(2) The source, type, and in the case of public financial
di scl osure reports the actual anount or value, of gross incone
froma business, distributive share of a partnership, joint
busi ness venture inconme, paynents froman estate or an annuity or
endowrent contract, or any other itens of incone not otherw se
covered by paragraphs (a) or (b)(1) of this section which are
received by the filer or accrued to his benefit during the
reporting period and which exceed $200 from any one source.

Exanple 1. An official rents out a portion of his residence.
He receives rental incone of $600 from one individual for four
nmont hs and $1, 200 from anot her individual for the remaining eight
nont hs of the year covered by his incunbent financial disclosure
report. He nust identify the property, specify the type of incone
(rent), and if he is a public filer indicate the category of the
total anmpbunt of rent received. (He nust al so disclose the asset
i nformation required by 2634. 301 of this subpart.)

Exanple 2. A reporting individual has three savings accounts
with Bank A. One is in his name and earned $85 in interest during
the reporting period. One is in a joint account with his spouse
and earned $120 in interest. One is in his nane and his dependent
daughter's nane and earned $35 in interest. Since the aggregate
interest incone fromthis source exceeds $200, the official nust
di scl ose the nane of the bank, the type of inconme, and if he is a
public filer, the category of the total amount of interest earned
fromall three accounts. (He nust al so disclose the accounts as
assets under 2634.301 of this subpart if, in the aggregate, they
total nore than $5,000 in that bank.)

Exanple 3. An official has an ownership interest in a fast-
food restaurant, from which she receives $10,000 i n annual
i ncone. She nust specify on her financial disclosure report the
type of income, such as partnership distributive share or gross
busi ness incone, and if she is a public filer indicate the actual
amount of such income. (Additionally, she nust describe the
busi ness and categorize its asset value, pursuant to 2634. 301 of
this subpart).

[57 FR 11808, Apr. 7, 1992; 57 FR 21854, My 22, 1992]
2634. 303 Purchases, sal es, and exchanges.

(a) In general. Except as indicated in 2634.308(b) of this
subpart, each public financial disclosure report filed pursuant
to subpart B of this part shall include a brief description, the
date and val ue (using the categories of value in 2634.301(d) of
this subpart) of any purchase, sale, or exchange by the filer
during the reporting period, in which the anount involved in the
transacti on exceeds $1, 000:

(1) O real property, other than a personal residence of
the filer or spouse, as defined in 2634.105(1) of this part; and



(2) O stocks, bonds, commodity futures, nutual fund
shares, and other fornms of securities.

(b) Exceptions. (1) Any transaction solely by and between
the reporting individual, his spouse, and dependent chil dren need
not be reported under paragraph (a) of this section.

(2) Transactions involving Treasury bills, notes, and
bonds; noney nmarket nutual funds or accounts; and personal
savi ngs accounts (as defined in 2634.301(c)(2) of this subpart)
need not be reported when occurring at rates, terns, and
condi tions avail able generally to nenbers of the public.
Li kewi se, transactions involving portfolio holdings of trusts and
i nvest ment funds described in 2634.310 (b) and (c) of this
subpart need not be reported.

(3) Any transaction which occurred at a tinme when the
reporting individual was not a Federal Governnent officer or
enpl oyee need not be reported under paragraph (a) of this
secti on.

Exanple 1. An official sells her personal residence in

Virginia for $100, 000 and purchases a personal residence in the
District of Colunbia for $200,000. She need not report the sale
of the Virginia residence or the purchase of the D.C residence.

Exanple 2. An official sells his beach home in Maryl and for
$50, 000. Because he has rented it out for one nonth every summer,
it does not qualify as a personal residence. He nust disclose the
sal e under this section and any capital gain over $200 realized
on the sal e under 2634.302 of this subpart.

Exanple 3. An official sells a ranch to his dependent
daughter. The official need not report the sale because it is a
transacti on between the reporting individual and a dependent
child; however, any capital gain, except for that portion
attributable to a personal residence, is required to be reported
under 2634. 302 of this subpart.

Exanple 4. An official sells an apartnent building and
realizes a | oss of $100,000. He nust report the sale of the
building if the sale price of the property exceeds $1, 000;
however, he need not report anything under 2634.302 of this
subpart, as the sale did not result in a capital gain.

[57 FR 11808, Apr. 7, 1992; 57 FR 21854, May 22, 1992]
2634.304 G fts and rei mbursenents.

(a) Gfts. Except as indicated in 2634.308(b) and 2634. 907
(a), each financial disclosure report filed pursuant to this
part, whether public or confidential, shall contain the identity
of the source, a brief description, and in the case of public
financial disclosure reports the value, of all gifts aggregating
$250 or nore in value which are received by the filer during the



reporting period fromany one source. For in-kind travel-rel ated
gifts, include a travel itinerary, dates, and nature of expenses
provi ded.

