ﬁp Federal Housing Finance Board

February 15, 1996
MEMORANDUM

TOs Rita I. Fair

Managing Direc

THROUGH: Paul J. Droletqwd
1
/

General Counse

FROM3 Janice A. Kaye"
Attorney-Advis

SUBJECT:  Conpensation of ointed, Acting, or Forner
Fégéral Loan Bgﬁﬁ ( FHLBank) 8hairpersons

| SSUES:

. 1. \Wether a vice chairperson of a FHLBank who acts as
chairperson in the absence of an appointed chairperson, may be
conpensated at the rate prescribed for the chairperson

2. \ether, in the absence of a newy appointed
chairperson, the previous chairpereon whose term has expired my
continue to be conpensated at the rate prescribed for the
chai rperson

CONCLUSI ONS:

L Under the FHLBank System Directors Fees and Al | owances
PQ|IC¥ (Pollcy£, the vice chairperson of a FHLBank's board of
directors may be conpensated at the rate prescribed for the
chairperson when: (1) the vice chairperson presides for the
chairperson at nore than two neetings of the board of directors or
executive conmttee throughout the year; or (2) the chairperson
wi || be indisposed for three consecutive nonths, the vice
chai rperson presided at neetings during the period of the
chairperson's absence, and the board of directors of the FHLBank
gives its prior approval. |n all other instances, the maxinum
conpensation that nax be paid to a FHLBank vice chalrpenson IS the
amount available to FHLBank directors other than the chairperson.
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\
2. A FHLBank director who is appointed as chairperson of

the FHLBank’s board of directors for a term of one year may not
serve in that capacity beyond the expiration of the term. Thus
Qnce the ter ot”a--ointment as chairparson has exoired, the

compgﬂggfff at the_rate prescribed for the cha rpereon

DI SCUSSI ON
| . Conpensation of Acting or Appointed FHLBank Chairperson

Section 7(g) of the Federal Home Loan Bank Act (Bank Act)
requires the Board of Di rectors (Board) of the Federal Housing
Fi nance Board (Finance Board) to “designate one of the directors
of each [FHL]Bank to be chalrnan and one to be vice chairmn, of
the board of directors of such (FHL]Bank," 12 U S.C. § 1427(g).
In the absence of a deS|gnated chairperson, the deS|gnated vi ce
chaj rperson assunes the duties and responsibilities 0
chairperson, such as Pre3| ding over neetings of the FHLBank boar d
of directors. See lefter from Board Chairperson to FH.Bank vice
chairpersons, dated January 26, 1996.

%ardlng conpensation of FHLBank directors, section 7(i) of
the Bank Act provides that:

[e]ach [FHL]Bank may pay its directors reasonable
conpensation for the time required of them and their
necessary expenses, in the performance of their duties, in
accordarice W th the resol utions_adopted by such directors,
subject to the approval of the Board,

12 U.S. C 1427 E The Finance Board's |nplenent|n? regul ation
states that " Ftl! ank directors' fees shall be establ'ished by
each [FHL]Bank within [imts set by the Board." CFR

§ 932.27.

In_February 1993, the Board adopted the Policy by notational
vote. See Board Res. No. 93-12 (Feb. 23, 1%93) publls

FHLBank stentPollcy Manual (June 1993), Vol 8§ G4. Amng
ot her things, the 0|c¥)setsllmts ontepB/ ment_of fees to
FHLBank d|rectors See ol The P ICX
provi des that the the nBX|nuntfee that nay be a|d to HLBan
directors other than the chairperson for attendlng meetings called

the Finance Board, or board of dlrectors conmttee, of annua
stockhol ders' meetings, is $650 per day, §8 1 (A(1), Il1(B)

It provides also that t he WHXInUﬂtfee that™ may ‘be 'paid to

the chairperson is $1, 200 per day for presiding over annual
stockhol ders', board of directors, or executive comittee
meet i ngs, and $650 Ber day for attendlng ot her conm ttee neetings'
or mee |n%s called by the-Finance Board; Id, 88 I(B)(I),

[HT1(B)(3) (D).



