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Code of Conduct 

1. Basic Obligation

It is indispensable to the proper functioning of, and the maintenance of public confidence in, the 

Federal Reserve Bank of San Francisco ("Bank") and the Federal Reserve System ("System") that every 

employee perform their duties with honesty, integrity and impartiality, and without improper 

preferential treatment of any person. Each employee has a responsibility to the Bank and to the 

System to avoid conduct which places private gain above employee's duties to the Bank, which gives 

rise to an actual or apparent conflict of interest, or which might result in a question being raised 

regarding the independence of the employee's judgment or the employee's ability to perform the 

duties of their position satisfactorily. Each employee should conduct their financial affairs with integrity 

and honesty.To ensure the foregoing, each employee, including all Bank officers, shall respect and 

comply with the principles and standards of conduct contained in this Code. An employee who needs 

assistance in interpreting the provisions of the Code or who desires additional information should 

contact the Bank's Deputy Ethics Officers or the Ethics Officer. Please refer to the Legal Group's 

website on the "Bridge" for contact information. 

2. Employee Conduct

2.1 Gambling and Lotteries 

An employee shall not participate in any gambling or illegal lottery activity, for money or anything of 

value, while on Bank premises. 

2.2 Alcoholic Beverages 

Except at Bank approved functions, the Bank prohibits the sale or consumption of beer, wine or other 

alcoholic beverages by anyone on the Bank's premises. The Bank prohibits an employee from 

reporting to work or performing job duties if, as a result of consuming alcoholic beverages, the 

employee is under the influence of alcohol, i.e., the employee's physical or mental abilities are impaired. 

2.3 Illegal Drugs 

An employee shall not possess, use, sell, distribute, or be under the influence of, any unauthorized 

substance on Bank premises or while conducting business on behalf of the Bank. An unauthorized 

substance is any illegal drug or illegal controlled substance, or any drug which has been legally 

obtained but is not being used in the prescribed dosage for prescribed purposes. 

2.4 Firearms/Hazardous Materials 

The possession or use of firearms or other lethal weapons, ammunition, explosives or hazardous 

materials by an employee on Bank premises is prohibited. This restriction does not apply to items that 

are owned by the Bank and used by a Bank employee in the conduct of Bank business. 
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Appendix A 

Detailed provisions regarding disqualifying interests and seeking other employment 

This Appendix contains a summary of significant portions of the federal conflicts of financial interest 

regulations (5 CFR Parts 2635 and 2640), as modified for the Bank's use. It provides additional detail 

regarding (i) the conflict-of-interest rule in Section 5.2 of the Code, and (ii) the rule regarding seeking 

other employment in Section 6 of the Code. A copy of the complete regulations may be obtained from 

the Legal Division or the Ethics Officer. 

Part I. Disqualifying Financial Interests 

1. Statutory Prohibition

An employee is prohibited by federal criminal law [18 U.S.C. § 208(a)] from participating personally and 

substantially in an official capacity in any particular matter in which, to the employee's knowledge 

they, or any person whose interests are imputed to the employee under the statute, has a financial 

interest, if the particular matter will have a direct and predictable effect on that interest. 

2. Definitions

For purposes of this Part, the following definitions apply: 

(a) Direct and predictable effect. A particular matter1 will have a direct effect on a financial

interest if there is a close causal link between any decision or action to be taken in the

matter and any expected effect of the matter on the financial interest. An effect may be

direct even though it does not occur immediately. However, a particular matter will not

have a direct effect on a financial interest if the chain of causation is attenuated or is

contingent upon the occurrence of an event that is speculative or that is independent of,

and unrelated to, the matter. A particular matter that has an effect on a financial interest

only as a consequence of its effect on the general economy does not have a direct effect

within the meaning of this paragraph.

