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ABOUT THE PRESENTERS

MICHAEL YOUNG |  Sr. Marketing & Member Solutions Officer

Michael joined FHLBank in 2012. He has held various positions 
with the bank in several areas, including Accounting, Enterprise 
Risk Management, and Lending. Michael was promoted to his 
current role in 2023 and continues to assist members with 
viable strategies and product education to maximize the value 
of their membership.

DEREK LAYTON |  Lending Officer

Derek began his banking career in 2014 at a community bank. 
He joined FHLBank in 2018 as a Lending Analyst and was 
promoted to Lending Officer in January 2020. He assists 
members with product education and current and prudent 
funding strategies to make intelligent borrowing decisions. 



FHLBank Topeka makes a 
difference by providing 
reliable liquidity and
funding to help our 
members build strong 
communities.

FHLBANK TOPEKA’S MISSION



Letter of Credit Types

 Simple Standby Letter of Credit
 Generally Public Unit Deposits (PUDs)

 Confirming Letter of Credit
 “wrap” or used in conjunction with a 

member’s letter of credit



What are Public Unit Deposits?

 Deposits from Municipalities or Political Subdivisions
 Examples: School Districts, State or County Treasurers, Hospitals, 

Rural Water Districts, etc.
 Beneficiary Considerations
 Creditworthiness, safety and soundness of the depository
 As a result, depositories are required to collateralize PUDs

 In excess of FDIC $250,000 limit

 Per the FDIC, “Collateralization provides an avenue of recovery in the 
unlikely event of the failure of an insured depository.”*

*FDIC 12 C.F.R. 330.15



Forms of PUD Collateralization

 Two Main Forms of Collateralization:
 Pledging Securities
 Historically been most widely used method

 Letters of Credit
 Beneficiaries starting to prefer this method over pledging 

securities
 Becoming more and more popular due to downfalls of 

pledging securities



Downfalls of Pledging Securities

 Why is pledging securities becoming a less popular option for 
collateralizing PUDs?
 Encumbers highly liquid assets, decreasing liquidity ratios
 Requires frequent monitoring of market values by depository and 

beneficiary
 Constrains balance sheet – reducing flexibility
 Securities are often called or prepaid
 Specific security types, often lower-yielding, are required to be eligible 

for securing deposits



What is a Letter of Credit?
 Financial instrument offered to collateralize PUDs
 Use FHLBank Aaa/AA+ rating to secure funds for the depositor
 Highest short-term credit rating ensures safety and security of 

funds, and makes the Letter of Credit widely accepted
 If the depository fails, the public unit could immediately draw 

upon the letter of credit

 Used to assist with:
 Facilitating residential housing finance
 Facilitating community lending
 Asset/liability management



Why use Letters of Credit?
 Convenient - Fast - Efficient:
 Online Submission through Members Only. Trade securities for loans – if 

demand allows

 Reduce safekeeping costs - No more monitoring market values and 
worrying about pledging and releasing securities 

 The forgotten call - No more scrambling to purchase a new, low-
yielding security 

 Unpledged securities and improve liquidity
 Collateralize PUDs with illiquid loans, effectively monetizing the loan 

portfolio



Why use Letters of Credit?
 Boost earnings:
 Revise your security investment strategy, putting higher-yielding assets on 

balance sheet
 Supplement securities for loans – if demand allows



Improve Liquidity 
Position

Boost Earnings

Utilize Excess
Collateral



Utilizing Excess Collateral



Liquidity Enhancement Strategy



BOOST EARNINGS 



Cost and Flexibility of Letters of Credit

 Simple Letter of Credit Fee
 1/8% per annum or 12.5 basis points (minimum of $125)

 Confirming Letter of Credit Fee
 1/4% per annum or 25 basis points (minimum of $500)

 Fees charged on the date the letter of credit is issued
 May elect to have the fee charged quarterly for letters of credit issued in an 

amount ≥ $5 million 

 Letter of Credit Cancellation
 Can cancel a Letter of Credit at anytime
 Will be refunded a proration of the fee charged

 Subject to the minimum fee



Stock Dividend Impact
The table below illustrates the incremental benefit you received from the Class B Stock dividend for the 
fourth quarter 2022 as you use each of our three main products.



Tools Essential to Using Letters of Credit

 Required Documents
 Letter of Credit Agreement (one time)
 Standby Irrevocable Letter of Credit Application (Per letter)

 Essentials to Issuing & Maintaining Letters
 Members Only Log In
 Letters & fee tickets for issued letters 
 Download existing Letter of Credit
 Obtain forms under Required Docs



LETTERS OF CREDIT SYSTEM
 FHLBank Topeka’s Letter of Credit Process
 Benefits to you

 Issue letters online or email our easy fill application
 Secured email confirmation to you and your depositor 
 Access via Members Only

 Letter of Credit
 Fee Ticket



Initiating a Letter of Credit
 Application Process
 Issuing a letter online



Initiating a Letter of Credit
 Application Process
 Issuing a letter online



Initiating a Letter of Credit
 PDF Application Process
 Sending in the FHLBank application

 Email to fhlb.lending@fhlbtopeka.com 
 Issued same day if application received by 3:30pm CT.
 Renewing an existing letter a new application must be sent





For More Information

 Members
 www.fhlbtopeka.com/letters
 Email us – fhlb.lending@fhlbtopeka.com
 Call us – 800.809.2733

 Guides for you and your beneficiaries
 Kansas
 Nebraska 
 Oklahoma
 Colorado

http://www.fhlbtopeka.com/letters
mailto:fhlb.lending@fhlbtopeka.com
https://www.fhlbtopeka.com/doccenter/412effef66274e9c92d30f8ed3b78d0e
https://www.fhlbtopeka.com/doccenter/373a3dcdd5dd44c8b2c8c9ca84d784e1
https://www.fhlbtopeka.com/doccenter/ebfaa09fd7c3491b9c08d42305c6f29a
https://www.fhlbtopeka.com/doccenter/a0e04c291a6e45ca8a30cb365b275a02


Tony Venditte
Regional Account Manager – Central and Eastern 
Nebraska and NE Kansas
tony.venditte@fhlbtopeka.com
785.248.6176

Jeff Steiner
Regional Account Manager – Most of Kansas
jeff.steiner@fhlbtopeka.com
785.478.8170

Drew Simmons 
Regional Account Manager – Oklahoma
drew.simmons@fhlbtopeka.com
402.399.2002

Rusty Davis
Regional Account Manager – Colorado, Western 
Kansas and Western Nebraska
rusty.davis@fhlbtopeka.com
720.212.9873

Leslie Mondesir 
Marketing & Member Solutions Manager 
leslie.mondesir@Fhlbtopeka.com
785.478.8213

Derek Layton
Lending Officer
derek.layton@fhlbtopeka.com
785.478.8217

Michael Young 
Senior Marketing & Member Solutions Officer
michael.young@fhlbtopeka.com
785.478.8214
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