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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, publishes for comment proposed amendments to its regulation concerning standards of conduct for directors, officers, and employees of Farm Credit System institutions. These amendments revise and clarify the existing regulations. Existing provisions have been reorganized and consolidated to facilitate understanding by affected parties. Certain prohibitions in existing regulations have been eliminated or revised in recognition of the changing operational circumstances of Farm Credit System institutions. Other areas of concern have been revised to provide Farm Credit banks and service organizations with greater flexibility and responsibility for monitoring employee activities and determining appropriate standards of employee conduct. This decentralization is intended to promote greater efficiency and to ensure that each institution will promote the highest standards of conduct for its directors, officers, and employees. 

DATE: Written comments must be received on or before February 14, 1983. 

ADDRESSES: Comments or suggestions should be submitted in writing to Donald E. Wilkinson, Governor, Farm Credit Administration, Washington, DC 20578. Copies of all correspondence received will be available for inspection by interested persons in the Office of Director, Congressional and Public Affairs Division, Office of Administration, Farm Credit Administration. 

FOR FURTHER INFORMATION CONTACT: Larry H. Bacon, Deputy Governor, Office of Administration, 490 L'Enfant Plaza, SW., Washington, DC 20578. (202-755-2181) 

TEXT: 
SUPPLEMENTARY INFORMATION: For purposes of this proposed rule, certain terms are designated as follows: Farm Credit Administration (FCA); Federal Farm Credit Board (Federal Board); Farm Credit System (System); farm Credit Act of 1971, as amended, 12 U.S.C. 2001, et seq., (Act). 

List of Subject in 12 CFR Part 612 

Agriculture, Banks, Banking, Conflict of Interest. 

For the convenience of the reader, a redesignation table showing the former sections of Part 612, Subpart B, and the new sections is shown below. 

Part 612 -- Personnel Administration 

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

Section Title Previous section 
 
612.2130 Definitions New.  
612.2135 Director and employee responsibilities and conduct 612.2130.  
612.2140 Directors -- prohibited conduct -- disclosure 612.2240 and 612.2290.  
612.2150 Employees -- prohibited acts 612.2210 and 612.2250.  
612.2160 Bank and service organization policies and procedures New.  
612.2170 Reports -- Designated officer 612.2230.  
612.2180 Enforcement 612.2300.  
612.2190 Devotion of time to official duties 612.2180.  
612.2200 Soliciting support in election polls for association, district, service, organization, or Federal Farm Credit Board membership 612.2150.  
612.2220 Political activity (number change only) 612.2170.  
612.2230 Nepotism 612.2190 and 612.2200.  
612.2240 Gifts or favors from subordinates or borrowers Same.  
612.2250 Improper use of official property 612.2260.  
612.2260 Standards of conduct for agents New.  
612.2270 Prohibited purchase of System obligations New.  

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

PART 612 -- PERSONNEL ADMINISTRATION 

* * * * * 

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

Sec. 

612.2130 Definitions. 

612.2135 Director and employee responsibilities and conduct generally. 

612.2140 Directors -- prohibited conduct -- disclosure. 

612.2150 Employees -- prohibited acts. 

612.2160 Bank and service organization policies and procedures. 

612.2170 Reports -- designated officer. 

612.2180 Enforcement. 

612.2190 Devotion of time to official duties. 

612.2200 Soliciting support in election polls for association, district, service, organization, or Federal Farm Credit Board membership. 

612.2220 Political activity. 

612.2230 Nepotism. 

612.2240 Gifts or favors. 

612.2250 Improper use of official property. 

612.2260 Standards of conduct for agents. 

612.2270 Prohibited purchase of System obligations. 

Authority: Sec. 5.9, 5.12, 5.18, Pub. L. 92-181, 85 Stat. 619, 620, 621 (12 U.S.C. 2243, 2246, and 2252. 

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

§ 612.2130 Definitions. 

For purposes of this subpart, the following terms are defined: 

(a) "Agent" means any person, other than a director or employee, who represents the System institution in contacts with third parties or who provides professional services to a system institution, such as legal, accounting, appraisal consulting, and other similar services. 

(b) The term "board of directors" applies, within the appropriate context, to the governing body of each System institution. 

(c) "Business relationship" or "transacts business" means the relationship of an individual (or an entity controlled by the individual) with another person which involves: the purchase, sale, lease, ownership, or management of real or personal property; services as a real estate agent or broker; the sale or placement of insurance; sales barn activities; appraisal services; the borrowing or lending of money or other things of value; providing or receiving financial, professional, or other services; and any other similar transaction. The term does not include relationships associated with personal, family, or household matters. 

