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A
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Re:A
dvance

N
otice

ofP
roposed

R
ulem

aking;
R

equestfor
C

om
m

ents
—

M
em

bers
ofthe

Federal
H

om
e

Loan
Banks

D
ear

M
r.

P
ollard:

The
Federal

H
ousing

Finance
A

gency
(FHFA)

has
requested

com
m

ents
on

an
advance

notice
ofproposed

rulem
aking

(ANPR)
in

w
hich

the
agency

has
expressed

its
desire

to
review

current
Federal

H
om

e
Loan

Bank
(FH

LBank)
m

em
bership

requirem
ents.

O
n

behalfofLifeShield
N

ational
Insurance

Co.,
Iam

subm
itting

this
com

m
enton

the
AN

PR
.

From
the

pers,pective
ofinsurance

com
panies,

théque~
tions

posed
in:the

AN
PR

are
troubling.

They
suggestthatthe

FHFA
is

considering
requiting

FH
LBank

m
~m

bers
tO

“m
~in±iin

a
dem

onstrable
involvem

ent
in

residential
m

ortgage
lending

and
oth~rw

ise”com
ply~vith

the
statutory

re~uirem
ents.for

m
em

bership”
on

a
continuing

basis,
ratherthan

only
wh~en

they
joint

The
questions

also
suggestthat

FHFA
is

considering
reversing

C
ongressionalintentas

setfor
in

12
U.S.C.

§
1424(a)(2)(A

)
ofthe.Bank

A
ct

by
subjecting

insurance
com

panies
to

the
requirem

entthatthey
hold

atleast
10

percentoftheir
total

assets
in

residentialm
ortgage

loans,
a

requirem
entthatapplies

only
to

insured
depository

institutions.

A
lternatively,

ifthe
10

percent
residentialm

ortgage
loan

requirem
ent

is
notapplied

to
insurance

com
panies,

the
questions

suggestthatthe
FHFA

is
considering

establishing
for

insurance
com

panies
a

required
levelofm

ortgage-related
assets

that
m

ay
be

deem
ed

to
constitute

a
sufficient

com
m

itm
entto

housing
finance

for
FH

LBank
m

em
bership.

A
dditionally,

the
questions

suggestthat
objective

and
quantifiable

standards
could

be
established

forthe
requirem

ents
that

each
m

em
ber

“m
akes

long-term
hom

e
m

ortgage
loans”

and
has

a
“hom

e
financing

policy.”
N

oncom
pliantm

em
bers

could
be

barred
from

further
access

or
have

their
m

em
bership

term
inated.

The
suggested

changes
to

FH
LBank

m
em

bership
requirem

ents
could

significantly
restrict

insurance
com

pany
m

em
bership

in
and

use
ofthe

FH
LBank

System
and

contravene
decades

ofestablished
policy

and
C

ongressional
intent.The

intent
ofC

ongress
w

ith
respectto

insurance
cbm

pany
m

em
bership

in
the

FH
LBank

System
has

been’clear’and
unequivocal

—
insurance

com
panies’have

been
statutorily

allow
ed

m
em

bership
in

the
FH

LBanks
since

the
FH

LBank
A

ctw
as

enacted
in’1932.

A
tno

tim
e

since
then,

in
spite

ofnum
erous

other
opportunities

to
review

and
am

end
the

Bank
Act,’has

C
ongress

decided
to

restrict
insurance

com
pany

m
em

bership.
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C
urrently,

m
ore

than
200

insurance
com

panies
are

m
em

bers
ofthe

FHLBanks.
Insurance

com
panies

are
a

significantand
valuable

partofthe
FHLBank

System
,

representing
10

percentofoutstanding
com

bined
advances

and
8

percentofFH
LBank

capitalstock
as

ofS
eptem

ber
30,

2010.
Insurance

com
panies

rely
on

FH
LBank

products
for

contingent
liquidity

planning,
m

anaging
high

im
pact

liquidity
events,

and
reducing

risk
through

enhanced
asset

liability
m

anagem
ent.

Insurance
com

panies
historically

have
played

and
continue

to
play

a
significant

role
in

our
housing

m
arketand

in
driving

econom
ic

developm
ent

in
com

m
unities

across
the

U
nited

States.They
hold

substantialam
ounts

ofsingle
and

m
ultifam

ily
m

ortgages
and

agency
debtsupporting

the
m

ortgage
m

arketon
their

balance
sheets.

Insurance
com

panies
also

invest
in

Low
-Incom

e
H

ousing
Tax

C
redits,

w
hich

are
an

im
portant

resource
for

creating
affordable

housing
in

the
U

nited
States.

In
addition,

insurance
com

panies
are

active
participants

in
the

FH
LBanks’A

ffordable
H

ousing
P

rogram
(AH

P),
one

of
the

largest
private

sources
ofaffordable

housing
grantfunding

in
the

U
nited

States,
as

w
ellas

the
FH

LBanks’C
om

m
unity

Investm
ent

Program
(CIP),w

hich
offers

below
m

arket
rate

advances
to

m
em

bers
for

financing
housing

and
econom

ic
developm

entbenefitting
low

-and
m

oderate-incom
e

fam
ilies.

The
AN

PR
does

not
presentany

com
pelling

reason
for

im
posing

new
m

em
bership

rules
on

any
existing

or
potential

m
em

ber
(particularly

insurance
com

panies),
and

does
not

presentany
inform

ation
show

ing
that

there
is

a
problem

w
ith

the
current

m
em

bership
rules,

w
hich

have
served

the
FH

LBanks
w

ellfor
m

any
years.

In
addition,

the
ANPR

fails
to

cite
any

com
pelling

benefitto
requiring

continuous
com

pliance
and

im
posing

restrictions
on

insurance
com

pany
m

em
bership.

In
fact,

as
noted

above,the
ANPR

only
opens

the
doorto

dam
aging

the
im

portant
role

insurance
com

panies
have

played
in

supporting
housing

finance
and

com
m

unity
and

econom
ic

developm
entsince

the
Bank

A
ctw

as
enacted

in
1932.

Im
posing

drastic
lim

its
on

insurance
com

pany
m

em
bership

atthe
FHLBanks

could
have

significant
adverse

liquidity
im

pacts
not

only
on

the
insurance

com
panies,

buton
the

other
non-insurance

com
pany

m
em

bers
ofthe

FH
LBank

system
as

w
ell.The

FHFA
should

not
proceed

dow
n

this
path

tow
ard

fundam
entally

altering
the

FH
LBank

System
w

ithout
express

C
ongressionalguidance,

especially
atthis

tim
e

w
hen

C
ongress

and
the

A
dm

inistration
are

undertaking
a

top
to

bottom
review

ofthe
housing

finance
system

in
the

U
nited

States,
including

a
review

ofthe
im

portant
role

served
by

the
FH

LBanks
as

a
provider

ofliquidity.
Also,

as
the

econom
y

is
slow

ly
recovering

from
its

w
orstdow

nturn
in

recent
m

em
ory,

now
is

exactly
the

w
rong

tim
e

to
potentially

rem
ove

sources
ofliquidity

from
the

m
arketplace

and
potentially

hinder
versus

help
econom

ic
grow

th
and

job
creation.

A
ccordingly,

w
e

urge
thatthe

FHFA
w

ithdraw
the

m
em

bership
ANPR.

Iappreciate
the

opportunity
to

com
m

ent.

S
incerely,

G
ary

R.
P

eterson
P

resident


