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12 CFR Part 612 

Personnel Administration 

AGENCY: Farm Credit Administration. 

ACTION: Proposed Rule. 

SUMMARY: The Farm Credit Administration, by its Federal Farm Credit Board, has under consideration proposed amendments to its regulations pertaining to district personnel policies. The proposed amendments address the bank's human resources management program and define Agency, board, and management responsibility and accountability for human resources management. 

DATES: Written comments must be received on or before September 8, 1980. 

ADDRESSES: Submit any comments or suggestions in writing to Donald E. Wilkinson, Governor, Farm Credit Administration, Washington, D.C. 20578. Copies of all communications received will be available for examination by interested persons in the Office of Director, Public Affairs Division, Office of Administration, Farm Credit Administration. 

FOR FURTHER INFORMATION CONTACT: Larry H. Bacon, Acting Deputy Governor, Office of Administration, Farm Credit Administration, 490 L'Enfant Plaza East, S.W., Washington, D.C. 20578 (202-755-2181). 

TEXT: 
SUPPLEMENTARY INFORMATION: Part 612 governs the personnel administration of the banks and associations of the Farm Credit System. The Farm Credit Administration is proposing to reissue these regulations pursuant to 12 U.S.C. 2243 and 2252 in a manner which will provide greater flexibility to the institutions in the management of their human resource. Various requirements in the current regulations which are covered by other applicable laws and regulations are proposed to be eliminated. 

This draft regulation will expand the concept of responsibility and accountability of district boards and management for all aspects of bank and association human resources management programs. It provides for the updating of personnel policy manuals and requires that supervisors and employees be provided with written policies and practices. As an aspect of total human resources management, salary administration programs will have to be established which are effective and consistent with the management system of the banks. In addition, the regulation will provide for clarification of compensation plans available to bank employees. 

For the convenience of the reader a redesignation table showing the old sections of Part 612 and the new is shown below. 

PART 612-PERSONNEL ADMINISTRATION 

Subpart A - Human Resources Management 
Sec. Previous Sec.  
612.2000 Policy statement New  
612.2010 Responsibility 612.2000  
612.2020 District human resources management policies 612.2010  
612.2030 Associations 612.2020  
612.2040 Human resources forecasting 612.2050  
612.2050 Staffing, training and development 612.2100  
612.2060 Performance evaluation New  
612.2070 Salary administration New  
612.2080 Salary and range approvals 612.2080  
612.2090 Other compensation plans 612.2090  
612.2100 Benefits administration 612.2290  
612.2110 District retirement plans 612.2310  
612.2120 Summary of requirements for Farm Credit Administration review and approval 
Subpart B - Standards of Conduct for Directors, Officers, and Employees 
612.2130 Director, officer, and employee responsibilities and conduct 612.2110  
612.2140 District and association directors 612.2120  
612.2150 Soliciting support in polls for association, district, or Federal Farm Credit Board membership 612.2130  
612.2160 Reports and recommendations on proposed or pending legislation 612.2140  
612.2170 Political activity 612.2060  
612.2180 Devotion of time to official duties 612.2150  
612.2190 Nepotism 612.2030  
612.2200 Reporting violations 612.2031  
612.2210 Prohibited acts for salaried employees 612.2160  
612.2220 Legal provision cited 612.2165  
612.2230 Prohibited acts procedures 612.2170  
612.2240 Gifts or favors from subordinates 612.2180  
612.2250 Borrowing from subordinates 612.2190  
612.2260 Improper use of official property 612.2200  
612.2270 Evasions and circumventions of rules of conduct 612.2210  
612.2280 Official loans 612.2220  
612.2290 Report by personnel 612.2230  
612.2300 Prohibited acts enforcement 612.2240  
612.2310 Reports of transactions with directors, officers, or employees 612.2250  
612.2320 Other reports to the Farm Credit Administration 612.2270  
612.2330 Fidelity bonds required 612.2280  

Therefore, it is proposed to amend 12 CFR, Chapter VI by revising and recodifying Part 612 as follows: 

PART 612-PERSONNEL ADMINISTRATION 

Subpart A - Human Resources Management 

Sec. 

