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FEDERAL HOUSI NG FI NANCE BOARD
12 CFR Part 915

[No. 2007-01]
RN 3069- AB- 33

Federal Hone Loan Bank Appointive Directors
AGENCY: Federal Housing Fi nance Board.

ACTION: Interimfinal rule with request for conments.

SUWARY: The Federal Housing Fi nance Board (Fi nance Board) is adopting
procedures for the selection of Federal Honme Loan Bank (Bank)

appoi ntive directors. The procedures require the boards of directors of
the Banks to submt to the Finance Board a |ist of individuals that

I ncludes information regarding each individual's eligibility and
qualifications to serve as a Bank director. The Finance Board wi |l use
the lists provided by each Bank to select well-qualified individuals to
serve on the Bank's board of directors.

DATES:. This interimfinal rule is effective on January 24, 2007. The
Fi nance Board will accept witten comments on the interimfinal rule on
or before February 23, 2007.

Coments: Submt comrents to the Finance Board using any one of the
foll ow ng net hods:

E-mail : comment s@ hf b. gov.

Fax: 202-408-2580.

Mai | / Hand Del i very: Federal Housing Finance Board, 1625 Eye Street
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NW, Washi ngton, DC 20006, ATTENTION: Public Comrents.
Federal eRul emaking Portal: http://ww.reqgul ations.gov. Follow the

I nstructions for submtting comments. |If you submt your coment to the
Federal eRul emaking Portal, please also send it by e-nmail to the
Fi nance Board at comments@hfb.gov to ensure tinely receipt by the
agency. Include the following information in the subject |ine of your
subm ssi on: Federal Housing Finance Board. Interim Final Rule: Federal
Home Loan Bank Appointive Directors. RN Nunber 3069- AB-33. Docket
Nurmber 2007-01.
W will post all public comments we receive wthout change,
I ncl udi ng any personal information you provide, such as your nane and
address, on the Finance Board Wb site at http://ww.fhfb. gov/Default.aspx?

Page=93&Top=93

FOR FURTHER | NFORMATI ON CONTACT: Neil R Crowl ey, Deputy General
Counsel , 202-408-2990, crow eyn@ hf b. gov; or Thonmas P. Jennings, Seni or

Attorney Advisor, Ofice of General Counsel, 202-408-2553,
jenni ngst @hfb. gov. You can send regular mail to the Federal Housing

Fi nance Board, 1625 Eye Street NW, Washington, DC 20006.
SUPPLEMENTARY | NFORMATI ON:
| . Background

Section 7(a) of the Federal Honme Loan Bank Act (Bank Act) (12
U S C 1427(a)), authorizes the Finance Board to appoint directors to
t he board of each Bank. Section 7(f)(2) (12 U.S.C 1427(f)(2))
aut hori zes the Finance Board to fill any vacancy in an appointive
directorship for the remai nder of the unexpired term The current rule
I mpl ementing this statutory authority provides only for the selection
of appointive directors in the sole discretion of the Finance Board,
but | acks any procedures for acconplishing this. See 12 CFR 915.10(a).
The Finance Board has determ ned that adopting procedures for the
sel ection of appointive directors wll enhance its ability to identify
and appoint well-qualified individuals to serve as Bank directors.
Accordi ngly, the Finance Board is anmending Sec. 915.10 to adopt
procedures under which the board of directors of each Bank will submt
to the Finance Board a list of individuals that includes information
regardi ng each individual's eligibility and qualifications to serve as
a Bank director. The Finance Board will use the lists provided by each
Bank to select well-qualified individuals to serve on the Bank's board
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of directors.
I1. Analysis of the InterimFinal Rule
A. Bank Responsibilities

An effective board of directors is an inportant elenment in
mai ntai ni ng the safety and soundness of a Bank and ensuring that it
serves its housing and community finance m ssion. The Banks and ot her
Interested parties with know edge of the district likely will be
famliar with individuals who have the background and skills necessary
to serve on the board of a large financial institution such as a Bank.
The Finance Board believes that the appointnent process wll be
enhanced by allow ng those nost famliar with the resources in a Bank's
district to play a greater role in identifying a pool of well-qualified
I ndi viduals fromwhich the Finance Board can appoi nt Bank directors.
Accordingly, the rule seeks to utilize the | ocal and regional know edge
of the Bank, as well as of any other interested parties, in seeking out
or otherwi se identifying individuals who have the background and skills
necessary to serve as an effective Bank director.