Except in specified circunstances, the conpensation of a
FHLBank vice chairperson is limted to the amount available to
FHLBank directore other than the chairperson. See_id 8§ I(B)(2).
A FHLBank vice chairperson is eligible to be conpensated at the
rate prescribed for the chairperson if the vice chairperson

presi des over nore than two hoard of director or executive
conmttee meetings duringthe year. The Policy provides that:

I]n instances where the Vice Chairman presides for the

hai rman at one or two nmeetings of the [FHLBank] Board of
Directors or the Executive Commttee throughout” the year, the
Vice Chairman's fee will continue to be baSed on the maxi mum
permssible fee [for FHLBank directors] of $650 per day.

|d. (enphasis added). This provision Iimts a vice chairperson's
fees for presiding at board of directors or executive conmmttee
meetings one or two tinmes during_the year regardl ess of the reason
for the chairperson's absence. “The Policy does not address
specifically conpensation for a vice chairperson who presiges at
nmeetings for the chairperson more than two tinmes a year. owever,
bY negative inmplication, if a FHLBank vice chairpersson presides at
at least two board of directors or executive commttee neetings
throughout the year, a FHLBank HBK conpensate a vice chairperson
at the rates prescribed for the chairperson for the third and each
subsequent nmeeting at which he/she presides during the year.

The PoIicytﬂernits a FHLBank vice chairperson to be

conpensated at the rate prescribed for the chairperson in one
other instance. The policy provides that:

gl]n the situation where the Chairman will be indisposed for
hiee or nore consecutive nonths, a FBLBank is permtted to
pay the Vice Chairman a fee UP to $1,200 per day for
presiding at nmeetings during that period, with prior approval
of the Board of Directors.
e

|d. (enphasis added). By its terns, this provision applies only

1. Fees for a vice chairperson who presides at an annual

st ockhol ders' neeting for the chairperson are not addressed in the
Policy. However, sinhce the PO|]C¥ provides that a chairperson who
presides at such meeting is entitled to receive the maxi mum fee
prescribed for chairperSons, see Policy § Il1(B)(3), it would be
reasonable to interpret this provision to permt a vice

chai rperson who pertorns those duties to receive the same
conpensat i on
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when: ?1) the chairperson will be "indisposed, ' L.e.. unavailable
to performhis/her duties for three consecutive nonths; (2) the
vice chairperson presides at neetings during the period of the
chai rperson's absence; and (3) the board of "directors of the,
FHLBank gives its prior approval. Since this determnation is
made prospectively, the vice chairperson is eligible to be paid at
the Chairperson's rate for each meeting at which he/she presides.
In all other instance, the maxi num conpensation that nay be paid
to a FHLBank vice chairperson is that available to FHLBank
directors other than the chairperson.

1. COVPENSATION OF FORVER FHLBANK CHAI RPERSONS

In a previous nenorandum the Office of General Counsel
concl uded that a FHLBank director who is appointed as chairperson
of the FHLBank's board of directors for a termof one year my not
serve in that capacity beyond the expiration of the term  See.
menmorandum fromD. Silberiman to P. Drolet, dated Oct. 20, 1995.
Thus, once the termof appointnment as chairperson has explred, the
FHLBank director is no |onger the chairperson and may not be
conpensated at the rate prescribed for the chairperson

cc: David Guy

2. Athough the ordinary d|ct|onar%énean|pg of the term _
"indi sposed” is "slightly’ill," see Wbster'S Nonth New Col | egi ate
Dictionary 614 (1990?, it would be unreasonable to conclude that
the Board intended to make a vice chairperson's conpensation
dependent upon the nature of the chairperson's illness. The nore
reasonable interpretation is that the Board intended this
provision to reach every circunstance in which the chairperson

woul d be unavailable to performhis/her duties for three or nore
consecutive months.