A particular matter will have a predictable effect if there is a real, as opposed to a 

1 If a particular matter involves a specific party, generally the matter will only have a direct and predictable effect on the 
financial interest of the employee in or with the party, for example where the employee owns stock in the party. However, there 
may be some situations in which a particular matter will have a direct and predictable effect on an employee's financial 
interests in or with a non-party. For example, if the party is a corporation, a particular matter also may have a direct and 
predictable effect on an employee's financial interest through ownership of stock in an affiliate of the party. Similarly, the 
award of a contract to a particular company also may have a direct and predictable effect on an employee's financial interest 
in another company, such as a subcontractor or a competitor. 
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speculative possibility, that the matter will affect the financial interest. However, it is not 

necessary that the magnitude of the gain or loss be known, and the dollar amount of the 

gain or loss is immaterial. 

Example 1 

An employee with procurement responsibilities has just been asked to serve on the evaluation panel to 

review proposals for a new Research Library computer search system. DEF Computer Corporation, a 

closely held company in which the employee and their spouse own stock, has submitted a proposal. 

Because award of the systems contract to DEF or to any other offer or will have a direct and 

predictable effect on both of their financial interests, the employee may not participate on the 

evaluation panel unless he requests and receives a waiver or an exemption applies. 

Example 2 

Upon assignment to the evaluation panel, the employee in the preceding example finds that DEF 

Computer Corporation has not submitted a proposal. However, LMN Corp., a competitor of DEF, is one 

of the offerors. The employee is not disqualified from serving on the evaluation panel. Any effect on the 

employee's financial interests as a result of the decision to award or not award the contract to LMN at 

most would be indirect and speculative. 

(b) Financial interest means the potential for gain or loss to an employee or other person

specified in paragraph 2(c) as a result of Bank action on a particular matter. The financial

interest might arise from ownership of certain financial instruments or investments such as a

stock, bond, mutual fund, or real estate. Additionally, a financial interest might derive from a

salary, indebtedness, job offer, or any similar interest that may be affected by the matter.

(c) Imputed interests. For purposes of the federal criminal law and this Part, the financial

interests of any of the following persons will disqualify an employee to the same extent as if

they were the employee's own interests:

(i) the employee's spouse;

(ii) the employee's minor child;

(iii) the employee's general partner;

(iv) an organization or entity in which the employee serves as officer, director, trustee,

general partner or employee; and

(v) a person with whom the employee is negotiating for or has an arrangement concerning

prospective employment. (An employee who is seeking other employment should

comply with the standards in Part Ill of this Appendix regarding "Seeking Other

Employment.")
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Example l 

An employee of the Department of Education serves without compensation on the board of directors 

of Kinder World, Inc., a nonprofit corporation that engages in good works. Even though the employee's 

personal financial interests will not be affected, the employee must disqualify themselves from 

participating in the review of a grant application submitted by Kinder World. Award or denial of the 

grant will affect the financial interests of Kinder World and its financial interests are imputed to the 

employee as a member of its board of directors. 

Example 2 

The spouse of an employee of the Food and Drug Administration is employed by a biomedical 

research company that is seeking FDA approval for a new product. The employee ordinarily would be 

asked to participate in the FDA's review and approval process. The employee's spouse is a salaried 

employee and has no direct ownership interest in the company. Moreover, the spouse does not have 

an indirect ownership interest such as an interest in a pension plan that holds stock in the company. 

The spouse's position with the company is such that the granting or withholding of FDA approval will 

not have a direct and predictable effect on the spouse's salary or on the spouse's continued 

employment with the company. Since the FDA approval process will not affect the spouse's financial 

interests, the employee may participate in that process.2 

(d) Particular matter means a matter that involves deliberation, decision or action that is

focused upon the interests of a specific person, or a discrete and identifiable class of

persons. Such a matter is covered by the federal conflict of interest regulations even if it

does not involve formal parties, and may include governmental action such as legislation or

policy-making that is narrowly focused on the interests of a discrete and identifiable class

of persons. However, the term particular matter does not extend to the consideration or

adoption of a broad policy option that is directed to the interests of a large and diverse

group of persons. The particular matters covered by the federal conflict of interest

regulations include a judicial or other proceeding, application, request for a ruling or other

determination, contract, claim, controversy, charge, accusation or arrest.

Example l 

An employee's evaluation of proposals received in response to a Request for Proposal is a particular 

matter. An employee's review of an application filed by a bank holding company also is a particular 

matter. 

