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(FASB 131) applied to the combined an-
nual and quarterly financial reports of
the Bank System.

(3) The standards set forth in para-
graphs (b)(1) and (2) of this section are
subject to the exceptions set forth in
the Appendix to this part.

(4) The combined Bank System an-
nual report shall be filed with the Fi-
nance Board and distributed to each
Bank and Bank member within 90 days
after the end of the fiscal year. The
combined Bank System quarterly re-
ports shall be filed with the Finance
Board and distributed to each Bank
and Bank member within 45 days after
the end of the first three fiscal quar-
ters of each year.

(5) The Finance Board in its sole dis-
cretion shall determine whether or not
a combined Bank System annual or
quarterly financial report complies
with the standards of this part.

(6) The OF board of directors shall
comply promptly with any directive of
the Finance Board regarding the prepa-
ration, filing, amendment or distribu-
tion of the combined Bank System an-
nual or quarterly financial reports.

(7) Nothing in this section shall cre-
ate or be deemed to create any rights
in any third party.

(c) Capital markets data. The OF board
of directors shall provide capital mar-
kets information concerning debt to
the Banks.

(d) NRSROs. The OF board of direc-
tors shall manage relationships with
NRSROs in connection with their rat-
ing of consolidated obligations.

(e) Research. The OF shall conduct re-
search reasonably related to the
issuance or servicing of consolidated
obligations.

(f) Monitor Banks’ credit exposure. The
OF shall timely monitor each Bank’s
and the Bank System’s unsecured cred-
it exposure to individual
counterparties.

[65 FR 36300, June 7, 2000, as amended at 67
FR 12855, Mar. 20, 2002]

§985.7 Structure of the OF board of di-
rectors.

(a) Membership. The OF board of di-
rectors shall consist of three part-time
members appointed by the Finance
Board as follows:

(1) Two Bank Presidents; and
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(2) A citizen of the United States
with a demonstrated expertise in finan-
cial markets. Such appointee may not
be an officer, director or employee of a
Bank or Bank System member, hold
shares, or any other financial interest
in, any member of a Bank, or be affili-
ated with any consolidated obligation
selling or dealer group member under
contract with the OF.

(b) Terms. (1) Except as provided in
paragraph (b)(2) of this section, the
members of the OF board of directors
shall serve for three-year terms (which
shall be staggered), and shall be subject
to removal or suspension for cause by
the Finance Board.

(2) The Finance Board shall fill any
vacancy occurring on the OF board of
directors. An appointment to fill a va-
cancy shall be only for the remainder
of the term during which the vacancy
occurred.

(3) Any member of the OF board of
directors is authorized to continue to
serve on the OF board of directors after
the expiration of the member’s term
until a successor has been appointed by
the Finance Board.

(¢) Chair. (1) The private citizen
member of the OF board of directors
shall serve as the Chair, and the Vice
Chair shall be selected by a majority
vote of the members of the OF board of
directors.

(2) The Chair shall preside over the
meetings of the OF board of directors.
In the absence of the Chair, the Vice
Chair shall preside.

(3) The Chair shall be responsible for
ensuring that the directives and resolu-
tions of the OF board of directors are
drafted and maintained and for keeping
the minutes of all meetings.

(d) Compensation. (1) The Bank Presi-
dent members shall not receive any ad-
ditional compensation or reimburse-
ment as a result of their service on the
OF board of directors.

(2) Each Bank shall be entitled to be
reimbursed by from the Office of Fi-
nance for its expenditure of travel and
per diem expenses associated with its
Bank President’s attendance at an OF
board of directors meeting as a director
member thereof.

(3) The Office of Finance shall pay
compensation and expenses to the pri-
vate citizen member of the OF board of
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directors in accordance with the re-
quirements for payment of compensa-
tion and expenses to Bank chairs as set
forth in part 918 of this chapter.

(e) Indemnification. (1) The OF board
of directors shall indemnify its mem-
bers, the Managing Director, and other
officers and employees of the OF under
such terms and conditions as shall be
determined by the OF board of direc-
tors, provided that such terms and con-
ditions are consistent with the terms
and conditions of indemnification of di-
rectors, officers and employees of the
Bank System generally.

(2) The OF board of directors shall
adopt indemnification procedures,
which shall be supplemented by a con-
tract of insurance.

(f) Delegation. The OF board of direc-
tors may delegate any of its authority
or duties to any employee of the OF in
order to enable the OF to carry out its
functions.

§985.8 General duties of the OF board
of directors.

(a) General. (1) Conduct of business.
Each director shall have the duties pre-
scribed in §917.2(b) of this chapter, as
appropriate.

(2) Bylaws. The OF board of directors
shall adopt bylaws in accordance with
the provisions of §917.10 of this chap-
ter.

(b) Meetings and quorum. The OF
board of directors shall conduct its
business by majority vote of its mem-
bers at meetings convened in accord-
ance with its bylaws, and shall hold no
fewer than six in-person meetings an-
nually. Due notice shall be given to the
Finance Board by the Chair prior to
each meeting. A quorum, for purposes
of meetings of the OF board of direc-
tors, shall be not less than two mem-
bers.

(c) Duties regarding COs. The OF
board of directors shall establish poli-
cies regarding COs that shall:

(1) Govern the frequency and timing
of issuance, issue size, minimum de-
nomination, CO concessions, under-
writer qualifications, currency of
issuance, interest-rate change or con-
version features, call features, prin-
cipal indexing features, selection and
retention of outside counsel, selection
of clearing organizations, and the se-
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lection and compensation of under-
writers for consolidated obligations,
which shall be in accordance with the
requirements and limitations set forth
in paragraph (c)(4) of this section;

(2) Prohibit the issuance of COs in-
tended to be privately placed with or
sold without the participation of an
underwriter to retail investors, or
issued with a concession structure de-
signed to facilitate the placement of
the COs in retail accounts, unless the
OF has given notice to the board of di-
rectors of each Bank describing a pol-
icy permitting such issuances, solic-
iting comments from each Bank’s
board of directors, and considering the
comments received before adopting a
policy permitting such issuance activi-
ties;

(3) Require all broker-dealers or un-
derwriters under contract to the OF to
have and maintain adequate suitability
sales practices and policies, which
shall be acceptable to, and subject to
review by, the Office of Finance;

(4) Require that COs shall be issued
efficiently and at the lowest all-in
funding costs over time, consistent
with:

(i) Prudent risk-management prac-
tices, prudential debt parameters,
short and long-term market condi-
tions, and the Banks’ role as govern-
ment-sponsored enterprises;

(ii) Maintaining reliable access to the
short-term and long-term capital mar-
kets; and

(iii) Positioning the issuance of debt
to take advantage of current and fu-
ture capital market opportunities.

(d) Other duties. The OF board of di-
rectors shall:

(1) Set policies for management and
operation of the OF;

(2) Approve a strategic business plan
for the OF in accordance with the pro-
visions of §917.5 of this chapter, as ap-
propriate;

(3) Review, adopt and monitor annual
operating and capital budgets of the
OF in accordance with the provisions
of §917.8 of this chapter, as appropriate;

(4) Constitute and perform the duties
of an audit committee, which to the ex-
tent possible shall operate consistent
with:

(i) The requirements of §917.7 of this
chapter, and
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