Under the rule, the Banks are responsible at the initial stages of
the selection process for identifying potential appointive directors,
assessing their eligibility and qualifications, and nomnating themto
the Finance Board. In doing so, the Finance Board expects each Bank to
assess the appropriate experience and abilities its board nust possess
In order to operate effectively. Wien the Bank's board identifies
potential appointive directors, it will performa prelimnary
assessnent of their qualifications prior to sending a |list of
nom nations to the Finance Board. The board's prelimnary assessnent
shoul d include, but is not limted to, a review of the individuals'
executed eligibility formand their community reputation. In the case
of an individual seeking to be designated as a community i nterest
di rector, the Finance Board expects that each Bank wil|l assess the
I ndividual's prior experience in serving the consuner and comunity
I nterests specified in the Bank Act. As noted below, in order to allow
for a well-diversified applicant pool, the rule permts any interested
party to submt to the Banks the nanmes of prospective directors, which
the Banks will eval uate based on each individual's qualifications.

Section 915.10(a)(1) requires the board of directors of each Bank
annual |y, on or before October 1st, to submt to the Finance Board a
list of nom nees who neet the statutory eligibility requirenents and
are otherwise well-qualified for the appointive directorships that wll
becone vacant at the end of that cal endar year. Determ ning who to
include on the list is left to the boards of directors of the Banks,
whi ch nmay exercise discretion in determning howto identify and
present individuals to the Finance Board. The board shoul d consi der
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each individual in light of his or her background and experience as it
relates to being a director of a Bank, and should sel ect nom nees based
on the totality of their qualifications. Section 915.10(a)(3) of the
rule further requires that the list of individuals a Bank submits

I nclude 2 tinmes the nunber of appointive directorships that are to be
filled that year. Under Sec. 915.15(b), the Finance Board has the

di scretion to require a Bank to provide information about additional
eligible and well-qualified individuals.

Along with the list of eligible and qualified individuals, the Bank
nmust provide the original executed appointive director application form
on whi ch each individual describes in detail the business, financial,
housi ng, community and econom c devel opnent, or other | eadership
experiences that qualify himor her to serve on the board
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of the Bank. A copy of the formis attached as an exhibit.

Section 915.10(a)(2) extends this procedure to filling vacancies
that arise before the conpletion of a full term by requiring the board
of directors of the Bank to submt a list of 2 individuals for any
appoi ntive directorship that beconmes vacant prior to the end of its
term The rule requires a Bank to act pronptly to provide the list to
fill the remaining termof a vacant appointive directorship.

B. Fi nance Board Sel ecti on

Section 915.10(b) provides that the Finance Board has sole
di scretion to appoint individuals to the boards of the Banks. In
exercising this discretion, the Finance Board intends to | ook
principally to the qualifications of the nom nees, and w || appoint
only those individuals who have denonstrated that they possess the
experience necessary to serve effectively on the board of a | arge and
sophisticated financial institution with an inportant housing finance
and econom ¢ devel opnent m ssion, such as a Bank. By relying on the
denonstrated qualifications of the nom nees, the Finance Board expects
that any individuals it appoints will possess the experience and skills
necessary to serve as the independent voices on the board of directors,
a role that can best be played by the appointive directors of the
Banks.

The rul e al so makes clear that the Finance Board may decline, in
its sole discretion, to appoint any of the individuals on the initial
list submtted by the Bank. If this occurs, the Finance Board can
direct a Bank to submt the nanes of additional eligible and well -
qualified individuals for the Finance Board's consi deration.

