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Executive Summary

P\H‘pOSG Concerned about public confidence in government, Congress passed the

Ethics in Government Act of 1978 to promote financial accountability
among high-level officials in all three branches of the federal govern-
ment. Title I of the act requires public financial disclosure by Members
of Congress, other legislative branch officials, and congressional candi-
dates. (See p. 10.)

The act requires GAO to determine whether Title I has been implemented
effectively and whether timely and accurate reports have been filed.
GAO reviewed the financial disclosure systems established by the House
and Senate and determined

» whether individuals required to file reports under Title I did so by the
dates due and, if not, whether follow-up steps were taken to obtain
overdue reports;

« whether the reports filed were reviewed to ensure that they were filled
out properly and, if in error, whether timely corrections were made;

« whether the reports were made available to the public in accordance
with the act; and

+ the status of recommendations made in its 1981 report on Title I
implementation.

GAO focused on the procedures used by the House and Senate Ethics
Committees to determine the proper form and completeness of filers’
public statements. GAO tested these procedures by reviewing selected
filers’ statements to determine if apparent omissions and inaccuracies
had been detected. Neither GAO nor the Committee staffs audited Mem-
bers’ disclosure reports. Under the law, neither GAO nor the Committee
staffs have access to documents, such as bank statements and tax
records, that would be necessary to identify omissions or inaccuracies
that would not be readily apparent, such as holdings or transactions )
that might not have been reported at all. Disclosure report filers have
the responsibility under the statute to report accurately. (See pp. 13 to
15.)

_
; Individuals required to file reports under Title I are Members of Con-
Ba?kground gress, legislative agency and congressional employees paid at or above
; the General Schedule (GS)-16 level who are employed for more than 60
days in a calendar year, certain other designated congressional employ-
ees, and candidates for Congress. The reports must disclose income,
assets, liabilities, and other financial information that is prescribed in
the act.
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Executive Summary

May 15 is the annual due date for reports required of Members, congres-
sional employees, and legislative agency employees unless an extension
is granted. Due dates vary for reports of candidates and new employees.

The House Committee on Standards of Official Conduct and Senate
Select Committee on Ethics (the Ethics Committees) have separate
financial disclosure systems. The Clerk of the House, Secretary of the
Senate, and the various legislative branch agencies assist the Ethics
Committees in identifying individuals required to file. The Ethics Com-
mittees render advisory opinions interpreting Title I, review the reports,
and as needed, request corrections. The reports must be made available
to the public within 15 days after they are filed.

Individuals who fail to file reports as required by Title I are subject to a
civil penalty not to exceed $5,000, which is enforced by the Attorney
General of the United States in a civil action.

GAO’s last review of the financial disclosure systems in 1981 showed
that Title I was not being effectively implemented. GAO reported over 20
recommendations or matters for congressional consideration to improve
the systems. (See p. 12.)

Results in Brief

Since 1981, the House and Senate have made substantial progress in
improving their financial disclosure systems. Various steps have been
taken to detect and reduce reporting errors and to improve follow-up
when reports are overdue. Clarified forms and instructions have been
issued, and report review checklists have been developed. As a result,
between 1981 and 1987, filing compliance improved overall.

Candidate filing, while better than in 1980, remains a problem. The Eth-
ics Act defines candidates as persons, other than current Members, who
sought to be elected to Congress. About one-half of the candidates for
the House and Senate either filed late or not at all in 1986. Earlier identi-
fication of candidates by the House and Senate and better follow-up by
the House of delinquent reports, including referrals to the Attorney Gen-
eral when appropriate, could enhance filing compliance among
candidates.

Disclosure systems could be further enhanced by improving procedures
for reviewing requested report corrections.
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Executive Summary 4

Principal Findings

Filing Compliance Has
Improved

The House and Senate have procedures for notifying required filers to
file reports by the dates due. Filing compliance improved since GAO’s last
report to the point that there was no nonfiling by Members, congres-
sional employees, and legislative agency employees in 1987. Some
employees filed late, however. (See p. 16.)

Twenty-five of 44 Senate employees hired in 1987 filed late, in part
because they did not receive notice of the requirement to file at the time
of their appointments. The House Ethics Committee did not require
reports from those employees who were employed at or above the Gs-16
rate for more than 60 days during the previous calendar year, but who
were not being compensated at the Gs-16 rate as of the May 15 filing
date. As a result, some employees who held positions that could have
allowed them to influence legislation did not have to file public disclo-
sure reports. The House Committee’s position is consistent with the act.
However, the act does not preempt the Committee from requiring these
employees to file reports. The Senate Ethics Committee requires Senate
employees in such situations to file. (See pp. 18 and 19.)

Procedures for getting reports on time were less effective for candidates
than for other filers. Overall, 37 percent of about 800 House and Senate
candidates GAO reviewed filed late in 1986. Another 125 candidates (16
percent) did not file at all. Untimely identification by the House and
Senate of candidates as required filers contributed to the late filings.
The definition of a candidate differs between the Ethics in Government
Act and the Federal Election Campaign Act, creating difficulties in iden-
tifying candidates. Closer coordination with state election offices to
identify candidates and notify them of filing requirements could
improve candidates’ filing compliance. (See pp. 22 and 23.)

More aggressive follow-up could also improve candidate compliance.
House procedures for pursuing each candidate who did not file a report
ended with two letters and a phone call advising candidates to file. Cur-
rently, there are no House procedures for referring nonfiling candidates
to the Justice Department, and consequently none have been referred.
The House Committee pointed out that civil actions may be brought
against nonfilers by the Attorney General without separate House
action. (See pp. 24 and 25.)
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Senate procedures included four written notices and a phone call. Unlike
the House Ethics Committee, the Senate Ethics Committee did refer
nonfilers to the Attorney General. For example, the Senate committee
referred 10 candidates to the Attorney General for nonfiling in 1986.
Justice located five nonfilers that the Committee could not locate, took
civil action against one nonfiler, was considering civil action against two
others, and decided further efforts to pursue the remaining two were
not warranted. (See pp. 25 and 26.)

Procedures Enhanced to
Detect Errors

Both House and Senate Ethics Committees have improved their report
review procedures but can further improve procedures for handling
report corrections. '

Since GAO’s last report, both the House and Senate Ethics Committees
have implemented a checklist review of reports to detect errors and
omissions, identified which types of errors posed the biggest problems,
and revised report forms to improve disclosure. The House had arranged
for accounting professionals to be temporarily assigned to review
reports because of the large number of reports it must handle, as com-
pared to the Senate. (See pp. 30 to 32.)

The House and Senate procedures for reviewing reports for proper form
and completeness were effective in detecting apparent errors obvious
from the forms. GAO reviewed a sample of reports filed by 28 Represent-
atives and 19 Senators in 1987 that the Ethics Committee staff had pre-
viously reviewed and agreed in each instance with Senate and House
staffs’ findings. Among the apparent errors detected by House staff
were 12 reports that did not disclose some holdings, 7 that did not
clearly disclose the source of income, and 4 that reported income exceed-
ing honoraria limitations. The Senate Committee staff found that 10
reports did not disclose income amounts and 10 did not disclose hold-
ings. (See p. 31.)

House Ethics Committee Staff did not review corrections that had been
requested for reports filed with the House. The Committee said that
after it questions items in the reports, it is the filers’ obligation to
explain or revise the report. Gao reviewed 34 House Members’ correction
requests and found that 3 of the 34 reports involved had not been cor-
rected or explained as requested. Two reports did not adequately dis-
close information on trips for which Members were reimbursed. The
other report had errors, such as failure to disclose the source of rental
income and the disposition of holdings. (See p. 35.)
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In contrast, the Senate Ethics Committee reviewed corrections. Correc-
tions had been made for 35 Senate reports that the Committee found in
nvwenar and thaot an varriarmgnd LTAacornera thn MNavarmmittan’o muvnandisvacn Ffar
ClLiVUlL aliu bllab UAU ICTVICVYWCU. .lI.UVVCVCI bll\: UUllulllbbt:C o pl ULUU.UJ T 1UI
monitoring amendments did not always ensure timely corrections. Con-
sequently, some corrections were not approved for 2 to 3 months after

the original filing. (See p. 34.)

Reports Made Available to
Public as Required

After receiving the public disclosure reports, the Clerk of the House and
Secretary of the Senate make them available to the Ethics Committees
within 7 days and to the public within 15 days in accordance with the
act. However, when reports first become available to the public, it is not
always made clear in a general notice or in specific comments concerning
individual reports that the reports are subject to change as a result of
the Committees’ reviews. The House does some review of reports before
releasing them, but the Senate does not. According to the Secretary of
the Senate staff, they notify persons requesting large orders of reports
that they may be amended. The House does not do this. Because both
the House and Senate may receive corrections, the public could benefit
from knowing that the reports are being reviewed and are subject to
change. (See pp. 38 and 39.)

