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Since January 1977, therc bas been a new commitment tc
ethics in beoth the Congress and Lhe execitive Eranch of the
Government. The new administration has made financial disclosure
and ethics a high priority, wit4 the President requiring his
appoiatees to publicly disclose their financial interests, The
President hasr proposed legislation to the Congress tha< would
expand safeguards against actral or potential conflicts of
interest or vhe part of executive branch officials, creat2 a new
program of public disclcsure, create an Of fice of Government
Ethics, and strengthen and brozden the post-Government
emplcyment res - rictions. Findings,Conclusions: Problems exist
in the prvesenc financial disclosure systenr because: the Civil
Setwice Commissior (C5C) did not Gesign and onerate the syston
effectively; the syscem lacked euforceumert authority from the
Presidernt; the Commission was not involved in the reviev and
iavestigation process of arpointees by the White House and
Sernate confitmation coumittecs; the system was managed with
limited suppo.t and insufficient rescirces; a2d4ditional ¥inancial
information was needed from appointees because of their
particular duties and responsibilities; and policies and
ciiteria fo7 blind trusts had nct been formalized and enfaread,
Current leguslation before the Congress would remedy many of the
system's deficiencies. If the legislation is not enacted, there
aze many actions which the President and CSC suould take to
strengtaen and improve the current system. (Author/scq)
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Civil Service Commission

The new administration has made financial
Jisclosure and ethics a high order of priority.
Presidantial {op levei officials have made pub-
lic their personal financial interests and com-
mitted themselves to a stricter code of ethics.

The Civii Service Commission’s systern for dis-
closing high-level officials’ financial interests
has not been effective. Current legislation be-
fore the Congress would remedy many of the
system’s deficienc.es. However, shouid the
legislation not be enacted, the report recom-
mends what the President and the Civil Serv-
ice. Commission can do to strengthen and
improve the current system.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20348

B-103987

To the President of the Senate and the
Speaker of the Hous. of Representetives

This report was made pursuent to a request from Repre-
sentative John E. Moss to asudit the effectiveness of the
Civil Servic~ Commission's finarcial disclosure system for
heads of agencies, Presidential appointees in the Executive
Cffice of the President who are not subordinate to the head
of an agency in that Office. ang full-time members of a
committee, bocrd. or commission eppointed by the President.

The report highlights (1) problem areas in the current
financial disclosure system. (2) the new commitment by the
Congress and the Fresident to effect changes, (3) our recom-
mendations for improving the system. and (4) categories of
firancial information which shculg be reported to detect
and resolve possible conflict-of-interest matters.

We did not obtain formal comments frcm officials of the
Civil Service Commission. Instead. we met with them and
their comments were considered in the report.

ke are sending copies of this report to the President
of the United States; the Director, Office of Management and
Budget; the Chairman, Civil Servire Commission; ancd other in-

terested parties.
Zﬁu/m

Cemptroller General
of the United States



COMPTROLLER GENERAL'S FINANCIAL DISCLOSURE FOR
REPORT TO THE CONGRESS HIGH-LEVEL EXECUTIVE QOFFICIALS:
THE CURRENT SYSTEM AND THE
NEW COMMITMENT
Civil Service Commission

DIGEST

Both houses of the Congress have adopted new
Codes of Conduct and requirements for publicly
disclosing financial interests which are mile-
stones in our Government's history to prevent
actual and potential conflicts of interest.
The leaders of both Houses of the Congress
have pledged their personal support to enact
into law these new codes and reporting requir :-
ments. Current legislative proposals before
the Congress would, if enacted, remedy many

of the system's deficiencies identified by

the GAO review.

High-level Federal officals' disclosures

and holdirgs of financial interests are
governed by Executive Order 11222, criminal
and civil statutes, ard regulations prescribed
by the Civil Service Commission, and the
executive departments and agencies. 1In 1965
the President delegated this system's opera-
tion to the Civil Service Commission.

GAO's review was based on financial disclosure
statements filed with the Commiscion as of
Tune 30, 1975. The review did not include

the disclosure statements of incoming Presi-
dential appointees of the new administration.
Many, but not all, of the appointees included
in the review are no longer' in office.

Although GAO reviewed every statement, it did
not attempt to determine whether financial
interests reported were free from conflicts
of interest from an audit viewpoint. Such

a veview wculd have required extensive work
at each Federal agency. 1Instead, the review
focused on the effectiveness of the system to
identify and resolve conflict-of-interest
situations. (See p. 8.)

m;_sn:‘ﬁ Upon removal, the rport FPCD-77-59
cover date should be noted hereon. :



Problems exisi because:

--The Commission did not design and operate
the system effectively.

--The system lacked enforcement authority
from the President.

~=The Commission was not involved in the re-
view and investigation process of appointees
by the White House and Senate confirmation
committees.

--The system was managed with limited support
and insufficient resources.

~-Additional financial information was need-
ed from appointees because of their par-
ticular duties and responsibilities.

--Policies anrd criteria for blind trusts nhad
not been formalized and enforced. (See
chs. 3 and 4.} ‘

Since Januery 1977 there has been a new commit-
ment to ethics in both the Congress and the
executive branch of the Sovernment. 7The Presi-
dent has required his appointees to publicly
disclose their financial interests. He has
proposed legislation to the Congress that would

--expand safequards against actuval or pctential
conflicts of interest on the part of execu-
tive branch officials,

--Create a new program of public disclosure,
--create an Office of Government Ethics. and

--strengthen and broaden the post-Government
emplo ment restrictions. (See p. 2.)

The Senate has passed S. 555, the Public Offi-
cials Irtegrity Act of 1977. Titles III and
IV of 5. 555 deal with financial disclosure

by high-level officials in all three branches
of the Federal Government,

il



Most of the provisions of the President's leg-
islative proposal are included i. S, 555, and
the President has endorsed its enactment.

(See p. 35.) GAO's recommendations for
strengthening and improving the svstem are
discussed in chapter 5.

In a series of reports issued over a 3-year
period, GAO has found deficiencies in the
existing laws, regulations, and procedures
relating to conflicts of interest. (See
pp. 45 to 47).

GAO did not obtain formal comments from offi-
cials of the Civil Service Commission. 1In-
stead, it met with them and their comments
were considered in the report.

iii
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CHAPTER 1
INTRODUCTION

High-level Federal officials’ disclosure and holdings
of personal financial interests are governed by Executive
Order 11222, criminal and civil Statutes, and regulations
issued by the Civil Servirce Commission (CSC), and the exec-
utive departments and agencies,

THE NEW COMMITMENT

Since January 1977 there has been a new commitment to
ethics in Govermnment found in both the Congress and in the
executive branch. It has led to new emphasis and major
changes in insuring that public officials are devoted to
the public interest.

The President began fulfilling the new commitment by
making information on his cwn financial interests publicly
available. He required new Presidential appointees to dis-
close publicly their business and financial interests to
remove any possibility of hidden conflicts of interest.

for the entire appointed term and to agree to other provi-
sions concerning financial disclcsure, and post-Government
émpioyment, and compensation.

Both Houses of the Congress have adopted new Codes of
Conduct which are milestones in our Government's history
to prevent actual or potential conflicts of interest, The
leaders of both Houses of the Congress have also pledged
personal support to enact these new codes into law. The
Senate passed S. 555, the Public "fficial Integrity Act of
1977, and the House has been work ng on legislation to
establish Government-wide ethical standards,

On Februarv 28, 1977, following a 2-vear investigation
which included a series of 20 teports on Federal agency finan-
cial disclosure svstems, we issued a report entitled "Actions
Needed to Make the Executive Branch Financial Disclosure
System Effective® (FPCD-77-23), This report recommended
establishing an Office of Ethics for the executive branch
ané what the President could do to improve the overall
administration and enforcement of the system. Congressicnal
and Presidential action hac incorporated and built upon
these recommendations,



On May 3, 1977, the President tranamitted to the Congress
his Ethics in Government Act calling for & three-part vrogram
of financial disclosure, creation of a new Office of Ethics
ir CSC and strengthened restrictions on postemployment activi-
ties of Government officials. This legislative proposal was
introducel in the Senate as 3. 1446 and in the House as H.R,
0954, The proposal, if enacted, would establish far-reaching
safeguards against actual und potential conflicts of interest
and abuse of the public trust by Government officlals. TL2
legislation also incorporated the standards imposea on certain
Presidential appointees &nd extended the coverage to include
other high-ranking officials.

In the Senate most of the rrovisions of the P:esident's
bill were included in titles III and IV of S. 555, the Public
Otficial Integrity Act of 1977. This bill passed by the
Senate on June 27, 1977, would create an exacutive branch
Office of Government Ethics with strong enforcement authority
in CSC. 1In establishing a »ublic disclosurc system, S. 555
would reg.ire officials in grades GS-16 and above, including
the uniformed services, to file financial 4 sclosure state-
ments which would be publicly available.

The House Subcommittee on Eiployee Ethics and Utiliza-
zion, Committee on Post Office and Civil Service, has held
hearings on several financial disclosure biils including
H.R. 6954, which the President proposed. The House Select
Committee un Ethics has held hearings on H.R. 7401, <the
Legislative Branch Disclosure Act of 1977, which would enact
into law provisions of the House and Senate new codes of
ethics.

THE CURRENT SYSTEM

This report discusses CSC's current financial dis-
closure system for high-level Federal officials established
by Executive Order 11222. We recognize that legislation may
change this system in the near future. However., we believe
that many of the areas of concern discussed herein are prob-
lems due not only to the Executive order, but with implemen-
tation and operation of the system that could and should be
avoided if and when any new system is implemented.

EXECUTIVE ORDER 11222

In 1965 the Fresident issued Executive Order 11222 wvhich
prescribed standards of ethical conduct for Government offi-
cers and employees., The President directed CSC to establish



guidelines and administer the financial disclosure reporting
system for Preaidential appointees. The order replaced Execu-
tive Order 10939 issued in 1961 as a guide for Presidential:
appointees and members of the White House staff.

Key provisions of the order state that:

--"Employees may not (a) have direct or indirect f.nan-
cial interests that conflict substantially, or appear
to conflict substantially, with their respoasibilities
and duties as Federal employees, or (b) engage in,
directly or indirectly, financial transactions as a
result of, or primarily relying upon, information ob-
tained through thei: employment." (Section 203)

--"An employee shall not engage in any outside employ-
ment, including teaching, lecturing, or writing, which
might result in a conflict, or apparent conflict, be-
tween the private interests of the employee and his
official Government duties and rasponsibilities * * * »
(Gection 202)

=="* * * no employee shall solicit or accept, directly or
indirectly, any gift, gratuity, favor, entertainment,
loan, or any other thing of monetary vaiue, from any
person, corpcration, or group which

(1) has, or is seeking to obtain, contractual or
other business or financial relationships with
his agency;

(2) conducts operations or activities which are reg-
ulated by his ager..,; or

(3) has interests which may be substantially af-
fected by the performance or nonperfor 'ance of
nis cffi ial Juty." (Section 201)

Section 401 of the order directed that each agency head:;
each Presidential appointee in the Executive Office who is
not subordinate to the head of an agency; and each full~-time
member of a committee, board, or commission appointed by the
President fiie a statement of employment and financial in-
terests with the Chairman, CSC.

CSC developed a financial disclosure form for use
throughout the executive brunch for all levels of employees.
The form requices the disclosure of financial interests
(ousiness entities in which an interest is held), outside



employment, creditore, and intereecs in real property owned
as of June 30 of each year, The amount of financial interest
or indebtedness, or the value of real property is not re-
quired to be disclosed. 1In 1975, the CSC form was revised

to require disclosure of financial interests affected or
restricted by agency and statutory prohibitions.

Statements must be filed ro later than 30 dar’s after en-
trance on duty and updated quarterly if financial interests
should change. Whe.her changes occur cr not, an annual finan-
cial statement is recuired for annual review by CSC. In-
terests of a spovse, minor child, or o.her member (blood re-
lation) ¢f an appyintee's immediate household are considzied
interests of the rep..iing employee. All statements submitted
are cornfidential, CSC it not permitted to disclose informa-
tion on a statemeut except for good cause shown.

In January 1975, CSC appointed a full-time ethics coun-
selor to carry out CSC's Government-wide ethics responsibili-
ties under Fxecutive Order 11222, On a broad basis, the
counselor is responsible for reviewing the conduct regulations
of each department and agency in the executive branch, and for
continually evaluating the agency's role in administering the
program. He is responsible for monitoring each agency's
compliance with the filing requirements for submission of fi-
nancial disclosure statements. In conjunction with his broad
duties, the ethics counselor is directly responsible for re-
viewing Presidential appointee disclosure statements for con-
flicts with their official responsibilities. If conflicts.
or appearances of conflicts are found to exist, the ethics
counselor reports them to the Chairman, who is supposed to
report them to the President.

CSC has not written regulationcs formalizing the fi-
nancial disclosure system for Presidential appointees.

STATUTORY PROHIBITIONS

Prohibitions affect.ing Federal employees' and officials’
financial interests and outside employment are contained in
sections of title 18 of the United States Code and in various
statutes affecting individual agencies and departments.

The most relevant provision of title 18 affecting the
personal financial interests of Federal employees is sec-
tion 208, a criminal statute. It requires employees to re-
frain from participating personally and substantially in
their governmental capacity in any matter in which they.
their spouses, minor children, or outside business associates



have a financial interest. A waiver may be granted from the
prohibition in this section when the financial interest is
judged "* * * not no sibstantial as to be deemed likely to
affect the integrity of the employee's services.” Financial
interests may also be exempted as too remote or inconsequen-
tial by a general regulation published in the Federal Register.

Statutory restrictions are imposed on appointees and
employees of many Federal departments and agencies. For ex-
ample, statutory restrictions are imposed on employees of the
Bureau of rand Management and Geological Survey. Title
43 U.5.C. 11 prohibits officers and employees in the Bureanu
of Land Management from directly or indirectly purchasing or
hbecoming interested in the purchase of any public land. It
further directs that the Director and members of the Geolog-
ical Survey shall have no personal or private jinterests in
the lands or mineral wealth of the region under survey, and
shall execute no surveys or examinations for p.ivate parties
or :orporations,

Other agencies we reviewed whose employees are subject
to specific statutory prohibitions include:

Federal Communications Commission
Civil Aeronautics Board
Inter-American Foundation

U.S. Railway Association
Tennessee Valley Authority
Department of Agriculture

SCOPE OF FEVIEW

Our review was primarily conducted a Civi: Service
Commission Headquarters in Washington, D.C. It was made
pursuant to a request from Representative John E. Moss, to
audit the financial disclosure statements of Presidential
appointees filed with CSC. It focused on the efiectiveness
of the CSC financial disclosure system for high-level offi-
cials to prevent and detect actual and potential conflicts

of interest.

Our review was performed on statements filed as of
June 30, 1975. The review did not include the financial
disclosure statements of any incoming officials of tht new
administration. Many, bu: not all, of the appointees in-
cluded in our review are a0 longer in office.



