
August 24,2006 

Mr. Robert E. Feldman 
Executive Secretary 
Federal Deposit Insurance Corporation 
550 Seventeenth Street, N.W. 
Washington, D.C. 29429 

Re: Request for Comment - Deposit Insurance Assessments on FHLBank Advances (RIN 3064-AD09) 

Dear Mr. Feldman: 

I am the President and CEO of Northpointe Bank, a $323 million community bank located in Grand 
Rapids, Michigan. 1 am writing this letter in response to the FDIC's proposed notice of rulemaking 
regarding higher assessment rates for Federal Home Loan Bank (FHLBank) advances. 

Northpointe Bank is primarily a residential mortgage lender that extends mortgage loans to customers in 
Michigan, Indiana, Ohio, Kentucky, and Tennessee. In carrying out our housing finance mission, we 
routinely and reliably borrow from the Federal Home Loan Bank of Indianapolis (FHLBI) in order to 
meet our liquidity needs in all market conditions. We also use the FI-ILBI to fund our housing and 
community development lending when supplemental deposits are unavailable at reasonable raies. 

Northpointe Bank has used FHLBI advances for many years. Based on that track record, FHLBank 
advances,a~e.not!.yql~~jl~;liabilities for FHLBank members. On the contrary, FHLBank advances have 
pre-defined, underst~o~,~.and..predicta~le~ems;~. While bank;deposits may be lost due to.disintermqdiation 
arising frorn.a,varie.q~.off;;ct& FHLBatik. . . . .  advances do not ewaporatz due tq-qircynstances outside the 
control o f  an, F H L B B ~ ~  rqqrnber. , Large. bank? can undoubtedly look to .?N+l! S.keet for replacement 
liabilities, but.fos.c.omplunity banks such,as.~arthpcihe Bank, the capital mar.kets have not functioned 
well a s  long-term, stable,. p'rovidqn ;of who!esale.,,fcnds.. herefgre, the FDIC shcu)d nct disadvantage 
small and mid-size banks with higher FDIC premiums simply because'they lack capital market access. 

, __, , . , . 0:. ' - . . . .  , . , . . .  . : .  . .  . . . . .  
~ h r o u ~ h d u t  Northpointe B,+n.kYs history, the FHLBI has been a stable and reliable source of fbnds, and the 
availability of such credit has had a predictable and beneficial effect on Northpointe's business plans. It 
would be illogical to include FHLBank advances in the definition of volatile liabilities given the stability 
of the FHLBanks, the reliable availability. of advances as a source of wholesale funding, and the 
beneficial and predictabli effects of such funding fbr member banks such as Northpointe. 
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~ e ~ o s i t  insurance premiums~hould be, based on an . i~s~i tu t iqn~~.  pctual risk profile,.tqking into account an 
institution's supenrisorj. rating and cajitai r.atios.,;.8anks th@ are engaged in ex.iessi'.;kly risky activities 
should; pay.a. higher.premium, regardless. of Ghether thcsi 'activities are financed by, insured deposits or 
stable FI-ILSank advances. h individual  bank:^ risk p_rofil.ee~sho~ld..he.determined~.by the FDIC's 
examination staff r~,&!& .than .,by .an inflexible . formula . : :that, is, imposed. on all insured institutions, 
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In Northpointe Bank's market area, the supply of deposit funds is often inadequate to meet loan demand 
and prudent financial management needs. Therefore, FHLBI advances are frequently used for liquidity 
purposes as a lower cost alternative to deposits to fund our loan growth. Curtailing the use of FHLBank 
advances would force us to look to alternative, and often more costly, wholesale hnding sources that are 
demonstrably more volatile, thereby reducing profitability and increasing liquidity risk. 

In summary, FHLBank advances serve as a critical source of credit for housing and community 
development purposes, support sound financial management practices, and allow Northpointe Bank to 
remain competitive. FHLBank membership has long been viewed as protection for deposit insurance 
funds by providing FHLBank members alternative access to low-cost liquidity during all economic 
cycles. Penalizing Northpointe for its cooperative relationship with the FHLBI would result in the Bank 
being less cornpetitivc, limit credit availability in the communities we serve, and limit our use of a 
valuable liquidity source. I therefore urge the FDIC not to include Federal Home Loan Bank advances in 
the definition of volatile liabilities. 

Thank you for the opportunity to submit comments on this important issue. 

President & CEO 

i Northpointe lank 
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