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July 13, 2UU6 

Fcderal Housing Finance Board 
1623 Eye Street, N\V 
W nshington, DC 20006 

RE: Federal Housing Firlarrzt Board; Proposcd Kulc: Excect Stock 
Kesrrictions and Retained Earnings Requi~ancnts for rcdcnl Home 
Lorn Banks; RM Number 3069-~B30; nuckrt N ~ ~ i n h c r  2006-03 

ncdr Fitlance Board, 

Thank you for thc opportunity to comment on rhe Federal Housing Firrallce 
Raa1.11'q proposed rulc on cxcess stock and retained earnings requiremmrs. 

A Conmlunity of'Fncnds ('ACOFj is writing to express our clcrl) i-.nnccm that 1 :  

t l ~c  proposed rulcs will have a deuimental impact on Thc ACl~>~ilahlc FTousing 
Programs (W) of rhe Federal Home Loan Ranks (FHI.Bairks), n l c  program 
is n unique public-private partnership amnne 111r FHLBudcs. their mcmbcr 
~nstitutions, community-based spansurs, slat.e and local govcmrncnts, and other 
entities. It is s critical source of alTorilaL1t I~nr~si~lg funds in thc United States 
and the Los Angeles affordable hoitsing drvelopincnt comrnun~ty. 

Since the beginning of rhe Federal H~trr~r Lou1 Badi of San Francisco's NXP 
in 199 0, the Bank has awarded ;~pprclxi~r~alcly $100 million in W pant3 to 
assis1 in the creating of ovt-1 70,001) affordable housing units. 'l'h~s flow of . .  
funds, based on 103b of khc Rallk's earnings, is madc possible because of the 
Bank's financial s~rc~igili soil strong carnings. Our orgm~zntion relies on these 
finds 10 bl~ilfl aff~lr~ldI)\ t  110ushlp in our communmce. 

, \ 

Siucr tlbr ~ n i d  to late 1990s. ACOF bas secured over $2 million in AHP 
f~luds lo dmrlnp 1.1 plaojects totaling ovcr 500 units of affordable bowing 
Tor sruiol's, m~ancipated foster youth, and homeless indlvlduals and 
farr~iliw who are living with mental illncss. These funds have le~erdqed 
-illion to dcvclopmcnt of much needed affordable hous~ns in 
thc Los h g c l c s  and Orange County ares6 of Sourhern California. 

, ,. 
, . 

Funds for the Bank's M4.P are made possible through rhe bnrrowing activities 
of its members. The proposed rule, cvifh ils rcilui~e.lw.rlr to increase rctaincd 
earnings by 9563 million and thereby clccrc~ar.. t l ~  dividends available to 
members, is likely to make membwship iu 111e Rank lcsa attractive for some 
current members, The proposed n ~ l c  wi~uld ~ q u i r c  the combincd FHLBmks to 
innease retained earnings by over .I3 hilliu~l, according to a Bank cstlmnte. 
Some members, partici~larly lareel nncs, may choosc to borrow Jess and, 
therefore, reduce lhe ~.rrufirahility of the Dank. and consequently tho net 
exnir~ss 1 1 ~ 1  % I A ~ I ~ ! ~ . I I ~  t l ~ c  ..41P. 



Thc propoecd regulation may also limit the abilily uf the Rank to providc ddiriond voluntary 
contnbubons for affordable housing and csorrrrrlu~lity economic dcvclopmcnt initiatives, in 
add~tlon to supporting the AHP. 

We are especially concerned L ~ I  Ihr Finanoc Board docs not seem to h v e  devored sufficient 
nme ro evaluating she impvcl uT tlic pmposed rulc on the AHY and other voluntary 
contributions, which rely ur1 FHlRa~dc earnings far thcir tunding. The proposed rule does no1 
include any such analysis, Jrspitc 1 1 ) ~  likclil1ood that thc rulc would cause s reduction in Bank 
earnings and, rherat'orr, r ~ ~ r ~ t b  tivailablc for the AIIP. 

ACQF urges VOII Io w i ~ l ~ J ~ a w ~ . l i s  _ U ~ W J C ~  rulc. Its irnpacl could be extremely damasing to ihc 
r f h r ~ s  uC t.1111 nr,pnization and similar organizat~orx nztionwide that are working TO proviilc 
afhrclal~lc ljouring opportunities to individunls and families in need. Thank you for )rol]r 
cunsiclcratioll of thcsc comments. 

I$$&:/L 
Do Lcong Gnllo 
Chicf Executive Off cer 
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