CHdAPTER 2

PREAPPOINIMEIT INVESTIGATIONS

When an individual is selected by the President to fill
a high-level Federal positinn, the nominee initially under-
goes a background investigation by the White House followed
by a separate investigation by the Senate confirmation com-
mittees. The investigations include a review of the ap-
pointee's financial interests. Following Senate confirma-
tioin, the appointee ig required to submit yet another state-
ment of personal financial interests to CSC. The statement
.8 usually not as detailed a disclosure as that required
vy the White House and Senate committees.

WHITE HOUSE REVIEW

The process for selecting individuals for Presidential
appointments is similar in each administration. Initially,
White House staff and Presidential aides will interview &nd
gather background information on a number of prospective
nominees from which the President makes his selection. Each
nominee is requested to complete an extensive and detailed
resume of bhis past life. The resumes include questions on
such matters as financial interests, corporate ties, puiitical
affiliations, violations of law, and controversial litigation,
igssues, and speeches which may become a source of controversy
during Senate confirmatinn hearings.

Each potential nominee is investigated by the Federal
Bureau of Investigation. The Bureau examines criminal
files, reviews character referencns. and checks with *he
Internal Revenue Service to see ir there have been any tax
discrepancies in tax returns. The information compiled is
not evaluated or verified. 1Instead, it i: summarized in a
report for review by the White House staff. 1If there are
no irregularities found in the information reviewed, with
respect to the selected nominee, the President submits the
nomination to the Senate for confirmation.

SENATE REVIEW

The Senate committees responsible for confirmation
hearings do not have standardized procedures for reviewing
a nominee's financial interests. They do, however., reguest
the nominee to submit a financial statement. Tne committees
exercise flexibility in dealing with conflict-of-intereast
matters,



For example, the Senate Committee on Commerce (which has
jurisdiction over many Federal regulatory agencies) usually"
requests the nominee to compiete an extensive questionnaire
on his income, assets, liabilities, and income-producing
arrangements for the 3 years preceding his nomination. The
questionnaire also extends to individuals within the nominee's
immediate household.

Proposals to remedy any potential conflict of interests
are also disclosed, and the Committee consults with the
Department of Justice and the general counsel of the appro-
priate agency to determine whether the remedies proposed are
satisfactory. These remedies have ranged from divestiture,
to disqualification, or establishment of blind trusts.

When the Committee is satisfied with a nominee's fi-
nancial arrangemments and other qualifications, the nomina-
tion is repcrted to the full Senate for a vote on confirma-
tion. After confirmation, CSC is responsible for 2viewing
and monitoring appointees' financial interests annually.



CHAPTER 3
CHANGES ARE NEEDED IN THE EXECUTIVE ORDER

AND CSC'S PROCEDURES

In June 1975, CSC required and obtained financial dis-
closure statements from 185 Presidential appointees. Our
review of the statements showed that 16 of the appointees
reported they had no interests, non-Government positions,
or creditors. The remaining 169 appointees reported

-=-2,227 financial interests, such as stocks, bonds,
‘trusts, partnerships, and mutual funds;

--52 retirement interests or pension p’lans;

--218 non-Government positions both with and without
compensation (outside employment, directorships,
trustees);

--183 real property interests (excluding residence);
-~137 creditors; and
- 70 L1ind trusts.

Although we reviewed every statement filed as of June 30,
1975, it was not our purpose tc determine whether any poten-
tial conflicts of interest existed. Such a review would have
required extensive work at each Federal agency to determine
the specific duties and decisions of each appointee. It would
have required examinations of disqualifications actions,
agency procurement records, Senate confirmation hearings and
records, and current agency administrative law cases. How-
ever, we did nute many interssts which raised questions con-
cerning the adequacy of CSC's system and the review procedures
ased.

Problems exist in the Jdesign and operation of CSC's
financial discleosure system. These problems stem from
the Executive order and CSC's implementation of it. Essen-
tial changes needed just for management control include

--identification of appointee positions reguired to
file,

--greater coordination with the White House and
executive branch agencies,



-~development of written regulations,
-~improvesd review procedures,

--additional financial information to be disclosed,
and

——greater enforcement authority for CSC.
We also believe that the Chairman, CSC, should be required
to file his disclosure statements with the Executive Office
of the President.

APPOINTEE POSITIONS REQUIRED TO
FILE SHCULD BE IDENTIFIED

The exact identity of all positions referred to in sec-
tion 401 of the Executive order which should have financial
statements filed with CSC, has never been specified. As a
result, CSC does not know if all appointees are filing.

CSC maintains a card file on appointees who currently
file. At our request, a checklist was compiled from the
card file to be used during our review. Since no established
procedures exist for identifying appointees, the checklist
may be incomplete. It is our opinicn that once CSC becomes
aware of what positions are required to be filed, they should
publish a listing of all of them.

Before 1975, financial dGizclosure statements were re-
viewed by a designated attorney in CSC's Office of General
Counsel. When the ethics counselor took over in January 1975,
oxe of his first tasks was to determine positions that should
be filed by identifying (1) incumbents who had filed several
vears before but had stopped filing in recent years and (2)
agencies in which one commissioner filed, but others had not
filed.

As a result of his findings, the Ethics Counselor wrote
letters Lo the fo.lowing agencies requesting seven appointees
to file a statement fcor the first time: Farm Credit Adminis-
tration Upper Mississippi River Basin Commission, New Englan¢
River Basin Commission, Pacific Northwest Regional Commissior,
Securities and Exchange Commission, Missouri River Basin
Commission, and American Bicentennial Administration.

Such an indirect method indicates a definite need for
& comprehensive indentification and listing of all posi-
tions which should file financial disclcsure statements
with CscC.



IMPROVED COORDINATION IS NEEDED

No formalized procedures between the
white House ans CsC

There is no sharirg of financial disclosure informau:ion
between the White House and CSC when the WhitLe House conducts
an initial review of tue appointee's fin.ncial interests.
Formalized procedures do not exist for the White House to
notify CSC of an appointee's nomination. Usually the White
House informs CSC within 2 weeks after an individual's con-
firmation. 1If CSC is not otherwise informed, it will not
write the appointee apprising him of his responsibility to
report his financial interests. Thus the appointee may not
know that he must file a financial disclosure statament and
his financial and employment interests may not be monitored
by CSC.

No _coordination with Federal agencies

We identified at least 16 agencies which deal with
numerous companies in all sectors of business. These agen-
cies award licenses, grants, and research contracts, and
in general, regulate various industries. Since many com-
panies conduct daily transactions with the agencies, it is
an impossible task for the CSC Ethics Counselor, with exist-
ing resources, to know which companies deal with which agen-~
cies. Therefore, a strong need exists for coordination
between the agencies and CSC. For example:

--One member of the Federal Maritime Commission fol-
lowing our report on the agency's disclosure sys--
tem requested that the agency review his financial
interests. His agency informed him that six of the
stocks he owned could create a conflict of interest
because the companies or their subsidiaries obtain
agency certifications of financial responsibility
for oil pullution and passenger indemnity. The
appointee divested the interests. CSC has no list
of companies certified by the agency.

—=-Another appointee has interests in three companies
with which his agency could have official business
or major procurement contracts. However, CSC does
not have or obtain any information to determine
whether the agency in fact had dealings with these
companies,
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-~Two appointees in an environmental agency owned stock
in several companies which conceivably could come
before their agency, but CSC has no listing of com-
panies currently involved in agency matters,

In cases such as the above, estabiishment or an informa-
tion and review system between CSC and the agency's General
Counsel could be very valuable to the CSC ethics counselor.
Agency general counsels or the agency ethics counselors are
in a better position to know which companies fall under
the agencies' auspices and could annually review the finan-
cial statements with the CSC Ethics Counselor, and make note
of any possible conflicts based on their knowledge. CSC
would be responsible for final review and action. Agency
counsels could also assist CSC in establishing procedures
to help insure that agency heads or commissioners disqualify
themsglves when necessary.

REGULATIONS SHOULD BE DEVELOPED AND
PUBLISHED IN THE FEDERAL REGISTER

CSC requires each agency to develop and publish in the
Federal Register regulations concernir- its financial dis-
closure system znd code of ethics. L..e the agencies, CSC
should have developed requlations for appointees establishing
(1) a scparate code of conduct for appointees reflecting their
particular susceptibility to conflict-of-interest situations
stemming from their prior work experience in private industry,
(2) additional standards of conduct and reporting requirements
that are appropriate to the particular functions and activi-
ties of an agency, and (3) a system for filing and reviewing
appointee financial disclosure statements.

Regulations should be submitted to the Federal Register
for publication. As a minimur, such regulations would aid
in the appointee's transition from private inductry to the
Government, serve as an ethical guide for his conduct, and
specify a system for C3C's review of statements submitted
under the regulations,

NEED FOR FORMAL REVIEW PROCEDURES

As stated previously, an appointee's financial interests
normally undergo a review by the White House and the Senate,
before they are submitted to CSC. Conceivably, there should
be no apparent conflicts when CSC gains responvibility for
monitoring the financial interests. However, on March 22,
1977, the CSC General Counsel, in hearings before the House
Subcommittee on Employee Ethics and Utilization, Committee
on Post Office and Civil Service, stated that some appointee:
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do emerge from the confirmation process who hold interests
which CSC considers to be possible conflicts.

If CSC were involved in the initial review of appointee
interests and were to recommend remedies for conflict-of-
interest situations, problems such as the one cited above
would nct occur. Also, a formal review system would en-
tail written guidelines and r=gqulations to deal with
existing problem areas, such as who should file with cscC,
reporting of insufficient informatiomn, monitoring of dis~
qualifications, and inadequate followup procedures,

According to present {£SC prictiucs, ppoointees are
required annually to file financial disc’ ‘“re statements
noting any changes or additions that he- curred during
the previous year, In some cases it is .. . icult to deter-
mine the status of financial interests for certain ap-
pointees because after filing a statement during the year
of appointment, they only reported changes or additions
during subsequent years rather than submi. a new complete
cr amended financial statement. We broucht this to the
attention of the Ethics Counselor, and beginning with
1975 statements, appointees were sent letters requesting
that they file complete statemeats each year.

Sometimes, interests listed on financial statements
cannot be found in standard reference sources. When this
occurs, CSC must seelk other sources to effectively rule
out the possibility of a conflict. CSC did not always
document these other reference sources in the files, and
the Ethics Counselor could not remember the nature of the
interests in all cases; consequently, it was difficult for
us to determine if the matter was adequately resolved.

Review of property interests

CSC should further question an appointee's interest in
rental property and undeveloped land, especially when the
appointee's agency is concerned with the economic develop-
ment of the land or managing its resources. Specifically,
a check should be made to determine what vse is made of the
property, and to whom it is leased, if anyone.

During our revicw we f ind instances where appointees

had interests in land located in the geographic area which
may fall under the jurisdiction of their agency.
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--One appointee to an agency which develops and
coordinates long-range comprehensive Federal and
State economic development programs owned indus-
trizl property in an area over which his agency
may have jurisdiction.

--Two appointees to agencies which develop and
coordinate long-range, comvrehensive, Federal and
State eccnomic develcpment programs owned undevel-
oped land which may be arffected by their agencies’'
actions.

--One appointee to an agency which coordinates water
and related land resources planning among Federal
and State agencies and local interests was a trustee
for a land conservation trust in an area possibly
under his agency's jurisdiction.

--An appointee to an agency which conducts a program of
resource conservation, development, and use to ad-
vance the economic development of a region, owned
three farms, a quarry., and a mountain tract in that
region.

We believe these interests should have been questioned further
by cscC.

Executive Order 11222, statutes, and regqulations
prohibit appointees from participating in any matter in
which they have a financial interest. CSC does not cur-
rently look behind the statements to determine if appointees
participate in any matter involving their proverty interests
while in office,.

Monitoring disqualifications

We found several appointees who said that they would
disqualify themselves from matters involving their financial
interests, rather than divesting of the interests or forming
blind trusts.

—-An appointee of a Tederal banking agency owned stock
in two banks which are registered holding companies,
He had considered divesting himself of stock in one
bank, but his agency's General Counsel recommended
that he disqualify himself from any matters involving
the bank regardless of whether he owned any stock.
The appointee decided to keep the stock and dis-
qualify himself from matters concerning both banks,
should the need arise.

13



~~An appointee on a naticnal arbitration board had
financial interests in 10 companies which could come
before the board, in which case he muset disqualify
himself from dealings with them. CSC did not monitor
any disqualification action by the appointee. Another
appointee to the same board sent a letter to CSC
stating that he will not participate in cases dealing
with his former clients or other institutions with
which he had a close relationship. A list of com-
panies was attached.

Title 18 U.S.C. 208 represents the general statutory
conflict-of-interest prohibition regarding the official
activities of Government officers and employees. Subsection
(a) requires them to refrain from participating personally
and substantially in any matter in which they, their im-
mediate families, or partners may have a financial interest.

Disqualification problems are twofold. First, CSC does
rot monitor disqualifications; secondly, an individual with
several interests requiring disqualification may be hindered
in the official discharge of the Auties for which he was ap-
pointed. An appointee at this level should be on the job and
not be burdened with acting on some matters and disqualifying
himself from others.

A means for monitoring disqualifications should be
established. One method would be to require the Gereral
Counsel of each agency to review a copy of the disclosure
statement annually and report to CSC on any interests which
create a problem. The General Counsel would retain a copy
of the statement and insure that agency heads disqualif,
themselves when necessary. CSC could enforce this by
reviewing disqualifications as a part of its menitoring
and audits of agency financial disclosure systems,

Adequate followu rocedires
for compliance must be established

The Executive order states that if a change is made
in an individual's financial holdings, it is to be re-

ported within the quarter. CSC is satisfied if these
changes are reported annually; thus some appointees are

‘changing their financial holdings, yet reporting them to

CSC up to 1 year later. The possibi ty exists that a
questionable interest may be acquired and h21d for gquite
some time before it is repor’ :d and reviewed by CsC.
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We found cases where CSC guestioned appointees about
<inancial interests, but left resolution of the questions to
the appointees and did not follow up to determine how the
yuestions were resolved., Financial interests which might
raise the question of appearance of conflict of interest
7ere mentioned to the appointee. How best to resolve the
matter (disqualification, divestiture, or blind trust) was
left up to each appointee. CSC did not require a response;
therefore, it received no feedback on actions taken in some
cases,.

CSC's Ethics Counselor leaves much to the "discretion
of the appointee."™ Oral or written communication frori CSC
serves to put the appointee on notice, and it is assu.ed
that CSC's suggestions are followed. At the least, a memo
should be included in the file stating the outcome cf re-
quests made, such as putting the interests into a blingd '
trust, or divesting of certain stocks.

If CSC is to have a finaucial disclosure system which
will assure high ethical conduct among Presidential ap-
pointees, then it must adhere to reporting requirements
contained in the Executive order and establish control
procedures which will enakle the system to operate in an
effective manner.

Nonblind trust assets
chculd be Tisted and reviewed

When an appointee has his assets managed by a trustee
aud the trust is not blind, CSC's only policy is to have
the appointee list the interests held in trust on the finan-
cial disclosure statement. Since appointees have knowledge
of the assets held in nonblind trusts, the potential for
apparent or real conflicts of interest is just as prevalent
as with appointees who directly hold financial interests.
We found that some appointees d:id not list assets contained
in nonblind trusts; therefore, we believe that CSC should
follow up and insure that appointees adhere to its policy.

