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The Financial Disclosure Process Of The
Legislative Branch Can Be Improved

The House and Senate Ethics Committees are ' ,
responsible for implementing and administer-
ing the requirements of title | of the Ethics in 114502

Government Act. Both Committees can do
more to improve their financial disclosure
process.

Because of the absence of a well-defined dis-
closure system and strict enforcement, the
intent of the law is not being met. Further-
more, certain individuals--primarily candidates
for office--are not filing their reports within
the required deadlines.

GAQ recommends that improvements be made
in the financial disclosure process and that dis-
closure reports be audited for completeness
and accuracy to increase the integrity of the
process.
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To the President of the Senate and the é' u 0
Speaker of the House of Representatives

This report describes how the House Committee on Standards
of Official Conduct and the Senate Select Committee on Ethics
have implemented the requirements of title I of the Ethics in
Government Act of 1978 (Public Law 95-521). The report exam-
ines the disclosure activities for the 1979 and 1980 filing
requirements and discusses the need for improvements in the
financial disclosure systems which the House and Senate have
created. We made this review according to the legislative
mandate contained in section 109 of the law.

We are sending copies of this report to the Chairmen,
House Committees on Standards of Official Conduct, on Post
Office and Civil Service, and on the Judiciary and the Clerk
of the House. We are‘'also sending copies to the Chairmen,
Senate Select Committee on Ethics and Senate Committee on
Governmental Affairs and the Secretary of the Senate.
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COMPTROLLER GENERAL'S THE FINANCIAL DISCLOSURE
REPORT TO THE CONGRESS PROCESS OF THE LEGISLATIVE
ERANCH CAN BE IMPROVED

— — o— - — —

GAO reviewed the House and Senate financial dis-
closure activities for the 1979 and 1980 calen-
dar year filing requirements and concluded that
the House and Senate need to improve the imple-
mentation of the financial disclosure systems
they have created.

Improvements are needed in

~--identifying individuals who are required to
file disclosure reports,

--ensuring filing compliance,

--reviewing disclosure reports for completeness
and accuracy,

--taking legal enforcement actions against
those who fail to file, and

--approving and monitoring of blind trusts.

The House Committee on Standards of Official Con-
duct and the Senate Select Committee on Ethics
(Ethics Committees) are responsible for implement-
ing and administering the disclosure requirements
of title I of the Ethics in Government Act of
1978. This title establishes public financial
disclosure requirements for Members of Congress,
their employees, congressional candidates, and
other employees of the legislative branch. The
act requires GAO to review and comment on whether
disclosure requirements have been effectively
implemented and whether audits for completeness
and accuracy of disclosure reports should be
performed.

GAO found that the Ethics Committees have no
formal written procedures prescribing how the
systems should operate and no clear delineation
of responsibilities to guide them in effectively
implementing and administering the law. On the
basis of its former disclosure report audit ex-
perience, GAO believes that audits of financial
disclosure reports should be instituted to en-
hance the integrity of the disclosure systems.
(See p. 27.)
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IDENTIFICATION OF FILERS--IMPROVEMENTS
CAN ENHANCE THE PROCESS

GAO was restricted from independently verifying
whether all required House and Senate employees
were identified for filing purposes because the
House and Senate have a policy of prohibiting
third parties, including GAO, from access to
computerized payroll and employment data. Gen-
erally, procedures for identifying individuals
required to file financial disclosure reports
are adequate. The Senate, however, did not
properly identify its employees whose pay is
equivalent to GS-16 or higher and who, conse-
quently, were required to file in 1979 and 1980
and had not developed a system to identify and
notify new employees required to file. (See p.

4.)

In cases where Members do not employ anyone
equivalent to or above the GS-16 level, they
must designate a principal assistant, who should
be someone who can influence the legislative
process. Neither the House nor Senate has de-
veloped criteria that define the types of posi-
tions eligible for a principal assistant desig-
nation. Despite the lack of criteria, the House
has effectively carried out this provision.

However, the Senate has not. (See p. 6.)

In addition, neither the House nor Senate Ethics
Committee periodically checks to ensure that
legislative branch agencies are properly identi-
fying all individuals required to file.

The Federal Election Campaign Act was amended
on January 8, 1980, and changed thée definition
of a candidate. Before the amendment, the def-
inition of a candidate was similar to that of
the Ethics in Government Act, and any candidate
who had to register with the Federal Election
Commission was required by the ethics act to
file a disclosure report. The change in the
definition of a candidate makes it difficult
for the House and Senate to identify and notify
individuals who are candidates for purposes of
the disclosure law. Neither the House nor the
Senate can readily identify individuals who con-
tinue to be candidates during the years after
they lose an election. (See p. 8.)
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The October 1980 Federal white-collar pay sched-
ule increased the nominal rate of a GS-16 from
$47,889 to $52,247. However, the basic rate of
pay payable to employees at this rate is limited
to §50,112. Because of a House interpretative
ruling, many individuals who were required to
file for the 1980 filing requirement will not
be required to file in 1981 because they no
longer are compensated at a rate of a GS-1l6.
(See p. 9.)

RECOMMENDAT IONS

GAO recommends that the Chairmen of the House
and Senate Ethics Committees:

--Develop formal written criteria to assist
Members in designating principal assistants
subject to potential conflicts of interest.

--Periodically evaluate legislative branch
agencies' identification of filers (including
experts and consultants).

GAOQ also recommends that the Chairman of the
Senate Ethics Committee:

--Monitor the appointment of new employees re-
quired to file so that the Committee can ob-
serve filing compliance by these individuals.

--Notify Senators who must designate a princi-
pal assistant when they do not have an em-
ployee equivalent to a GS-16 or above on their
staffs.

MATTERS FOR CONSIDERATION

The Chairmen of the House and Senate Ethics
Committees should consider:

--Modifying the appropriate forms, in coordina-
tion with the Federal Election Commission, to
help the Senate and House offices of public
records ensure that all defeated candidates
who remain candidates are properly identified.

--Conforming the ethics law definition of a
candidate to that of the Federal Election
Campaign Act. If the committees agree, they
should introduce the necessary legislation
to do so.
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~--Amend the law to lower the required filing
salary to the pay ceiling of $50,112, or some
other specified pay level, to allow those in-
dividuals equivalent to a GS-16 level or above
who previously filed to continue to file.

IMPROVEMENTS NEEDED IN
ASSURING FILING COMPLIANCE

Compliance is a problem, primarily for candi-
dates, and an effective system has not been
created by the House and Senate to obtain re-
ports from nonfilers in a timely manner. To
illustrate, as of May 30, 1980, 3,242 individ-
uals were identified as required filers. Of
this total, 2,294 individuals, or 71 percent,
filed disclosure reports on time, while 948
filed late or failed to file. (See p. 12.)

The House Ethics Committee is not requiring
candidates who lose a primary election to file
disclosure reports, but there is no statutory
basis for excusing these individuals from fil-
ing. Eighty-nine candidates were identified as
of July 29, 1980, as having lost a congressional
primary, but no Committee action was planned or
taken to have them comply with the statutory
requirements.

A civil penalty would encourage individuals to
apply for extensions or file by the appropriate
time. Currently, no such penalty exists for
late filers.

RECOMMENDATIONS

GAO recommends that the Chairmen of the House
and Senate Ethics Committees:

--Inform the House and Senate support organi-
zations of the information needed to monitor
filers' compliance and specify how often such
information is needed.

--Regularly monitor all nonfilers and establish
a policy that specifies the actions that
should be taken against nonfilers.

--Require all candidate nonfilers, including
candidates who lose a primary election, to
promptly file disclosure reports.

»
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MATTER FOR CONSIDERATION

If individuals continue to file late, after ap-
propriate Committee action, then the Chairmen

of the House and Senate Ethics Committees should
consider whether the law should be amended to
impose a civil penalty to discourage late filing.

IMPROVEMENTS NEEDED IN THE REVIEW
OF FINANCIAL DISCLOSURE REPORTS

Neither the House nor Senate Ethics Committee
is effectively reviewing the disclosure reports
to see that they are in proper form and comply
with the disclosure provisions of the law. GAO
sampled 218 of the 1,253 reports filed in 1979
with the House and found that approximately one-
third contained at least one error or omission.
Similarly, a sample of 1980 Senate reports
showed that at least one-fourth of the 586 re-
ports filed contained errors. In both cases,
the reports had been reviewed previously by the
House and Senate committee. (See p. 17.)

The House Ethics Committee has not established

a system that monitors whether all individuals
requested to amend their reports have properly
and promptly done so. Because the House commit-
tee maintains no record of individuals directed
to amend their reports, GAO was unable to assess
whether individuals were filing amendments when
asked to by the Committee. Although the Senate
Committee made some improvements in its manage-
ment of the review process, it still does not
monitor whether amended reports are promptly
filed or filed at all. For example, of the 113
individuals who were requested to amend their
1980 reports, as of August 13, 1980, 43 individ-
uals had not yet done so.

RECOMMENDATIONS

GAO recommends that the Chairmen of the House
and Senate Ethics Committees:

--Develop detailed guidelines to assist Commit-
tee staff when reviewing reports for complete-
ness and accuracy.

GAO also recommends that the Chairman of the
House Ethics Committee establish:
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--A system that will monitor requests for and
receipts of amended reports.

--Time frames for when an amended report should
be filed.

In addition, the Chairman of the Senate Ethics
Committee should follow up to ensure that indi-
viduals requested to amend their reports comply

in a timely fashion.

NONFILERS ARE NOT BEING REFERRED

TO THE ATTORNEY GENERAL

Although the law authorizes the Attorney General
to bring a civil action against any nonfiler,
neither the House nor the Senate Ethics Commit-
tee has taken action to refer nonfilers to the
Attorney General for prosecution. While the
law does not specifically assign to the Ethics
Committees the responsibility of referring non-
filers for legal action, comparable provisions
contained in other titles of the law clearly
assign this responsibility to the organizations
responsible for administering the statute's
disclosure requirements.

The House Ethics Committee has not referred non-
filers to the Attorney General because of a pro-
cedural rule set by the House that requires a
vote by House Members before an individual can
be referred to the appropriate Federal or State
authorities for a violation of law. Similarly,
the Senate Ethics Committee has not referred
nonfilers to the Attorney General because it
felt that the enforcement initiative was the
responsibility of the Justice Department. How-
ever, in late June 1980, the Senate Committee
decided to advise the Attorney General of those
individuals who had not filed disclosure reports.

Only two individuals have been referred to the
Attorney General. The referral was initiated
by a senatorial candidate and involved a com-
plaint that two other candidates, seeking elec-
tion in the same State, did not file disclosure
reports. (See p. 25.)
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RECOMMENDATIONS

GAO recommends that the Chairman of the Senate
Ethics Committee assume the enforcement initia-
tive, after sending the proper dunning notices
to delinquent filers, by referring to the At-
torney General, in a timely fashion, all indi-
viduals who have failed to file disclosure
reports.

The Chairman of the House Ethics Committee,
after sending the proper dunning notices to de-
linquent filers, should refer nonfilers to
House Members for decision to refer them to the
Attorney General.

DISCLOSURE REPORT AUDITS
SHOULD BE PERFORMED

The institution of an audit requirement will
preserve the integrity of the current financial
disclosure process and will provide the public
with complete and accurate information which it
needs to properly review disclosure reports.

p
GAO's audit responsibility under formerLSenate
rule 42/ of the Senate Code of Official Conduct
revealed that disclosure reports were not al-
ways completely and accurately filed. Even if
the Committees improve the quality of their
review process, such a review would not detect
the type of omitted financial interest that

audits have revealed. (See p. 30.)

RECOMMENDATIONS

GAO recommends that the Congress institute the
requirement for random audits of financial dis-
closure reports. If the Congress elects to sub-
ject only Members of Congress and congressional
employees to an audit requirement, both House
and Senate should adopt an appropriate rule.

If the audit requirement also applies to legis-
lative branch agency employees and congressional
candidates, the law will have to be amended to
obtain compliance from these individuals. GAO
further recommends that, if audits are made an
integral part of the congressional disclosure
process, the Chairmen of the supervising Ethics
Committees should develop procedures to ensure
that amendments to disclosure reports, required
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as a result of audits, are made promptly and
included with the individual's original finan-
cial report.

COMMITTEES' APPROVAL OF QUALIFIED BLIND
TRUSTS NOT CONSISTENT WITH THE LAW

The purpose of a blind trust is to permit an in-
dividual to transfer property to an independent
trustee as a means of avoiding the potential for
conflicts of interest. To qualify as a blind
trust under the law, both the trust instrument
and its trustee(s) must meet prescribed statu-
tory standards and must be approved by either
the House or the Senate Ethics Committee.

Some of the trust instruments and trustees of
approved qualified blind trusts do not appear
to meet the standards contained in the law.

GAO found that 8 of 11 trust instruments ap-
proved by the Senate Ethics Committee had not
been amended to reflect the provisions of the
law, or the independence of the trustee was
questionable. This was also the case for eight
of nine trusts approved by the House Ethics Com-
mittee. Neither Ethics Committee monitors
blind trusts after they have been approved.
(see p. 35.)

RECOMMENDATIONS

To improve the approval and monitoring of blind
trusts, the Chairmen of the House and Senate
Ethics Committees should:

--Develop formal procedures and requirements
for approval of a proposed trust.and its
trustee(s).

--Establish procedures for monitoring and en-
forcing the qualified blind trust requirements
set forth in the law.

MATTER FOR CONSIDERATION

To provide the public ready access to trust doc-
uments, the Chairmen of the House and Senate
Ethics Committees should consider requiring that
a reporting individual attach to the annual fi-
nancial disclosure report any trust document re-
guired by law.
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ACTIVITIES OF STATE OFFICES RESPONSIBLE
FOR FINANCIAL DISCLOSURE REPORTS

The law requires that a copy of each disclosure
report filed by congressional Members and can-
didates be sent to their States so that the re-
port can be readily available for inspection by
their constituents. The law, however, does not
impose duties or responsibilities on the States
regarding the maintenance, use restrictions,
and disposition of reports. GAO found that few
requests are made for these reports and that
States' practices vary widely regarding mainten-
ance, use restrictions, and disposition of re-
ports. In view of the minimal requests being
made at the State level, forwarding disclosure
reports for public availability may be an un-
necessary burden. (See p. 42.)

MATTERS FOR CONSIDERATION

The Chairmen of the House and Senate Ethics
Committees, in coordination with the House and
Senate offices of public records, should con-
sider:

--Proposing legislation to delete the require-
ment that Member and candidate disclosure re-
ports be forwarded to the appropriate States.

--Designating a Federal location within each
State as the repository for reports so that
the maintenance/disposition, written applica-
tion for inspection or copy, and unlawful use
provisions may be consistently applied.

--Preparing formal guidelines to State offices
advising them of the proper practices that
should be employed if either of the above
matters is not acted upon.
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CHAPTER 1

INTRODUCTION

on October 26, 1978, Public Law 95-521--the Ethics in Govern-
ment Act (EGA) of 1978--was enacted, in part, to require public
financial disclosure of Members of Congress and cther high-level
officials in all three branches of Government. The principal
objectives of this legislation are to promote the financial ac-
countability of, and increase public confidence in, Government
officials.

While disclosure may not, in itself, restore the public's
confidence in the Government, it helps to deter conflicts of in-
terest by publicizing information on Government officials' finan-
cial interests and outside business and professional activities.

Title I of the law established public financial disclosure
requirements applicable to officials in the legislative branch.
The law requires Members of Congress, officers of both the House
and Senate, candidates for congressional office, congressional
employees, and legislative branch employees receiving a salary
equal to or exceeding the basic rate of pay for a General Sched-
ule (GS)-16 to file public financial disclosure reports. (See
ch. 2 for a detailed explanation of who must file and when such
filings are required.)

The Senate Select Committee on Ethics and the House Commit-
tee on Standards of Official Conduct (Ethics Committees) are re-
sponsible for implementing the legislative branch's disclosure
system.

The Office of the Secretary of the Senate and the Clerk of
the House mainly are responsible for receiving disclosure reports,
sending copies of the reports to the Senate and House Ethics Com-
mittees, and making the reports publicly available upon request.

OBJECTIVES, SCOPE, AND METHODOLOGY

Section 109 of title I requires us to determine whether the
title is being carried out effectively and whether timely and
accurate financial disclosure reports are being filed. In addi-
tion, we are to determine the feasibility and potential need for
systematic random audits of the financial disclosure reports
filed under this title.

Our work covered the House and Senate disclosure activities
for the 1979 and 1980 calendar year filing requirements. We con-
ducted our work primarily in Washington, D.C., at the Offices of
the House Committee on Standards of Official Conduct, Senate
Select Committee on Ethics, Clerk of the House, and Secretary of
the Senate. We examined issues, such as:



--How filers are identified, including the adequacy of cover-
age and an evaluation of how Members designate persons to
file.

--Compliance with the filing requirements.

--How the Senate and House Ethics Committees fulfill their
compliance review roles.

-~-The extent to which the Justice Department enforces compli-
ance.

-~-The need for systematic random audits of the reports filed
under title I of the law.

~--How the Secretary of the Senate and the Clerk of the House
carry out administrative duties, including the implementa-
tion of the requirement for the public availability of re-
ports.

We examined a randomly selected statistical sample of House
and Senate financial disclosure reports to determine whether they
were properly completed. We also reviewed blind trusts instru-
ments and related documents to determine whether they met the re-
quirements of the law and interviewed appropriate House and Senate
officials and staffs involved in the disclosure process.

In addition, we canvassed Members of the House and Senate,
congressional staff filers, legislative branch employees, candi-
dates, and financial disclosure report users to gain insight of
filer/user attitudes and experiences with the financial disclo-
sure process. We assessed the extent to which duties have been
imposed on various State officers responsible for making Members'
and congressional candidates' disclosure reports available. We
also obtained information from various State ethics officials to
determine the extent to which disclosure report audits are being
conducted. :

We were limited in determining whether the House and Senate
have properly identified all congressional employees for filing
purposes because House and Senate policy prevents outside agen-
cies, including us, from access to personnel employment and pay-
roll data. Therefore, we were unakle to independently verify
whether the House and Senate have properly identified those indi-
viduals who are required to comply with the disclosure require-
ments. Further details regarding the limitations of the available
data are included, where necessary, in each chapter, and a discus-
sion of our questionnaire methodology is included in appendix I.



CHAPTER 2

IDENTIFICATION OF FILERS GENERALLY HAS BEEN EFFECTIVE--

IMPROVEMENTS CAN ENHANCE THE PROCESS

House and Senate procedures for identifying congressional em-
ployees required to file public disclosure reports generally have
been effective. Mainly, filers appear to be staff members in po-
sitions able to influence the legislative process, and therefore,
subject to conflicts of interest. We did find, however, that
other individuals with the same duties, responsibilities, and
titles are not filing because they do not meet the salary thres-
hold equivalent to a GS-16 employee.

Legislative branch agencies are properly identifying their
employees; however, we found that neither the House nor the Senate
Ethics Committee periodically checks to ensure that these agencies
continue to properly identify all individuals required to file.

Because of a recent amendment to the Federal Election Cam-
paign Act (FECA) of 1971, the House and Senate are experiencing
difficulty in obtaining timely reports from congressional candi-
dates required to file. The Senate does not have procedures to
identify defeated candidates who remain candidates in nonelection
years. Cfficials from the Office of the Clerk informed us that
they had such procedures.

On October 1, 1980, the approved Federal white-collar pay
schedule increased the rate of a GS-16 from $47,88¢ to $52,247.
Because of a House Ethics Committee interpretative ruling, many
individuals who were required to file in 1980 will not be re-
guired to file in 1981.

WHO MUST FILE?

Members of Congress, their employees,'candidates for con=-
gressional office, and certain employees of the legislative
branch are required to file personal financial disclosure reports.
A Member must file if he/she is in office on May 15 of any year.
The reporting period covers the previous calendar year. For ex-
ample, if a Member is in office on May 15, 1980, he/she is re-
quired to file a financial disclosure report covering the 1979
calendar year on or before May 15, 1980,

Officers or employees of the House and Senate or of a legis-
lative branch agency are required to file if they are compensated
at the basic rate of pay equal to or more than that in effect for
a grade GS-16, work for more than 60 days in any one calendar
year and/or employed on May 15 of the following calendar year.
(The GS~16 level was selected as the filing criterion because the
Congress felt that it was at this level that individuals could



influence the legislative process.) When a Member does not have
a staff employee compensated at the rate of pay equal to or in ex-
cegs of the GS~16 rate, that Member must designate at least one
staff member as a principal assistant to file a disclosure'report.

The pr1nc1pa1 assistant must be empxoyeu oy the UEblgudthg Member
of Congress on May 15.

New employees who expect to work for more than 60 days and
are compensated at or in excess of the GS-16 rate must file an
abbreviated report within 30 days of assuming the new position if
they (1) were not employed in the legislative branch immediately
before assuming the position or (2) did not hold a legislative
branch position covered by the law within the preceding 30 days.
Experts, consultants, or any other employees hired on a temporary
or part-time basis are also subject to the filing requirements.
However, their filing can be waived by the respective Ethics Com-
mittee under certain prescribed conditions.

A candidate 1/ for the Congress must file within 30 days of
becoming a candidate, or by May 15, whichever is later. 1In no
cage, however, mav a candidate f11p less than 7 days before an
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election. The person must continue to file by May 15 each year
as long as he/she is a candidate in accordance with section 101(d).
HOUSE AND SENATE IDENTIFICATION OF

REQUIRED FILERS GENERALLY ACCURATE

Generally, the House and Senate procedures for identifying
individuals required to file financial disclosure reports are
adequate. The Senate, however, did not properly identify its
employees required to file in 1979 and 1980 and had not developed
a system to identify and notify new employees required to file.
The Senate Ethics Committee has not informed Senate Members who
do not have an employee compensated at or in excess of the GS-16
rate that they must designate a principal assistant to file a
disclosure report.

Identification of qualifying
congressional employees

The Office of Records and Registration (ORR) in the Office
of the Clerk of the House has assumed the responsibility of iden-
tifying for the House Ethics Committee those House employees and
candidates required to file public financial disclosure reports.
The Senate Disbursing Office and the Office of Public Records
(OPR), both within the Office of the Secretary of the Senate,
identify Senate employees and candidates who are required to file.

1/A candidate is defined by EGA as someone other than the incum-
bent Member who seeks nomination or election to the Congress.



Our review of ORR's financial disclosure identification pro-
cedures revealed that individuals have been properly identified.
Also, ORR is notifying Members that they must designate a princi-
pal assistant for filing purposes when they do not have an em-
ployee equivalent to a GS-16 or above on their staff.

Our review of the Senate practice revealed problems with the
identification of existing and new employees equivalent to a GS-16
or above. Some GS-~16 employees who should have filed during 1979
probably did not because Senate rule 42, requiring financial dis-
closure by Members and employees, was in effect concurrently with
the law. Under this rule, only individuals who worked for more
than 90 days had to file, as opposed to the more than 60 days re-
quired by the law. The Senate Disbursing Office identified all
those who filed according to rule 42 but did not identify those
who worked more than 60 days but less than 90. Senate Disbursing
Office officials agreed that some individuals who should have
filed in 1979 probably did not because they were not identified.
Officials stated it would be too time-consuming to identify them
now.

Senate rule 42 was repealed on August 3, 1979, and only
those who met the criteria of the new law had to file annual dis-
closure reports by May 15, 1980. However, in identifying indi-
viduals required to file, the Senate Disbursing Office did not ac-
count for the October 1, 1979, Federal pay raise which increased
the GS-16 basic rate of pay from $44,756 to $47,889. The result
was that 165 individuals were incorrectly identified as having
exceeded the GS-16 rate because their rate of pay, with the pay
raise, exceeded the $44,756 salary level. We brought this matter
to the attention of officials of the Senate Ethics Committee and
the Senate Disbursing Office, which later amended the list of re-
quired filers. Senate Disbursing Office officials told us that
this error occurred because the Senate Ethics Committee staff
failed to clearly spell out the salary threshold that should be
used when identifying individuals for annual filing.

Neither the Senate Ethics Committee nor the Senate Disburs-
ing Office had established a system to identify new employees who
have to file within 30 days of their employment. At our request,
the Senate Disbursing Office identified all new equivalent GS-16
and above employees during 1979. Of the 32 individuals identified,
only 12 filed disclosure reports. The Senate Disbursing Office
identified four additional new employees between January 1 and
May 15, 1980. We found that only one of these individuals filed
according to the law. The information provided by the Senate Dis-
bursing Office, however, was not completely accurate. For example,
we found instances where individuals were identified as new employ-
ees but were actually Senate employees during the previous year.

We believe that the Senate Ethics Committee should be respon-
sible for informing new employees about their filing obligation.



A committee staff member told us that he felt that it was up to
new emplcyees to know this. At our request, the Senate Disbursing
Office began notifying new employees compensated at a rate equal
to or greater than a GS-16 of their filing obligation; however,

an official of this office told us that it did not inform the
Senate Ethics Committee of these new appointments so that the
committee could monitor filing compliance by these individuals.

Designation of principal assistants

The intent behind designating principal assistants is to as-
sure that each Member has at least one employee filing a financial
disclosure report. The principal assistant should be someone in a
position to influence the legislative process. The House has ef-
fectively carried out the designation provision of the law; the
Senate has not.

Neither the House nor Senate has developed formal written cri-
teria that would help Members designate principal assistants. Cur-
rently, Members use their own criteria. Generally, this method has
worked out well. However, written criteria are needed to ensure
uniformity in the types of individuals who are designated to file
and to ensure that future designations are consistent with the in
tent of the law.

House designation of principal assistants
generally complies with the law

Most House Members appear to designate principal assistants
consistent with the intent of the law. House Members are appoint-
ing at least one staff employee to file a report. ORR records for
the 1980 filing year showed that 335 Members, who were required to
appoint principal assistants, identified 457 individuals to file.
Members are not limited to the number of persons they can desig-
nate to file.

Members appear to be appointing key individuals. Of the 422
principal assistants who filed, we believe (as a result of inter-
views with 97 individuals holding such positions) that approxi-
mately 351, or 83 percent, were susceptible to potential conflicts
of interest. The remaining individuals consisted of secretaries,
caseworkers, special assistants, and press aides and, in our judg-
ment, were not in positione susceptible to potential conflicts of
'interests. For example, one Member designated a staff assistant
whose salary ranked eighth in the office. We found that other indi-
viduals in that office, not required to file, were in better posi-
tions to influence the legislative process.

Senate has not implemented designation
of principal assistants

The Senate Ethics Committee does not notify Senators about
‘designating a principal assistant when they do not have a person
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equivalent to a GS-16 or above employed on their staffs. Accord-
ing to a committee staff member, the provision to designate is in
the filing instructions and he does not think it is the committee's
responsibility to notify Senators. We disagree, since the Senate
committee should be responsible for ensuring that the provisions of
the law are properly implemented. Furthermore, the committee staff
member said that most Members will have someone filing from their
offices because of Senate rule 41. This rule requires Senators

to designate a political fund designee to handle campaign funds.

Although political fund designees file the same disclosure
report as do employees who are compensated at or above the GS-16
rate of pay on May 15 of each year, they are not subject to the
law, in our opinion, because they file according to a Senate rule.
Also, many political fund designees are not in positions suscep-
tible to potential conflicts of interest. Of 92 political fund
designees who were compensated at less than the salary of a GS-16,
only 49, or 53 percent, were in occupational categories which we
believe were susceptible to potential conflicts of interest.

Eighteen Senators did not have at least a GS-16 equivalent
employed on their staffs and had not designated a principal assist-
ant. Considering the political fund designee filing requirement,
all Senators did have at least one person filing from their of-
fices. We believe, however, that the coverage provision of the
law was intended to require disclosure only by key officials--
those in a position to influence the legislative process--not by
those authorized to handle political contributions.

IDENTIFYING LEGISLATIVE BRANCH AGENCY EMPLOYEES

The law reguires that both the House and Senate Ethics Com-
mittees monitor reports filed by employees of legislative branch
agencies. The House Ethics Committee is responsible for reports
filed by employees of the Architect of the Capitol, Botanic
Gardens, Congressional Budget Office, Government Printing Office,
and Library of Congress. The Senate committee is responsible for
reports filed by GAO, the Office of Technology Assessment, Na-
tional Commission on Air Quality, and Office of the Attending
Physician. Both the House and Senate have requested that the
above agencies identify and provide them with a list of GS-16 em-
ployees. Neither committee verifies agencies' lists of required
filers.

TIMELY CANDIDATE IDENTIFICATION AND
FILING IS COMPLICATED BY AMENDMENT TO
THE FEDERAL ELECTION CAMPAIGN ACT (FECA)

On January 8, 1980, FECA was amended. The amendment changed
the definition of a candidate by requiring only those individuals
to register for election who had raised or spent more than $5,000.



Before the amendment, it was fairly easy to identify candidates
since any one who had registered with the Federal Election Commis-
sion, regardless of how much he/she spent or received, met the

definition of a candidate for the disclosure law. Officials of

the House and Senate offices of public records knew who had to

file because they received the candidates' election registration

forms. However, because of the amendment, an individual can pos-

sibly be considered a candidate under EGA but not under FECA.
The change complicates matters because the House and Senate can
no longer identify a candidate until he/she meets the $5,000
threshold or appears on a State ballot.