612.2000 Policy statement 

612.2010 Responsibility 

612.2020 District human resources management policies 

612.2030 Associations 

612.2040 Human resources forecasting 

612.2050 Staffing, training and development 

612.2060 Performance evaluation 

612.2070 Salary administration 

612.2080 Salary and range approvals 

612.2090 Other compensation plans 

612.2100 Benefits administration 

612.2110 District retirement plans 

612.2120 Summary of requirements for Farm Credit Administration review and approval 

Subpart B - Standards of Conduct for Directors, Officers and Employees 

Sec. 

612.2130 Director, officer, and employee responsibilities and conduct 

612.2140 District and association directors 

612.2150 Soliciting support in polls for association, district, or Federal Farm Credit Board membership 

612.2160 Reports and recommendations on proposed or pending Federal legislation 

612.2170 Political activity 

612.2180 Devotion of time to official duties 

612.2190 Nepotism 

612.2200 Reporting violations 

612.2210 Prohibited acts for salaried employees 

612.2220 Legal provision cited 

612.2230 Prohibited acts procedures 

612.2240 Gifts or favors from subordinates 

612.2250 Borrowing from subordinates 

612.2260 Improper use of official property 

612.2270 Evasions and circumventions of rules of conduct 

612.2280 Report by personnel 

612.2300 Prohibited acts enforcement 

612.2310 Reports of transactions with directors, officers, or employees 

612.2320 Other reports to the Farm Credit Administration 

612.2330 Fidelity bonds required 

PART 612-PERSONNEL ADMINISTRATION 

Subpart A - Human Resources Management 

§ 612.2000 Policy statement. 

Statement of Purpose and Intent of the Human Resources - Management Relations. 

(a) Human Resources Management is a vital element of total bank responsibility. Every aspect of the business, from its public image to the quality of loan service received by an individual farmer, relates directly to the quality of employees selected and the adequacy of their individual training. In addition, the widely fluctuating economy, increasing costs of compensation and benefits, growing social awareness and a vast new body of legislation dealing with equal employment opportunity, manpower, safety and benefits have created unprecedented demands on the banks for effective and comprehensive human resources management systems. The intent of the revised personnel sections of the Regulations is to outline those areas that should be addressed by a bank's human resources management program in general terms, and to define Agency, board and management responsibility and accountability for human resources management. 

(b) Most districts already have a district personnel policy manual and employee handbook. These will likely be adequate documentation to meet most of the requirements of these regulations. The banks are encouraged to build on this existing base by reviewing and updating the content of policy manuals and handbooks as appropriate and determining areas that will need additional emphasis under these regulations, and developing an appropriate implementation strategy. 

(c) These regulations recognize that a district board also acts as a board of each of the three banks, and that the bank president, as chief executive officer, is ultimately accountable for the bank's performance. In many cases, one set of district human resources management policies will be appropriate for all three banks and associations. However, there may be valid reasons for each bank to develop its separate, but compatible, human resources management policies and programs. The selection of either approach by the district board is acceptable under these regulations. The philosophy of the regulations is to promote flexibility so that human resources management programs can be tailored to the operational requirements of the banks and associations. 

(d) In addition to these regulations, each bank and association is subject to and required to comply with other Federal, State and local laws and regulations related to the employment process. This includes, but is not limited to civil rights laws, the Occupational Safety and Health Act, the Fair Labor Standards Act and regulations of the Equal Employment Opportunity Commission, Department of Labor and Internal Revenue Service. The Farm Credit Administration will not duplicate the regulatory requirements of these other agencies but may assist a bank in cases of noncompliance to attain compliance and retain its position of public trust. 

(e) Because of the general nature and wording of the regulations, compliance takes on a new meaning. The Farm Credit Administration's supervision of district human resources management programs is meant to be consultative, constructive and based on professional evaluation of the effectiveness of bank and district human resources management programs in meeting management needs, rather than technical compliance of a specific program. In accordance with FCA's policy of coordinated supervision, the personnel staff will work closely with the regional supervisory staffs to ensure consistency of overall bank supervisory efforts and to avoid duplications and overlap. The Farm Credit Administration personnel staff will also work closely with examiners to assist them in determining areas to be reviewed and in collecting, analyzing and evaluating data. Such evaluations will emphasize program effectiveness and quality in meeting a bank's mission and goals and transactional review will be for the purpose of making those analyses. 

(f) The Farm Credit Administration will utilize information gathered by examination and supervisory efforts to consult with and assist bank management in the effective discharge of its responsibility and in maintenance of accountability to the bank board of directors. Matters of a policy nature will be taken to the board only after proper communication with management. 

§ 612.2010 Responsibility. 

