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PHONE: (907) 465-2500

OFFICE OF THE COMMISSIONER

April 30, 1990

Hor.orable Lloyd Jones
Alaska State Senate
P.0. Box V

Juneau, AK 99811

Attention Charlie Miller
Dear Senator Jones:

Re: A Senate Bill Entitled: "An Act relating to
the investments of financial institutions."”

To our knowledge, the above-proposed*legislation would only
affect the program administered by the Division of Banking,
Securities and Corporations, within the Department of Com—
merce and Economic Development.

Sincerely, f\

Larry Merculieff
Commissioner

LM/WFK/mstl 512m
043090a
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26 April 1990

Senator Lloyd Jones

Dear Lloyd:

I hate to bother you this late in the session with a request like
this, and I am sure you hate to get letters that s,tart like this,
but we need some help.

What we need 1is a minor, technical amendment to the Alaska Banking
Statutes to allow state chartered commercial banks to own stock 1in
the Federal Home Loan Bank. More specifically, we need the language
"or a Federal Home Loan Bank™ added to paragraph (10) of subsection
(@) of AS Sec. 06.05.270. Investments. | have attached a copy of
the current statute with the appropriate section highlighted and
the requested language written in. The Director of Banking, Willis
Kirkpatrick, has told us that his department will support this
change.

By way of background, the S & L bailout legislation known by the
acronym FIRREA that was passed at the national level last fall
contains a provision that allows commercial banks that meet certain
gualifying asset tests to join the Federal Home Loan Bank systen.
However, membership in the system requires an investment in Federal
Home Loan Bank stock. This is a common requirement for programs of
this nature, and is the reason for the current section of State law
that allows ownership of stock in a Federal Reserve Bank or the
Federal National Mortgage Association.

We have several reasons why we want to join the Federal Home Loan
Bank system, and why we think it will be of significant benefit to
thr. communities we serve in Southeast Alaska. First of all, one of
the primary functions of the FHLB 1is to finance and support the
development of affordable housing for moderate and Ilow-income
families. There 1is no question of the need for programs of this
nature in Southeast Alaska and the rest of the state. Second, the
FHLB provides 1its members with extensive correspondent services
that 1include providing reliable souices of short and 1long term

funds at favorable rates, expanded residential lending
opportunities, and an array of programs that improve opportunities
for management of interest rate risk. In this regard, | have

enclosed some supporting material that describes the benefits of
membership in some detail.

MAIN OFFICE: POST OFFICE BOX 7920, KETCHIKAN. ALASKA 99901 < 907-225-6101
MEMBER FDIC = OFFICES AT KETCHIKAN. CRAIG, PETERSBURG, SITKA



I have sent this same letter to Representatives Robin Taylor and
Cheri Davis. | apologize for bringing this matter up this late in
the session and certainly understand that it may be too late to do
anything this year. However, there shouldn®t be any controversy
associated with the proposed amendment, and if we can get it
through this year we could start taking advantage of some of these
programs this summer.

Thank you 1in advance for your consideration of this matter. Once

you have had a chance to review this material, please let me know
what your thoughts are.

Sincerely.

Wi
President

Enclosures
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Federal Home Loan Bank of Seattle
Profile
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7% cgortal to as=ts; Trpdke A rated by Moody 5 and S&P;
Federal Agency statis
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Federal Home Loan Bank of Seattle
Organizational Structure

Charter:

- One of tnelve regiaal banks geeratang under fackral datar. Armately onned
by member fracal rsatUtios.

Oversigit Agency Tar FHLB Seattle and other eleven FHLBs:

- Federal Housing Finance Board (HB)

. FHLB of Seattde Board of Directors:

Nine CEOs elected franmember 'rsliuios( @ - x

Six pLbllic narestdirectars gopointed by FHFB

Balance Sheet
G nnillios)
12/31/89 12/31/83
Advances (Member borromings) $,006 $0,628
Cash & Inestments 1,819 1,100
Other 110 113
Total Assets $10,934 $10,842
Consolicated ligatias 0,074 0,067
Member Dgoosits 1 &6l
Other LEnilitiess 206 249
Total Lenilites $10,201 80,977

Founty $733 $365



Afforcable HouaID

Finance Programs and Tecnical Assistance Services

FEDERAL HOME LQAty BAN

The Federal Home Loan Bank of Seattle is a
private, wholesale bank serving lenders in the
12th District, which includes Alaska, Hawaii,
Idaho, Montana, Oregon, Utah, Washington,
Wyoming and the Territory of Guam. With
assets of nearly $10 billion, the FHLB of Seattle
promotes housing finance by advancing mid-
and long-term, triple-A rated credit to its mem-
ber financial institutions. The FHLB of Seattle
currently has advanced more than $8 billion to
housing lenders in the 12th District.