C. Prospective Appointive Directors
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To ensure a diverse pool of prospective directors, Sec. 915.10(c)
al l ows any individual who is interested in being appointed to the board
of a Bank to submt to the Bank an executed appointive director
application form The rule also allows any interested party to nake
recommendati ons to a Bank regarding individuals who are well-qualified
to serve on the board of the Bank, but requires any such individual to
submt to the Bank the sane application form before the Bank may
consi der that person for inclusion in the list it submts to the
Fi nance Board. The rul e does not provide for any individuals to submt
applications directly to the Finance Board. The board of the Bank has
di scretion to determne which individuals it submts to the Finance
Board for consideration, although the Finance Board expects that the
Bank' s board will|l give due consideration to all persons seeking to be
nom nated to the board.

D. Termof Ofice

Section 915.10(d) is substantially simlar to Sec. 915.10(b) of
the current rule. It has been revised to del ete outdated | anguage that
addressed how t he Fi nance Board woul d stagger the terns of appointive
directors with terns commencing in 2001 and 2002, to achi eve a one-
third staggering of the boards of directors, as required by section
7(d) of the Bank Act (12 U S. C. 1427(d)). Because the Finance Board has
adjusted the terns of office for those directorships and has
establ i shed 3 approxi mately equal classes of directors at each of the
Banks that |anguage is no | onger necessary and is del eted.

E. Appointive Directorship Vacancies Existing on January 1, 2007

Section 915.10(e) is a tenporary provision for filling appointive
di rectorships that are vacant on January 1, 2007. The rule requires the
boards of directors of the Banks to submt the |ist of eligible and
qualified individuals to the Finance Board on or before March 31, 2007,
I nstead of Cctober 1, 2007. In all other respects, the changes nade by
the interimfinal rule will apply. For these directorships the Finance
Board intends to consider nom nations as they are received, and the
rule thus does not require a Bank to submt nom nations for al
vacanci es at one tine.

[11. Notice and Public Participation
The notice and comrent procedure required by the Adm nistrative
Procedure Act is inapplicable to this interimfinal rule because it is

a rule of agency procedure. See 5 U.S.C. 553(b)(3)(A). In addition, it
Is in the public interest to fill appointive directorships at the Banks
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with well qualified individuals as soon as it is practicable to do so.
See 5 U S.C. 553(b)(3)(B). However, because the Finance Board believes
that public comrents are valuable, it encourages coments on this
interimfinal rule, and will consider all comments received on or
before February 23, 2007 in pronulgating a final rule.

V. Effective Date

For the reasons stated in part Ill above, the Finance Board for
good cause finds that the interimfinal rule should beconme effective on
January 24, 2007. See 5 U.S.C. 553(d)(3).

V. Paperwork Reduction Act

The appointive director application formis part of the information
collection entitled " Federal Hone Loan Bank Directors.'' Under the
Paperwor k Reduction Act of 1995 (44 U.S.C. 3501 et seq.), the Ofice of
Managenent and Budget (OVB) has assigned control nunber 3069-0002,
which is due to expire on Novenber 30, 2007. The Finance Board and the
Banks use the information contained in the application formto
det erm ne whet her prospective appointive Bank directors satisfy the
statutory and requlatory eligibility requirenents and are well
qualified to serve as a Bank director. Only individuals neeting these
requi renents nmay serve as Bank directors. See 12 U S. C. 1427. The
interimfinal rule does not nmake substantive or material nodifications
to the "~ Federal Hone Loan Bank Directors'' information collection.
Consequently, the Finance Board has not submtted any information to
OVB for review.

VI. Regulatory Flexibility Act

The Finance Board is adopting this procedural anmendnment in the form
of an interimfinal rule and not as a proposed rule. Therefore, the
provi sions of the Regulatory Flexibility Act do not apply. See 5 U S. C
601(2) and 603(a).
Li st of Subjects in 12 CFR Part 915

Conflicts of interest, Elections, Federal hone | oan banks,

Reporting and recordkeepi ng requirenents.