According to the disclosure law, a candidate must file a dis-
closure report within 30 days of becoming a candidate (regardless
of fund status), or on May 15, whichever is later. 1In no case,
however, may a candidate file less than 7 days before a primary
or general election. As a result of the FECA amendment, the
House ORR and Senate OPR can identify a candidate when hls/her
name shows up on a State ballot or when the candidate files a re-
port required by FECA. House and Senate officials told us that
after January 1980 they relied on State primary ballots to iden-
tify individuals who became candidates. This method, although
reasonable, may not allow candidates to file their reports within
the time frames specified by law.

PROCEDURES NEEDED TO IDENTIFY
INDIVIDUALS WHO CONTINUE TO BE
CANDIDATES IN NONELECTION YEARS

Section 101(d) of EGA generally requires candidates to file
disclosure reports for each year of their candidacy. Defeated
candidates need not file disclosure reports if they remain a can-
didate simply to pay outstanding debts from prior elections.
Neither the House nor the Senate office of public records can
readily identify such individuals who continue to be candidates
during the years after they lose an election. House and Senate
officials told us that all individuals must submit a statement of
candidacy within 15 days of attaining candidate status under FECA.
If candidates submit their statements as required, identifying
valid candidates (those seeking election as opposed to those pay-
ing outstanding debts) should not pose a prcklem. However, ac-
cording to officials of the House and Senate offices of public
records, candidates do not always submit their statement of can-
didacy to specify the election they seek.

While Senate OPR officials stated that they are not yet cer-
tain how they will identify an individual's candidacy, House ORR
officials told us that they will monitor the quarterly financial
reports (Report of Receipt and Disbursement--FEC No. 3). These
gquarterly reports require a candidate's campaign committee to re-
port receipts and disbursements from the candidate's campaign ac-
tivities. House ORR officials said that if an individual raises



or spends $5,000 or more for any purpose other than reducing
campaign debts, he/she will be considered a candidate for future
election and be required to file by May 15.

ADEQUACY OF THE "WHO-MUST-FILE"
COVERAGE OF THE LAW

As previously stated, the disclosure law was designed to re-
quire those who could influence the legislative process to file.
Although most individuals who filed in 1979 and 1980 appear to
meet this regquirement, we found that some who hold positions and
have duties similar to those filing do not file because they do
not meet the salary threshold specified for filing purposes.

we attempted to determine what congressional staff positions
are most subject to influencing the legislative process. We in-
terviewed 97 House and Senate congressional staff members to de-
termine their duties and responsibilities. On the basis of these
interviews, we judged that the positions of administrative assist-
ant, executive assistant, legislative assistants, and district ad-
ministrators/representatives as those most susceptible to potential
conflicts of interest. However, in view of the absence of specific
position descriptions, we cannot be certain that all similar posi-
tions, or the individuals who hold them, should be subject to the
disclosure filing requirements set forth in the law. Job titles
can be deceiving and may not in themselves be an indication that
an individual is susceptible to potential conflicts of interest.

Determining those congressional employees that are most able
to influence the legislative process is a subjective matter. For
this reason, we believe that the employing Member is best able to
determine the degree to which his/her employees are susceptible
to conflicts. Menbers should be given the discretion to identify
those employees who they feel should file disclosure reports, re-
gardless of whether the Members already employ an equivalent GS-16
or above staff member on their personal and/or committee staffs.

EFFECT OF CURRENT GS PAY LEVEL
ON LEGISLATIVE BRANCH DISCLOSURE

On October 1, 1980, the President approved a 9.ll-percent pay
raise for most white-collar Federal workers. This pay adjustment
sets the pay rate of a GS-16 employee at $52,247. However, the
basic rate of pay payable to employees at this rate is limited to
$50,112.

The change in the GS-16 pay schedule presents a problem for
the May 15, 1981, House filing requirement. Because of a House
Ethics Committee interpretative ruling, only an individual who is
compensated at the rate of pay of a GS-16 or above who meets the
salary criteria as of May 15 of each year is required to file.

To illustrate, although an individual may have been compensated



at the rate of pay of a GS-16 level employee ($47,889 before
October 1, 1980), if still employed on May 15, 1981, the individ-
ual would not have to file because the salary ceiling of $50,112
would prevent him/her from being compensated at the GS-16 rate of
$52,247. Therefore, under the ruling, individuals who were previ-
ously compensated at the GS-16 level would not be required to file
for the May 15, 1981, requirement.

The change in the GS-16 salary rate substantially reduces
the potential number of required filers from 407 to 82 for the
May 15, 1981, filing year. If this interpretation also applies
to the legislative branch agency employees, the majority of the
193 required filers identified by the House as of May 30, 1980,
will probably not be required to file.

We discussed this problem with a House Ethics Committee
staff member who told us that the staff plans to bring the matter
to the attention of committee members. This problem will not
arise in the Senate until 1982 because the Senate Ethics Commit-
tee requires all individuals who meet the service and salary
criteria of a GS-16 employee for any part of the preceding year
to file a report by the succeeding May 15, regardless of whether
the individual was compensated at the GS-16 rate on that date.

CONCLUSIONS

The need to establish an effective process to accurately
1dent1fy all individuals who have to file public disclosure re-
ports is critical if the intent of the law is to be met. Inade-
qguate implementation of the coverage provisions of the law af-
fects the credibility of the financial disclosure process. The
Senate Ethics Committee needs to improve its oversight to ensure
that new employees compensated at a rate of pay equal to or in
excess of a GS-16 are filing reports within 30 days of their em-
ployment and that Members designate principal assistants consis-
tent with the intent of the law. Designation criteria would as-
sist Members when appointing key principal assistants and could
ensure that all Members' future appointments are consistent with
the purpose of the law.

The Ethics Committees should periodically review legislative
agency compliance with the law to improve the effectiveness of
the overall disclosure process.

Identifying candidates and requiring them to file within time
frames stipulated in law are difficult assignments since candi-
dates do not have to register with the Federal Election Commission
unless they raise or spend more than $5,000. Additionally, both
the House and Senate offices of public records will have to ensure
that individuals who remain candidates in nonelection years are
identified and requested to file a report each year of their
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candidacy. Federal Election Commisgsion form No. 3 could be modi-
fied to allow individuals to show whether they still are a candi-
date for a future election.

Because of the escalating GS-16 rate of pay, the law eventu-
ally will have to be modified, either by reducing the salary thres-
hold to the pay ceiling in effect, lowering the GS pay level, or
setting the salary criteria at a certain specified pay level. Such
action will ensure that individuals in positions to influence the
legislative process will always have to file disclosure reports.

RECOMMENDATIONS

We recommend that the Chairmen of the House and Senate
Ethics Committees:

-~Develop formal written criteria to assist Members in desig-
nating principal assistants subject to potential conflicts
of interest.

--Periodically evaluate legislative branch agencies' identi-
fication-of filers (including experts and consultants).

We also recommend that the Chairman of the Senate Ethics
Committee:

--Monitor the appointment of new employee required to file
so that the committee can observe filing compliance for
these individuals.

--Notify Senators who must designate a principal assistant
when they do not have an employee equivalent to a GS-16 or
above on their staffs.

MATTERS FOR CONSIDERATION

The Chairmen of the House and Senate Ethics Committees
should consider:

~-Modifying the appropriate Federal Election Campaign forms,
in coordination with the Federal Election Commission, to
help the Senate and House offices of public records ensure
that all defeated candidates who remain candidates are
properly identified.

--Conforming the EGA definition of a candidate to that of
FECA and introducing the necessary legislation to do so.

--Amend the law to lower the required filing salary thres-
hold to the pay ceiling of $50,112, or some other speci-
fied pay level, to allow those individuals equivalent to
a GS-16 level who previously filed to continue to file.
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CHAPTER 3

FILING COMPLIANCE AND ETHICS COMMITTEES' COMPLIANCE

REVIEW OF DISCLOSURE REPORTS HAVE NOT BEEN EFFECTIVE

Effective public financial disclosure requires that all
individuals subject to the law file disclosure reports within
prescribed time frames and that their reports be complete and in
proper form. The House and Senate Ethics Committees are respon-
sible for determining whether financial disclosure reports are
accurate, complete, and filed within the allowed time.

Our review of the financial disclosure process shows that
filing compliance was a problem for 1979 and 1980 and that neither
the House nor the Senate Ethics Committee has an effective fol-
lowup system to correct the problem. In addition, the Ethics Com-~
mittees have not adequately reviewed disclosure reports or ensured
that individuals who were requested to correct their reports have
filed properly and promptly.

HOUSE AND SENATE FILING COMPLIANCE--
TOTAL COMPLIANCE HAS NOT BEEN ATTAINED

Many individuals identified as needing to file for the 1979
and 1980 filing years either failed to file a report-or filed
late. Both the Senate and House identified 2,440 required filers
as of October 17, 1979. Of these, 612, or 25 percent, filed late
or did not file at all. A similar pattern existed as of May 30,
1980. Of 3,242 individuals identified as required filers, 948,
or 29 percent, filed late or failed to file.

The Senate and House verified the status of some nonfilers--
primarily congressional employees--during July and August 1980.
They concluded that some of the employees were not required to
file because they were not employed on May 15, 1980, or, in the
case of some House employees, were not compensated at the rate
of a GS-16 or were not principal assistants on May 15, 1980.

The following tables present the status of Senate and House
filing compliance for the 1979 and 1980 filing years.
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Senate

Status of Individuals Identified as Required To
File a Financial Disclosure Report as of

May 30, 1980 (note a) October 17, 1979 (note a)
Total Filed Filed Non- Total Filed Filed Non-
filers on time late filers filers on time late filers
Members g/ 97 97 - - E/ 28 o8 - -
Senate
employees b/ 328 266 36 26 b/ 635 461 120 54
Legislative
branch
employees
(note c¢) 213 179 24 10 296 171 68 57
Candidates 168 65 28 75 g/ 55 6 13 36
Total 806 607 88 111 1,084 736 201 147

—————

a/These figures do not include any individual whose report due date was extended be-
yond May 15, 1980, or had not elapsed as of May 30, 1980.

b/These figures are based on data furnished by the Senate Disbursing Office.

c/Includes employees of the Office of Technology Assessment, GAC, National Commission
on Air Quality, and Office of the Attending Physician.

d/Includes 19 candidates that registered after August 3, 1979, and received a blanket
extension letter from the Senate Ethics Committee until the forms and instructions
for complying with the law became available.
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Members

House
employees

Legislative
branch
employees
(note e)

Candidates

Total

a/These figures
yond May 15,

House

Status of Individuals Identified as Required To

File a Financial Disclosure Report as of

May 30, 1980 (note a) October 17, 1979 (note a)
Total Filed Filed Non- Total Filed Filed Non-
filers on time late filers filers on time late filers

b/ 428 421 7 - g/ 439 428 11 -

g/ 859 738 48 c/ 73 b/ Q/ 561 440 65 56
193 175 11 g/ 7 203 178 16 9
956 353 263 340 153 46 69 38

2,436 1,687 329 420 1,356 1,092 161 103

do not include any indiviudal whose report due date was extended be-

1980, or had not elapsed as of May 30,

1980.

b/These figures are based on data furnished by the Clerk's ORR.

c/According to an ORR official, these individuals did not meet the filing requirement.

d/This figure does not include those individuals requlred to file due to being desig-

nated princip

al assistants.

e/Includes employees of the Library of Congress, Government Printing Office, Congres-

sional Budget

Office, Architect of the Capitol,

and Botanic Gardens.



Currently, no penalty exists for late filers. One way to
encourage timely filings would be for the committees to establish
a penalty for filing a report late. We believe a civil penalty
for late filing would encourage individuals to either file on
time or apply for an extension.

WEAKNESSES IN HOUSE AND SENATE PROCEDURES
FOR MONITORING FILING COMPLIANCE

We found that neither the House nor Senate Ethics Committee
has established a well-defined and documented system that would
monitor reports by filing due dates. Neither Ethics Committee
has adequately taken the necessary action to obtain reports from
all nonfilers. In cases where the committees have pursued non-
filers, actions frequently were not timely.

Senate Ethics Committee needs
to develop a followup system
that assures timely compliance

The Senate OPR receives disclosure reports as they are filed
and provides the Senate Ethics Committee with information on filer
compliance status upon request. OPR officials informed us that
they on occasion provide the committee with a list of nonfilers;
however, the committee has never established a requirement that
OPR regularly provide information on filing compliance. Because
of the lack of such a requirement, the committee does not take
timely action against nonfilers. We found that the lists of non-
filers provided to the committee contained names of individuals,
some of which had been delinquent for a month.

To illustrate, the table on page 13 shows that 28 candidates
filed late and 75 did not file a report as of May 30, 1980. The
Senate committee did not immediately followup to ensure timely
compliance. As of August 15, 1980, the committee had not sent dun-
ning letters to candidate nonfilers because it had not yet identi-
fied them nor requested a list of candidate nonfilers from OPR.
Furthermore, we identified 12 candidates who met the 30-day filing
requirement and were required to file reports during May 17, 1980,
through June 11, 1980. However, OPR referred only one of these 12
candidates on August 20, 1980, to the committee for followup ac-
tion. The first followup action by the committee to obtain com-
pliance from the 75 candidate nonfilers did not occur until
October 28, 1980, and included only 2 of the 75 candidates who
did not file as of May 30, 1980.

We also found that 26 Senate employees did not file reports
as of May 30, 1980. However, it was not until July 30, 1980,
that the committee staff determined that seven of these employees
did not have to file because they were not employed as of May 15,
1980. A staff member told us that, excluding 5 employees who
filed on or before June 19, 1980, the remaining 14 individuals
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were valid nonfilers. These individuals were notified by the
committee of their obligation and that nonfiling would provide a
basis to refer their names to the Attorney General. A committee
staff member informed us that, excluding one individual who was
hospitalized, all Senate employees had filed reports as of August
1980. However, we found that as of November 26, 1980, 2 of the
26 Senate employees had not yet filed.

In addition, OPR records showed that 10 legislative branch
agency employees had not filed disclosure reports as of August 15,
1980. We brought this to the attention of a Senate committee
staff member who was not aware of this situation. No action had
been taken to verify whether the employees were required to file
or whether they had in fact filed as of that date.

During 1979 little was done to seek compliance from non-
filers. Although, we were told by committee staff members that
the committee sent two followup letters to Senate employee non-
filers to remind them of their filing obligation, no action was
taken against other nonfilers.

House Ethics Committee also needs
to establish procedures that ensure
timely compliance

The House Ethics Committee did not monitor, in a timely
manner, the status of late filers for 1979 and 1980 nor did it
adequately attempt to secure filings from all required individ-
vals. Although ORR sends a first delinquent notice to nonfilers,
committee staff informed us that they have no procedures to as-
sure prompt followup action by the committee after the delinquency
notice is sent. The earliest committee followup occurred for
House employees during August 1980, approximately 3 months after
ORR notified individuals that they were required to file a disclo-
sure report.

Additionally, we found that in 1980 the House Ethics Commit-
tee did not require candidates who lost a primary election to
file a disclosure report. However, there is no statutory basis
for excusing these individuals from filing. The committee iden-
tified 89 candidates who lost congressional primaries as of
July 29, 1980, A committee staff member told us that these can-
didates would not be required to comply with the statutory filing
requirement.

According to an ORR official, during 1979, dunning letters
were sent to all nonfilers. In addition, committee staff told us
that it sent followup letters to candidates who did not comply
with the filing requirement. However, according to a committee
staff member, none of these candidates filed a report and no
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further committee action was taken to seek compliance. In ad
tion, we found that 65 House employees and legislative branch
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agency employees had not filed disclosure reports. (See p. 14.)
An ORR report, dated January 4, 1980, showed that, except for
nine individuals, the same individuals still had not complied
with the filing requirement. According to ORR and House commit-
tee staff members, no additional followup was taken to verify
the filing status of these individuals or to seek compliance.

COORDINATING INFORMATION NEEDS BETWEEN
THE HOUSE COMMITTEE AND ORR CAN
IMPROVE COMPLIANCE MONITORING

The law specifically requires the House Ethics Committee to
monitor filing compliance. Monitoring compliance requires that
the committee have the necessary information and/or reports to
identify filers, filing due dates, and the extent of filing com-~
pliance.

We did not find a clear statement of duties between ORR and
the House committee. The House committee has not communicated
its information needs to ORR so that the committee can effectively
monitor filing compliance. Although it receives some information
from ORR, the committee needs more information to determine who
must file, the report due dates, and the reasons for changing the
list of identified filers.

Currently, ORR monitors report due dates and notifies non-
filers of their filing obligation within 10 days after their re-
port due dates expire. ORR sends copies of the dunning notices
to the House committee to inform it of those individuals who have
not filed. In addition, ORR provides the committee weekly with
a master list of all individuals required to file. However, this
list does not show each individual's filing status or report due
date.

We believe that precise delineation of responsibilities be-
tween the House Ethics Committee and ORR would improve monitoring
of filing compliance. Such a delineation should include a clear
statement of the information needed by both organizations to
carry out their duties. Because ORR has access to the needed in-
formation and has at its disposal the availability of computer
support, it should be responsible for keeping the necessary
records on individual filing status. In addition, information on
filers' status and report due dates should be reported regularly
to the House committee so that it can follow up on nonfilers
promptly.

HOUSE AND SENATE ETHICS COMMITTEES'
COMPLIANCE REVIEW OF DISCLOSURE
REPORTS NEEDS TO BE IMPROVED

We found that neither the House nor the Senate Ethics Commit-
tee is effectively reviewing public financial disclosure reports.
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Also, the House committee has not established a system that moni-
tors whether all individuals requested to amend their reports
have properly and promptly done so. Although the Senate commit-
tee established a followup system during 1980, it has not effec-
tively used it to determine if amended reports are filed promptly.

To determine the adequacy of the committees' review process,
we reviewed reports filed with ORR and OPR as of October 17, 1979,
and reports filed with OPR as of May 30, 1980, using the commit-
tees' review criteria. The committees' general criteria are to
direct an individual to correct his/her disclosure report if

-~the report is not signed,

--an item is incorrectly reported (for example, a holding is
reported but the corresponding category value is not dis-
closed and the evaluation method described), or

--an item is omitted in one section and properly disclosed
in another (for example, unearned income has been disclosed
but the corresponding holding is not).

House Ethics Committee's controls
over amendments are 1nadequate

House committee staff members told us that they had reviewed
all reports for the 1979 and 1980 filing years for completeness
and accuracy. However, the committee had no specific written
guidelines for reviewing reports. Also, the committee staff did
not keep records that identify those individuals directed to amend
their reports nor could the staff assure us that all amendments
had been filed as directed.

We found that 1,253 individuals had filed financial disclo-
sure reports with ORR as of October 17, 1979, all of which, we

~ were told, were reviewed by the House committee for accuracy and

completeness. The majority of individuals whose reports were
found to contain errors were notified by telephone to correct
their reports. We randomly selected 218 of the 1,253 reports to
review. Using the committee's criteria, we found that 93 reports,
or approximately 43 percent of the reports reviewed, contained
one or more errors, such as:

--Income but no corresponding asset was reported.
-~-Asset but no corresponding income was reported.
--Creditors were not identified.

--Assets reported under the income and holding sections of
the report were not itemized.
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On the basis of our work, we believe that approximately one-
third of the 1,253 reports filed contained at least one error or
omission. Only 7 of the 93 reports reviewed had been amended.
Although 156 amendments to the reports were filed as of October
17, 1979, we did not determine which amendments had been filed
at the direction of the committee's staff from those filed volun-
tarily. The House committee's report review procedures did not
improve for the 1980 filing year, and control records of individ-
uals directed to amend their reports were still absent. As a re-
sult, we did not review the 1980 filings for accuracy and com-
pleteness.

The reports we identified as containing errors could have
also been identified by the committee staff as containing errors.
Therefore, without knowing which individuals were requested by
the committee staff to amend their reports, we did not evaluate
the effectiveness of the committee's report review process for
either year.

Senate Ethics Committee's
review process is inadequate

A Senate committee staff member told us that all reports
filed during 1979 and 1980 had been reviewed for completeness and
accuracy. Criteria used for determining whether a report was com-
plete and accurate were the same as those used by the House com-
mittee. As was the case with the House committee, no specific
written guidelines existed that outlined the disclosure elements
the committee considers important in determining if a report is
complete and in proper form. However, a staff memorandum, dated
May 20, 1980, instructed reviewers to review each report for
apparent compliance with the provisions of the law and the Senate
committee's instruction booklet. Additionally, the memorandum
directed that a recordkeeping system be kept to show those re-
ports in which an error and/or omission was discovered. The memo-
randum further stated that when a corrected or amended report is
received, it be returned to the original reviewer to determine if
the error was corrected and/or omission properly disclosed.

The Senate committee's 1980 procedures for reviewing reports
and requesting amended reports were the same as those used in
1979, except that during 1979, no system existed to determine
whether inaccurately completed reports were being amended as re-
quested by the committee. When an error was noted, the committee
advised the filing individual of the error by letter, along with
a copy of the report section containing the error. The individual
was directed to correct the report section and return it to the
committee.

To evaluate the effectiveness of the committee's report re-

view process, we randomly selected reports filed with the Senate
in calendar years 1979 and 1980. For calendar year 1979, 341
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financial disclosure reports had been filed with the committee.
These excluded reports filed by Senate employees since, at the
time we made the review, the Senate committee did not have a list
of individuals who had been employed by the Senate and paid at

the rate of a GS-16 for 60 days during 1978. We randomly selected
86 of the 341 reports filed (approximately 25%) for review. We
found that 61 reports (71%) contained at least one inaccuracy or
omission. Therefore, on the basis of our review, we believe that
more than one-half of the 341 reports reviewed by the committee
contained at least one error or omission. Of the 86 reports re-
viewed, only two individuals had been requested by the committee
to amend their reports, and only one had actually filed an amended
report.

For calendar year 1980, 699 reports had been filed with the
Senate committee. The committee, as of August 13, 1980, had iden-
tified at least one error or omission in 113 of 699 reports filed
as of June 13, 1980. We randomly selected 115 of the 586 remain-
ing reports to review for completeness and accuracy. Our review
disclosed that 42 reports, or 37 percent of the 115 reports re-
viewed, contained at least one error. We believe that approxi-
mately one-fourth of the 586 reports previously reviewed and found
to contain no errors by the committee contained at least one error
or omission.

We believe the Senate committee needs to place greater empha-
sis on its followup of requests for amendments. During 1979, the
committee had not established a system that would monitor whether
all individuals who were requested to amend their reports had
properly done so. To illustrate, as of December 7, 1979, we iden-
tified 268 individuals who were requested by the Senate committee
to amend their reports, however, 92, or 34 percent, had not yet
done so.

As of August 13, 1980, we found that 43, or 38 percent of
the 113 individuals who were notified to amend their reports, did
not file amended reports. However, committee staff informed us
that in 1980 it began to seek compliance from those individuals
whose reports contained some type of error. We found that, ex-
cluding 2 of the remaining 43 cases, no followup actions were
taken. Furthermore, we noted that the Senate committee had not
established a deadline for the filing of an amendment.

CONCLUSIONS

Effective public financial disclosure requires that all indi-
viduals subject to the law file disclosure reports within pre-
scribed time frames and that their reports be complete and in
proper form. The system for monitoring compliance should include
formal procedures that specify when timely followup actions should

whether all individuals who are requested to correct their reports
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have properly and promptly done so. If the public is to success-
fully review the performance of public officials in view of their
financial holdings and interests, they must be confident that all
reports have been filed and contain complete and accurate informa-
tion.

Both the House and Senate Ethics Committees need to improve
their systems for monitoring the filing of reports. Formal guide-
lines specifying the duties of organizations involved and the in-
formation they need to provide would help improve their existing
systems. Imposing a civil penalty for late filings could encour-
age individuals to file their reports within the required dead-
lines. This would require an amendment to the law. Penalties
imposed by House or Senate rules may not be entirely effective
since neither the House nor Senate has legal jurisdiction over
candidates and legislative branch agency employees. Also, both
committees need to improve the quality of their reviews of disclo-
sure reports. We believe their reviews would be more effective
if written procedures outlined the critical elements that should
be given special attention. Proper follow up to ensure that an
individual promptly files an amended report is also essential.
Review without compliance is meaningless and has a negative impact
on the credibility of the disclosure process.

RECOMMENDATIONS

We recommend that the Chairmen of the House and Senate
Ethics Committees:

~--Inform the House and Senate support organizations of the
information needed to monitor filing compliance and specify
the frequency when such information is needed.

--Regularly monitor all nonfilers and establish a policy
that specifies the actions that should be taken against
nonfilers.

-~Develop detailed guidelines to assist committee staff when
reviewing reports for completeness and accuracy.

-—Require all candidates, including candidates who lose a
primary election, to promptly file disclosure reports.

We also recommend that the Chairman of the House Ethics
Committee establish:

--A system that will monitor requests for and receipts of
amended reports.

~--Time frames for when an amended report should be filed.
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Further, we recommend that the Chairman of the Senate Ethics
Committee, follow up to ensure that individuals requested to amend
their reports comply in a timely fashion. |

MATTER FOR CONSIDERATION

If individuals continue to file late, after appropriate com-
mittee action, then the Chairmen of the House and Senate Ethics
Committees should consider whether the law should be amended to
impose a civil penalty to discourage late filing.
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CHAPTER 4

HOUSE AND SENATE ETHICS COMMITTEES NEED TO

AGGRESSIVELY ENFORCE THE FILING PROVISIONS OF TITLE I

Strict enforcement is an essential element that can help en-
sure the effectiveness and credibility of any financial disclosure
system. Section 106 of title I authorizes the Attorney General
to bring a civil action against an individual who knowingly and
willfully falsifies or fails to file or report information that
he/she is required to report under section 102 of the law--Con-
tents of Reports. Violators of the law can be assessed a civil
penalty of up to $5,000.

Although the Attorney General may enforce the law, the law
does not specifically state who should take the initiative to
identify those legislative branch individuals who violated filing
requirements. Comparable enforcement provisions contained in
other titles of the law assign this responsibility to the organi-
zations responsible for administering the statute's disclosure
requirements.

Although House and Senate records applicable to the 1979 and
1980 disclosure filings showed that there were several instances
of noncompliance with filing requirements of the law, little or no
action was taken by either Ethics Committee to enforce compliance.

HOUSE ETHICS COMMITTEE NOT
ACTIVELY ENFORCING NONCOMPLIANCE

The House Ethics Committee is not taking followup action to
enforce the filing requirements of the law.

Committee staff members told us that they have not referred
any nonfilers to the Attorney General for prosecution because the
committee lacks the authority to refer such cases without the
full support of House Members. Although original drafts of the
legislative disclosure law contained language authorizing the
Ethics Committees to refer violations of the filing requirement
directly to the Attorney General, committee staff members told us
that the language of the bill was inconsistent with House rule X,
clause 4(e)(1l), and therefore, deleted in subsequent legislative
versions.

Rule X of the Standing Rules of the House states that:
"The Committee on Standards of Official Conduct is
authorized * * * (c) to report to the appropriate

Federal or State authorities, with the approval of
the House, any substantial violation, by a Member,
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officer, or employee of the House, of any law ap-
wal @ el l s . -~ AL Y e Arrd 3 Yo
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discharge of his respon81b111t1es which may have
been disclosed in a Committee investigation * * *."

Committee staff members told us that the matter of nonfilers
has not been brought to the attention of the full committee.
Furthermore, according to staff members, change in the House rules
would be necessary for the committee to refer individuals directly
to the Justice Department without the full vote of the House.

On the basis of House records, we found that, as of October
17, 1979, 103 individuals did not file disclosure reports within
the prescribed filing deadlines contained in the law. Of this
total, 56 were House employees, 38 were congressional candidates,
and 9 were employees of other legislative branch agencies. As of
January 4, 1980, with minor exceptions, these same individuals

had not yn-l- fil1lad Aierclngnira rannrte Q1m1 larly Hounge records
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for the 1980 disclosure year show that as of May 30, 1980, 420 in-
dividuals did not file a disclosure report. Of this total, 340
were congressional candidates, 73 were House employees, and 7
were employees of other legislative branch agencies. House Ethics
Committee and ORR staff members told us that the filing status of
the 73 House employees and 7 legislative branch employees was re-
solved and that, excluding candidates, all individuals required
to file a report have in fact done so. However, no enforcement

initiative was taken at the time we completed our work.

SENATE ETHICS COMMITTEE BEGINNING
TO TAKE ENFORCEMENT ACTIONS

Until late June 1980 the Senate Ethics Committee had not
been seeking enforcement of the law for those individuals who did
not file disclosure reports. Unlike the House committee, the
Senate committee does not need the approval of the Senate member-
ship before it can refer an employee or Member to the proper Fed-
eral/State authorities for a v1olat10n of law. The committee has
the authority to report, by a majority vote, known violation of

law directly to the proper authorities.