One important mission of the Bank is to finance
and support the development of affordable
housing for moderate- and low-income families
in the 12th District. To meet this challenge, the
Bank offers two specially priced advar:*:
programs to housing lenders, and provides an
array of technical assistance services to finan-
cial Institutions, local governments, and
housing developers.

Advance Programs

The Bank's advance programs for affordable
housing are the Community Investment Fund
(CIF) and the Affordable Housing Program
(AHP). Loans funded with CIF and AHP
advances strengthen local communities and
enhance lender compliance with the Commu-
nity Reinvestment Act. Each one offers favor-
able interest rates on advances to member
financial institutions that, in turn, are used to
fund qualifying developments or home
purchases. These programs are explained in
detail on the following pages. Samples of
housing developments funded by the CIF and
the AHP are shown or. the last page.

APRIL 1990

Technical Assistance

The Bank’s Community Investment Officer
provides technical assistance to financial
Institutions and community-based housing
organizations "hat includes:

» Educational seminars on underwriting
affordable housing and community invest-
ment loans;

» Conferences on the Community Reinvestment
Act, often co-sponsored by federal financial
regulators;

* Solutions, a quarterly newsletter addressing
technical issues in community investment
lending;

* Selected information on local housing mar-
kets, including properties in the Resolu-
tion Trust Corporation's (RTC) affordable
housing inventory; and

¢ The Affordable Housing Clearinghouse to
disseminate information to financial institu-
tions about specific lending opportunities
in affordable housing and community
development.

For information about any of these
programs or adimitaes, please dl:

Judith C. Chaney
Community Investment Officer
(206) 340-8737
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First Commer r ciaial B ank

The Federal Home Loan Bank
of Seattle has had the firstcom-
mercial bank join its member-
ship since the passage of
FIRREA, which opened the
door to commercial bank and
credit union membership.

commercial banks to join the
FHLB system nationwide.

According to Ed Sheldon, the
president of National Bank of Bre-
merton, “We believe that FHLB
membership gives us increased
options and will enable us to serve
our customers better.”

Under FIRREA, membership
eligibility in the FHLB system

The National Bank of Bremer-
ton, a $24 million asset com-
munity bank in Bremerton,
Washington is the first of two

N e w TB-13

The Bank’s Investment Banking
Services Group, headed by
Senior Vice President Pat
McJoynt, announced a new
product offering recently: TB-
13 Analysis. No, TB-13is nota
new form of tuberculosis, but
it’s focus (interest rate risk) con
be equally life threatening for
some institutions.

quires all institutions to implement
a formalized quarterly review of
interest rate risk exposure. The
new TB-13 Analysis is designed to
be an effective, reasonably priced
management tool. It not only
provides information needed to
comply with TB-13, but also
furnishes detailed analysis for
active management of interest rate
risk exposure.

The Office of Thrift Supervi-
sion’s Thrift Bulletin 13 re- With TB-13 Analysis, KOU receive
aquarterly report which shows
both changes in net interest income
and the market value of your
portfolio equity in rising and

In This Issue:

Correspondent falling interest rate environments.
CLOSF UP 2 The report is cdustomizeo! to your
institution, and you receive an
Peper-work 2 additional packet showing peer
Regporting Repos 3 group averages for comparison
Ol Did 3 purposes.
Check Specs 4

Federal Home Loan Bank of Seattle

rrespondent

MARCH 1920

Joins FHLEB

was expanded to include credit
unions and commercial banks
having a minimum of 10 percent
of their total assets in residential
mortgage loans.

National Bank of Bremerton’s
“pioneering" paves the way for
future membership recruitment.
Gary M<rtin, FHLB Marketing
Officer, is responsible for gener-
ating new membership in the
Seattle FHLB. *

Analysis

Timeliness of the information is
important, so Your quarterly TB-
13 reports will be mailed to you
no later than fifteen working
days after your Thrift Financial
Reportis “clean.”