_
Recommendations

GAO is making recommendations designed to

improve filing compliance among certain Senate, House, and legislative
agency employees;

deal with the late filing and nonfiling among candidates;

strengthen review and follow-up procedures; and

make the public aware that reports are under review and subject to
change. (See pp. 27 and 41.)

Ethics Committees’
Comments

The House and Senate Ethics Committees as well as Clerk of the House
and Secretary of the Senate officials provided comments on a draft of
this report, which GAO incorporated where appropriate. The Senate Eth-
ics Committee officials agreed with the thrust of GAO’s recommenda-
tions. The House Ethics Committee generally chose not to comment on
GAO's proposed recommendations until after the final report is issued.
(See p. 28.)
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Chapter 1

Introduction

Who Must File
Financial Disclosure
Reports, and When
Are They Due?

The Ethics in Government Act of 1978 (Public Law 95-521) was enacted
in part to require public financial disclosure by Members of Congress
and other high-level officials in all three branches of government. One
objective of the legislation was to promote financial accountability and
public confidence in government officials by publicizing information on
officials’ financial interests and outside business and professional
activities.

Title I of the act requires public financial disclosure in the legislative
branch and specifies who must file and by what dates, what information
is to be reported, who is to receive and review the reports, and how
public access to the reports is to be provided.

Financial disclosure in the legislative branch, as well as the executive
branch, involves the filing and review of either public or confidential
financial disclosure reports. While at least one legislative agency has
both public and confidential financial disclosure systems, Title I of the
act establishes requirements for public financial disclosure only—the
subject of this report.

Members of Congress, some of their employees, certain employees of leg-
islative agencies, and candidates for congressional office are required by
Title I of the act to file public financial disclosure reports. A Member
must file if he or she is in office on May 15 of any year. The reporting
period covers the previous calendar year. For example, if a Member is in
office May 15, 1989, he or she is required to file a financial disclosure
report by May 15, 1989, covering the 1988 calendar year.

Officers or employees of the House and Senate or of a legislative branch
agency are required by the act to file if they are compensated at the
basic rate of pay equal to or more than that in effect for a grade Gs-16
($64,397 per annum as of January 1988). They must also work for more
than 60 days in any 1 calendar year and have been employed as such
officers or employees on May 15 of the following calendar year. Having
met these requirements, they must file by May 15 of the filing year for
the prior calendar year.

The legislative history of the Ethics Act indicates that the Gs-16 level
was selected as the filing criterion because Congress felt that it was at
this level that individuals could influence the legislative process. When a
Member does not have an employee compensated at the Gs-16 rate or
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above, that Member must designate at least one staff member as a prin-
cipal assistant to file a disclosure report. The principal assistant must
perform the duties of his or her position or office for more than 60 days
in a calendar year and must file a report if he or she is, or will be, a
principal assistant on May 15 of the following year.

New employees who expect to work more than 60 days in a calendar
year and who are compensated at or in excess of the Gs-16 rate must file
an abbreviated report within 30 days after assuming their positions if
they (1) were not employed in the legislative branch immediately before
assuming the position or (2) did not hold a legislative branch position
covered by the law within the preceding 30 days. Experts, consultants,
or other employees hired on a temporary or part-time basis are also sub-
Ject to the filing requirements if they work for more than 60 days in a
calendar year and their compensation rate is at the Gs-16 level or above,
However, the filing requirements may be waived under certain
conditions.

A candidate for Congress must file within 30 days of becoming a candi-
date, or by May 15, whichever is later. In no case, however, may a can-
didate file later than 7 days before an election, including a primary
election.

The act permits reasonable extensions of time for filing of any report.
However, the extensions may not result in a Member or candidate filing
a report later than 7 days before an election involving the Member or
candidate. Also, the act provides that if the due date for a report falls on
a weekend or holiday, the report may be filed the next business day.
House and Senate filing instructions say that a report is filed on time if
it is received or postmarked on or before the due date.

The act does not provide penalties for filing late but provides for the
imposition of civil penalties for nonfiling. The Attorney General may
bring a civil action against any individual who knowingly and willfully
falsifies or fails to file a report. The courts may assess a civil penalty of
up to $5,000. In addition, any filer who knowingly and willfully falsifies
a report is subject to criminal prosecution under section 1001 of Title 18
of the United States Code.
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Who Administers the
Financial Disclosure
System?

The Legislative Branch has two separate, but similar, systems for imple-
menting Title I. The House Committee on Standards of Official Conduct
and the Senate Select Committee on Ethics (referred to as the Ethics
Committees) are responsible for administering and implementing the
two disclosure systems. The Committees’ responsibilities include

identifying certain required filers,

assuring that financial reports are filed on time,

rendering advisory opinions interpreting the act,

reviewing reports to ensure proper form and completeness, and
requesting report corrections when errors are found.

The Office of Records and Registration (ORR), located in the Office of the
Clerk of the House, is responsible for identifying for the House Ethics
Committee those House employees and candidates required by the act to
file public financial disclosure reports. The Senate Disbursing Office and
the Office of Public Records (OPR), both located in the Office of the Sec-
retary of the Senate, are responsible for assisting the Senate Ethics Com-
mittee in identifying Senate employees and candidates who are required
to file. ORR and OPR are also responsible for receiving reports and making
them available to the public.

Legislative agencies are responsible for identifying employees in their
respective agencies who must file reports with orr and opr. The act pro-
vides whether agency employees are to file with the House or Senate.
Reports filed by employees of the Architect of the Capitol, Botanic Gar-
dens, Congressional Budget Office, Government Printing Office, and
Library of Congress must be filed with ORR. GAQ, the Office of Technol-
ogy Assessment, the National Commission on Air Quality, and the Office
of the Attending Physician employees must file reports with OPR. The
reports filed by legislative agency employees are to be reviewed by the
respective House and Senate Ethics Committees.

Prior GAO Report

We issued our first report on the legislative branch’s financial disclosure
systems in 1981.! We concluded that Title I of the act was not being
effectively implemented. We made 16 recommendations to the Chairmen
of the Senate and House Ethics Committees and identified 8 matters for
consideration by Congress to improve the implementation of the finan-
cial disclosure systems.

''The Financial Disclosure Process of the Legislative Branch Can Be Improved (FPCD-81-20, March 4,
1981).
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Introduction

We made this review pursuant to Section 109, Title I, of the Ethics in
Government Act of 1978, which requires that GAO regularly do a study
to determine whether legislative personnel financial disclosure require-
ments were met effectively and whether timely and accurate disclosure
reports were filed. The act states that the Comptroller General’s report
to Congress should contain a detailed statement of findings and conclu-
sions, together with recommendations for such legislative and adminis-
trative actions as he deems appropriate.

Our overall objective was to evaluate the effectiveness of the legislative
financial disclosure process. As part of our evaluation, we assessed
actions taken on the recommendations and other matters discussed in
our 1981 report as they related to objectives and questions addressed in
our current review. Specifically, to satisfy our overall review objective,
we focused our review on the following questions:

Do the procedures and controls in use assure that all individuals who
must file financial disclosure reports are identified and appropriately
notified?

Did all individuals required to file submit financial disclosure reports by
the due dates, and, if not, was appropriate follow-up action taken?

Were the financial disclosure reports reviewed to ensure that they were
in proper form and were complete?

Were the financial disclosure reports and related information made
available to the public as the act requires?

To understand the legislative financial disclosure process, we did the
following;:

We reviewed Title [ of the act, the legislative history, and the Ethics
Committees’ policies and operating instructions that address the respon-
sibilities of filers and managers of the disclosure process.

We reviewed our prior report addressing the disclosure process and Eth-
ics Committees’ internal reports concerning systems for reviewing finan-
cial disclosure reports and the need for improvements.

We interviewed officials of the House Ethics Committee and Clerk’s
offices, the Senate Ethics Committee and Secretary’s offices, and legisla-
tive branch agencies to obtain their perspectives on implementation of
the financial disclosure process.

We reviewed disclosure reports and related procedures that indicated
how filers were identified and how reports were processed, reviewed,
and made available to the public.
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We determined whether reports were filed on time by examining records
indicating when reports were postmarked or received by the House and
Senate and then comparing those dates to report due dates prescribed in
the act. We looked at the entire universe of reports filed in 1987 for
Members, congressional employees, legislative agency employees, and
first-time Senate candidates. We looked at a sample of reports filed by
first-time House candidates in 1986. The universe of first-time candidate
filers was 640. We chose one in every five candidates to comprise our
sample, We reviewed and tested the Ethics Committees’ follow-up proce-
dures and actions for obtaining reports that were not filed on time and
for referring individuals who failed to file to the Attorney General.