0
For the reasons stated in the preanble, the Finance Board anends 12 CFR
part 915 as fol | ows:
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PART 915--BANK DI RECTOR ELI G BI LI TY, APPO NTMENT, AND ELECTI ONS

0
1. The authority citation for part 915 continues to read as foll ows:

Authority: 12 U. S.C. 1422a(a)(3), 1422b(a), 1426, 1427, and
1432.

0
2. Revise Sec. 915.10 to read as foll ows:

Sec. 915.10 Selection of appointive directors.

(a) Bank responsibilities. (1) On or before October 1st of each
year, the board of directors of each Bank shall submt to the Finance
Board a list of eligible nomnees who are well-qualified to fill the
appoi ntive directorships that will expire on Decenber 31st of that
year, along with the original Finance Board-prescribed appointive
di rector application form executed by each individual on the |ist.

(2) If an appointive directorship becones vacant prior to the
expiration
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of its term the board of directors of the Bank shall submt to the
Fi nance Board a list of eligible nomnees who are well-qualified to
fill that directorship, along with each individual's executed

appoi ntive director application form pronptly after the vacancy
ari ses.

(3) The number of nom nees on any list submitted by a Bank's board
of directors pursuant to paragraphs (a)(1l) or (2) of this section shall
equal 2 tinmes the nunber of appointive directorships to be filled.

(b) Finance Board selection. As provided by the Act, the Finance
Board has the sole responsibility for appointing individuals to the
boards of directors of the Banks. In exercising that responsibility,
the Finance Board shall select from anong the nom nees on the |ist
submtted by the Bank pursuant to paragraph (a) of this section,

provi ded, however, that if the Finance Board does not fill all of the
appointive directorships fromthe list initially submtted by the Bank,
it my require the Bank to submt a supplenental |ist of nom nees for

Its consideration.

(c) Prospective applicants. Any individual who seeks to be
appointed to the board of directors of a Bank may submt to the Bank an
execut ed appointive director application formthat denonstrates that
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the individual both is eligible and has busi ness, financial, housing,
community and econom ¢ devel opnent, and/or |eadership experience. Any
other interested party may reconmend to the Bank that it consider a
particul ar individual as a nom nee for an appointive directorship, but
the Bank may not do so until the individual has provided the Bank with
an executed appointive director application form The board of
directors of the Bank may consi der any individual for inclusion on the
list it submts to the Finance Board provided it has determ ned that
the individual is eligible and well-qualified for an appointive
directorship at the Bank.

(d) Termof office. The termof office of each appointive
directorship is 3 years, except as adjusted pursuant to section 7(d) of
the Act (12 U . S.C. 1427(d)) to achieve a staggered board, and shal
comrence on January 1st. In the case of a discretionary appointive
directorship that is term nated pursuant to Sec. 915.3(b)(5), the term
of office of the directorship shall end after the cl ose of business on
Decenber 31st of that year.

(e) Appointive directorship vacancies existing on January 1, 2007.
For appointive directorships that are vacant on January 1, 2007, the
board of directors of each Bank shall submt the information required
by paragraph (a) of this section on or before March 31, 2007.

Dat ed: January 18, 2007.

By the Board of Directors of the Federal Housing Fi nance Board.
Ronal d A. Rosenfeld,
Chai r man.

Editorial Note: The following forms will not appear in the Code
of Federal Regul ati ons.
Bl LLI NG CODE 6725-01-P
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[ GRAPHI C] [TIFF OM TTED] TR24JA07.005
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[ GRAPHI C] [TIFF OM TTED] TR24JA07.006
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[ GRAPHI C] [TI FF OM TTED] TR24JA07. 007
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[ GRAPHI C] [TIFF OM TTED] TR24JA07.008
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[ GRAPHI C] [TIFF OM TTED] TR24JA07.009
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[ GRAPHI C] [TIFF OM TTED] TR24JA07. 010
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[ GRAPHI C] [TIFF OM TTED] TR24JA07.011
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[GRAPHIC] [TIFF OM TTED] TR24JA07. 012
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[ GRAPHI C] [TIFF OM TTED] TR24JA07.013
[FR Doc. 07-271 Filed 1-23-07; 8:45 ani

Bl LLI NG CODE 6725-01-C
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