(d) A "conflict of interest" exists when a person has an interest in a transaction, relationship, or activity which: 

(1) Actually or potentially affects the person's ability or perceived ability to perform official duties and responsibilities in a totally impartial manner and in the best interest of the employing institution, or 

(2) Results in such person being unable to devote required time to official duties. 

(e) "Controlled entity" and "entity controlled by" mean an entity in which the individual, directly or indirectly, or acting through or in concert with one or more persons: 

(1) Owns 5 percent or more of the equity; 

(2) Owns, controls, or has the power to vote 5 percent or more of any class of voting securities; or 

(3) Has the power to exercise a controlling influence over the management or policies of such entity. 

(f) "Director" means a member of a board of directors. 

(g) "Employee" means any salaried officer or part-time, full-time, or temporary salaried employee and, for purposes of section 612.2230 regarding nepotism, includes agents. 

(h) "Entity" means a corporation, company, association, firm, joint venture, partnership (general or limited), society, joint stock company, trust (business or otherwise), fund, or other organization or institution, except System institutions. 

(i) "Family" means parents, spouse, son, daughter, sibling, stepparents, stepson, stepdaughter, stepbrother, stepsister, half brother, half sister, uncle, aunt, nephew, niece, grandparents, grandson, granddaughter, and each person having any such relationship by marriage. 

(j) "Interested" bank, service organization, association or institution means, within the appropriate context, the bank, service organization, association, or institution or whose board a director serves or for whom an employee works. 

(k) "Mineral interest" 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. 

(l) "OFI" means other financing institutions which have established an access relationship with a Federal intermediate credit bank under section 2.3(a)(2) of the Act. 

(m) "Officer" means the salaried president, vice president, secretary, treasurer, and general counsel of each System institution, and any person not so designated who holds a similar position of authority. 

(n) "Person" means individual or entity. 

(o) "Relative" means any member of the family. 

(p) "Service organization" means the Fiscal Agency, each service corporation authorized by section 4.25 of the Act, and each unincorporated service organization formed pursuant to agreements authorized by section 5.6(a) of the Act. 

(q) "Supervised institution" is a term which only applies within the context of a System bank or an employee of a System bank and refers to each association supervised by that bank. 

(r) "Supervising institution" is a term which only applies within the context of an association or an employee of an association and refers to the bank which supervises that association. 

(s) "System institution" and "institution" mean any bank, association, or service organization in the Farm Credit System, including the Federal land banks, Federal intermediate credit banks, banks for cooperatives, Central Bank for Cooperatives, Federal land bank associations, production credit associations, and the Fiscal Agency and other service organizations. 

§ 612.2135 Director and employee responsibilities and conduct -- generally. 

(a) The maintenance of high standards of industry, honesty, integrity, impartiality, and conduct by directors and employees of all System institutions is essential to ensure the proper performance of System business and continued public confidence in the System and each of its institutions. The avoidance of misconduct and conflicts of interest, real or apparent, is indispensable to the maintenance of these standards. 

(b) To achieve these high standards of conduct, directors and employees shall observe, to the best of their abilities, the letter and intent of all applicable laws, regulations, rules, policy statements, instructions, and procedures of the Farm Credit Administration and System institutions and shall exercise diligence and good judgment in carrying out their duties, obligations, and responsibilities. 

§ 612.2140 Directors -- prohibited conduct -- disclosure. 

(a) To avoid conflicts of interest, a director shall not: 

(1) Divulge or use for personal benefit information acquired as a director. 

(2) Participate, directly or indirectly, in deliberations on any question affecting, directly or indirectly, the interest of the director, a relative of the director, or any entity controlled by the director. 

(3) Obtain or attempt to obtain special advantage or favoritism in dealing with directors, employees, borrowers of System institutions, or other persons doing business with System institutions, particularly in relation to matters involving any real or personal property in which the director or an entity controlled by the director or any such System institution or person has an interest. 

(b) Any director who is or plans to become involved in any relationship, transaction, or activity which is or may be prohibited by paragraph (a) of this section shall promptly disclose such involvement in writing. 

(c) Any director who has a financial interest in or is a member of the board of directors of any entity engaged in a commercial enterprise shall disclose such interest or membership in writing. 

(d) Disclosures required by paragraphs (b) and (c) of this section shall be made in accordance with § 612.2170. 

§ 612.2170 Employees -- prohibited acts. 