We evaluated procedures, including recently revised checklists, for
reviewing reports to ensure proper form and completeness by analyzing
samples of House and Senate reports. We reviewed a sample of 51 House
reports with amendments, selected from the universe of 168 such disclo-
sure reports filed by Representatives in 1987. We reviewed all 40 Sena-
tors’ reports that had amendments in 1987. Using the 51 House and 40
Senate reports, we did various tests of the Ethics Committees’ proce-
dures. As indicated in the report, the number of reports used in these
tests varied for certain reasons, such as the files did not contain the
information necessary for a test, and time constraints did not permit a
test to be done for all 51 House or 40 Senate reports.

We selected Members’ reports for review because congressional staff
who received filers’ reports and made them publicly available said that
the greatest public interest is in the Members’ reports. By examining
internal congressional documents assessing the extent that errors were
detected, we obtained information on whether filers other than Members
properly completed reports. We had opr and ORR officials explain the
procedures they use to make disclosure reports publicly available. Addi-
tionally, these officials and Ethics Committee staffs explained their pro-
cedures and practices for identifying required filers, reviewing reports,
and following up with filers to obtain reports.

Our work generally covered the House of Representatives and Senate
disclosure activities for the 1987 filing year requirements—that is,
reports filed in 1987 for calendar year 1986. We evaluated candidates’
reports filed in 1986 because 1986 was an election year, and we wanted
to include a filing year that was typical for candidates and completed at
the time of our review.
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We did our work in Washington, D.C., primarily at the Offices of the
House Committee on Standards of Official Conduct and Senate Select
Committee on Ethics, Clerk of the House, and Secretary of the Senate.
We also did work at the Senate Finance Office, the General Accounting
Office, the Library of Congress, and the Federal Election Commission.
We chose GAO and the Library of Congress because they are the two leg-
islative branch agencies having the most employees filing public finan-
cial disclosure reports with the Senate and House, respectively.

We interviewed election officials in the District of Columbia, Maryland,
New York, and California to obtain information on the registration of
candidates for Congress and the coordination between these officials
and the Ethics Committees. We selected the District of Columbia and
Maryland because of their proximity and the other states because they
have large numbers of candidates.

We complied with generally accepted government auditing standards.
We did not validate the lists of required filers. Neither we nor the Com-
mittee staffs audited Members' disclosure reports. Under the law,
neither we nor the Committee staffs have access to documents, such as
bank statements and tax records, that would be necessary to identify
omissions or inaccuracies that would not be readily apparent, such as
holdings or transactions that might not have been reported at all. Disclo-
sure report filers have the responsibility under the statute to report
accurately.

The House Ethics Committee provided formal comments on a draft of

this report. The Senate Ethics Committee and OPR and ORR commented
informally on the draft report.
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Chapter 2

Procedures Have Generally Assured That
Individuals File on Time, But Candidate Filing
Remains a Problem

Procedures Have
Generally Resulted in
Timely Reporting

The House and Senate Ethics Committees have improved procedures for
obtaining financial disclosure reports by the dates required. Overall, fil-
ing compliance improved since our 1981 report to the point that there
was no nonfiling by Members, congressional employees, and legislative
agency employees in 1987. Even so, the filing compliance of congres-
sional candidates continues to be a problem, with fewer than one-half of
the candidates disclosing their financial interests by the required dates
in 1986.

In 1981, we reported that the House and Senate Ethics Committees had
adequate procedures for identifying Members and congressional employ-
ees required to file financial disclosure reports. At that time, however,
many individuals notified to file either failed to file or filed late. We
reported that neither the House nor the Senate Ethics Committee had an
effective follow-up system to correct the problem. In 1980, 948 (29 per-
cent) of the 3,242 individuals required to file reports did so late or not at
all. Also, Members had not always designated principal assistants who
would be required to file in accordance with the act.

The failure to file was particularly apparent among congressional candi-
dates. Of the total 1,124 House and Senate candidates in 1980, 415 (37
percent) of the candidates did not file required reports at all.

Overall, filing compliance improved since our 1981 report to the point
that nonfiling was eliminated for all groups except the candidate group.!
Of the 797 House and Senate candidates we reviewed, 130 (16 percent)
were nonfilers in 1986. In general, the level of compliance continued to
be much lower for candidates than for the other three categories. (See
figure 2.1.)

While filing compliance was generally high for all categories of filers,
except candidates, about one-third of employees who filed late missed
the due date by more than 15 days. (See table 2.1.)

! A House Ethics Committee representative considered a late filer to be any individual who is required
to file a disclosure report but has failed to file by its due date and has not received approval from the
Ethics Committee for a time extension. A nonfiler is an individual who has refused to file or who,
after all atterpts to obtain the report have been exhausted, still has not filed. We used this distinc-
tion between late filing and nonfiling in this report and considered both actions to represent filing
noncompliance.

Page 16 GAO/GGD-89-103 Financial Disclosure



Chapter 2

Procedures Have Generally Assured That
Individuals File on Time, But Candidate
Filing Remains a Problem

Figure 2.1: Timeliness in Filing Financial |-
Disclosure Reports

Percentages

Filing Groups

[:I House

Senate

Note 1: All data, except for candidates, are for filing year 1987 for which reports were due May 15, 1987.
The data for candidates are for various due dates in calendar year 1986.

Note 2: Filing compliance of new employees during calendar year 1987 is not included in this figure.
Such employees are required to file within 30 days of their appointments.
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Procedures Have Generslly Assured That
Individuals File on Time, But Candidate
Filing Remains a Problem

L ]
Table 2.1: Number of Days That Individuals Filed Late and Date That Last Report Was Filed®

Number of days late

Total late 1 2-5 6-15 More than 15 Date of last report
House
Members 4 2 1 1 . Aug. 21, 1987
Congressional employees 58 . 27 8 28 Dec. 21, 1987
Legislative agency employees 14 . 4 3 7 Dec. 16, 1987
Totals 76 2 32 12 .30
Percentages 100 3 42 16 39
Senate
Members 0 . . . . May 15, 1987
Congressional employees 74 5 27 11 3 Oct. 4, 1987
Legislative agency employees 70 15 33 7 15 July 10, 1987
Totals 144 20 60 18 46
Percentages 100 14 41 13 32
8While the due date for all reports was May 15, 1987, we calculated the number of days late from either
May 15 or the date of the latest extension approved by the Ethics Committees.
The House and Senate Ethics Committees’ filing instructions say that
reports are considered to be filed on time if they are postmarked or
received by the reports’ due dates. The House ORR and Senate OPR kept
records of both postmarked and receipt dates. However, both dates were
not included in the various reports used by the House and Senate Ethics
Committees to track filing status. Reports they provided to us included
only receipt dates. Using the underlying records, we compared the
receipt dates or postmark dates, as appropriate, with the due dates for
reports and determined filing timeliness.
Payroll Records Used to The House Office of Records and Registration and the Senate Ethics

Identify Required Filers

Committee use official payroll record data supplied by the House
Finance Office and Senate Disbursing Office, respectively, as a basis for
identifying Members of Congress and congressional employees at or
above the GS-16 level who are required to file. The Committees rely on
the various legislative agencies to furnish information necessary to iden-
tify employees in their agencies who must file. Our review at two agen-
cies, GAO and the Library of Congress, showed that these agencies also
use payroll records to identify individuals required to file.

Using payroll data, the House and Senate as well as the legislative
branch agencies are able to identify Members, employees, consultants,
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Procedures Have Generally Assured That
Individuals File on Time, But Candidate
Filing Remains a Problem

and new employees hired at or above the Gs-16 level required to file. The
use of current payroll data permits prompt notification of individuals
that they are required to file by certain dates. However, as discussed in
more detail later:

Senate employees at the Gs-16 salary level who are required to file
within 30 days of their employment did not always file reports within
the prescribed time; and

House employees whose salaries were at or above the Gs-16 level for
more than 60 days during the prior calendar year, but not as of May 15
of the filing year, did not file.

We also noted that the two legislative agencies did not follow up on late
reports.

Néw Senate Employees
Sometimes Filed Late

In our 1981 report, we said that the House Ethics Committee’s proce-
dures ensured that new employees required to file financial disclosure
reports were properly identified. Conversely, in the same report, we said
that the Senate Ethics Committee had not established a system for iden-
tifying new employees, and neither the Senate Ethics Committee nor the
Senate Disbursing Office were systematically notifying individuals of
their filing obligations. Because of this finding, we reviewed the Senate
Ethics Committee’s current procedures for ensuring that new employees
who must file are identified and that they file reports within the
required 30 days.

The Senate Ethics Committee and Disbursing Office had instituted pro-
cedures for notifying new employees of requirements to file. When a
congressional employee is hired at or above the Gs-16 level, the Senate
Disbursing Office is to identify from its payroll system the name of the
individual and advise the new employee by letter of the requirement to
file a financial disclosure report. A copy of the letter is to be sent to the
Senate Ethics Committee. Procedures require the Committee to notify
employees of the filing requirement about 15 days after their
employment.

