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August 23, 2006

Federal Deposit Insurance Corporation
550 Seventeenth Street, N.W.
Washington, D.C. 29429

Attention: Mr. Robert E. Feldman, Executive Secretary
Comments

Dear Mr. Feldman:

Re: Deposit Insurance Assessments and Federal Home Loan Bank Advances

I write with regard to the Federal Deposit Insurance Corporation notice of proposed rulemaking and
request for comment on deposit insurance assessments. Specifically, I write to address the FDIC’s
request for comment on whether Federal Home Loan Bank (FHLBank) advances should be included in
{he deﬁmtlon of volatile liabilities or, alternatively, whether higher assessment rates should be charged to
insiitutions-that have significant amounts of secured liabilities. I appreciate the opportunity to comment
on this important matter.

Advances are not volatile liabilities for FHLBank members. FHLBank advances have pre-defined,
understood, and predlctable terms. Unlike deposits,. advances do not evaporate due to circumstances
olitside of the control'of an FHLBank member.

It would be lllogtcal to mclude FHLBank advances in the definition of volatile liabilities given the
stability ‘of the FHLBanks the rehable avallablllty of advances as’a source of ; wholesale fundmg, and the
ueneﬁclal and predictable eﬁect of such ﬂmdmg on members busmess plans B
Deposit insurance premlums 'should be based on an mstltutlon s actual risk proﬁle taking into account an
institution’s supervisory ratmg and capital ratios. Banks that are engaged in excessively risky activities
should pay a higher premlum, regardless of whether those actlvmes are financed by insured deposits,
FHLBank advances or “altérnative wholesalé. ﬁ.ndmg sources The professlonal and capable. FDIC
exammatlon staff is better sulfed 5 determmmg a bank’s nsk proﬁle than an 1nﬂex1ble formula imposed
on all insuréd ‘institutions, regardless of ¢ircumstance. -

i irrge ﬂie' FDIC .hot”tbfinc:lude Eederal‘ Honfe Loan Bank advances in the definition of volatile liabilities.
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Semor Vl_ce Pres;dent &‘Treasp‘rer o r e :

“ You’re worth more here.
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