According to Senate records, as of October 17, 1979, 147 in-
dividuals did not file by the filing deadline contained in the
law. Of this total, 54 were Senate employees, 36 were congres-
sional candidates, and 57 were legislative branch employees. As
of May 30, 1980, 111 individuals--75 congressional candidates,

26 Senate employees, and 10 legislative branch employees--did not
file disclosure reports within deadlines prescribed for the 1980
filing year.

Senate committee staff members told us that some delinquent

Senate employees have filed reports for 1980, and in the other
cases, letters were sent out advising nonfiling employees of
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planned committee action to refer their names to the Attorney
General. As of August 1980, our review of Senate records showed
that, excluding two individuals, all Senate employees had filed
for 1980. However, no letters to congressional candidates or leg-
islative branch employees were sent out at the time we completed
our work.

Although a committee staff member told us that no individual
was referred to the Attorney General in the past for not filing a
disclosure report, the committee leadership now plans to period-
ically advise the Justice Department of those individuals who
have not filed disclosure reports as required by law. Committee
staff members also told us that earlier referrals were not made
because the committee felt that the enforcement initiative, as
stated in section 106 of the law, was the responsibility of the
Justice Department. We disagree, since the Ethics Committees,
not the Attorney General, are in the best position to identify
nonfilers.

DEPARTMENT OF JUSTICE ENFORCEMENT ACTIVITY

At the time of our study, only two individuals had been re-
ferred to the Attorney General for enforcement. This referral
was initiated by a senatorial candidate seeking election in the
State of Pennsylvania. The referral involved a complaint that
two other candidates, seeking election in the same State, did not
file disclosure reports as required by the law. Justice offi-
cials told us that the Department asked the Senate Ethics Commit-
tee on April 30, 1980, to provide its views on whether there had
been a violation and what actions, if any, would be appropriate.
This was done; however, both of the senatorial candidates later
filed disclosure reports.

Justice officials told us that it is not their responsibil-
ity to take the initiative to identify the individuals who do not
comply with the requirements of the law. Justice officials be-
lieve that the committees are the best source for identifying
those who do not file. The Justice Department's intent, we were
told, is to actively pursue all cases where a referral or com-
plaint has been received alleging that violations of the law have
occurred. Justice officials told us, however, that if names were
referred to the Attorney General, in all probability, prosecution
of these cases would not receive high priority, since no funds
have been allocated for the prosecution of cases referred under
section 106 of the EGA. Because referrals of violations have
been almost nonexistent, a Justice official told us that no spe-
cial unit has been created solely to handle complaints on the
disclosure law. Further, the Justice official said that if such
a demand were to exist, the Department would take the necessary
steps to successfully fulfill its responsibilities under section
106 of the law.
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CONCLUSIONS

The lack of an active enforcement program can seriously af-
fect the credibility of the legislative branch disclosure process.
Both the Senate and the House committees have failed to take the
lead in enforcing the provisions of the law. Although the law is
void of specific language, we believe that the committees have
the responsibility and are in the best position to refer cases to
the Attorney General. Although the Senate committee has taken
some action against employee nonfilers, it needs to do more.

RECOMMENDATIONS

We recommend that the Chairman of the Senate Ethics Committee
assume the enforcement initiative, after sending the proper dun-
ning notices to delinquent filers, by referring to the Attorney
General, in a timely fashion, all individuals who have failed to
file disclosure reports.

We also recommend that the Chairman of the House Ethics Com-
mittee, jafter sending the proper dunning notices to delinquent
filers, refer nonfilers to the House Members for decision to re-
fer them to the Attorney General.
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CHAPTER 5

AUDITS OF FINANCIAL DISCLOSURE REPORTS--A

NECESSARY ACTIVITY TO ENSURE THE INTEGRITY

OF THE CONGRESSIONAL DISCLOSURE SYSTEM

While effective management of the disclosure process by the
House and Senate Ethics Committees can help restore public confi-
dence in Government, the public is the ultimate judge to whether
public financial disclosure can accomplish this end. The public
must be assured that the information contained in the public fi-
nancial disclosure reports is complete and accurate. We believe
that random audits of financial disclosure reports can provide
this assurance to the public.

Audits conducted by us under former Senate rule 42, (S. Res.
110) revealed that public disclosure reports frequently contained
errors and omissions. (See app. III.) According to some members
of the Senate Ethics Committee, however, the omissions and inac-
curacies surfaced by our prior audits were not considered signifi-
cant in view of the expense and time involved. Despite this con-
cern, we believe that audits of disclosure reports are necessary.

HISTORICAL DEVELOPMENT OF THE NEED
FOR RANDOM AUDITS OF DISCLOSURE REPORTS

The need for random audits of public financial disclosure re-
ports first surfaced as an issue during the 94th Congress. During
this Congress, Senate bill 495, "Watergate Reorganization and Re-
form Act of 1976," was introduced. This bill, among other things,
proposed the establishment of public financial disclosure require-
ments for high-level officials of the three branches of Government
and contained a provision that random audits be conducted of not
more than 5 percent of the disclosure reports filed. 1In addition,
audits were required of at least one report filed by each Member
of the Senate and House during each 6-year period. The purpose
of the audits, as initially envisioned, was to determine whether
the information contained in the disclosure reports was complete
and accurate.

Senator Roth of the Senate Committee on Governmental Affairs,
during consideration of S. 495, introduced the provision requiring
the Comptroller General to make spotcheck audits of financial dis-
closure reports. During the July 21, 1976, Senate floor debate,
Senator Roth indicated the need for audits by stating:
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“I have long held that financial disclosure without
auditing is a paper tiger. The kind of person who
would accept bribes or extort payments is not going
to hesitate to falsify the financial information he
is required under the bill to disclose. Without
any audit, there would be little to deter him from
falsifying, and it would be almost impossible to
catch him. My amendment will put some teeth into
the law. Just as spotcheck IRS audits help prevent
falgification of tax returns, audits by the Comp-
troller General of financial disclosure information
will help insure that the information provided is
accurate, complete, and honest. All high ranking
public officials, including the President, Vice
President, and Members of Congress, the Cabinet,
and the Supreme Court, would know that their state-
ments might be checked.

“Without an audit procedure, public financial dis-
closure would only give the appearance of a check

on CO‘L“L‘u‘pt.J.UH, not a real check. Whatever sense of
confidence it gives the public and press would be a
false sense of confidence. In a period of wide-

spread disillusionment with government, it is essen-
tial to insure that the reforms we adopt are real
and effective reformsg * * *_ "

Since the Senate adoption of S. 495 (July 21, 1976), several

other public financial disclosure bills (see app. IV) were intro-
duced with provisions for periodic random audits of financial

discl

osure reports. Of all of the bills that were introduced

during the 95th Congress, only one of these, S. 555, Public Offi-
cials Integrity Act of 1977 (the successor to S. 495) was approved
by the Senate (June 27, 1977) and contained the requirement for
random audits of disclosure reports.

Members and employees. Senate Resolution 110, as it was known,
was adopted by the Senate on April 1, 1977, and included the re-
quirement for annual public disclosure and random audits. How-

ever,

as disclosure legislation progressed in the House, the need

for a random audit provision was later determined to be unneces-

sary
7401,

and was dropped during the House's consideration of H.R.
Legislative Branch Disclosure Act of 1977.

On August 3, 1979, the Senate adopted Senate Resolution 220

which repealed Senate rule 42 and substituted that rule with the
provisions of title I of the Ethics in Government Act (currently

rule

34). This resolution conformed the Senate public disclosure

requirements with that set forth in the ethics law and established

28



uniform disclosure requirements for all three branches of Govern-
ment. This resolution eliminated the requirement for random
audits.

ADVANTAGES AND DISADVANTAGES
OF DISCLOSURE REPORT AUDITS

Audits can provide a significant mechanism to assure the
public that public financial disclosure reports are accurate,
thorough, and complete. 1In addition, audits for completeness
and accuracy may motivate reporting individuals to properly dis-
close the necessary information in accordance with the public
financial disclosure provisions set forth in the law. We believe
a reporting individual may exercise more caution and care when
completing his/her disclosure report if the possibility exists
of being randomly selected for an audit.

Audits can also provide a very useful service to the House
and Senate Ethics Committees. Audit results can highlight whether
recurring improprieties might be the result of ambiguous disclo-
sure instructions or poorly designed disclosure forms. On the
basis of these indications, modifications to the disclosure forms
and/or instructions could result in more accurate and complete
reporting. In addition, improvement in the disclosure forms and
instructions can reduce requests for financial disclosure assist-
ance by reporting individuals.

More important, however, audits can disclose omissions which
may cause the public or the reviewing Ethics Committees to further
examine whether reason(s) exists to question wrongdoing or whether
there has been a violation of law, rule, or conflict of interest
regulation. Without an audit, neither the public nor the House
and Senate Ethics Committees can be certain that all reports have
been accurately and completely filed and whether omissions exist.
Furthermore, the results of audits can substantiate the credibil-
ity of those in public trust positions.

The House Select Committee on Ethics (now the House Commit-
tee on Standards of Official Conduct), during its consideration
of H.R. 7401, the Legislative Branch Disclosure Act, rejected the
need for audits primarily because it concluded that such audits
were unworkable, meaningless, and basically unnecessary. The com-
mittee based its conclusion on June 1977 testimony which cited
that:

--Lack of adequate records and supporting detail could weaken
the quality of audits.

--Where supporting data was inadequate, the finding would
necessarily be significantly qualified so that the report
would be of little or no value, thereby creating a nega-
tive impact on public confidence. Conversely, overlooking
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gqualifying remarks might lead to unmerited credibility of
one's financial affairs simply because an audit was per-
formed.

--Audits may subject reporting individuals' friends and re-
latives to an unreasonable invasion of privacy or overly
burdensome requirements.

~-~Audits were basically unnecessary in view of the public
availability of reports, civil sanctions contained in the
law, and the Ethics Committees' compliance review proce-
dures.

--Audits would require a substantial investment of time and
money .

Oon the basis of our audit experience under former rule 42,
we found that the only valid concern relates to the costs of
audits. Our views on this matter and public availability are
discussed below.

Public availability of disclosure
reports, civil sanctions, and Ethics
Committees’' compliance review procedures
do not negate the need for audits

Publicly available disclosure reports, civil sanctions, and
the supervising ethics offices' compliance review procedures do
not negate the need for random audits. During our work, we found
that (1) the Ethics Committees' reviews of the reports filed were
not always complete and, even if complete, such reviews could not
detect holding omissions, (2) enforcement of filing requirements
through the use of civil sanctions was virtually nonexistent, and
(3) neither the House nor Senate Ethics Committee had received
any complaints alleging that omissions or inaccuracies existed in
a public financial disclosure report(s).

As discussed in chapter 3, our work revealed that the Ethics
Committees were not adequately reviewing the reports to determine
whether they were complete and in proper form. Reviews are lim-
ited to the information disclosed on the report, and as a result,
cannot detect omissions of financial holdings or interests.
Further, review of an individual's financial affairs generally is
necessary to ensure that all financial items have been reported.

While in concept the use of sanctions can aid in deterring
individuals from concealing the disclosure of financial interests
and holdings, the use of sanctions has been virtually nonexistent.
(see ch. 4.) Also, before enforcement can be effective, the
Ethics Committees must have a way to identify the financial omis-
sions--something that the committees cannot do now.
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In addition, since the start of congressional public finan-
cial disclosure, the public has made no allegations to the Ethics
Committees that a public financial disclosure report was not com-
plete and accurate. This is in contrast to our audits made under
former Senate rule 42 which showed that numerous inaccuracies and
omissions existed in Members' and congressional employees' public
disclosure reports.

Investment of resources required by audits

Audits of finanical disclosure reports undoubtedly require
an investment of time and money, however, the amount of invest-
ment will vary depending on the number of audits conducted and
the extensiveness of the audits' scope.

To illustrate, we estimate that it cost $380,000, or an
average of $3,800 per audit, to conduct 100 audits under former
Senate rule 42 during 1978-79. These audits entailed a complete
examination of all the disclosure categories required to be re-
ported as well as an examination of every financial interest and
holding disclosed by the reporting individual. The audits also
entailed an examination of individuals' Federal income tax re-
turns, bank records, trust holdings, and other documentation
supporting the individuals' financial interests. We also inde-
pendently confirmed individuals' interests with their brokers,
accountants, attorneys, and banks.

Audits conducted under former Senate rule 42 revealed that
both Senators' and employees' financial disclosure reports gener-
ally were not complete or accurate. Whether the omissions and
inaccuracies found during our audits could be attributed to Mem-
ber/employee error or oversight or whether the omissions were
intentional could not be determined. (App. III analyzes the
results of our audits.)

We did not determine the significance of inaccuracies and
omissions found in our audits. Our responsibility was to deter-
mine whether the disclosure reports were complete and accurate
and not whether information disclosed or found improper during
the course of our audits indicated a conflict or appearance of
a conflict of interest or improper ethical behavior. We believe,
however, that some of the omissions found during our prior audits
are relevant information for determining if potential conflicts
of interest exist.

Regarding the significance of our audit findings, we asked
Senate committee staff members whether they investigated the find-
ings produced by audits. They told us that, although they had re-
viewed all 100 audit reports, they had made no further inquiries
of Members or employees regarding omissions or inaccuracies found
in their reports. Committee staff members felt that because
items were not completely reported, no sufficient basis existed
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to further investigate audit findings. The staff members believe
that it is the public's responsibility to review disclosure re-
ports to detect wrongdoing or unethical behavior.

Appendix V discusses in more detail the scope of audits and
addresses other issues which should be considered if audits are
implemented.

FILERS' AND DISCLOSURE REPORT
USERS' OPINIONS OF THE NEED
FOR AN AUDIT REQUIREMENT

Excluding the majority of filers, disclosure report users
felt that regularly scheduled random audits for completeness and
accuracy should be conducted. A series of questions about the
need for confidential random audits showed that nearly 76 percent
of report users favored such a requirement, while only between 30
and 42 percent of the responding filers favored audits. Of those
filers who desired audits, House Members, congressional candidates,
and legislative branch agency employees felt the strongest about
the need to implement systematic audits. Report users were more
concerned about the need for audits of Members' and candidates'’
reports, although, more than a majority of filers indicated that
the audit requirement should apply to all individuals who are
subject to the law.

Of those who felt that an audit requirement should be part
of the legislative branch disclosure system, most respondents
felt that GAO would be the most suitable agency to perform these
audits, although the frequency of responses varied substantially
from 32 percent (House Members) to 75 percent (Senate employees).
Filers, and report users to a lesser extent, also thought that
either an accounting firm or the Ethics Committees themselves
should be responsible for performing the audits.

Users and congressional candidates felt that the results of
individuals' audits should be made public, while less than half
of the responding Members felt that such publicity was a good
idea. However, House Members agreed to publicity more so than
did Senate Members. Also, both House and Senate Members indi-
cated that if their staff were audited, the results should be
made available to them, the appropriate Ethics Committee, and
the person who was audited.

Those respondents who did not believe that audits should be
conducted were asked to give their reasons. The reasons most
frequently given by congressional and legislative branch employ-
ees, candidates, and report users were that such audits would
invade privacy and be too costly to conduct. In addition, many
House Members indicated that audits were not needed in view of
public disclosure. Senate Members also perceived that audits
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were not needed. (Table 15 in app. I provides responses we re-
ceived to our questions regarding the need for audits of disclo-
sure reports.)

Responses from Ethics officials from States where public
financial disclosure has been enacted indicated that systematic
random audits were not conducted and no plans were being made to
implement such a requirement.

CONCLUSIONS

On the basis of our prior audit experience and because
neither the public nor the supervising Ethics Committees can de-
termine whether disclosure reports are complete and accurate, the
Congress should institute an audit requirement. Unless random
audits are made, the public can not be assured that the informa-
tion it is reviewing is complete. Complete disclosure of finan-
cial holdings is essential if the public is to have confidence in
Government officials. Without audits, the accuracy and complete-
ness of financial disclosure reports cannot be effectively
monitored.

RECOMMENDATIONS

We recommend that the Congress institute the requirement for
random audits of financial disclosure reports. If the Congress
elects to subject only Members of Congress and congressional em-
ployees to an audit requirement, both the House and Senate should
adopt an appropriate rule. If the audit requirement also applies
to legislative branch agency employees and congressional candi-
dates the law will have to be amended to require compliance by
these individuals. (See p. 143 of app. V.)

We further recommend that, if audits are made an integral
part of the congressional disclosure process, the Chairmen of the
supervising Ethics Committees should develop procedures to ensure
that amendments to disclosure reports, required as a result of
audits, are made promptly and included with the individual's
original financial report. (See p. 143.)
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CHAPTER 6

BLIND TRUST APPROVALS SHOULD COMPLY WITH THE LAW

Section 102(e)(2) of the law provides that a reporting indi-
vidual need not report the holdings of or the source of income
from the holdings of a qualified blind trust. We found that both
the House and Senate Ethics Committees have approved trust ar-
-rangements where some of the trust instruments and trustees did
not appear to meet the trust standards in the law. We also found
that neither committee monitors the administration of a qualified
blind trust after it has been aprroved to see that it remains
blind and that the necessary documents are publicly available
when assets of the trusts have been disposed of or transferred
into the trust.

ETHICS COMMITTEES SHOULD APPROVE
ONLY TRUSTS THAT MEET THE SPIRIT
AND INTENT OF THE LAW

The purpose of a blind trust is to permit an individual to
transfer property to an independent trustee as a means of avoid-
ing the potential for conflicts of interest. To qualify as a -
blind trust under the law, both the trust instrument and its
trustee(s) must meet prescribed standards (see section 102(e) of
the law, app. I1I) and must be approved by either the House or the
Senate Ethics Committee. These standards pertain to the required
trust provisions and the administration of the trust, the nature
and extent of communication allowable between the trustee and in-
terested parties, and determining the independence of the trustee.
The law assigns to the House and Senate Ethics Committees the re-
sponsibility for approving qualified blind trusts; that is, deter-
mining whether a proposed trust instrument meets the prescribed
standards and whether the trustee meets the independence tests
set forth in sections 102(e)(3).

our review of approved gqualified klind trust documents shows
that some of the trust instruments and trustees do not appear to
meet the law's standards. Also, neither committee has established
a system for monitoring the administration of a qualified blind
trust after it has been approved to see that it remains blind and
that the necessary documents are publicly available when assets
of the trusts have been disposed of or transferred into the trust.

While the law is void of any language that requires the com-
mittees to periodically monitor qualified blind trusts once they
are approved, a periodic review of the status of approved trusts
to determine whether they remain blind continue to insulate the
reporting individual from potential conflicts will provide more
credibility to the use of blind trusts as part of the disclosure
process.
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Approval of trusts and trustee does
not meet the provisions of the law

We reviewed all House trusts (9) and all Senate trusts (11)
that had been approved by the House and Senate Ethics Committees
as gqualified blind trusts as of May 28, 1980. Seven of the 9
House trusts and 9 of the 11 Senate trusts were created before
the enactment of the law. The law states that trusts in exist-
ence before the adoption of the law must have their trust instru-
ment amended to include the trust provisions of the law, or if
the existing instrument does not permit amendment, all parties
to the trust instrument must agree in writing to administer the
trust in accordance with the terms of the law.

The House and Senate Ethics Committees each approved eight
trusts which do not appear to meet the criteria for a blind trust
because either the trust instrument had not been amended to re-
flect the requirements of the law or the trustee's independence
was gquestionable. For example, one of the trusts approved by the
Senate committee did not contain any of the seven provisions (see
app. 1I, section 102(e)(3)) required by the EGA. The trust was
approved even though the Chairman and Vice-Chairman of the Senate
committee were notified by their staffs of this situation. The
staffs informed them that it appeared that the trust instrument
would not qualify as a blind trust and recommended that it be
amended by agreement to administer the trust in accordance with
the law's trust provisions. Documents in the trust file provided
no evidence that the recommendation was ever acted upon.

None of the nine House-approved trusts included all of the
provisions required by the law, and the House committee made no
effort to require the individuals to include the provisions
omitted or to require the interested parties to agree in writing
to administer the trust in accordance with provisions of the law.

We found that the Senate Ethics Committee had approved five
qualified blind trusts where the trustee's independence appeared
questionable. A trustee should be independent and divorced of
any relationship from the individual who established the trust.

We found that the trustees in question were either uncompensated
or a close friend or one of the trust institution's employees was
a close relative in a high management position that would not pre-
vent him from gaining knowledge of trust activities. For example,
a co-trustee was approved as being independent even though corre-
spondence between the Senate Ethics Committee, its staff, and the
reporting individual indicated that the trustee (1) may have been
a former law partner, (2) would not accept compensation, and (3)
had past and present "associations" with the reporting individual.
In this case, a committee member also expressed reservations about
whether uncompensated trustees violate the intent of the law.
Knowing this, the Senate committee did not suggest to the report-
ing individual that the trustee be removed. Instead it requested
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that the reporting individual certify to the trustee's independ-
ence to aid the committee in determining that the trustee was
truly independent. After this certification was accomplished and
returned, the Senate committee approved the trust. Committee
staff members told us that the Committee's position is to put the
onus of a trustee's independence on the reporting individual.

The Senate committee relies almost exclusively on a certifi-
cation form from the reporting individual to determine if a
trustee is independent. The certification form contains the law's
criteria that a trustee must meet before he/she can be considered
independent. The Senate committee does not conduct an independent
evaluation of the trustee's qualifications to act as a trustee.

The House committee also does not conduct an independent evalu-
ation of the trustee's gqualifications to act as a trustee. Each
committee letter approving a trust included a statement that it
appears the trustee(s) meets the statutory requirements for inde-
pendence on the basis of information contained in either the
trust instrument or a letter from the reporting individual. We
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found one case where the trustee's independence appeared question-

able and no additional followup actions were taken by committee
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The Senate Committee on Governmental Affairs, in its report
on the use of blind trusts (Report No. 95-639, dated, Feb. 21,
1978, 95th Congress, 2d sess.) clearly opposes the Ethics Commit-
tees' methods for verifying a trustee's independence. The report
states:

"* * *that the approval of a trustee by the ethics
committees is not intended to be a meaningless ex-
ercise, such as when a reporting individual certi-
fies that the trustee is independent. Rather, the
supervising ethics committee must exercise its own
independent judgment, based upon whatever facts it
may request from the reporting individual, that a
trustee is independent, both real and apparent, be-
fore it can implement the spirit of the blind trust
provision."

Need to monitor qualified blind trusts

We found that neither the Senate nor House Ethics Committee
is monitoring qualified blind trusts once they have been approved
to determine whether their administration conforms to the terms
of the trust agreement or provisions of the law. As a result, we
believe that the trust requirements of the law are not being prop-
erly implemented. Although the law is void of language that re-
quires the committees to periodically monitor a qualified blind
trust once it has been approved, the Senate Committee on Govern-
mental Affair's blind trust report clearly establishes periodic

36



monitoring as a means to prevent the appearance of conflicts of
interest and abuses to the use of blind trusts. Another reason
for monitoring blind trusts is to determine whether an attempt
is being made to achieve the principal goal of a qualified blind
trust. The goal--a total lack of knowledge by the public offi-
cial regarding the holdings held in trust. Ideally this would
require that a trustee sell all of the assets transferred into

a blind trust by any interested party.

A review of 20 trust instruments and related documents disg-
closed several instances where the Ethics Committees or a report-
ing individual failed to comply with the blind trust provisions
of the law. For example, we found that:

--MNo evidence existed showing that the lists of assets trans-
ferred to six trusts were the assets in the trusts on the
date of their approval as qualified blind trusts.

--Lists of assets transferred to four trusts excluded the
assets category of value.

--Certain assets in four trusts are guestionable because
trust records, not available to the public, indicate the
sale or transfer of these assets initially placed in the
trusts by the reporting incdividuals.

--Two trust agreements were publicly filed, however, they
were not executed copies of the trusts.

--One of the Ethics Committees failed to notify the office
of public records of the disposition of a trust asset,
and therefore, it was not a part of the public record.

--One Member's trust did not receive formal approval from
the appropriate Ethics Committee, however, it was made
available to the public which gave the appearance that
it had received formal approval from the committee.

--A reporting individual failed to submit to the appropriate
Ethics Committee a copy of his executed trust agreement
within 30 days of it being approved as a qualified blind
trust. The trust was approved in January 1980, tut as of
October 1980, the executed trust agreement had not been
submitted to the committee.

We found that either the House or the Senate Ethics Commit-
tee had approved six trusts where no assets had been transferred
into the trust for extended periods of time (one of which had no
activity over a l3-year period), and no trust assets transferred
into the trust by any interested party had ever been sold. A sys-
tem for monitoring trust activities would disclose cases where
assets are placed in a trust and are not marketed over a period
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of time. 1In such instances, the trust reverts to merely a manage-
ment device and is hardly a blind trust. We believe that such
cases, once identified, should be reviewed by the Ethics Committee
to determine if the blind trust status should be revoked and the
trust's holdings reported in accordance with section 102(a-d) of
the law.

A trust that is merely a management device circumvents dis-
closure because a public official's financial interests held in
a blind trust are not as accessible to the public as financial
interests required to be reported in a public financial disclo-
sure report. The latter is an annual reporting requirement,
whereas, the blind trust holdings are made available along with
the reporting individual's disclosure report only in the year it
is approved. Information on the status of assets initially placed
in a blind trust is available to the public in subsequent years,
but the public has to remember that the reporting individual has
a blind trust so that it can request the information it needs.

We asked public financial disclosure report users whether
they were aware of the availability of copies of blind trust in-
struments. Only 15.4 percent of the respondents said that they
knew of their availability. A third of the respondents said
that they had requested some of these documents, while 57.8 per-
cent of those who were unaware of the existence of such documents
said they would have requested them if they had known about them.
When asked whether blind trust documents should be part of the
financial disclosure reports, 80.5 percent of the report users
favored including these documents as part of the disclosure report.

CONCLUSIONS

The Ethics Committees are not approving blind trusts in ac-
cordance with the requirements of the law or monitoring these
agreements after they are executed. The committees' failure to
fulfill these requirements not only defeats the purpose of a
blind trust but also affects the public's confidence in and ac-
cess to a public official's financial activities. Also, the com-
mittees are violating the intent of the law by approving a trust
as blind when the trustee's independence is guestionable or when
the trust terms do not comply with those required by the EGA.

The approval of trust agreements without the trust instru-
ment conforming to the blind trust provisions of the law or the
trustee being truly independent raises serious doubt as to the ap-
propriateness of the blind trust as a mechanism to insulate a Gov-
ernment official from conflicts of interest. To ensure that the
requirements of a blind trust are met before they are approved as
being qualified, both committees should make certain that the
proper provisions of the law are included as part of the trust
instrument and should establish formal guidelines to be used when
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evaluating a trustee's independence. The guidelines should be
sufficiently detailed to develop information that would allow the
committees to determine if a trustee is independent, including if
any of its employees, in the case of a financial institution, has
any association with the individual who created the trust.

RECOMMENDATIONS

To improve the approval and monitoring of blind trusts, we
recommend that the Chairmen of the House and Senate Ethics Commit-
tees:

--Develop formal procedures and requirements for approval of
a proposed trust and its trustee(s).

--Establish procedures for monitoring and enforcing the gqual-
ified blind trust requirements set forth in the law.

MATTER FCOR CONSIDERATION

To provide the public ready access to trust documents, the
Chairmen of the House and Senate Ethics Committees should consider
requiring that a reporting individual attach to the annual finan-
cial disclosure report any trust document required by the law.
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CHAPTER 7

OTHER RELATED FINANCIAL DISCLOSURE MATTERS

This chapter discusses other financial disclosure matters
that we reviewed as part of our mandate to examine the congres-
sional disclosure process. We addressed the following issues:

--Availability of financial disclosure reports to the public,
State offices (which keep copies of Member and candidate
reports) and the House and Senate committees.

--Activities of State offices responsible for keeping copies
of public financial disclosure reports.

--Difficulty and extent of burden associated with complying
with the disclosure filing requirements.

--Adequacy of existing disclosure requirements and the need
for additional requirements.

We examined the need for Certain changes that could imp
_________________________ V-2t 3 <
[ FS

disclosure process, while in other cases, we pre
on the attitudes of report filers and users.

Y™

Our work shows that financial disclosure reports are being
made publicly available and are being sent to the Ethics Commit-
tees in a timely fashion, activities of State offices responsible
for keeping copies of reports vary widely, and the requirements
of the financial disclosure law generally are not difficult to
comply with., 1In addition, excluding filers of financial disclo-
sure reports, users felt that the reporting provisions of the law
generally were inadequate.

REPORTS ARE BEING MADE AVAILABLE
TO THE PUBLIC, STATE OFFICIALS, AND

ETHICS COMMITTEES AS REQUIRED RBRY T Al

Ao A L) ANaND LA 4 | A IV S A NP WP W1 W £ind EAT L VAN AT Y Y AIEMITY

The f"lnvﬂf Af +ha UAaniea anA 'l-h Qﬂnv"n"‘h\"\l] Of the Sanate are

LIS L LIS livuoT “ i [ A - O S = - ¥ 4

responsible for making financial disclosure reports available to
the public, State officials designated in accordance with section
316(a) of the FECA, and the House and Senate Ethics Committees.
We found that both the Secretary of the Senate and the Clerk of
the House generally are making the reports available within the
time prescribed by the law.

