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July 20, 2026 

The Honorable Mike Flood 
Chairman 
Subcommittee on Housing and Insurance 
Committee on Financial Services 
U.S. House of Representatives 
Washington, D.C. 20515 

The Honorable Emanuel Cleaver, II 
Ranking Member 
Subcommittee on Housing and Insurance 
Committee on Financial Services 
U.S. House of Representatives 
Washington, D.C. 20515 

Re: Hearing on “Oversight of the Federal Home Loan Bank System” 

Dear Chairman Flood and Ranking Member Cleaver: 

On behalf of the Defense Credit Union Council, DCUC, I write regarding the Subcommittee’s July 21, 2026, 
hearing, “Oversight of the Federal Home Loan Bank System.” We appreciate the Subcommittee’s examination of 
the Federal Home Loan Bank System’s structure, operations, mission, and role in providing liquidity to community 
financial institutions. 

The Federal Home Loan Banks are an essential component of the nation’s housing-finance and financial-liquidity 
infrastructure. Their cooperative structure gives credit unions and other community-based lenders access to 
reliable, collateralized funding that can support mortgage lending, small-business financing, community 
development, and service during periods of market disruption. The hearing will examine the 11 regional Federal 
Home Loan Banks, their approximately 6,500 members, and their support for housing and community credit needs 
through advances and other programs.  

For defense credit unions, access to dependable liquidity is particularly important. Military communities can 
experience rapid changes in deposits and credit demand resulting from permanent-change-of-station moves, 
deployments, federal funding disruptions, emergency relief efforts, and the unique financial circumstances 
confronting servicemembers and their families. Federal Home Loan Bank advances help participating credit unions 
manage these fluctuations while continuing to offer mortgages and other affordable financial products. 

DCUC has consistently urged policymakers and the Federal Housing Finance Agency to preserve and expand 
credit union access to the FHLBank System, reduce unnecessary regulatory burdens, and ensure that smaller 
institutions can participate efficiently. We have also highlighted the importance of the Affordable Housing Program 
to credit unions serving military families, veterans, lower-income households, and communities surrounding 
military installations.  

We encourage the Subcommittee to pursue reforms that strengthen the System’s housing mission while preserving 
its ability to provide reliable liquidity to members of every size. 



 

 

Federal Home Loan Bank access for credit unions 

Although credit unions are eligible for FHLBank membership, participation can be more difficult for smaller 
institutions that lack dedicated collateral-management teams, specialized legal staff, or the operational capacity to 
navigate differing district requirements. These obstacles can prevent institutions with legitimate liquidity and 
housing-finance needs from obtaining the full benefit of the System. 

Congress and FHFA should encourage: 

• Uniform and transparent collateral-eligibility standards across the 11 FHLBanks;  

• Streamlined membership, onboarding, and collateral-valuation processes;  

• Proportionate documentation and reporting requirements for smaller institutions;  

• Expanded acceptance of high-quality collateral commonly held by credit unions;  

• Improved access to Acquired Member Asset programs;  

• Greater coordination between FHFA and the National Credit Union Administration; and  

• Clear protections against policies that would indirectly exclude credit unions based on size, charter, 
business model, or balance-sheet composition.  

DCUC supports strong safety-and-soundness supervision. However, supervision should not become a mechanism 
for imposing duplicative prudential regulation on FHLBank members already overseen by their primary federal or 
state regulator. 

Advances must remain a reliable source of liquidity 

Federal Home Loan Bank advances are secured, collateralized funding provided through a congressionally 
chartered cooperative system. They should not be treated in the same manner as volatile, unsecured, or 
opportunistic wholesale funding. 

Failing to recognize this distinction can cause examiners or regulatory models to undervalue FHLBank advances, 
discourage responsible use of the System, and create unnecessary liquidity pressure. That result is particularly 
harmful to smaller credit unions that do not have the same access to capital markets or diversified wholesale-
funding channels as the nation’s largest financial institutions. 

Regulatory treatment should recognize the stable and secured character of FHLBank advances while retaining 
appropriate, risk-sensitive supervision. Regulators should evaluate an institution’s concentration, collateral 
position, maturity structure, and liquidity plan rather than applying a blanket presumption that FHLBank funding is 
inherently unstable. 

Modernizing mortgage asset programs 

DCUC supports expanding credit union access to efficient secondary-market channels. Credit unions should be 
able to originate mortgages based on the needs of their members without being forced to retain every loan on their 
balance sheets or depend exclusively on a small number of large secondary-market counterparties. 