However, even though new Senate employees were supposed to be noti-
fied of filing requirements, they often did not file within the required 30
days. Records maintained by the Senate Ethics Committee showed that
of the 44 new Senate employees hired in 1987, 25 (57 percent) did not
file within 30 days after their employment or within approved time
extensions. Delays in notifying the employees of the filing requirement
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contributed to the late filing among new employees. Of the 25 who filed
late, 19 (76 percent) were not notified of the filing requirement until
later than 15 days after their employment. Thus, these employees had
less than 15 days to prepare their reports and get them to the Senate
Ethics Committee within the 30 days allowed. Although they were late
in filing, the 25 new Senate employees did file reports. In filing after
their due dates, 12 employees filed from 1 to 14 days late; 5 filed from
15 to 28 days late; and 8 filed over 4 weeks late, the latest filing 83 days
late.

Other factors, such as the time employees needed to understand and
comply with the filing requirements while also meeting other responsi-
bilities upon assuming a new position, may have contributed to the late
filing. Even so, the data we gathered indicate that prompt notification of
new employees of filing requirements would improve compliance.

Certain GS-16 Salary Level
House Employees Were
Not Required to File

As originally enacted, the Ethics Act required officers and employees of
the legislative branch who were compensated at a rate equal to or
exceeding the annual rate of basic pay for grade Gs-16 and who worked
for more than 60 days in a calendar year to file financial disclosure
reports by May 15 of the following year. The Ethics Act was amended in
1979 to add the requirement that a covered individual need file only “if
such individual is or will be such an officer or employee on such May
16.” In section 101(e) of the act, “officers and employees” are defined as
legislative branch employees who are compensated at a rate equal to, or
in excess of, the annual rate of basic pay in effect for grade Gs-16.

Therefore, the literal terms of the law indicate that an officer or
employee would not have to file a report if he or she is not being com-
pensated at or above the Gs-16 rate on the May 15 filing date, even if the
employee had been compensated at that rate for more then 60 days in
the prior year. However, the law does not preempt the Committee’s
authority to require that these individuals file reports. The legislative
history of the amendment suggests that the provision was intended sim-
ply to clarify the act’s filing requirement to state that only officers and
employees actually serving Congress on May 15 are required to file. In
addition, the legislative history of the original Ethics Act indicates that
the Gs-16 level was chosen to clearly single out for filing purposes those
employees in key positions of influence.

As permitted by the act’s amended filing requirement, the House Ethics
Committee’s position is that an employee compensated at or above the
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GS-16 rate for more than 60 days during a calendar year need not file a
report, unless that individual is compensated at the Gs-16 salary level on
May 15 of the following year. In looking at reports filed by House
employees, we found that 44 (8 percent) of the 564 House GS-16 employ-
ees were not required to file under the House position. Although they
had been compensated at or above the Gs-16 level for more than 60 days
during the 1987 filing year, they were not compensated at that level on
May 15, 1988.

Employees in this situation would not have been required to file a finan-
cial disclosure report even though such employees could have had the
opportunity to influence legislation. We note that the Senate Ethics Com-
mittee imposes filing requirements on all such employees without regard
to whether they continue to be employed at the Gs-16 level on May 15 of
the following year.

Legislative Agencies Did
Not Emphasize Filing
Timeliness or Follow Up
on Overdue Reports

A total of 84 (14 percent) of the 612 employees in the legislative agen-
cies who were required to file with either the House Clerk’s or Senate
Secretary’s offices of public records missed the May 15, 1987, filing date
from 1 day up to several months. At present, legislative agencies do not
have a formal role for following up to ensure that employees file on
time.

Although the Ethics Committees are responsible for administering the
legislative branch financial disclosure system, the legislative agencies
themselves could assist in obtaining required reports on time. For exam-
ple, the agencies could emphasize well before the May 15 or other due
dates the importance of filing on time. Also, while the reports are filed
with the Ethics Committees, a copy is to be provided to a reviewing offi-
cial within the agency. The agencies could check to see that all required
employees have filed on time, and when reports are overdue, the agen-
cies could follow up to obtain them.

Procedures Generally
Did Not Result in
Timely Non-Incumbent
Candidate Filing

While filing compliance by candidates improved between 1980 and

1986, the extent of compliance with the act continued to be lower than
with other groups required to file under Title I, and some candidates did
not file at all in 1986. As indicated in table 2.2, more than one-half of the
candidates for the House and Senate in 1986 we reviewed did not file
reports on required due dates. Of those missing the due dates, 18 per-
cent of the House and 6 percent of the Senate candidates did not file at
all.,
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Table 2.2: Extent of Non-Incumbent
Candidate Filing Noncompliance in 1986

Late filers Nontfilers
Total Number Percentage Number Percentage
House? 640 230 36 115 18
Senate® 155 65 42 10 6
Total 795 295 37 125 16

8We estimated the overall extent of House candidate compliance indicated above by reviewing a ran-
domly selected statistical sample of 128 House candidates who filed for the first time in 1986 and for
whom we had enough information to determine timeliness.

PWe determined Senate candidate compliance by reviewing all 155 Senate candidates who filed for the
first time in 1986 and for whom we had enough information to determine timeliness.

Several factors contributed to the lower compliance among candidates,
including possible confusion about filing requirements, difficulties in
identifying candidates on a timely basis, and insufficient follow-up
when candidates did not file on time.

Different Definitions of
“Candidate” in Ethics Act
and Campaign Act Cause
Confusion for Filers

For the purpose of the Ethics Act, a candidate is defined as an individ-
ual, other than a Member, who seeks nomination for election, or election,
to Congress, whether or not the individual is elected. An individual is
deemed to seek nomination for election, or election, if: (1) he or she has
taken the action necessary under the law of a state to qualify for nomi-
nation for election, or election; or (2) if he or she or the principal cam-
paign committee has taken action to register or file campaign reports
required by the Federal Election Campaign Act.

The current definition of a candidate in the Federal Election Campaign
Act has complicated the identification of candidates for the purpose of
obtaining financial disclosure reports under the Ethics in Government
Act. A January 8, 1980, amendment to the Campaign Act exempted
from reporting their candidacy or campaign finance information to the
Federal Election Commission those individuals who registered for elec-
tion under state law but had not raised or spent more than $5,000.

Before the change, individuals had to register regardless of how much
they raised or spent for the campaign. Officials of the House and Senate
offices of public records knew who had to file because they received the
candidates’ election registration forms. The House ORR and Senate OPR
then sent notifications of these registrations to their respective Ethics
Committees and to the Federal Election Commission. These actions,
along with providing the Federal Election Commission the information
needed to require campaign expenditure reports from the candidates,
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. gave the Ethics Committees the information needed to send notices and

take follow-up steps to get financial disclosure reports from any regis-
tered candidate.

After the change and still today, individuals may seek election by regis-
tering as candidates under state law and, by such action, be required to
file a financial disclosure report under the Ethics Act. Yet, they may not
meet the funding criterion and thus the candidacy and campaign finance
reporting requirements under the Campaign Act. The House ORR and
Senate Ethics Committee depend on state election offices to report indi-
viduals who register as candidates and do not meet the Campaign Act’s
reporting requirements.

House ORR staff told us that candidates are sometimes confused by dif-
fering definitions of candidates. The staff said that candidates do not
always believe they need to file a financial disclosure report when they
register as candidates under state law but do not qualify as candidates
under the Campaign Act, although the Ethics Act clearly requires it.

Stéte Election Offices Can
Provide More Timely
Information on Candidates

The House and Senate can identify candidates sooner and make them
more knowledgeable of filing requirements through closer coordination
with state election offices. The Senate recently took steps to speed up
the process.

The House ORR and Senate Ethics Committee rely in part on ballot lists,
provided by state election offices after the registration period for an
election, to identify candidates who must file disclosure reports. This
method of identifying candidates may not allow enough time to identify,
notify, and obtain reports from candidates by the required dates.

The Ethics Act requires candidates to file disclosure reports within 30
days of becoming candidates or May 15, whichever is later, but in no
case later than 7 days before a primary or general election. This final
due date of 7 days before an election is particularly important because it
provides the minimum time for voters to evaluate candidates’ financial
interests before voting. A House ORR staff representative said that some-
times ORR receives state ballot lists identifying House candidates a short
time before the election date. This leaves little time for ORR to notify a
candidate to file a financial disclosure report and for the office to
receive it at least 7 days before the election.
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We interviewed election officials in the District of Columbia, Maryland,
New York, and California concerning the House and Senate’s need for
candidate information. All state officials we contacted said that they
were willing to help the House and Senate identify candidates earlier
than current procedures do and to enhance candidates’ understanding of
the need to file financial disclosure reports.

For example, election officials in California, Maryland, and New York
said they were willing to tell the House and Senate the names of candi-
dates sooner than they do under current procedures. An official in the
District of Columbia did not believe earlier notification was necessary
because the District has few federal candidates. One official suggested
that if the House and Senate asked in writing and designated a contact
point for response, she could send candidates’ names 2 to 3 months
sooner. The State officials also said that they were willing to give candi-
dates information explaining the need to file financial disclosure
reports. These officials indicated that their working arrangements with
the House and Senate do not provide for their offices to furnish candi-
dates any information on financial disclosure requirements.

