(5) Cost provided by sponsor of event. The cost of the
enpl oyee's attendance will not be considered to be provided by
t he sponsor where a person other than the sponsor designates the
enpl oyee to be invited and bears the cost of the enpl oyee's
att endance through a contribution or other paynent intended to
facilitate that enpl oyee's attendance. Paynent of dues or a
simlar assessnment to a sponsoring organi zati on does not
constitute a paynment intended to facilitate a particul ar
enpl oyee' s attendance.

(6) Acconpanyi ng spouse. Wien others in attendance wll
general ly be acconpani ed by spouses, the agency desi gnee may
aut hori ze an enpl oyee to accept a sponsor's invitation to an
acconpanyi ng spouse to participate in all or a portion of the
event at which the enployee's free attendance is permtted under
paragraph (g)(1) or (2) of this section. The authorization
required by this paragraph may be provided orally or in witing.

Exanpl e 1: An aerospace industry association that is a
prohi bited source sponsors a semnar for which it charges a fee
of $100. An Air Force contractor pays $500 to the association so
that the association can extend free invitations to five Ar
Force officials designated by the contractor. The Air Force
officials may not accept the gifts of free attendance. Because
the contractor specified the invitees and bore the cost of their
attendance, the gift of free attendance is considered to be
provi ded by the conpany and not by the sponsoring association.
Had the contractor paid $500 to the association in order that it
m ght invite any five Federal enployees, an Air Force official to
whom t he sponsoring associ ati on extended one of the five
invitations could attend if his participation were determned to
be in the interest of the agency.

Exampl e 2: An enpl oyee of the Departnent of the Treasury
aut hori zed to participate in a panel discussion of economc
| ssues as part of a one-day conference may accept the sponsor's
wai ver of the conference fee. Under the separate authority of
2635. 204(a), he may accept a token of appreciation for his speech
havi ng a market val ue of $20 or |ess.

Exanple 3: An Assistant U S. Attorney is invited to attend a
| uncheon neeting of a | ocal bar association to hear a
di stingui shed judge | ecture on cross-exam ning expert w tnesses.
Al t hough nenbers of the bar association are assessed a $15 fee
for the meeting, the Assistant U S. Attorney nay accept the bar
association's offer to attend for free, even without a
det erm nati on of agency interest. The gift can be accepted under
the $20 de minims exception at 2635.204(a).

Exanpl e 4: An enpl oyee of the Departnment of the Interior
aut hori zed to speak on the first day of a four-day conference on
endanger ed species may accept the sponsor’'s wai ver of the
conference fee for the first day of the conference. If the
conference is widely attended, he may be authorized, based on a
determ nation that his attendance is in the agency's interest, to



accept the sponsor's offer to waive the attendance fee for the
remai nder of the conference.

(h) Social invitations from persons other than prohibited
sources. An enployee may accept food, refreshnents and
entertai nnent, not including travel or |odgings, at a soci al
event attended by several persons where:

(1) The invitation is froma person who is not a prohibited
sour ce; and

(2) No fee is charged to any person in attendance.

Exanple 1: Along with several other Governnent officials and
a nunber of individuals fromthe private sector, the
Adm ni strator of the Environnmental Protection Agency has been
invited to the premer showi ng of a new adventure novi e about
i ndustrial espionage. The producer is paying all costs of the
showi ng. The Admi nistrator may accept the invitation since the
producer is not a prohibited source and no attendance fee is
bei ng charged to anyone who has been invited.

Exanpl e 2: An enpl oyee of the Wiite House Press Ofice has
been invited to a cocktail party given by a noted Washi ngt on
hostess who is not a prohibited source. The enpl oyee may attend
even though he has only recently been introduced to the hostess
and suspects that he may have been invited because of his
of ficial position.

