE: Federal Housing Finance Board; Proposed Rule: Excess Stock 
Rebecca McRe~nolb, 'Xtensum Restrictions and Retained Earnings Requirements for Federal Home Loan 
Financial Writer : Banks; FUN Number 3069-AB30; Docket Number 2006-03 
hdrian Dusrte, Secretary I 
United 8tates Postal Service , Dear SirMadam: 

Nnncy Bissell 
Primavera Co-Founder 

Cecilia Campillo 
Advocecy & Outreach Specialist 
SW Center for Economic Inregriw 

Jan Crebbs 
Administrative Assistant 

Rick Edr 
Founder 
S u p p o d  Living Systems, Inc. 

Jennifer Eckstrom 
Mayor 
City of South Tucson 

Holly Lachavia 
Communiry Volunteer 

Gordon Packard 
Prirnavera Co-Founder 

I thank you for the opportunity to cornlent on the Federal Housing Finance 
, Board's proposed rule on excess stock and retained earnings requirements. 

The Affordable Housing Programs (AHP) of the Federal Home Loan Banks 
' (FHLBanks) are a critical source of affordable housing funds in the U.S. They 
I involve a unique public-private partnership among the FHLBanks, their 
I member institutions, community-based sponsors, state and local governments, 
, and other entities. 

I Since the beginning of the Federal Home Loan Bank of San Francisco's AHP 
I in 1990, the Bank has awarded approximately $400 million in AHP grants to 
I assist in the creating of over 70,000 affordable housing units. This flow of 

fbnds, based on 10% of the Bank's earnings, is made possible because of the 
Bank's financial strength and strong earnings. Our organization relies on these 

I 

funds to build affordable housing in our communities. 
I 

Al Sarrnienu, 
Volunteer Coordinator I The Primavera Foundation, Inc. is a CHDO and Neighborworks@ 
Sourhside Presbyterian church Organization serving Tucson and Pima County. Our affordable housing 

John Schwan 
Professor 
University of Arizona ! 

Andy Silverman I 
Professor I 
College of Law, University of AZ 

Swan Tarrence 
President 
The Sales Ddopment Co. 

Debbie Wong I 

W & Relationship M w e r  
Bank One/Chase Manhattsn I 

I 

pGgrams include homebuyer education and promotion and multi-family 
permanent and transitional affordable rental housing. A new business line will 
be multi-family real estate development. We have successfully partnered with 
the Federal Home Loan Bank to provide affordable housing to the most 
marginalized in our community. Without this critical support from FHLB, we 
would not be able to provide affordable housing to those in need within our 
community. 

Funds for the Bank's AHP are made possible through the borrowing activities 
of its members. The proposed rule, with its requirement to increase retained 
earnings by $562 million and thereby decrease the dividends available to 
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members, is likely to make membership in the Bank less attractive for some current members. 
The proposed rule would require the combined FHLBanks to increase retained earnings by over 
$3 billion, accordmg to a Bank estimate. Some members, particularly larger ones, may choose 
to borrow less and, therefore, reduce the profitability of the Bank, and consequently the net 
earnings that support the AHP. 

The proposed regulation may also limit the ability of the Bank to provide additional voluntary 
contributions for affordable housing and community economic development initiatives, in 
addition to supporting the AHP. 

We are especially concerned that the Finance Board does not seem to have devoted suffilcient 
time to evaluating the impact of the proposed rule on the AHP and other voluntary 
contributions, which rely on FHLBank earnings for their funding. The proposed rule does not 
include any such analysis, despite the likelihood that the rule would cause a reduction in Bank 
earnings and, therefore, h d s  available for the AHP. 

The overall impact of the proposed rule could be particularly adverse in this period of 
increasing mortgage rates and reduced federal funding for housing. It would be unfortunate if 
the enactment of this proposed mle caused families to be shut out of the housing market due to 
their inability to afford higher mortgage rates. 

I urge you to withdraw this proposed rule. Its impact could be extremely damaging to the efforts 
of our organization and similar organizations nationwide that are working to provide affordable 
housing opportunities to families in need. Thank you for your consideration of these comments. 

Sincerely, . 

Peggy Hutchison 
Executive Director 