It is the responsibility of each bank, within the provisions of these regulations and policy direction adopted by the district board of directors under § 611.1010(f) of these regulations, to manage its human resources function, including the supervision of association human resources management, where applicable. Plans, actions, and activities shall be documented appropriately and provide adequate operational controls for routine audit and review. Each bank's human resources management system shall provide for regular reporting of information to the president and the board. 

§ 612.2020 District human resources management policies. 

In the interest of effective human resources management, each Farm Credit district shall issue a human resources policy manual(s), including board policies relating to the district, individual banks and the program applicable to Federal land bank and production credit associations. It shall include statements of district philosophy toward human resources management and the objectives envisioned for both employer and employee. Appropriate management and supervisory personnel shall be provided with a copy of the policy manual for guidance in managing human resources. The manual provisions shall be in accordance with applicable rules and regulations and a copy shall be submitted to the Farm Credit Administration for review. The policy manual(s) should address the following: 

(a) A general statement of human resources philosophy and objectives. 

(b) Recruiting and employment practices. 

(c) Employee training and development. 

(d) Performance evaluation. 

(e) Salary administration program. 

(f) Employee benefits. 

(g) Employee responsibilities and conduct. 

Each employee shall be provided with a written summary such as a handbook that outlines the bank's employment practices and procedures. 

§ 612.2030 Associations. 

In accordance with the principle of decentralization, each Federal land bank and Federal intermediate credit bank shall develop human resources policies for associations within the district consistent with these regulations and policy direction provided by the bank board. Association human resource management programs developed within these policies shall be consistent with district policy and within parameters of required district compensation and benefits programs. 

§ 612.2040 Human resources forecasting. 

Plans should be made in advance by banks and associations to recruit and train qualified employees for prospective vacancies caused by turnover, business growth, approaching retirements, or other reasons that can be anticipated. Such plans should attempt to identify numbers and skill levels required by anticipated vacancies and assess the availability of the required skills in the existing work force. 

§ 612.2050 Staffing, training and development. 

Under policies established by the bank boards, each bank and association shall be responsible for the design, implementation, communication, and maintenance of programs for recruitment, selection, placement, training and development of employees. The purpose of such policies and programs shall be to recruit, train, develop, effectively utilize and retain a staff competent to carry out the functions of each bank and association. 

§ 612.2060 Performance evaluation. 

Under policies established by the bank boards, each bank and association shall be responsible for development, implementation, communication and maintenance of effective systems for evaluating employee performance. 

§ 612.2070 Salary administration. 

Salary administration policies shall assure development of effective salary administration programs consistent with established district philosophy. Such programs should be developed in accordance with sound principles and techniques of salary administration. 

§ 612.2080 Salary and range approvals. 

(a) All salary ranges for senior officers of the banks shall be submitted to the Farm Credit Administration for approval 15 days prior to the effective date of any changes. 

(b) Upon initial appointment, the salary of the chief executive officer of a bank shall be referred to the Farm Credit Administration for approval 10 days prior to release of any announcements. Changes in salary levels of such chief executive officers shall be submitted to the Farm Credit Administration for approval 10 days prior to final confirmation of changes. 

(c) A copy of all personnel actions at the bank senior officer level shall be submitted to the Farm Credit Administration for record purposes. 

§ 612.2090 Other compensation plans. 

All plans for bank officer and employee compensation (other than wages) and any amendments to such plans shall be submitted to the Farm Credit Administration for prior approval. This includes but is not limited to incentive, bonus and deferred compensation plans. For the purposes of this section, employee benefit programs, such as medical/hospital plans, group life insurance plans and other similar benefits, are not considered compensation plans. 

§ 612.2100 Benefits administration. 

District boards shall adopt policies governing employee benefit programs and assure that such programs are developed and based on clearly defined objectives with full coordination of benefits to eliminate coverage gaps and duplication of benefits and costs. Employee benefits should be developed as a total program including leave, retirement, and insurance programs. A degree of consistency in benefit programs between districts is desirable and the inclusion of portability provisions between districts should be an objective in formulating employee benefit programs. 

(a) All employee benefits programs should be periodically reviewed in light of appropriate and competitive standards, employee need and consistency with the management objectives of the bank. 

(b) The pension formula will take into consideration, directly or indirectly, present and anticipated future levels of social security benefits. 

§ 612.2110 District retirement plans. 