2 Note that the Code of Conduct does not apply to FDA employees. If the example had involved a Bank employee, the employee 

should consult with the Bank's Ethics Officer before participating since the employee's participation in the review and approval 

process might result in the appearance of a conflict of interest, contrary to Section 5.1 of the Code. 
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Example 2 

Consideration by the Interstate Commerce Commission of regulations establishing safety standards 

for trucks on interstate highways involves a particular matter. 

(e) Personal and substantial. To participate personally means to participate directly. It

includes the direct and active supervision of the participation of a subordinate in the

matter.To participate substantially means that the employee's involvement is of

significance to the matter. Participation may be substantial even though it is not

determinative of the outcome of a particular matter. However, it requires more than official

responsibility, knowledge, perfunctory involvement, or involvement on an administrative or

peripheral issue. A finding of substantiality should be based not only on the effort devoted

to a matter, but also on the importance of the effort. While a series of peripheral

involvements may be insubstantial, the single act of approving or participating in a critical

step may be substantial. Personal or substantial participation may occur when, for

example, an employee participates through decision, approval, disapproval,

recommendation, investigation or the rendering of advice in a particular matter.

3. Disqualification

Unless the employee is authorized to participate in the particular matter by virtue of a waiver 

described in paragraph (4) of this Part or because the interest has been divested in accordance with 

paragraph (5) of this Part, an employee must disqualify themselves from participating in a particular 

matter in which, to the employee's knowledge, they, or a person whose interests are imputed to the 

employee, has a financial interest, if the particular matter will have a direct and predictable effect on 

that interest. Disqualification is accomplished by not participating in the particular matter. 

A. Notification. An employee who becomes aware of the need to disqualify themselves from

participating in a particular matter should notify the person responsible for their assignment or the 

Bank's Ethics Officer. An employee who is responsible for their own assignment should take whatever 

steps are necessary to ensure that they do not participate in the matter from which they are 

disqualified. Appropriate oral or written notification of the employee's disqualification may be made to 

coworkers by the employee or a supervisor to ensure that the employee is not involved in a matter 

from which the employee is disqualified. 

B. Documentation. An employee need not file a written disqualification statement unless asked to do so

by the Bank's Ethics Officer or a supervisor. However, an employee may elect to create a record of 

their actions by providing written notice to a supervisor or other appropriate officer. 

4. Waiver of Disqualification

An employee who would otherwise be disqualified may be permitted to participate in a particular 

matter where the otherwise disqualifying financial interest is exempt (see Part II of this Appendix), is the 
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subject of an individual waiver described in this paragraph, or results from certain Indian birthrights as 

described in 18 U.S.C. § 208(b)(4). 

An individual waiver may be requested pursuant to 18 U.S.C. § 208(b)(l). In advance of the employee's 

participation, the employee must advise the officer responsible for the employee's appointment (or 

other officer to whom authority to issue such a waiver for the employee has been delegated) about 

the nature and circumstances of the particular matter and the employee's role in the matter; and make 

full disclosure to the officer of the nature and extent of the disqualifying financial interest. If the officer 

determines that the employee's financial interest in the particular matter is not so substantial as to be 

deemed likely to affect the integrity of the services which the Bank may expect from the employee, the 

officer may issue a written waiver to the employee. 

5. Divestiture of a Disqualifying Financial Interest

Upon sale or other disposal of the interest that causes the employee's disqualification from 

participation in a particular matter, the employee may participate in the matter. 

A. Voluntary divestiture. An employee who otherwise would be disqualified from participating in a

particular matter may voluntarily sell or otherwise dispose of the interest that causes the 

disqualification. 

B. Directed divestiture. An employee may be required to sell or otherwise dispose of the disqualifying

financial interest if the continued holding of that interest is prohibited by Section 5 of the Code or 

substantially interferes with the ability of the employee to perform their job. 

6. Official Duties That Give Rise To Potential Conflicts

When an employee's duties create a substantial likelihood that the employee may be assigned to a 

particular matter from which they are disqualified, the employee should advise their supervisor or the 

Bank's Ethics Officer of that potential so that a conflicting assignment can be avoided. 