Availability of reports to the public

Financial disclosure reports required to be filed by May 15
of any year shall be made available to the public in Washington,
D.C., within 15 calendar days after May 15 of such year. All
other financial disclosure reports are to be made available to



the public within 15 days of being filed. Public financial dis-
closure reports are microfilmed for ease of viewing by members of
the public and, if a member of the public wishes copies of a par-
ticular report, they are made available at 10 cents a page.

When a member of the public wishes to view or obtain a par-
ticular report(s) from the Clerk of the House or Secretary of the
Senate, he/she fills out a request form giving the name, address,
occupation, and person or organization represented (if not one's
self). Requests to view or obtain a disclosure report(s), are
made publicly available. The law requires that it is unlawful
for any person to obtain or use a report for (1) any unlawful
purpose, (2) any commercial purpose other than by the communica-
tion media for dissemination to the public, -and (3) use of estab-
lishing credit ratings or for use in the solicitation of money
for any pclitical, charitable, or cother purposes. We found that
both the House and Senate offices of public records have incor-
porated these restrictions into their request document for disclo-
sure reports.

Usage of the 1980 financial disclosure
reports by individuals who reguested
reports from the House and Senate

During our work, we found that many requests were made for
the 1980 disclosure reports. As of mid-July 1980, nearly 300 in-
dividuals, primarily memters of the news media, requested over
6,000 Members, candidates, and congressional staff disclosure
reports.

We canvassed disclosure report users to determine how such
reports are used: about 76 percent of the respondents used the
requested reports for net worth estimation, about 70 percent used
the reports for conflicts-of-interest determination, and about 57
percent used the reports for both conflicts-of-interest and net
worth determinations. Fifty-two percent of the respondents indi-
cated that more than one individual with whHom they were associated
also used some or all of the reports requested. Therefore, circu-
lation and use of reports requested is greater than House and
Senate records show. The majority of respondents (63.2 percent)
also indicated that they have a continuing interest in disclosure
and plan to request disclosure reports for the next filing year.

Regarding the availability of reports to users, question-
naire results indicated that respondents were able to obtain all
or most of the reports requested. In cases where respondents
indicated "most" reports were received, the reason for their non-
receipt was that the reporting individuals had not yet filed their
disclosure reports at the time the requests were made.
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Availability of reports
to the Ethics Committees

Section 103 of title I requires that the Clerk of the House
send a copy of each financial disclosure report to the House
Ethics Committee within a 7-day period beginning the day the re-
port is received. The Secretary of the Senate is also responsible
for sending copies to the Senate Ethics Committee, however, no
time period is stipulated--an apparent oversight in the law. We
We found that with minor exceptions, both offices are forwarding
these reports to the committees as prescribed by law.

Until October 1979, the House ORR sent disclosure reports to
the House committee once a week. We reviewed 103 cases to deter-
mine whether ORR was sending the 1979 disclosure reports to the
House committee in a timely manner. We found that only six were
forwarded late, and in all cases on the 8th day. This procedure
was later changed during the latter part of October 1979 to twice
weekly. A followup review for the 1980 filings indicated that
reports were sent within a 7-day period and usually within 1 or
2 days.

The Senate OPR usually sends the disclosure reports to the
Senate committee also within 1 to 2 days.

Availability of report to State officials

We found that reports are also generally being made available
to designated State officials in a timely manner. Section 103 of
title I requires that the Clerk or Secretary send a copy of each
report filed by a Member or congressional candidate to the appro-
priate State officials designated in accordance with FECA within
7 days of being filed. In complying with the law, the House ORR
and Senate OPR employ the same procedures as though the reports
were being forwarded to the respective committees. Before the
House ORR changed its procedure for forwarding reports to States
to twice a week, we found that of 46 randomly selected House re-
ports reviewed, only 3 were sent late to the States, in all cases,
on the 8th day. A review of the filed 1980 disclosure reports
showed that the House ORR was sending these reports in a timely
fashion. Likewise, the Senate OPR was promptly forwarding the
majority of reports to the States within 2 days of their receipt.

ACTIVITIES OF STATE OFFICES
RESPONSIBLE FOR PUBLIC
FINANCIAL DISCLOSURE REPORTS

As stated previously, the Clerk and the Secretary forward a
copy of each disclosure report to the appropriate State offices
designated by the FECA. The intent of the law was to make Mem-
bers' and congressional candidates' financial disclosure reports
more readily available for public inspection in the State. The
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law, however, contains no provisions imposing duties or responsi-
bilities on the States regarding the maintenance, disposition,
and use restriction of the reports. We surveyed State officials,
through the use of a questionnaire, to determine whether States
have implemented similar provisions to those stated in the law
for the Secretary of the Senate and Clerk of the House. (See p.
41.) Our questionnaire was mailed to all 50 States and 46, or

92 percent, of the States responded.

We found that States have not implemented the same provisions
of the law which are required at the Federal level. Most State
officials responsible for maintaining these disclosure reports
said that they had never been instructed by either the Clerk of
the House or the Secretary of the Senate regarding the proper
maintenance and disposition of the financial disclosure reports.
Although five individuals reported receiving instruction, copies
of instructions enclosed as part of their response revealed them
to be general statements of the provision of law which requires
State offices to publicly make the reports available. Most States
also reported that

~--few or no requests for public financial disclosure reports
are being made, and little is being done to publicize
their availability;

--no policy as to the length of time reports should be re-
tained:

--they do not require information, such as the person or
organization represented, from requesters nor do they keep
or plan to keep records of requests; and

--they do not inform requesters of the statutory restriction
and penalty associated with unlawful use.

Requests for disclosure reports

We were unable to determine exactly how many 1979 disclosure
reports were requested by the public because many States do not
Kkeep records of requests. This determination was further compli-
cated since some States did not limit their answers to the reports
under EGA, but instead, have also attributed their responses to
the reports filed under FECA. However, 39 of the 46 responses
received indicated that requests for disclosure reports ranged
from "very few" to 10 to 13 requests per year. Followup of the
remaining State responses showed that the number of requests re-
ceived also included requests for campaign financing reports.

We also found that State officials do not publicize the
availability of the public financial disclosure reports. Of the
46 State responses received, only 2 reported that they attempt
to publicize report availability. Furthermore, State officials
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indicated that journalists/news media represent the majority of
those who request disclosure reports. This fact may contribute
to one of the reasons why few requests have been made, since many
news services are located in Washington, D.C.

Length of time reports are
retained varies between States

Section 104(d) of title I provides that financial disclosure
reports, filed by all those other than candidates, will be avail-
able to the public for 6 years after their receipt, at which time
they will be destroyed unless needed in an ongoing investigation.
Similarly, reports filed by candidates will be retained and de-
stroyed 1 year after the individual is no longer a candidate for
election unless needed for investigation purposes. Our survey
showed that many States have not yet established a policy for
retaining disclosure reports, while some States retain reports
anywhere from 2 years to indefinitely. For instance, 17 States
reported that they have established no policy, 8 reported that
they retain reports for only 2 years, 6 reported they hold reports
for 3 to 5 years, 6 reported they hold reports for 6 years, and
5 said that they retain the report for 8 years or longer.

States not requiring written application
from requesters and requesters are not
informed of statutory restrictions

We found that most States do not require a written applica-
tion by requesters when examining or obtaining disclosure reports.
Responses to our survey showed that 31 of the 46 States do not
require, nor plan to require, information from requesters. Only
14 States kept records of requests (1 State did not respond to
this question). Of those States that require information from
requesters, we found that name and address are the most frequent
requirements.

Unlike OPR and ORR, we found that 28 States do not inform
requesters of the statutory restrictions contained in the law.
(See p. 41.) However, 16 States indicated that requesters were
notified of these restrictions (2 States did not respond to this
question).

COMPLETING DISCLOSURE FORMS AND
ADHERING TO DISCLOSURE PROVISIONS
GENERALLY ARE NOT BURDENSOME

Through the use of guestionnaires to required filers, we
examined the extent of burden to filers by inquiring about the
difficulty involved in completing the House and Senate disclosure
forms and complying with the various disclosure provisions of the
law. We found that some filers requested assistance before they
were able to complete their reports, and in these instances, we
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requested their opinions about the quality and promptness of the
assistance received. The following discussion represents filer
responses to our survey questions.

Completion of disclosure reports
and requested assistance

Almost all legislative branch employees and most candidates
filled out their own disclosure reports in 1980 (see app. I,
table 2), while the majority of House and Senate Members reported
receiving assistance. The most frequently cited source of assist-
ance was a staff member and, to a lesser extent, the Members'
accountants.

When asked how many weeks in advance of the reporting dead-
line the forms and instructions should be sent out, most respond-
'ents, excluding Senators, indicated that 6 weeks or less was a
reasonable time (table 3). Two-thirds of the Senate Members felt
that 8 weeks or less was an appropriate time period.

Report filers were asked if they or the preparer of the dis-
closure report had requested assistance in preparing their 1980
disclosure reports. A majority of each group indicated that no
assistance was necessary (table 4). Of those under the jurisdic-
tion of the Senate who requested assistance, the Senate committee
was most frequently contacted, while on the House side, the House
committee was most frequently contacted. Candidates more than
any other group reported seeking assistance from the Clerk of the
House or some source other than the cognizant committee. Almost
all respondents who requested assistance indicated that the as-
sistance provided by all sources was both adequate and prompt
(table 5).

Awareness of interpretative rulings varied considerably
among respondents (table 6). Only 21.9 percent of legislative
branch agency employees were aware of them, while 67.4 percent
of the Senators responding to our survey knew of their existence.

Burden of forms and provisions

Overall burden was assessed by determining the time and cost
involved in completing 1980 disclosure reports. Burden regarding
specific disclosure provisions was measured by asking which re-
quired information was difficult to provide.

More than half of the employee groups and candidates indi=-
cated that 2 hours or less were required to complete their forms
(table 7). Members of Congress required more time to complete
their forms, with almost one~third of the Senators needing over
10 hours.
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Regarding costs incurred in complying with financial disclo-
sure requirements, most respondents (especially legislative branch
employees) did not report that any cost was incurred (tables 8
and 9). Most Members' costs were for accountant fees, while most
candidates reporting costs were for something other than legal or
accounting fees. Almost 10 percent of the Senators responding to
our survey claimed to have spent a total of §500 or more.

Our survey obtained difficulty ratings on 13 specific re-
quirements of current financial disclosure provisions (table 10).
Generally, candidates and Members reported experiencing greater
difficulty than employees. Those provisions with the highest
percentages of respondents reporting difficulty were gifts of
transportation, lodging, food, or entertainment; other types of
gifts; and financial interests of spouse and dependent children.
For each of these disclosure provisions, between 26 and 47 percent
of Members and candidates indicated that they had difficulty when
complying.

.

On a followup question about spouse and dependent children,
between 23 and 45 percent of filers indicated that too much infor-
mation was required. In contrast, only 7.4 percent of report re-
questers felt that way, while 22.1 percent stated that not enough
information was required.

ADEQUACY OF THE FINANCIAL
DISCLOSURE REPORTING REQUIREMENTS

In considering financial disclosure legislation, the House
and Senate were primarily guided by two principles: (1) disclo-
sure should be required only for those items which are relevant
to potential conflicts of interest and (2) requirements should be
designed to avoid unnecessary invasions of privacy or extremely
burdensome recordkeeping. As part of our work, we solicited
filers' and users' opinions about the necessity of the current
requirements and the need for additional disclosure requirements.
The detailed results of our questionnaires are contained in ap-
pendix I, tables 10, 11, 12, 13, and 14.

Adequacy of current requirements

Questionnaire recipients were asked for their attitudes
about the necessity of 13 specific reporting requirements (table
10). Generally, most respondents indicated that the required
disclosure provisions were necessary. The only categories of re-
quired information in which less than two-thirds of any respond-
ent group endorsed the necessity were reimbursements for travel-
related expenses, savings accounts or certificates of deposit,
and financial interests and holdings of spouse and dependent
children. O©Of all respondent groups, report users showed the
least variance among categories with at least 85 percent agreeing
on the necessity of each disclosure requirement.
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In addition to the evaluation of necessity, respondents were
asked to evaluate the adequacy of 12 reporting thresholds includ-
ing salary and time of employment criteria used in defining "high-
level" employees (table 12). Overall, most respondents, excluding
report users, felt that the current thresholds were about right
or should be somewhat higher. Most report users had the tendency
to agree with the current thresholds or believed it should be
lowered.

Excluding report users, less than two-thirds of each respond-
ent group (44 to 66 percent) agreed with the current threshold
($100) for income from salary, pensions and honoraria, and from
dividends, interest, rent or capitol gains, including trusts or
other financial arrangements. Less than two-thirds of the Sen-
ators responding agreed with the current threshold for gifts
other than transportation, lodging, food, or entertainment; in-
terest in real or personal property:; and purchase, sale or ex-
change in real property, stocks, bonds, commodities futures, or
other forms of securities.

Less than two-thirds of report users and Senators agreed
with the $250 threshold for gifts of transportation, lodging,
food, or entertainment with most of the remaining report users
favoring a lower threshold and all of the nonconcurring Senators
seeking a higher threshold. One-third of the candidates and 60
percent of report users did not agree with the $10,000 threshold
for liabilities to creditors and revolving charge accounts, with
most of those in each of these groups favoring lower thresholds.
Also, just under two-thirds of the report users agreed with the
$5,000 value for savings accounts or certificates of deposit.
The remaining users wanted a lower threshold.

Need for additional requirements

Respondents were asked if groups other than Senators and
Representatives, high-level congressional ‘staff (those compen-
sated at the rate equal to or greater than that of a GS-16),
designated principal assistants of Members with no high-level
staff, and high-level employees of legislative branch agencies
may have positions of sufficient influence to warrant their being
required to file financial disclosure reports. The percentages
answering "yes" varied from 5.9 percent of the Senate Members to
30.4 percent of the report users (table 13).

We asked about the 18 possible modifications to current dis-
closure requirements (table 14). Only five of the modifications
drew greater than two-thirds endorsement and those only by report
users. Using an endorsement level of one-third or better as a
criterion, we determined that the most highly rated modifications
involved those pertaining to partnerships, followed by the re-
quirement that legislative branch agency employees file as a new
employee if they secured congressional employment and met the
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salary criteria. All other proposed modifications (except those
requiring the reporting of the total value of individual gifts
from any one source valued at less than $35 each) drew one=third

or better support from between one and three respondent groups.

CONCLUSIONS

Both the House and Senate offices of public records are doing
an effective job in making the reports accessible to users and
available to their Ethics Committee and designated State officers.
States vary in their practices of maintaining and disposing of
disclosure reports from that which has been implemented by the
House and Senate offices of public records. Sending Members and
congressional candidates disclosure reports to the States for
public availability may be an unnecessary burden to the House and
Senate offices and various State offices in view of the few re-
quests at the State level.

The law contains no provisions imposing duties or responsi-
bilities regarding the maintenance and disposition of Federal
disclosure reports. An amendment requiring the States to adhere
to the provision in current law raises a possible constitutional
issue of invasion of State sovereignty. Furthermore, if it is
deemed necessary that reports be available in the States and the
provisions of the law be applied, it may be wise to have the re-
ports available at a Federal courthouse, or other appropriate
Federal office, to ensure that the above requirements of the law
are met at the State level.

MATTERS FOR CONSIDERATION

The Chairmen of the the House and Senate Ethics Committees,
in coordination with the House and Senate offices of public
records should consider:

-~-Proposing legislation to delete therrequirement that Mem-
ber and candidate disclosure reports be forwarded to the
appropriate States.

--Designating a Federal location within each state as the
repository for reports so that the maintenance/disposition,
written application for inspection or copy, and unlawful
use provisions may be consistently applied.

--Preparing formal guidelines to State offices advising them

of the proper practices that should be employed if either
of the above matters is not acted upon.
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APPENDIX I APPENDIX I

GAO QUESTIONNAIRE ON PUBLIC DISCLOSURE

REPORT FILERS AND USERS

METHODOLOGY

As part of our mandated study, we felt that it was necessary
to canvass, by the use of questionnaires, filers and users of pub-
lic financial disclosure reports to obtain information of their
attitudes and experiences with the 1980 disclosure filing require-
ment. Major subjects covered in our questionnaire included,

~=completion of disclosure forms,

--agsistance requested and provided,

--burden of the disclosure forms and provisions,

--adequacy of the current disclosure requirements,

~--need for additional requirements,

--need for audits,

--treatment of blind trusts, and

--use of reports.

To obtain balanced responses to our questionnaires regarding
the legislative branch financial disclosure process currently in
effect, we obtained detailed information from those individuals
most intimately involved with the process. Information was ob-
tained from 785 individuals by means of a mailout questionnaire.
We used three data collection instruments (see pp. 53-80 of app.

I) and sent them to the following individuals:

Survey of Senate and House Members

Senators
congressmen

Survey of congressional and legislative
branch employees and candidates

Senate employees

House employees

Legislative branch agency employees
Congressional candidates

Survey of Disclosure Report Requesters

Users of disclosure reports
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APPENDIX I APPENDIX I

Questionnaires were sent either to all individuals in a
group or a random sample of group members. In those cases where
samples were used, the initial sample size was designed to allow
for a high-level of precision and confidence in projecting the
findings to the relevant universes. Except for report users a
second mailout was used to increase response rates. Approximate
sampling errors associated with the qguestionnaire findings are
shown on page 51. Relatively low response rates were obtained
from four of the seven groups studied (see table 1 below), and
therefore, the possible impact of nonresponse bias requires cau-
tion in making projections.

Table 1

Basic Questionnaire Statistics

Size of No. No. Response
Group universe sampled responding rate
(percent)
Senators 99 99 51 51.5
Congressmen 435 435 252 57.9
Senate employees 296 85 64 75.3
House employees 770 171 115 67.3
Legislative
branch employees 374 178 160 89.9
Congressional
candidates 750 151 64 42.4
Disclosure report
users 262 262 _79 30.2
Total 2,986 1,381 785

|

In the case of Senate and House Members, we were able to per-
form statistical tests to determine whether respondents differed
from all Members with respect to party affiliation and the number
of years in the Congress, two variables possibly related to atti-
tudes toward financial disclosure. For both the Senate and House,
our respondents did not differ by a statistically significant
margin from all Senators and Congressmen. We believe that this
finding and the sizable number of responses obtained for each
group studied still make the resulting data base from our ques-
tionnaire an important source from which to draw information on
the issues of legislative branch financial disclosure.

In addition to these surveys of report filers and users, we
sent questionnaires to all State secretaries (see p. 81) and to
State ethics officials (see p. 84) in those States that have en-
acted legislative branch financial disclosure legislation. We
made followup phone calls to encourage the participation of those
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who did not respond to the initial mailing. Response rates to
these questionnaires were 92 percent (46 of 50) and 80 percent
(32 of 40), respectively.

The purpose of the State secretary questionnaire was to ob-
tain information regarding the handling of the financial disclo-
sure reports sent to the State by the Clerk of the House and the
Secretary of the Senate. Specifically, we were interested in the
number of requests being made by the public for access to the dis-
closure reports and the procedures being followed by the States
for report maintenance and distribution. Detailed findings from
this questionnaire are presented in chapters 5 and 7.

Our State ethics official survey was intended to provide in-
formation on whether States are auditing the disclosure reports
of State legislative branch officials. The questionnaires re-
turned indicated that none of the States conducted any type of
audit (either for completeness and accuracy or conflict of in-
terest) beyond a cursory review of the forms to ensure that they
were filled our according to instructions.

The sampling errors presented below represent the size of
the confidence intervals at the 95-percent level of confidence
for the respondent groups indicated in those cases where a survey
finding of 20 percent (or 80 percent) or 50 percent is reported.

Confidence level-95 percent
Observed percent

Respondent group 20 or 80 50
Senators +7.7 + 9.6
Congressmen +3.3 + 4.1
Senate employees +8.7 +10.9
House employees +6.8 + 8.5
Legislative branch

employees . +4.7 + 5.9
Congressional

candidates +9.4 +11.8

Disclosure report
users +7.4 + 9.3

Confidence intervals for other reported percentages can be inter-
polated. The confidence interval (sampling error) indicates the
precision with which our sample findings reflect the result that
would have been obtained had all members of a respondent group
answered our questions. This assumes that our respondents are
representative of the entire group from which they were selected.
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For example, if 50 percent of the Congressmen who answered
our survey favored audits, then we can say that we are 95-percent
sure that between 45.9 and 54.1 percent of all Congressman favor
audits.

52



APPENDIX I APPENDIX 1

Review of Legislative Branch
Financial Disclosure

SURVEY OF CONGRESSIONAL AND LEGISLATIVE
BRANCH EMPLOYEES AND CANDIDATES

OFFICIAL GOVERNMENT BUSINESS
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Did you fill out your own disclosure report

APPENDIX I
U.S. GENERAL ACCOUNTING OFFICE
CONGRESSIONAL/ LEGISLATIVE BRANGH EMPLOVEE AND CANDIDATE QUESTIONNAIRE
Instructions 2.

Indicate your answers by making a check (/)
mark, entering a number, or writing a brief
response as appropriate. Not everyone is
intended to answer all the questions. Please
follow the "Go to" instructions so you will
only answer questions relevant to you. If
you need more space to answer certain questions,
please attach additional pages and indicate
to which questions they apply.

Our study is concerned only with the
Ethics in Government Act of 1978 and the
questions below reflect only the reporting
requirements of the act.

Please return the questionnaire in the
envelope provided. If you have any questions
contact Mr. Pasquale Esposito at (202) 275-
5140.

Your cooperation is appreciated.

1. The Ethics in Government Act requires
certain categories of congressional/
legislative branch employees and candidates
to file financial disclosure reports. Wwhich
category were you in for the 1980 filing?

Senator's staff, compensated at or
TT) above GS-16 level (currently

$47,889 per year) including

political fund designees

Senate conmittee staff

ki)
Representative's staff, com
13} pensated at or above GS5-16 level
(currently $47,889 per year)

Designated principal assistant of a
TqV Representative with no staff com

pensated at or above GS-16 level

(currently $47,889 per year)

House committee staff
[}

8

™
Bmployee of other legislative branch
T8 agency (i.e. GPO, CBO).

Congressional candidate

GAO employee

Other ( )
) specify

54

this year or did someone else assist ir the
preparation of your forms? (Check all that

apply.)
I prepared them myself

—
-—

Attorney
Accountant

3 3

Another staff member

—
~—

Someone else ( )
specify

3

How many hours would you estimate were
required to prepare your 1980 forms?

Hours

Approximately how much cost did you incur
in conplying with financial disclosure
reporting requirements in 1980?

$ Legal fees

$__ __  Accountant fees

§___ Other costs

I

“
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7.

Did you or the preparer of your dis-
closure report r t any assistance in
preparing your 1980 financial disclosure
report? If so, whom 4id you contact?
{Check all that apply.)

No assistance requested (Go to 9.)

Secretary of the Senate

Senate Ethics Committee

Clerk of the House

House Committee on Standards
of Official OConduct

Other ( )

for assistance?

Did the assistance provided adequately
answer your questions?

Yes

m

It}

Were requests for assistance responded
to propptly?

Yes

m
It

No

Were you aware of the availability of any
interpretative rulings or opinions (formal

or informal) regarding the public
financial disclosure requirements set
forth in the law?

Yes

-
T2y

No
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10. Under Title I of the Ethics in Government
Act the following groups are required to file
financial disclosure reports:

--Senators and Representatives

--High level ($47,889 per year or nore)
ocongressional staff

--Designated principal assistants of
members with no high level staff

-~Congressional candidates

©  -—=High level ($47,889 per year or more)
employees of legislative branch agencies

Do you feel that there are any additional
congressional or legislative branch
individuals who may have positions of
sufficient influence to warrant their
being required to file financial disclosure
reports?

Yes (Go to 11.)

No (Go to 12.)

11. Please identify the type of positions that
you had in mind in answering the previous
question.

12. The act defines high level employees as those
who are A) compensated at a level at or akove
grade 16 of the General Schedule (currently
$47,889 per year) and B) work for more than 60
days in a calendar year. Do you feel that
these thresholds are appropriate for iden-
tifying individuals who have to file,
or should they be raised or lowered?

A. __  $47,889 is about right

“¥

would be better,
B. _ 60 days is about right

days would be better

I
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13. Listed below are the categories of information which must be disclosed and their associated
thresholds. For each category please indicate the following: (A) whether or not the
cdtegory is necessary given that the purpose of financial disclosure is to allow the public
to identify potential conflicts of interest, (B) whether or not you found the required
information particularly difficult to provide and (C) whether you think the associated
reporting threshold is appropriate.

(A) (B) ©
Difficult difficult
Information Not 0 to Current About Threshold
category Necessary necessary provide provide | threshold right should be
a, Income from salary
(excluding current
U.8. Government $100 [

erployment), pen- ™m Iti) m @
sions and honoraria

b. Income from dividends,
interest, rent or
cﬁﬁ gai.n:; in- $100 $
c trusts or — ———
other financial M @ m @
arrangements

c. Gifts of transporta-
tion, lodging, food
or entertainment (ex- $250 $
cluding individual ™ Kti) ™ i)
gifts valued at $35

or lasa)
or legs)

4. Gifts other than trans-
portatIon, Todging,
food, or entertainment. — s$100 ___ s
(excluding individual (1)
gifts valued at $35 or
less)

—
~—]
-
-~
—

e. Reimbursements for $250 S .
travel related ex— o ki)

penses

f. Interest in real or ]
personal property. $1,000 $
(real estate either (1)
held individually,
jointly or by virtue
of partnership or
corporate arrangement)

g. Savings acoounts or $5,000 $
certificates of Kil)
Ao it

CeOe.vC

E|
C

C)
E
S|

3
C|

[vi}
h. Stocks, bonds, commod- ___ $1,000 $
ities futures, notes ()] It}

receivable, etc.

3
C|

. Liabilities to any
creditor and re- —_— —_— $10,000 ____S______
volving charge M ¥3)

acoounts

j. Purchase, sale or ex— 51,000 .
change in real prop- S ’
erty, stocks, bonds, (1) Kvi}
commodities futures
ur other forms of

security

wn
[+)}



APPENDIX I

14.

Disclosure report filers currently must
provide information regarding positions
held as:

-=Of ficer

==Director

-~Trustee

~~pPartner

-—Proprietor

--Representative

—Enployee, or

--Consul tant

of any:

~~Corporation

—Fim

--Partnership

or other:

--Bugineas enterprise

--Nonprofit organization

--~Labor organization

or other institution other than the U.S.
government.

Please indicate A) whether or not you think
disclosure of such information is necessary
to allow for the identification of potential
conflicts of interest, and then B) whether
or nmot you found such information diffi-
cult to provide.

A.
Necessary
T
Not necessary
[¢i)
B.
Difficult to provide
-(Ti' difficul ide
Not icult to prov.
k)l

57

15.

16.

17.

APPENDIX 1

Disclosure report filers are also required
to provide information describing any agree-
ments or arrangements with respect to:

—=Future employment

-=A leave of absence during period of
Government service

--Continuation of payments by former
enmployers, or

=-Continuing participation in an
employee welfare or benefit plan
maintained by a former employer.

Please indicate A) whether or not you think
disclosure of such information is necessary
to allow for the identification of potential
conflicts of interest, and then B) whether

or not you fourd such information particularly
difficult to provide.

Necessary

Ul

Not necessary
It

Difficult to provide
m

Not difficult to provide
Ij}

How far in advance of the May 15 filing
deadline should the reporting forms and
instructions be sent out in order to allow
a reasonable period of time for their
completion?

__ Weeks

If you filed late (after May 15, 1980, or
more than 30 days after being employed
or becoming a candidate) and have not
been granted an extension for filing,
please indica¥e your reasons for filing
late.
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18.

B.

19.

20.

Current requirements also include informa-
tion on the financial interests and
holdings of spouse and dependent children.
Please indicate A) whether or not you think
the disclosure of such information is
necessary to allow for the identification
of potential conflicts of interest,

and then B) whether or not you found

such information difficult to provide.

Necesaary
Not necessary

Difficult to provide
Not difficult to provide

83 d§3

Do you think the level of detail required
for information on the financial
interests and holdings of spouse and
dependent children is appropriate?

Too mxch information is required

The information required is about
right (Go to 21.)

Not enough information is required
Don't know (Go to 21.)

39 494

what changes, if any, do you think are
needed in the information required for
your spouse and dependent children?
Please explain why you feel thesge
changes are needed.

{Go to 21.)

58
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2.

22.

23.

24.

25,

26.

27.

APPENDIX I

The following guestions (21 - 35) are designed to obtain your opinions as to the adequacy
of the law and whether the law should be modified to reflect the following disclosure changes.

For the most part such changes would require additional disclosure from reporting individuals.

P.L. 95-521 does not require a new employee filing from an

individual who was employed in the legislative branch of
government (with no bxreak in service) immediately before

assuming a new legislative hranch position; however, individuals
from other branches of government must file a disclosure report

as a new enployee.

Should legislative branch individuals, with no break in employ-
ment service and not in a previously covered position, be subject

to the new enployee filing requirement?