(i) Meals, refreshnments and entertainnent in foreign areas.
An enpl oyee assigned to duty in, or on official travel to, a
foreign area as defined in 41 CFR 301 - 7.3(c) may accept food,
refreshnents or entertainment in the course of a breakfast,
| uncheon, dinner or other neeting or event provided:

(1) The market value in the foreign area of the food,
refreshnments or entertai nment provided at the neeting or event,
as converted to U S. dollars, does not exceed the per diemrate
for the foreign area specified in the U S. Departnent of State's
Maxi mum Per Di em Al | owances for Foreign Areas, Per Diem
Suppl ement Section 925 to the Standardi zed Regul ati ons (GC, FA)
avai | abl e fromthe Superintendent of Docunments, U.S. Governnent
Printing Ofice, Washi ngton, DC 20402;

(2) There is participation in the neeting or event by non-
U S. citizens or by representatives of foreign governnments or
other foreign entities;

(3) Attendance at the neeting or event is part of the
enpl oyee's official duties to obtain information, disseni nate
i nformation, pronote the export of U S. goods and servi ces,
represent the United States or otherw se further prograns or
operations of the agency or the U S. nmission in the foreign area;
and



(4) The gift of meals, refreshnents or entertainnent is
froma person other than a foreign governnment as defined in 5 U
S.C. 7342(a)(2).

Exanpl e 1: A nunber of |ocal businessnen in a devel oping
country are anxious for a U S. conpany to |ocate a manufacturing
facility in their province. An official of the Overseas Private
| nvest nent Corporation may acconpany the visiting vice president
of the U S. conpany to a dinner neeting hosted by the businessnen
at a province restaurant where the nmarket value of the food and
refreshnments does not exceed the per diemrate for that country.

(j) Gfts to the President or Vice President. Because of
considerations relating to the conduct of their offices,
i ncludi ng those of protocol and etiquette, the President or the
Vi ce President may accept any gift on his own behalf or on behalf
of any fam |y nmenber, provided that such acceptance does not
vi ol ate 2635.202(c) (1) or (2), 18 U.S.C. 201(b) or 201(c)(3), or
the Constitution of the United States.

(k) Gfts authorized by suppl enental agency regul ation. An
enpl oyee may accept any gift the acceptance of which is
specifically authorized by a suppl enental agency regul ation.

(') Gfts accepted under specific statutory authority. The
prohi bitions on acceptance of gifts from outside sources
contained in this subpart do not apply to any item receipt of
which is specifically authorized by statute. Gfts which nay be
recei ved by an enpl oyee under the authority of specific statutes
include, but are not limted to:

(1) Free attendance, course or neeting materials,
transportation, |odgings, food and refreshnents or reinbursenents
therefor incident to training or neetings when accepted by the
enpl oyee under the authority of 5 U S.C. 4111 from an
organi zation with tax-exenpt status under 26 U S.C. 501(c)(3) or
froma person to whomthe prohibitions in 18 U S.C. 209 do not
apply. The enpl oyee's acceptance nust be approved by the agency
i n accordance with 410. 701 through 410.706 of this title; or

Note: 26 U S.C. 501(c)(3) is authority for tax-exenpt
treatment of a limted class of nonprofit organizations,
i ncl udi ng those organi zed and operated for charitable, religious
or educational purposes. Many nonprofit organi zations are not
exenpt fromtaxation under this section

(2) Gfts froma foreign government or international or
mul ti nati onal organization, or its representative, when accepted
by the enpl oyee under the authority of the Foreign Gfts and
Decorations Act, 5 U.S.C. 7342. As a condition of acceptance, an
enpl oyee nust conply with requirenents inposed by the agency's
regul ati ons or procedures inplenenting that Act.

[57 FR 35041, Aug. 7, 1992; 57 FR 48557, Cct. 27, 1992]



2635. 205 Proper disposition of prohibited gifts.

(a) An enployee who has received a gift that cannot be
accepted under this subpart shall, unless the gift is accepted by
an agency acting under specific statutory authority:

(1) Return any tangible itemto the donor or pay the donor
its market val ue. An enpl oyee who cannot ascertain the actua
mar ket value of an itemnay estimate its market val ue by
reference to the retail cost of simlar itenms of like quality.
See 2635.203(c).

