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capital structure is in place, FHLBank capital will be less permanent than perpetual equity stock. Therefore,
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Second, although joint and several liability creates incentives for the FHLBanks to monitor each others
activities, the FHLBanks do not have the authority to direct a financially troubled FHLBank to take corrective
actions. However, FHFB does have authorities 16 it can use to take enforcement actions in such a situation. We
last examined FHFBs supervisory oversight of the FHLBank System in 17 1998. We concluded that FHFBs safety
and soundness regulation is increasingly important to protect taxpayer interests due to the Systems expanding
activities and the changing business environment. We found deficiencies in FHFBs oversight of FHLBanks and
made a number of recommendations to improve it. FHFB oDicials told us they have made progress in
implementing these recommendations. However, we have not examined FHFBs supervisory oversight since
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