The Federal Home Loan Bank Mortgage Asset Modernization Act would establish direct statutory authority for the 
Banks to acquire mortgages from members, expand the eligible product universe, permit more flexible credit-risk 
management, distinguish assets held to maturity from those held for sale, and revise the housing-goals framework. 
The draft specifically recognizes that existing credit-enhancement requirements can impose disproportionate 
burdens on community banks and credit unions with smaller origination volumes.  

 



 

 

 
 
 

 

A modernized Acquired Member Asset framework could: 

• Provide credit unions with an additional outlet for conforming, government-backed, nonconforming, and 
multifamily mortgages;  

• Support VA, FHA, and other government-backed lending;  

• Increase competition in the secondary mortgage market;  

• Permit credit unions to recycle capital into additional member loans;  

• Improve service in rural, military, and underserved communities; and  

• Reduce dependence on the largest aggregators and financial institutions.  

Any expansion should remain subject to sound underwriting, transparent pricing, effective risk management, and 
FHFA supervision. Smaller participating institutions should not be subjected to operational or credit-enhancement 
mandates that negate the benefits of participation. 

Affordable housing and military families 

DCUC strongly supports the affordable-housing mission of the FHLBank System. Military families continue to 
face housing shortages, high rents, limited housing supply around installations, frequent relocations, and difficulty 
competing in certain home-purchase markets. 

Defense credit unions help address these challenges through VA lending, first-time homebuyer programs, financial 
counseling, closing-cost assistance, emergency loans, partnerships with nonprofit organizations, and participation 
in FHLBank Affordable Housing Programs. DCUC has previously noted that defense credit unions use AHP 
resources to assist low- and moderate-income military homebuyers with closing costs, repairs, and financing gaps.  

Additional AHP resources can produce meaningful benefits. Nevertheless, Congress should carefully calibrate 
mandatory assessments to avoid weakening the FHLBanks’ capital, reducing their lending capacity, increasing the 
cost of advances, or diminishing the value of membership. Affordable-housing contributions and member liquidity 
are complementary parts of the same mission and should not be placed in unnecessary competition. 

Congress should also require transparent reporting showing where AHP funding is deployed, which populations are 
served, how smaller members participate, and whether military and veteran communities receive equitable access. 

Credit union representation 

The absence of a credit union witness from a hearing examining the FHLBank System leaves an important 
perspective unrepresented. Credit unions are both owners and users of the System and serve more than 146 million 
Americans. Their cooperative, not-for-profit structure and member-focused lending model provide a distinct 
perspective on liquidity, housing finance, and community development. 

We encourage the Subcommittee to solicit written testimony from credit unions and include credit union 
representatives in future hearings, roundtables, and legislative discussions concerning the FHLBank System. 

Legislative recommendations 

Federal Home Loan Bank Mortgage Asset Modernization Act 

DCUC recommendation: Support 

The proposal would create direct statutory authority for mortgage purchases through AMA programs and expand 
the range of eligible mortgage products. It would also allow more flexible, safety-and-soundness-based credit-risk 
management and remove regulatory structures that can disproportionately burden smaller credit unions.  

 



 

 

DCUC recommends approval, with continued attention to: 

• Equal access for credit unions of all sizes;  

• Inclusion of VA, FHA, rural, multifamily, and appropriate nonconforming loans;  

• Proportionate operational requirements;  

• Transparent and competitive pricing;  

• Appropriate servicing options; and  

• Preservation of member control over borrower relationships and data.  

Federal Home Loan Bank Advances as Core Funding Act 

DCUC recommendation: Strongly support 

This proposal would require federal banking agencies and NCUA to recognize FHLBank advances as core funding 
and treat them comparably to core deposits, while preserving regulators’ authority to make legitimate risk-sensitive 
distinctions. It expressly directs NCUA to revise its regulations, guidance, reporting instructions, supervisory 
policies, and examination materials within 18 months.  

This is a particularly important credit union provision. It would provide more consistent treatment, reduce 
unwarranted examiner skepticism, and properly distinguish secured FHLBank advances from less stable forms of 
wholesale funding. 

DCUC recommends retaining the direct amendment to the Federal Credit Union Act and ensuring that NCUA 
implementation applies consistently to federally and state-chartered, federally insured credit unions. 

Federal Home Loan Bank Membership Clarification Act 

DCUC recommendation: Support, with a clarifying amendment 

The proposal would confirm that statutory membership qualifications are determined when an institution applies 
and would restrict FHFA from indirectly regulating members by imposing balance-sheet, business, or investment 
requirements through directives aimed at an FHLBank.  

