DECI SI ON MEMORANDUM OF THE FI NANCE BQARD ACTI NG
W THOUT A QUORUM

Date: Novenber 14, 1994
No. 94-DM - 49

| SSUE: FHLBank of Seattl e: Rei mbur senent of Industry
Directors' Spousal Expenses under Federal Housing
Finance Board Directors' Fees and Al owances Policy and
12 CFR 932. 27

FACTORS CONSI DERED:

o Section 7(i) of the Federal Honme Loan Bank Act
aut hori zes the Federal Honme Loan Banks (FHLBank or
FHLBanks) to pay directors reasonable conpensati on and
necessary expenses "subject to the approval of the
[ Federal Housing Finance] Board." 12 U S. C. 1427(i).

o Federal Housing Finance Board (Board) Regul ation
12 CFR 932.27 specifically provides that directors' fees
"shall be established by each Bank within limts set by
t he Board."

o Board Policy 93-12, Directors' Fees and Al owances
(Policy), dated February 23, 1993, determnes the limts
of such fees by authorizing only certain specifically
defined fees and expenses. Those fees and expenses
aut horized by the Policy are permtted to the FHLBanks.
Those that are not authorized by the Policy are not
"Within [the] limts set by the Board" and, thus, are
not within the authority of a FHLBank to permt.

o) Section |I1.C.3 of the Policy only permts reinbursenent
of expenses incurred by appointed directors' spouses
whi | e acconpanying the director at any two neetings
(Bank or industry) each year.

o In the report of exam nation dated Cctober 10, 1994, of
the Federal Hone Loan Bank of Seattle (Bank), exam ners
found that the Bank had reinbursed the travel expenses
of spouses of industry directors.

o The Board has reviewed the exam ners' findings and the
Bank' s response to those findings.



DECI SI O\

That the Federal Honme Loan Bank of Seattle has
rei nbursed travel expenses of industry directors' spouses in
violation of Board Policy 93-12 and 12 CFR 932. 27.

The Bank is directed to cease such rei nbursenents and
to conply with the reinbursenent Iimtations of the Board's
Policy.

The Bank is directed to ensure that its Directors' fees
policy conforms with the limtations of the Board' s Policy.
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