OTHEP._INFORMATION SHOULD BE DISCLOSED

Complete disclosure of personal financial interests
should be required in those areas where conflicts of
interest might arise with an appointee's official duties.
The information currently required by the Executive order
reported on financial disclosure statements is insufficient.
Interests reported should reflect all financial interests
held during the current year rather than only those inter-
ests held on June 30 of each year.
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In summary. the following disclosures should be required.

1. Sources of income other than from Federal Govern-
ment)--name, address, and nature of the business;

services rendered for income; and amount,

2. Gifts, honorariums, and travel reimbursements (other
than from Federal Government)--source, value, and
date of receipt of (a) gifts other than from rela-
tives, (b) honorariums, and (c) reimbursements for

transportation, lodging, food, or entertainment.

3. QOwnership of securities, bonds, patent ri hts, and
commodities’ futures--name, address, and nature of
the business or commodity; dates of acquisition and .
divestiture; and value.

4. Organizational relationshi 8--name, ‘address, and
nature o usiness or entity with which connected
(as an employee, officer, owner, director, member,
trustee, partner. or adviser or through a pension
plan, shared income, severance payments, agreement

for future employment, or other arra.gements),

5. Liabilities (other than ordinar household expenses)--
name, address, and nature of the busInes=s or inaIvid—
ual to which the appointee is liable; date liability
was assumed; and amount.

6. Real property--address or legal description of
property location other than tnat which is occupied
as a personal residence; purpose for which property
is used; if rental property, name of person who is
renting the property; date of acquisition or divesti-
ture; and approximate market value.

Appointeegs should also disclose whether the financial
interest belongs to them, their spouse, or their dependents.
The value of the interest should be in categories of amounts.

GREAYER ENFORCEMENT
ADTHORITY IS NEEDED

Executive Order 11222 does not give CSC direct enforce~
ment authority to require appointees to rid therselves of
apparent or actual conflicts of interest, but directs that
CSC report any conflicts to the President. CSC would like
tc see the Executive order rewritten to reflect explicit
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powers. On February 2, 1976, CSC's General Counsel testified
before the Joint Ccmmittee on Defense Production that:

"# * * It ir our duty under the Executive Order
to serve a coordinating and monitoring role by
reviewing each agency's ethics requlations before
they are promulgated or modified. * * * Executive
Order 11222 (leaves) primary responsibility for
the ethics program in the agencies themselves.
While we (CSC) cannot force a divestiture, our
advice in this area is generally accepted. 1If
necessary we can report any problem to the

White House for action. * # * fThe Commission
has no au“hority to deal with those aspects of
the ethics program arising out of 18 U.S.C. S201
et seq."

If CSC believes that a possible conflict exists, it can
orly suguest appropriate action to the appointee to remedy
the matter. For example, an appointee in an agency dealing
witl environmental quality owned stock in a company whose
functions have an environmental impact. CSC expressed con-
cern over the appointee's retention of shares in these com-
panies that could affect, or appear to affect, his official
duties. It wa. left to the discretion of the appointee
to dispose of ...e stock. He did not see the necessity for
divestiture, preferring instead to disqualify himself from
dealings with these companies, if the need should arise.

Although CSC may recommend revising the Executive
order to assure the maintenance of high ethical standards.
it has rarely exercised this responsibility and has made
no formal recommendations to the President for improving
the system. 1In light of current svetem deficiencies. we
believe that CSC -an no longer manage the financial dis-
closure system for Presidential appointees without strong
enforcement authority.

If an executive branch Office of Ethics is established
as proposed in our report "Action Needed to Make The Execu-
tive Branch Financial Disclosure System Effective" (FPCD-77-
23, Feb. 28, 1977)., the financial disclosure system for
Presidential appointees should be placed under its jurisdic-
tion. This office, as called for in the report, would re-
quire strong Presidential support. adequate staffing and
funding. enforcement authority, and a clear charter setting
forth its mission and responsibilities.
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CHAIRMAN SHOULD FILE WITH
THE WHITE HOUSE

Under the present system, the Chairman of CSC is re-
guired tc file his financial disclosure statements with his
own agency. Since the Chairman is responsible for the finan-
cial disclosure system for Presidential appointees, it is
our opinion that he should file with an outside independent
body rather thzn his own agency to prevent the possible ap~
pearance of a conflict--more appropriately with the Executive
Office of the President.



CHAPTER 4
NEED TO FORMALIZE BLIND TRUST PROCEDURES

As a result of heightened public concern over conflicts
of interest, some Presidential appointees have placed many or
all of their assets in a blind trust to eliminate or substan-
tially reduce the possibility of conflicts of interest. 1In
the past, placing assets in a blind trust was considered to
be an acceptable alternative to an outright sale, because
the blind trust, in theory, eliminates the official's knowl-
edge of any financial interests. 1In many instances this was
preferable to divestiture since this method could result in
selling assets at a financial loss or, if sold at a gain,
entailing a large tax increase.

The American Association of Law Libraries defines a
blind trust as:

"* * * an irrevocable trust established by a
public official whereby he or she conveys all’
or most of his or her personal wealth to an
independent third party as Trustee, which

is usually a corporate financial institution
for the term of his or her public office.
While this term is in existence, the Trustee
has complete and exclusive control, dominion.
and management of the trust assets. 1In

other words, the public official has no say
whatsoever concerning the administration

or disposition of the trust assets while
under the sole jurisdiction of the trustee.”

Use of the blind trust has received the continuing sanc-
tion of the Congress--both in the legislative history of sec-
tion 208 of title 18 of the United States Code and subse-
quently in Senate confirmation of Presidential appointees.
The Justice Department also approves of the device.

There are, however, many difficulties with the blind
trust remedy. Some persons doubt its validity believing
that it does not prevent even the appearance of a conflict
of interest. The question of whether the trust is truly
blind depends to a great degree on the trustee and his re-
lationship with the appointee. Certain tax law requirements
also make it somewhat difficult to maintain a trust's blind-
ness. In many instances, depending on the nature of the
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trust's assets, an appointee can reasonably assume that =
prudent trustee is unlikely to dispose of all the original
assets.

CSC's POLICIE> AND CRITERIA
FOR_FLIND TRUS.S

CSC for the first time in 1973 required tighter super-
. vision over Presidential appointee blind trusts. The first
step in execting its supervision was:to require the submis-
sion of blind trust agreements for review to determine if
they, in fact, insulated the appointee from knowledge of
his 3tonks,

CS5¢ did not dacvelop written guidelines for this review.
However, memos to the files and letters to Presidential ap-
pointees indicate to us that CSC's policy does reg.'re (1)
filing of the trust agreement and an inventory of asrets
placed in trust and (2) the trustee to be independent.

CSC made vailakle a sample blind trust agreement to
Federal agenc, hics counselors in 1975. 1In addition to
(1) and (2) abov:, the sample trust agreement included the
following basic provisions:

--The trustee shall not communicate to the appointee
any assets held in trust during the trust term.

--The trust term must extend through the appointee's
appointment,

-~The trustee shall never purchise or otherwise ac-
quire prohibited interests.

-~Within a specified period of time following the crea-
tica of the trust, the trustee shall disnose of any
original property which the trustee is prohibited
from purchasing or acquiring.

--The trustee shall file with CSC an annual rwport of
assets held in trust,

-~The trustee shall be responsible for preps:iny and
filing the appointee's income taxes.

CSC has not required strict compliance concerning blind

trusts from appointees. It is generally hesitant to question
high-level officials for two reasons: (1) the White House
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and Senate confirmation committees have, in many cases,
reviewed the blind trusts and found them acceptable and/or
(2) by CSC's determination, the appointee does not "need" a
blind trust; therefore, CSC is 1.t concerned about the
trust's effectiveness..

REVIEW OF APPOINTEE
BLIND TRUST AGREEMENTS

Our review showed that 26 appointees listed 70 blind
trusts on their financial disclosure statements. We were
unable to conduct a complete review because 44 of the blind
trust agreements had not been filed with CSC, and none of
the 26 agreements met all the CSC criteria spelled out in
their sample blind trust agreement.

--15 blind trust files did anot contain an inventory of
criginal assgsets placed in trust.

~-=3 trustees' independence apreared questionable. These
trustees included the brothzr of one arpointee and the
former employers of the two other appointees.

--3 blind trust agreement files d.d not contain a provi-
sion that the appointee and trustee agreed not to com-

municate concerning the trust assets.

-=-5 agreements did not pzovide that the trust would ex-
tend through the appointee's term of office.

--1 agreement specifically directed the trustee to ig-
nore certain agency regulations which prohibit the
ownership of certain types of interest while 5 trust
agreements did not instruct the trustee to abide by
statutory prohibitions against the ownership of cer-
tain interests,

--None of the trust agreements required the trustee to
file an annual repori of trust assets with CSC to
insure compliance with various trust provisions.

--Only 8 trust agreements yrovided that the trustee
should prepare and file the appointee's taxes and not
provide copies of the tax returns to the appointee
until after his term expires. :

Tt is evident that while CSC informally established
certain blind trust provisions, these provisions are not
being adhered to, This is particularly true in cases when
the appointee has established a blind trust and CSC does
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not think that the trust is necessary. The Ethics Zounselor
relies upon the integrity of the tfustees and believes that
they will comply with the various trust provisions.

SENATE GOVERNMENT OPERATIONS
COMMITTEE STUDY

In January and February 1977, the Senate Government
Operations Committee issued a two-volume study on Federal
Regulation. Volume I entitled "The Requlatory Appointments
Process" pointed out that "blind trusts are sometimes inef-
fective because of the manner in which they are construed."

The study pointed out problems that required action
beyond the mere creation of a blind trust. For instance.
some stock may be transferred to a blind trust which no
prudent trustee would sell due to capital gains tax con-
siderations. Other stock may contain restrictions on sale
or transfer obviously nullifying the objective of the trust.

The Senate study concluded that problems occur because
there are no written guidelines for blind trusts and recom-
mended many provisions that should be in a blind trust con-
cerning the independerce and authority of the trustee, and
the composition and disposal of the assets.

Currently, S. 555 contains very strict provisions con-
cerning blind trusts (see app. III). The:: provisions are
generally consistent with our work and views and we endorse
them,

CONCLUSIONS

While CSC has informally set up certain blind trust pro-
visions, these provisions are not being adhered to. 1In many
cases, trusts are established before the appointee is con-
firmed, and CSC does not question them once the appointee
takes office. This leads tu many trust agreements which do
not conform to CSC standards. CSC is reluctant to request
trust amendments because it only has monitoring responsibili-
ties rather than enforcement power.

We believe that CSC should formalize its policies and
* strengthen blind trust procedures and require that they be
enforced. Stronger trust provisions could be achieved by
merging CSC's blind trust provisions with those recommended
in the Senate study. If such provisions were set forth in
specific legislation and adopted by CSC, the White House,
and the Senate confirmation committees, this would provide
standardized basic criteria for acceptable blind trusts.
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CHAPTER 5
CONCLUSIONS AND RECOMMENDATIONS

CONCLUSIONS

Under its current financial disclosure system. CSC can-
not effectively protect the public against potential con-
flicts of interest. This has resulted because of the lack
of express enforcement authority in Executive Order 11222,
lack of CSC involvement when appointees' interests are
initially reviewed, inadequate sSystem development, and in-
sufficient resources.

Section 404 of Executive Order 11222 does not give spe-
cific enforcement authority to CSC to require appointee com-
pPliance with conflict-of-interest requlations. Rather it
requires CSC to report to the President or to the head of the
agency concerned, any information contained in the statements
which may indicate a conflict of interest. As a result,
there is little CSC can do to enforce conflict-of-interest
regulations, CSC could have, however, under section 701(c),
recommended to the President that it he given greater en-
forcement and monitoring authority. rhe lack of strong en-
forcement authority puts CSC in a weak position when deal-
ing with Cabinet members and other agency heads.

Much of the authority to force changes if needed in
an appointee's personal financial portfolio, rests with the
White House and the Senate confirmation committees at the
time a nominee is selected and confirmed; usually CSC is
not intolved. If it were, it would strengthen the system
and prevent difficuities after the nominee is confirmed,

Under Executive Order 11222, CSC was to issue appro-
priate regulations and instructions implementing part IV of
the order which dealt with the reporting of appointee finan-
cial interests., CSC, however, has published no formal
written regulations, for Presidential appointees, although
it requires eacl: agency to develop such regulations for its
employees, Such regulations would seem highly important to
appointees since (1) most are coming from private industry
and are unaware of Federal ethical standards, (2) they have
much authority over Federal actions, and (3) their actions
are :ighly visible to the public. Such regulations should
be developed and include such items as a list of Presidential
appointee positions required to file with CSC. statutory
prohibitions, regulations concerning the appropriateness of
disqualifications, as opposed to divestiture, blind trust
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provisions, and current general ethics regulations on
honorariums, outside employment, and acceptance of gifts.
CSC should also develop statement review guidelines, proce-
dures for monitoring disqualifications, and guidelines for
determining potential conflicts of interest.

Also, CSC must be given strong Presidential support,
adequate staffing. and funding if the financial disclosure
system for appointees is to operate effectively. Currently,
only one person in CSC is responsible, full tiie, for the
Government-wide ethics program, including the Presidential
appointeec disclosure system. S. 555 would establish an Of-
fice of Government Ethics within CSC, with a budget of
$3 million. This Office would be given strong enforcement
powers under tne direction of a rresidentia, appointee,

KECOMMENDATIONS

Current legislation before the Congress could effect
many changes in the financial Jisclosure system for high-
level Federal officials. Such changes are necessary for
the system to operate effectively. However, should such
legislation not be enacted, we recommend that the President
of the United States:

--Delegate to the CSC enforcement authority to: deal
with conflict-of-interest matters concerning high-
level Federal officials including the authority to
investigate and resolve conflict-of-interest situa-
tions.

--Include, in the appointee selection process, a formal
review of the proposed appointee's interests by CSC
and the Justice Depalrtment for potential ccnflicts of
interest. They would recommend how and in what manner
such cornflicts should be resolved in light of appli-
cable laws and regulations.

(Ti-le IV of S. £55, section 402(b, would provide enfbrcamcqt aqthortty
to an Office of Govermment Ethics. Thelﬁbucﬁn*of‘fhetﬂ?%au in con-
sultation rith the Attorney General, would be authoriszed to develgp and
recommend tv CSC, rules and regulations to be pror ulgated by the Iresi-
dent or CSC pertaining to the tdentification and resolution of oon-
flicte of interest.)

-~Require the CSC Chairman to file his financial
disclosure statements with the Executive Office of
the President,
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Title III of S. 565, eeotion 304(a) would direot each CSC oommissioner
;nd the Diruﬁ;ar of ;ha Office of Goverrnment Ethics to file their re-
ports with the President and the Office of Government Bthics.)

