Federal Housing Enterprise Oversight

adequate policies and procedures to as-
sure its oversight of, among other mat-
ters, the following:

(1) Corporate strategy, major plans of
action, risk policy, programs for legal
and regulatory compliance and cor-
porate performance, including but not
limited to prudent plans for growth
and allocation of adequate resources to
manage operations risk;

(2) Hiring and retention of qualified
senior executive officers and succession
planning for such senior executive offi-
cers;

(3) Compensation programs of the En-
terprise;

(4) Integrity of accounting and finan-
cial reporting systems of the Enter-
prise, including independent audits and
systems of internal control;

(5) Process and adequacy of report-
ing, disclosures, and communications
to shareholders, investors, and poten-
tial investors;

(6) Extensions of credit to board
members and executive officers; and

(7) Responsiveness of executive offi-
cers in providing accurate and timely
reports to Federal regulators and in ad-
dressing the supervisory concerns of
Federal regulators in a timely and ap-
propriate manner.

(c) Guidance. The board of directors
should refer to the body of law elected
under §1710.10 and to publications and
other pronouncements of OFHEO for
additional guidance on conduct and re-
sponsibilities of the board of directors.

[67 FR 38370, June 4, 2002, as amended at 70
FR 17311, Apr. 6, 2005]

§1710.16 Prohibition of extensions of
credit to board members and execu-
tive officers.

An Enterprise may not directly or in-
directly, including through any sub-
sidiary, extend or maintain credit, ar-
range for the extension of credit, or
renew an extension of credit, in the
form of a personal loan to or for any
board member or executive officer of
the Enterprise as provided by section
402 of the SOA, as amended from time
to time.

[70 FR 17311, Apr. 6, 2005]

§1710.19

§1710.17 Certification of disclosures
by chief executive officer and chief
financial officer.

The chief executive officer and the
chief financial officer of an Enterprise
shall review each quarterly report and
annual report issued by the Enterprise
and such reports shall include certifi-
cations by such officers as required by
section 302 of the SOA, as amended
from time to time.

[70 FR 17311, Apr. 6, 2005]

§1710.18

An Enterprise may not accept audit
services from an external auditing firm
if the lead or coordinating audit part-
ner who has primary responsibility for
the external audit of the Enterprise, or
the external audit partner who has re-
sponsibility for reviewing the external
audit has performed audit services for
the Enterprise in each of the five pre-
vious fiscal years.

[70 FR 17312, Apr. 6, 2005]

Change of audit partner.

§1710.19 Compliance and risk manage-
ment programs; compliance with
other laws.

(a) Compliance program. (1) An Enter-
prise shall establish and maintain a
compliance program that is reasonably
designed to assure that the Enterprise
complies with applicable laws, rules,
regulations, and internal controls.

(2) The compliance program shall be
headed by a compliance officer, how-
ever styled, who reports directly to the
chief executive officer of the Enter-
prise. The compliance officer shall re-
port regularly to the board of directors
or an appropriate committee of the
board of directors on compliance with
and the adequacy of current compli-
ance policies and procedures of the En-
terprise, and shall recommend any ad-
justments to such policies and proce-
dures that he or she considers nec-
essary and appropriate.

(b) Risk management program. (1) An
Enterprise shall establish and maintain
a risk management program that is
reasonably designed to manage the
risks of the operations of the Enter-
prise.

(2) The risk management program
shall be headed by a risk management
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§1710.20

officer, however styled, who reports di-
rectly to the chief executive officer of
the Enterprise. The risk management
officer shall report regularly to the
board of directors or an appropriate
committee of the board of directors on
compliance with and the adequacy of
current risk management policies and
procedures of the Enterprise, and shall
recommend any adjustments to such
policies and procedures that he or she
considers necessary and appropriate.

(c) Compliance with other laws. (1) If
an Enterprise deregisters or has not
registered its common stock with the
U.S. Securities and Exchange Commis-
sion (Commission) under the Securities
Exchange Act of 1934, the Enterprise
shall comply or continue to comply
with sections 301, 302, 304, 402, and 406
of the SOA, as amended from time to
time, subject to such requirements as
provided by §1710.30 of this part.

(2) An Enterprise that has its com-
mon stock registered with the Commis-
sion shall maintain such registered sta-
tus, unless it provides 60 days prior
written notice to the Director stating
its intent to deregister and its under-
standing that it will remain subject to
the requirements of sections 301, 302,
304, 402, and 406 of the SOA, as amended
from time to time, subject to such re-
quirements as provided by §1710.30 of
this part.

[70 FR 17312, Apr. 6, 2005]

Subpart C—Indemnification

§1710.20 Indemnification.

(a) Safety and soundness authority.
OFHEO has the authority, under the
Act, to prohibit or restrict reimburse-
ment or indemnification of any current
or former board member or any current
or former executive officer by an En-
terprise or by any affiliate of an Enter-
prise in furtherance of the safe and
sound operations of the Enterprise.

(b) Policies and procedures. Each En-
terprise shall have in place policies and
procedures consistent with this part
for indemnification, including the ap-
proval or denial by the board of direc-
tors of indemnification of current and
former board members and current or
former executive officers. Such policies
and procedures should address, among
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other matters, standards relating to in-
demnification, investigation by the
board of directors, and review by inde-
pendent counsel.

Subpart D—Modification of
Certain Provisions

§ 1710.30 Modification of certain provi-
sions.

In connection with standards of Fed-
eral or state law (including the Revised
Model Corporation Act) or NYSE rules
that are made applicable to an Enter-
prise by §§1710.10, 1710.11, 1710.12,
1710.17, and 1710.19 of this part, the Di-
rector, in his or her sole discretion,
may modify the standards contained in
this part in accordance with 5 U.S.C.
5563 and upon written notice to the En-
terprise.

[70 FR 17312, Apr. 6, 2005]

PART 1720—SAFETY AND
SOUNDNESS

Sec.

1720.1 Authority.

1720.2 Safety and soundness standards.

APPENDIX A TO PART 1720—POLICY GUIDANCE;
MINIMUM SAFETY AND SOUNDNESS RE-
QUIREMENTS

APPENDIX B TO PART 1720—POLICY GUIDANCE;
NON-MORTGAGE LIQUIDITY INVESTMENTS

APPENDIX C TO PART 1720—POLICY GUIDANCE;
SAFETY AND SOUNDNESS STANDARDS FOR
INFORMATION

AUTHORITY: 12 U.S.C. 4513(a), 4513(b)(1),
4513(b)(5), 4517(a), 4521(a)(2) through (3), 4631,
4632, and 4636.

SOURCE: 67 FR 55693, Aug. 30, 2002, unless
otherwise noted.

§1720.1 Authority.

(a) Authority. This part is issued by
the Office of Federal Housing Enter-
prise Oversight (OFHEO) pursuant to
sections 1313(a), 1313(b)(1), and 1313(b)(5)
of the Federal Housing Enterprise Fi-
nancial Safety and Soundness Act
(Act) (12 U.S.C. 4513(a), 4513(b)(1), and
4513(b)(5)). These provisions of the Act
authorize OFHEO to take any action
deemed appropriate by the Director of
OFHEO to ensure that the Federal Na-
tional Mortgage Association and the
Federal Home Loan Mortgage Corpora-
tion (the Enterprises) are operated in a
safe and sound manner, including by
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