
Explanatory Note 

Attached is the 2016 Financial Disclosure Information Packet for William C. Dudley, President of the 
Federal Reserve Bank of New York (“New York Fed” or “Bank”). This information packet contains Mr. 
Dudley’s annual disclosure form for 2016, and related materials. No waivers were issued to Mr. Dudley 
in 2016. 

Mr. Dudley’s 2016 Financial Disclosure Report. 

The New York Fed has a robust financial disclosure reporting regime which obligates most Bank 
employees to file on an annual basis one of four disclosure forms. These forms require the employee to 
disclose information about assets, liabilities, outside activities, gifts received, and other circumstances 
that might constitute an actual or potential conflict of interest or a violation of applicable law or Bank 
policy. 

The New York Fed’s president completes the Report A Financial Disclosure Form, which requires the 
most extensive level of personal financial disclosure of any Federal Reserve Bank disclosure report. The 
president is required to disclose all assets and financial transactions over $1,000, and give their 
approximate value by denoting the dollar range for each. Report A also requires disclosure of gifts 
received, liabilities, any agreements or arrangements for future employment or payment, outside 
activities, and other situations that might constitute an actual or apparent conflict of interest or 
violation of law or Bank policy. Note that this report also includes assets held by the spouse of the 
president, which are labeled accordingly.  

The president’s financial disclosure reports are extensively reviewed for potential or actual conflicts of 
interest and compliance with applicable laws and policies. Reviews are conducted by the Chief 
Compliance and Ethics Officer of the Bank, and the Chairman of the Bank’s Board of Directors. If legal 
issues are raised, the Bank’s General Counsel may also be asked to opine. 

The report includes interests in certain pension and similar defined benefit plans of both Mr. Dudley and 
his spouse, related to their prior employment at Goldman Sachs and JP Morgan Chase, respectively. In a 
1999 opinion, the Office of Government Ethics concluded that an interest in a defined benefit plan 
ordinarily will not be deemed to be disqualifying financial interest under 18 U.S.C. Section 208, unless 
the matter would have a direct and predictable effect on the sponsor's ability or willingness to pay the 
employee's defined benefit. In the event that such a matter was to arise, appropriate measures would 
be taken to ensure that Mr. Dudley remains in compliance with Section 208. No such matter currently 
exists. 

The report also includes, under Schedule D, a previously unreported position held by Mr. Dudley’s 
sibling at a covered financial institution in San Francisco, Wells Fargo, where she worked as a product 
management executive. In April of this year, after reviewing his past filings, Mr. Dudley identified and 
recognized his omission and immediately notified the Bank’s Chief Risk Officer, Chief Compliance and 
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Ethics Officer and General Auditor, as well as the Audit and Risk Committee of the Bank’s Board of 
Directors.    

The Bank and its Board of Directors addressed this matter with the utmost seriousness and the eligible 
members of the Board (those without banking affiliations) engaged an outside law firm to conduct an 
independent review of Mr. Dudley’s actions going back to the beginning of his tenure at the Bank for 
potential conflicts of interest related to Wells Fargo. Under Bank and Federal Reserve System policies, 
siblings of Bank employees may be employed at depository institutions; however, any such affiliation 
must be disclosed so a review can be conducted by the Bank’s Ethics Office for potential conflicts and 
determine whether a waiver or recusal is necessary. Failure to disclose the affiliation is a violation of the 
Bank’s Code of Conduct, though it is not a major infraction, does not violate any government ethics 
laws, and does not require refiling of past disclosures.  

The law firm concluded its review in late July, 2017, finding that the failure to disclose was inadvertent, 
that had Mr. Dudley disclosed this relationship it would have had no bearing on the Federal Reserve and 
would not have necessitated a waiver or recusal, and that Mr. Dudley was not involved in any action or 
decision directly affecting the firm or his sibling’s employment.  The law firm’s report is attached below.  

The eligible members of the Board are satisfied with the firm’s findings and have taken the following 
steps: First, they have formally counseled Mr. Dudley regarding his obligations to disclose under the 
Bank’s Code of Conduct, included below. And, second, they have instructed the Bank’s Chief Ethics 
Officer to review the disclosure form and on-boarding process to ensure employees are aware of what is 
required of them.   