Part II. Exemptions Pursuant To 18 U.S.C. § 208 (8)(2) 

1. Definitions.

For purposes of this part, the following definitions apply 

(a) Diversified means that a fund, trust or plan does not have a stated policy of concentrating

its investments in any industry, business, single country other than the United States, or

bonds of a single state within the United States. In the case of an employee benefit plan,

diversified means that the plan's trustee has a written policy of varying plan investments.
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(b) Long-term federal government security means a bond or note, except for a U.S. Savings

bond, with a maturity of more than one year, issued by the United States Treasury pursuant

to 31 U.S.C. chapter 31.

(c) Municipal security means direct obligation of, or obligation guaranteed as to principal or

interest by, a state (or any of its political subdivisions, or any municipal corporate

instrumentality of one or more states), or the District of Columbia, Puerto Rico, the Virgin

Islands, or any other possession of the United States.

(d) Mutual fund means an entity which is registered as a management company under the

Investment Company Act of 1940, as amended (15 U.S.C. §§ 80a-l et seq.). Mutual fund

includes open-end and closed-end mutual funds and registered money market funds.

(e) Sector mutual fund means a mutual fund that concentrates its investments in an industry,

business, single country other than the United States, or bonds of a single state within the

United States.

(f) Short-term federal government security means a bill with a maturity of one year or less

issued by the United States Treasury pursuant to 31 U.S.C. chapter 31.

2. Exemption For Interest In Mutual Fund, Unit Investment Trust,

and Employee Benefit Plan 

A. Diversified mutual fund and unit investment trust. An employee may participate in a particular

matter affecting holdings of a diversified mutual fund or a diversified unit investment trust where the 

disqualifying financial interest in the matter arises because of the ownership of an interest in the fund 

or trust. 

Example l 

An employee owns shares worth $60,000 in several mutual funds whose portfolios contain stock in a 

nationally known computer company. Each fund prospectus describes the fund as a "management 

company," but does not characterize the fund as having a policy of concentrating its investments in 

any particular industry, business, single country (other than the U.S.) or bonds of a single state. The 

employee may participate in a matter affecting the computer company. 

B. Sector mutual fund. An employee may participate in a particular matter affecting holdings of a

sector mutual fund where the disqualifying financial interest in the matter arises because of ownership 

of an interest in the fund and: 

(l) the affected holding is not invested in the sector in which the fund concentrates; or

(2) the aggregate market value of interests in any sector fund or funds does not exceed

$50,000.
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2. Recusal from Supervisory Matter Based Upon Borrowing Relationship

A. Recusa/ Requirement. A covered employee may not participate in any supervisory matter involving

an institution or any affiliate if the employee, their spouse or dependent child or a related entity5 is 

indebted to the institution or any affiliate. 

B. Exceptions.

l. Recusal is not required if the debt was not extended on terms more favorable than those

available to the public, payment on the debt is current, and the debt is:

a. a line of credit extended through a credit card;

b. an amortizing consumer loan (including a first or second mortgage on a personal

residence) or a home equity line of credit;

c. an overdraft protection line;

d. a student loan;

e. a car lease; or

f. a loan against the cash value of an insurance policy.

2. Recusal is not required with respect to any debt of the covered employee's spouse or

dependent child, or a related entity of the spouse or child if:

a. the debt is the sole responsibility of the spouse, child or related entity, and is not derived

from the covered employee's income, assets or activities; and

b. the covered employee has no knowledge of the identity of the lender.

C. Waiver. A written waiver from the prohibitions of this paragraph may, in some limited

circumstances, be obtained from the covered employee's supervising officer, in consultation with the 

Bank's Ethics Officer. 

3. Recusal Based Upon Past Employment, Family Relationships or

Financial Interests 

A. Past Employment. A covered employee may not participate in a supervisory matter involving an

institution or any affiliate if the covered employee was employed by the institution within the 

preceding 12 months. The covered employee's supervising officer, in consultation with the Bank's Ethics 

Officer, may determine that recusal should be required for a longer period. 

5 A "related entity" is an entity in which the covered employee, the covered employee's spouse or dependent child owns or 

controls more than ten percent of its equity, or a partnership in which the covered employee or their spouse is a general 

partner. 
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