In 1986, and again in February 1988, the Senate Ethics Committee
directly requested that state election offices provide names of Senate
candidates when they registered as candidates. Previously, the Commit-
tee received this information from the Federal Election Commission or
was notified by the Senate OPR when a candidate filed a Statement of
Candidacy required by the Campaign Act. The House ORR had not
requested the states to do this as of January 1989. However, in 1988 ORR
did begin using candidate information supplied by states to the Federal
Election Commission to request disclosure reports.

Folldw-Up Procedures Can
Be Strengthened

The Ethics Committees can improve their follow-up when candidates do
not file required reports on time by making public the names of late
filers and referring those unwilling to file to the Department of Justice.
The Senate Ethics Committee had referred nonfilers to Justice, but the
House Committee had not.

The House Ethics Committee’s follow-up procedures included sending
two letters and then making a phone call to each filer to request reports
not yet filed by their due dates. The Clerk (ORR) sends the first letter,
and the Ethics Committee sends the second letter and makes the phone
call. The Senate Ethics Committee’s procedures included four letters
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and, by majority vote of the full Committee, referral of the case to the
Department of Justice.

The Ethics Act does not require the House or the Senate Ethics Commit-
tees to publish the names of nonfilers to encourage individuals to file the
required reports, and the Committees do not do so. In contrast, the Fed-
eral Election Commission, as required by law, publishes the names of
individuals who have not provided required reports on campaign financ-
ing. The Ethics Committees could adopt a similar practice. Additionally,
they could indicate in reminder notices that the names of individuals
who are late in filing financial disclosure reports will be made public
before the election. The Committees could then publish the names of
those individuals who refuse to file,

House Ethics Committee staff said that the Committee had not referred
nonfilers for civil action because the Committee lacks authority to refer
such cases directly to Justice, With respect to Members, officers, and
employees of the House, House Rule X of the House Standing Rules pro-
vides that the House Ethics Committee may refer possible legal viola-
tions to the appropriate federal or state authorities, in this case the
Department of Justice, with the approval of the full House. There are no
procedures in the House Rules for referring violations by candidates to
the Department of Justice.

The House Ethics Committee pointed out that instances of nonfiling may
come to the attention of the Department of Justice by means other than
House referral. However, to ensure that Justice is alerted to cases of
nonfiling by candidates that may warrant civil sanctions, the House
needs to establish procedures for the referral of cases involving nonfil-
ing candidates to Justice. The establishment and effective use of referral
procedures could improve filing compliance among candidates.

The Senate Ethics Committee has authority to directly refer Members,
employees, and candidates to the Justice Department for violation of
law. The Committee referred 10 individuals, all candidates, to Justice
for nonfiling in 1986. The Committee had been unable to locate five can-
didates. Justice located them and provided information to the Commit-
tee for further follow-up action. Justice authorized civil action against
one candidate, was considering such actions against two others, and
decided further efforts to pursue the other two candidates were not
warranted.
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Members Have
Designated Principal
Assistants
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Both the House and Senate Ethics Committees had procedures for identi-
fying Members who were required to designate principal assistants and
notifying them to do so.

The act requires that each Member of Congress who does not have an
employee on his or her staff compensated at or above a Gs-16 salary
level designate at least one principal assistant to file a financial disclo-
sure report. The legislative history of the Ethics Act suggests that the
principal assistant should be someone in a position to influence the legis-
lative process. Such an individual would be one subject to a potential
conflict of interest.

We analyzed House and Senate Ethics Committee records to determine
whether all Members had designated principal assistants. Of the 438
House Members in office during 1987, 105 had Gs-16 salary level
employees on their staffs and thus were not required to designate princi-
pal assistants. Of the remaining 333 members who were required to des-
ignate principal assistants, 324 had done so and 9 had not as of May
1988. Subsequently, a House Ethics Committee staff representative said
that after follow-up Members had designated principal assistants.

Our review of Senate records showed that of the 100 Senators, 28 had
GS-16 level employees filing and 24 also had political fund designees fil-
ing? , 57 had only political fund designees filing, 14 had only principal
assistants filing, and 1 had a political fund designee and principal assis-
tant filing. Thus, every Senator’s office had at least one person filing.
We did not determine whether individuals other than those designated
to file financial disclosure reports were in positions to influence the leg-
islative process and thus were susceptible to conflicts of interest.

Although we concluded in 1981 that Members could use criteria for
designating employees to file, we also said that Members should have
discretion in making such designations. During our current review,
House and Senate Ethics Committee staffs said that criteria were not
necessary and that Members should have the discretion to decide who
among their staffs are in positions posing potential conflicts of interest.

m
Conclusions

Public confidence in the legislative branch’s disclosure process hinges on
getting everyone required to properly disclose their financial interests

“Political fund designees are designated by Senators under Senate Rule 41 to handle campaign funds
and are required to file financial disclosure reports pursuant to that rule.
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Recommendations to
the House and Senate
Ethics Committees

and to file reports on time. In general, the disclosure systems have been
effective in achieving this end, and both the House and Senate Ethics
Committees have made substantial progress in improving the systems
since 1981.

Even so, refinements can be made in the systems, such as getting new
Senate employees to file within 30 days and improving filing compliance
by legislative agency employees. Also, although it is not currently
required by law to do so, the House Ethics Committee could require all
employees compensated at or above the Gs-16 level for more than 60
days during a calendar year to file if they continue to be employed on
May 15 of the following year. Candidate filing requires both the House
and Senate Ethics Committees’ attention. State election officials can help
to identify candidates and inform them of their reporting obligations
under both the Ethics Act and the Campaign Act. Filing compliance can
be stimulated by more aggressive follow-up by the Committees.

In particular, the House should routinely consider the referral of
nonfilers to the Justice Department for civil action. The House will need
to establish procedures for the referral of nonfiling candidates to the
Justice Department because candidates are not currently covered by
referral procedures in the House Rules.

To improve filing compliance among House, Senate, and legislative
agency employees, we recommend the following:

The Senate Ethics Committee and the Senate Disbursing Office should
work together to revise procedures for more quickly identifying all new
Senate employees who must file and notifying them of requirements to
file.

The House Ethics Committee should require financial disclosure reports
from all employees compensated at or above the Gs-16 salary level for
more than 60 days during a calendar year as long as they continue to be
employed on May 15 of the following year.

To deal with the late filing and nonfiling among candidates, we recom-
mend that both the House and Senate Ethics Committee:

request state election offices to notify candidates of filing requirements
and promptly provide names of candidates to the Committees for follow-

up.
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Ethics Committees’
Comments

adopt policies of publicizing, at an appropriate time, the names of candi-
dates who file late or refuse to file.

We also recommend that the House develop procedures for referring
nonfiling candidates to the Justice Department for consideration of
enforcement action.

We further recommend that both Ethics Committees explore options for
obtaining legislative agencies’ assistance in improving filing compliance
of their employees. For example, the Committees could ask the agencies
to assist in tracking filing timeliness by their employees and following
up when reports are overdue.

We provided a copy of our draft report to the House and Senate Ethics
Committees as well as ORR and OPR for comment. The Committees, ORR,
and OPR suggested various technical changes, which we have incorpo-
rated into the report as appropriate. Although the Senate Ethics Com-
mittee and OPR generally agreed with our recommendations, the
Committee requested that we be more specific about what actions the
Committee could take to implement our recommendations. We agreed to
provide the Committee with additional information on the actions it
could take,

The House Ethics Committee agreed with many of the observations in
our draft report and believed certain aspects warranted comment. How-
ever, the Committee generally chose not to comment on our proposed
recommendations until after the final report is issued. The Committee
said that its position of not requiring reports from employees who are
compensated at or above the Gs-16 salary level for more than 60 days
but who are not being compensated at or above the Gs-16 rate as of the
May 15 filing date is consistent with the 1978 act (2 U.S.C. 701 (b) (1)).

We agree that the Committee’s practice is permitted by the act. How-
ever, the act does not preempt the Committee from requiring these
employees to file. Our premise in making the recommendation was that
employees in situations such as those described in our report could have
had the opportunity to influence legislation during the period covered
by the filing year and not be required to file disclosure reports. The Sen-
ate Ethics Committee requires Senate employees in such situations to
file reports.
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An ORR official suggested that an amendment to the act providing new
criteria for determining the due dates for candidate reports would mini-
mize the number of different due dates and thus facilitate accurate and
consistent tracking of candidates. We agree that such a change could
make it easier to understand when reports are due and to monitor
compliance.,
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Improvements Made in
House and Senate
Review Procedures

Since 1981, both the House and the Senate Ethics Committees have sub-
stantially improved the procedures they use in reviewing financial dis-
closure reports. The procedures now provide greater assurance that
reports are complete and in proper form. However, additional steps can
be taken to ensure that reporting errors are corrected, guidance is ade-
quate for review of blind trusts, and the public is informed of the extent
that reports have been reviewed.

