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June 13, 2008

Mr. Robert E. Feldman

Executive Sacratary

Federal Deposit Insurance Corporation
550 Seventeanth Street, N.W.
Washington, D.C. 20429

RE: Interim Final Policy Statement on Coverad Bonds - Request for Commants
Dear Mr, Feldman;

On April 15, 2008, the Federal Deposit Insurance Corporation adoplad an intardm
final pollcy statement tiled "Covered Bond Policy Statement” {Policy Statement) and
solicited public comment on various issues including the FDIC's treatmeant of
secured [iabllities for assessment and other purposes. In particular, the FDIC asked
“whether an instilution’s perceniage of secured Habilities to fotal labikties should be
factored info an institution’s insurance assassment rate or whether the tolal securad
liabilities should be included in the assessmaent base.” In addition, the FDIC
raquasied comments on “whether ... there should also be an overall cap for secured
liab#ities.”

We at ESB Financial appreciate the opporiunity io address the important issues
raised by this request for comments.

Whibe tha Palicy Staternant did not specifically refer io Federal Home Loan Bank
(FHLBank} advances, we are concerned that the term “secured liabilifies”
encompasses such loans. Wa believe thal penalizing the use of FHLBank advancas,
or placing an arbitrary cap on their usa, could be counier-productive to community
banks' ability to fund loan dermand in their communities. Also, profitability of
community banks could suffer dua to the need to manage interest-rate risk of our
balance sheats.

We utiilze FHLBank advances for liquidity purposes, and to help us manage Interest-
rate risk and fund loan growth. if the use of FHLBank advancas is discouraged, our

bank would be forced to seek aliernative, often more costly and volatile sources of
wholesale funding, thereby reducing profitability and increasing liquidity risk.

Thanks for allowing me to comiment on this important subject.
ely,

C. Wayman
President