P.L. 95~521 does not require a reporting individual to report

the interests of adult dependents.

A. Should the disclosure provisions require reporting
of adult dependents' interests and holdings?

B. Should such interest be reported and valued similarly
to spouse interests?

Disclosure provisions do not require new employees, can-
didates, and dependent children to report both categories
of gifts.

Should gifts be required to be reported by these
individuals? -

The law does not require that gifts (both types) valued at

less than §35 be aggregated.

Should gifts from one source be aggregated if under
$357?

P.L. 95-521 does not require reimbursements be reported
from new employees, candidates, and dependent children.

should reimbursements received by these individuals
be required to be reported?

P.L. 95-521 does not require that a category of value be
assigned to reimbursements.

Should reimbursements from different sources be assigned
a category of value?

Disclosure law does not require individuals to disclose
the identity of partners of a partnership in which
they are engaged.

Should reporting individuals be required to disclose

the names of the partners engaged in the partnership
activity?

59

Yes

mn

™

NO

™

|
g

|
g

't know
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28.

29.

30.

n.

32.

33.

34.

35.

Yes  No
—

The law dves not spell out how different partnerships
(whether general or limited) or closely held

corporate interests should be disclosed (e.g. partnership
set up for holding real estate and/or securities

as opposed to partnerships set up for trade or

business, i.e. a restaurant or hardware store).

A. Should the law specifically spell out how these
interests be reported? (

3
S|

B. Should a reporting individual's interests in each
asset and liability and assoclated transactions be
aclosed Tor interests?

P.L. 95-521 does not require the disclosure of interest
rates as part of the description of a liability.

—
-
VI
—
-~
—
]
~—

Is this a significant enough element tO require from
reporting individuals?

-~

-
-~
—
-~

The law is void of any language that would require the
reporting of contingent liabilities or endorser or
guarantor of a loan.

Should contingent liabilities be required to be
disclosed? m

The law requires interests in the continuing participation in
an enployee welfare or benefit plan maintained by a former
employer be reported. This includes pension fund interests.

Should pensions be reported from former employers in cases
where the reporting individual has contributed to the m
pension fund as a former employee?

The law does not require that spouse and dependent children
report non-governmental positions.

should positions of this sort be reported by spouse
and dependent children? m

Honorary positions are not required to be reported
pursuant to the provisions of the law.

Could sufficient conflict of interest prevail that .
would warrant the reporting of these types of positions? m @

The law does not specify a preferential method for
valuing different property interests.

Should the law specify the methods for valuing

interests in real property in the order of their (
desirability instead of giving the discretion to the

reporting individual?

3
C|

No report is required for (earned) income received by
dependent children.

Should the reporting of earned income be required
from dependent children similar to that of the spouse i
requirement?

]
~|

[
o

APPENDIX I
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GAD is required to make recommendations about
the need for random audits of public

financial disclogure reports for completeness
and accuracy. glggletaneu and accurg_:xt
audits would involve ver a t
Information in the disclosure report was
correct and that no additional information
should have been reported. This type of audit
would require access to personal financial
records and tax returns, as well as interviews
with persons familiar with the filer's finan-
cial affairs.

36. In view of the purpose of public
financial disclosure, 4o you believe
reqularly scheduled random audits
for conpleteness and accuracy should
be conducted?

’ Yes
Kil}

Il

No (Go to 42.)

37. why do you think such axdits are needed?

38. Who should be subject to such audits?
{Check either yes or no for each type

of filer.)
Yes Mo
a. Members of Congress
m @
b. Congressional staff —_—
members M ™
¢. Congressional can- —
didates M @

d. Legislative branch
employees {

B

61

39.

40.

4.

42.

APPENDIX I

Who should perform these audits?

Senate Ethics Committee and House
TT) Committee on Standards of Official
Conduct

Secretary of Senate and Clerk of
House

C|

GRO

g

CPA firm

—
o]

Other ( )
specity

C

Don't know

C|

Should the results of each audit be made
public?

Yes

Why do you think individual audit results
should be made public? (Answer and go tc 43.

Why don't you think such audits should be
conducted? (Check all that apply.)

Audits aren't needed
™m

m

___ Would cost too much

(1)

___ Other ¢ )

Would be an invasion of privacy
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43. vhat improvemants do you feel should be made in the public financial disclosure form and/or
instructions to simplify or enhance the reporting of required information?

44. vhat, if any, additional information other than that discussed in questions 21-35, should be
required in the law to enable the public to monitor conflicts of interest?

45. Overall, what do you think of the administration of the legislative branch disclosure system?
Please include suggestions for improvement based on your observations and experience.
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Review of Legislative Branch
Financial Disclosure

SURVEY OF SENATE AND HOUSE MEMBERS

OFFICIAL GOVERNMENT BUSINESS
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U.S. GENERAL ACCOUNTING OFFICE
SURVEY OF BENATE AND HOUSE MEMBERS

INSTRUCTIONS

We appreciate your taking time from a busy schedule to
participate in this survey. It is part-of our effort to
satisfy the mandated requirements of the 1978 Ethics in
Government Act. Not everyone is intended to answer all
the questions. Please follow the ‘‘Go to"’ instructions so
you will only answer questions relevant to you.

The questions below reflect only the reporting re-
qQuirements of the Ethics in Government Act of 1978.
Indicate your answers by making a check (»~) mark,
entering a number, or writing a bricf response as ap-
propriate. If you need more space to answer certain
questions, please attach additional pages and indicate to
which questions they apply.

Please return ihe questionnaire in the envelope provid-
ed. If you have any questions, contact Mr. Pasquale
Esposito at (202) 275-5140. Again, thank you for your

time and cooperation.

Plhac oot dfcen wniie ctabiie writhin tha ace
. Please indicate your status within the Congr Y

lecting the appropriate answers in a, b, and ¢ below:

a. D Democrat
)

D Republican
)

D Independent
3
b. D Senator
1))
D Representative
@
<. D Less than 8 years in Congress
1)

{C) Between 8 and 16 years in Congress
)

D More than 16 years in Congress
(&)

»
2. Did you fill out your own disclosure report this year

or did scomeone elge assist in the preparation of your

forms? (Check all that apply.)
D I prepared them myself

¢y

I was assisted by:

D An attorney
m

D An accountant
($))

D A congressional staffer
(n

D Someone else (please specify)

{tmn
7

. How many hours would you estimate were required

to prepare your 1980 forms?

E: Hours

. Approximately how much did it cost you to comply

with the requirements for financial disclosure report-
ing this year? i

SE:J Legal fees
${__] Accountant fees
SD Other costs
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5. Did you, or did the preparer of your disclosure re- 9. Under Title I of the Ethics in Government Act the

port, request any assistance in preparing your 1980
ﬂnmcir:? disclosure report?

following groups are required to file financial dis-
closure reports:

g Yes — Senators and Representatives

— High level (547,889 per year or more) congres-
D No (Go t0 8.) sional staff
@

. What was the nature of your request(s) for assist-

ance?

. For each source of assistance listed that was con-

tacted, please indicate a) if the assistance provided
uately answered your questions and b) if the

- Designated principal assistants of members with
no high level staff

— Congressional candidates

— High level (347,889 per year or more) employees
of legislative branch agencies

‘Do you feel that there are any additional congres-
sional or legislative branch individuals who may
have positions of sufficient influence to warrant
their being required to file financial disclosure
reports?

assistance was provided promntly? D Yes
1)
Assistance Assistance
Source of assistance adequate prompt [;] No (Go to 11.)
(2)

Yes No Yes No
1) 2 () )

Secretary of th
Senate Y ¢ D D D D
)] ) ) Q)

Senate Ethics
Committee D D D D
1)) 2) m Q)

Clerk of the House D D
2 m 2

-~
=
|

House Committee
on Standards of
Official Conduct

a(g O

) (¢} @

0O

-~
-—
-

Other (please
speclfy)

g o(g o

O] @ o @

. Were you aware of any interpretative rulings or

opinions (formal or informal) regarding the public
]ﬂnn?ncinl disclosure requirements set forth in the
aw

[E"_}ch

DNo

@

10.

1.

Please identify the type of positions that you had in
mind in answering the previous question.

The act defines high level employees as those who
are compensated at or above grade 16 of the Gen-
eral Schedule (currently $47,889 per year), and
work for more than 60 days in a calendar year. Do
you feel that these thresholds are appropriate for
identifying individuals who have to file, or should
they be raised or lowered?

a.D $47,889 is about right

$ * would be better

b.D 60 days is about right

days would be better

e ———
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12. Listed below are the categories of information which must be disclosed and their associated thresholds. For each
category please indicate the following: (A) whether or not the category is necessary assuming that the purpose of
financial disclosure is to allow the public to identify potential conflicts of interest, (B) whether or not you found
the required information particularly difficult to provide and (C) whether you think the associated reporting
threshold is appropriate.

(A) (B) €)
Not
Difficult  difficult {,
Information Not o to Current  About Threshold
category Necessary necessary | provide provide | threshold right  should be

a. Income from salary (excluding 9 g O 0 | swo O $e——m—rH
current U.S. Government ' i) Q)

employment), pensions and
honoraria

b. Income from dividends, interest,
rent or capital gains, including
trusts or other financial arrange-
ments

[(;] g) Q $100 O s——

O 0O 0O | s20 0O $ee—

2 (1) )

a =0

¢. Gifts of transportation, lodging,
food or entertainment (excluding
individual gifts valued at $35 or

less)

-
~—

d. Gifts other than transportation, g $100 O se————
lodging, food, or entertainment. ( Q)
(excluding individual gifts valued

at $35 or less)

=0

2)

—
-~

$250 0O se—f©o

O

¢. Reimbursements for travel related
expenses

-
=3
~
-—
[ d
-
-
—
-~

)

f. Interest in real or personal prop- O O $1,000 O $e— 0
erty. (real estate either held ( 2
individually, jointly or by virtue
of partnership or corporate
arrangement)

—
—
-
()
~—
-
—

g. Savings accounts or certificates
of deposit

=0
=0

E,] ss000 O $ee—m0—
0

“lsio00 O s

O
a

h. Stocks, bonds, commodities
futures, notes receivable, ctc.

-
—
~
—
[ d
~
-~
=
~—
—
N
-~

o
a

i. Liabilities to any creditor and re- $10,000 D Y

volving charge accounts Qa

—
-
™~
~
-
~
-
(4
-

j. Purchase, sale or exchange in real O O $1,000 O $e—-
property, stocks, bonds, com-
modities futures or other forms of
security

—
-
-
~
-~
-
~—
—_
D
~

66



APPENDIX I

APPENDIX I

13.

Disclosure report filers currently must provide in-
formation regarding such positions held as:

~ Officer — Proprietor

— Director — Representative

— Trustee — Employee, or

— Partner — Consultant

of any: or other:

— Corporation — Business enterprise

— Firm — Nonprofit organization
— Partnership - Labor organization

or other institution other than the U.S. govern-
ment.

Please indicate a) whether or not you think dis-
closure of such information is necessary to allow
for the identification of potential conflicts of inter-
est, and then b) whether or not you found such
information difficult to provide.

a.'D Necessary
(0)]

[a;l Not necessary

b. D Difficult to provide
H

[ Not difficult to provide
@

14,

16.

Filers of disclosure reports are also required to pro-
vide information describing any agreements or
arrangements with respect to:

— Future employment

— A leave of absence during period of Govern-
ment service

— Continuation of payments by former employ-
ers, or

— Continuing participation in an employee wel-
fare or benefit plan maintained by a former
employer.

Please indicate a) whether or not you think dis-
closure of such information is necessary to allow
for the identification of potential conflicts of inter-
est, and then b) whether or not you found such in-
formation particularly difficult to provide.

a. D Necessary
)

D Not necessary
2)

b. D Difficult to provide
(8}

[J Not difficult 10 provide
@

. How far in advance of the May 15 filing deadline

should the reporting forms and instructions be sent
out in order to allow reasonable time for their
completion?

D Weeks

If you filed late (after May 15, 1980) and have not
been granted an extension for filing, please indicate
your reasons for filing late.
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17.

19.

Current requirements also call for disclosing infor-
mation on the financial ingerests and holdings of
spouse and dependent children. Please indicate
&) whether or not you think the disclosure of such
information is necessary to allow for the identifica-
tion of potential conflicts of interest, and then
b) whether or not you found such information dif-
ficult to provide.

a. D Necessary
(1)

D Not necessary
2
b. Q Difficult to provide

EZJ Not difficult to provide
@

. Do rou think the level of detail required for infor-
mat

on on the financial interests and holdings of
spouse and dependent children is appropriate?

D Too much information is required
m

D The information required is about right
() (Go to 20,)

lz';? Not enough information is required

Q Don’t know (Go to 20.)

What changes, if any, do you think are needed in
the information required for your spouse and de-
pendent children? (Please explain why you feel
these changes are needed.)

The Ethics in Government Act requires GAO o
study the need for random audits of public financial
disclosure reports for completcngss and accuracy.

C.cmmmngzuny_amy would involve
verifying the correctness and completeness of the

reports. This type of audit would require access to
personal financial records and tax returns, as well as
interviews with persons familiar with the filer's
financial affairs.

20. Do you believe regularly scheduled confidential

random audits for completeness and accuracy
should be conducted?

D Yes

)

D No (Go to 24.)
2)

21, Who should be subject to such audits? (Check

either yes or no for each type of filer.)

Y No
a. Members of Congress D D

{}) 2)
b. Congressional staff members

) 2

¢. Congressional candidates

a=ad

d. Legislative branch employees

o~
~—
—

(]
-

22. Who should perform these audits?

D Senate Ethics Committee and House Committee
(1) on Standards of Official Conduct

D Secretary of Senate and Clerk of House
2

Ocao

(&3]

D CPA firm
4

) other ( )
(5) Specify

D Don’t know -
6

23. Should the results of each individual's audit be

made public?

D Yes (Go to 25.)
(1)

D No (Geo to 25.)
)
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A,

2s.

27.

Why don't you think such audits should be con-
ducted? (Check all that apply.)

EF Audits aren’t needed
)

R Would be an invasion of privacy

] Would cost too much
(0)]

[;.] Other (please specify)
)

If one of your staff members were randomly se-
lected to have their disclosure report audited for
completeness and accuracy, to which of the follow-
ing should the audit findings be available? (Check
all that apply.)

D Ethics Committee
[4)]

Q Employing Member

3 public

(1)

D Staff member audited
)

. Of what value would the results of an audit of your

staff member be 10 you?

Who do you believe should be responsible for in-
forming your staff about public disclosure report-
ing requirements and monitoring their compliance.
(Check all that apply.)

D Ethics Committee
m

D Employing Member
i)

O other ¢ )
(1 Specify

D Don't know
(¢}]

28.

29.

30.

31

—

32.

33.

Have you informed all your employees (including
new employees), who are subject to financial dis-
closure, about their responsibility to comply with
the financial disclosure requirements as set forth in
House/Senate rule (P.L. 95-521)7

D Yes

)

D No (Go to 30.)
(¥]]

Please describe how you do this.

Independently of the Ethics Committee, do you
(personally or through an assistant) determine
which of your employees are required to file finan-
cial disclosure reports?

D Yes

H

[ No (Go t0 32.)
@

How do you determine this?

Do you (or an assistant) verify that all employees,
who are required to file, have in fact actually filed?

D Yes

(8]

DNo .

2)

Do you review your employees’ disclosure reports
to determine whether there are any conflicts of
interest?

D Yes

)

DNO

2)
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34. How many employees from your personal staff
were required to file a public financial disclosure
report this year because they were compensated at
or above the (GS-16 level (currenily $47,889)?

Q Don’t know
(X)

D None

)
D Employees (Go to 43.)

Questions 35 to 40 are intended only for Representa-
tives, Senators should go directly to question 41,

35. The law requires that you designate an employee as
a principal assistant for purposes of filing a public
financial disclosure report if you do not have an
employee compensated at or above the GS-16 level.
Did you designate one or more principal assistants

for this year’s filing?

g Yes

g No (Go 1o 40.)
q

36. How many principal assistants did you designate?

D One (Go to 38.)
M

D More than 0ne aeemmsgu Principal
{X) Assistants

37. Why did you designate more than on¢ principal
assistant? (Check all that apply.)

D Same pay
(1)

Same duties
1l

D In potential conflict of interest position
h

D Other reasons (please specify)
(1)

38. What criteria did you use to select your principal
assistant(s)? (Check all that apply.)

D High salary

m

D Nature of duties
(]

D Other criteria (please specify)
1))

39. What were the position titles or major duties of the
employees from your personal staff who filed pub-
lic financial disclosure reports this year? (Check all
that apply and Go to 41,)

q Office manager/staff director
(

q Press aide
()

q Administrative assistant
(1)

D Legislative assistant
[§)

g Secretarial/clerical

D Counsel

(N

D Other (please specify)
)

40. Why was a principal assistant not designated for
this year's filing? (Check all that apply.)

g Didn’t know it was required
D Didn’t feel any staff member had a potential
(1) conflict of interest

[ Other reasons (please specify)
()
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about whether or not thzr
from reporting individua

S

The following questions (41-58) solicit your opinions about certain provisions of the existing disclosure law and
should be changed. For the most part such changes would require additional disclosure

41,

42.

43,

45.

47.

48,

49.

51,

52.

3.

54.

5s.

56.

7.

58.

Currently an individual, paid at or above the salary threshold, going from an execu-
tive branch agency 1o a member’s staff must file a disclosure report within 30 days
of their new employment while an individual moving from a legislative branch
agency to a member’s staff is not required to file as a new employee. Should the law
require a new employee filing in both situations?

The law does not require reporting on the interests of adult dependents. Should it?

Should adult dependent’s interests be reported and valued similarly to spouse
interests?

. The law does not require new employees, candidates, and dependent children to re-

port gifts including travel, lodging, food or entertainment. Should it?

The law does not require reporting the total value of individual gifts from one source
which are valued at less than $35 each. Should it?

. The law does not require new employees, candidates, and dependent children to re-

port reimbursements. Should it?

The law does not require that a category of value be assigned to reimbursements.
Should it?

The law does not require individuals to disclose the identity of the partners in a gen-
eral partnership. Should it?

The law does not spell out how different partnerships (whether general or limited) or
closely held corporate interests should be disclosed (e.g. partnership set up for hold-
ing real estate and/or securities as opposed to partnerships set up for trade or busi-
ness, i.¢. a restaurant or hardware store). Should it?

. Should a reporting individual’s interest in each ggset and liability and associated

be disclosed for general or limited partnerships and closely held cor-
porate interests?

The law does not require the disclosure of ‘interest rates as part of the description of
a liability. Should it?

The law does not require the reporting of contingent liabilities or status as an en-
dorser or guarantor of a loan, Should it?

The law requires rcrorting of pensions from former employers in cases where the
gchporting individual has contributed to the pension fund as a former employee.
ould it?

The law does not require that spouse and dependent children report non-
governmental positions, Should it?

The law does not require the reporting of honorary positions. Should it?

The law does not specify which methods are preferred for valuing different property
interests. Should it?

No report is required for earned income received by dependent children. Shouid it be
required?

The law currently requires members without GS-16 level staff (o designate at least
one principal assistant to file a disclosure report. Would you designate additional
staff if the law were changed to allow members with GS-16 level staff to do so at
their discretion? (Such individuals would be subject to the provisions of the law.)

Yes
{1

~
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$9. What improvements do you feel should be made in the public financial disclosure form and/or instructions to
simplify or enhance the reporting of required information?

60. What, if any, additional information, other than that discussed in questions 41-58, should be required in the law
to enable the public to monitor conflicts of interest?

61. Overall, what do you think of the administration of the legislative branch disclosure system? (Please include sug-
gestions for improvement based on your observations and experience.)
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Legislative Branch
Financial Disclosure

SURVEY OF DISCLOSURE REPORT REQUESTERS

OFFICIAL GOVERNMENT BUSINESS
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?pocific industry, organization,

d. Mass media (radio, TV, newspaper,
magazine)
e. Other ( )

e« 0]

specily
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APPENDIX I
U.S. GENERAL ACCOUNTING OFFICE
BURVEY OF DISCLOSURE REPORT REQUESTERS
INSTRUCTIONS 3. For what purjosc(s) were the financial
) ) ] Aisclognre renorts obtained? (Check all
We appreciate your taking time from a busy that apply.)
schedule to participate in this survey. It is
part of our effort to satisfy the manda g;] a. Conflict of interest determination
requirements of the 1978 Ethics in Government
Act. Not is in to answer all the
questions. Please follow the "Go to' instructions [;; b. Net worth estimation
80 you will only answer questions relevant to
you.
, Q ¢. Other purpose ( )
The questions below reflect only the reporting specily
requirements of the Ethics in Goverrment Act
of 1978. Indicate your answers by making a 4. Under Title I of the Ethics in Government
check (/) mark, entering a number, or writ Act the following groups are required to file
a brief response as appropriate. If you financial disclosure reports:
more gpace to answer certaln questions, please
attach additional Yugel and indicate to which —Senators and Representatives
questions they apply.
. L ~High level ($47,889 per year or more)
Please return the questionnaire in the congressional staff
envelope provided. If you have m% stions,
contact Mr. Pasquale Esposito at (202) 275-5140. —Designated principal assistants of
Again, thank you for your time and cooperation. members with no high level staff
~~Congressional candidates
1. l\@ did yon initially find C.Xlt that financial —‘ngl level ($47’889 per year or more)
disclosure reports were available? (Check employees of legislative branch agencies
all that apply.)
. Do you feel that there are any additional
Q a. Through the media congressional or legislative branch individuals
who may have positions of sufficient influence
.. ] ] ) to warrant their being required to file
gb- Familiarity with the legislation financial disclosure reports?
i Yes
[;]c. Told by a friend or colleague [(_‘;j‘l
No (Go to 6.
[;l'_;]d. Other ( ) [;] ¢ )
8pecity
] 3 . 5. Please identify the of positions that you
2. Which of the following did you represent had in mind in answering the previous quest}x’on.
when obtaining the 1 financial
disclosure reports? (Check all that
apply.)
a. Self
b. Public interest group h. The act defires hich level employeer ac thoge

who are compensated at or above grade 16 of the
General Schedule (currently $47, 9 per year),
and work for more than 60 days in a calendar
year. Do you feel that these thresholds are
appropriate for identifying individuals who have
to file, or should they be raised or lowered?

a. [_]$47,889 is about right
$___ would be better
b. [_]60 days is about right
days would be better
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7. Listed below are the categories of information which must be disclosed and
their asgsociated thresholds. For each category please indicate the follow-
ing: (A) whether or mot the category is necessary assuming that the purpose
of financial disclosure is to allow the public to identify potential con-
flicts of interest and (B) whether you think the associated reporting

(A) (B)
Information Not Current  About Threshold
category Necessary necessary threshold right  should be
s. Income from salary (excluding q q $100 D . P
current U.S. Government ( (

employment), pensions and
honoraria

b. Income from dividends, interest,
rent or capital gains, including
trusts or other financial arrange-
ments

|(;)] $100 0O $e———0

=0

c. Gifts of transporiation, lodging, [:] $250 D  J
food or entertainment (excluding 2)
individual gifts valued a1 $35 or

-
~—

lesy)
d. Gifts other than transportation, g] $100 0O $e——
lodging, food, or entertainment. H 2)

(excluding indisidual gifts valued
at 335 or less)

¢. Reimbursements for travel related $250 D

=03

expenses 2)
f. Interest in real or personal prop- g] $1,000 D ) S
erty. (real estate cither held ( (2)

individually, jointly or by virtue
of partnership or corporate
arrangement)

s. Savings accounts or certificates
of deposit

h. Stocks, bonds, commodities
futures, notes receivable, elc.

0 =0

[;? $5,000 .
0

$1,000

=
=
L

i. Liabilitics 10 any creditor and re- D $10,000
volving charge accounts

-—
~—

—
[>d
P4

O 0 0~O0

j. Purchase, sale or exchange in real D $1,000
property, stocks, bonds, com-
modities futures or other forms of
security

-
s
-—
-~
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8.

Disclosure report filers currently must
provide information regarding su
positions held as:

—Officer —Proprietor

~Director ~~Representative
~Trustee —Employee, or
-—Partner —Consultant

of any: or other:

~~Corporation —Business enterprise
~Firm —Nonprofit organization
—Partnership ~Labor organization

or other institution other than the U.S.
govertment.

Please indicate whether or not you think
disclosure of such information is necessary
to allow for the identification of potential
conflicts of interest.

Filers of disclosure reports are also required
to provide information describing any agree-
ments or arrangements with respect to:

—Future employment

~-A leave of absence during period of Govern-
ment service

—Continuation of payments by former employers,
or

—Continuing E;x;;igipation in an employee
welfare or fit plan maintained by a
former employer.

Please indicate whether or not you think
disclosure of such information is necessary
to allow for the identification of
potential conflicts of interest.

APPENDIX I

10. Current requirements also call for disclosing
information on the financial interests and
holdings of spouse and dependent children.

pocings 9. g :
Please indicate whether or not you think the

disclosure of such information is necessary
to allow for the identification of potential
conflicts of interest.

g Necessary

[_;g Not necessary (Go to 13.)

11. Do you think the level of detail required for
information on the financial interests and
holdings of spouse and dependent children is

appropriate?

[;; Too much information is required

Iz—;;l The information required is about right
(Go to 13.)

;;l Not enough information is required

QDon't know (Co to 13.)

12. What changes, if any, do you think are needed
in the information required for spouse and
dependent children? (Please explain why you
feel these changes are needed.)

The Ethics in Government Act requires GAO to study
the need for random audits of public financial
disclosure reports for completeness and accuracy.
Completeness and acfuracy audits would involve
verifying the correctness and completeness of the
reports. This type of audit would require access to
personal financial records and tax returns, as well
as interviews with persons familiar with the filer's
financial affairs.

76

13. Do you believe regularly scheduled confidential
random audits for completeness and accuracy should
be conducted?

l_(_l__lees
l;;]No Go to 17.)
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14.

15.

16.

Who should be subject to such audits?
(Check either yes or no for each type
of filer.)

Y

®
-]

a. Members of Congress

b. geional staff
e

c. essional
mdntes

d. legislative branch
employees

g1 &J g1
CHECHECEL

w o

Who should perform these audits?

Senate Ethics Conmittee and House
Committee on Standards of Official
Conduct

I;;I Secretary of Senate and Clerk of House

[;)]mr ( Specily )

Should the results of each individual's
audit be made public?

Q‘les (Go to 18.)
QNO (o to 18.)

77

17.

18.

19.

20.

21,

APPENDIX I

Why don't you think such audits should be
conducted? (Check all that apply.)

Q Audits aren't needed

Q Would be an invasion of privacy

Q Would cost too much

|;;] Other (please specify)

Copies of trust instruments for qualified blind
trusts, a list of assets initially deposited in
the trust and a list of assets subsequentl
placed in trust or sold are available to the
public for examination, although not as part
of financial disclosure reports?

Were you aware of this availability?

Q Yes
I;] No (Go to 20.)

Have you ever requested any of these documents?

I_(—;)JYes (Go to 21.)
[(;;]No (Go to 21.)

Would you have requested any of these documents
if you had known they were available?

e
[;]No
QDOn'tknow

Do you think these documents should be
part of the financial disclosure reports?

@Yes
gjnm':m



APPENDIX I

of their new employment while an individual mosing from a legislalive branch
agency to a member's saff is not required 10 tile as a new employee. Should the faw
require a new employee tiling in both situations?

23. The law does not reguire reporting on the interests of adult dependents, Should i1?

24 . Should aduli dependent’s interests be reported and valued similarly to spouse
interests”?

25. The law does not require new emplovees, candidates, and dependent children to 1e-
port gifts including travel, lodging, food or entertainment. Should it?

26. The law does not require reporting the total value of individual gifts from one source
which are valued at less than $35 cach. Should i?

27. The law does not require new employees, candidates, and dependent children 1o re-
port reimbursements. Should it?

28. The law does not require that a category ol value be assigned to reimbursements.,
Should it?

29. The law does not require individuals to disclose the identity of the parters in a gen-
cral parinership. Should it?

30. The law does not spell out how ditferent partnerships (whether general or limited) or
closely held corporate interests should be disclosed (¢.¢. partnership set up lor hold-
ing real estate and/or securities as opposed 10 parinerships set up for trade or busi-
ness, i.e. a restaurant or hardware store). Should it?

31. Should a reporting individual’s interest in cach gasel and liability and associated
YT be disclosed tor general or limited partnerships and closely held cor-
porate inferests?

32. The law does not require the disclosure of interest rates as part ol the deseniption ol
a liability. Should it?

33. The law does not require the reporting of contingemnt habilities or status as an en-
dorser or guarantor of a loan. Should it?

34 . The law requires reporting ol pensions from tormer employers in cases whete the
reporting individual has contributed 10 the pension fund as a former vmployee,
Should it?

35, The law does not require that spouse and dependent children report non-
governmental positions. Should it?

36 . The law does not require the reporting of honorary positions. Should it?