DCUC supports preventing FHFA from functioning as a duplicative prudential regulator of credit unions. NCUA 
and state regulators should remain responsible for supervising credit union operations. 

We recommend an amendment expressly providing that: 

Nothing in the Act shall limit FHFA’s authority to supervise the safety and soundness of a Federal Home Loan 
Bank, establish reasonable collateral requirements, or address a member’s conduct when that conduct creates a 
direct and material risk to a Federal Home Loan Bank. 

This clarification would preserve the bill’s purpose while addressing concerns that the language could be 
interpreted to unduly constrain legitimate System-level supervision. 

Federal Home Loan Bank Capital Clarification Act of 2026 

DCUC recommendation: Support with amendments and additional technical review 

The proposal would exclude certain risk-free liquidity assets from total assets for leverage purposes, cap the 
minimum total-capital requirement at 5 percent, clarify that all qualifying capital is available to absorb losses, 
establish a minimum member-stock investment, and require each FHLBank to maintain an FHFA-approved 
minimum retained-earnings amount.  

 
 
 

 



 

 

DCUC supports a clear, durable capital framework that protects the System and avoids unnecessarily trapping 
capital that could support member liquidity. Before final passage, however, Congress should request an analysis of 
how the proposal would affect: 

• FHLBank advance capacity and pricing;  

• Member stock-purchase requirements;  

• Dividends and retained earnings;  

• Small credit union participation;  

• System debt issuance;  

• Joint-and-several liability; and  

• Performance during severe liquidity stress.  

The final legislation should require FHFA to conduct notice-and-comment rulemaking and publish a quantitative 
impact analysis before implementation. 

Proposal to increase mandatory Affordable Housing Program contributions 

DCUC recommendation: Support with amendments 

The proposal would require each FHLBank, from 2026 through 2030, to contribute 15 percent of the preceding 
year’s net income to AHP, subject to an aggregate annual minimum of $100 million.  

DCUC supports increasing affordable-housing investment, particularly where funding assists military families, 
veterans, first-time homebuyers, rural communities, and lower-income households. However, Congress should 
amend the proposal to include: 

• An annual safety-and-soundness determination by FHFA;  

• Flexibility during periods of extraordinary market stress;  

• A prohibition against passing the assessment through to members through discriminatory advance pricing;  

• Transparent reporting on the geographic and demographic distribution of funds;  

• Simplified access for smaller credit unions and community lenders;  

• Recognition of military and veteran housing needs;  

• Independent evaluation of program outcomes; and  

• A congressional review before the temporary 15-percent requirement is extended or made permanent.  

With these safeguards, DCUC would support advancing the proposal. 

Questions for the record 

DCUC respectfully recommends that the following questions be submitted to the witnesses. 

Questions for Ms. Jill Naamane, Government Accountability Office 

 
 
 

 



 

 

1. What data does GAO have concerning credit union participation in the FHLBank System, including 
participation by asset size, charter type, geographic region, and designated low-income or CDFI status?  

2. Has GAO identified operational, collateral, technological, or regulatory barriers that disproportionately 
affect smaller credit unions seeking membership or advances?  

3. Do differences among the 11 FHLBanks’ collateral policies create materially different access or pricing 
outcomes for similarly situated credit unions?  

4. How should regulators distinguish secured FHLBank advances from unsecured or volatile wholesale 
funding when assessing liquidity risk?  

5. Would defining FHLBank advances as core funding improve regulatory consistency without preventing 
risk-sensitive supervision?  

6. What effect would raising mandatory AHP contributions from 10 percent to 15 percent have on FHLBank 
retained earnings, advance pricing, lending capacity, and member dividends?  

7. Has GAO evaluated how AHP funds reach military families, veterans, rural communities, and 
communities surrounding military installations?  

8. What additional disclosures would allow Congress to evaluate whether FHLBanks are meeting their 
housing and community-development mission?  

9. Does the absence of uniform System-wide data impede meaningful evaluation of member access and 
mission performance?  

10. What safeguards would GAO recommend if Congress expands FHLBank mortgage-purchase authority?  

Questions for Mr. Ryan Donovan, Council of Federal Home Loan Banks 

1. How many credit unions are members of the FHLBank System, and what percentage actively use 
advances, AMA programs, and AHP resources?  

2. What steps are the FHLBanks taking to increase participation by small, low-income, minority depository, 
CDFI, and defense credit unions?  

