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June 7,200G 

Fcdcral Housin~ Financc Board 
1747 Pennsylvania Ave N W 
W;lsliington. DC 20006 

RE: Excess Stock and Retained Earnings Frdernl I-lousing F h n c c  Board Rcgulato~y Proposal for the 
FHLBallh 

Dcar Board Manbe~s:  

1 am writing lo voicc my concerns regarding the above proposal. 

h thc Prcsidcnt and CEO of a community bank in the Merro-Detroit area, I lind h i s  proposal of 
particular concern. Below are concerns of m i n e  that 1 hope you consider. 

Thc proposal iy lo~cs  tlic Gramm-Leach-Bliley Act fungible cupihl structure, which created 
pcrrrunmt FlILBunk cnpihl lo absorb losscs. FHLBail: stock is held precisely for this purposc. 
Undel-this recent law, stock and retained enmings shotdd bc hcstcd cqually with respect to losscs. 
This proposal, iffinalizcd, innncdiatcly decl.esscs the economic value ol'lhc stock today, and this 
will be done to address h e  highly unlikcly risk oi'hturc capital impairrnenr. 

The proposal will reduce F1.ILUank 3JJel $kc, rnurlgagc holdings and liquidity invesmen~s 
thcrcby rcducing inco~nc aiid ultimately funds available to help low-incomc familics obtain 
housing untlrr  he successhl AlTordublc Housing Program. Although difficult to predict, it 
3ppcars that AHP g~ants to families will be reduced by over $1 million p a  ycar. 

.l%c proposal crestcs uninkndcd conscqucnces. Holding more remined earnings lhan nccdcd froin 
a risk perspective delcveroges b e  l:l.lLBunk, rcduccs sharcholdcr returns, and ironically may 
cause niclnbcr withdnwl. Rather than use the proposal's onc-size lits all fonnula, the Finance 
Board should ~i r lup~ a risk-bsscd spprozch tying the level of retained earnings LO thc risk on the 
balance sheet. This is more in Line with lhc cllhcr I'cdml banking rcplators a d  &e Basel capital 
studics. Givcn this, it would bc bcst to withdraw the current proposal and considm a future risli- 
bxed capiul rulemaking. 

Tlx~nk you in tidvailcc Ibr considcriny my concclns. 

Ronald L. Long 
YresidenrlCEO 
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