In 1981, we reported that the House and Senate Ethics Committees were
not effectively reviewing public financial disclosure reports. They had
no written guidelines for reviewing the reports and had no effective sys-
tem for assuring that all individuals requested to amend their reports
had properly and promptly done so. Also, neither the House nor the Sen-
ate Ethics Committees had established formal procedures for reviewing
proposed blind trust agreements.

Both the House and Senate Ethics Committees have since improved their
procedures for reviewing reports and obtaining corrections and have
taken other steps to ensure that reports are made available to the public
in proper form and are complete.

Checklists Guide Reviews

To help assure that the financial disclosure reports are in proper form
and complete, both the House and Senate Ethics Committee staffs use
separate checklists for reviewing the reported information. The Commit-
tees revised their respective checklists for the 1986 and 1987 filing
years to be more complete and to coincide with report form changes.
The checklists allow reviewers to make orderly examinations of the
reports and focus their reviews on specific kinds of likely errors.

The checklists guide the reviews of over 50 report items, with 3 to 12
items in each of 9 categories, to detect possible errors. For example, the
checklists provide for a review to see if Members have exceeded honora-
rium limitations and to compare the holdings for a filer with the trans-
actions reported by the filer to help verify that disclosure of assets sold
or purchased was made.

To encourage and assist filers to file reports in proper and complete
form, both the House and Senate send the checklists or parts of the
checklists with items in error checked, along with letters requesting
amendments, to filers who need to amend their reports. Consequently,
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filers are given an opportunity, by reviewing the checklist, to correct
their own report forms and avoid future errors.

Of the 51 House reports and 40 Senate reports included in our sample,
we reviewed 28 Representatives’ reports and 19 Senators’ reports,' all of
which had been previously reviewed by Ethics Committees’ staff, to
determine whether our findings agreed with the staff’s findings on the
need for corrections. We did not detect errors in our review that the
Committees’ staff had not previously identified. The Committees’ staff
found and requested corrections for such errors as

income reported exceeded honoraria limitations (4 House reports),
source of income was not clearly shown (7 House reports),

some holdings were not reported (12 House reports),

assets were not identified (10 Senate reports), and

value of income was omitted (10 Senate reports).

As discussed later, one of the House reports cited above, which errone-
ously disclosed holdings and source of income, was not corrected.

House Obtained Additional
Staff Assistance

Because of the large number of reports filed, the House Ethics Commit-
tee began using a staff of accounting professionals detailed from GAO to
assist in reviewing reports in 1986. The staff made the first level of
review for the Committee using the checklists. The staff worked with
Ethics Committee attorneys, who further reviewed the deficiencies iden-
tified by the staff and determined whether to recommend to the Chief
Counsel that report corrections be requested.

House Ethics Commiittee staff told us that use of detailees had helped to
(1) make the report review process more thorough during a tight review
period, (2) free up staff attorneys so they could provide more counseling
to filers, and (3) detect more reporting errors.

Filer Awareness
Encouraged

In order to encourage proper form and completeness in reports, both the
House and Senate have done more than simply notify filers of their
reporting requirements with notices, report forms, and written instruc-
tions. They have provided further assistance to filers on how they can

'Because of our findings that errors were being consistently detected and because of the extensive
amount of time required to verify the adequacy of the Committees’ review of a report, we limited this
test to 28 House reports and 19 Senate reports for which the Committees had requested amendments.
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properly fill out the reports. The House relies upon one-on-one counsel-
ing by a House Ethics staff attorney with the filer. A House Ethics Com-
mittee staff representative said that the staff tries to develop a
counselor-client relationship with the filers in which the filer can be
counseled to avoid omissions and errors. The person also said that the
staff normally provides substantial informal advice to about 50 to 100
filers, especially new Members, just before the May 15 filing deadline.

The Senate Ethics Committee has held seminars with Senate filers to
help them understand filing requirements, with emphasis on answering
commonly raised questions. OPR joins the Ethics Committees in present-
ing information.

Report Forms and
Instructions Improved

Both the House and Senate revised their respective report forms? for
1987 to improve financial disclosure. For example, the House and Senate
changed the forms by

telling filers to show in the report “if none so indicate” (House) or incor-
porating a ‘‘none’” box for the filer to check when applicable (Senate) in
the various report sections, thereby encouraging completion of each
report section;

emphasizing important requirements by placing them in bold print on
the form (House) or through form structure (Senate); and

specifying details expected to be reported by giving examples either in
the instruction booklet (House) or on the forms (Senate).

Both the House and Senate Ethics Committees’ internal memoranda in
1987 indicated that improvements in reports had occurred. For example,
the Senate memorandum indicated that certain problems, such as sec-
tions being left blank when no information applied instead of “‘none”
being checked or names and addresses of “sources” being left out, had
been corrected by changes to the form. The House 1987 memoranda said
that after the House report form was revised in 1986, the holdings sec-
tion, the biggest problem area, had only about half as many errors as
had occurred during the prior year.

“The House and Senate used two report Forms. Form A is for Members, officers, and employees. Form
B is for candidates and new employees. We focused only on Form A for this part of our work.
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While the House and Senate Ethics committees have improved their
review procedures since 1981, refinements can be made in some areas.

Senate Has Improved Its
Review Procedures by
Comparing Reports for 2
Years

Unlike the House, before 1989, the Senate did not compare the current
year report with the prior year report to determine whether filers
reported changes in holdings from 1 year to the next. However, the Sen-
ate Ethics Committee instituted a 2-year review procedure in 1989,
according to the Chief Counsel for the Committee.

Since the 1986 filing year, the House Ethics Committee included in the
report review process a comparison of holdings reported in the current
year report with those reported the prior year. This step allows the
staff to question a filer when certain holdings or acquisitions or disposi-
tions of assets shoulid be indicated on the current report but are
excluded.

Our review showed that use of the 2-year review procedure had dis-
closed omissions and helped to ensure that reports were complete. In our
sample of 51 House reports, we reviewed 37 reports filed by House
Members for which Committee staff had requested amendments. Of the
37, 12 (32 percent) needed to be amended in part because of the failure
to disclose prior year acquisitions or holdings in the current year report.

According to Senate Ethics Committee staff, they compare the holdings
shown in the current year reports with the transactions sections of the
same reports, which they said serves some of the same purposes as the
2-year comparison. We agree that the comparison made by the Senate
staff can detect certain omissions, such as when the filer reports divi-
dends from stock holdings but fails to report the related stock holdings.
However, this comparison would not detect the acquisition or disposal of
holdings from one year to the next that is not disclosed in the transac-
tion section of the report. Conversely, we found that the House Ethics
Committee’s 2-year comparisons resulted in it detecting omissions of
stock acquisitions and dispositions of real estate.
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send correction letters to filers whose reports needed amending, along
with a copy of the checklist or a portion of the checklist referring to the
area needing correction;

give filers a 2-week deadline for filing amendments;

follow up with a second letter requesting amendment if no amendment
was received in 2 weeks;?
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requests were sent;
assure that amendmen

ure that amenamen i veit . 14 .43 2 n

tained by opg; and
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for 266 (33 percent). All these reports were approved cording to

records maintained by the Senate Ethics Committee. Of the 40 Senators’
reports included in our sample, the Committee staff had requested
amendments for 35. We reviewed all 35 reports and found that the Sena-
tors had filed the requested amendments to correct their reports.

However, the Senate Ethics Committee’s procedures did not ensure that
requested amendments were submitted and approved in a timely man-
ner. We reviewed the Committee’s records showing the status of Sena-
tors’ reports filed in 1987 and noted 41 reports where the Committee
had requested amendments. In 5 of these 41, the reports were not
approved for at least 2 months, ranging from 65 to 182 days, after the
amendments were requested. The Committee’s requests for corrections

state that amended reports were to be submitted in 2 weeks.

According to the Committee staff, some filers did not submit amend-
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to additional follow-up by the Ethics Committee. Thus, the Committee

#This letter would note that in order to avoid civil penalties, the filer needs to file an amendment,
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staff had to wait to review the amendments. Committee staff also said
amendments were reviewed when filed. However, Ethics Committee sta-
tus reports did not show when amendments should be and were
received. In our opinion, if provided, this information could have helped
the Committee track amendments and ensure they were filed in a timely
manner.

House Procedures for
Obtaining Amendments

The House Ethics Committee did not follow up to ensure that requested
amendments were received and that amendments corrected the errors
identified. The Committee staff said that they treat the filers as clients
to whom the staff provides counsel to obtain correct financial disclosure
reports. Thus, in the Committee’s view, after the filers are presented
with the apparent need for correction or explanation, the filers them-
selves, and not the Ethics Committee staff, are responsible for ensuring
that correct reports are submitted. The Committee also said that review-
ing both the original filing and amendments would result in double, if
not triple, effort. Having taken this view, the staff said they do not need
to follow up on amendments. Thus, the staff said they did not follow up
to obtain requested amendments and, when amendments were received,
they were filed without review.