3. Why do collateral requirements, haircuts, approval processes, and eligible collateral categories vary among 
districts?  

4. Would the Council support greater uniformity and transparency while preserving appropriate regional 
flexibility?  

5. How would treating FHLBank advances as core funding affect member institutions and the System’s 
ability to fulfill its liquidity mission?  

6. What protections should accompany expanded AMA authority to ensure that smaller lenders receive fair 
pricing and access?  

7. How would the Mortgage Asset Modernization Act affect credit unions originating VA, FHA, jumbo, rural, 
and multifamily loans?  

8. What operational assistance can FHLBanks provide to credit unions that lack sophisticated collateral-
management infrastructure?  

 



 

 

9. Would a 15-percent AHP assessment alter advance pricing, dividends, capital accumulation, or lending 
capacity?  

10. How will the System ensure that increased AHP contributions reach communities experiencing acute 
shortages, including those surrounding military installations?  

11. What role can the FHLBanks play during federal shutdowns, natural disasters, deployments, or other 
events that create sudden liquidity needs for institutions serving military personnel?  

12. Would the Council support adding a formal credit union advisory mechanism within the FHLBank 
System?  

Questions for Mr. Barry Lockard, Cornhusker Bank/FHLBank of Topeka 

1. How do FHLBank advances differ operationally and economically from other forms of wholesale funding 
used by community institutions?  

2. How does access to advances influence a community lender’s ability to continue making mortgages during 
periods of deposit volatility or market stress?  

3. Do current regulatory classifications discourage institutions from using FHLBank advances even when 
such funding is prudently managed and fully collateralized?  

4. How would the Advances as Core Funding Act change liquidity planning and examination outcomes for 
community institutions?  

5. What aspects of the AMA program are most valuable to smaller lenders, and what barriers currently limit 
participation?  

6. Would flexible portfolio-level credit-risk management make AMA participation more feasible for smaller-
volume originators?  

7. How might changes to FHLBank capital requirements affect advance availability and pricing?  

8. What lessons from community banks are directly applicable to credit unions, and where do the two models 
require different treatment?  

9. What steps should the FHLBanks take to make programs more accessible to institutions serving rural and 
military communities?  

10. Would increased AHP contributions produce measurable housing benefits without impairing the System’s 
liquidity function?  

Questions for Professor Kathryn Judge 

1. What statutory or regulatory guardrails are necessary to prevent inappropriate use of FHLBank advances 
while preserving legitimate access for healthy community institutions?  

2. Should secured FHLBank advances be treated differently from unsecured wholesale funding for 
supervisory purposes?  

3. Would classifying advances as core funding create moral-hazard concerns, and could those concerns be 
addressed through concentration, maturity, collateral, and contingency-funding requirements?  

4. Does FHFA currently have sufficient authority to supervise the FHLBanks without indirectly regulating 
member institutions already overseen by NCUA, the federal banking agencies, or state regulators?  

 
 
 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5. Could the Membership Clarification Act unintentionally restrict FHFA’s ability to respond when a member 
presents a direct risk to an FHLBank? What limiting language would you recommend?  

6. What governance or transparency reforms would strengthen the cooperative character of the System?  

7. What risks and benefits would arise from expanding AMA programs to additional mortgage products?  

8. How should Congress balance greater AHP contributions against the need to retain earnings and maintain 
robust liquidity capacity?  

9. Should Congress require periodic review of the System’s mission, membership, capital, and affordable-
housing performance?  

10. What data should FHFA publish concerning member borrowing, collateral, AMA activity, AHP allocations, 
and member concentration?  

Conclusion 

The FHLBank System works best when it remains a strong, member-owned liquidity cooperative with a clear 
housing and community-development mission. Congress should resist false choices between liquidity and 
affordable housing. A financially sound System can and must do both. 

DCUC urges the Subcommittee to advance reforms that recognize FHLBank advances as stable, secured funding; 
modernize mortgage-purchase programs; preserve access for credit unions; prevent duplicative regulation; 
maintain strong capital and oversight; and direct affordable-housing resources toward demonstrable community 
needs. 

We appreciate your leadership and stand ready to work with the Subcommittee, FHFA, NCUA, the Federal Home 
Loan Banks, and other stakeholders to ensure the System continues serving credit unions and the military and 
veteran communities that depend on them. 

Sincerely, 

    
Jason Stverak           
Chief Advocacy Officer       
DCUC  
 
 
 

 