Exanple 1: To avoid public enbarrassnment to the sem nar
sponsor, an enpl oyee of the National Park Service did not decline
a baronmeter worth $200 gi ven at the conclusion of his speech on
Federal |ands policy. The enployee nust either return the
baronmeter or pronptly reinburse the sponsor $200.

(2) Wwen it is not practical to return a tangible item
because it is perishable, the itemnmay, at the discretion of the
enpl oyee' s supervi sor or an agency ethics official, be given to
an appropriate charity, shared within the recipient's office, or
dest r oyed.

Exanple 1: Wth approval by the recipient's supervisor, a
floral arrangenent sent by a disability claimant to a hel pful
enpl oyee of the Social Security Adm nistration may be placed in
the office's reception area.

(3) For any entertainnent, favor, service, benefit or other
i ntangi bl e, reinburse the donor the market val ue. Subsequent
reci procation by the enpl oyee does not constitute reinbursenent.

Exanpl e 1: A Departnent of Defense enployee w shes to attend
a charitable event to which he has been offered a $300 ticket by
a prohibited source. Although his attendance is not in the
i nterest of the agency under 2635.204(g), he may attend if he
rei mburses the donor the $300 face value of the ticket.

(4) Dispose of gifts fromforeign governnments or
I nternational organizations in accordance with 41 CFR part 101 -
49, and di spose of materials received in conjunction wth
official travel in accordance with 41 CFR 101 - 25.103.

(b) An agency may authorize disposition or return of gifts
at Governnent expense. Enpl oyees nmay use penalty mail to forward
rei mbursenents required or permtted by this section.

(c) An enployee who, on his own initiative, pronptly
conplies with the requirenments of this section will not be deened
to have inproperly accepted an unsolicited gift. An enpl oyee who
pronptly consults his agency ethics official to determ ne whet her
acceptance of an unsolicited gift is proper and who, upon the
advice of the ethics official, returns the gift or otherw se
di sposes of the gift in accordance with this section, wll be



consi dered to have conplied with the requirenents of this section
on his own initiative.

Subpart C -- G fts Between Enpl oyees
2635. 301 Overvi ew.

Thi s subpart contains standards that prohibit an enpl oyee
from giving, donating to, or soliciting contributions for, a gift
to an official superior and fromaccepting a gift from an
enpl oyee receiving |l ess pay than hinself, unless the itemis
excluded fromthe definition of a gift or falls within one of the
exceptions set forth in this subpart.

2635. 302 CGeneral standards.

(a) Gfts to superiors. Except as provided in this subpart,
an enpl oyee may not:

(1) Directly or indirectly, give a gift to or nake a
donation toward a gift for an official superior; or

(2) Solicit a contribution from another enployee for a gift
to either his own or the other enployee's official superior.

(b) Gfts fromenpl oyees receiving | ess pay. Except as
provided in this subpart, an enpl oyee may not, directly or
Indirectly, accept a gift froman enpl oyee receiving | ess pay
than hinself unl ess:

(1) The two enployees are not in a subordinate-official
superior rel ationship; and

(2) There is a personal relationship between the two
enpl oyees that would justify the gift.

(c) Limtation on use of exceptions. Notw thstandi ng any
exception provided in this subpart, an official superior shal
not coerce the offering of a gift froma subordi nate.

2635. 303 Definitions.
For purposes of this subpart, the followi ng definitions
shal | apply:

(a) Gft has the neaning set forth in 2635.203(b). For
pur poses of that definition an enpl oyee will be deenmed to have
pai d market value for any benefit received as a result of his
participation in any carpool or other such mutual arrangenent
I nvol vi ng anot her enpl oyee or other enployees if he bears his
fair proportion of the expense or effort involved.

(b) Indirectly, for purposes of 2635.302(b), has the
meani ng set forth in 2635.203(f). For purposes of 2635.302(a), it
includes a gift:



(1) Gven with the enployee's know edge and acqui escence by
his parent, sibling, spouse, child, or dependent relative; or

(2) Gven by a person other than the enpl oyee under
ci rcunmst ances where the enpl oyee has prom sed or agreed to
rei mburse that person or to give that person sonething of val ue
i n exchange for giving the gift.