The Bank’s Rules related to Conflicts of Interests. Mr. Dudley is subject to a number of policies related 
to his financial holdings and conflicts of interests. These policies are set forth in the Bank’s Code of 
Conduct and the Voluntary Guide for Senior Officers of the Federal Reserve System. 
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M E M O R A N D U M  

CHICAGO   LONDON   LOS ANGELES   NEW YORK   WASHINGTON, DC WWW.JENNER.COM   

 

September 1, 2017 

 

 
To: Board of Directors of the Federal Reserve Bank of New York 
 
From: Anton R. Valukas 

Thomas J. Perrelli 
Edward L. Prokop 

Subject: Statement on Disclosure Issues at the Federal Reserve Bank of New York 

  
  

On May 9, 2017, the Board of Directors of the Federal Reserve Bank of New York 
(“the Bank”) engaged Anton R. Valukas of Jenner & Block LLP (“Jenner”) to conduct an 
investigation related to the failure of Mr. William C. Dudley, the current President of the 
Bank, to disclose the employment of his half-sister at Wells Fargo.   

To complete the investigation, Jenner (a) reviewed thousands of documents from 
and relating to the Bank, the Federal Open Market Committee, and Mr. Dudley—
including Mr. Dudley’s personal and work emails, text messages and daily calendar, 
Bank records relating to a broad range of ethics matters, and documents relating to the 
Bank’s open market operations and supervisory activities; (b) conducted twenty-one 
interviews, including interviews with members of the Bank’s Legal Group and Ethics 
Office, members of the Bank’s management committee, certain of Mr. Dudley’s current 
and former chiefs of staff, Bank personnel involved in Federal Reserve matters relating 
to Wells Fargo, members of the Audit and Risk Committee, and Mr. Dudley; (c) 
conducted five interviews with individuals outside the Bank, including former members 
of the Bank’s Legal Group, current members of other legal groups within the Federal 
Reserve System, and Mr. Dudley’s half-sister; and (d) examined how similar matters 
outside of the Bank have been handled.  

The investigation focused on the facts surrounding the failure to disclose and the 
circumstances surrounding the identification of the disclosure issue, a detailed review of 
whether Mr. Dudley took any action with respect to Wells Fargo, and a review of how 
prior similar matters have been handled.  Mr. Valukas provided a report to the Audit and 
Risk Committee at its July 27, 2017 meeting. 

 

CLEARED FOR RELEASE



2 
 

Background 

The relevant facts are as follows:  Mr. Dudley first came to work at the Bank in 
2007 as the executive vice-president of the Markets Group.  At that time, Mr. Dudley filled 
out a financial disclosure form, which included a section entitled “Positions Held Outside 
of the FRB.”  In that section, he did not list his half-sister’s employment at Wells Fargo.  
At that time, his half-sister worked at Wells Fargo managing product development 
projects to support Wells Fargo business units and customers; in her job, she did not 
intersect with Federal Reserve personnel and did not have decision-making authority 
with respect to any issues related to the Federal Reserve.  Mr. Dudley certified that his 
responses on the financial disclosure form were “true, complete, and correct.”   

Each year since 2007, Mr. Dudley filled out his disclosure form, starting with an 
auto-populated version of his prior form, and did not disclose his half-sister’s 
employment.  His half-sister continued to work at Wells Fargo in similar product 
development management roles until 2016.  On April 17, 2017, Mr. Dudley met with a 
small group of Federal Reserve personnel to discuss a presentation he was to make on 
ethics.  At that meeting, recent issues from the Bank of England, which involved a 
regulator’s failure to disclose her brother’s employment as a senior official at a bank that 
the Bank of England regulated, were discussed.  At that meeting, participants expressed 
uncertainty as to whether it was necessary for Federal Reserve personnel to disclose 
sibling employment.  Mr. Dudley directed his chief of staff to seek clarification on the 
issue from the Ethics Office.  Upon learning that he was required to list his half-sister’s 
employment with a financial institution and confirming that he had in fact failed to 
disclose this information during his tenure at the Bank, Mr. Dudley disclosed the failure 
to identify his half-sister on his financial disclosure form to the Audit and Risk Committee 
of the Board of Directors on April 20, 2017.      