We recommend that the Chairman, CSC:

--Complete system development. Thig would involve
formalizing policy and supporting procedures which
parallel those now required to be developed by
agencies for their employees. The system develop-
ment siould, among others., include

(a) identification of positions required to be filed:;

(T tle III, seotion 301(b)(5) and (8) of S. 565 would require that
officer, and employees of cn executive agenoy claseified at GS-18 and
above and thoss in tha untiformed service at or in exoess of 0-7 fils
publio statementes. Seotion 304(5) specifies that Presidential ap-
pointees, heads of agenoies, eto. are required to file.)

(b) identification of the statutory prohibitionsg and
their applicable interpretations regarding the
financial interests which are prohibited with
those positions required to file:

(c) development of blind trust provisions similar
to those discussed in the Senate repcrt on "The
Regulatory Appointment Process" in addition to
the provisions in use to help insure that blind
trusts are effective;

(Title III, seotion 303 of £, 565 spells out blind trust provieions
similar to what we are suggesting.) .

(d) establish procedures for controlling, and a
means of monitoring, appointee disgualifica-
tion; and

(e) establish procedures for granting exemptions
to hold a financial interest under 18 U.S.C.

208,

(These procedurce could be covered by the Office of Govermment Ethiocs
under title IV, seotion 402(&) of S. §§6.)
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--Develop criteria and requlations establishing the
procedures for reporting ari reviewing financial dis-
closure statements.

(Title IV, section 402(b) (1) of S. 555 would require the Dixactor of the
Office of Govermment Ethics, in comsultation with the Attormey General, to'
develop and recommend to CSC rules and regulations to be promulgated

by the President or CSC pertaining to confliots of interest and ethice

in the executive branch, inoluding rules and regulations establishing
procedures for filing, review, and public availability.)

--Revise the form used to collect financial disclosure
informatiou so that all relevant information needed
to identify and resolve conflict-of-interest matters
concerning an appoirtee's interests is obtained.
Appointees should also be required to disclose other
financial information concerning gifts, hono-ariums,
travel reimbursements, sources of income, and other
pertinent data including the value of such items. by
categories of amounts to protect against conflicts
of interest,

Title III, section 302 of S. 5§55 specifies the.aontcnt of what would
ic requireé to be reported including the data listed above.)

--Improve the documentation process by maintaining
complete files on exemptions granted; disqualifica-
tions; Senate confirmation proceedings; White House,
Department of Justice, and CSC reviews and investiga-
tions of interests; blind trust agreements and trust
assets; and other pertinent data used in reviewing
statements.,
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APPENDIX I

USCSC -- WASH D €

AND EMM
B{'vinm of the authority vested in me by Section 301 of Title 3 of
the United States as President of the United States, it is

hereby ordered as follows:
Pawr I—Pouricy

Sszorion 101. Where vernment is based on the ovhsent of the
every citizen entitled to have completo confidence in the
dm‘eyofhupnmme. Eech individual oficer, emaployes, or
of government must help to sarn and must honor that trust by
his ~wn integrity and condu ot in all oficial actions,
Part XI- Sraxvams or Conpvor
isscriox 201. (a) Ex n accoriance with ions iswaed
nntwnhct(xu)l lgg'g;tbilnqticn,nogm M»ﬁgg.;
a0oept, directly or indirectly, any m!&,‘fntmty, favor, entertainmtent,
loan, or any other thing of monetary value
tion, or group which— -
1) has, or is el to obtsin, contractual or other business or
{ nhtimhi:anthhhwq;

(8) condnots oparations or activities which are regnlated by hin
;or

?
(3) has interests which mi be subetantially affected by the per-
or nonperformance of his oficial duty.

b) A.-:ahndsmmthorind to issue regulations, coordinated
u& approved by the Civil Service Commission, imo;:l.c’nm ing the
provisions of subssction g) of this section and to provide for such ex-

y be nocemsary and appropriate in view of the
nature of their s work and the duties and responsibilities of
their employees. For example, it may be appropriate to provide exeep-

m governing obvious family or relationships where
the circumstances maks it clear that it is those relationships rather
than the businems of the permons concerned which are the motivating

clrnn illnstraticn being the parents, children or sponses

factors—the

of foderal employees: (9 pumittmgwa?una f food and refresh-
unt_nnihbgintho_énlluqmoh urh:nordinmr:othc
mesting or on i | tours where an em may be in
aitendance ; or (3) permiiting sooeptance loomftongm or other
w::fmmdmummmﬂmmpww
actvities of employess, such as home mortgage loans. section.
shall hdoetin!:zpu issnancs of such regulations,

(6) It is the intant of this section that emplo=ees avoil! & action,
whether or not spacifically prohibited by sulwecti ) h:r.’h i
Mhh,orcmtothnsp[znmolf—by Paction (8 migh

(1) using public office for private gain ;

(8) giving preferential treatment to any otgnanization or perwon;

(3) impdingpnmmmtﬁciomyormomy;

(¢) losing complete indepandence or impartiality of action;

(53) making a government decision outside official channels; or

'“ &6.2 sffecting I?.Nlﬂl’ the confidence of the public in the integrity

Sac. 992. Aa employee shall not en in any outside
including tecching, lzccuring, or whting, which might raoel s
1oL, or an apparent couflict, between the private interests of the

, from any person, corpors-
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employes and bis oficial government duties and renponsibilities, al-
houga swh teaching, lecturing, and writing bLamploy.u are gen-
0 be encouraged mo long as the laws, the provisions of this
order, and Civil Service Commission and sfiency regulations covering

conflict of interest and outside employment are observed.
. Sec. 203. Emplovees may not () have direct or indirect financial
interests that conflict substantially. or appesr to conflict substantially,
with their responsibilities and duties as Federal employees, or (b)
eagage in, directly or indirectly, financial transnctions as a result of,
ot primarily relying upon, information obtained through their em-
Aside these restrictions, employees are free to engage
in lawtul financial transactions to the same extent as private citisens.
s may; howerer, further restrict such transactions in the light

the special circumstances of their individual missions.

Sac. 304 An em shall not use Federal Er:peny of any kind
torothrchmoﬂ'c,m';lppm'daaiviﬁ-, must protect and
canserve 3!l Federal property, including equipment and supplies, en-
trusted or insued to him.

Sac. 205. An emp! shall not directly or indirectly make use of,
or permit nthers to use of, for the of furthering & private
interest, nficial information not made & to the general public.

Sec. 208. An employee is expected to meet all just financial oblige-
tions, especially thoss—such as Federal, Stats, or loral taxes—which
mimpondhy{nw.

Paxr ITI- _ saxpanoe or Ernicar CoMprer ron Sraciar GovemnaasT
Exrworess

Secrwow 301, This applies to all “special Government em-
”ud-ﬁmdinp‘sztion;;o;ﬁthlsohheUniMStm
m-hommp!qadinthoEncuiannch.

Szc, 306, Fach agency shall, at the time of employment of » con-
sultarst, advisr. or ather special Government employee require him
to suppiy it with a statement of all other employment. The statenent
shall hst the names of all the corporations, companies, firms, State or
local governnwntal organizations, research organizations and edwea-
tional o other institntions in which he is serving as smployes, allicer,
member, owner. director, trustee, adviser, or consultant. In sddition,
‘t shall list such other financial information ss the appointing depart-
mant or agency shall decide is relevant in the light of the duties the
appointes i io perform. The appointes may, need not, he re-
quired to reveal precise amounts of investments. The statement shali
be kept current throaghout the period during which the employee is 0n
the Government mlls.
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B O 1122 (3)
Paar IV—Ruroarnie ov Fiincas Inmusere

Secriow 401, (a) Not later than sfter ths date of this
rh.&w(axm-ém appointes in the
o!ml':cyhthum-ldﬁmmo!lm

commission od
%j’r—:n o the Ciril Barvion Commissicn & Satimnt contelhing fha
wing: ‘

(1) A list of the names of all corporations, companiss, firma, or .
other businem rtnerships, nonprofit organizations, and
educational or other mlitutrm— P

(A) with which he is connected a8 an nployes, oficer, ovner,
director, trustes, partr=c. adviser, or consultant.: ar

(B) in which le hrs any continuing financial interests, through
& pension or “«‘irement plen, shared income, or atherwine, as & rewult of
any carrent or prior employment or business or professinnaj assncia-

tion; or

(C) in which he has any financia) interest through the awnervhip of
siocks, bonds, or cther sscurities.

(2) A list of the names of his creditors. othor than thoss to whom
he may be indebxed by resson of s mortgage on y which hs
oocupies a8 & | reaidence or to whom he may be indebted for

current and ordinary household and living expenses.

(3) A list of his interests in real property or rights in lands,
other than property which he occapiss as a ponzml r:ﬂlm««.

(b) Each ferson who enters upon duty after the date of this order
in aa ofice or position as to which a statement is ived by this section
shall sabmit such statement not later than thirry days after the date of
his entrance on duty. .

(c) Each statement required by this section shall be up to date
by submiesion of unmn nu‘zum of any changes ink:l:r n‘:idith-
to, the information required to be included in the oniginal statement, on
a quarterly basia. .

Sec. 408 The Civil Service Commision shall preseribe Iationn,
not inconsistent wﬁhthhp.ﬁ,torqdnthtuhhindn::m
umzwwwmnm&mumm::ﬁ
apencies, ss Commission may designate. Commission
1..escribe the Torea and sontent of{ueh statemants and ths time or times
sod places #2¢ such submission.

Sac. 400. (8) Tha interest of a , minor child, nr ather membes
of his immeciate hounshold shall be conmdered ¢~ be an intervet of &
pereva requited to submit & Matement by or pure _at to this part.

{b) In the event any information required . e included in & state-
ment required by or purmuant to this pact is not kmown to the person
pereon concernod Shal e, sach ot paracn 10 sl T
Preon cuncerned requase othor pernons to it the re-
quired information on his behalf.

(¢) This part shall not be construed to require the submission of
any information relating to any person's connection with, or interest
in, u:x profemional society or any charitabie, religious, sorial, frater-
nal, educational. reereational, pn‘iu service, civie, or politienl organi-
Salion ot any similar organization not condneted as & business enter-
prise and which in not engaged in the ownership or conduct of a business
entarprise.

Bac. 404. The Chairman of the ('ivil Service (omminsion shall re-

to the Prasident any information contained in «utements reqrired
y Section 401 of this part which may indiente # ronflict brtween the
financial interenta of the afficinl concerned und the performance of his
~  swvica for the Government. The (‘ommiwion shall report, or by
! 100 require reporting, to the head of the agency cuncerned any
in tion contained in statemments submitted purwaant to regwiations
iswond under Section 402 of thin part which nay indieate a conflict
between the financinl intersutn ..:'Th. oficer or employes
and the performance of his wrvices for the {iovernment.
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Sec. 00, 'lhT: statements b:nt: l:‘u!ndod -ucm:o: required by or
pursuant to this pert skall in confidence, no information
utothocommnhemf shall hdhchpdua:,uﬁhﬂuim
of the Civil Service Commission or the head of the agency concerned
may determine for good canse shown.

Sec. 408. The satements and amended statements raml:l by
or pursusat (o this part shall be in addition to, and not in substitution
for, or in derogation of, any similar requirement impceed by law,
regulstion, or order. The submission of a statement or aniended
sty ments required by or pursuant to this part shall not be deamed
to ' . mit any person to participate in any matter in which his partici-
pation is pro]‘\i bited by law, regulation, or order.

Pier V--Drresanixa Avrnonrry or Tz Pazsipext Uxoss Szcmions
205 axp 208 or Trrix 18 or Tz Uxrren Srares Cooe Reramivg 1o
Coxruces or Icreazst
Secrion 301, As used in this part, “department”™ means an executive

department, “agency” means an im‘ependont agency oi estublishment

or 3 Goverament corporation, and “head of an agency” means, in the
case of an ageney headed by more than one p~son, the chairman or
comparihie member of such agency.

Sec. 2, There is de ed, in accordance with and to the extent

rescriberd in Sections mdwiofthhpn%tt:uﬂ\om of the
Fmidcnl urder Sections 205 and 208(b) of 18, Uud' States
Code, to sermit certain actions by an oficer or employss of the Gorsrr-
ment, ‘ncluding » mﬂmt amployes, for appointment to
- whose position the ident is responsible.

Ssc. 503. Insofar as the authority of the President referred to in
Section 502 extends to any appointes of the President subordinate to
or subject to the chairmanship of the head of a department or agency,
it isdelegated to such department or agency head.

Szc. 504. Insofar as the authority of the President referred to in
Section 503 extends to an appointes of the h who is within or
sttached to a department or agency for purposss of administration,
it is delegated to the head of such department or agency.

of this part to the contrury: S et doss 2o (0eBe s Sebpetios of
to , this nart not Y iom o!
the suthority of the President referred to in Section 502 insofar ss
itextendsto:

{2) The head of any department or agency in the Exocutive Branch ;
(:) Presidential appointees in the Fxecutrva Oios of the Pragident
whe e n>t subordinate to the head of an ageney e thal Office; and
{¢) Presidentia) inteed to committess, boards, commissionr, or
similar groups established by the President.
Parr VI—Paovinixg roa THR Prxrommance sy tux CviL Seavas

Comausarox or Cexrane AvTHomrTy Vistd 1y Tus Prstoent sy
Section 1755 or Tuz Revisso Stateras

Srcmion. #61, The Civil Service Commission is designated and
empowered to perform, without the approwal, ratification, or other
artiou of the President, so much of the authority vested in the Presi-
dent Ly Section 1753 of the Revised Statutes of the United Staten
{5 U=.C. 831) s relates to establishing regulations for the conduct
of persnns in the civil service.

Ser. 602 Regulations imsued under the authority of Section 601
shall Le corsistent with the standards of ethical candact provided
elsewhere in this order.

Pant VII—Gexmnar Provisions
Skc 14,5 701, The Civil Service Commission is suthorized and di-
rected, in addition to responsibilities sssigned elsewbess in this order:
(a) Toissues riate ations and instroctions implementi
Part= 11 11,8 \mthis:g; i

(b} Trreview agency regulations fron: time to time for conformance
withrthisew~isr; and
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USCSC -- WASH D C

e Tommudmthhm&athmhmwcmmhrm
()

Ty to ensure the
m&-mhmm Branch.

708. Each m directed to the
G:TS-M.C m#@%ﬂ wd?o
w nnd activities of his
m.'.bhud mn“ to&huuioa, unJ (8) thuvuhbu%ot
cosmseling for thoss +iajloyess who request sdvim or interpretat

Suc. 703. The following arc hereby revolted : ’

(a) Ezecutive Order No. 10006 of May 3, 151,
(b) Exscutive Order Mo. 11195 of Getor ~99, 1963, .
{¢) Ssction 2(.~) of Executive Order *.u. | Woﬂhy 10, 1954,

d memorandum of July 20, 1961, on “Standards of
Gunnfwﬁn!imhm ¥ 1 on

%mmﬁ&'hp:uumummam
the Civil Service Commission of regu under 701 (s
of this order.