Since 1987, however, the House Ethics Committee has been using a com-
puterized data base to produce a filing status for each filer, including
reports received, amendments requested, amendments received, and the
dates these actions occurred. According to information available in this
data base, of 1,655 filers in 1987 including Members, House employees,
and legislative agency employees, 505 (32 percent) were requested to
file amendments; 54 (11 percent) of those requested did not file. The
nonfiling rate by category was 5 percent for Members, 14 percent for
House employees, and 9 percent for legislative agency employees.

Of the 51 House Members’ reports included in our sample, 37 reports
involved amendments initiated by the House Ethics Committee staff.
The Committee’s files did not contain sufficient information for us to
determine whether Members had complied for 3 of the 37 reports. For
the remaining 34 House reports, we determined that 31 reports had been
corrected as requested by the Ethics Committee, and 3 had not been cor-
rected or explained as requested. The apparent errors in two of the
three reports involved the failure to report completely the itinerary of
trips for which Members were reimbursed. The apparent errors in the
other report involved several omissions, including the source of rental
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income, the disposition of holdings, and assets that generated farm
income.

The lack of follow-up to obtain amendments and ensure that corrections
have been made allows incomplete reporting to go uncorrected and thus
defeats the purpose of the review program. The House Ethics Committee
could, for example, notify filers to submit requested amendments within
a specified time to avoid civil penalties, similar to the procedure fol-
lowed by the Senate Ethics Committee.

House and Senate
Procedures for Handling
Blind Trusts

We found in 1981 that neither the House nor Senate Ethics Committees
had formal written procedures for reviewing qualified blind trusts. We
also found that the Ethics Committees had approved some trusts that
did not meet the requirements of the act. The Committees still have not
adopted formal procedures for reviewing blind trusts.

The act provides that a reporting individual need not report the holdings
of or the source of income from a qualified blind trust. To be considered
a qualified blind trust under the law, both the trust instrument and its
trustee must meet prescribed standards and must be approved by either
the House or the Senate Ethics Committee. These standards identify the
specific provisions that must be in each trust, impose requirements for
the administration of the trust, and require that the trustee be indepen-
dent of and not associated with any interested party.

The act specifies the requirements to maintain and dissolve a qualified
blind trust. To maintain the trust, section 102(e)(3)(C) of the act
requires that the trust instrument provide that generally there shall be
no communications between a trustee and interested parties about the
trust unless such communications are in writing and are related to spe-
cific subjects. The provisions further specify (1) the type of reports to
be furnished to interested parties and (2) the requirement that the trus-
tee notify the reporting individual and his supervising ethics office
when the holdings of an asset transferred to the trust by any interested
party are disposed of or when the value of such holding is less than
$1,000. In dissolving a qualified blind trust, the act provides that a
reporting individual shall, within 30 days of the dissolution, (1) notify
the appropriate Ethics Committee of the dissolution and (2) file with the
Committee a list of the assets of the trust at the time of dissolution.

In 1981 we concluded that the approval of trust agreements without the
trust instrument conforming to the standards contained in the act raised
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serious doubt as to the appropriateness of the blind trust as a mecha-
nism to insulate a government official from conflicts of interest. At that
time, we recommended that the Chairmen of the House and Senate Eth-
ics Committees develop formal procedures and requirements for
approval of proposed trusts and trustees.

We are aware, however, that both the House and Senate review trust
documents. The House Ethics Committee staff provide informal advice
to members concerning what is needed in the trust documents. Neither
Ethics Committee has developed specific guidance for reviewing blind
trusts.

In our most recent review, we examined the public files for 3 House and
4 Senate trust agreements that we judgmentally selected from the 7
House and 15 Senate trust agreements on file in June 1988. We noted
that certain required provisions were missing from one Senate blind
trust. Also, the public file for one House trust agreement was missing
two pages. Subsequently, the missing pages, which were in the original
trust agreement and which contained required provisions of the act,
were included in the public file.

The House Ethics Committee believes that no further guidance on
reviewing blind trusts is necessary. The Committee said that the act’s
requirements on blind trusts were explicit on what a blind trust docu-
ment must include and that additional formal procedures were not nec-
essary. The Committee also said its review procedures are stringent and
that the act is used as a checklist for compliance in the review of blind
trust documents. The Senate Ethics Committee, however, believed that
additional guidance for reviewing blind trusts could be useful and said
that it would consider using a review checklist.
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Both the House and Senate made financial disclosure reports filed in
1987 available within the times required by law. Some improvements
can be made, however, to facilitate the public’s use of the reports.

Reports Made Available to
Ethics Committees and
Public on Timely Basis

In accordance with sections 103 and 104 of the act, the Clerk of the
House and the Secretary of the Senate are responsible for making finan-
cial disclosure reports available to the House and Senate Ethics Commit-
tees and the public. Section 103 requires that the Clerk send a copy of
each financial disclosure report to the House Ethics Committee within a
7-day period, which begins the day the report is filed. The Secretary is
also required to send a copy of each report to the Senate Ethics Commit-
tee. The Office of Records and Registration does this function for the
Clerk, and the Office of Public Records does it for the Secretary.

Of the 51 House reports and 40 Senate reports included in our sample,
the House and Senate files contained sufficient information for us to
determine whether 45 House and 30 Senate reports were provided to the
Ethics Committees within the time required. All 75 reports were given to
the Committees within 7 days after the reports were received.

Section 104 of the act requires that financial disclosure reports required
to be filed by May 15 of any year be made available to the public in
Washington, D.C., within 15 calendar days after that date. All other
financial disclosure reports are to be made available to the public within
15 days of filing. Both the House ORR and Senate OPR had procedures for
making the reports available to the public within the 15 days.

The House procedure was to not release them to the public until after
May 15. In 1988, the release date was May 25 according to an ORR staff
member. This interim period gave the House Ethics Committee a chance
to review the reports and, if needed, to begin getting them corrected
before the public saw them. The Senate procedure was to make the
reports available to the public soon after they were received. According
to an OPR representative, the reports were typically available to the pub-
lic within 2 to 3 days after receipt. The House reports were available to
the public at Room 1036, Longworth House Office Building, New Jersey
and Independence Avenues, S.E., Washington, D.C. The Senate reports
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were available at Room 232, Hart Senate Office Building, Second Street
and Constitution Avenue, N.E., Washington, D.C.

We visited House and Senate facilities where the financial reports were
available and observed that the reports were accessible to the public.
The reports could be reviewed during regular office hours, (9:00 A.M. to
5:00 P.M. for the House and 8:00 A.M. to 6:00 P.M. for the Senate) each
work day, and copies were available for a small fee. Procedures required
that persons requesting a report fill out a form giving the name, address,
and occupation of the person or organization for whom the request is
made. The completed request forms, also available to the public, pro-
vided a basis for enforcing provisions of the act restricting the purposes
for which the financial disclosure reports may be used.

The House and Senate maintain lists of financial disclosure reports
showing, by filing year, each filer’s name; the reports and amendments
filed and the dates they were filed; and a reference to files containing
the reports, amendments, and other related documents. Using these
materials, we found it easy to locate financial disclosure documents filed
with the House and Senate.

House and Senate Need to
Disclose to Public the
Extent Reports Have Been
Reviewed

Both the House ORR and Senate OPR provide copies of financial disclosure
reports to the public before the Ethics Committees have completed the
review and correction process. Until the Committees complete their
reviews, the public has access to reports that may change. However,
when reports are released to the public, there is no disclosure in the
public file showing whether the reports have been reviewed and
whether they are subject to change. According to OPR, it provides a writ-
ten notice to requesters of large orders of reports that the reports are
subject to being amended, but the House does not follow a similar
practice.

The Committees are faced with meeting the 15-day requirement in the
act for making reports available to the public while also reviewing them
to ensure they are complete and in proper form. The Senate generally
did not complete its reviews until June 1987 even though the reports,
due May 15, were made available to the public within 2 or 3 days after
they were received. To inform the public of a report’s status, the Senate
made available in its public files a listing of the reports and correspon-
dence showing the need to file or the granting of an extension. After the
reports were reviewed by the Ethics Committee, they were included in
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Conclusions

the public record. The public record also included Ethics Committee let-
ters containing checklists showing where corrections were needed and
included amendments received.

The House reviewed Members’ original reports within the 15-day time
period allowed before releasing them to the public. Therefore, the public
was seeing Members’ reports that had been initially reviewed for com-
pleteness and proper form. However, not all amendments were com-
pleted before the reports were released to the public within the 15-day
period on—May 21, 1987—according to orr and Ethics Committee staff.
When amendments were filed, the House made them available to the
public. Anyone using a report, however, would not know from the infor-
mation provided what amendments had been requested or whether
amendments had been received. Also, a House rule requires that House
Members’ reports be reviewed and made available to the public in a
printed document by July 1 of each year. This rule provided the impetus
to give priority to reviewing Members’ reports before other filers’
reports were reviewed. Therefore, other filers’ reports were not necessa-
rily reviewed before they were released.