(c) Subject to paragraph (a) of this section, market val ue
has the meaning set forth in 2635.203(c).

(d) Oficial superior neans any other enpl oyee, other than
the President and the Vice President, including but not limted
to an i mredi at e supervi sor, whose official responsibilities
i nclude directing or evaluating the performnce of the enpl oyee's
official duties or those of any other official superior of the
enpl oyee. For purposes of this subpart, an enployee is considered
to be the subordinate of any of his official superiors.

(e) Solicit means to request contributions by personal
conmruni cati on or by general announcenent.

(f) Voluntary contribution means a contribution given
freely, without pressure or coercion. A contribution is not
voluntary unless it is made in an anount determnmi ned by the
contributing enpl oyee, except that where an anmount for a gift is
included in the cost for a |luncheon, reception or simlar event,
an enpl oyee who freely chooses to pay a proportionate share of
the total cost in order to attend will be deened to have made a
vol untary contribution. Except in the case of contributions for a
gift included in the cost of a |luncheon, reception or simlar
event, a statenent that an enpl oyee may choose to contribute |ess
or not at all shall acconpany any recomrendati on of an anmount to
be contributed for a gift to an official superior.

Exanpl e 1: A supervisory enpl oyee of the Agency for
I nt ernati onal Devel opnent has just been reassigned from
Washi ngton, DC to Kabul, Afghanistan. As a farewell party, 12 of
her subordi nates have decided to take her out to lunch at the
Khyber Repast. It is understood that each will pay for his own
nmeal and that the cost of the supervisor's lunch will be divided
equal |y anong the twel ve. Even though the amount they w ||
contribute is not determ ned until the supervisor orders |unch,
the contribution made by those who choose to participate in the
farewell lunch is voluntary.

2635. 304 Excepti ons.

The prohibitions set forth in 2635.302(a) and (b) do not
apply to a gift given or accepted under the circunstances
descri bed in paragraph (a) or (b) of this section. A contribution
or the solicitation of a contribution that woul d ot herw se
violate the prohibitions set forth in 2635.302(a) and
(b) may only be nmade in accordance with paragraph (c) of this
secti on.



(a) General exceptions. On an occasional basis, including
any occasion on which gifts are traditionally given or exchanged,
the following may be given to an official superior or accepted
froma subordi nate or other enployee receiving | ess pay:

(1) Itenms, other than cash, with an aggregate market val ue
of $10 or |ess per occasion;

(2) Itenms such as food and refreshments to be shared in the
of fice anong several enpl oyees;

(3) Personal hospitality provided at a residence which is
of a type and val ue customarily provided by the enployee to
personal friends;

(4) Itenms given in connection with the receipt of personal
hospitality if of a type and val ue customarily given on such
occasi ons; and

(5) Leave transferred under subpart | of part 630 of this
title to an enployee who is not an i medi ate supervisor, unless
obtained in violation of 630.912 of this title.

Exanpl e 1: Upon returning to work follow ng a vacation at
t he beach, a clains exam ner with the Departnent of Veterans
Affairs may give his supervisor, and his supervisor may accept, a
bag of saltwater taffy purchased on the boardwal k for $8.

Exanpl e 2: An enpl oyee of the Federal Deposit |Insurance
Cor porati on whose bank exam nation responsibilities require
frequent travel may not bring her supervisor, and her supervisor
may not accept, souvenir coffee nmugs fromeach of the cities she
visits in the course of perform ng her duties, even though each
of the nugs costs less than $5. G fts given on this basis are not
occasi onal .

Exanpl e 3: The Secretary of Labor has invited the agency's
General Counsel to a dinner party at his home. The Ceneral
Counsel may bring a $15 bottle of wine to the dinner party and
the Secretary may accept this customary hostess gift fromhis
subordi nate, even though its cost is in excess of $10.