Sac. 704 All actions heretofors talen President his
oy ;mdhmm"{yt&mdh
prescribod or approved by the President or by his - respect
dn‘nﬂaﬁﬂ,muhm with the
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' RIBARGORD YOR M:GLERTL UNTIL MAY 3, 1917
AFTEX 11:.30 A.l{. DRIRPING
Office of the White House Preas Secretary

THE WHITE HOUSE

TO THE CONGRESS OF THR UNITED STATES:

During ay ¢ vpaign I promised the American people that
a5 President I would assure that their government is devoted
exclusively to the public interest. I began fulfilling that
Pl sxise by making information on my own financial interes:s
publicly available. I have also requivred that all Presidential
Sppointees disclose their business and financial interes:s, to
remove any possibility of hidden confliets of interest. In
addition, I have obtained a commitment from these officials
to adhere to tighter restrictions after leaving governmnt,
in order to curd the "revolving door" practice that has
too often permitted former officialy to exploit their govern-
ment contacts for private gain.

TO expand ypon the antions I have taken so far, I am
submitting to Congress tha Ethics in Government Act of 1977.
This bill will establish far-reaching safegusrds against con-
flicts of interest and abuse of the pubiic trust by zovernment
officials. The bill incorporates the standards I have rejuired
of my own appointees, and extends.their coverage to other
high-ranking officials. It builds upon the Comptroller
General's two-year investigation of conflict of intarest en- .
forcement in the Executive Brach. It also parsal.els the
unprecedented efforts the Congress has made to sirengthen
ethical standerds for its megbers.

In addition to strengthening conflict of interest controls
through the Ethics in Government Act, I am today announcing
support for legislation to authorige appointaent of a temporary
Special Prosecutor to handle caces of misconduct by ‘high-ranking
Executive Branch officials.

Both Houses have recently adopted new Codes of Conduct
tYhich are milestones in the history of government action to
Pravent actual or potential conflicts of interest. The leader-
ship of both Houses have also pledged personal support for
enactment of these new Codes into law. The Senate is currently
considering S. 555, the Public Official Integrity Act of 1977,
and the House, in addition to creating a Select Committee on
Ethics to enact its new Code into law, has also been working
on legislation to establish government-wide ethical standards.
I am confident that through our joint efforts, legislation
prescribing government-wide standards of conduct will be
considered and passed this year.

The Ethice in Government Act calls for a three-part pro-
gram of financial disclosure, creation of a new Office of
Ethics in the Civil Service Commission, and strengthened
r:;:!‘{:iiom on post-employment activities of government
officials.

First, the Bthics in Government Act would require policy~
making ofﬂcull, whether political appointees or top-level
career civil servants, to diaclose publicly their financial
interests. Currently, policy-making employees must file
statsments of financial interest, but these statements are
not available to the public. In sddition to requiring public
disc’~sure, the Act would require collection of more extensive
info: ation abcut employees' financial interests than ihe
currer. “xecutive Order. Each officisl's report will include
informa i un:

more
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= $nooms, whether sarned or froa invessments}

- fts, inolud travel, lodging, food and
s!‘xtorénn-nt:m‘ ' ’

- assets, liabilities and finanoial transactions;

= positions held in business and professional
organisations;

= Aagreements for future employment.

The vast majority of government officials, of course, have
always followed strict ethical standarés. I respect their
efforts and integrity, and I have carefully considered the new
obligationa that this legislation will place an them. The
provisions of the Act would strike a careful balance between
the rights of thése individuals to their privacy and the right
of the American people to know that their public officials
are frev from conflicts of interest.

Second, the Ethies in Governwent Act would atrengthen
enltﬁ'i restrictions on the revolving dcor between government
and private industry. All too often officials have come into
government for a short time and then " Jeft to accept & Job
in private industry, where one of their primary responsi-
bilities is to handle contacta with the former employer.

To restrict this kind of arrangement I propose:

1. An extension of the current prohibition on appearances
before an agency of former employm~,.* on matters
that were under the official’s respona’bility:

- by exsanding the period of the prohibitiun
from one year to tiwo; and

= by including informal nn well as formal contaois.

2. A new and broader ban on formal o) inforwal contact
on other matters with agencics of former cmployment ,
for a period of onc yenr after the ond of government
service.

These rules also reflect a balance. They do not place unfair
restrictions on the jobs former government officials may choose,
but they will prevent the misuse of inflicnce acquired through
pudblic service.

‘.l'hird, this Act would establish & new Office of dovernment
Ethics the Civil Service Commission. Under the existing
Executive Order, guidelines have often been unclear, and
enforcement has been ineffective in some agenciles. An ef-
fective oversight office 1s essential 1if strict ethical
requiremsnts are to be enforced throughout the government.

Because I believe these responsibllities are so important,
1 am anking that the 0frice be hesded by a Director who 1s a
Presidential appointee, confirmed by the Senate. I want to
designate an individual who is clearly accountable to me, to
the Chairman of the Civil Service Commisaion and to the Congress
for the supervision of ethical standards in the Executive
Branch. The Director and his new Office would:

- 1ssue general guidelines to agencies on what

sonstitutes a conflict of intexrest, and how
those oonfliets can be resolved;
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- make recommendations to me on any changes needed
in laws and regulations Eoverning conflicts of
interest;

= monitor compliance by agenriss and individuals
with established requirem¢..ts; and

= 1increase understanding throughout the government
and on the part of the American people of the
ethical standards of conduct required of
Executive Branch employees .

This new Office will ensure vigilant enforcement of
the standards that are established to protect the honesty and
integrity of our government. )

To complement the Ethics in Government Act, I am also
announcing my support for legislation which vouid require
appointment of g Special Prosecutor to inveatigate and
prosecute alleged offenses by high government officials.

I am no: subxitting my own b1l1l, for legislation has already
been introdyced in the Congress which, with relatively small
revisions, will conform to my own principles for sound
Special Prosecutor legiaslation. Under those principles the
Special Prosecutor would be appointed by a specially empaneled
court. He or she could be removed from office only upon a
finding of extraordinary impropriety or incapacity. The
Special Prosecutor's Jurisdiction would extend to allcged
nisconduct by the President, the Vice President, members of
the Cabinei, and Wnite House staff members.

This approach will eliminate all appearance of high-level
interferance in sensitive investigations and prosecutions.
The American people mus’ dbe assured that no one, regardless
of position, is above the law,

I look forward to working with the Congress to enact
both the Ethics in Government Act and Special Prosecutor

legislation, so that we can help restore the faith of the
American people in their government ,

JIMMY CARTER
THE WHITE HOUSE,

May 3, 1977.
i & 0 9
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APPENDIX TTI

TITLES III AND IV OF S. 555--THE PUBLIC
OFFICIAL INTEGRITY ACT OF 1977

TITLE UI—-GOVERNMENT PERBONNEL;
FINANCIAL DISCLOSURE REQUIRE-
MENTS

8rc. 301, (a) Any individual who is an
officer or employes designated under sub-
section (b), and who performs the duties of
his position or office for & period in excess
of sixty days during a calendar year, shall
file on or before May 15 of the succeeding
vear & report as required oy section 802 con-
faining & full and complete financial state-
ment for that calendar yesar.

(b) The officers an” employees referred tn
in subsection (& are—

(1) the President:

(2) the Vice President;

(3) easch Member of Congress:

(4) each justice or judge or other ad-
judicatory official of the judicial branch of
the United States and of the judicial branch
of the government of the District of Colum-
bia;

(5) each officer or employee of an Execu-
tive agency, as defined In section 105 of title

8, United Btates Code, whose position i~
olassified at o grade of G8-18 or above of

the General Schedule prescribed by section.

8883 of title 6, United States Code, 07 who
{s in a position at a comparable or higher
level, and each officer or smployee of the
United States not employed by an Execu-
tive agency, as 50 defined, who is compen-
sated at & rate equal to or in excess of the
mintmum rate prescribed for employees hold-
ing the grade of QGS8-16 of the Genern!
8chedule p 222 by section B332 of title
8, United P .4tes Code; :0d

(6) ~.ch member of a uniform service
whor. pay grade is at or in exoess of O-7
?;avr section 1000 of title 37, Unitea States

0.

(¢) Within thirty days of assuming the
position of an officer or employee desighated
under section (b), an individual shall file
& report as required by section 808(f) unlesax
such individual has left another position
designated i subsection (b) within thirty
days prior to assuming his new position.

(4) Within five days of the transmitia)
by the Tresident to the Senate of the nom-
ination of a Presidential nomines, as defined
in section $09(18), but in any event prior
to confirmation by sither Houss of Oongress.
such nomines shall file a report as required
by section 308(f), Nothing in this Aot shal)
prevent any Congressional commities from
requesting, as s oondition of oonfirmation,
any additions’ financial iaformation from
any Presider.cial nomiines whose nominatio:
has been r ferred to that committes.

(@) Wihin thirty days of becoming &
candidr.6 sieking nomination for election.
or e¢lection, to the offtos of President, Vice
President, or Member of Congroess, or on or
before May 18 of that calendar year, which-
ever 15 later, and on or before May 16 of each
successive year the individual continues tw
be a ocandidate, an individual shall file a
report for the preceding oalendar year as re-
quired by section 808,

(1) Any individual who occupies an office
or position designated in subssction (b)
shall, within thirty days after leaving such
position, file a report as required by section
802 (oovering tho portion of that calendar
year up to the daote the individusal left such
office or position) unless such individua! has
acospted employm.ent in another poaitio:.
designated in subsection (b).

CONTENTS OF REPORT

8zc. 303. Each rt filed under subsec-
tions 301 (a), (e), snd (f) shall include a
full and compiete statement, in such man-
ner and form as the s ising ethics ofiice
(as defined in section 30¢(a)) for the filiny
individual shall prescribe, which contain-
the following:

(8) (1) The amount and the identity o!
each source of earned income (exclusive of
honoraria) received during such calendar
year which exceeds $100 {n amount or vaiue

(2) The identity of the source, the amount.
and the date, of éeach honorarium received
during such calendar year and an indication
of which honoraris, if any, were donated to
s charitable organization.

(8) The identity of each source of income
(other thun earned income) received during
such calendar year which exoceeds $100 in
amount or value, and an indication of which
of the following categories the amnount or
value of such item of income is withine

{A) not more than $1,000,

(B) greater than $1,000 but not more than

500

(C) 'gruur than 63,500 but not more than
'g%‘)’; greater than $8,000 but not mors tha
(E) greater than 818,000 but not mere thav

$50,000,

() greater than $80,000 but not more thar
$100,000, or

(@) greater than $100,000,

(4) For purpuses of parsgraphs (1) and
(3), any gift described in subsections (b) and
(¢ of this section shall not be considered cs
income.

(b) The identity of the source, s brief de-
acription of, snd the value of any gifts of
transportation, lodging, tood, or entertain-
nient aggregating $280 or more providad hy
aAny one source other than a relatlve during
the calendar year except that any food, 1ndg-
1ng, or entertainment recetved as part of the
personal hospitality of any individual noeed
not be reportsd.

(c) ‘The identity of tho source, a brief de-
scription of, and the value of all nther gifta
aggregating $100 or more from any one anurce
other than & relative during the calendar
year unless, in an unusual case. & walver s
grauted by an individual's supervising ethics
ofMce.

td) (1) QGifts with a falr markat value of
less than 8§38 need not be aggregated for the
purposes of subse~tions (b) and (¢) of this
aection.
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(2) In mggregating gifts for purposss of
subseotions (b) and (¢) of thiu section, the
reporting individual may deduot from the
total value of gifts rectived from any source
during the calendar year the totel value of
gifts given by the reporting individual to
tha” source during the calendar year, except
that, if gifts with a fair market value of less
than 835 received from that source are not
aggregated, gifts with a fair market value of
less than 835 given to that source may not be
deducted.

(e} (1) The identity and category of value
of each item of real property held, directly or
indirectlv, during such calendar year which
has a fair market value tn excess of $1,000 as
¢ the close of such calendar year.

(23 'The identity and category of value
of ewch 1tem of personal property held, di-
recily or indirectly, during such calendar
vear in a trade or business or for investment
or tre production of income which as a fair
market value in excess of $1,000 as of the
close of such calender year.

(f) The identity and category of value of
each personal llability owed, directly or in-
directly, other than to a relative, which ex-
ceeds $2,500 at any time during such calen-
dar year.

(8) The identily, date, and category ot
value of any transaction, directly or indi-
rectly, tn securities or commodities tutures
during such calendar year exceeding $1,000,
except that (1) the identity of the recipient
of any gift to any tax-exempt organization
described in sectlon 501(c¢) (3) of the In-
ternal Revenue Code of 1954 involving such
a transaction need not be report~d, and (2)
any transaction solely by and between the
reporting individual, his spouse. and depend-
ents need not be reported.

th) (1} The identity. date, and category
of value of any purchase, sale, or exchange,
directly or indirectly, of any interest in real
property during such calendar year if the
value of the property involved in such pur-
chase, sale, or exchange exceeds $1,000 as of
the date of such purchase, sale, or exchange,
except that (1) the ldentity of the recipient
of any gift to any tax-exempt organization
described in section 501(c)(3) of the In-
ternal Revenue Code of 1954 involving such
a transaclion need not be reported, and (2)
any tiransaction solely by and between the
reporting individual, his spovse, or depend-
entls need not be reported. .

(2) For the purposes of subsecticn (e) (1)
of this section and paragraph (1) of this
subsection, the identity of an item of real
property shall inciude the number of acres
of property, i{ there is more than one acre),
the exact street address (except with respect
to a personal residence of a reporting indi-
vidual). the town, county, and BState in
which the property is located, and if there
are substantial improvements on the land, a
brief description of the improvements (such
as “office building”),

(1) The identity of and s descripticn of
the nature of any interest in an option, min-
eral lemse, copyright, or patent right held
during such calendar year.

(}) Bhe identity of all positions held as
an officer, director, trustee, partner, pro-
prietor, agent, employee, representative, or
consultant of any corporation, company,
firm, partnership, or other business enter-
prise, any nonprofit rrganization, and any
educational or other institution, except that
thi: subsection shall nut require the report-
ing of positions held in any religtous, social,
fiaternal, or political entity.
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(k) A description of, the parties to, and
the terms of any contract, promise, or other
Agreement between such individual and any
person with respect to his employment after
such individual cesses to oocupy an office
or position described in section 201, in-
cluding any agreement under which such
individual is taking s leave of absence from
an office or poeition outside of the United
Btates Government in order to occupy an
office or position described in section 301(b),
and a description of and the parties to any
agreement providing for continuation of
payments or benefits from a prior employer
other than the United States Government.

(1) If any person, other than the United
States Government, paid the reporting in-
dividua! compensation in excess of 45,000
In any of the two calendar years prior to
such calendar year, the individual shall in-
clude in the report—

(1) the name and address of each source
of such compensation:;

{2) the period during which the report-
ing individuel was recelving such cumpen-
sation from each such source;

(3) the title of each position or relation-
ship the reporting individual held with each
compensating source; and

(4) & birel description of the duties per-

formed or services rendered by the report-
ing individual in each such position.
The preceding sentence shall not require
any individual to include in such report any
information which is considered confiden-
tial as a result of a privileged relationship,
established by law, between such individusl
ard any person nor shall it require an in-
dividual to report any information with
respect Lo any person for whom services were
provided by any firm or association of which
such Individual was a member, partner, or
employee unless such individual was di-
rectly involved in the provision of such
services

Sec. 303. (a) For purposes of subsections
(¢) through (h) of aection 302, an in-
dividual need not specif{y the actual amount
or value of each item required to he re-
ported under such subsections, but such
indlvidual shall indicate which of the fol-
lowing categories such amount or value is
within:

{1) not more than $5.000,

(2) greater than $5,000 but not more than
$15.000,

(3) greater
than $50,000,

(4) greater th.. $50,000 but not more
than $100,000,

(5) greater
than $250,000,

(8) greater
than $500,000,

(7) greater than $500,000 but not more
than $1,000,000.

