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D
ear

M
r.

P
ollard:

The
FederalH

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

FederalH
om

e
Loan

Bank
(FH

LBank)
m

em
bership

requirem
ents.

O
n

behalfofThe
S

tate
Bank

ofKansas,
Iam

subm
itting

this
com

m
enton

the
AN

PR.

The
AN

PR
does

notdescribe
w

hy
new

m
em

bership
rules

are
necessary,

and
itdoes

not
presentany

inform
ation

show
ing

thatthere
is

a
problem

w
ith

current
m

em
bership

rules.The
AN

PR
fails

to
cite

a
benefit

it
hopes

to
achieve

by
changing

the
m

em
bership

rules
to

require
continuous

com
pliance.The

FHFA’s
annualreports

to
C

ongress
on

the
state

ofthe
FH

LBanks
required

under
the

HERA
A

ct
have

not
noted

any
problem

s
w

ith
the

im
plem

entation
ofthese

rules.

A
ny

changes
.tothe

FH
LBanks’m

ission
or

m
em

bership.—
especially

changes
that

w
ould

restrict.
m

em
bership

eligibility
or

narrow
the

FH
LBanks’m

ission
—

should
com

e
from

C
ongress.

W
hen

C
ongress

has
exam

ined
the

FH
LBanks

in
the

past,the
result

has
been

to
expand,

rather
than

contract,
the

role
of

the
FH

LBanks.The
FHFA

should
not

proceed
dow

n
a

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

thorough
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.

The
regulatcry

changes
the

FHFA
is

considering
w

ould
m

ake
it

m
ore

difficultfor
financialinstitutions

to
access

the
liquidity

available
through

FH
LBank

advances
and

w
illdevalue

m
em

bership
for

existing
FH

LBank
m

em
bers

w
hile

discouraging
potentialm

em
bers

from
joining,

ultim
ately

inhibiting
the

ability
of

the
FH

LBanks
to

serve
the

needs
ofthe!r.clistricts.These

changes
w

ill
be

especially
burdensom

e
to

sm
all

and
m

edium
sized

m
em

bers.
.

R
equiring

m
em

bers
to

m
eetongoing

requirem
ents

w
ould

add
uncertainty

to
FH

LBank
m

em
bership.

M
em

bers
could

never
be

sure
oftheir

ability
to

m
eetthese

tests
and,therefore,

m
aintain

their
access

to
FH

LBank
liquidity

and
funding

products,
particularly

in
tim

es
offinancialstress.

For
exam

ple,
in

periods
w

hen
m

ortgage
valuations

rapidly
decline,

m
em

bers
could

not
be

assured
ofm

aintaining
atleast

10%
of

their
assets

in
m

ortgages.As.a
result,

the
FH

LBanks
w

ould
be

view
ed

by
both

existing
m

em
bers

and
potentialm

em
bers

as
a

fa
r

less
reliable

funding
partner.

This
w

ould
destabilize

a
key

prem
ise

ofthe
FH

LBank
System

,the;reliability.ofaccessing
liquidity.

.
.

.

A
ccordingly,

w
e;urge

thatthe
FHFA

w
ithdraw

the
m

em
bership

AN
PR

.
Iappreciate

the
opportunity

to
corn

m
ent.
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