The district boards and the bank boards shall provide retirement benefits for their employees who are not under the Civil Service Retirement Act. Any such retirement plans, including thrift or savings plans, and any amendments thereto, shall be submitted for the prior approval of the Farm Credit Administration. The banks shall secure approval of the plan by the Internal Revenue Service. 

§ 612.2120 Summary of requirements for Farm Credit Administration review and approval. 

(a) Requirements for review. The following shall be submitted to the Farm Credit Administration for review: 

(1) District human resources management policies and amendments (612.2020). 

(2) Copies of all personnel actions on bank senior officers (612.2080(c)). 

(b) Requirements for prior approval. The following shall be submitted to the Farm Credit Administration for prior approval: 

(1) Salary ranges for bank senior officers (612.2080(a)). 

(2) Establishment or change of salary of bank chief executive officer (612.2080(b)). 

(3) All compensation plans other than wages or benefits programs and amendments thereto (612.2090). 

(4) Retirement and thrift plans and amendments thereto (612.2110). 

(c) Periodic reports. 

The Farm Credit Administration may periodically require such reports as may be needed to discharge its supervisory responsibility. 

Subpart B - Standards of Conduct for Directors, Officers and Employees 

§ 612.2130 Director, officer, and employee responsibilities and conduct. 

The maintenance of high standards of industry, honesty, integrity, impartiality, and conduct by directors, officers, and employees of all institutions and organizations in the Farm Credit System is essential to insure the proper performance of System business and continued public confidence in the System and all its entities. The avoidance of misconduct and conflicts of interest, either real or apparent, by all personnel is indispensable to the maintenance of these standards. All personnel shall observe both the letter and the intent of the laws, regulations, instructions, and procedures applicable to them and to entities in the System, whether issued by the Farm Credit Administration or by the entities themselves. Such written criteria, however, cannot alone provide for maximum accomplishments of the aims of the Farm Credit law. Such accomplishment must rely, in addition, on positive effort and the exercise of ingenuity and good judgment by all who have a part in carrying out the authorized Farm Credit programs. District Boards shall adopt rules and guidelines of conduct for directors and employees, which shall implement these regulations and may include other guidelines, and secure compliance therewith. District Board guidelines and instructions shall be made available to each employee, each district and association director, and each nominating committee. 

§ 612.2140 District and association directors. 

The democratically controlled, borrower-owned structure of the Farm Credit System makes it essential that each member of the boards of directors of the institutions of the System, as well as the officers and employees, be aware of potential conflicts of interest. Each director shall: 

(a) Refrain from divulging or using for his personal benefit information acquired as a director, except in the performance of his official duties. 

(b) Abstain from participating directly or indirectly in the deliberations on any question affecting his personal interests or those of his family or of any corporation or other business organization in which he has an interest. 

(c) Avoid any action toward or the appearance of obtaining special advantage or favoritism in dealing with borrowers from any of the institutions of the System, or with officers or employees thereof, particularly in relation to real or personal property which any such institution owns or in which it claims a lien or other interest, and 

(d) Consider the potential conflict of interest arising from his employment by, or directorship of, other lending institutions and his ability to impartially and objectively perform his duties and responsibilities as a director of the Farm Credit institutions. 

§ 612.2150 Soliciting support in polls for association, district, or Federal Farm Credit Board membership. 

(a) No salaried officer or employee of a bank or association shall take any part, directly or indirectly, in the designation of nominees for the Federal Farm Credit Board, or in the nomination or election of members of a district Farm Credit Board, or association board, or make any statement, either orally or in writing, which may be construed as intending to influence any vote in such designations, nominations, or elections, except that a statement by such officer or employee of biographical and other data and matters relating to a candidate shall not be so construed if it is made at the request of and to the board of directors of the employing institution, or is made to the nominating committee as directed by the board of directors of an association in connection with the selection of nominees for an association election. Action shall immediately be taken, for suspension or dismissal in accordance with applicable procedures, against any such officer or employee who violates the provisions of this section. 

(b) No bank or association property, transportation, communications and official stationery shall be used in the interest of any candidate, unless the same facilities and resources are simultaneously made known to and are available for use by all candidates. 

(c) No director, officer, or employee shall, for the purpose of furthering the interests of any candidate, furnish or make use of Farm Credit System records which would not be available to all candidates. 

§ 612.2160 Reports and recommendations on proposed or pending Federal legislation. 