(8) greater than $1,000,000 but not more
than $3,000,000,

(9) greater than $2,000,000 but not more
than $5,000,000, or

(10) greater than $5,000,000.

(b) For the purposes of subsection (e) of
section 32, if the current value of an interest
in real property (or an intereat in a real
estate partnership) is not ascortainable
without an appraisal, an individual may list
(1) the date of purchase and the purchase

415,000 but not more

than $100,000 but not more
than $250,000 but not more
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prics of the interest in the real property, or
11) the sssessed valus of the real property
'or tax purposes, ‘«djusted to eot the
market valus of tl.e property used for the
assesament if the assessed value is computed
at less than 10 percent of such n.arket
value, but such individusl shall incl'ide in
his veport a full and compiete description
of the method used to determine such as-
sessed value, instead of apeoilying a category
of value pursuant to subssotion (&) of this
section, If the ocurrent value of any other
item required to be reported under subsec-
tion (e) of section 303 18 not sscertainable
without an appraisal, such individual may
1ist 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
rsapect to other holdings, any recognized in-
dication of value, but such individual shall
include in his report a full and complete de-
scription of the method used in determining
such value, In lieu of any value referred to
in the preceding sentence, an individual may
list the assessed value of the item for tax
purposes, adjusted to reflect the market
value of the item ussd for the assessment if
the assessed value is computed at less thanm
100 percent of such markst value, but a ful!
and complete description of the mathod used
in determining such asseased velue shall be
included in the reprri.

(e) (1) For the purposes of subsection (a)
through (2) of section 303, the indlvidual
shall report the source, but need not report
the amount, of any earnsd income over
$1,000 or gifts over $100 (4350 in the casa of
transportation, lodging, food, or entertain-
ment) received by a spouse or minor depend-
ent, and of gifts of over §500 received by an
adult dependent, but with respect to earned
tncome, if his spouse or any minor depend-
ent is self-employerd {n his or her own busl-
ness of profession, only the nature of such,
business or profession need be reported.

(2) For the purposes of subsection (s)(3)
and subsections (e) through (i) of section
302, & veporting individual shall alss report
the interests of the spouse or dependents of
that individual: Provided, That a reporting
individual shall not be requirea to report
any specific information concerning interest
of a spouse or ¢ependent if the reporting in-
dividual certifies to the supervising ethics
office that: (A) he or she has no knowledge
of such information; (B) he or she has made
every reasonable effort to obtain the required
information from his or her spouses or de-
pendent; (C) he or she derives and expects
to derive no benefit from such interests; (D)
and that such interests were not derived
directly or indirectly from interests or in-
come formerly owned or controlied by the
reporting individual.

(3) No report shall be required with re-
apect to the interests of a spouse living
separate and apart from the. reporting in-
dividual.

(d) (1) Except as provided in paragraph
(2), each reporting individual shall report,
in accordance with the provisions of section
303, the identity of the holdings of and the
tdentity of the source of income from a trust
or other financial arrangsment from which
fncome is received by, or with respect to
which an equity interest is held by, such
individual, his spouse, or any of his de-
pendents. .
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(3) A reporting individual other than »
Judge or justics of the United States need
not report the holdings of or the source of
income from any of the holdings of~—

{A) any quaiified blind trust (as defined
in paragraph (8)); or

(1) whish was

whioh was not created directly by such
::d‘:vldual. his spouse, or any of hu’do’mnd-
(]

(11) with respeot to whioh such individua!,

his spouss, and any of his dependents have

0o Foowledgs of the holdi or sources of
inoome of the trust, and e °

(111) with respecs to which such individual
has requested the trustes to provide informa-
tion with respect to the holdings and sources
of income of the trust and the trustes re-
fuses to discloss the {nformation,

but such individual shall report the catego
of the amount of incomae received by l‘mrli
his spouse, or his dependents from the trust
under section 303(a) (3).

(8) For purposes of this subsection, the
term ‘“qualified blind trust” ipcludes any
trust, in which a reporting individual, his
fpouse, or any of his dependents has a bene-
ficial interest tn the principal or income,
and which meéts the foliowing requirements:

(A) The trustae of the trust is & financia!
institution, an attornay, a certified public
accountant, or & broker, who (in the case of
& finanocial institution or investment com-
pany, any officer or employee involved in .he
anagement or contro! of the trust who)—

(1) .s independent of any interested party
80 that the trustes csmnot be controlled or
influenced in the ad.ministration of the trust
by any intsrestsd party, !

(11) 1» not an employee of any interested
party, or any organization amliated with any
interested party and is not a psrtner of, or
involved in any joint venture or other in-
vestment with, any interested party, and

(i11) is not a relative (as defined in sec-
tion 200(14) ) of any interested party.

(B) Any asset transferred to the trust by
An interested party is free of any restriction
with respect to its transter or sale unless
:::hmmtﬂchon t’l:l expressly approved by

pervising ethics office
Hipthaly ad of the reporting
(0) The trust instrument which estab-
ltl?te)u the t.r:ut provides that— tab
exoept to the extent provided In
clause (B), the trustee In the ox;;rclu of hia
‘suthority and discretion to manage and oon-
tm] the assets of the trust shall not consult
or(at;ﬂg a.tx;y interested party;
¢ trugt shall not contatn any asset
the holding of which by an lnteruudy party
is prohibited by any law or regulation:

(111) the trustee shall promptly notify the
omtm m“lnmun and his su

o8 O the holdings of any par-
ticular aset transferred to the trust gypmy
interested party are Gisposed of or when the

value of such holding is less than $1,000:

(iv) the trust tax return shall be prepared
by ihe trustes or his designes, and such re-
turn and any information relating thereto
(other than the trust income summarized
in sappropriate csiegories n to com-
plete an interested party's tax return), shall
not be disclossd to any intereuted party;
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(V) an interested party ahall not receiva
Any report on the holdings and sources of
income of the trust, 0Xospt & rejort at the
end of each calendar quarter with respect
to the total caah value of the interest of the
interested perty in the trust or the net in-
come or lesg of the trust or any roports pwc-
essary to enable the interested party o
complete an individual tax return required
by law or to provide the information re-
quired by section 302(a)(3) of this title,
but such report shall not identify any asset
or holding:

(Vi) except for communiecations which sclely
consist of requests for distributions of cash
or other unssecified asseta of the trust, there
shall be nc :irect or indirect communication
between tii- trustee and an interested party
WR raeact to the trust unless such-oom-
muitication Is in writing and unless it relates
oniy (I) to the generel financial interest snd
nzeds ¢l the Interested party (1ncluding, but
not limited tc, an interest in mazximizing In-
come or long-term capital gain), (II) to the
notification of the trustee of a law or regula-
tion subsequently applicable to the report-
ing individual which prohibits the interested

party from holding sn ssset and which noti-
Acation directs that the assets not be heid by
the trust, (ITT) to direcwous to the trustes
to sell all of an aseet intiially placed in the
trust by an interested party whiche in the
deterraination of the reporting individual
cTea’es a conflict of interest or the appear-
ance thereof due to the subsequent assump-
tion of duties by the reporting individual
(but nothing herein shatli require any such
direction); and

(vil) the interested partles shall make no
effort to obtain information with respect to
the holdings of the trust, including obtain-
ing a copy of any trust tax return filed or any
information relating thereto except as other-
wise provided in this subsection.

(L) The proposed *-ust instrument and
the proposed trustse shall be approved by the
reporting individual's supervising ethics of-
fice. For purposes of this paragraph, “inter-
ested parties™ means a reporting individual,
his spouse, and dependents if the reporting
individual, his spouse, or dependent has a
beneficial inte sat in the principal or in-
come of a qualified blind trust. The term
“broker” 1s used as defined in section 78 of
title 16, United States Code.

(4) An asset placed In a trust by an inter-
ested party shall be considered a financlal
interest of the reporting individual, for the
purposes of section 208 of title 28, United
States Code. and any other zonflict of inter-
est statutes or regulations of the Federal
Government, until such time as the report-
ing individual {s ~otified by the trustee that
such asset has been disposed of, or has &
value of less than $1,000.

(6) (A} The reporting individual shall file
within 30 days after a qualified blind trust
is approved by his supervising ethics office a
copy of —

(1) the executed trust instrument of such
trust (other than those provisions which re-
Iste to the testamentary disposition of the
trust asseta), and

(11) & Ust of the assets which were trans-
ferred o such trust, including the category
of value of emch asset as determined under
section 303(a),
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with esch office, agency, committes, or indi-
vidual with whom sueh reporting individual
18 required %o file & report under section 90¢.

() The reporting individual shall, within
thirty days of transferring an amet (other
than cash) 1o s previously estabiished quali-
fied blind trust, notify his supervising ethios
Office of the identity of each such asset and
the category of value of each asset an deter-
mined under section 308 (a).

(C) Within thirty days of the dissolution of
& qualified blind trust, a reporting individual
shall—

(1) notify his supervising ethics office of
such dissolution, and

(11) file a copy of a list of the assets of the
trust at the time of such dissolution and the
category of value under section 303(a) of
each such asset with each ofce, sgency, com-
mlittee, or individua! with whom such indt-
vidual is requived to file a report under sec-
tion 304.

(D) Documents filed under clauses (A),
(B),and (C) of this parsgraph shall be made
avallable to the public in the same manner
A8 a report 1s made available under section
308 and the provisions of section 305, as ap-
propr.ate, shall apply,

(E) A copy of each written communication
with respect to the trust undsr paragraph
(4)(C) (1v) shall be filed by the person ini-
tiating the communication with the report-
ing individual’'s supervising ethics office with-
in five days of the date of the communication.

(6) (A) A truastee of & qualified blind trust
shall not knowingly or negligently (1) dis-
close any informaiion to an interested
with respect to0 such trust that may not be
disclosed under this subsection: (11) acquire
any holding the ownership of which s pro-

hibited by the trust {nstrument; (ii1) solicit
advice from any interested party with respect
to such trust, which solicitation is prohtbited
by this subsection or the trust agreement;
or (vl) fall to file any document required by
this subsection,

(B) A reporting incividual shall not know-
ingly or negligently (.) solicit or recelve any
information with resrect to a qualified bl'nd
trust of which he i an interested party that
may not be disclo.ed under this subsection,
or (ii) fail to file any document required by
this subsection, .

(C) (1) Any individual who knowingly and
willfully violates the provisions of subpara-
graph (A) or (B) shall be fined In any
amount not exceeding $5,000, ur imprisoned
for not more than one Year, or both.

(H) Any individual who negligently violates
the provisions of subparagraph (A) or (B)
shall be fined in any amount not exceeding
$56.000.

(7) Any trust which 18 in existence prior
to the date of the enactment 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 es-
tablish a blind trust;

(B) the previous trust instrument is
amended or, if such trust instrument docs
not by itsa terms permit amendment, all
parties to the trust instrument, including
the reporting individual and the trustee,
agree in writing that the trust shall be ad-
ministered in accordance with the require-
ments of paragraph (8)(¢) and s trustee is
(or has been) appointed who mee:s the re-
quirements of paragraph (3): an4

III
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(O) & copy of the tmust imstrument (ex-
Capt testamentery provisions), s list of the
sasets ‘previously transferred to the trust hv
An interested party, aud the oeategory of
value of sach such asset at the *'me it was
placed in the truat is filed and made avaii-
able to the public as provided undor para-
graph 8.

(e) The President, the Judicial Conference
of the United States, the House of Repre-
sentutives, or thr Senate may require the
reporting and disciosure of information with
Tespect to gifts received by reperting in-
dividusls under their supsrvison, as dest:-
nated in section 304(a), ana their SpouKen
snd dependents, In edaition to that re-
quired by section 302 if it is determined that
such information ia Deocessary for the effective
en‘orosment of the conflict of interest lavs
or ~egulations.

' ') Each report filed under subsection 301
(¢) and (d) shall include a ful] and complete
statement, in such manner and form as the
individual's supervising eithios ofce shall
prescribe, with respect to information re-
quired by subsections (e), 1), (1, (). (k).
and (1) of section 303, as of the date of fAling,
and the sources wnd amcunts of any pay-
menta to date over and above normal salary
(including but not limited to severance,
bonus or buy-out payments) frcm a prior
employer or partner for the year o1 filing and
the preceding calendar year.

FILING OF REPORTS

Sgc. 304. (a) For purnoses of this title, the
term “supervising etthies office’’ means—

(1) & committes destnatyd by the Benate
of the United States in vae :ase of Members,
oficers, and employees of the Senate, candi-
dates seeking slection to the Senate, anc
officers and eas.ioyees of the General Ac-
counting Ofoe, the Cost Aocounting Stand.
ards Board, the Office of Technology Assesa-
ment, and the Ofice of the Attending
Physictan;

(3) & committee designated by the House
of Reprewentatives in the case of Members,
officers, ‘1 employees of the House of Repre~
sentatiyes, candidaies seeking election to the
Hous of Representatives, and officers and
employees of the Architeot of the Capitol, the

" Botenic Gardens, '~ Government Frinting
Ofics, and the Library of Congress;

(3) a committee designated by the Ju-
dicial Conference of the Untted Btates in
the oase of justioss and judges of the Untted
States, any offios; r omployes of the judiois)
branch of the Government or th.» Disteiot of
Columbis government, and any Presidential
homines for any such position;

(4) the President in the oase of aay Com.
missioner of the Otvil Service Commtssion
and the Director of the Office of Govern.
ment Ethios of the United States Olyil Serv-
ice Commission;and

(8) the Offive of Government Ethics of the
United States Civil Bervice Commission in
the case of any other individual uired to
file a report under section 301; (b) (1) Each
officer or employee whose supervising ethics
office is the Office of Government Ethics of
the United States Civil Bervice Commigsion
(hereinafter referred to us the “Office of
Government Ethics"), other than an in-
d}llvl‘dusl axcepted under paragraph (3),
shall— '

(A) file the report rsquired by this title
wl:h the designated official of his agency:
an
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(B) file & copy of his report with tha Of-
floe of Government Ethics is such officer or
employee is the President, the Vioe President,
& Presidental appointes in the Rxscutive Of-
fice of the President who is not subordinate to
the head of an agency in that Office, a fuili-
time member of & committee, board, or com-
mission appointed by the President or an
individual whose puy rate s spocified in
subchepter II of chapter B3 of titlo 5, United
States Code.

(2) The President may exempt any individ-
ual in the Central Intelligence Agency, the
Defense Intelligence Agenoy, or the Nationsl
8ecurity Agency, or any individual engoged
in intelligence aotivities in any agency of
the United States from the requirement to
file & report with his supervising ethice ofice
if the President find that, due to the nature
of the ofoe or position oceupied by such in-
dividual, public disclosure of such report
would reveal the identity of wn undercover
agent of the Federal Government, Each in-
dividual exempted by the President from
such requirements shall fils such report with
the head of the agency in which he ocou-
pies an oMoe or position and said report shall
not be made public.