Exanpl e 4: For Christmas, a secretary may give his
supervi sor, and the supervisor may accept, a poinsettia plant
purchased for $10 or less. The secretary may also invite his
supervisor to a Christmas party in his home and the supervisor
may attend.

(b) Special, infrequent occasions. A gift appropriate to
t he occasion nay be given to an official superior or accepted
froma subordi nate or other enployee receiving | ess pay:

(1) In recognition of infrequently occurring occasions of
personal significance such as marriage, illness, or the birth or
adoption of a child; or



(2) Upon occasions that term nate a subordi nate-official
superior rel ationship, such as retirenent, resignation, or
transfer.

Exanple 1: The admi nistrative assistant to the personnel
director of the Tennessee Valley Authority may send a $30 fl oral
arrangenent to the personnel director who is in the hospital
recovering fromsurgery. The personnel director nay accept the
gift.

Exanpl e 2: A chem st enployed by the Food and Drug
Adm ni stration has been invited to the wedding of the | ab
director who is his official superior. He may give the |ab
director and his bride, and they may accept, a place setting in
the coupl e's sel ected china pattern purchased for $70.

Exanpl e 3: Upon the occasion of the supervisor's retirenent
from Federal service, an enployee of the Fish and Wldlife
Service may give her supervisor a book of wildlife photographs
whi ch she purchased for $19. The retiring supervisor nmay accept
t he book.

(c) Voluntary contributions. An enployee may solicit
vol untary contributions of nom nal amounts from fell ow enpl oyees
for an appropriate gift to an official superior and an enpl oyee
may nmake a voluntary contribution of a nom nal anpbunt to an
appropriate gift to an official superior:

(1) On a special, infrequent occasion as described in
paragraph (b) of this section; or

(2) On an occasional basis, for itens such as food and
refreshnents to be shared in the office anong several enpl oyees.

An enpl oyee may accept such gifts to which a subordinate or
ot her enpl oyee receiving |less pay than hinself has contri but ed.

Exanple 1: To mark the occasion of his retirenent, nenbers
of the immedi ate staff of the Under Secretary of the Arny woul d
like to give hima party and provide himwith a gift certificate.
They may distribute an announcenent of the party and include a
nom nal anount for a retirenment gift in the fee for the party.

Exanpl e 2: The General Counsel of the National Endowrent for
the Arts may not collect contributions for a Christmas gift for
the Chairman. Christmas occurs annually and is not an occasion
of personal significance.

Exanpl e 3: Subordi nates nay not take up a collection for a
gift to an official superior on the occasion of the superior's
swearing in or pronotion to a higher grade position within the
supervi sory chain of that organi zation. These are not events that
mark the term nation of the subordinate-official superior
rel ati onship, nor are they events of personal significance within



t he nmeani ng of 2635.304(b). However, subordinates nay take up a
col | ection and enpl oyees may contri bute $3 each to buy
refreshnents to be consuned by everyone in the inmediate office
to mark either such occasion.

Exanpl e 4: Subordi nates nay each contribute a nom nal anount
to a fund to give a gift to an official superior upon the
occasion of that superior's transfer or pronption to a position
out si de the organi zati on.

Exanpl e 5: An Assistant Secretary at the Departnment of the
Interior Is getting married. Hi s secretary has decided that a
m crowave oven would be a nice gift fromhis staff and has
i nformed each of the Assistant Secretary's subordinates that they
shoul d contribute $5 for the gift. Her nethod of collection is
i mproper. Al though she may recommend a $5 contribution, the
reconmendati on nust be coupled with a statement that the enpl oyee
whose contribution is solicited is free to contribute |ess or
not hing at all.

Subpart D -- Conflicting Financial Interests
2635. 401 Overvi ew.