37. The law does not specify which methods are preferred tor valuing ditferent property
interests. Should it?

38. No report is required for earned income received by dependent children. Should it be
required?

-
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APPENDIX I
e following questions (22-38) solicit your oplnlons about ce TOV1i810Nn§
gf th existfn d!cclgsuge law and 3bout yhether ot noi Sbey 8 e changed.
or the mogt ¥t s\{c changes would require additiona isclosure frow
reportin !nd viduals.
Don’t
Yoo No Kinow
th ) )
22. Currently an indisidual, paid at or above the salary threshold, going from an evecu- q]
tive branch agency 1o a member’s stafl must file a disclosure report within 30 days M 2 ()

a

0=0:
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39. Please indicate the mgmlﬁm of different financial disclosure reports obuine«il
Distinguish those requested through the mail

during 1980 by filli the appropriate boxes.
from those as

requested in person.

SENATE
Employees of GAO, OTA, Cost Accounting
Standards Board, National Commission on|
Their Senate Air Quality, Office of the Attending
tors __ staffs __candidates _ Physician
In
person
By
mail
HOUSE OF REPRESENTATIVES
Employees of CBO, GPO, Library of
Congress-  Their House Congress, Botanic Gardens, Architect
men staffs candidates of the Capitol
In
person
meil
40. How many of the financial disclosure 42. For the financial disclosure reports you
reports you requested in person were requested % mail, what was the typical cime
provided to you at that time between sending your request and receiving
the reports?
SENATE HOUSE
SENATE HOUSE
Q Does not apply, [(;;I — :
did not request l;' Does not apply, did l;;;]
reports in not re?uest reports
person by mai
s e
g Most [;; E;)] 7 - 13 days g;]
G = "
Q None E_s_’] I;g 21 days or more [;l
41. What was the explanation given (if any) 43. Were the respective Senate and House offices
for not providing the requested reports? eventually able to provide you with copies
of all the reports you requested?
SENATE . HOUSE
-
@ " o
[;] Does not apply, none [;]
requested
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44. For those reports you have not received 46, Do you anticipate requelt financial
(if any), vhat reasons were given? disclosure reports to be filed next year?

E_;’ Definitely (Go to 48.)

l;] Probably (Co to 48.)

45. 1In addition to yourself, how many others o
made same use of the specific 1 Q Definitely not
“disclosure reports you obtained.

Number of others who used reports

47. why don't you think you will request disclosure reports next year?

48. What improvements do you feel should be made in the public tinancial disclosure form and/or
instructions to simplify or enhance the reporting of required information?

49. What, if any, additional information, other than that discussed in questions 22-3§, should be
mquu-ed in the law to enable the public to monitor conflicts of interest?
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APPENDIX

STATE SECRETARY QUESTIONNAIRE

Instructions

Most of the questions require
£111ing in a number, percent, or dollar
value. For others only a check (v)
mark is necessary. In a few cases a
brief written response is needed. If
you cannot answer the questions in the
space provided, please attach additional
pages, properly numbering each response
according to the question to which it
applies.

Please complete the guestionnaire
and return it, using the envelop pro-
vided, within the next 2 weeks. Should
you need any assistance or clarification
call Mr. Pasquale Esposito at {202)
275-5140.

state Code | | |

1. For each of the following categories
of individuals indicate how many dis-
closure reports your office received
from the Secretary of the U.S. Senate
and Clerk of the U.S. House of Rep-
resentatives during calendar year
1979.

Senators from your state?

Candidates for Senator from
your state?

Representatives from your
state?

d. Candidates for Representa~
tive from your state?

Piease indicate on a separate attachment
the name of each individual for whom you

have received a disclosure report and the

date your office £§f§£!§d<ﬁ§§~£9295§;

2. How long will these public financial
disclosure reports be retained by

your office?

Year (s)

Don't know, policy not yet established

3. Does your office now keep or intend to keep
records of the requests made by the public
for copies of the disclosure reports?

Yes

No

—
———

81

Please enclose a copy of
questors are required to
ia_'use_d.

How many requests for disclosure re-
ports did your office receive during
calendar year 19792 (If your office
does not keep records please provide
an estimate.)

Reguests

What percent of the calendar year
1879 requests were walk-in and what
percent came through the mail or by
telephone?

a. Walk=-in requests 1
b. Mail and telephone re-
quests )

What percent of the calendar year
1979 requests came from out of
state?

%

What percent of the calendar year
1979 reguests were made by each of
the followlng groups?

a. Journalists $

b. Public interest groups %

c. Private citizens ]

d. Other ( ) %
specify

e. Other { ) L)
specify

What information, if any, do you now re&quire
or plan to require of persons requesting
disclosure reports before filling their
requests?- (Check all that apply.)

a. None

b. Name

Address

Employex/occupation

Intended use

f. Other ({ )
specify

Other |{ )
specify

RRRRR

the form re-
complete if one

1



APPENDIX I

10.

1.

12,

Are requestors required to pay for
coples of disclosure reports?
Yes

No (Go to 11.)
How much per report Or per page are
requestors charged?
$__. _ per report
$___s__ bper page
How long does it usually take be-
tween the time mail requests are
received and the requested reports
are mailed cut?

1 day
2=3 days

4~-5 days
6-10 days

More than 10 days

Section 104 (e) of Title I of the
Ethics in Government Act of 1978
states that 1t is illegal for any
person to obtain or use a dis-
closure report=-

for any unlawful purpose;

for any commercial purpose
other than by news and communi-
cations media for dissemination
to the general public;

for determining or establishing
the credit rating of any indi-~
vidual; or

for use, directly or indirectly,

in the solicitation of money
for any political, charitable,
or other purpose.

Does your office inform requestors
of these statutory restrictions?

Yes

No (Go to 14.)

82

13.

14.

APPENDIX

Please describe the means used by
your office to inform requestors of
the restrictions on the use of dis-
closure reports.

Has any attempt been made to publi-
cize the availability of disclosure
reports in your state? (Check all

that apply.)

No attempt

Radio

Television

Print media

Other ( )
specity

RN

Please enclose a copy of‘gh;hﬁhbiicliy_—

materials used, if available.

15.

16.

Has your office ever received an
inquiry from any Federal offices
regarding the public availability
of such reports?

No (Go to 17.)

Yes, from ( )
specify

What were the reasons for the Federal
ingquiry?
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17.

19.

20.

Have you received any instructions from the
Secretary of the Senats or Clerk of the
House regarding the maintenance or disposi-
tion of the financial disclosure forms?

Yes (please enclose a copy)
No

How much do you estimate it costs your
State to maintain, process, mddispoce
of copies of Manbers' of
congressional candidates' public finan—
cial disclosure reports?

$ per year

pon't know
Use the space below to make any addi-
tional observations or comnents you
think are relevant to the topic of
public financial disclosure reporting.

Please provide the name and phone number
of person(s) in your Office who can
answer any additional questions we may
have on this topic.

~{Name)

— =T —

83
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Before returning the questionnaire
please be sure that the requested
materials are enclosed including:

a. Attachment indicating names
and dates, Members of Congress
and candidates disclosure re—
ports were received.

b. A copy of the form used by re-
questors.

c. A copy of any publicity nuterials
used.

d. A copy of any instructions re-
celved from the Secretary of
the Senate or Clerk of the
House.
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STATE ETHICS OFFICIAL QUESTIONNAIRE
Instructions

2. what criteria are used to determine which

Answer the following questions by making a check ()
mark, filling in the appropriate number, or writing
a brief statement when necessary. If you cannot
answer the questions in the space provided, please
attach additional pages, properly numbering each re-
sponse according to the question to which it applies.
Please coordinate the completion of this survey with
any other organizations in your State if they can
better provide answers to certain guestions. Return
the completed questionnaire in the envelope provided
within 2 weeks. If you have any questions contact
Mr. Pasquale Esposito at (202 275-5140.

State Code

1. What type of financial disclosure reports are
offictials in the legislative branch of your State
government ra;uirﬁg to Tile? (For this and
following questions consider State level officilals
only, not county, city or other lower level

jurisdictions.) @

Category of Official

a. legislators

b. Candidates for
Elective Office

c. Legislative branch
amployees

d. Other:

( )
specify

(If no disclosure is required of legislative
kranch officials or candidates go directly
to question 18.)

84

legislative branch employees must file a
disclosure report? (Check all that apply
and provide additional information requested.)

Does not apply-—legislative branch
employees are not required to file.

All State level legislative branch
enployees are required to file.

Only those at or above salary/grade
thresholds must file. (Indicate
threshold salary or salary at thres-
hold grade)

R

(per year)

Only those in certain positions or with
certain responsibilities are required to
file. (Specify nature of positions or

responsibilities)

How often are legislators and legislative branch
employees required to file financial disclosure
reports?

Legislative Branch

Legiglators Enployees

Every 6 months
Annually

Thpmuns T ermmasan
EVery « years

Other interval

(specify)

Does not apply
no disclosure
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4. How many legislative kxanch officials filed
duclolurey lgm during calendar year 1979?
(mwmmuumm in each of the
boxes below.) -

[o of Official
a. Legislators

b. Candidates for Elective Office

¢. Legislative lranch erployees

d., Other ( )
(specify)

GAO is required to make recommendations about
the nead for audits of public financial disclosure
reports. In general two types of audits could be
oconsidered—audits for corpleteness and accuracy
and audits to determine conflicts of interest.
Both would be performed by an independent group
and would be in addition to any supervisory review
of disclosure reports. For the purposes of this
questionnaire, reviews to verify that all necessary
items on a disclosure report are filled out and
that there are no obvious inconsistencies or mis-
interpretations of instructions are not considered
audits,

%%lml and accur% audits inwolve
veri orma the disclosure

report was correct and that no additional informa-~
tion should have been reported but was omitted.
This type of audit can require access to personal
financial records, tax returns, and interviews with
persons familar with the filer's financial affairs.

conflict of interest audits involve a
ocarparison O orma provided in the
disclosure report with the filer's job duties
and responsibilities. A determination would
be made about whether or not any conflicts of
interest exist.

5. Are any audits of legislative branch disclosure
reports currently performed 1In your State on a
regularly scheduled basis? (Check all that
apply.)

No audits are conducted. (Go tO question 15.)
Audits are only conducted in response to
specific allegations or complaints. (Go to
question 15.)

Regularly scheduled campleteness and
accuracy audits are conducted.

Reqularly scheduled conflict of interest
audits are conducted.

85

6.

8.

APPENDIX I

Are these aidits of legislative branch disclosure

reports specifically required by your State ethics/
disclosure laws or requlations?

Yes

No, but the intent/legislative history of
the relevant laws clearly calls for them.

No, but they have been determined tO be
necessary by the State office charged with
implementing the legislation.

. Please describe briefly the reasons why audits

of legislative kranch financial disclosure reports
are conducted in your State.

Canpleteness and Accuracy:

Conflict of Interest:

How many audits of legislative branch disclosure
reports were conducted during calendar year 15797
(Enter the appropriate number in each of the
boxes below.)

Tvpe of Audit
Thpleteness  Conflict of
and Accuracy Interest

Category of Official

a, Legislators

b. Candidates for
Elective Office

c. Legislative
branch emplpyees




APPENDIX 1

9. If some of the categories of legislative branch
officials shown in question 8 are audited and
others are not, please explain the reasons why.

Conpleteness and Accuracy':

onflict of Interest:

10, Are these audits conducted by governmental or
private organizations?

a, Oampleteness and Accuracy Audits:

Does not apply—this type of audit
not conducted

Governmental

Private

b. Conflict of Interest Audits:

Does not apply--this type of axdit
not conducted

Goverrmental
Private
11, what is the name Oof the organization(s) that
conduct (8) avudits of your State's financial
disclosure reports?

a. Completeness and accuracy audits:

b. Conflict of interest audits:

86

APPENDIX

12. Approximately how many staff years were expended
by professional perscnnel in calendar year 1979
audits?

a. Conpleteness and accuracy audits:
Staff Years

b. Conflict of interest audits:
Staff Years

13. wWhat was the total cost for auwdits during
calendar year 19797

a. Completeness and accuracy audits:
$

b. Oonflict of interest axdits:
$

Please enclose a ocopy of the procedures or
audit programs associated with these audits.

14. Are the results of individual's audits available
to the public?

2. Conpleteness and accuracy audits:
Does not apply--this type of audit
not conducted :

Yes

e

No

w——

b. Conflict of interest audits:

Does not apply--this type of audit
not conducted

Yes

No

15, If regularly scheduled audits of legislative
Iranch disclosure reports are not currently
conducted, is it likely they will be in the

future?
T Yot
. eteness [5]

and Accuracy Interest

Does not apply
such audits are
currently con=
ducted
Definitely yes
Probably yes

Uncertain

Probably no

Definitely no
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18. Are any audits of executive branch disclosure

16. Listed helow are several possible reasons why

reports currently perfo your State on
a regularly scheduled basis? (Check all that

apply.)
_ __ Does not apply-~financial disclosure is

T not required in the executive branch
Go to question 20.)

No audits are conducted (Go to question
20.)

—— Audits are only conducted in response to
specific alTagations or complaints.

b. Too expensive
(G0 to question 20.)

c. An inoonvenience

to filexs Reqularly scheduled completeness and

- T T accuracy audits are conducted

4. A violation of

filers privacy Reqularly scheduled conflict of interest

rights audits are conducted
8. Not necessary (please 19, Please describe briefly the reasons why audits

why) of executive branch financial disclosure reports

f. Other (please specify)

17. lListed below are several possible reasons why
legislative hranch financial disclosure reports
are not audited for conflict of interest.
Please indicate the r ve rtance of
each in the case of Your State,

;f/?&f

Such sudits are/would be: ——
a. Prohibited by law

20.

are oo your State.

Completeness and ACCUracy:

Conflict of Interest:

Are any audits of judicial branch disclosure
reports currently performed your State on
a regqularly scheduled basis? (Check all that
apply.)

_____ Does not apply-~financial disclosure is
T not required in the judicial branch
(Go to question 22,)

No audits are conducted (Go to question 22.)

b. Too expensive
_ Audits are only conducted in response to
¢, An inconvenience T specific allegations or complaints (Go to
questicn 22.)
4. A vioclation of
filers privacy Regularly scheduled completeness and
rights accuracy audits are conducted.
e. Not Reqularly scheduled oconflict of interest

necessary
(please indicate why)

f. Other
{Please specify) — — e

audits are conducted.
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21. Please describe triefly the reasmns uhy audits of

22.

judicial branch financial disclosure reports are
conducted in your State.

Campleteness and Accuracy:

Conflict of Interest:

Please summarize your thoughts on the value of
audits of disclosure reports to:

a, the public
Conpleteness and AcCuracy':

Conflict of Interest:

b, filers' supervisors
Completaness and Accuracy:

Conflict of Interest:

c. ethics officials
Conpleteness and Accuracy:

Gonflict of Interest:

88
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23. Does your organization fall within one of the

tranches of State govermment or is it indepen-
dent?

___ legislative kranch

____ exacutive hranch

___ judicial branch

____ independent
Please indicate the name and phone number of
person(s) in your office whom we may contact

should it be necessary to obtain additional
information.

(Name)

(Phone)

Please enclose a copy of the relevant State
ethics/disclosure law(s).
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Did you fill out your Own
disclosure report this year
or did sameone else assist
in the preparation of your
forms? (Check all that

apply.)

I prepared them myself
1 was assisted by:
An attorney
An acoountant
Staff
Sameone else

TABLE 2

Respondents Who Prepared Their Own Disclosure

Reports and the Extent of Assistance Needed

legislative branch employees

Legislative
Merbers of Congress branch Congressional
Senate House Senate House agencies candidates
(percent)
12.0 41.5 93.5 100.0 98.1 76.9
18.0 4.0 - - - 1.1
36.0 16.1 1.7 - 0.3 16.9
6400 43-1 1-7 - - 7-4
8.0 3.2 3.1 - 1.6 1.1

I XIaNdddy

I XIAN3ddav



TABLE 3

Respondents' Opinions of How Far In Advance

Disclosure Forms Should Be Available Before

the May 15 Filing Due Date

Legislative branch employees

Legislative
Members of Congress branch Congressional
Senate House Senate House agencies cardidates
(percent)
How far in advance of the
v) May 15 filing deadline
© should the reporting forms
and instructions be sent
out to allow reasonable
time for their campletion?
1-3 weeks 2.1 6.9 4.9 1.5 4.6 14.3
4-6 weeks 31.2 51.7 55.7 65.8 54.1 67.5
7-9 weeks . 33.3 21.1 27.9 24.6 22.2 1.9
10-12 weeks 20.8 15.1 8.2 5.9 15.0 10.7
13-15 weeks 6.2 1.3 - 1.1 1.2 2.5
16-26 weeks 4,2 3.9 3.2 1.1 3.0 3.1
52 weeks 2.1 - - - - -

Note: Colums do not total due to rounding.

I XIANIddVY

I XIANZdav
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Source of assistance

None reguested

Secretary of the
Senate

Senate Ethics
Cammittee

Clerk of the House

House Ethics Cammittee

Other

TABLE 4

Respondents Who Requested Financial Disclosure

Assistance When Conpleting Their Forms

Legislative branch amployees

Legislative
Menber of Congress branch Congressional
Senate House Senate House agencies candidates
(percent)
56.9 69.4 78.8 88.7 93.5 75.7
7.8 1-6 3.4 - - 0‘5
43.1 106 18.0 - - 5-6
- 9-6 - lol 302 900
- 28.6 - 10.3 0.8 -
2.0 3.2 4.8 - 3.2 14.3

1 XIANI4dY

I XIgN3Idav
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TABLE 7

Respondents' Estimates of Time Needed to Prepare

Their Disclosure Reports

legislative branch employees

I XIGNJIddv

Legislative
Members of Congress branch Congressional
Senate House Senate House agencies candidates
(percent.)
How many hours would you
estimate were required
to prepare your 1980
0 report?
D
poet Less than 1 hour 13.7 11.5 7.8 34.8 19.7 8.4
1 hour - 19.4 34.4 38.4 36.6 26.4
2 hours 7.8 23.4 32.8 16.1 21.0 24.7
34 hours 19.6 17.0 17.2 5.7 18.3 16.9
5-10 hours 27.4 17.1 7.9 4.9 3.8 11.3
0.6 12.4

Over 10 hours 31.4 11.5 - -

I XIAN3ddv



56

TABLE 8

Respondents' Costs Incurred to Camply

With 1980 Filing Requirements

Legislative branch employees

Legislative
Menbers of Congress branch Congressianal
Senate House Senate House agencies candidates
(percent)
Total costs for camply-
ing with the 1980 filing
requirements
None 72.5 82.9 92.2 98.6 94.4 74.7
Under $100 - 4.4 4.7 0.7 3.1 20.8
$100-$200 4.0 6.7 1.6 0.7 2.5 0.6
$201-$500 13.7 3.6 1.6 - - -
Over $500 9-8 2.4 - - - 3.9

I XIANZddY

I XIaNdddv
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Disclosure category

Reinbursements for travel
related expenses

Interest in real or per-
sonal property (real
estate either held indi-
vidually, jointly, or by
virtue of partnership or
corporate arrangement)

Savings accounts or cer-
tificates of deposit

Stocks, bonds, commodi-
ties futures, notes re-
ceivable, etc.

Liabilities to any cred-
itor and revolving charge
acoounts )

Purchase, sale, or ex-
change in real property,
stocks, bonds, caommodi-
ties futures, or other
forme of security

TABLE 10 (cont.)

Legislative branch employees

Legislative

Members of Congress branch Congressional Report

Senate House Senate House agencies candidates users
Nec. Dif. Nec. Dif. Nec. Dif. Nec. Dif. Nec. Dif. Nec. Dif. Nec.

(percent)

49.0 27.1 58.9 19.8 69.4 1l6.4 57.3 5.9 81.0 9.4 59.2 23.3 93.4
82.0 22.4 78.4 21.9 74.2 17.5 79.2 13.0 84.9 10.5 84.5 15.4 98.7
71.4 - 62.9 4.2 61.3 5.6 49.6 4.7 57.8 2.7 68.0 6.1 92.0
93.9 6.3 87.7 13.3 73.0 10.7 83.6 8.0 89.1 1l1.4 87.6 12.8 97.3
82.0 8.3 78.0 15.7 79.4 10.7 69.5 10.9 75.7 9.2 67.4 15.9 94.6
88.0 19.1 84.1 19.2 6€9.8 17.9 82.2 8.4 86.9 17.8 82.2 18.4 100.0

I XIANA4dVY

I XIAN3ddv
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Disclosure category

Disclosure report filers
currently nmust provide in-
formation regarding posi-
tions held other than U.S.
governmental positions.

Filers of disclosure re-
ports are also required
to provide information
describing any agree-
ments Or arrangements
regarding future employ-
ment, a leave of absence
during period of Gowvern—
ment service, continua-
tion of payments by
former employers, or con-
tinuing participation in
an employee welfare or
benefit plan maintained

by a former employer.

Current requirements
also call for disclosing
information on the finan—
cial interests and hold-
ings of spouse and de-
pendent children.

TABLE 10 (cont.)

Legislative branch employees

Legislative
Menbers of Congress branch Congressional Report
Senate House Senate House agencies candidates users
Nec. Dif. Nec. Dif. Nec. Dif. Nec. Dif. Nec. Dif. Nec. Dif. Nec.
(percent)
g85.1 15.2 85.8 1.1 88.9 - 88.8 3.8 96.4 3.3 82.7 20.5 98.7
81.3 13.6 81.8 12.6 84.1 7.3 8l.6 3.6 88.8 7.8 69.5 23.5 96.2
58.3 43.5 57.9 31.4 50.8 25.0 51.6 19.0 78.1 13.6 62.6 39.5 85.7

-—

I XIAgN3ddv

I XIANIddAV
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TABLE 11

Respardents® Opinions aon the Level of Detail Required For

and Deperndent Children Disclosure

Members of Congress

legislative branch employees

Senate House

Senate

Legislative
branch
House agencies

Do you think the
level of detail re-
quired for informa-
tion on the finan-
cial interests and
holdings of spouse
and deperdent child-
ren is appropriate?

Too much infor-
mation is re-
quired. 4.7 36.8

The information

required is

about right. 51.1 45.0
Not enough infor-

mation is re-

quired. - 2
Do not know. 4.3 16.

17.5

(pfaroent)

32.1 22.8
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Income from salary
(excluding current
U.S. Government em-
ployment), pensions,
and honoraria.

$100

$200-$500

$1,000-55, 000

Income fraom divi- -
dends, interest,
rent, or capital
gains (including
trusts or-other
financial arrange-
ments) .
Under $100
$100
$200-$500
$501-$999
$1,000-$5,000

TABLE 12

Reporting Thresholds Suggested By Respondents

Legislative branch employees

Legislative
Members of Congress branch Congressional Report
Senate House  Senate House agencies candidates Uusers
(percent)

48.9 66.5 58.2 59.6 50.1 52.9 85.9
27.7 15.6 18.1 19.0 15.2 13.2 7.7
23.4 17.9 23.7 21.4 34.6 33.8 6.4
- - - - - - 1.3
50.0 62.3 53.6 53.9 44.3 59.6 89.3
30.4 14.4 19.7 21.2 19.4 12.8 5.3

- - - - - 2.8 -
19.6 23.3 26.8 25.0 36.5 24.8 4.0

I XIANIddyY

I XIANIddv
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Gifts of transpor-
tation, lodging,
food or entertain-
ment (excluding
individual gifts
valued at $35 or
less).

Under $100

$100-$160

$250

$350-$500

$501-$999

$1,000-$7,000

Gifts other than
transportation,
lodging, food, or
entertainment (ex-
gifts valued at
$35 or less)
$10-$50
$100
$200-$500
$1,000-$5,000

TABIE 12 (cont.)

lLegislative branch employees
Legislative
branch Congressianal
candidates

Members of Congress

House agencies

(percent)

12.0
75.9

I XIgNdddv

I XIANIddv
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vot

Savings accounts or
certificates of
deposit

Inder £1. 000

VAmAed WA § W

$1,000-$3,000
$5,000
$10,000-$25, 000
Over $25,000

Stocks, bonds, ocom-
modities futures,
notes receivable,
etc.
Under $250
$250-$500
$1,000
$2,000-$5,000

SE._ NN1_C10 . NNN

W g VLT Y AU g WUV

Over $10,000

Liabilities to any

creditor and revolv-

ing charge accounts
Under $1,000
$1,000-85,000
$10,000
$15,000-$25,000
over $25,000

TABIE 12 (cont.)

Legislative branch enmployees

Members of Congress
Senate House Senate House
(percent)
il 005 = =
4.7 5.5 4.2 3.3
90.5 82.5 83.3 8l.1
4.8 10.5 12.5 15.6
bt 100 - -
- 0-4 - -
67.4 78.8 8l1.1 82.7
27.9 17.5 13.2 13.6
4.7 1.¢ 5.7 2.8
- 104 - 009
- 005 - -
17.1 9.3 19.1 12.4
82.9 87.3 80.3 84.8
- 2.9 - 2.0
- - - 1.0

Legislative
branch
agencies

*

N O
N WO -
NBNDOIR



TABLE 12 (cont.)

Legislative branch employees

APPENDIX I

Members of Congress

(percent)
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$501 - $900
$1,000
$5,001-$10,000
Over $10,000

$100 - $500
$2,000-$5, 000

bonds, camodities
futures, or other

forms of security

property, stocks,

Purchase, sale, or
exchange in real
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Days of service for
required filers
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TABLE 13

Respondents Who Felt That Additional Positions Should

Be Subject to Financial Disclosure Requirements

Under title I of the

Ethics in Goverrment Act,
the following groups are
required to file finan—
cial disclosure reports:

—Senators and Represen—
tatives.

—High-level ($47,889 per

year or more) ocongres-
sional staff.

—Designated principal as-
sistants of Members with-—
out high-level staff.

~—Congressional candidates.

—High-level ($47,889 per
year or more) employees
of legislative branch
agencies.

Do you feel that there are
additional congressional or
legislative branch individ-
uals who may have positions
of sufficient influence to
warrant their being re-
quired to file financial
disclosure reports?

(Yes responses)

lLegislative branch employees

Legislative
Menbers of Congress branch Congressicnal  Report
Senate House Senate  House agencies candidates  users
{percent)
5.9 6.8 16.0 11.9 8.3 10.9 30.4

I XIdNJddv

I XIAN3ddv
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The law does not re-

quire individuals to

disclose the identity
of the partners in a

general parternship.

Should it?

The law does not spell
out how different part-
nerships (whether gen-
eral or limited) or
closely held corporate
interests should be
disclosed (e.g., part-
nership set up for
holding real estate
and/or securities as
opposed to partnerships
set up for trade or
business, e.g., a
restaurant or hardware
store). Should it?

Should a reporting in-
dividual's interest in
each asset and liabil-
ity and associated
transactions be dis-
closed for general or
limited partnerships
and closely held cor-
porate interests?

TABLE 14 (cont.)

Legislative branch employees
Legislative

Members of Congress

Senate House Senate House agencies cardidates users
Do not Do not Do not Do not Do not Do not Do not
Yes know Yes kinow Yes know Yes know Yes know Yes know Yes know
(percent)
37.0 8.7 42,9 7.4 50.0 3.1 34.1 6.1 61.2 13.0 45.6 4.1 88.2 3.9

39.1 8.7 39.2 13.7 48.4 14.1 36.0 22.5 55.3 21.3 50.3 9.5 76.0 13.3

28.9 8.9 28.9 17.5 24.2 14.5 19.5 29.4 35.1 23.7 46.3 6.7 69.3 13.3
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TABLE 14 (cont.)

Merrbers of Congress

Senate

House

Legislative branch employees

Senate

Legislative

branch Congressional Report
candidates _ users

House agencies

Do not

Do not

Do not Do not

Yes know Yes know Yes know Yes know Yes know

Do not

Yes

Do not
know

Yes

Do not
know

The law does not re—
quire the disclosure
of ipterest rates as
part of the descrip-
tion of a liability.
Should it? 37.0

The law does not re-—
quire the reporting
of contingent liabil-
ities or status as an

endorser or gquarantor

of a loan. Should it? 32.6

The law requires re-
porting of pensions
fram former employers
in cases where the re-
porting individual had
contributed to the pen-—
sion fund as a former
enployee. Should it? 37.0
The law does not re-

quire that spouse and
dependent children re—

port

nongovernmental
positions. Should it? 17.4

The law does not re-
quire the reporting of
honorary positions.