(¢) Each Commissioner of the Civil Servica
Commission and the Director of the Offioe of
Bovernment Ethics of the Clvil Service Com-
mission shall file the repurt required by this
title with the President and a copy with the
Office of Government Ethics

(d) (1) Each individus! tdentified tn mib-
section 301(d) who is nominated for a post-
tion the supervising ethics office for which
is the Office of Government Kthics shall file
the report required by this title with the
Senate committee (in the case 0f & nominee
for Vice Presi(:nt, the Senate and House
comm ttees) considering iths nomination and
& copy of such report with the Agency in
which he is nominated to serve and the
Office of Government Ethics.

(2) Each individual identified in mubasc-
tion 301(d) who Is not referred to in ymra-
graph (1) of this subsection shall Ne tha
report required by this title with the Benate
committee considering his nomination and
& copy of such report with the supervising
2thics office for the position for which be i
nominated.

(e) Each individ jal identified in subsece
tion 801(e) shall file the report required by
this title with the Supervising ethics office
for the position for which he is & candidate.

(1) (1) Each Member, oficer, employee or
candidate whose supervising ethics office ia »
committee designated by the Senate or
House of Representatives shall file the roport
required by this title with the Seoretary of

the Senats or the Olerk of the House of Rep-
recentatives, respectively, P

(3) Each Member of the House of Repre-
sentatives or the Senate or a oandidate for
sush a position shaj] Also file & copy of such
Teport a8 & public document with the Sec-
retary of State (or, 1f there 13 no omce o
Becre of Btate, the equivalent state of-
flcer) In the State which the individual rep-
Tesonts or In vhich he is candidate.

(8) (1) Each justice, Judge, adjudicatory
official, officer, or employes of the judicial
::tg&l:l ox; 'the g:xﬂlgllal branch of the District

mbia s e the repor
this title with his lumrmm;mo:hm‘;m.b’
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) (2) In sddition, each justice or judge or
other adjudicatory oMiclal of the Judicial
branch of the United States shall flle a copy
of such report as a publio document with the
clerk of the court on which he sits,

(h) The Individual's supervising ethics of-
fice may grant one or more reasonable exten-
stons of time for filing any report (other
than a report required by subsection 301(d))
but the tctal of such extensions shall not
exceed ninety days. The ocongressional com-
mittee considering a nomination may grant
one or more reasonable extensions of time
for filing any report required to be filed un-
der subsection 301(d) but in no event shall
such extension extend beyond the time such
nomj=ee s confirmed.

CUSTODY OF AND PUBLIC Aécl'.aa TO REPORTS

SecC. 305. (a) The Secretary of the Senate,
tue Clerk of the House of Representatives,
each Secretary of State, the committee des-
ignated by the Judiclal Conterence, and each
clerk of court shall makeé each report filed
under section 304 available to the public
within fifteen days after the receipt of such
report from any individual and provide a
copy of such report to &ny person upon a
writte. equest.

(b) Each executive agoncy, as defined in
section 105 of title 8, United States Code, and
the Office of Government Eirics of the Civil
Service Commission shall— .

(1) maks each report flled under section
304 available to the public within forty-five
days after the receipt of such report from
any individual and provide a copy of such
report to any person upon a written request
and

(2) prior to making such reports available
to the public, cause each such report to ve
reviewed to assure compliance with applica-
ble laws and regulations and indicate on the
financlal disciosure report the name of the
person who conducted such review and the
fact that no conflicts exist or a description
of the action taken to eliminate any confiicts
which do exist.

{¢) Any person recelving a copy of a
report or inspecting a report pursuant to
8ubsection (&) or (b) shall be required to
Supply his name and address and the name
of the person or organization, if any, on
whose behalf he 1s requeating a report
and may be required to Py =
reasonable fee iIn any amount which
13 found necessary to recover the cost of
reproduction or mailing of such report ex-
cluding any salary of any employee involved
in such reproduction or mailing. A copy
of such report may be furnished without
crarge or at & reduced charge if !t s de-
termined that walver or reduction of the
fee 18 (n the public interest. The names and
addresses of persons or organizations in-
Specting or recelving a copy of a report shall
be made avallable to the reporting indi-
vidual and to the public.

(d) (1) It shall be unlawful for any person
to inspect or obtain a report—

(A) for any unlawful pPurpose;

{B) for any commercial purpose;

(C) for det rmining or eatablishing the
credit rating of any individual; or

(D) for use, directly or indirectly, In the
solicitatiqp of money for any political, char-
itable, or other p .

hibited in PAragraph (1). The court in which
such action {s brought may assees ugainst
Such person a Penalty in any amount not
to exceed $5.000.
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(@) Any report received under this title by
the offices referred to in subsections (a) snd
(b) shall be held and kept available to the
public for a period of six years after its
receipt. After such six year period, any such
report, shall be destroyed.

AUT ITS OF REPORTS

Sgc. 308. (a) The OfMice of Government
Ethics shall, under auch regulations as are
preacribed by that Office in order to monitor
the accuracy and completeness of such
reports—.

(1) conduct, on a random basis, a suffi-
cient number of audits, as deemed DOCOSAry
and wppropriate, of the reports filed with
that OfMoe (other than the reports flled by
\he President, Vice President, s Commis-
sloner of the Civil Service Commisaion or
the Directcr of the Ofice of Government
Ethics); and

(3) sudit at least one report flied by an
individual holding the ofice of President,
Vice President, or Civil dervice Commis-
sloner during the term of such person, and
at least once every four years audit one
report filed by the Director of the Ofice of
Government Ethics, except that no such
audit shall take place during the calendar
year and any such individual is up for
reelection,

(b) The Comptroller General shall, under
such regulations as may be prescribed by
him, in consultation with the respective
supervising ethics ofice of the Senate or the
House of Representatives, in order to moni-
tor the accuracy and completeness of such
reports—

(1) conduct on & random basis, a sufficient
number of audits, as determined by the
respective supervising ethics office, of the
reports filed with such offices (other than
those filed by a Member of the Senats or
House of Representatives or an officer or em-
ployee of the General Accounting Office):
and

(2) during each six-year period beginning
after December 81, 1977, audit at least one
report filed by each Member of the Senate
and House of Representatives, except that
no such audit shall take place during the
calendar year such Member is up for re-
election and the report of any Member not
reelected or who does not serve out the term
of his office shall not be subject to audit
a’ter he has left office.

{c) The supervising ethics office for the
judicial branch of the Uiuited States and the
District of Columbia shall, under such
regulations as are prescribed by that office,
conduct, on a random basis, s sufficient
number of audits of the reports filed with
that office in order to monitor the accuracy
and completeness of such reports.

(d) The supervising ethics office of the
Senate shall, under the regulations pre-
scribed by the Comptroller General under
subsection (c), conduct on & random basis,
& sufficient number of audits of the reports
filed with said office by officers and employ-
ees of the General Accounting Office in order
to monitor the accuracy and completenees
of such reports.

{e) The findings of each audit conducted
pursuant to this section shall be transmitted
to the individual being audited and that
individual's supervising ethics office,

(f) Nothing in this section shall affect the
authority of a au ethics office to
conduct an audit of a report filed under this
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title in the course of an investigation of
allegations of wrongdoing.
FAILURE TO FILE, FPALSIFYIMG REPORTS;
PROCEDURR

8»c. 307. (a) (1) Any individual who know-
ingly and willfully falaifies or omits to re-
port any material {nformation such individ-
ual is required to report under section 302
shall be fined in any amount not exceeding
$5,000, or imprisoned for not more than one
year, or both.

(2) The Attorney General may bring a civil
action in any district court of the United
States against any individus! who fails to
file & report which such individual is re-
quired to file under section 301 or who fails
to report or inacecurately reports any infor-
mation which such individual is required to
report under section 302. The court in which
such action is brought may assess against
such individual & penalty in any amount
not to exceed $5,000.

(b) The supervising ethics oMce shall refer
to the Attorney-General the name of any
individual such ofice has reasonable cause to
believe has falled to file a report, has falsified
or falled to file information required to be

i or has violated any law relating to
oconflicts of interest of officers and employees
of the Goverament, and in the case of the
President, Vice President, or any justice or
Judge of the United Btates, shall alse refer
Such matter to the Committee on the Judi-
ciary of the House of Raepresentatives,

(¢) The supervising ethics ofce for the
Judicisi pranch shail, subject to such proce-
dures and reguletions as the ofice shall
preseribe—

(1) review the reports filed with it under
this title to insure that the reports are filed
in & timely manner. and are complete and in
proper form;

(3) mrange for the audits required by
section 308(c) of this title:

(3) Investigate compiaints with respect to
alleged violations of Lhis title:

(4) take appropriate administrative ac-
tion sgainst employees of the judicial branch
who violate this title;

(8) refer matters to the Attorney General
and the Committee on the Judiciary of the
House of Representatives pursuant to sec-
tion 307(b); and

(8) report at least annually to the Con-
gress on the activities of the -Judicial Con-
ference of the United States pursuant to
this title and the effectivencss of the Juateial
branch system for the prevention of confiicts
of interest, with recommendations for
changes or additions to applicable laws as
hecessary,

ADVISORY COMMTSSTON ON ETHICR

SEc. 308. (a) There is established an -
dependent advisory commission to be known
&8 the National Advisory Commission on
Fthies in Government (hereinafter in this
section referred to as the “Commiasion"),

(b) (1) The Commission shall be composed
of nine mem.bers who shall be appointed from
private life, as follows:

(A) three appointed by the President of
the United States, no more than two of whom
shall be aml'ated with the same political

party;

(B) two appointed by the President of the
Senate: Provided, That such appointees shall
not be afiliated with the same political
party;
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(C) two appointed by the Bpeaker of the
House of Representatives: Provided, That
such appointees shall not be aMiiated with
the same political party; and

(D) two appointed by the Chief Justice
of the United States: Provided, That such ap-
pointess shall not be aMilated with the same
politioal party,

(2) The Commission shall elect & Chair-
man and a Vice Chairman from among its
members. The Chiairman and the Vice Chalr-

man shall not he amMllated wich the same
political party. The Vies Chatrman shall act
as Chairman in the absence or disability of
the Chairman.

(3) The terms of office of persons firt
aAppointed as members of the Commission
shall be for the period of the 1979 calander
year.

t4) After the close of the 1979 calendar
year, persons shall be appcinted as mem-
bers of the Commission with respect to the
1983 calendar year. The terms of ofMce of
bersons so appointed shall be for the pering
of the 1983 calendar year.

t5) A vacaney in tne membership ¢f the
Commisston shall be filled In the mwanner
in which the original appotntment was made,

(6) Each member of the Commission shall
be paid at the rate of 8100 for each day
surh member ig ehgaged upon the work of
the Commission. and shaill be allowed travel
expenses, including a per diem allowance,
in accordance with seciion 5703(b) of title
5 of the United States Code, when engaged
h; performance o’ serviceg foy the Commis-
sion.

(c) (1) Without regard to the provislons of
title 5 of the United States Code, govermng
appointments in the competitive service, and
the provisions of chapter 51 and subchapter
IIl of chapter 83 of such title, relating o
Classification and Geueral Schedule pav
rates, and on a temporary basis for periods
covering all ar. part of any ecalendar veur
referred to {n subsection (b) of this section

(A) the Commission shall appoint an
Executive Director and Geuneral Couusel and
fix their basic pay at the rete provided for
level V of the Executive Scheduic by :ectton
5316 of title § of the United States Code.
and

(B) with the approval of the Commis-
sion, the Executive Director is authurized to
Appoint and fix the basic pay (at respective
Tates not in excess of the maxiruum rate
of the General Schedule In section 5332 of
title 5 of the United States Code) of such
additional personne! aa may be necessary to
CAITy out the function ot the Commission

(2) Upon the request of the Commnussion,
the head of any department, agency. or estab-
lishment of any branch of the Federa! Gov-
ernment i{s authorized to detall, on a reim-
bursable basia, for periods covering ali or past
of any calendar year referred to in subsection
(b) of thia mection. any personnel of such
department. agen v, or establishmernt 1n
earrying out its fui ctions.

(d) The Commission may use the United
Statas malls In the sanie manner and upon
the same conditiona as other departments
and agencier of the United States.

(e} The Admintet-atnr of General Services
shall provide administrative suppnrt services
for the C ‘mmiarion on a reimburaable bania
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(1) ‘The Commisston shall conduct, {n each
of the ve enlendar years referred to
in solsection (B) of this seclion, s review
of—

(1) the effectiveness in avoidiag conflicts
of intevest and the eficiency of the opesation
of the financial disclosure syetem established
»y thie titie, and a summary of actions taken
under Section 307 for—

(A) Members of Congress, Congressional
candidates, legisiative branch employees;

(B) the Judiciary, and

(C) executive braucn officlals and em-
pioyees,

(2) the effectiveness and trequency of use
of remedies for conflicts of interest, includ-
ing but not limited to, diverstiture and dis-
qualification and blind trysts;

(3) the effectivensss of th¢ enforcement
systems established to Insure compliance
with financial diselosure snd other
ments designed to minimise conflicts of
interest.

(4) the effectiveness of pest-employment
restrictions established by this titie In elim-
inating the i e of personnel be-
tweon government and industry, sund whether
the preemploymant repcrting requirements
established by this title reveal any neoed for
additional legistation to avoid conflicts of
_Interest arising from previous vmployment.

(5) any other matters relating to the
financinl confitets of interest of public of-
ficlals.

(g) The Commission shall submit to the
Prestdent of the United States, the President
of the Senate, the Speaker of the House of
Representatives and the Chief Justice of the
United States a report of the results of each
review conducted by the Commission under
subsection (f) of this section, together with
113 recommandations. Bach such report shall
be submitted not later than January 1 next
foilowing the close of any calendar year in
which the review is conducted by the Com-
nission

DEFINITIONS

Src. 309. As used in this titke—

(1) the term ‘''agency’ means esach au-
thority of the Government of the United
States:

(1) thre term “‘eandidate” has the mean-
ing set forth ia sectien 301 of the Federal
Blection Campaign Act of 1971 (2 USC.
431).