Conclusions 

Mr. Dudley’s Failure to Disclose His Half-Sister’s Employment at Wells Fargo Was Not 
Intentional  

Mr. Dudley’s on-boarding at the Bank in 2007 was unusual because the Bank had 
rarely brought in high-level officials from outside the Bank who had very complex 
financial holdings.  Mr. Dudley’s on-boarding was not handled by the Ethics Office, and 
the focus of the Bank during the process was on addressing conflicts of interest related to 
his financial holdings.  Significant time was spent working through potential conflicts 
arising out of Mr. Dudley’s financial holdings when he joined the Bank in 2007 and again 
when he was named President in 2009. 
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Unlike with employees coming to the Bank today, it appears that no one walked 
through the disclosure form with Mr. Dudley.  Mr. Dudley asserts that he did not 
understand that the section entitled “Positions Held Outside the FRB” required the 
disclosure of his half-sister’s employment and did not notice the sentence, mid-way 
through the instructions on the form, stating that sibling employment should be disclosed 
or the example provided in the form which relates to sibling employment at a financial 
institution.  The error then propagated each year as Mr. Dudley did not make changes to 
this section in subsequent years except in cases where he was reporting his own positions 
held outside the Bank on the boards of the Bank for International Settlements and the 
Economic Club of New York. 

The following circumstances lend support to the conclusion that Mr. Dudley’s 
error was inadvertent: 

- It was known by others in the Bank that Mr. Dudley’s half-sister worked at 
Wells Fargo. 

- While Bank personnel appear to be generally aware that the Bank’s conflict of 
interest policies cover certain circumstances involving siblings, there appears 
to have been some genuine confusion among Bank personnel about the extent 
to which the Bank’s financial disclosure forms specifically require disclosure of 
sibling employment. 

- In filling out the form, Mr. Dudley did disclose his wife’s positions outside the 
Bank, but he did so in the section entitled “Other Situations” rather than in the 
section entitled “Positions Held Outside the FRB,” suggesting that he did not 
understand the latter section required disclosures about persons other than 
himself. 

- Mr. Dudley never considered his half-sister’s employment to present a 
potential conflict of interest because her positions at Wells Fargo did not 
involve her working on matters that would intersect with the Federal Reserve 
and because his positions at the Bank do not involve him intersecting with 
Wells Fargo.  

- While certain types of ethics issues do come to the desk of the Bank President, 
“relative” waivers, which might involve siblings, do not. 

- Mr. Dudley immediately self-reported when he realized his error. 
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Even if Mr. Dudley Had Disclosed his Half-Sister’s Employment at Wells Fargo, the 
Ethics Office Would Not Have Deemed it Necessary to Prohibit or Limit Any Actions 
Taken by Mr. Dudley During His Tenure at the Bank  

Had Mr. Dudley timely disclosed, it is likely that the Ethics Office would have 
concluded that no recusal or waiver was required.  In past similar cases, the Ethics Office 
has considered whether an employee would have involvement on matters specific to an 
institution at which a relative worked, the role of the relative at that institution, and the 
importance of the employee to the Bank’s work.  Applying these factors here as the Ethics 
Office has in other matters – Mr. Dudley did not have supervisory authority over Wells 
Fargo (the Federal Reserve Bank of San Francisco did), his half-sister did not occupy a 
high-level decision-making position that would have caused her to intersect with the 
Federal Reserve, and Mr. Dudley’s role on broad policy matters is an important one – the 
Ethics Office likely would have concluded that no recusal was required, but it would 
have documented the issue and revisited its analysis in the event that circumstances 
changed. 

In prior cases where a Bank employee has failed to disclose information on his or 
her disclosure form, the Ethics Office has generally (a) reviewed the circumstances to 
determine if the error was inadvertent or intentional and (b) investigated to see if the 
employee took any action on a matter specific to the institution triggering the potential 
conflict.  Where the disclosure was deemed inadvertent and no action was taken with 
respect to a specific matter that raised a conflict, employees have had to amend and 
disclose or take other remedial measures such as divesting certain financial holdings.  
Under such circumstances, the Ethics Office has not taken other employment action 
against an employee other than by issuing a disciplinary action memorandum that puts 
the employee on notice of the violation and that future violations could lead to escalation 
of disciplinary action.  This is broadly consistent with how inadvertent failure to disclose 
has been handled in other institutions. 

As noted above, it was recent events at the Bank of England, also involving a 
failure to disclose a sibling’s employment that triggered Mr. Dudley’s recognition of his 
error.  In the Bank of England matter, the individual resigned from her position at the 
Bank of England, but under materially different circumstances. The House of Commons 
of the United Kingdom Treasury Select Committee published a report which was critical 
of both her failure to declare formally her brother’s employment for several years and her 
response upon this failure coming to light.  The Treasury Select Committee appears to 
have concluded that (a) after incorrectly stating to the Treasury Select Committee that she 
had properly disclosed her brother’s employment, she corrected her misstatement but 
failed to adequately reflect on the Bank of England’s conflict of interest policy or how 