Should it? 2.2

10.9

8.7

4.3

2.2

2.2

25.5

29.7

27.3

17.8

9.6

7.8

10.9

6.1

2.6

26.6

32.8

25.0

17.2

15.6

(percent )

3.1 16.2 11.9 27.2 13.9

9.4 24.0 18.9 41.8 17.9

9.4 17.9 9.3 30.0 9.0

- 17.6 6.1 5.5

9.4 14.0 14.4 28.4 20.4

25.5

33.7

26.6

34.9

10.3

13.6

11.2

10.1

8.9

65.3

62.7

60.0

41.3

6.7

10.7

6.7

2.7

5.3

I XIANdddVY
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TABLE 14 (cont.)

legislative branch

Msrbersofamgre;ss

Senate House Senate

Legislative

branch Congressional Report

House agencies

candidates  users

Do not Do not

Do not

Do not

Do not

Yes know Yes know Yes know Yes know Yes know

Do not Do not
Yes know Yes know

The law does not speci-
fy which methods are
preferred for valuing
different property

(percent)

interests. Should it? 26.1 2.2 22.1 16.0 18.8 15.6 19.4 20.8 33.7 14.7

No report is required

for earned inocome

received by dependent

children. Should it? 4.3 2.2 13.5 7.0 17.2

The law currently re-
quires Members without
GS-16 level staff to
designate at least one
principal assistant to
file a disclosure re-
port. Would you desig-
nate additional staff
if the law were changed
to allow Members with
GS5-16 level staff to
do so at their discre-
tion? (Such individuals
would be subject to
the provisions of the
law.) 18.2 20.5 21.4 20.5 -

4.7 14.4

3.9 28.8

6.2

22.5 15.4 70.7 9.3

18.4 5.3 43.8 5.5

I XIaNdddv

I XIANIJdw



APPENDIX I

APPENDIX I

L°99 S 06 P8 6°€6 G°68 ¥°L8 9°¥8
€£°t8 L°99 9°G6 ¥°9%6 0°S8 1°v8 6°C6
8°9L L €6 0° 001 Ve 568 L 68 0°001
0°00T1 0001 0°00T 0° 00T 0°00T 8°L6 0°00T
9°GL 8°8¢t g LE 8°0¢ £ €€ 13 84 € 1€
(uwoxad)
‘sxosn sojepTpued saTousbe asnoy ajeuss osSnoH a3euas
3x0day TRUOTSSOIbUCD youeiq s521DU0) JO SISUBW
aaTyeISTbY]

soafoTdue youeIq SATIRTSTOIT

s3I0dsy 2InsotosId JO

S3TPOY 104 PooN ay3 Jo suoTutdo |, Sjuspuadsay

ST JTdVL

sasiotde

youreaq
aaTerstho]

S93EepPTPUEO

TeuoTsSsaabuo)
sysquEul JJe3ls
TeuotssaabuoD

s$S2IHU0D
JO sSIoquIBHW
wamsnmmwu
S9X) ¢is3iTpne
yons o3 oalqns
8q pInoys oum

(sesuodsax Sax)
4P930npuco 3q
pitoys Aoeinooe
pue ssaueatd
o I0J s3Tpne
wopueI TeTjuepTy
-UoO 'pITNPSYOS
A1xemnbex jeunn
aaaTTaq nck og

112



APPENDIX I

APPENDIX I

112 L°6C A § 4 8°8¢ S°ob S 9% 9°09
c°98 G°29 1°0€ [l 4% 0°0¢ (AR % 4 £°ge
9°¢t 8L 8°0¢ T1°0T 0°s 8°01 -

- - G°¢ - - (A4 =
0°02 ) AR XA S°91 8°¢¢ 0°s L6 1°¢€2
6°0L ¥°6S S°LS 6°T1S 0°sL €£°¢C¢ 9
8°'1 9°1 - L°L - S 12 L°L
9°¢ 8°L LT 9°L 0°sT L €2 1°€2

(ueoxad)
sJI9sn S3ePTPURD saTouUsbe 3ISNoY ajeuss asnoy ajeuss

3r0dyy  TeuoTssaIbUO) youeiq

aATIeTS169]

S3AOTA® YoueIlq IATITSTHI]

ssa1bud) JO SIoquBY

(°3ucO) QT ITEVL

pepssu 30u
aI1e S3TPOVY

Spa3onp

=uoo aq pTnoys

s3Tpne yons yuTR

30u nok op Aym

(sesuodsax sax) ¢oTT
-aqrd spew aq 3ITpnR
TenpPIATPUT Yoeo Jo
S3Tnsa Yy} pInoys

Mn{ Jou og
19430
uIty ¥vdd
0, )
ashoy a3
JO }I3TD 10
ajeuss IR
3o Axeyaaoes
3933 TUID
SOTY3IF 9snoy
IO S9FITUNED)
SOTR}I 3euasS
¢S3TpNe 3sayy
uroyzad pTnoys oyMm

113



vPTT

Audits would
be an inva-
sion of pri-
vacy

Audits would
ocost too
much

Other reasons

I1f one of your
staff members were
randamly selected
to have his/her
disclosure report
audited for com-
pleteness and ac-
curacy, to which
of the following
should the audit
findings be avail-
able?

Ethics Committee
Employing Meiber

Public
Staff menber
audited

TABLE 15 (cont.)

Legislative branch enployees

legislative
Members of Congress branch Congressional Report
Senate House  Senate House agencies candidates users
(percent)
33.3 52.8 66.7 58.7 73.3 49.5 47.4
39.4 43.0 52.4 50.8 54.2 50.5 47.4
21.2 18.3 14.3 14.7 17.5 16.8 36.8
66.1 59.7 - - - - -
68.1 71.2 - - - - -
10-6 1109 - - - - -
72.4 72.6 - - - - -

I XIANdddvy
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APPENDIX II

TITLE I OF THE
ETHICS IN GOVERNMENT ACT OF
1978
AS AMENDED BY

PUBLIC LAW 96-19 AND 96-28
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STATEMENT

The Ethics in Government Act of 1978 was approved October 26,
1978 as Public Law 95-521. The first three titles of the Act provide for’
financial disclosure by officials and key employees of each of the three
branches of the Government. Title IV of the Act provides for an Office
of Government Ethics. Title V of the 1978 Act amended section 207
of title 18 of the United States Code, which section bars certamy
activity by former officers and employees of the United States.
Title VI of Public Law 95-521 amended title 28 of the United States
Code to provide authority and procedures for the appointment of a
special prosecutor. Finally, title VII of the Act provided for the estab-
lishment of an Office of Senate Legal Counsel.

In the 96th Congress on June 13, 1979, H.R. 2805 was enacted into
law as Public Law 96-19. This new law amended titles I, 1I, and
1II of Public Law 95-521 to make clarifications and corrections to the
provisions in each of those titles relating to financial disclosure. These
clarifications and corrections were drafied as the result of suggestions
received by the House Committee on the Judiciary and the Senate
Committee on Governmental Affairs, and the House CCommitiee on
Post Office and Civil Service. The suggested changes and clarifications
were prompted by problems encountered by those charced with the
Administration and implementation of the law’s requirements as to
financial disclosure.

On June 22, 1979, the bill S. 869 was approved as Public Law 96-28.
This law changed the provisions of title V of Public Law 95-521
which amended section 207 of title 18, United States Clode, as of
July 1, 1979. Section 207 of title 18 places restrictions on the activities
of executive branch officers and emplovees often they leave govern-
ment service.

The text of Public Law 95-521 as set forth in this Committee Print
reflects the changes made by both Public Law 96-19 and Public Law
96-28, and has been prepared by the Committee on the Judiciary to
show the law as it was amended by these recent enactments.

PuBLic Law 95-521, 95tH CoONGRESS AS AMENDED BY Pusric
Law 96-19 |axp Pusric Law 96-28

AN ACT To establish certain Federal agencies, effect certain recrganizations of
the Federal Government, to implement certain reforms in. the operation of the
Federal Government and to preserve and promote the integrity of public officials
and institutions, and for other purposes
Be it enacted by the Senate and House c;f Representatives of the United

States of America in Congress assembled, That this Act may be cited as

the “Ethics in Government Act of 1978,
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TITLE I—LEGISLATIVE PERSONNEL FINANCIAL
DISCLOSURE REQUIREMENTS

COVERAGE

Skc. 101. (a) Each Member in office on May 15 of a calendar year
shall file on or before May 15 of that calendar year a report containing
the information as described in section 102(a).

(b)(1) Any individual who is an officer or employee of the legislative
branch described in subsection (e) during any calendar year and per-
forms the duties of his position or office for a period in excess of sixty
days in that calendar year shall file on or before May 15 of the suc-
ceeding year a report containing the information described in section
102(a) if such individual is or will be such an officer or employee on
such May 15.

(2) Any individual whose employment as an officer or employee
descg‘ibeld in subsection (e) is terminated in any calendar year may be
required—

(A) under the rules of the House of Representatives, if such
individual would, but for such termination, file a report with the
Clerk pursuant to section 103(a), or

(B) under the rules of the Senate, if such individual would, but
for such termination, file a report with the Secretary pursuant to
section 103(b),

to file a financial disclosure report covering (1) that part of such

calendar year during which such individual was employed as such an

officer or employee, and (i1) the preceding calendar year if the report

;‘ﬁqéxired by paragraph (1) covering that calendar year has not been
ed.

(¢) Within thirty days of assuming the position of an officer or
employee described in subsection (e), an individual other than an
individual who was employed in the legislative branch immediately
before he assumed such position, shall file a report containing the
information as described 1n section 102(b) unless the individual has
left another position described in subsection (e) within thirty days
prior to assuming his new position. The provisions of the preceding
sentence shall not apply to an individual who, as determined by the
designated committee of the Senate or the designated committee of
the House, as appropriate, is not reasonably expected to perform the
duties of his office or position for more than sixty days in a calendar
year, except that if he performs the duties of his office or position {or
more than sixty days in a calendar year, the report required by the
preceding sentence shall be filed within fifteen days of the sixtieth
day. This subsection shall take effect on January 1, 1979.

(d) Within thirty days of becoming a candidate in a calendar year
for any election for the office of Member, or on or before May 15 of
that calendar year, which ever is later, but in no event later than seven
days prior to the election, and on or before May 15 of each successive
year the individual continues to be a candidate, an individual shall file
a report containing the information as described in section 102(b).

117
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Notwithstanding the preceding sentence, in any calendar year in which
an individual continues to be a candidate for any office but all elections
for such office relating to such candidacy were held in prior calendar
years, such individual need not file a report unless he becomes a
cﬁndidate for another vacancy in that office or another office during
that year.

( )(e)y'l‘he officers and employees referred to in subsections (b) and
c) are—

(1) each officer or employee of the legislative branch who is
compensated at a rate equa?to or in excess of the annual rate of
basic pay in effect for grade GS-16 of the General Schedule; and

(2) at least one principal assistant designated for purposes of
this section by eac]il Member who does not have an employee
compensated at a rate equal to or in excess of the annual rate of
basic pay in effect for grade GS-16 of the General Schecule.

For the purposes of this title, the legislative branch includes the Archi-
tect of the Capitol, the Botanic @ardens, the Congressional Budget
Office, the Cost Accounting Standards Board, the General Accounting
Office, the Government Printing Office, the Library of Congress, the
Office of the Attending Physician, National Commission on Air
Quality, and the Office of Technology Asscssment.

(f) Reasonable extensions of time for filine any report may be
granted by the designated committee of the Senate with respect to
those filing with the Secretary and by the designated committee of the
House of Representatives with respect to those filing with the Clerk
but in no event may the extension granted to a Member or candidate
result in a required report being filed later than seven days prior to an
election involving the Member or candidate. If the day on which a
report is required to be filed falls on a weekend or holiday, the report
may be filed on the next business day.

(g) Notwithstanding the dates specified in subsection (d) of this
section, an individual who is a candidate in calendar year 1978 shall
file the report required by such subsection not later than November 1,
1978, except that a candidate for the Senate who has filed a report as
of -sych date pursuant to the Rules of tho Senate need not file the
report required by subsection (d) of this section.

(h) The designated committee of the House of Representatives, or
the designated committee of the Senate, as the case may be, may
grant a publicly available request for a waiver of any reporting
requirement under this section for an individual who is expected to
perform or has performed the duties of his office or position for less
than one hundred and thirty days in a calendar year, but only if such
committee determines that—

(1) such individual is not & full-time employee of the
Government,

(2) such individual is able to provide services specially needed
by the Government,

(3) it is unlikely that the individual’s outside employment or
financial interests will create a conflict of interest, and

(4) public financial disclosure by such individual is not neces-
sary in the circumstances.
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CONTENTS OF REPORTS

8xc. 102. (a) Each report filed pursuant to subsections (a) and (b)
of section 101 shall include a full and complete statement with respect
to the following:

(1)(A) ’Fhe source, type, and amount or value of income (other
than 1ncome referred to in subparagraph (B)) from any source
gnher than from current employment by the United States

overnment), and the source, date, and amount of honorana
from any source, received during the preceding calendar year,
aggregating $100 or more in value, o
_(B) The source and type of income which consists of dividends,
interest, rent, and capital gains, received during the preceding
calendar year which exceeds $100 in amount or value, and an
indication of which of the following categories the amount or
value of such item of income is within:

(1) not more than $1,000,

(i1) greater than $1,000 but not more than $2,500,

(ii1) greater than $2,500 but not more than $5,000,

(iv) greater than $5,000 but not more than $15,000,

(v) greater than $15,000 but not more than $50,000,

(v1) greater than $50,000 but not more than $100,000, or
(vi1) greater than $100,000.

(2)(A) The identity of the source and a brief description of
any gifts of transportation, lodging, food, or entertainment

gregating $250 or more in value received from any source other
than a relative of the reporting individual during the preceding
calendar year, except that any food, lodging, or entertainment
received as personal hospitality of any individual need not be
reported, and any gift with a fair market value of $35 or less
need not be aggregated for purposes of this subparagraph.

(Bl? The identity of the source, a brief description, and the value
of all gifts other than transportation, lodging, food, or entertain-

ment aggregating $100 or more in value received from any source
other than a relative of the reporting individual during the pre-
ceding calendar year, except that any gift with a fair market
value of $35 or less need not be aggregated for purposes of this
subgar raph. .

(C) The 1dentity of the source and a brief description of reim-
bursements received from any source aggregating $250 or more in
value and received during the preceding calendar year.

(D) In an unusual case, a gift need not be aggregated under
subparagraph (A) or (B) if a publicly available request for a
waiver is granted.

(3) The identity and category of value of any interest in prop-
erty held during the preceding calendar year in a trade or busi-
ness, or for investment or the production of income, which has a
fair market value which exceeds $1,000 as of the close of the pre-
ceding calendar year, excluding any personal liability owed to the
reporting individual by a relative or any deposits aggregating
85,000 or less in a personal savings account. For purposes of this
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paragraph, a personal savings account shall include any certificate
of deposit or any other form of deposit in a bank, savings and loan
association, credit union, or similar financial institution.

(4) The identity and category of value of the total liabilities
owed to any creditor other than a relative which exceed $10,000
at any time during the preceding calendar year, excluding—

(A) any mortgage secured by real property which is a

personal residence of the reporting individual or his spouse;

(B) any loan secured by a personal motor vehicle, house-

hold furmture, or appliances, which loan does not exceed the
purchase price of the item which secures it.

With respect to revolving charge accounts, only those with an

outstanding liability which exceeds $10,000 as of the close of the

preceding calendar year need be reported under this raragraph.

(5) Except as provided in this paragraph, a brief description,
the date, and category of value of any purchase, sale, or exchange
during the preceding calendar year which exceeds $1,000—

(A) 1n real property, other than property used solely as a
personal residence of the reporting individual or his spouse; or
(B) in stocks, bonds, commodities futures, and other forms
of securities.
Reporting is not required under this paragraph of any transaction
solely by and between the reporting individual, his spouse, or
dependent children.

(6) The identity of all positions held on or before the date of
filing during the current calendar year as an officer, director,
trustee, partner, proprietor, representative, employee, or consult-
ant of any corporation, company, firm, partnership, or other
business enterprise, any nonprofit organization, any labor orga-
nization, or any educational or other institution other than the
United States. This paragraph shall not require the reporting of
positions held in any religious, social, fraternal, or political entity
and positions solely of an honorary nature.

(7) A description of the date, parties to, and terms of any agree-
ment or arrangement with respect to (A) future employment;
(B) a leave of absence during the period of the reporting indi-
vidual’s Government service; (C) continuation of payments by a
former employer other than the United States Government; and
(D) continuing participation in an employee welfare or benefit
plan maintained by a former employer.

(b) Each report filed pursuant to subsections (¢) and (d) of section
101 shall include a full and complete statement with respect to the
information required by—

(1) (Faragraph (1) of subsection (a) for the year of filing and the
preceding calendar year,

(2) paragraphs (3) and (4) of subsection (a) as of the date
specified in the report but which is less than thirty-one days
before the filing date, and ‘

(3) paragraph (8) and, in the case of reports filed under section
101(c), paragraph (7) of subsection (a) as of the filing date but
for periods described in such paragraphs.
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~ (c)(1) The categories for reporting the amount of value or the
items covered in paragraphs (3), (4) and (5) of subsection (a) are as
follows:

(A) not more than $5,000;

(B) greater than $5,000 but not more than $15,000;

(C) greater than $15,000 but not more than $50,000;

(D) greater than $50,000 but not more than $100,000;

(E) greater than $100,000 but not more than $250,000; and

(F) greater than $250,000.

(2) For the purposes of paragraph (3) of subsection (a) if the cur-
rent value of an interest in real property (or an interest in a real
estate partnership) is not ascertainable without an appraisal, an indi-
vidual may list (A) the date of purchase and the purchase price of
the interest in the real property, or (B) the assessed value of the real
property for tax purposes, adjusted to reflect the market value of the

roperty used for the assessment if the assessed value is computed at
ess than 100 percent of such market value, but such individual shall
include in his report a full and complete description of the method
used to determine such assessed value, instead of specifying a category
of value pursuant to paragraph (1) of this subsection. If the current
value of any other item required to be reported under paragraph (3)
of subsection (a) is not ascertainable without an appraisal, such indi-
vidual may list the book value of a corporation whose stock is not
publicly traded, the net worth of a business partnership, the equity
value of an individually owned business, or with respect to other
holdings, any recognized indication of value, but such individual shall
include in his report a full and complete description of the method
used in determining such value. In lieu of any vaiue referred to in the
preceding sentence, an individual may list the assessed value of the
1item for tax purposes, adjusted to reflect the market value of the item
used for the assessment if the assessed value is computed at less than
100 percent of such market value, but a full and complete description
of the method used in determining such assessed value shall be in-
cluded in the report.

(d)(1) Except as provided in the last sentence of this paragraph,
each report shall also contain information listed in pamgrapzﬁs (1)
through (5) of subsection (a) respecting the spouse or dependent
child of the reporting individuals as follows:

(A) The source of items of earned income earned by a spouse
from any person which exceed $1,000 and, with respect to a
spouse or dependent child, all information required to be reported
in subsection (a)(1)(B) with respect to income derived from
any asset held by the spouse or dependent child and reported pur-
suant to paragraph (3). With respect to earned income, if the
spouse is self-employed in business or a profession, only the
nature of such business or profession need be reported.

(B) In the case of any gifts received by a spouse which are not
received totally indepen(fent of the spouse’s relationship to the
reporting individual, the identity of) the source and a brnief
description of gifts of transportation, lodging, food, or enter-
tainment and a brief description and the value of other gifts.
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(C) In the case of any reimbursements received by a spouse
which are not received totally independent of the spouse’s rela-
tionship to the reporting individual, the identity of the source
and a brief description of each such reimbursement.

(D) In the case of items described in paragraphs (3) through
(8), all information required to be reported under these ram-
graphs other than items (i) which the reporting individual cer-
tifies represent the spouse’s or dependent child’s sole financial
interest or responsihifi)t and which the reporting individual has
no knowledge of, (ii) wKich are not in any way, past or present,
derived from the income, assets, or activities of the reporting
individual, and (iii) from which the reporting individual neither
derives, nor expects to derive, any financial or economic benefit.

Each report referred to in subsection (b) of this section shall, with
respect to the spouse and dependent child of the reporting individual
only contain information listed in paragraphs (1), (3), and (4) of
subsection (a), as specified in this paragraph.

(2) No report shall be required with respect to a spouse living
separate and apart from the reporting individual with the intention
of terminating the marriage or providing for permanent separation;
or with respect to any income or obligations of an individual arising
from the dissolution of his marriage pr the permanent separation from
his spouse.

(e)(1) Exces)t as provided in paragraph (2), each reporting
individual shall report the information required to be reported pur-
suant to subsections (a) and (b) of this section with respect to the
holdin};s of and the income from a trust or other financial arrange-
ment from which income is received by, or with respect to which a
beneficial interest in principal or income is held by, such individual,
his spouse, or any dependent child.

(ZfA reporting individual need not report the holdings of or the
source of income from any of the holdings of—

(A) any qualified blind trust (as defined in paragraph (3)); or

(B) a trust—

(1) which was not created diréctly by such individual, his
spouse, or any dependent child, anc
(i) the holdings or sources of income of which such indi-
v(iiduul,f his spouse, and any dependent child have no knowl-
edge of, ‘
but such individual shall report the category of the amount of income
received by him, his spouse, or any dependent child from the trust
under subsection (a)(1)(B) of this section.

33) For purposes of this subsection, the term “qualified blind trust”’
includes any trust in which a reporting individual, his spouse, or any
dependent child has a beneficial interest in the principal or income,
and which meets the following requirements:

(A) The trustee of the trust is a financial institution, an
attorney, a certified public accountant, a broker, or an investment
adviser, who (in the case of a financial institution or investment
company, any officer or employee involved in the managzement or
control of the trust who)—
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(1) is independent of and unassociated with any interested
perty so that the trustee cannot be controlled or influenced
in the administration of the trust by any interested party,

(ii) is not or has not been an employee of any interested
party, or any organization affiliated with any interested party
and 18 not a partner of, or involved in any joint venture or
other investment with, any interested party, and

(iii) is not a relative of any interested party.

(B) Any asset transferred to the trust by an interested party is
free of any restriction with respect to its transfer or sale unf;ss
such restriction is expressly approved by the supervising ethics
office of the reporting individua{).

h (?_)- The trust instrument which establishes the trust provides

a

(i) except to the extent provided in subparagraph (B)
of this paragraph, the trustee in the exercise of his authority
and discretion to manage and control the assets of the trust
shall not consult or notify any interested party;

(i1) the trust shall not contain any asset the holding of
which by an interested party is prohibited by any law or
regulation;

(iii) the trustee shall promptly notify the reporting indi-
vidual and his supervising ethics office when the holdings of
any particular asset transferred to the trust by any interested
party are disposed of or when the value of such holding is less
than $1,000;

i’:v) the trust tax return shall be prepared by the trustee
or his designee, and such return and any information relating
thereto (other than the trust income summarized in appro-
priate categories necessary to complete an interested party’s
tax return), shall not be disclose(F to any interested party;

(v) an interested party shall not receive any report on the
holdings and sources of income of the trust, except a report
at the end of each calendar quarter with respect to the total
cash value of the interest of the interested party in the trust
or the net income or loss of the trust or any reports necessary
to enable the interested party to complete an individual tax
return required by law or to grovi(le the information required
by subsection (a)(1)(B) of this section but such report shall
not identify any asset or holding;

(vi) except for communications which solely consist of
requests for distributions of cash or other unspecified assets
of the trust, there shall be no direct or indirect communica-
tion between the trustee and an interested party with respect
to the trust unless such communication Is in writing and
unless it relates only (I) to the general financial interest and
needs of the interested party (including, but not limited to,
an interest in maximizing income or long-term capital gain),
(I1) to the notification of the trustee of a law or regulation
subsequently applicable to the reporting individual which
prohibits the interested party {from holding an asset, which
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notification directs that the asset not be held by the trust,

o OO
or (III) to directions to the trustee to sell all of an asset

initially placed in the trust by an interested party which

in tha datarminatinn nf tha ranartine individual ereates
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conflict of interest or the appearance thereof due to the sub-
sequent assumption of duties by the reporting individual
(but nothing herein shall require any such direction); and

(vii) the interested parties shall make no effort to obtain
information with respect to the holdings of the trust, includ-
ing obtaining a copy of any trust tax return filed or any
information relating thereto except as otherwise provided in
this subsection.

(D) The proposed trust instrument and the proposed trustee is
approved by tﬁe reporting individual’s supervising ethics office.

For purposes of this subsection “interested party”’ means a reporting
individual, his spouse, and any dependent child if the reporting indi-
vidual, his spouse, or dependent child has a beneficial interest in the
principal or income of a qualified blind trust; “broker”” has the mean-
ing set forth in section 3(a)(4) of the Securities and Exchange Act of
1934 (15 U.S.C. 78¢(1)(4)); “investment adviser” includes any invest-
ment adviser who, as determined under regulations prescribed by the
supervising ethics office, is generally involved in his role as such an ad-
viser in the management or control of trusts; and “supervising
ethics office’” means the designated committee of the House of Repre-
sentatives for those who file the reports required by this title with the
Clerk and the designated committec of the Senate for those who file
the reports requireg by this title with the Secretary.

(4) An asset placed in a trust by an interested party shall be con-
sidered a financial interest of the reporting individual, for the pur-
poses of section 208 of title 18, United States Code, and any other
conflict of interest statutes or regulutions of the Federal Government,
until such time as the reporting individual is notified by the trustee
that such asset has been disposed of, or has a value of less than $1,000.

(56)(A) The reporting individual shall, within thirty days after a
qualified blind trust is approved by his supervising ethics office, file
with such office a copy of— .

(1) the executed trust instrument of such trust (other than
those provisions which relate to the testimentary disposition of
the trust assets), and

(1) a list of the assets which were transferred to such trust,
including the category of vulue of each asset as determined under
subsection (c)(1) of this section.

(B) The reporting individual shall, within thirty days ol trans-
ferring an asset (other than cash) to a previously estublished qualified
blind trust, notify his supervising ethics office of the identity of each
such asset and the category of value of each asset us determined under
subsection (¢)(1) of this section.

(C) Within thirty days of the dissolution of a qualified blind trust,
a reporting individual shall—

(i) notify his supervising ethics office of such dissolution, and

(i1) file with such office a copy of a list of the assets of the trust
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at the time of such dissolution and the category of valye under

subsection (c) of this subsection of each such asset.

(D) Documents filed under subparagraphs (A), (B), and (C) of
this paragraph and the lists provided by the trustee of assets placed in
the trust by an interested party which have been sold shall be made
available to the public in the same manner as a report is made available
under section 104, and the provisions of that section shall apply with
respect to such documents and lists.

) A copy of each written communication with respect to the trust
under paragraph (3)(C)(vi) shall be filed by the person initiating the
communication with the reporting individual’s supervising ethics
~office within five days of the ('iate o? the communication.

(6)(A) A trustee of a qualified blind trust shall not knowingly or
negiigently (i) disclose any information to an interested party with
respect to such trust that may not be disclosed under paragraph (3)
of this subsection; (ii) acquire any holding the ownership of which
is prohibited by the trust instrument; (il1) solicit advice {rom any
interested party with respect to such trust, which solicitation is pro-
hibited by paragraph (3) of this subsection or the trust agreement;
or (iv) fail to file any document required by this subsection.

(B) A reporting individual shall not knowingly or neglicently (i)
solicit or receive any information with respect to a qualified blind
trust of which he is an interested party that may not be disclosed
under paragraph (3)(C) of this subsection, or (ii) fail to file any docu-
ment required by this subsection.

(C)(1) The Attorney General may bring a civil action in any appro-

riate United States District Court against any individual who know-
ingly and willfully violates the provisions of subparagraph (A) or (B)
of this paragraph. The court in which such action is brought may
assess against such individual a civil penalty in any amount not to
exceed $5,000.

(ii) The Attorney General may bring a civil action in any appro-
priate United States District Court against any individual \\'¥10 negli-
gently violates the provisions of sugparagraph (A) or (B) of this
paragraph. The court in which such action is brought may assess
azainst such individual a civil penalty in any amount not to exceed
$1,000.

(7) Any trust which is in existence prior to the date of the enact-
ment of this Act shall be considered a qualified blind trust if—

(A) the supervising ethics office determines that the trust was
a good faith effort to establish a blind trust;

(B) the previous trust instrument is amended or, if such trust
instrument does not by its terms permit amendment, all parties
to the trust instrument, including the reporting individual and
the trustee, agree in writing that the trust shall be admimstered
in accordance with the requirements of paragraph (3)(C) and
a trustee is (or has been) appointed who meets the requirements
of paragraph (3); and

C) a copy of the trust instrument (except testamentary pro-
visions), & ?lst of the assets previously transferred to the trust
by an interested party and the category of value of each such
asset at the time it was placed in the trust, and a list of assets
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reviously placed in the trust by an interested party which have
geen sold are filed and made available to the public as provided
under paragraph (5) of this subsection. _ .

() Political campaign funds, including campaign receipts and
expenditures, need not be included in any report filed pursuant to
thas title. _ _

(z) A report filed pursuant to subsection (a) or (b) of section 101
need not contain the information described in subparagraphs (A), (B),
and (C) of subsection (a)(2) with respect to gifts and reimbursements
received in a period when the reporting individual was not a Member
or an officer or employee of the Federal Government.

FILING OF REPORTS; DUTIES OF CLERK AND SECRETARY

Skc. 103. (a) The reports required by section 101 of Representatives,
Delegates to Congress, the Resident Commissioner from Puerto Rico,
officers and employees of the House, candidates seeking election to the
House, and officers and employees of the Architect of the Capitol, the
Botanic Gardens, the Congressional Budget Office, the Government
gll'inting Office, and the Library of Congress shall be filed with the

erk.

(b‘) 'The reports required by section 101 of Senators, officers and
employees of the Senate, candidates seeking election to the Senate, and
officers and employees of the General Accounting Office, the Cost
Accounting Standards Board, the Office of Technology Assessment,
National Commission on Air Quality, and the Office of the Attending
Physician shall be filed with the Secretary.

