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Donald G. Barlow
Attorney at Law
P. O. Box 202200
Austin, Texas 78720-2200
512-923-9199
	Licensed in Mississippi and Texas

Mr. Barry F. Mardock
Deputy Director
Office of Regulatory Policy
Farm Credit Administration
1501 Farm Credit Drive
McLean, VA 22102-5090

RE:	Proposed Rule -- Standards of Conduct – RIN 3052-AC44;
79 Federal Register 9649-9661 (February 20, 2014)

Dear Mr. Mardock:

I appreciate the opportunity to comment to the Farm Credit Administration (FCA) regarding its proposed rule on Standards of Conduct published in the Federal Register on February 20, 2014.  I currently act as Standards of Conduct Official for five associations, but I am providing this comment in my own right, as I believe trying to comment on each of the associations’ behalf would be duplicative.  I am a joint employee of two of the associations and an “external” Standards of Conduct Official for the other three, which I believe gives me a unique perspective.

I would also state that I fully support the comments of both the Farm Credit Bank of Texas and the Farm Credit Council, and therefore my comment is limited to the FCA proposed requirement that the Standards of Conduct Official be an “officer” of the institution he or she serves.

	FCA Proposed Regulation §612.2170

Proposed §612.2170(a)(1) requires that the institution’s Board of Directors “Designate an officer of the institution as its Standards of Conduct Official”.  That is, that the Standards of Conduct Official must be an employee and officer of the institution.  FCA’s commentary on this section states in part:
The FCA believes that an in-house Standards of Conduct Official is in the best position to advise the board because they are in-tune with the day-to-day operations of the institution. In addition, in order to foster a culture of highest integrity and ethical conduct, it is important to have a Standards of Conduct Official who has a constant presence at, relationship with, and respect of, the employees of the institution.
However, FCA offers no support for this position, and in fact, often times it is better for an official in such a position to have “some distance” from the personnel he or she is responsible for monitoring.  This is particularly true in a small association, where there is daily contact with the other employees.  
[bookmark: _GoBack]Paragraph (c) of the proposed regulation would allow a Farm Credit Bank to “provide assistance” to an affiliated association in complying with this section and paragraph (d) would allow an institution to use “outside counsel or consultant to assist in complying” with this part.  This indicates that FCA recognizes that there are times when an outside source may better serve than an internal source.  The only benefit FCA attributes to having the Standards of Conduct Official be an internal employee is a nebulous benefit of “proximity” to the other employees and directors of the institution.  Often distance can be a benefit in these circumstances as an external source may be more willing to discipline an employee than an internal source.  FCA should allow each institution to determine whether its resources and capabilities lend themselves to an internal or external Standards of Conduct Official and what would be the best fit for its particular circumstances.
Neither FCA nor the institution’s Board of Directors would have any more “control” over the Standards of Conduct Official as an internal employee than an external source.  As implied above, in fact, an internal official might be more reluctant to confront a superior or a Board member on an issue than an external official.  FCA has advanced no substantial argument that having an internal official would be more protective of the safety and soundness of an institution than an external official.  I would urge FCA to allow each institution to determine for itself the appropriateness of having an internal or external Standards of Conduct Official.
The Standards of Conduct Official is ultimately accountable to the institution’s Board of Directors, whether the SOC Official is “internal” or “external” does not change that.  It is a function of the position itself, rather than whether he or she is an employee or not.  The Board of Directors has the authority to “hire and fire” the SOC Official whether internal or external.  FCA also has no more control over the SOC official whether he or she is “internal” or “external”.  In any event, if the SOC Official is not properly performing the functions and responsibilities of the office, he or she can be removed from the position.
As Standards of Conduct Official, my interaction with Boards of Directors has been exactly the same, whether I am an employee of the association or not.
As stated above, since the ultimate accountability of the SOC Official is to the institution’s Board of Directors, it should be left to the institution to determine what resources will be necessary to adequately address the SOC Official function and whether such resources are internal, external or a combination as each institution knows the capabilities and limitations of its own resources.
Respectfully submitted,
/s/ Donald G. Barlow
Donald G. Barlow, Attorney
Mississippi Bar No. 2013
Texas Bar No. 01753510