Our TB-13 Analysis is available
at a very reasonable cost to your
institution. The first report Is
$500, and $450 for each quarter
thereafter. Subscriptions to this
service may be charged to your
FHLB Demand Account.

If you would like to subscribe to
or request additional information
about the Bank’s TB-13 Analy-
sis, feel free to call Jolin Zmolck
at (206) 340-2472 or Robin
Hyerstay at (206) 340-2.471 in
the Investment Banking Services
Group.*

The Correspondent 1



M a k 1 ng Howus'i
Ed. Note: The last issue of The Correspondent
featured an article on our Community investment
Fund (CIF) advances. The Seattle FHLB has set
aside $250 millionfor this specially priced credit
program for financing affordable Rousing and
community development in the 12th District.

Continuing ourfocus on housing finance, this issue
highlights'the Affordable Housing Program.

What is the Affordable Housing Program?

The Affordable Housing Program is a Congression-
ally mandated program to make available credit, at
below market rates, for the purchase, construction
or rehabilitation of affordable housing.

How does it work?

Tne Affordable Housing Program, as established by
FIRREA, requires each Federal Home Loan Bank
to set aside 5% of its net income to subsidize
advances to members who make loans on qualify-
ing projects. The Federal Home Loan Bank of
Seattle will have approximately $4,066 million
available for interest rate subsidies in 1990.

By 1995 the contribution will increfi'e to 10% of
ournetincome. The contribution is the total
amount of the interest rate subsidy we’ll be provid-
ing to our members on advances for funding
affordable housing, not the total advances available.

Advances will be made to members at 200 to 500
basis points below standard advance rates. The
maximum spread allowed the lender is 200 basis
points, but normal fees may be charged.

How do | know ifa project qualifies?

Advances subsidized through the Affordable
Housing Program can be used to fund the purchase,
construction, or rehabilitation of single or multi-
family housing. Inorder to qualify, the homebuy-
ers’income must not exceed 80% of area median
income, orin the case of rental properties, a project
must have at least 20% of die units set aside for
very low-income families. All projects are ap-
%rf%yed by Judith Chaney, Community Investment
icer.

ng Affordahble

How can the FHLB help me promote the availa-
bility of these loans in my community?

The Board of P ;rectors of each FHLB has ap-
Eointed an Advisory Council from community-
ased housing or?anlzatmns in its states. The
Advisory Council meets quarterly and its responsi-
bilities include: reviewing program policies,
marketing the program to qualifying organizations,
and sharing intormation on housing needs in their
states.

The first Advisory Council meeting was held in
early January. The Council recommended estab-
Iishin% specific amounts of the subsidy to be set
aside for each state and for rural areas of Washing-
ton and Oregon. If the state set aside is not com-
mitted by September 30,1990, the funds will be
available to qualifying projects located elsewhere in
the district

My institution has enough liquidity. Can I still
participate in the Affordable Housing Program
If I don’t borrow from the Bank?

Yes. Members who choose not to borrow from the
FHLB may participate in the Affordable Housin
Program by originating mortgages at below-market
interest rates and completing an intercst-rate swap
with the Bank.

Who requlates the Affordable Housing Pro-
gram?

The Affordable Housing Program is subject to
regulation by the Federal Housing Finance Board,
and the regulations should be available soon.
These regulations will determine application and
reporting requirements.

How can | apply?

We expect that the first applications will be due in
early May, and were requesting letters of interest
fron members and non-profit housing developers
now. Formore information on how the Affordable
Housing Program can benefit your community,
please contact Judith Chaney, Community Invest-
ment Officer at (206) 340-8737, or Kimberly
Jenkins, Housing Analyst at (206) 340-8702. *

The Correspondent
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May 2, 1990

The Honorable Lloyd Jones
Alaska State Legislature
P. 0. Box V

Juneau, Alaska 99811

Dear Senator Jones:
I

As Legislative Chairman of the Alaska Bankers® Association,
I am pleased to inform you that at today"s meeting the
Association enthusiastically and unanimously voted to support
SB 551, "Investments of Financial Institutions.”

If you have any questions vregarding the Association®s

position, please feel free to contact either Wes Coyner or me
directly.

MichaelWr Burns
Chairman

Alaska Bankers Association

MIB: jr
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