Any contacts on behalf of the bank or association or its board with the Office of Management and Budget with reference to proposed or pending legislation affecting the Farm Credit System shall be made through the Farm Credit Administration. 

§ 612.2170 Political activity. 

(a) No salaried officer, employee, or agent of a Farm Credit institution shall hold a public office or be a candidate for such office unless the bank by which he is employed or which supervises his employer has, after investigation and consideration of all facts involved, determined in writing that such candidacy or holding of public office would not bring justified criticism on the grounds of political activities or partialities or in any other manner adversely affect the best interests of the borrowers or the operations and public image of the System or any institutions thereof. All determinations made hereunder shall be reported to the board of directors of the bank concerned. 

(b) No salaried employee shall take an active part or issue public statements relating to the nomination or candidacy of any person or participate in partisan political campaigns for national or statewide elective office, in any way that would implicate by support, endorsement or otherwise, his connection with the Farm Credit institution by which he is employed. This statement shall not be construed to prohibit an employee from expressing his personal opinion on political affairs or candidates or making voluntary campaign contributions. 

§ 612.2180 Devotion of time to official duties. 

Salaried officers, employees, and agents of Farm Credit institutions are required to devote the full business time for which they are employed to the effective accomplishment of the duties assigned them by the institutions in which they are employed. They are also expected to refrain from accepting employment or compensation for activities, even for services rendered outside the business hours for which they are employed, which might embarrass the Farm Credit institution or the Farm Credit Administration or reflect adversely upon their ability to take an unbiased and impartial view of its operations. 

§ 612.2190 Nepotism. 

(a) To emphasize and assist the merit system of appointments and promotions of salaried officers and employees of the institutions of the Farm Credit System, the following restrictions shall be observed: 

(1) A relative of a director of a Farm Credit institution shall not serve as a salaried officer or employee of that institution. 

(2) A relative of a director of a Farm Credit bank shall not serve as chief executive officer of an association supervised by that bank. 

(3) A person shall not serve as a salaried officer or employee of a Farm Credit institution in any position which is directly or indirectly supervised by a relative except that this restriction shall not apply when the salaried officer or employee of an association is other than a chief executive officer and the relationship is with a director, an officer, or an employe of the supervising bank. 

(4) Notwithstanding the other provisions of this subsection (a), a person may serve as a salaried officer or employee in a position directly or indirectly supervised by a relative for a period in any calendar year not exceeding a total of 75 workdays provided that positive documented efforts have been made to recruit a qualified nonrelative for the position. 

(b) The term "relative" as used in this section means parent, son, daughter, sibling, stepparent, stepson, stepdaughter, stepbrother, stepsister, half brother, half sister, uncle, aunt, first cousin, nephew, niece, spouse, parent-in-law, son-in-law, daughter-in-law, brother-in-law, sister-in-law, grandparent, grandson, granddaughter, and any person having a similar relationship by marriage. 

(c) Any person engaged by a Farm Credit institution to provide professional services for a fee or other compensation is considered to be within the term "salaried officer or employee" for the purpose of this section. 

(d) The provisions of this section shall not preclude any persons involved in a nepotistic relationship allowable under previous regulations from continuing to serve in a position occupied by him or her on the effective date of this regulation. 

(e) To prevent the creation of relationships prohibited under this regulation, the following actions shall be taken: 

(1) Each bank shall establish the mechanism by which a nominee for a director position is informed of the provisions of this section. Specifically, a nominee whose election would create a prohibited relationship must be fully aware of the consequences of his or her election. 

(2) Prior to the employment or promotion of a person, the institution shall determine whether a prohibited relationship would be created by the action. 

(3) Stockholders shall be notified prior to any election of those nominees whose election would create a prohibited relationship. 

§ 612.2200 Reporting violations. 

In any instance of violation or prospective violation of § 612.2190, it is the responsibility of the related individuals to notify the employing entity's chief executive officer regarding the situation immediately upon becoming aware of it. It is the responsibility of any such officer or manager who becomes aware of such a situation, by this or any other means, to take prompt corrective action, or, if it is beyond his power or ability to do so, to request instructions from the supervising bank or the Farm Credit Administration, as appropriate. 

§ 612.2210 Prohibited acts for salaried employees. 

