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ducing stock to less than the amount held on Sept. 8, 
1961, except for a reduction at any time to not less than 
2 percent of its aggregate unpaid loan principal as of 
the beginning of the calendar year in which reduction 
was made, but not less than $500, or if reduced to less 
than 2 percent, such reduction to be in the discretion 
of the Board; and reenacted cl. (ii) limitations as par. 
(2), substituting ‘‘the Board defining such term’’ for 
‘‘said Board defining said term’’. 

Subsec. (i). Pub. L. 97–320, § 355(a), provided for treat-
ment of a liquidation of indebtedness, in the case of a 
voluntary withdrawal of an institution from member-
ship, as a prepayment of the indebtedness, subject to 
applicable prepayment penalties. 

Subsec. (m). Pub. L. 97–320, § 355(b), added subsec. (m). 
1979—Subsec. (c)(2)(ii). Pub. L. 96–153 substituted 

‘‘twenty’’ for ‘‘twelve’’. 
1961—Subsec. (c). Pub. L. 87–210, § 1, amended sub-

section generally, and among other changes, authorized 
the bank to adjust at the end of each calendar year, 
under Board regulations, the stock held by each mem-
ber, to retire stock of members in excess of required 
amounts, prohibited members to reduce stock to less 
than the amount held on Sept. 8, 1961, except for a re-
duction at any time to not less than 2 percent of its ag-
gregate unpaid loan principal as of the beginning of the 
calendar year in which reduction is made, but not less 
than $500, or if reduced to less than 2 percent, such re-
duction to be in the discretion of the Board, provided 
that no bank shall act so as to cause the aggregate out-
standing advances, within the meaning of regulations 
of the Board defining said term, to exceed 12 times the 
amounts paid in by members for outstanding capital 
stock held by such members, defined term ‘‘aggregate 
unpaid loan principal’’ and authorized the board to re-
quire members to submit reports and information for 
purposes of this subsection. 

Subsec. (l). Pub. L. 87–210, § 2, repealed subsec. (l) 
which required members to acquire, hold and maintain 
their stock holding in an amount equal to at least 2 per 
centum of the aggregate of the unpaid principal of such 
member’s home mortgage loans, home-purchase con-
tracts, and similar obligations, but not less than $500, 
and provided for the retirement of Government-owned 
stock. 

1955—Subsec. (i). Act Aug. 11, 1955, provided that a 
Federal savings and loan association may not withdraw 
voluntarily, inserted proviso clause in item (ii), and in-
serted provisions authorizing removal of a member in-
stitution which has a management or home-financing 
policy of a character inconsistent with sound and eco-
nomical home financing or with the purposes of this 
chapter. 

1950—Subsec. (l). Act June 27, 1950, added subsec. (l). 
1935—Subsec. (k). Act May 28, 1935, omitted exception 

clause relating to stock held by the United States. 
1934—Subsecs. (c), (e). Act June 27, 1934, substituted 

‘‘$500’’ for ‘‘$1,500’’.

Statutory Notes and Related Subsidiaries 

EFFECTIVE DATE OF 1961 AMENDMENT 

Pub. L. 87–210, § 7, Sept. 8, 1961, 75 Stat. 485, provided 
that: ‘‘This Act [amending this section and section 1727 
of this title and enacting provisions set out as a note 
under section 1727 of this title] shall become effective 
on January 1 next following the date of its enactment 
[Sept. 8, 1961].’’

§ 1426a. Exclusion from certain requirements 

(a) In general 

The Federal Home Loan Banks shall be ex-
empt from compliance with—

(1) sections 78m(e), 78n(a), and 78n(c) of title 
15, and related Commission regulations; 

(2) section 78o of title 15, and related Com-
mission regulations, with respect to trans-

actions in the capital stock of a Federal Home 
Loan Bank; 

(3) section 78q–1 of title 15, and related Com-
mission regulations, with respect to the trans-
fer of the securities of a Federal Home Loan 
Bank; and 

(4) the Trust Indenture Act of 1939 [15 U.S.C. 
77aaa et seq.]. 

(b) Member exemption 

The members of the Federal Home Loan Bank 
System shall be exempt from compliance with 
sections 78m(d), 78m(f), 78m(g), 78n(d), and 78p of 
title 15, and related Commission regulations, 
with respect to ownership of or transactions in 
the capital stock of the Federal Home Loan 
Banks by such members. 

(c) Exempted and Government securities 

(1) Capital stock 

The capital stock issued by each of the Fed-
eral Home Loan Banks under section 1426 of 
this title are—

(A) exempted securities, within the mean-
ing of section 77c(a)(2) of title 15; and 

(B) exempted securities, within the mean-
ing of section 78c(a)(12)(A) of title 15, except 
to the extent provided in section 78oo of title 
15. 

(2) Other obligations 

The debentures, bonds, and other obligations 
issued under section 1431 of this title are—

(A) exempted securities, within the mean-
ing of section 77c(a)(2) of title 15; 

(B) government securities, within the 
meaning of section 78c(a)(42) of title 15; and 

(C) government securities, within the 
meaning of section 80a–2(a)(16) of title 15. 