(a) Employees of System institutions shall conduct their official duties in a prudent and professional manner and avoid conflicts of interest with directors, employees, and borrowers or other persons who do business with the institution. These employees shall not engage in activities which might impair their judgment or objectivity or bring discredit upon themselves or the System. Paragraph (b) of this section sets forth those activities, transactions, and relationships which employees are prohibited from entering into or engaging in. Paragraph (c) of this section sets forth additional activities, transactions, and relationships which are prohibited, except to the extent they are permitted pursuant to policies and guidelines issued by the employing institution or supervisory bank, and approved by the Farm Credit Administration pursuant to section 612.2160. 

(b) An employee of a System institution: 

(1) Shall not participate, directly or indirectly, in the deliberation upon, or the determination of, any matter affecting the interests of the employee, any relative of the employee, or any entity controlled by the employee. 

(2) Shall not divulge or make use of, except in the performance of official duties, any fact, information, or document not generally available to the public which is acquired by virtue of employment with a System institution. 

(3) Shall not acquire, directly or indirectly, except by inheritance, any interest in any real or personal property, including mineral interests, which was owned by the System institution, within the preceding 12 months, and which had been acquired by such institution as a result of foreclosure or similar action. 

(4) Shall not speculate in or purchase futures contracts involving agricultural commodities which are financed by any institution within the district. Normal hedging operations and forward contracting to cover agricultural commodities produced or owned by the employee are not prohibited. 

(5) Shall not, directly or indirectly, borrow from, lend to, or become financially obligated with or on behalf of a director or employee of the employing, supervising, or supervised institution or a borrower or loan applicant of the employing institution. This paragraph shall not apply to transactions between family members and relations with OFIs. Relations with OFIs are prohibited by paragraph (c) of this section, except to the extent permitted by policies and procedures of the employing bank or institution, or supervising bank. 

(6) Shall not serve as an officer or director of an entity that transacts business with a System institution in the district or of any financial institution, except employee credit unions. For the purposes of this paragraph, "transacts business" does not include loans by a System institution to a family-owned entity. Those persons approved to serve in such capacity on the effective date of this regulation may continue to serve until their term expires or until 1 year after the effective date of this regulation, whichever occurs first. 

(7) Shall not use the employee's position or information acquired as a result of the employee's position to solicit or obtain any fee or gratuity. 

(8) Shall not accept any fee or gratuity from any person with reason to believe that such fee or gratuity was given for the purpose of influencing official action or obtaining information which the employee has access to by reason of employment with a System institution. 

(9) Shall not act as a real estate agent or broker. 

(10) Shall not act as an agent or broker in connection with the sale and placement of insurance; provided that this paragraph shall not apply to the sale or placement of insurance authorized by section 4.29 of the Act. 

(c) Except to the extent permitted under bank or service organization policies and procedures which have been approved by the Farm Credit Administration pursuant to § 612.2160, an employee of a System institution: 

(1) Shall not have a business relationship, directly or indirectly, except in an official capacity, with: 

(i) Any borrower or loan applicant of the employing or supervising institution or any supervised institution. 

(ii) Any person who transacts business with any borrower or loan applicant of the employing or supervising institution or any supervised institution. 

(iii) Any person who transacts business with the employing or supervising institution or any supervised institution. 

(iv) Directors or employees of the employing or supervising institution or any supervised institution. 

(v) An OFI which has an access or participation relationship with the employing, supervising, or a supervised institution. 

(2) Shall not borrow from the employing, supervising, or a supervised institution. 

(3) Shall not acquire, directly or indirectly, except by inheritance, any interest in any real or personal property, including mineral interests, which are mortgaged to any System institution or were thus mortgaged at any time within the preceding 12 months. 

(4) Shall not purchase, directly or indirectly, any real or personal property of a System institution acquired by such institution for its operations. 

(d) Any employee who is or plans to become involved in any relationship, transaction, or activity which is or may be prohibited by this section shall disclose such involvement in writing in accordance with §§ 612.2170. 

§ 612.2160 Bank and service organization policies and procedures. 

(a) Each district board, the board of the Central Bank for Cooperatives, and the governing body of each service organization shall adopt and issue policies and guidelines implementing this subpart. Such policies and guidelines may permit employees of the bank, service organization, or supervised associations to enter into business relationships involving activities identified in § 612.2150(c). No such policy or guidelines may permit activities prohibited under section 612.2150(b). The policies and guidelines shall reflect due consideration of any adverse effect the proposed activities may have on the System, and the potential that the activities could affect the impartial judgment of employees, or detract from their performance of official duties. Each bank and service organization shall develop procedures implementing board policies and shall submit the policies, guidelines, and procedures to the Farm Credit Administration for approval. 

(b) Bank and service organization policies, guidelines, and procedures shall include at a minimum: 

(1) The criteria under which business relationships may be approved. 