A salaried officer, employee, or agent of any institution of the Farm Credit System: 

(a) Shall not participate, directly or indirectly, in the deliberation upon, or the determination of, any question affecting his personal interests, those of any person related to him by blood, marriage, or adoption, or those of any partnership, association, or any business organization in which he is directly or indirectly interested. An act shall not be deemed enjoined by this paragraph (a) if the employing institution determines that the degree of interest or relationship in question is not substantial but so trivial as to create little probability that the officer's, employee's, or agent's impartiality or judgment and action has been affected, and such determination has been reported to the board of directors of the employing institution. Such report shall be reflected in the minutes of the board meeting; 

(b) Shall not use for his own personal benefit or that of another or, except in the performance of his official duties, divulge to another person any fact or information acquired, directly or indirectly, by virtue of his employment which is not generally available to the public; 

(c)(1) Shall not solicit or accept, directly or indirectly, any "benefit" (i.e., salary, fee, commission, honorarium, gift, or favor): 

(i) From any "borrower" (i.e., a debtor, loan applicant, or representative) of the Farm Credit institution which is his employer; 

(ii) From any borrower of a Farm Credit institution supervised by his employer; 

(iii) From any borrower of a Farm Credit institution which supervises his employer; 

(iv) From any person who purchases real or personal property from a borrower; 

(v) From any person who sells real or personal property to a borrower; or 

(vi) From any person transacting business with his employer. 

(2) An officer, employee, or agent may enter into the following transactions for a benefit with a person (as identified in paragraph (c)(1) of this section) if such transactions are arranged in good faith as a result of arm's-length negotiations and the fair market value of services, supplies, or products involved in any single transaction, or any series of transactions with the same person, during one calendar year does not exceed a total of $1,000: 

(i) For services to be performed on a farm owned or rented by him or on other property in which he has an interest; 

(ii) For the purchase of farm supplies and products to be used on a farm owned or rented by him; 

(iii) For the sale of farm supplies and products on a farm owned or rented by him; or 

(iv) For the rental of real property by or to him; Provided, that for any single transaction, or any series of transactions with the same person, during one calendar year the total of which exceeds $1,000, prior written authorization of the board of directors of his employer shall be obtained. When such authorization is given, the action of the board of directors shall be reported to the bank officer designated pursuant to § 612.2230. 

(3) The board of directors of the supervising bank may, in lieu of the provisions of paragraph (c)(2) of this section, prescribe a policy addressed to the transactions identified therein and submit it for approval of the Farm Credit Administration, and establish guidelines applicable to officers, employees, and agents of the bank and of associations under its supervision, which shall assure that the types and values of permitted transactions do not have a reasonable potential for conflicts of interest. 

(4) An officer, employee, or agent may: 

(i) Accept food and refreshments of nominal value on infrequent occasions in the ordinary course of a luncheon or dinner meeting or other meeting where such officer, employee, or agent is in attendance; 

(ii) Accept unsolicited advertising or promotional material such as pens, pencils, note pads, calendars, and other items of nominal value; or 

(iii) Accept any benefit otherwise enjoined by this paragraph (c) if the circumstances make clear that the motivating factor for the extension of such benefit is not based on the official responsibilities of such officer, employee, or agent or of the institution by which he is employed and, in any way, connected with any business activity he is engaged in, other than an activity referred to in paragraph (c)(1), and with any business of the other person or organization concerned, and that the offer of such benefit has been reported to and its acceptance has received the prior written authorization of the board of directors of the employing institution and, if an association officer, employee, or agent is involved, by the board of directors of the supervising bank. The action of the board shall be reflected in the minutes of the board meeting and brought to the attention of the bank officer designated pursuant to § 612.2230(c). 

(d) Shall not acquire, directly or indirectly (including acquisition by membership in syndicates, but not by will or inheritance): 

(1) Any lands or interests therein, including mineral interests, which are owned by any Farm Credit institution or which were thus owned at any time within the preceding 12 months, 

(2) Any mineral interests in lands which are mortgaged to any Farm Credit institution or which were thus mortgaged at any time within the preceding 12 months, but this shall not prohibit the acquisition of mineral interests incidentally with surface interests, or which were severed prior to the preceding 12 months from lands currently mortgaged to the institution and are owned by a person who has no interest in such lands, or 

(3) Any interests in lands (including mineral interests being acquired incidentally with surface interests) which are mortgaged to any Farm Credit institution or which were thus mortgaged at any time within the preceding 12 months, without obtaining the specific prior approval of such institution's board of directors, such action shall be reported in the minutes of the board meeting. 