(3) Brokers and dealers 

A person (other than a Federal Home Loan 
Bank effecting transactions for members of 
the Federal Home Loan Bank System) that ef-
fects transactions in the capital stock or other 
obligations of a Federal Home Loan Bank, for 
the account of others or for that person’s own 
account, as applicable, is a broker or dealer, as 
those terms are defined in paragraphs (4) and 
(5), respectively, of section 78c(a) of title 15, 
but is excluded from the definition of—

(A) the term ‘‘government securities 
broker’’ under section 78c(a)(43) of title 15; 
and 

(B) the term ‘‘government securities deal-
er’’ under section 78c(a)(44) of title 15. 

(d) Exemption from reporting requirements 

The Federal Home Loan Banks shall be ex-
empt from periodic reporting requirements 
under the securities laws pertaining to the dis-
closure of—

(1) related party transactions that occur in 
the ordinary course of the business of the 
Banks with members; and 

(2) the unregistered sales of equity securi-
ties. 

(e) Tender offers 

Commission rules relating to tender offers 
shall not apply in connection with transactions 
in the capital stock of the Federal Home Loan 
Banks. 
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(f) Regulations 

(1) In general 

The Commission shall promulgate such rules 
and regulations as may be necessary or appro-
priate in the public interest or in furtherance 
of this section and the exemptions provided in 
this section. 

(2) Considerations 

In issuing regulations under this section, the 
Commission shall consider the distinctive 
characteristics of the Federal Home Loan 
Banks when evaluating—

(A) the accounting treatment with respect 
to the payment to the Resolution Funding 
Corporation; 

(B) the role of the combined financial 
statements of the Federal Home Loan 
Banks; 

(C) the accounting classification of re-
deemable capital stock; and 

(D) the accounting treatment related to 
the joint and several nature of the obliga-
tions of the Banks. 

(g) Definitions 

As used in this section—
(1) the terms ‘‘Bank’’, ‘‘Federal Home Loan 

Bank’’, ‘‘member’’, and ‘‘Federal Home Loan 
Bank System’’ have the same meanings as in 
section 1422 of this title; 

(2) the term ‘‘Commission’’ means the Secu-
rities and Exchange Commission; and 

(3) the term ‘‘securities laws’’ has the same 
meaning as in section 78c(a)(47) of title 15. 

(Pub. L. 110–289, div. A, title II, § 1208, July 30, 
2008, 122 Stat. 2788.)

Editorial Notes 

REFERENCES IN TEXT 

The Trust Indenture Act of 1939, referred to in subsec. 
(a)(4), is title III of act May 27, 1933, ch. 38, as added 
Aug. 3, 1939, ch. 411, 53 Stat. 1149, which is classified 
generally to subchapter III (§ 77aaa et seq.) of chapter 
2A of Title 15, Commerce and Trade. For complete clas-
sification of this Act to the Code, see section 77aaa of 
Title 15 and Tables. 

CODIFICATION 

Section was enacted as part of the Housing and Eco-
nomic Recovery Act of 2008, and also as part of the Fed-
eral Housing Finance Regulatory Reform Act of 2008, 
and not as part of the Federal Home Loan Bank Act 
which comprises this chapter. 

§ 1427. Directors 

(a) Number; election; qualifications; conflicts of 
interest 

(1) In general 

Subject to paragraphs (2) through (4), the 
management of each Federal Home Loan Bank 
shall be vested in a board of 13 directors, or 
such other number as the Director determines 
appropriate. 

(2) Board makeup 

The board of directors of each Bank shall be 
comprised of—

(A) member directors, who shall comprise 
at least the majority of the members of the 
board of directors; and 

(B) independent directors, who shall com-
prise not fewer than 2⁄5 of the members of the 
board of directors. 

(3) Selection criteria 

(A) In general 

Each member of the board of directors 
shall be—

(i) elected by plurality vote of the mem-
bers, in accordance with procedures estab-
lished under this section; and 

(ii) a citizen of the United States. 

(B) Independent director criteria 

(i) In general 

Each independent director that is not a 
public interest director under clause (ii) 
shall have demonstrated knowledge of, or 
experience in, financial management, au-
diting and accounting, risk management 
practices, derivatives, project develop-
ment, or organizational management, or 
such other knowledge or expertise as the 
Director may provide by regulation. 

(ii) Public interest 

Not fewer than 2 of the independent di-
rectors shall have more than 4 years of ex-
perience in representing consumer or com-
munity interests on banking services, 
credit needs, housing, or financial con-
sumer protections. 

(iii) Conflicts of interest 

No independent director may, during the 
term of service on the board of directors, 
serve as an officer of any Federal Home 
Loan Bank or as a director, officer, or em-
ployee of any member of a Bank, or of any 
person that receives advances from a 
Bank. 

(4) Definitions 

For purposes of this section, the following 
definitions shall apply: 

(A) Independent director 

The terms ‘‘independent director’’ and 
‘‘independent directorship’’ mean a member 
of the board of directors of a Federal Home 
Loan Bank who is a bona fide resident of the 
district in which the Federal Home Loan 
Bank is located, or the directorship held by 
such a person, respectively. 

(B) Member director 

The terms ‘‘member director’’ and ‘‘mem-
ber directorship’’ mean a member of the 
board of directors of a Federal Home Loan 
Bank who is an officer or director of a mem-
ber institution that is located in the district 
in which the Federal Home Loan Bank is lo-
cated, or the directorship held by such a per-
son, respectively. 

(b) Directorships 

(1) Member directorships 

Each member directorship shall be des-
ignated by the Director as representing the 
members located in a particular State, and 
shall be filled by a person who is an officer or 
director of a member located in that State, 
each of which members shall be entitled to 
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