CLEARED FOR RELEASE



5 
 

they might apply to her; (b) she should have been well aware of the disclosure 
requirement because of the responsibilities of her position as the Bank of England’s Chief 
Operating Officer, including her role in the drafting and implementation of the Bank of 
England’s Code of Conduct; (c) she did not appear to appreciate sufficiently the severity 
of her historic non-compliance; (d) for at least some of her tenure as the Bank of England’s 
Chief Operating Officer, her brother had a position on the bank’s group strategy team, 
which dealt with important regulatory matters; and (e) most importantly,  the Deputy 
Governor’s new role on one of the Bank of England’s policy committees involves direct 
microprudential regulation of the bank that employs her brother, including highly 
commercially-sensitive supervisory judgements, thus making it likely that potential, 
actual, or perceived conflicts of interest could well have arisen in the future.1  On these 
points, and particularly the last, the facts of Mr. Dudley’s failure to disclose are 
significantly different. 

Mr. Dudley Did Not Take Action on Matters Specific to Wells Fargo 

To ascertain to what extent, if at all, Mr. Dudley was involved in matters specific 
to Wells Fargo, Jenner reviewed internal Bank documents, publically available 
information and email correspondence relating to system-wide supervisory functions, 
open market operations, the Federal Open Market Committee, and other matters directly 
or indirectly involving Wells Fargo that Bank employees have worked on during Mr. 
Dudley’s tenure at the Bank.  In addition, Jenner interviewed senior officials from various 
divisions of the Bank who have worked on such matters. As discussed in more detail 
below, we uncovered no evidence that Mr. Dudley took actions in matters specific to 
Wells Fargo or that he directed Bank personnel with respect to matters specific to Wells 
Fargo.   

As noted above, the Federal Reserve Bank of San Francisco, not the Federal 
Reserve Bank of New York, is responsible for executing the Federal Reserve System’s 
supervisory policies with respect to financial institutions within the Twelfth Federal 
Reserve District, including Wells Fargo.  While Mr. Dudley certainly received 
information about Wells Fargo, did supervise personnel employed at the Bank who 
themselves were involved in making decisions about Wells Fargo, and did make 
decisions and recommendations on broad policy matters that affected all large financial 
institutions, including Wells Fargo, we have uncovered no evidence that Mr. Dudley 

                                                           
1 It should be noted that, notwithstanding the conclusions reached by the Treasury Select Committee, the Bank of 
England has taken the position that the employee’s resignation was a disproportionate response for an “honest 
mistake” that was “freely admitted.” (See Mark Carney, Governor, Bank of Eng., Remarks at the Banking Standards 
Board Panel “Worthy of Trust? Law, Ethics, and Culture in Banking” 6 (Mar. 21, 2017), 
http://www.bankofengland.co.uk/publications/Documents/speeches/2017/speech970.pdf)  
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made any decisions or recommendations specific to Wells Fargo or that he involved 
himself in any matters specifically related to Wells Fargo. 

As Bank President, Mr. Dudley is ultimately responsible for all Bank personnel, 
including personnel who might be assigned to teams working on specific matters related 
to Wells Fargo, such as system-wide supervisory matters or open market operations.  Mr. 
Dudley also sits on the Federal Open Market Committee.  In these roles, he certainly has 
taken actions, made recommendations, and made decisions that have broadly affected 
the entire economy including, of course, large financial institutions such as Wells Fargo.  
Under the Bank’s Code of Conduct, employment of a sibling at a financial institution 
would not trigger recusal from such policy matters, even if they had a material effect on 
Wells Fargo.     

Bank personnel that work on supervisory teams involved in horizontal reviews, 
including of Wells Fargo, do not report through a chain of command that reaches Mr. 
Dudley; they report through a Federal Reserve System-wide structure overseen by a 
multi-disciplinary group comprised of senior officials from various divisions at the Board 
of Governors and Reserve Banks.  We are aware of no evidence that Mr. Dudley took 
employment or other action with respect to such employees arising out of their 
supervisory work on matters involving Wells Fargo.  Moreover, we found no evidence 
that Mr. Dudley took action with respect to Wells Fargo on the discrete number of non-
supervisory matters involving Wells Fargo that Bank employees have worked on during 
Mr. Dudley’s tenure.  Such matters include: 

- During the financial crisis, the Bank played a critical role in administering the 
Term Auction Facility (“TAF”) and the Term Asset-Backed Securities Loan 
Facility (“TALF”).  Wells Fargo was among the biggest borrowers under TAF 
and was selected to participate in TALF as an agent on behalf of TALF 
borrowers. 

