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The Maryland Association of Counties (MACo) SUPPORT S Senate Bill 606. Thisbill
would add aletter of credit issued by a Federal Home Loan Bank to the list of collateral that can
be used to secure public funds that the State has on deposit with financia institutions.

The Federal Home Loan Banks (FHLB) are a group of cooperatives that lending
institutions use to finance housing and economic devel opment. The Maryland Attorney General
recently issued a Letter of Advice regarding the State Treasurer’ s acceptance of Letters of Credit
(LOCs) from a Federal Home Loan Bank (FHLB) as security for public unit deposits. The
Attorney General advised that the current Maryland statute is ambiguous and therefore does not
recognize FHLB LOCs.

Certain local governments currently have LOCs from FHLBs as collateral to secure funds
being held by the State Treasurer. Thislegislation would clarify that the State Treasurer can
accept FHLB letters of credit as collateral to secure these funds.

MACo urges the Committee to give SB 606 a FAVORABLE report.
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