2y Federal Housing Finance Board

17~ F Street. NW., Washington, D.C. 20000
Telephone: (202) 408-2500 Facsimile: (202) 408-1435

Dean M Schultz

Pr esi dent

Federal Honme Loan Bank of San Francisco
600 California Street

San Francisco, California 94108

Dear Dean:

This letter follows on the Federal Housing Finance Boa d's
(Fi nance Board% i ssuance of Decision Menorandum 94-DM 27 on July
22 1994, which provides bl anket approval for Affordable Housing

Program (AHP) nodification requests neeting certain specified
criteria.

As you know, under the Decision Menorandum one of the
criteria for blanket approval is that the Federal Hone Loan Bank
(FHLBank) determ ne at the tine AHP funds are drawn down that the
project continues to qualify for AHP funding in accordance wth
the regulations and policies of the Finance Board. Accordingly,
with regard to nodifications covered by the blanket approval, the
FHLBanks now are resgonsible for determning in the first
i nstance whet her such nodifications are in conformance with the
statute and Finance Board regulations and policies.

Therefore, if questions arise regarding whether a particular
nodi fication is consistent with the applicable provisions of the
Federal Hone Loan Bank Act and the AHP regul ation, the FHLBank
shoul d seek the advice of its counsel and should docunent its
| egal analysis of the relevant issues. |f additiona
clarification of a legal issue is needed, the FHLBanks are
wel cone to seek guidance fromthe Ofice of Legal and Externa
Affairs - Legal Division FLegaI Division). For your information
the following is a list of issues that the Legal Division
previously has addressed regarding the AHP that may arise in the
context of nodification requests:

Aut hori zed uses of AHP funds:

- pre-devel opnent costs

- loan comm tnent, prepaynment, and cancell ation fees
charged by nenbers

- tenant services, tenant counseling, and honeowner
counsel i ng

- inconme earned by menbers on AHP funds

- incone earned by |loan funds on AHP funds
- operating deficit reserve funds

- clean up and repair of damaged projects
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- use of direct subsidies in tax credit projects
- lending of direct subsidies by |oan funds
- refinancing

Monitoring requirenents:
- duration and frequency

Long-term retention period:
- duration

|f you would like the Legal Division's analysis of an issue
rai sed by a specific Froposed AHP nodi fication, please submt a
request to the General Counsel in witing, along with a copy of
your counsel's legal analysis of the relevant issues.

Slncerely,

itha I. Fair

Acting Managing Director

cc. Janes E. Yacenda
Jill W ETencer
Beth L. I no