As used in this paragraph (d), "mineral interests" means any interest in minerals, oil, or gas, including but not limited to, any right derived, directly or indirectly, from a mineral, oil, or gas lease, deed, or royalty conveyance. 

(e) Shall not participate, directly or indirectly, in any transaction concerning the purchase or sale of corporate stocks or bonds, commodities, or other property for speculative purposes if such action might tend to interfere with the proper and impartial performance of his duties or bring discredit upon any Farm Credit institution. Employees are not prohibited by this paragraph from making bona fide investments. When an employee is uncertain as to whether a contemplated transaction would constitute a violation of this paragraph, he should seek the advice, in accordance with procedures adopted by the district bank, of the officer designated pursuant to § 612.2230(c). 

(f) Shall not have a business relation, directly or indirectly: 

(1) With a "borrower" (i.e., a debtor, loan applicant, or representative) of the Farm Credit institution which is his employer; 

(2) With a borrower of a Farm Credit institution supervised by his employer; 

(3) With a borrower of a Farm Credit institution which supervises his employer; 

(4) With a person who purchases real or personal property from any borrowers; 

(5) With a person who sells real or personal property to any borrowers; or 

(6) With a person transacting business with his employer; except in an official capacity as officer, employee, or agent of a Farm Credit institution, unless the board of directors of the employing institution, in carrying out the intention of this § 612.2210 has made a prior determination in writing that such business relation reasonably cannot be viewed as a means to influence a decision in which a Farm Credit institution has an interest. If the employing institution is an association, such determination shall be reported to and concurred in by the supervising bank. The action of the board shall be reflected in the minutes of the board meeting and brought to the attention of the bank officer designated pursuant to § 612.2230(c). Examples of such business relation include the purchase or sale of personal or real property, sale or placement of insurance, sales-barn activities, and auctioneering, appraisal, and other professional services but do not include the transactions described in paragraph (c)(2) and (4)(iii) or transactions involving nonfarm goods purchased to meet family needs for food, clothing, and household furnishings and equipment from usual commercial sources at prices available to the public in general, or involving medical or dental services. 

(g) Shall not purchase or acquire, directly or indirectly while he serves on a finance committee or subcommittee, except by will or inheritance, any interest in any obligations of the bank or banks for which he participated in establishing rates. 

(h) Shall not also serve as an officer or director of an organization that transacts business with a Farm Credit institution, or of a financial institution unless the board of directors of the bank by which he is employed or which supervises his employer has determined that the involvement by such financial institution in the type of lending engaged in by the bank or his employer is so trivial as to create little probability of any significant impact upon the bank's or his employer's business, and he has agreed in writing not to participate on the financial institution's loan committee or in the deliberation upon, or determination of, any question coming before the financial institution's board which has more than nominal significance to the bank or his employer. Such action shall be reported in the minutes of the board meeting. 

(i) The provisions of §§ 612.2130 and 612.2140, and not his § 612.2210 apply to directors of Farm Credit banks and associations. 

§ 612.2220 Legal provision cited. 

In the above connection, particular attention is directed to the following provisions of law containing the Federal penal provisions which relate particularly to officers and employees of the institutions under the supervision of the Farm Credit Administration: Sections 212, 213, 215, 216, 371, 493, 657, 658, 1006, 1011, 1013, 1014, 1907 and 1909 of title 18, United States Code. 

§ 612.2230 Prohibited acts procedures. 

Under a policy of its board applicable to the acts prohibited by § 612.2210 each district bank shall adopt procedures which will assure that: 

(a) The provisions of § 612.2210 are brought to the attention from time to time of all officers, employees and agents of Farm Credit institutions and directors of associations in the district; 

(b) All cases arising under § 612.2210 involving officers, employees, or agents of the bank, or of associations under its supervision, are brought to the attention of the bank's board; 

(c) An officer of the bank is designated (1) to receive reports of all cases arising under § 612.2210 involving officers, employees, or agents of the bank and of associations under its supervision, (2) to report promptly in writing to the Deputy Governor, Office of Supervision, cases arising under paragraphs (a) through (g) thereof, (3) to record actions taken to resolve every case involving § 612.2210, and (4) to submit a semiannual report in writing of such actions to the Deputy Governor, Office of Supervision. 

§ 612.2240 Gifts or favors from subordinates. 