- The Bank had some interaction with Wells Fargo in connection with its 
responsibilities relating to the Maiden Lane transactions and the management 
of the Maiden Lane assets.  

- When the Bank expanded its counterparties for conducting reverse repurchase 
transactions, Wells Fargo money market funds were among those accepted as 
counterparties. 

- Finally, the Bank reviewed, and ultimately approved, Wells Fargo’s 
application to become a primary dealer.   
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In fact, the only instances that we have identified in which Mr. Dudley appears to have 
done anything specific to Wells Fargo were public statements in which he discussed the 
Bank’s focus on culture and in which he was highly critical of Wells Fargo in the wake of 
the unauthorized account opening allegations; however, it is not his role to take action 
with respect to Wells Fargo on such matters, and we have found no evidence that he has 
done so. 

Following interviews and a review of Mr. Dudley’s work and personal email as 
well as of his text messages, we also have found no evidence that Mr. Dudley provided 
information to his half-sister about the operation of the Federal Reserve as it would be 
relevant to Wells Fargo.  We also have found no evidence that Mr. Dudley’s half-sister 
provided information about Wells Fargo to him. 

Mr. Dudley’s Failure to Disclose his Half-Sister’s Employment at Wells Fargo Did 
Violate the Bank’s Disclosure Requirements  

Mr. Dudley was required to report his half-sister’s employment on his disclosure 
form.  The failure to do so made his form inaccurate.  The failure to report is not, however, 
criminal because the primary federal criminal statute governing conflicts of interest at the 
Bank (18 U.S.C. 208) does not address siblings; rather, it prohibits only conflicts involving 
parents, spouses, and children. 

The Bank has, however, added a heightened set of disclosure and ethics 
requirements on Bank employees, including a requirement to disclose sibling 
employment at a financial institution.  Mr. Dudley’s failure to disclose thus violated the 
Bank’s Code of Conduct.  In addition, the failure to disclose made his certification of the 
disclosure form inaccurate.  As noted above, the Bank’s Ethics Office typically responds 
to a failure to disclose such as Mr. Dudley’s by documenting the violation of the Bank’s 
Code of Conduct and notifying the employee that future violations could result in 
disciplinary action.  

 

ARV/TJP/ELP 
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33 LIBERTY STREET, NEW YORK, NY 10045-0001 
 

 
MEMORANDUM          
  
DATE 8/29/2017 

TO William C. Dudley 

FROM Sara Horowitz 

SUBJECT Failure to Disclose Sibling Affiliation 

 
I write to counsel you for not disclosing your sibling half-sister’s employment with Wells 

Fargo, as required on your annual financial disclosure reports. 
 
On April 20, 2017, you self-reported to the Audit and Risk Committee (“ARC”) of the 

Board of Directors (“Board”) that you had failed to disclose your sibling’s position during your 
tenure at the Federal Reserve Bank of New York (“Bank”).  You were forthcoming with the 
ARC about your failure to disclose and expressed contrition about this incident.   

 
To ensure that the Board properly carried out its oversight role, those directors not 

affiliated with a depository institution or a thrift holding company retained the law firm of Jenner 
& Block (“Jenner”) to perform an independent review.  After reviewing thousands of documents 
and conducting 21 interviews, Jenner concluded: (1) the omission of your sibling’s employment 
was not intentional; (2) had her employment been disclosed, it would not have necessitated 
recusal from your official duties or a waiver; (3) you have not taken any official action specific 
to Wells Fargo; and (4) you violated the disclosure requirements in the Code of Conduct, but did 
not violate any law. 

 
Where employees have self-reported violations that did not pose a conflict of interest and 

were fully cooperative in investigations, as is the case here, the Bank has documented the 
violations in memoranda without imposing disciplinary action.  Typically, the Ethics Office 
counsels employees in these situations to be more mindful of their ethics obligations and reminds 
them that future violations could result in disciplinary action.  I understand that the Bank’s Chief 
Ethics Officer has issued you such a memorandum, consistent with the Bank’s practice in similar 
situations.  
 

However, because of the importance of your position, it is appropriate that I, on behalf of 
the Board, also convey our views on this matter.  We recognize that your failure to disclose your 
sibling’s affiliation with a financial institution was inadvertent and relatively minor, and also that 
you escalated this matter promptly.  Nonetheless, as President and CEO of this Bank, you are 
expected to adhere to the highest standards of compliance with the Bank’s Code of Conduct.  In 
this instance, you failed to meet those standards.  We expect that you will exercise better care 
with respect to your disclosure obligations going forward, and you have expressed a commitment 
to doing so.   
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