The House did not indicate for individual reports or in a general
announcement to potential users the review status of reports or the fact
that reports were subject to change. The Senate also did not show
whether reports had been fully reviewed, but oPr staff said that they
did alert users who requested large numbers of reports that reports
might be amended and that copies of amendments could be obtained
from OPR.

The House and Senate Ethics Committees have made progress in devel-
oping a review program to ensure that accurate financial disclosure
reports are provided to the public. Both Committees can take further
steps to improve the accuracy of reports and to make sure they serve
the public’s need. The Committees do not always disclose to the public
the status of reviews or indicate that the reports may change. There-
fore, members of the public who use the financial reports could be
uncertain as to their completeness.
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w
Recommendations to

the House and Senate
Ethics Committees

To ensure that the public has accurate financial disclosure reports, we
recommend that the Chairman of the House Ethics Committee imple-
ment procedures to ensure that timely and correct amendments are
made to financial disclosure reports that the Committee has found to be
in error.

To strengthen its report review procedures, we recommend that the Sen-
ate Ethics Committee track the status of requested amendments until
they are received and approved to improve the timeliness of the
amendments.

We recommend that both the House and Senate Ethics Committees work
with ORR and OPR, respectively, to institute a procedure for notifying the
public that the reports are undergoing Committees’ reviews and are sub-
ject to change.

Ethics Committees’

Comments

The Senate Ethics Committee and OPr agreed with the thrust of our rec-
ommendations. The Committee instituted a 2-year review procedure in
1989, and therefore we did not include a recommendation on this in our
final report. The Committee requested that we provide additional infor-
mation about what actions it could take to implement our other recom-
mendations. We agreed to do this and are separately furnishing
information for the Committee’s consideration.

In commenting on our draft report, the House Ethics Committee said it
did not review amendments because it is the obligation of the filer to
explain or revise the report after the Committee questions items in a
disclosure report. We agree that the act does not specifically require
that the Committee review amendments. However, we believe that pro-
cedures for the review of amendments would help ensure that the public
receives disclosure reports that are complete and in proper form.

The House Ethics Committee and ORR did not believe it is feasible to
inform the public of each report’s review status at all times because of
the volume of reports that are received and must be reviewed in a short
period of time. We agree that it may not be feasible to show the current
review status of each report. Therefore, we revised our recommendation
to recognize that a general notification to the public, provided with all of
the reports, could be useful for alerting the public to the fact that the
reports are undergoing review and are subject to change.
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Committee on Mtandards of Sfficial Conduct
fuite BT-2, W.ib. Capitol
Washington, BE 20515

June 1, 1989

The Honorable Charles A. Bowsher
Comptroller General of the United States
General Accounting Office

441 G Street, N.W.

Washington, D.C. 20548

Dear Mr. Bowsher:

The House Committee on Standards of Official Conduct has
reviewed the draft General Accounting Office Report entitled,
"Financial Disclosure Systems Improved But Can Be Further
Strengthened." We appreciate the continuing efforts of GAO to
asgist Congress in effectively implementing the £financial
disclosure provisions of title I of the Ethics in Government Act
of 1978, as amended (EIGA).

While the Committee agrees with many of the observations
made in the Draft Report, especially those regarding the
improvements which have occurred since 1981, we also believe that
certain aspects of the document warrant comment and response for
your consideration.

See pp. 2and 15 On pages 2 and 20, the Draft Report states that Financial

‘ Disclosure Statements are not audited, and that neither GAO nor
the Committee staffs have access to supporting documents. This
is an important point that merits emphasis. The EIGA neither
contemplates nor authorizes that audits of any type be conducted
to verify information. The review which is undertaken by the
designated House and Senate Committees is designed to assure that
"reports are filed in a timely manner, are complete, and are in
proper form." See, 2 U.S.C. §705(a).

The provision cited immediately above is also pertinent to
See pp. 5 and 35. the comments at pages 6 and 56 of the Draft Report regarding this
Committee's policy on amendments submitted by filers. After the
Committee questions items on a Financial Disclosure Statement, it
is the filer's obligation to explain or revise the disclosure
report as appropriate. Reviewing both original filings and
amendments would result in double, if not triple, effort. It
would also be contrary to the approach taken by most, if not all,
administrative agencies (including the Internal Revenue Service),
which place the onus on filers for the accuracy and completeness
of required filings.
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In discussing the designated House and Senate Committees on
See pp. 3and 12. pages 3 and 13A, it may be appropriate to reference the statutor
role of the Committees to render advisory opinions interpreting
EIGA, on which individuals may rely without fear of incurring any
penalty. See, 2 U.S.C. §705(b).

See pp. 4 and 21. We do not agree with the characterization on pages 4 and 29
that it is this Committee's "application" of EIGA that exempts
from filing those individuals who are not compensated at the GS-
16 level on the filing date. The Committee's position derives
from EIGA. Specifically, 2 U.S.C. §701(b)(l) states:

Any individual who is an officer or employee
of the 1legislative branch described in
subsection (e) during any calendar year and
performs the duties of his position or office
for a period in excess of sixty days in that
calendar year shall file on or before May 15
of the succeeding calendar year . . . if such
individual is or will be such an officer or
employee on such May 15. [Emphasis added.]

. Thus, we believe it is incorrect to characterize the Committee's
: approach as the implementation of an exemption.

See pp. 4 and 25. The discussion on pages 5 and 39 references the procedure
that would have to be used in the House to refer non-filers to
the Attorney General. Such a referral is not the only manner in
which matters may come to the attention of the Department of
Justice. You may wish to note that a civil action may be brought
at the initiative of the Attorney General, without separate House
action, and that all reports are a matter of public record. See,
2 U.S.C. §706,

) Regarding "apparent errors" detected by the Committees, the
See pp. 5 and 31. Draft Report states on pages 6 and 48 that instances were
uncovered where holdings were not reported. We believe it would
be helpful to point out that, in most cases, only a few holdings
were omitted from individual forms, not that a filer's holdings
were omitted in their entirety from the disclosure reports.

We also have concern with regard to the conclusion on pages
See p. 37. 2 and 46 that procedures for reviewing blind trust agreements
could be improved. The GAO staff observed that there were no
"formal" procedures for review and that the public record was
incomplete in one instance. We are not aware of any assessment
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conducted of actual blind trust review procedures, since GAO
staff did not engage in any discussions on the subject of blind
trust review procedures with the Committee attorney who has been
assigned primary responsibility in this area. In the Committee's
view, the statute is so explicit in its requirements regarding
what a blind trust document must include, that additional
"formal" procedures are unnecessary. In fact, Committee blind
trust review procedures are stringent and the statute itself is
used as a "checklist" for adequacy.

Regarding the one trust for which GAO staff found the public
record incomplete, we point out that two numbered pages of the
trust document were somehow omitted from the microfilm record
maintained by the Office of Records and Registration. Review of
the original of the subject trust agreement, as well as other
trust documents retained by the Committee would have established
that all blind trusts approved by the Committee within the review
period conform fully with applicable legal requirements.

See p. 37. On pages 7 and 63, the Draft Report suggests that there

‘ should be public disclosure of the extent to which Financial
Disclosure Statements have been reviewed. Because of the large
volume of Statements received which have to be reviewed within a
! short period of time, it would be extremely difficult to note
which reports on the public record had been examined and which
had not. Moreover, stating that a report had been reviewed would
not indicate the results of the review or whether the information
included in a Statement was correct. The fact that changes had
been made in a Statement should be apparent from the fact that
the "amendment" box has been checked on the face of the form.

See pp. 6 and 40. On pages 12 and 13 of the Draft Report, regarding filing
dates, it may be appropriate to mention that a form postmarked by
the due date is considered timely. Confusion regarding this fact
appears to be the reason why the Draft Report is inaccurate with
regspect to the number of congressional employees who filed late
in 1987. Committee staff, as well as staff of the Office of
Records and Registration, held discussions with GAO staff
regarding when a report is considered late, and why. Because of
our concern in this matter, we reviewed the GAO workpapers
supporting the relevant discussion and tables in the Draft
See pp. 11 and 18. Report. We determined that the figures in Table 2.1, on page 25,
are inaccurate. Our review of the same materials as GAO staff
indicates that there were 58, not 61, congressional employees who
filed late. Of these, 8, not 7, filed 6-15 days late, and 23,
not 27, filed more than 15 days late.
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We appreciate the opportunity to have reviewed the Draft
Report and hope that the foregoing comments will be useful to
you.

Sincerely,

sp——

n C. Dixon
Chairman

T

hn T. Myers
anking Minority Member

JS:MJID
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