(3) the term “‘commodity future’’ means
commodity future as defined in section 2 and
8 of the Commodity Bxchange Act, as
amended (7TU.8.C, 2and B):

(4) the term “Comptroller General” meaans
the Comptroller General of the United
States;

{5) the term “dependent’’ has the mean-
ing set forth in seetion 152 of tho Internal
Nevenue Code of 1054;

(8) the term “earned ineome’ mMeADs anyv
tncome earoed by sa individaat which is

on recetved as & resuit of personal
services actually renviared;

(7) the term “employee’ inciudes any em-
ployee dmxignated under section 2105 of title
6. Unitasd States Cods, snd any smpioyee of
the United States Postal Servine or of the
Postal Bats Cammjmsion;
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(8) she term “giIt’ MAGAS & pOyment, sub-
ferbenranes,

soription, advanos, rendering, or
deposit of memey, ssrvices, ar anything of
velue, 1 luding food, ledging, transporta-

tion, 0 .atertainment, and reimbursement
for other than NEOMBAry expetsss, uUnless
consideration of equal or gesier value is
received, dut doas not include (A) A political
contribution otherwise reported as required
by law, (B) & loan made {n a commetcially
reasonable mwnner (including requirements
that the loan be repaid and that & "easOas-
bls rate of interest be paid, (C) s bequest,
inheritance, or other transter at death, or
(D) anything of vaiue given to & spouse or

- dependent of a reporting individual by the

employer 7f such spouss or dependent In
recagunition of the service provided by such
spouse or deperdent;

(9) the tevm "income’’ means gross income
as defined In section 61 of the Internal Reve-
nue Cods of 1084;

(10) the term “Member of Congress’
means & Senator. & Represantative, a Resi-
dent Commisaioner, or & Deleguce;

(11) the term *“‘officer” includes any officer
desigmated under secilon 2104 of title 5, Unit-
ed States Code, and any officnr of the United
States Postal Service or of the I'ostal Rate
Oommission;

(12) the term ‘“officer or employes of the
Senate ar the House of Repreasntatives’ in-
cludes say individual whose mlary is dis-
buresd by the SBecretery of the Senate or the
Clerk of the HMowse of Representatives except
the Vice President

(13) the term “Presidential nominee”
means an individual appointed by the Fresi-
dent to an office for which confirmation, by

and with the advice and conssnt of the
Benate, is required, or aiz individual nomi-
nated by the Presidant to serve as Vice Preai-
dent pursuant to the twenty-fifth article of
amendment {0 the Constitution of the United
States;

(14) ths term “relative” means, with re-
spect t0 & person reguired to file a report
under this rule, an individual who ia related
to tiue person as father, mother, son, daugh-
ter. brother, sister, uncle, aunt, great uncle,
great aunt, Arst coualn, nephew, niece, hus-
band, wife, grsundfather, grandmother, grand-
son, granddaughter, father-in-law, mother-
in-law, son-in-lnw, daughter-in-law, brother-
in-law, sister-in-law, stepfather, stepmother,
stepson, stepdaughter, stepbrother, stepsister,
half brothar, balf sister, Anancé, inancée, or
who is the grandfather or grandmother of
the spouse of the person reporting:

(15) the term “security” has the meaning
set forth in section 2 of the Becurities Act
of 1y33, as amended (15 U.8.C. 7T7b);

(16) the term “transactions in securities
and commodities futures’” means any acquisi-
tion, transfer, or other disposition Involving
any secrrity or commodity future;

\17) the term “uniformed servioes'’ means
any of the Armed PFurces, the commissioned
corye of the Public Health Service, or the
commissionsd corps of the Nationa! Ocesnic
and Atmospheric Administration.

APPLICABILITY TO PER DIEM BMPLOYERS

8zc. 310. Notwithstanding any other pro-
vision of ihis title, in exceptional circum-
sances, the supervising ethics office of &n
individual who is an smplioyes hired on a per
diem baals or & consultant retained on & cog-
tractual basis, may waive the applicability
©f the provisions of this title to such indi-
vidual, except section 307.
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SRPARABILITY

8gc, 811. If any part of this title is held in-
valid, the remainder of the titls shall not bs
affected thersby. If any provision of any part
of this title, or the application thereof to any
pareon or circumstancs, is neld invalid, the
provisions of other parts and their applica-
$ion to other persons or circumstances shall
not be affected thereby, ,

AUTHORIZATION OF APPROPRIATIONS

8xc. 313. There are authorized to be appro-
priated such sums as may be necessary to
CArry out the provisions of this :ifle.
EYFICTIVE DAT:

Sxc. 313. This title shall take effect on
January 1, 1878, and the firat reports under
Section 301(sa) shall be filed on or before
May 15, 1978, and shall only include the
information required by paragraphs (e), (1),
). (1), (x), and (1) of section 302 as of
January 1, 1978.

TITLE IV—OFFICE OF GOVERNMENT

ETHICS
OFFICE OF GOVERNMINT ETHICS

8xc. 401. (a) There ia established in the
Onited States Civil Service Commission
(berelnatter referred to &s the “‘Commils-
sion”) sn office to be known as the Ofice of
QGovernment Ethics (hereinafter referred to
a8 the “Office”).

(b) There shall be at the head of the
Office a Director (hereinafter referred to a8
the “Director”), who shall be appointed by
the President, by and with the advice and
ooncent of the Senate.

AUTMORITY AND FUNCTIONS

8ac. 403. (s) The Director ahall provide,
under the general supervision of the Com-
mission, overall direction of executive branch
policles related to preventing confiicts of
interest on the part of offcers and em-
ployess of any executive agency, as defined
n section 100 of title 5, United States Oodle,

responasi o8 of e Director
ahall include—

(1) doveloping atd recommending o the
Commimion, in consultation with the Attor-
ney Genersl, rules and regulations to be
promulgzted by the President o the Com-
misston ing to conflicts of interest
and ethios In the exscutive branch, including
rules 6od reguistions establishing proce-
dures for the flling, review, and public avall-
ability of tinancial statemeuts filed by of-
oers and employees in the executive hranch
88 required by title III of this Act:

(2) developing and recommending to the
Commisston, in consultation with the At-
torney General, rules and regulations tc be
promulgated by the President or the Com-
mistlon pertatning to the tdentification and
resolution of conflicts of intervet:

(3) monitoring and investigation compli-
ance with the public financial disclosure re-
quirements of title ITI of this Act by officers
and employees of the execuiive branch and
eXxecuti e agency officials responsible for re-
celving, reviewing, and making avallable
such statements;

(4) eatabllahing s ayatem whereby each

ial disclosure statement filed, whether
public or confideniial, is promptly reviewed
by the Director. su ethics counselor, or a
reviewing official wundar the supervision
thereo!, snd that the individual oonducting
the review signs and dates the financial dis-
closure statement and indicates on the
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. atatement that it has been reviewed =nd

that no conflicts exiat or Indicates ** . action
taken to eliminate any conflicts which do
exiat;

(8) oonducting the random audits re-
quired by title III of this Act of Anancial
disclosure statementa to Jetermine whether
such statements are complete and accurate,

(6) oconducting a rendom annual! roview
of not less than five par centum of the N-
nancial statementa filed by oficers and em-

in the executive branch as required
by $itle III of this Act to determine whether
duch statementa reveal possible violations of
applicable conflict of {ntersst laws or ~egu-
lations and renommending sppropriate ac-
tion to correct any confiict of interest or
ethical probiems revealed by such review:

{7) monitoring and investigating individ-
usl and agency compliance with any addi-
tional financlal rerortin, and Internal re-
view requirements established hy law for the
executive branch;

(8) interpreting rules and regilations is-
sued by the President or the Commission
governing conflict of interest and ethical
problems and the filing of financtal state-
ments:

(9) conaulting, when requested, with
agency ethics counselors and other responsi-
ble officials regarding tbe resolution of con-
fiict of interest problems (n {ndividual cases;

(10) establishing a formal advisory opin-
10n service whereby advisory opiniona which
the Director renders on matters of general
applicability or on important matters ot first
impression are rendered after. to the extsnt
practicable, providing interested parties with
an opportunity to transmit written com-
mentn to the Director with respect to the re-
quest for such advisory opinion, and where-
by such acdvisory opinions are compiled. pub-
lished, and made avallable to sgency sthice
counselors and the public:

(11) ordering corrective action on the part
of agencien and employees which the Direc-
tor deems necewsary.

(12) requiring such reports from execu-

tive agencies as the Director deems neces-
My,
(13) assisting the Attorney General in
svaluating the effectiveness of the conflict of
jnterest laws and in recommending sppro-
priats leglalative ection:

(14) evaluating with the amiatance of the
Atsorney CGeneral, the noed far changes in
rules and regulations sued by the Convmis-
sion and ths agencies regarding conflict of

foterest and ethical problems. with a view
toward making such rules and regulstions
consistent with and w.n effective supplement
to the conflict of interest laws;

(18) cooperating with the Attorney QGen-
eral in developing an effective system for re-
porting allegations of violations of oonfiict
of interest laws to the Attorney General, as
Tequired by section 535 of title 28, United
Buates Code;

(14} providing 5iformation on and pro-
mot.ag understanding of ethicel standards
in executive agencies;

(17) reporting to the Commissiol. recom-
mendations wnich shall be submitted to the
Oongress no later than Februa.y 1. 1879, as
to which additions! executive branch em-
ployees, if any, should be covered by the re-
quirements for public financial disoolsure
and a report on which executive branch of-
ficials are required to fNie confidential finan-
cial disclosure statementz under any Execu-
tive opder, rules, or regulations; and
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{18) reporting to the Commrission. which
report shall be submitted to the President
shd the Congress At lesst annually, on the
activities of the Ofhoe and the afectivaness
of the exscutive branch system for the pre-
vention of conflicts of interest, with recom-
mendations for changes or additions to ap-
plicable laws as necessary. Such report shall
fnclude the number of financial disclosure
statemsnts annually audited by the Office
pursuant to title ITI of this Act.

(c) In the development of policies, rules,
regulstions, procedures, and forms to he rec-
ommended, authoriged, or prescribed by him.
the Director shall consult, when appropriate,
with the exscutive agencivs affegted and the
Attorney Qeneral.

ADMINISTRATIVE PROVIEIONS

Sec. 403. (a) Upon the request of the
Director. each executive agency is directed
to—

(1) make ita services, personnel, and facili-
ties avallable to the Director to the mc
practicable extent for the performanye of
functions under this Act; and

{2) except when prohibited by law, furnish
to the Director all information and records
in its possession which the Director may de-
tormine 10 be necessary for the performance
of his duties,

(b) Bection 5316 of title 5, United States
Code, umwmmgn the end there-
of the fo!

*(141) mnctor. Office of QGovernment
Ethics, Civil Service Commiasion’.

ATUTHORIBATION OF APPROPRIATIONS

Szc. 404. There are authorised to be ap-
propriated to carry out the provisions of
this title—

(1) not to exceed $3,000,000 for the fiscal
year ending September 30, 1978

(2) not to exceed $3,000,000 for each of
the fiscal years 1979, 1980, 1981, and 1982.

SEPARABILITY

8zc. 405. If any part of this title is held
invalid, the rensinder of the titie shall not
be affected theredy. If any provision of any
part of this title, or the application thereof
0 acy person or circumstance, is held in-
valid, the provisions of other parts and their
application to other persons or circumstances
shall not be affected theredy.
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REPORTS ISSUED ON AGENCIES'

FINANCIAL DISCLOSURE SYSTEMS

Agency

Feaeral Power Commission

U.S. Geological Survey

Civil Aeronautics Boara

Feaeral Maritime Commission

U.S. Railway Association

Oepartment of the Interior

Food and Drug Administration

U.5. Geological Survey
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Repor: title, number,
and_lssue_ date

Need for Improving the Regula-
tion of the Natural Gas Indus-
try and Management of Internal
Operations, B-18u228, 9/13/74.

Effectiveness of the Financial

Disclosure System for Employees
of the U.S. Geological Survey,

FPCD~-75-131, 3/3/75.

Effectiveness of the Financial
Disclosure System for Civil
Aeronautics Board Employees
Needs Improvement, FPCD-76-6,
5/16/75.

Improvements Needed in the
Federal Maritime Commission's
Financial Disclosure System
for Employees, reC.-76-16,
lu/22/75.

Improvements Needed in Procure-
ment and Financial Disclosure
Activities of the U.S. Railway
Association, "RED-76-41, 11/5/75.

Department of the Interior Im-
proves Its Financial Disclosure
System for Employees, FPCD-75-
167, 12/2/75. -

financial Disclosure System for
Employecs of the Fooa and Drug
Administration Needs Tightening,
FPCD~76-21, 1/19/76.

Letter report to Congressman
John Moss on U.S. Geological
Survey Employees' Divestiture,
FPCD-76-37, 2/2/176.



APPENDIX IV

APPENDIX 1V

REPORTS ISSUED 2N AGENCIES' FINANCIAL

DISCLOSURE SYSTEMS

Agency

Inter-American Foundation

Federal Aviation

Administration

Department of Commerce

Small Business Administiation

Export-Import Bank

Federal Communications

Commission

Tennessee Valley Authority

Food and Drug Administration
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Report title, number,
and issue date

Inter-American Foundation's
Financial Disclosure System for
Employees and Its Procurement
Practices, ID-76-69, 6/30/76.

Problems With the Financial
Disclosure System, Federal
Aviation Administration.
FPCD~-76-50, 8/4/76.

Problems Found in the Financial
Disclosure System for Depart-
ment of Commerce Employees,
£PCb~-76-55, 8/10/76.

Management Control Functiocns
of the Small Business Admin-
istration--Improvements Ace
Needed, GGD-76-74, 8/23/76.

Export-Import Bank's Financial
Disclosure System for Employees
and Its Procurement Practice,
ID~-76-81, 10/4/76.

Actions Needed To Improve the
Federal Communications Commis-
sion Financial Disclosure Sys-
tem, FPCD-76-51, 12/21/76.

Tennessee Valley Authority:
Information on Certain Con-
tracting and Personnel Manage-
ment Activities, CED-77-4,
12/29/76.

The Food and Drug Administra-
tion's Financial Disclosure
System for Special Government
Employees: Prcgress and Prob-
lems, FPCD-76-99, 1/24/77.
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Agency

Energy Research and Develop-
ment Administration

Department of Agriculture

The White House

Office of the »cmptroller
of the Currency

The Federal Deposit
Insurance Corporation
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Report title, number,
and issue date -

An Improved Financial Disclo-
sure System, FPCD-77-14,
1/26/77.

Financial Disclosure System
for Department of Agriculture
Employees Needs Strengthening,
FPCD-77-17, 1/31/77.

Action Needed To Make the
Executive Branch Financial
Disclosure System Effectxve.
FPCD-77-23, 2/28/77.

Financial Dlsclosure Systems
in Banking Regulatory Agencies,
FPCD-77-29, 3/23/77.

The Federal Deposit Insurance
Corporation's Financial Dis-
closiire Regulations Should

Be Inproved, FPCD-77-49,
6/1/117.
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PRINCIPAL CIVIL SERVICE COMMISSION OFFICIALS

Tenure of office

From To

COMMISSIONER:

Alan K, Campbell, Chairman May 1977 Present

Jule M. Sugarman, Vice Chairman June 1977 Present

Ersa H. Poston, Commissioner June 1977 Present

Robert E. Hampton. Chairman Jan. 1969 Dec. 1976

Georgiana H. Sheldon,

(acting Chairman) Dec. 1976 May 1977

L. J. Andolsek, Cormmissioner Apr. 1963 May 1977
EXECUTIVE DIRECTOR:

Raymond Jacobson July 1975 Present

Bernard Rosen June 1971 June 1975
GENERAL COUNSEL:

Carl Goodman Aug. 1975 Present

Anthony Mondello Apr. 1968 July 1975
ETHICS COUNSELOR:

David Reich Jan. 1975 Present
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