3(’:) A copy of each report filed by a l\?;mber or an individual who
is a candidate for the office of Member shall be sent by the Clerk or
Secretary, as the case may be, to the appropriate State officer as desig-
nated in accordance with section 316(a) of the Federal Election
‘Campaign Act of 1971 (2 U.S.C. 439(a)) of the State represented by
the Member or in which the individual is a candidate, as the case may
be, within the seven-day period beginning the day that the report 1s
filad"with the Clerk or Secretary.

(d)(1) A copy of each report filed under this title with the Clerk
shall be sent by the Cletk to the designated committee of the House of
Representatives within the seven-day period beginning the day that
the report is filed.

(2) A copy of each report filed with the Secretary shall be sent by
the Secretary to the desginated committee of the Senate.

(e) In carrying out their responsibilities under this title, the Clerk
and the Secretary shall avail themselves of the assistance of the Fed-
eral Election Commission. The Commission shall make available to
the Clerk and the Secretary on a regular basis a complete list 'of names
and addresses of all candidates registered with the Commission, and
shall cooperate and coordinate its candidate information and notifica-
tion .g;‘ogram with the Clerk and the Secretary to the greatest extent
possible. !

(f) In order to carry out their responsibilities under this title, the
designated committee of the House of Representatives, and the
designated committee of the Senate, shall develop reporting forms
and may promulgate rules and regulations.
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ACCESSIBILITY OF REPORTS

Szc. 104. (a) Except as provided in the second sentence of this
subsection, within fifteen calendar days after a report is filed with the
Clerk under this title, the Clerk shalfmake such report available for
public inspection at reasonable hours. With respect to reports required
to be filed by May 15 of any year, such reports shall be made available
for public inspection within fifteen calendar days after May 15 of
such year. A copy of any such report shall be provided by the Clerk
to any person upon request.

(b) Except as provided in the second sentence of this subsection,
within fifteen days after a report is filed with the Secretary under this
title, the Secretary shall make such report available for public inspec-
tion at reasonable hours. With respect to reports required to be filed
by May 15 of any gear, such reports shall be made available for public
inspection within fifteen calendar days after May 15 of such year. A
copy of any such report shall be provided by the Secretary to any
person upon request.

(c)(1) Notwithstanding subsections (a) and (b), a report may not

made available under this section to any person nor may any copy
thereof be gl‘ovided under this section to any person except upon a
written application by such person stating—

(A‘)) that person’s name, occupation, and address;
(B) the name and address of any other person or organization
on whose behalf the inspection or copy is requested; and
(C) that such person is aware of the prohibitions on the ob-
taining or use of the report.
Any such application shall be made available to the public through-
out the period during which the report is made availabi)e to the pubTic.

(2) Any person requesting a copy of a report may be required to
pay a reasonable fee to cover the cost of reproduction or mailing of
such report, excluding any salary ol any employee involved in such
reproduction or mailing. A copﬁ’ of such report may be [urnished
without charge or at a reduced charge il it is (etermined by the Clerk
or Secretary that waiver or reduction of the fee is in the public inter-
est because furnishing the information may be considered as primarily
benefiting the public. )

(d) Any report filed under this title with the Clerk or Secretary
shall be available to the public for a period ol six years alter receipt
of the report. After such six-year period the report shall be destroyed
unless needed in an ongoing investigation, except that in the case of
an individual who filed the report pursuant to section 101(d) and was
not subsequently elected, such reports shall be destroyed one year
after the individual is no longer a candidate for election to the office
of Member unless needed in an ongoing investigation.

(e) (1) It shall be unlaw ful for any person to obtain or use a report—

(A) for any unlawful purpose;

(B) for any commercial purpose other than by news and com-
munications media for dissemination to the general public;

(C) for determining or establishing the credit rating of any
individual; or

(D) for use, directly or indirectly, in the solicitation of money
for any political, charitable, or other purpose.
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(2) The Attorney General may bring a civil action against any
person who obtains or uses a report for any purpose prohibited in
paragraph (1). The court in whicﬁ such action 1s brought may assess
against such person a penalty in any amount not to exceed $5,000.
Such remedy shall be in addition to any other remedy available under
statutory or common law,

REVIEW AND COMPLIANCE PROCEDURES

Sec. 105. (a) The designated committee of the House of Repre-
sentatives and the designated committee of the Senate shall establish
procedures for the review of reports sent to them under section 103
(d) él) and section 103(d)(2) to determine whether the reports are
filed in a timely manner, are complete, and are in proper form. In the
event a determination is made that a report is not so filed, the appro-
Eriate committee shall so inform the reporting individual and direct

im to take all necessary corrective action.

(b) In order to carry out their responsibilities under this title the
designated committee of the House of Representatives and the desig-
nated committee of the Senate, have power, within their respective
jurisdictions, to render any advisory opinion interpreting this title, in
writing, to persons covered by this title. Notwithstanding any other

rovisions of law, the individual to whom a public advisory opinion
1s rendered in accordance with this subsection, and any other indi-
vidual covered by this title who is involved in a fact situation which
is indistinguishable in all material aspects, and who, after the issuance
of the advisory opinion, acts in good faith in accordance with the pro-
visions and findings of such advisory opinion shall not, as a result of
such act, be subject to any sanction provided in this title.

FAILURE TO FILE OR FALSIFYING REPORTS

Sec. 106. The Attorney General may bring a civil action in any
appropriate United States district court against any individual who
knowingly and willfully falsifies or who knowingly and willfully fails
to file or report any information that such individual is required to
report pursuant to section 102. The court in which such action is
brought may assess against such individual a civil penalty in any
amount not to exceed $5,000. No action may be brought under this
section against any individual with respect to a report filed by such
individual in calendar year 1978 pursuant to section 101(d).

DEFINITIONS

Sec. 107. For the purposes of this title, the term—

(1) “income’ means all income from whatever source derived,
including but not limited to the following items: compensation
for services, including fees, commissions, and similar items;
gross income derived from business (and net income if the individ-
ual elects to include it); gains derived from dealings in property;
interest; rents; royalties; dividends; annuities; income from life
insurance and endowment contracts; pensions; income from dis-
charge of indebtedness; distributive share of partnership income;
and income from an interest in an estate or trust;
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(2) “relative’” means an individual who is related to the report-
ing individual, as father, mother, son, daughter, brother, sister,
unole, aunt, great aunt, great uncle, first cousin, nephew, niece,
husband, wile, grandfather, grandmother, grandson, grand-
daughter, father-in-law, mother-in-lew, son-in-law, daughter-in-
law, brother-in-law, sister-in-law, stepfather, stepmother, step-
son, stepdaughter, stepbrother, stepsister, half brother, half
sister, or who is the grandfather or grandmother of the spouse of
the reporting individual, and shall be deemed to include the fiance
or fiancee of the reporting individual;

(3) “gift” means a payment, advance, forbearance, rendering,
or deposit of money, or any thing of value, unless consideration
of equal or greater value is received by the donor, but does not
include—

(Ag bequest and other forms of inheritance;
(B) suitable mementos of a function honoring the report-
ing individual;

(C) food, lodgins, transportation, and entertainment pro-
vided by State and local governments, or political subdivi-
sions thereof, by a foreign government within a foreign
country, or by the United States Government;

(D) food and beverages consumed at banquets, receptions,
or similar events;

(E) consumable Products provided by home-State busi-
nesses to & Member's office for distribution; or

ﬂF) communications to the offices of a reporting individual
including subscriptions to newspapers and periodicals;

(4) “honoraria” has the meaning given such term in the Federal
Election Campaign Act of 1971;

(6) “value’” means a good faith estimate of the dollar value if
the exact value is neither known nor easily obtainable by the
reporting individual;

(6) “personal hospitality of any individual’”’ means hospitality
extended for a nonbusiness purpose by an individual, not a
corporation or o anization, at the personal residence of that
individual or his family or on property or facilities owned by
that individual or his family; .

(7) ““dependent child” means, when used with respect to any
reporting individual, any individual who is a son, daughter, step-
son, or stepdaughter and who—

(A) i8 unmarried and under age 21 and is living in the
household of such reporting individual; or

(B) is a dependent of such reporting individual within the
meaning of section 152 of the Internal Revenue Code of 1954 ;

(8) “reimbursement” means any payment or other thing of
value received by the reporting individual, other than gifts, to
cover travel-related expenses of such individual other than those
which are—

(A) fprovided by the United States Government, the Dis-
trict of Columbia, or any State or political subdivision thereof;

(B) required to be reported by the reporting individual
under section 7342 of title 5, United States Code; or

aSC%J recémred to be reported under section 304 of the Fed-
eral Election Campaigh Act of 1971 (2 U.S.C. 434);
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(9) “candidate” means an individual, other than a Member,
who seeks nomination for election, or election, to the Congress
whether or not such individual is elected, and for purposes of
this paragraph, an individual shall be deemed to seek nomina-
tion for election, or election, (A) if he has taken the action neces-
sary under the law of & State to qualify himself for nomination
for election, or election, or (B) if he or his principal campaign
committee has taken action to register or file campaign reports
required by section 304(a) of the Federal Election Campaign
Act of 1971 (2 U.S.C. 434(&{); )

10) “Clerk’”” means the Clerk of the House of Representatives;
11) “Secretary’’ means the Secretary of the Senate;

12) “Member”’ means a United States Senator, a Representa-
tive in Congress, a Delegate to Congress, or the Resident Commis-
sioner from Puerto Rico; . )

(13) “election” means (A) a general, special, primary, or run-
off election, or (B) a convention or caucus of a political party
which has authority to nominate a candidate; o

(14) “officer or employee of the House” means any individual,
%tihell; than a Member, whose compensation is disbursed by the

erk;

(15) “officer or employee of the Senate’” means an individual,
other than a Senator or the Vice President, whose compensation
is disbursed by the Secretary; and

&16) “designated committee of the House of Representatives’
and “‘designated committee of the Senate’” means the committee
of the House or Senate, as the case may be, assigned responsibility
for administering the reporting requirements of this title.

OTHER LAWS

Smc. 108. The provisions added by this title, and the regulations
issued thereunder, shall supersede and preempt any State or local law
with respect to financial disclosure by reason of holding the office of
Member or candidacy for Federal office or employment by the United
States Government.

GENERAL ACCOUNTING OFFICE STUDY

Sec. 109. (a) Before November 30, 1980, and regularly thereafter,
the Comptroller General of the United States shall conduct a study
to determine whether this title is being carried out effectively and
whether timely and accurate reports are being filed by individuals
subject to this title.

) Within thirty days after completion of the study, the Comp-
troller General shall transmit a report to each House of Congress
containing a detailed statement of his findings and conclusions,
together with his recommendations for such legislative and adminis-
trative actions as he deems ap;l)ropriate. The first such study shall
include the Comptroller General’s findings and recommendations on
the feasibility and potential need for a requirement that systematic
random audits be conducted of financial disclosure reports filed under
this title, including a thorough discussion of the type and nature of
audits that might be conducted; the perscnnel and other costs of

130

APPENDIX II



APPENDIX II APPENDIX II

audits; the value of an audit to Members, the appropriate House and
Senate committees, and the public; and, if conducted, whether a gov-
ernmental or nongovernmental unit should perform the audits, and

under whose supervision.
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I1.

III.

APPENDIX III

SUMMARY OF REPORTED FINDINGS OF AUDITS OF SENATE
RULE 42 DISCLOSURE REPORTS

No. of reports issued 100
No. of reports containing findings
by category of disclosure. (Repre-
sents the number of reports in
which finding appeared.)
--Real property 19
--Personal property 87
--Liabilities 43
--Contingent liabilities 5
--Non-governmental positions 38
--Agreements for future employment

or continuation of payment or

benefits 1
--0Other 1

Nature of findings by category of
disclosure. (Represents the kind
of findings associated with the
omissions and inaccuracies found
and not the total number of item
findings (e.g., does not indicate
the number of stocks, bonds, etc.,
involved in the finding.)
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Range
Frequency of of value Instruction

REAL PROPERTY

Omissions:

Undeveloped land

Dependent's interest
in real estate

Personal residences
(note a)

Inaccuracies:

Inaccurately disclosed/
valued interest in
real estate

Inaccurately valued
personal residence
(note a)

Incorrectly disclosed
interests not meet
ing threshold

Incorrectly disclosed
real estate purchased
after 1/1/78

Inaccurately valued re-
mainder interest in
real estate

Incorrectly disclosed
real estate under
wrong category

PERSONAL PROPERTY

Omissions:

Interests in Senate/
Civil Service retire-
ment programs

Interests in retire-
ment programs oOf
former employers
(note b)

Self retirement pro-
grams (note b)

Savings accounts/cer-
tificates of deposits
(note c)

Stocks and bonds

occurrence

category

56

15
12
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Iv-v

Not ap-
plicable

Not ap-
plicable
v

Not ap-
plicatle

clear?

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

No

No

No

Yes
Yes
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Range
Frequency of of value Instruction
occurrence category clear?

Mutual funds 3 I-11 Yes
Notes and accounts

receivable 7 I-I1I Yes
Limited partnership

interests 1 I1I Yes
Pensions and annuities 6 I-1I1 Yes
Business equipment 4 I-1I Yes
Closely held corporate

interests 3 I-I1I Yes
Trusts interests 1 II-I1I Yes
Remainder interests in

real estate/securities 3 I-1IV Yes
Real estate partnerships 1 Not avail- Yes

able
Interests in inheritances 1 Not avail- Yes
able
Mineral interests 1 II Yes
Inaccuracies:

Improperly disclosed

and/or valued sav-

ings/certificates of

deposits 18 I-III Yes
Improperly disclosed/

valued securities 17 I-v Yes

Improperly disclosed/

valued real estate/

securities partner-

ships 12 I-VII Yes
Improperly disclosed/

valued closely held

corporations 7 I-VII Yes
Incorrectly disclosed

securities not meet- Not ap-

ing threshold 17 plicable Yes

Incorrectly disclosed
savings/certificates

of deposits not meet- Not ap-

ing threshold 8 plicable Yes
Improperly disclosed/val-

ued interests in trusts 5 I-v Yes
Interests reported under Not ap- Yes

wrong category 4 plicable (note 4)
Incorrectly disclosed

nonreportable inter- Not ap-

ests 3 plicable Yes
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Failed to value inter-
est in retirement or
annuity

Inaccurately valued
life estate in real
estate

Inaccurately valued
business equipment

Various minor inac-
curacies

LIABILITIES (note e)

Omissions:

Auto and other vehicle
loans (note f)

Loans against cash sur-
render value of life
insurance

Student loans

Mortgages on personal
residences (note f)

Personal, business, ac-
counts payable, and
mortgage notes (pur-
poses of loans not
known)

Partnership debts

Inaccuracies:

Improperly disclosed/
valued demand notes,
personal loans and
mortgages

Improperly disclosed/
valued life insurance
loans

Improperly disclosed
interests in partner-
ship debts

Incorrectly identified
creditor of loan

Inaccurately valued
mortgage of resi-
dence (notes e and f)

Range
Frequency of of value
occurrence category
2 II-III
1 III
1 111
Not ap-
5 plicable
4 I-1I
8 I-I1I
1 I
3 I1I-V
15 I-1V
1 I-VI
11 I-VII1I
4 I-III
Not ap-
1 plicable
Not ap-
3 plicable
3 IIf—IV
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Instruction
clear?

No

Yes
Yes

Yes

Yes
No
Yes

Yes

Yes
Yes

Yes

Yes

Yes

Yes

Yes
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Range
Frequency of of value Instruction
occurrence category clear?
CONTINGENT LIABILITIES
(note g)
Omissions:
Contingently liable as 3 Not required Yes
loan guarantor and/ to be re-
or comaker ported under
old Senate
rule 42
Partnership debts 2 " Yes
Inaccuracies:
None - - -
NON-GOVERNMENTAL POSITIONS
Omissions:
Proprietorship position 11 Not required Yes
as a lecturer/speaker to be re-
(note h) ported under
0ld Senate
rule 42
Proprietorship position
as a writer 1 " Yes
Position as chairman of
private commission 1 " Yes

Wife's position on the

board of directors

of a parochial school 1 . " Yes
Position as a consult-

ant to nonprofit or-

ganization 1 " Yes
Dependents' positions

as employees of mis-

cellaneous organiza-

tions 13 " Yes
Commissioner of County

Government Commission
Partnership positions
Wife's position as

teacher 3 " Yes
Uncompensated advisor

to consumer lobby

groups 1 " Yes

" Yes
Yes

~
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clear?

Yes

Range
Frequency of of value Instruction
occurrence category
Officer of a closely 2 Not required
held corporation to be re-

ported under
0ld Senate
rule 42
Wife's position as
president/trustee/
boardmembers of non-
profit organizations 2 "
Trustee/board position
of school/college 3 "
Proprietor of farm
activities 2 "
Board position as
director of radio
station 1 "

Inaccuracies:

None - -

AGREEMENTS FOR FUTURE EM-

PLOYMENT OR CONTINUATION
OF PAYMENTS OR BENEFITS

Omissions:

None - -

Inaccuracies:

Incorrectly disclosed agree- 1 Not required
ments for future employment ' to be re-
under wrong category ported under

old Senate
rule 42

a/Not required to be reported by Public Law 95-521.

Yes
Yes

Yes

Yes

Yes

b/House disclosure instructions indicate that retirement interest
is not considered a reportable interest. Senate instructions

require the reporting of this data.

c/Only deposits aggregating more than $5,000 must be reported

under Public Law 95-521.

not clear.
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e/Under Public Law 95-521, threshold for value starts at $10,000.
£/Not required to be reported under Public Law 95-521.

g/Public Law 95-521 dces not specify the reportability of contin-
gent liabilities. House disclosure instructions specifically

excludes this item.

h/On June 12, 1979, Senate Ethics Committee ruled that honoraria-
type activities do not constitute a proprietorship position,
even though a reporting individual may file a sole proprietor-
ship form for tax purposes reporting his income/expenses.
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Category
Category
Category
Category
Category
Category
Category
Category
Category

Category

I1I

II
III

Iv

VI
VII
VIII

IX

APPLICABLE CATEGORIES OF

APPENDIX III

VALUE

FORMER SENATE RULE 42
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Not more than §5,000
$§5,001 - §15,000
$15,001 ~ §$50,000
$50,001 ~ $100,000
$100,001 - $250,000
$250,001 - $500,000
$500,001 - $1,000,000
$§1,000,001 - $2,000,000
$2,000,001 - §5,000,000

Over $5,000,000
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APPENDIX IV

HOUSE AND SENATE BILLS INTRODUCED CONTAINING

H.R.l1l-~Financial Disclosure Act,
and later became known as the Ethics

H.R.4195~--
H.R.4949--
H.R.4950~--
H.R.5061~-~
H.R.5193~~
H.R.5583~~

H.R.6142~~

Act of

1977.

AUDIT PROVISIONS

"

House bills

"

Senate bills

introduced

| January 4,

January 4, 1977,
in Government

1977.

)
[
0
~J
~J

January

ool
O
-~
~J

y
N
3
b
)

-
S

Ll C L

y—
\O
~J

~J

[~ SRV 121

b
\©
-3

~

1977.
1977.

March 1977.

March 15, 1977.

March 17, 1977.

March 24, 1977.

April 6, 1977.

S.495~--Watergate Reform Act of 1976, introduced January 30, 1975.

S.290~-Federal Ethics Act of 1977,

introduced January 18,

1977.

S.383--Financial Disclosure Act of 1977, introduced January 19,

197

7.

S$.555--Public Officials Integrity Act of 1977, introduced

February 1,

1977.
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OTHER ISSUES WHICH SHOULD BE CONSIDERED

IF AUDITS ARE TO BE IMPLEMENTED

If the House and Senate begin auditing financial disclosure
reports, they need to consider several issues, such as

--audit approach, extensiveness of the audit scope, and how
many audits are necessary;

--gelection criteria;
--who should be subject to audits;
--whether audit results should be made publicly available;

--whether Members and Committee Chairmen should be notifled
of audit results; and :

--the organizational entity which will conduct and report
the results of audits.

AUDIT APPROACH, SCOPE AND
NUMBER OF REQUIRED AUDITS

Audit approach, scope, and the number of required audits is
the most important issue which will affect the resources needed
to conduct audits. Approaches for examining disclosure reports
can vary widely from only a cursory review (where the auditor
will examine only those items which raise questions of propriety)
to a more detailed review where the auditor verifies the accuracy
and completeness of the entire disclosure report. As an inter-
mediate approach, the auditor can select a certain percentage of
the items reported for verification.

The scope of audits will vary depending on the filers' finan-
cial holdings and interests. As a minimum, to adequately conduct
an audit, the following is required: (1) copies of individuals'
Federal income tax returns along with supporting documentation
for tax disclosures, (2) the freedom to contact and confirm the
extent of individuals' financial holdings and interests with par-
ties familiar with the financial interests of the audited individ-
ual, (3) documentation supporting items disclosed and those found
to be omitted, and (4) public disclosure reports for the year of
audit and prior years as needed. The auditor should not be re-
stricted by either the individual subject to audit or by any rule
of the House and Senate Ethics Committees.

Another matter which bears directly on costs of audits and
staff resources pertains to the number of audits that should be
conducted to ensure the integrity of the disclosure process.
Under former Senate rule 42, we performed 100 audits on the basis
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of selection criteria set forth in the rule. The number of annual
audits that should be performed and the depth of the examination
must be considered if audits are made part of the legislative
branch financial disclosure system.

AUDIT SELECTION CRITERIA

Under the former Senate rule, audit selection criteria re-~
guired that each Senator had to be audited at least once every
6 years but could not be subject to audit during an election year
and 5 percent of Senate employees were to be randomly selected
each year. These constraints (those placed on Senator audits) re-
quired us to develop a selection system where all Senators would
have an equal chance of being selected for audit. Therefore, the
formula that was used (which was approved by the the Members of
the Senate Ethics Committee) to select Members would have caused
every Member to be audited at least once during his/her 6-year
term. Under this method, Members would not know when they would
be subject to an audit, and it was very likely that Members would
be audited at least two times during their 6-~year term, with few
Members being audited three or more times.

On the other extreme, an alternate selection approach would
be to randomly select Members (ignoring any selection constraints
as required under the former Senate rule) each year for audit.
Although, under this totally random selection system, fewer Mem-
bers will be subject to one audit during their 6-year terms than
the formula we used, some Members would never get audited and
more Members would be subject to multiple audits. For example,
assume that an annual audit workload is approximately 25 Senators,
then, over a 6-year period about 18 Senators would never be audited,
36 would be audited only once, and 46 would be subject to multiple
audits. According to the selection method we developed to comply
with the former Senate rule, with the same audit workload, approx-
imately 62 Senators would be audited only one time, with 38 Sen-
ators subject to multiple audits.

The need to develop an audit selection criteria is even more
important for selecting Members of the House. Because of the
number of Congressmen and because they are elected every 2 years,
there is a question as to the feasibility of auditing every House
Member at least once during their term. If this is to be the cri-
teria, then about 220 annual Member audits (or 439 audits in each
2-year period) will have to be performed in addition to House em-
ployee selections. If this criteria is used, there is no random-
ness in the Member selection process since all will have to be
audited in their 2-year term. Also, Members, if not selected for
audit during the first year, will know that they will be audited
during the remaining year of their term, a potential criticism
of the integrity of the audit selection process.
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On the other hand, if the House adopts a criterion that Mem-
bers should be audited at least once during a 6-year period, then
the possibility exists that Members who do not serve for at least
three terms may never be selected for audit. Another approach
would be to establish beforehand, the number of audits to be per-
formed and randomly select from the existing Member and employee
populations.

The selection process affects the number of audits to be per-
formed and should be considered by the House and Senate committees
if audits are implemented.

IDENTIFICATION OF INDIVIDUALS
WHO SHOULD BE SUBJECT TO AUDITS

Another matter that should be addressed if audits are to be
made an integral part of the legislative branch disclosure system
pertains to those individuals that should be subject to audits.

As a minimum, we believe that Members, congressional employees,
and legislative branch employees who are required to file annual
disclosure reports should be subject to audits. However, a ques-
tion exists whether candidates for congressional office should be
subject to audits. Although on the surface there appears to be
merit in auditing candidates, whether the House and Senate commit-
tees can exercise enforcement jurisdiction for audit noncompliance
is not clear. If such audits are to extend to congressional candi-
dates and legislative branch employees (other than congressional
employees), it may be wise for the Congress to modify the law so
as to provide for civil sanctions for audit noncompliance similar
to that already contained in section 106 of Public Law 95-521 for
violations of the filing requirement.

PUBLIC AVAILABILITY OF AUDIT RESULTS

Public availability of financial disclosure reports is the
very essence of a public financial disclosure system. Such re-
ports provide the basis that enable the public to judge the per-
formance of public officials in view of their outside financial
interests. Whether the results of audits should be made public
depends upon whether the supervising committees have developed an
effective system that would provide sufficient assurance to the
public that individuals who have been audited have publicly cor-
rected their disclosure reports when necessary. If such a system
is not created or if the public cannot be reasonably assured that
audited reports were corrected, it is very appropriate that the
results of such audits be made available to allow the public to
examine whether any omitted or inaccurately reported financial
interests constitutes a potential conflict of interest or indica-
tion of unethical behavior.

We noted that the Senate Select Committee on Ethics had not
established a system to ensure that all individuals have filed
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amendments to their disclosure reports when audit recommendations
requested that amendments be filed. Senate committee staff mem-
bers told us that they were instructed to notify audited individ-
uals via a form letter that the individual should file the appro-
priate amendment based on the audit report. However, this was
not always done. As a result of the absence of a system, commit-
tee staff members did not know whether audited Members and employ-
ees made the necessary changes identified by the audits or if
these changes were filed for public review. Further, we were
told that since Senate Resolution 220 was adopted (Aug. 3, 1979)
repealing the existing financial disclosure rule, no further ac-

amendments should be filed correcting their disclosure reports.

Audits conducted under former Senate rule 42 showed that num-
erous inaccuracies and omissions existed in audited disclosure re-
ports which were not amended. We found that only 12 out of 24
Senators audited who were required to amend their reports, pub-
licly filed amendments correcting their reports to conform with
the audit results. Of the number of Senate employees who were
audited and who were recommended to correct their reports (66),
we found that only 33 publicly filed amendments correcting their
reports on the basis of our audit findings. We also found that
3 of the 12 Senators who corrected their reports, attached copies
of the audit reports for public viewing, and two others indicated
that the amendments resulted from an audit of their disclosure re-
ports. Regarding Senate employees, we found that seven individ-
uals attached copies of their audit reports, while nine other
publicly indicated that the amendments resulted from an audit of
their disclosure reports.

Unless all amendments are filed and the House and Senate
Ethics Committees have established an effective system to ensure
that all amendments have been filed properly, we believe that
audit reports should not be made publicly available. We favor
this approach over total public availability because the reputa-
tion of individuals may be endangered due to inadvertent omis-
sions or inaccuracies in their disclosure reports.

VALUE OF AUDITS TO MEMBERS

When considering the need to implement audits, both the House
and Senate should consider the desirability of notifying Members
of audit results. Such a practice will enable the Members to
evaluate whether their staffs omitted any financial interests
that would surface a potential or actual conflict of interest in
view of the employee's duties and responsibilities. Audit results
would allow Members to take the necessary corrective action by re-
moving the employee from the actual or potential conflict, if one
exists. Audits will also provide Members with an indication of
whether an employee has a particular financial interest that may
be prohibited by statute or House and Senate conduct rules.
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AUDITS--WHO SHOULD CONDUCT THEM?

Under former Senate rule 42, we were directed to conduct
audits of disclosure reports because the authors of Senate Resolu-
tion 110, believe that GAO was the most logical entity in the Fed-
eral Government to conduct such audits. However, we do not be-
lieve that we should conduct these audits since we do extensive
work for individual Members as well as Committee Chairmen at
their request. It is essential that our relationship be one of
mutual confidence if our work is to be most effective. We were
quite concerned that imposing such a requirement would produce an
adversary relationship with potential damage to our overall
effectiveness as an objective and nonpartisan review arm of the
Congress. We emphatically believe that this rationale still ap-
plies to any audit requirement where we are responsible to con-
duct audits of legislative branch financial disclosure reports.

Audits, if performed, must be free of any restrictions if
they are going to serve the intended function and preserve the
integrity of the financial disclosure process. Both the House
and Senate will have to consider whether

--a special congressional office should be created to con-
duct House and Senate audits,

--the staff of the Ethics Committees should be supplemented
with additional capability so that they may be able to con-
duct audits,

--the staff of the Ethics Committees should be supplemented
with auditors on temporary assignment from GAO and other
Government agencies, or

--to contract with qualified public accountants.

Although we believe that oversight for the audit function is
fundamentally the responsikility of both the House and Senate
Ethics Committees, the Congress may want to consider contracting
with qualified public accountants as the best approach to audits
to avoid criticism that auditors employed by a congressional audit
activity may not be sufficiently independent. Whatever group or
organization that may ultimately perform the audits should report
to these committees.
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