§650.2

official duties on behalf of the Corpora-
tion in an objective and impartial man-
ner in furtherance of the interest of the
Corporation and its statutory purposes.
For the purpose of determining wheth-
er a potential conflict of interest ex-
ists, the following interests shall be
imputed to a person subject to this reg-
ulation as if they were that person’s
own interests:

(1) Interests of that person’s spouse;

(2) Interests of that person’s minor
child;

(3) Interests of that person’s general
partner;

(4) Interests of an organization or en-
tity that the person serves as officer,
director, trustee, general partner or
employee; and

(5) Interests of a person, organiza-
tion, or entity with which that person
is negotiating for or has an arrange-
ment concerning prospective employ-
ment.

(J) Resolved, when applied to a poten-
tial conflict of interest that the Cor-
poration has determined is material,
means that circumstances have been
altered so that a reasonable observer
with knowledge of the relevant facts
would conclude that the conflicting in-
terest would not adversely affect the
person’s performance of official duties
in an objective and impartial manner
in furtherance of the interests and
statutory purposes of the Corporation.

§650.2 Conflict-of-interest policy.

The Corporation shall establish and
administer a conflict-of-interest policy
that will provide reasonable assurance
that the directors, officers, employees,
and agents of the Corporation dis-
charge their official responsibilities in
an objective and impartial manner in
furtherance of the interests and statu-
tory purposes of the Corporation. The
policy shall, at a minimum:

(a) Define the types of transactions,
relationships, or activities that could
reasonably be expected to give rise to
potential conflicts of interest.

(b) Require each director, officer, and
employee to report in writing, annu-
ally, and at such other times as con-
flicts may arise, sufficient information
about financial interests, transactions,
relationships, and activities to inform
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the Corporation of potential conflicts
of interest;

(c) Require each director, officer, and
employee who had no transaction, rela-
tionship, or activity required to be re-
ported under paragraph (b) of this sec-
tion at any time during the year to file
a signed statement to that effect;

(d) Establish guidelines for deter-
mining when a potential conflict is ma-
terial in accordance with this subpart;

(e) Establish procedures for resolving
or disclosing material conflicts of in-
terest.

(f) Provide internal controls to en-
sure that reports are filed as required
and that conflicts are resolved or dis-
closed in accordance with this subpart.

(9) Notify directors, officers, and em-
ployees of the conflict-of-interest pol-
icy and any subsequent changes there-
to and allow them a reasonable period
of time to conform to the policy.

§650.3 Implementation of policy.

(a) The Corporation shall disclose
any unresolved material conflicts of in-
terest involving its directors, officers,
and employees to:

(1) Shareholders through annual re-
ports and proxy statements; and

(2) Investors and potential investors
through disclosure documents supplied
to them.

(b) The Corporation shall make avail-
able to any shareholder, investor, or
potential investor, upon request, a
copy of its policy on conflicts of inter-
est. The Corporation may charge a
nominal fee to cover the costs of repro-
duction and handling.

(c) The Corporation shall maintain
all reports of all potential conflicts of
interest and documentation of materi-
ality determinations and resolutions of
conflicts of interest for a period of 6
years.

§650.4 Director, officer, employee, and
agent responsibilities.

(a) Each director, officer, employee,
and agent of the Corporation shall:

(1) Conduct the business of the Cor-
poration following high standards of
honesty, integrity, impartiality, loy-
alty, and care, consistent with applica-
ble law and regulation in furtherance
of the Corporation’s public purpose;
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(2) Adhere to the requirements of the
conflict-of-interest policy established
by the Corporation and provide any in-
formation the Corporation deems nec-
essary to discharge its responsibilities
under this subpart.

(b) Directors, officers, employees,
and agents of the Corporation shall be
subject to the penalties of part C of
title V of the Farm Credit Act of 1971,
as amended, for violations of this regu-
lation, including failure to adhere to
the conflict-of-interest policy estab-
lished by the Corporation.

Subpart B—Risk-Based Capital
Requirements

SOURCE: 66 FR 19064, Apr. 12, 2001, unless
otherwise noted.

§650.20 Definitions.

For purposes of this subpart, the fol-
lowing definitions will apply:

(a) Farmer Mac, Corporation, you, and
your means the Federal Agricultural
Mortgage Corporation and its affiliates
as defined in subpart A of this part.

(b) Our, us, or we means the Farm
Credit Administration.

(c) Regulatory capital means the sum
of the following as determined in ac-
cordance with generally accepted ac-
counting principles:

(1) The par value of outstanding com-
mon stock;

(2) The par value of outstanding pre-
ferred stock;

(3) Paid-in capital, which is the
amount of owner investment in Farmer
Mac in excess of the par value of stock;

(4) Retained earnings; and

(5) Any allowances for losses on loans
and guaranteed securities.

(d) Risk-based capital means the
amount of regulatory capital sufficient
for Farmer Mac to maintain positive
capital during a 10-year period of
stressful conditions as determined by
the risk-based capital stress test de-
scribed in §650.23.

§650.21 General.

You must hold risk-based capital in
an amount determined in accordance
with this subpart.

§650.22

§650.22 Corporation board guidelines.

(a) Your board of directors is respon-
sible for ensuring that you maintain
total capital at a level that is suffi-
cient to ensure continued financial via-
bility and provide for growth. In addi-
tion, your capital must be sufficient to
meet statutory and regulatory require-
ments.

(b) No later than 65 days after the be-
ginning of Farmer Mac’s planning year,
your board of directors must adopt an
operational and strategic business plan
for at least the next 3 years. The plan
must include:

(1) A mission statement;

(2) A review of the internal and exter-
nal factors that are likely to affect you
during the planning period;

(3) Measurable goals and objectives;

(4) Forecasted income, expense, and
balance sheet statements for each year
of the plan; and,

(5) A capital adequacy plan.

(c) The capital adequacy plan must
include capital targets necessary to
achieve the minimum, critical and
risk-based capital standards specified
by the Act and this subpart as well as
your capital adequacy goals. The plan
must address any projected dividends,
equity retirements, or other action
that may decrease your capital or its
components for which minimum
amounts are required by this subpart.
You must specify in your plan the cir-
cumstances in which stock or equities
may be retired. In addition to factors
that must be considered in meeting the
statutory and regulatory capital stand-
ards, your board of directors must also
consider at least the following factors
in developing the capital adequacy
plan:

(1) Capability of management;

(2) Strategies and objectives in your
business plan;

(3) Quality of operating policies, pro-
cedures, and internal controls;

(4) Quality and quantity of earnings;

(5) Asset quality and the adequacy of
the allowance for losses to absorb po-
tential losses in your retained mort-
gage portfolio, securities guaranteed as
to principal and interest, commitments
to purchase mortgages or securities,
and other program assets or obliga-
tions;
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