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Institutions that become other financ-
ing institutions on termination must
comply with the applicable borrower
rights provisions in the Act and part
617 of this chapter.
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Subpart A—Standards of Conduct

§612.2130 Definitions.

For purposes of this part, the fol-
lowing terms are defined:

(a) Agent means any person, other
than a director or employee, who cur-
rently represents a System institution
in contacts with third parties or who
currently provides professional serv-
ices to a System institution, such as
legal, accounting, appraisal, and other
similar services.

(b) A conflict of interest or the appear-
ance thereof exists when a person has a
financial interest in a transaction, re-
lationship, or activity that actually af-
fects or has the appearance of affecting
the person’s ability to perform official
duties and responsibilities in a totally
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impartial manner and in the best inter-
est of the employing institution when
viewed from the perspective of a rea-
sonable person with knowledge of the
relevant facts.

(c) Controlled entity and entity con-
trolled 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 eq-
uity;

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

(3) Has the power to exercise a con-
trolling influence over the manage-
ment of policies of such entity.

(d) Employee means any salaried offi-
cer or part-time, full-time, or tem-
porary salaried employee.

(e) Entity means a corporation, com-
pany, association, firm, joint venture,
partnership (general or limited), soci-
ety, joint stock company, trust (busi-
ness or otherwise), fund, or other orga-
nization or institution.

(f) Family means an individual and
spouse and anyone having the fol-
lowing relationship to either: parents,

spouse, son, daughter, sibling, step-
parent, stepson, stepdaughter, step-
brother, stepsister, half brother, half
sister, uncle, aunt, nephew, niece,

grandparent, grandson, granddaughter,
and the spouses of the foregoing.

(g) Financial interest means an inter-
est in an activity, transaction, prop-
erty, or relationship with a person or
an entity that involves receiving or
providing something of monetary value
or other present or deferred compensa-
tion.

(h) Financially obligated with means
having a joint legally enforceable obli-
gation with, being financially obli-
gated on behalf of (contingently or oth-
erwise), having an enforceable legal ob-
ligation secured by property owned by
another, or owning property that se-
cures an enforceable legal obligation of
another.

(i) Material, when applied to a finan-
cial interest or transaction or series of
transactions, means that the interest
or transaction or series of transactions
is of such magnitude that a reasonable
person with knowledge of the relevant
facts would question the ability of the
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person who has the interest or is party
to such transaction(s) to perform his or
her official duties objectively and im-
partially and in the best interest of the
institution and its statutory purpose.

(j) Mineral interest means any interest
in minerals, oil, or gas, including, but
not limited to, any right derived di-
rectly or indirectly from a mineral, oil,
or gas lease, deed, or royalty convey-
ance.

(k) OFI means other financing insti-
tutions that have established an access
relationship with a Farm Credit Bank
or an agricultural credit bank under
section 1.7(b)(1)(B) of the Act.

(1) Officer means the chief executive
officer, president, chief operating offi-
cer, vice president, secretary, treas-
urer, general counsel, chief financial
officer, and chief credit officer of each
System institution, and any person not
so designated who holds a similar posi-
tion of authority.

(m) Ordinary course of business, when
applied to a transaction, means:

(1) A transaction that is usual and
customary between two persons who
are in business together; or

(2) A transaction with a person who
is in the business of offering the goods
or services that are the subject of the
transaction on terms that are not pref-
erential. Preferential means that the
transaction is not on the same terms
as those prevailing at the same time
for comparable transactions for other
persons who are not directors or em-
ployees of a System institution.

(n) Person means individual or entity.

(0) Relative means any member of the
family as defined in paragraph (g) of
this section.

(p) Service corporation means each
service corporation chartered under
the Act.

(a) Standards of Conduct Official
means the official designated under
§612.2170 of these regulations.

(r) 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 asso-
ciation supervised by that bank.

(s) Supervising institution is a term
that only applies within the context of
an association or an employee of an as-
sociation and refers to the bank that
supervises that association.
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(t) System institution and institution
mean any bank, association, or service
corporation in the Farm Credit Sys-
tem, including the Farm Credit Banks,
banks for cooperatives, Agricultural
Credit Banks, Federal land bank asso-
ciations, agricultural credit associa-
tions, Federal land credit associations,
production credit associations, the
Federal Farm Credit Banks Funding
Corporation, and service corporations
chartered under the Act.

[69 FR 24894, May 13, 1994, as amended at 71
FR 5762, Feb. 2, 2006; 78 FR 31834, May 28,
2013]

§612.2135 Director and employee re-
sponsibilities and conduct—gen-
erally.

(a) Directors and employees of all
System institutions shall maintain
high standards of industry, honesty, in-
tegrity, impartiality, and conduct in
order to ensure the proper performance
of System business and continued pub-
lic confidence in the System and each
of its institutions. The avoidance of
misconduct and conflicts of interest 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 abili-
ties, the letter and intent of all appli-
cable local, state, and Federal laws and
regulations and policy statements, in-
structions, and procedures of the Farm
Credit Administration and System in-
stitutions and shall exercise diligence
and good judgment in carrying out
their duties, obligations, and respon-
sibilities.

§612.2140 Directors—prohibited
duct.

A director of a System institution
shall not:

(a) Participate, directly or indi-
rectly, in deliberations on, or the de-
termination of, any matter affecting,
directly or indirectly, the financial in-
terest of the director, any relative of
the director, any person residing in the
director’s household, any business
partner of the director, or any entity
controlled by the director or such per-
sons (alone or in concert), except those
matters of general applicability that
affect all shareholders/borrowers in a

con-
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