No salaried officer or employee of any Farm Credit institution shall at any time solicit contributions from other employees for a gift or present to anyone in a superior position, nor shall any such superior receive any gift or present offered or presented to him as a contribution from employees receiving a less salary than himself, nor shall any such officer or employee make any donation as a gift or present to any official superior; provided, however, that this section shall not apply to gifts of a nominal value traditionally exchanged among business associates as part of acceptable social amenities. 

§ 612.2250 Borrowing from subordinates. 

No salaried officer or employee shall borrow from or obtain endorsement of a note or other obligation from any subordinate employee. 

§ 612.2260 Improper use of official property. 

No director, officer, or employee shall use the space, personal property, communication, transportation, or other facility of a Farm Credit institution for activities or business in his personal interest or the personal interest of another, except under lease, contract, concession, or authorization in writing, pursuant to agreements and negotiations fairly arrived at and evidenced in writing, setting forth the terms and conditions of such use. Official stationery shall not be used for personal communication or for communications on controversial public matters expressing opinions which do not represent the official views of those having a responsibility for expression of official views of the institution. 

§ 612.2270 Evasions and circumventions of rules of conduct. 

No officer or employee shall use any scheme or device to avoid compliance with any of the rules or guidelines established under §§ 612.2130 through 612.2260 or avoid compliance with the intent of those rules through the use of subterfuge, evasions, or circumventions. Examples of acts of subterfuge or circumventions include (a) obtaining a loan or assisting another borrower to obtain a loan from a Farm Credit institution knowing that the proceeds thereof are planned to be used to provide financing for a person who is ineligible for such a loan, (b) inducing or assisting another person to obtain a loan from any institution of the System, the proceeds of which are planned to be used for the employee's benefit or for the benefit of any legal entity in which the employee has a director or indirect personal interest. 

§ 612.2280 Official loans. 

Officers and employees as well as directors may receive bona fide loans to the extent that they are eligible for such loans and in strict compliance with policies and regulations governing such loans. 

§ 612.2290 Report by personnel. 

The director, officer, or employee involved or interested in any transaction to which §§ 612.2140 and 612.2210 are applicable shall report in writing to the appropriate officer of the interested bank or association and disclose his interest and status in the matter unless, in the case of a loan application, the application itself discloses such information. The interested bank or association is the one that is a party to the transaction and not the employing bank or association or the one on whose board the director serves, unless they happen to be the same. 

§ 612.2300 Prohibited acts enforcement. 

(a) The Office of Examination shall investigate any case involving an act prohibited by paragraphs (a) through (g) of § 612.2210 if it determines that such action is necessary or advisable. A copy of the investigation report shall be submitted to the president of the district bank concerned and to the officer designated as provided in § 612.2230(c). 

(b) The bank shall, with regard to any prohibited act evidenced by the investigation report, take prompt action in a manner that will assure the integrity of the Farm Credit institution concerned and the confidence of the public in it. 

(c) The board of directors of the bank shall, with regard to a case arising under paragraph (h) of § 612.2210 take prompt action to assure compliance therewith. 

§ 612.2310 Reports of transactions with directors, officers, or employees. 

The associations shall report transactions to which §§ 612.2140, 612.2210, 612.2270, and 612.2290 apply fully in writing to the officer of the supervising bank designated pursuant to § 612.2230(c). 

§ 612.2320 Other reports to the Farm Credit Administration. 

A report of any violation or possible violation of a regulation in this Subpart B shall be included in the loan transaction submission of any loan requiring the prior approval, advice or counsel of the Deputy Governor, Office of Supervision. Such report shall be made even though the report required by § 612.2230 is filed. The bank shall assure that all directors, officers and employees shall be advised of the circumstances requiring reports under this section. 

§ 612.2330 Fidelity bonds required. 

Provision shall be made by the banks for insurance coverage against losses by all banks and association employees through the continuation of present coverage. Bankers Blanket Bond, Standard Form No. 10, or substitute, may be used. The Act does not require a faithful performance provision in the bond coverage. The district boards shall determine that bond coverage is in an amount that will adequately protect the banks and associations, taking into consideration the increased dollar amount of assets and lending activity of these institutions. 

(Secs. 5.9, 5.12, 5.18, Pub. L. 92-181, 85 Stat. 619, 620, 621 (12 U.S.C. 2243, 2246, 2252)) 

Carl T. Fredrickson, 

Acting Governor. 

Robert A. Mclean 

Attorney/Advisor. 
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