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Dear Mr. Frierson:

Thank you for the opportunity to comment on the proposed rule to amend the liquidity coverage ratio
(LCRY) tw i i Luchiee cosertesiim i seeLrities asss HHgghh @uued Iy Lidpti ol Assedss (HOLASE).

I am sutbmitting my comments on behalf of the Comnecticut Housing Finance Authority (CHFAR)a statae
housing finance agency created by the Connecticut state legislature in 1969, CHfAdschrggddpstatitae
with the mission to alleviate the shortage of affordabie housing in our state. In four decades, we have
issued more than 130,000 first time homebuyer mortgages and financed the creation of more than
38,000 affordable rental units. We have accomplished these goals through the issuance of municipal
bonds that finance our programs. As an experienced issuer of municipal securities, we offer our
perspective on the proposed rule.

Fiirst, we support the inclusion of municipal securities in the definition of HQUASsassLewed2Ebliglichaasesss.
We appreciate your initiative in opening this issue for further comment and econsideration. Rewagnizing
that you have received a great deal of feedback requesting that municipal securities be included as

H QlLAYSs wiee aanee of fiamni ingy tee fiod | owiingy cestittitiomedd | coommyesminss ftor vl coms @ sadivtom.

We understand the intent of the original rule issued in September 2014 in establishing the LCRR
requirement and limiting the definition to HQUASs hioovesest tieer uléef falisst coi e blgiteannexrzed R icbiss b
investment assets, namely high quality municipal securities, that are equal to or in some cases more
liquid that investment categories already included in the definition of HQUASS.

Like many other state housing finance agencies, we can offer strong evidence of the liguidity,
marketability and strength of our bonds. In the last 45 years we have issued more than $11 billien in
municipal bonds, which have always been in high demand. In 2014 alone, we issued nearly $600 million
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in municipal securities, and, for every bond sold, the bond was oversubscribed by approximately 3 to 1.
These conditioms demonstrate that ClifArbbolssaaeditiqidg readiiyynmankied sdtdeandddeseevinggod hpaigg
categorized as HQILAss.

Like many municipal issuers, our securities are rated highly by the credit rating agencies. CHFAbbodds
are rated AAA by Standard and Poor's and Aaa by Moody’s. Funtihermore, the credit rating agencies have
assigned us high marks due to the bond program’s ability to satisfy “stressed scenarios” including but

not limited to unanticipated swap termination payments, large assets haircuts and delinquendies and
high interest rate environmemnts. We have held this credit rating since 2001, maintaining excellent
financial stability throughout the most recent financial crisis. Since its inception, CHFAthbaneeeemissedd
a bond principal and interest payment to lbondholders.

CliFAbbortssaandt hiosedi kkeoomssa seen ob toonp pamitibhcooppoatechbods, Rethieer conbbonssa peentooee
secure than corporate bonds. We do not issue preferred stock. Our bonds are backed and secured by
the financial strength of our bond program and ChiFRfsqqitiyy F Grtiie emooee caubbodsa eeesseareedpy
the State of Connecticut. In many ways, the strength of this type of municipal security is more akin to
the financial strength and liquidity of the Government -Sponsored Emterprises than corporate bonds.
And like CHFAA t hieeecaacenmaaryyothiee rmuuniciiyad | S saeesswitbhs simildalyys stoovpofiframudiad s kooiesst cotedlll
These stories argue strongly for the inclusion of high quality municipal securities as HQUAss.

The exclusion of municipal securities as HQUASswill| heaeeaal dsttivgyneggd e i npesattaonttree meakedt f ooy
municipal securities without the justification for treating them differently than less liquid assets that are
already included in the definition. The impact will be sharply felt through reduced marketability and an
increase in costs for this asset class. Further, a decreased interest by banks in municipal securities will
have a deleterious effect on state and local governments, their ability to promote infrastructure projects
and their economiies. We oppose the broad brush that has been applied to municipal securities in
excluding them from the HQUAAdETiTitiom aanth esroonunagre youtte resomETize tHett they diseene tmbze
included in the Level 2b liquid asset category.

Lastly, as you consider classificatioms of assets and limits to the holding of certain asset categories, we
ask that these limits be based on the relative strength of the issuing entity and its credit rating. We
believe these factors to be far better predictors of liquidity and marketability than the lbroad
classifications and limits found within the current rule.

Again, on behalf of CHFAA| toommestldygaufdo t akkigen anwa o s ke eptad ivppecimggt hieec utreat rulgewitibhaa
propasal to include municipal securities under the definition of HQUASs. Nity ssadffaad | awl i Hee hizgopyy
to offer additionmal informatiom to assist you in your review of this important issue. Thank you in
advance for your consideration.

Siincerely, Signed. —_—

Norbert J. Deslzuriers
Interim Executive Vice Presidient




