
11 NORTHERN ' 11 HANCOCK 
1 BANK &TRUST I I L I  

September 1 1,2006 

Mr. Roberr E. FeIdmm 
Executive Secretary 
F e d 4  Deposit Insumnce Corporation 
550 Seventeenth Street, N.W 
washiogtou, D.C. 29429 

R e  Deposit Insurance Assessments and Federal Home Loan Bank Advance 

Denr Mr. Feldman: 

I am writing to you mncerning thc notie of proposed rulemaking and request for comment on deposit 
ksumce requirements. Specifically, the FDIC's request for comment on whether Federal Home b a n  Bank 
(FHLBank) advances should be included in the dehnition of volatile liabilities or, alternatively, whetha higher 
assessments rates should be charged to institutions hat  have significant amounts of secured liabilities. I 
believe that enacting this rule would be hnrmfd to community banks like mine, ieduce the availability of 
affordable home l m s  md harm FHIBanks that are a very important source of funds to community banks 

Our bank uses advances in two ways: long-term admnces and overnight funds. With respect to overnight 
funds, my bank like most community banks does not often use o d g h t  funds as a source of funding. 
However, the availability of such funds at low rates improves my bank's ability to manage liquidity risk. W~th 
respect to bng-term advances, my bank has used them to manage interest rate usk associated with meeting the 
home lending needs of the locd comrnuni~ Without the adabi l i ty  of low cost long-term funding horn the 
FHLBank, my bank would be restticted in its ability to mmnge liquidity risk and would be less likely to offer 
hed  rate morrgnge products with longer rntiturities. 

The use of FHLBank advances can increase or decrease the risk of fdure presented by a bank depcmhg 
upon how they are used. But a blanket determination that all uses of FHL&ank advances present increased is- 
is won& However, n blanket determinniion would h y s  make the use of FHLBank advances more expmsive 
even whm they reduce risk presented by a bank. 

The judicious use of FHLBank advances should be encouraged not dscowxged. The proposed rule seeks 

to discourage the use of one of the most duabie risk management tools awlable to community banks. Such a 

di would seem to run counter a system dcsigntd to encourage sound risk managemeht. 

Sincerely, 

b ~ A . M ~ n ~ o  / 
President 