(2) The relationships involving association employees which may be approved by the association board of directors without the prior approval of the supervising bank. 

(3) The criteria (in addition to the approval requirements contained in § 614.4460) under which employees may receive loans from System institutions. 

(4) The documentation required to support the decision of an institution. 

(5) The appeal procedures available to any employee to whom approval has been denied. 

(c) Each bank and service organization shall ensure that all directors and employees of the institution and each supervised association are adequately informed of the provisions and requirements of this subpart. 

§ 612.2170 Reports -- designated officer. 

(a) Each bank and service organization shall designate an officer who shall: 

(1) Receive reports required by this subpart; 

(2) Record actions taken to resolve each case reported; 

(3) Report promptly to the board and Farm Credit Administration all cases where an investigation by the institution results in the dismissal of a director or employee; 

(4) Report promptly to the board and Farm Credit Administration all cases where violations may have an adverse impact on continued public confidence in the System or any of its institutions; 

(b) Any director or employee of the institution or supervised association who is involved or interested in any activity, transaction, or relationship to which this subpart or any policy issued under this subpart is applicable shall promptly make a written disclosure of such interest. 

(1) Reports by directors shall be submitted to the board on which the director serves and to the officer designated under paragraph (a) of this section through the institution's chief executive officer. 

(2) Reports by bank and service organization employees shall be submitted to the officer designated under paragraph (a) of this section through the chief executive officer. 

(3) Reports by association employees shall be submitted to the respective board of directors through the association's chief executive officer and then to the officer designated under paragraph (a) of this section with the board's recommended action. 

§ 612.2180 Enforcement. 

(a) Each bank and service organization is responsible for ensuring compliance with this subpart by its directors and employees and the directors and employees of supervised associations, and shall investigate: 

(1) All cases involving possible violations of § 612.2140 and 612.2150, and applicable policies and guidelines approved under § 612.2160. 

(2) All complaints received against the directors and employees of such institution, and of each supervised association. 

(3) Other conflict-of-interest provisions of this subpart when the activities or suspected activities are of a sensitive nature and could impact on continued public confidence in the Farm Credit System. 

(b) The bank or service organization shall promptly notify the Farm Credit Administration of those cases which, after a preliminary investigation by them, indicate that a Federal criminal statute may have been violated (see § 617.7110). 

(c) Each bank shall ensure that the associations under its supervision have complied with bank policy and procedure relating to conflicts of interest that have been delegated to such associations. 

(d) Each institution shall, with regard to conduct involving conflict of interest of its directors and employees and the directors and employees of supervised associations, take prompt action in a manner that will preserve the integrity of and the public confidence in the System and the institutions concerned. 

(e) The Farm Credit Administration may, as it deems appropriate, investigate any case arising under this subpart and other activities involving possible violations of Farm Credit Administration rules and regulations. 

§ 612.2190 Devotion of time to official duties. 

(a) Employees of a System institution are required to devote the full business time for which they are employed to the effective accomplishment of the duties assigned them by such institution. They shall not accept outside employment or compensation or engage in any other activities that could require the use of time that should be devoted to official duties or that might embarrass the System institution or the Farm Credit Administration or reflect adversely upon their ability, or adversely upon their ability, or perceived ability, to perform their official duties and responsibilities in a totally impartial manner. 

(b) Each district shall establish policies and procedures for insuring compliance with this section by all employees on a districtwide basis. 

§ 612.2200 Soliciting support in election polls for association, district, service organization, or Federal Farm Credit Board membership. 

(a) No employee of a System institution shall take any part, directly or indirectly, in the designation of nominees for the Federal Farm Credit Board, or the nomination or election of members of a district, association, or service organization board or make any statement, either orally or in writing, which may be construed as intended to influence any vote in such designations, nominations, or elections. This prohibition shall not apply to information provided by employees regarding biographical and other data and matters relating to a candidate when such information is provided pursuant to the district policies and procedures for nominations and elections. 

(b) No System institution property, facilities, or resources shall be used by any candidate for nomination or election or any other person for the benefit of any candidate for nomination or election, unless the same property, facilities, or resources are simultaneously know to and are available for use by all competing candidates. 

§ 612.2220 Political activity. 

(a) No salaried officer, employee, or agent of a System 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 System 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. 

(c) No director or employee shall, for the purpose of furthering the interests of any candidate for nomination or election, furnish or make use of System records that are not made available for use by all competing candidates. 

§ 612.2230 Nepotism. 

(a) To enable management to take an impartial and objective view of its operations and to avoid the appearance of giving special advantage or favoritism in the hiring or promotion of officers and employees of System institutions, the following restrictions shall be observed: 

(1) A relative of a director of a System bank or service organization shall not serve as an officer of that institution. 