This subpart contains two provisions relating to financial
interests. One is a disqualification requirenent and the other is
a prohibition on acquiring or continuing to hold specific
financial interests. An enployee may acquire or hold any
financial interest not prohibited by 2635.403. Notw t hst andi ng
that his acquisition or holding of a particular interest is
proper, an enployee is prohibited in accordance with 2635. 402 of
this subpart fromparticipating in an official capacity in any
particular matter in which, to his know edge, he or any person
whose interests are inmputed to himhas a financial interest, if
the particular matter will have a direct and predictabl e effect
on that interest.

2635. 402 Di squalifying financial interests.

(a) Statutory prohibition. An enployee is prohibited by
crimnal statute, 18 U S.C. 208(a), fromparticipating personally
and substantially in an official capacity in any particul ar
matter in which, to his know edge, he or any person whose
interests are inputed to himunder this statute has a financi al
interest, if the particular matter will have a direct and
predi ctable effect on that interest.

Not e: St andards applicabl e when seeki ng non- Feder al
enpl oyment are contained in subpart F of this part and, if
followed, will ensure that an enpl oyee does not violate 18 U. S.
C. 208(a) or this section when he is negotiating for or has an
arrangenent concerning future enploynent. In all other cases
where the enpl oyee's participation would violate 18 U.S.C. 208
(a), an enployee shall disqualify hinmself fromparticipation in



the matter in accordance with paragraph (c) of this section or
obtain a waiver, as described in paragraph (d) of this section.

(b) Definitions. For purposes of this section, the
followi ng definitions shall apply:

(1) Direct and predictable effect. (i) A particular matter
wi || have a direct effect on a financial interest if there is a
cl ose causal |ink between any decision or action to be taken in
the matter and any expected effect of the matter on the financi al
interest. An effect nmay be direct even though it does not occur
i medi ately. A particular matter will not have a direct effect on
a financial interest, however, if the chain of causation is
attenuated or is contingent upon the occurrence of events that
are specul ative or that are independent of, and unrelated to, the
matter. A particular matter that has an effect on a financial
interest only as a consequence of its effects on the general
econony does not have a direct effect within the neaning of this
subpart.

(ii) A particular matter will have a predictable effect if
there is a real, as opposed to a specul ative possibility that the
matter will affect the financial interest. It is not necessary,

however, that the magnitude of the gain or |oss be known, and the
dol I ar amount of the gain or loss is immterial.

Note: If a particular matter involves a specific party or
parties, generally the matter will at nost only have a direct and
predi ctabl e effect, for purposes of this subpart, on a financial
I nterest of the enployee in or with a party, such as the
enpl oyee's interest by virtue of owning stock. There may,
however, be sone situations in which, under the above standards,
a particular matter will have a direct and predictable effect on
an enpl oyee's financial interests in or with a nonparty. For
exanple, if a party is a corporation, a particular matter may
al so have a direct and predictable effect on an enpl oyee's
financial interests through ownership of stock in an affiliate,
parent, or subsidiary of that party. Simlarly, the disposition
of a protest against the award of a contract to a particular
conpany may al so have a direct and predictable effect on an
enpl oyee's financial interest in another conmpany listed as a
subcontractor in the proposal of one of the conpeting offerors.

Exanpl e 1: An enpl oyee of the National Library of Medicine
at the National Institutes of Health has just been asked to serve
on the technical evaluation panel to review proposals for a new
| i brary conmputer search system DEF Conputer Corporation, a
cl osely held conpany in which he and his wife own a mgjority of
the stock, has submtted a proposal. Because award of the systens
contract to DEF or to any other offeror will have a direct and
predictable effect on both his and his wife's financial
I nterests, the enployee cannot participate on the technical
eval uation team unl ess his disqualification has been wai ved.



Exanpl e 2: Upon assignnent to the technical eval uation
panel, the enployee in the preceding exanple finds that DEF
Conput er Corporation has not submtted a proposal. Rather, LM
Corp., with which DEF conpetes for private sector business, is
one of the six offerors. The enpl oyee is not disqualified from
serving on the technical evaluation panel. Any effect on the
enpl oyee's financial interests as a result of the agency's
decision to award or not award the systens contract to LMN woul d
be at nost indirect and specul ati ve.