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

(3) A relative of an association director shall not serve as an officer or branch manager of that association. 

(4) A person shall not serve as an officer or employee of a System institution in a position that is under the direct supervision of a relative, or where the relative by the position held in the institution or supervising institution has authority to take administrative or other action directly affecting such a person. 

(b) Notwithstanding the other provisions of this regulation, a person may serve as an officer or employee in a position directly or indirectly supervised by a relative for periods 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. 

(c) The provisions of this regulation shall not preclude any person involved in a nepotistic relationship allowable under previous regulations from continuing to serve in the position such person held on the effective date of this regulation. 

(d) Each System institution shall establish a mechanism by which each nominee for a position as a director is informed of the provisions of this regulation and the consequences that the election of such nominee will have on relatives. 

(e) Each System institution in which a person is required to relinquish the position held because of the election of a relative shall take all reasonable steps to secure an alternative position for such person and minimize the impact of this action. 

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

(g) Upon becoming aware of any violation or prospective violation, related individuals shall immediately notify the employing System institution's chief executive officer or manager. The chief executive officer or manager upon hearing of any violation or prospective violation by this or other means shall take prompt corrective action, or request instructions from the supervising bank or the Farm Credit Administration, as appropriate. 

§ 612.2240 Gifts or favors. 

(a) No director, employee, or agent of any System institution shall solicit, give, or receive any gift or present from or to any director, employee, or agent of the employing or supervising institution or any supervised institution. This subsection shall not apply to gifts of a nominal value traditionally exchanged as part of acceptable social amenities. 

(b) No director, employee, or agent of any Farm Credit institution shall at any time solicit or receive contributions from the institution's borrowers or loan applicants for a gift or present to any director, employee, or agent of a System institution. 

§ 612.2250 Improper use of official property. 

No director, employee, or agent of a System institution shall use the space, personal property, communication, transportation, or other facilities of a System institution for activities or business in such person's personal interest or the personal interest of another. This provision does not apply to the use of property, facilities, or resources pursuant to a lease or contract with the institution which is based on an agreement arrived at following arm's-length negotiations, and which is evidenced in a writing setting forth the terms and conditions of such use. Official stationery shall be used only in the conduct of official business of the institution, and shall not be used to express opinions which do not represent the official views of the institution. 

§ 612.2260 Standards of conduct for agents. 

(a) The maintenance of high standards of honesty, integrity, and impartiality by agents of System institutions is essential to ensure the proper performance of System business and continued public confidence in the System and all its institutions. The avoidance of misconduct and conflicts of interest, either real or apparent, by agents is indispensable to the maintenance of these standards. 

(b) Agents of System institutions shall not: 

(1) Divulge or use for the benefit of the agent or entity controlled by the agent information acquired as an agent. 

(2) Participate, directly or indirectly, in the deliberation by the institution on any question affecting, directly or indirectly, interest of the agent, the agent's family, or any entity controlled by the agent. 

(3) Obtain or appear to obtain special advantage or favoritism in dealing with directors, employees, or borrowers of System institutions, particularly in relation to matters involving any interest or lien in real or personal property owned or mortgaged by the System institution. 

(4) Borrow from, lend to, or become financially obligated with or on behalf of, directly or indirectly, a director or employee of the System institution. 

(5) 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 association or service organization board, or make any statement, either orally or in writing, which may be construed as intending to influence any vote in such designation, nominations, or elections. This prohibition shall not apply to information provided by agents regarding biographical and other data and matters relating to a candidate when such information is provided pursuant to the district policies and procedures for nominations and elections. 

(c) Districts shall adopt policies to ensure that: 

(1) Agents are in compliance with this section at the time of employment; 

(2) Agents are periodically informed of the provisions of this section; and 

(3) Corrective action is taken when agents are found to be in noncompliance with this section. 

§ 612.2270 Prohibited purchase of System obligations. 

(a) No president of a System bank may purchase or otherwise acquire, directly or indirectly, except by inheritance, any Systemwide or consolidated obligation of a System institution which was issued while such person was president; 

(b) No employee who serves as the representative or designee of a bank president on a System finance committee or subcommittee may purchase any Systemwide or consolidated obligation of a System institution which was issued during such period of service; 

(c) No employee of the Fiscal Agency may purchase or otherwise acquire, directly or indirectly, except by inheritance, any Systemwide or consolidated obligation of a System institution. 

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

Donald E. Wilkinson, 

Governor. 

[FR Doc. 82-33826 Filed 12-14-82; 8:45 am] 
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