(b) Reinbursenents. Except as indicated in 2634.308(b) and
2634.907(a), each financial disclosure report filed pursuant to
this part, whether public or confidential, shall contain the
identity of the source, a brief description (including a travel
itinerary, dates, and the nature of expenses provided), and in
the case of public financial disclosure reports the value, of any
travel -rel ated rei nbursenents aggregating $250 or nore in val ue,
whi ch are received by the filer during the reporting period from
any one source.

Not e: The $250 threshold in paragraphs (a) and (b) of this
section will increase if the definition of m niml value under
the Foreign G fts and Decorations Act ever exceeds $250. Section
314(a) of Public Law 102 - 90 established the threshold for
financial disclosure of gifts and rei nbursenments as ~ nore than
the m nimal value as established by section 7342(a)(5) of title
5, United States Code, or $250, whichever is greater.'

(c) Exclusions. Reports need not contain any information
about gifts and rei nbursenents to which the provisions of this
section woul d otherw se apply which are received fromrelatives
(see 2634.105(0)) or during a period in which the filer was not
an officer or enployee of the Federal Governnent. Additionally,
any food, |odging, or entertainnent received as ~ personal
hospitality of any individual,'' as defined in 2634.105(k), need
not be reported. See al so exclusions specified in the definitions
of gift and reinbursenent, at 2634.105(h) and (n).

(d) Aggregation exception. Any gift or reinbursenent with a
fair market val ue of $100 or |ess need not be aggregated for
pur poses of the reporting rules of this section. However, the
acceptance of gifts, whether or not reportable, is subject to the
restrictions inposed by Executive Order 12674, as nodified by
Executive Order 12731, and the inplenenting regulations on
st andards of ethical conduct.

Not e: The aggregati on exception for gifts or reinbursenents
with a fair market value of $100 or less will increase if the
definition of mniml value under the Foreign Gfts and
Decorations Act ever exceeds $250. Section 314(a) of Public Law
102 - 90 established the aggregation exception for "~ “any gift
with a fair market value of $100 or |ess, as adjusted at the sane
time and by the sane percentage as the mnimal value is
adj usted'' above $250 pursuant to 5 U S.C. 7342(a)(5).

Exanple 1. An official accepts a print, a pen and penci
set, and a letter opener froma comunity service organi zati on he
has worked with solely in his private capacity. He determnes, in
accordance w th paragraph
(e) of this section, that these gifts are valued as foll ows:



Gft 1 -- Print: $150

Gft 2 -- Pen and pencil set: $105

Gft 3 -- Letter opener: $20

The official nmust disclose Gfts 1 and 2, since together
t hey aggregate $250 or nore in value fromthe sane source. Gft 3
need not be aggregated, because its val ue does not exceed $100.

Exanple 2. An official receives the following gifts froma
si ngl e source:

1. Dinner for two at a local restaurant -- $120.

2. Round-trip taxi fare to neet donor at the restaurant -
- $25.

3. Di nner at donor's city residence -- (value uncertain).

4. Round-trip airline transportation and hotel

accomopdations to visit Epcot Center in Florida - $400.

5. Weekend at donor's country hone, including duck hunting
and tennis match
- - (val ue uncertain).

The official need only disclose Gft 4. Gft 1 falls within
t he exception in 2634.105(h) for food and beverages not consuned
in connection with a gift of overnight lodging. Gfts 3 and 5
need not be disclosed because they fall within the exception for
personal hospitality of an individual. Gft 2 need not be
aggregated and reported, because its value does not exceed $100.

Exanple 3. An official receives free tickets froman outside
source for hinself and his spouse to attend an awards banquet at
a local club. The value of each ticket is $130. Even though this
is a gift which exceeds the $250 threshol d amount for disclosure,
the official need not report it, because of the exception in
2634.105(h) for food and beverages not consuned in connection
wWith a gift of overnight | odging.

Note: Prior to accepting this gift of tickets, the
I ndi vi dual should consult ethics officials at his agency to
det er mi ne whet her standards of conduct rules will permt
accept ance, dependi ng on whether or not the donor is a prohibited
source and the exact nature of the event.

Exanple 4. An official is asked to speak at an out-of-town
nmeeting on a matter which is unrelated to her official duties and
her agency. The round-trip airfare exceeds $250. If the official
pays for the ticket and is then rei nbursed by the organi zation to
whi ch she spoke, she must disclose this rei nbursenment under
paragraph (b) of this section. If the organization sinply



provided the ticket, that nust be disclosed as a gift under
par agr aph
(a) of this section.

(e) Valuation of gifts and rei nbursenments. The val ue to be
assigned to a gift or reinbursenent is its fair market value. For
nost rei mbursenents, this will be the ambunt actually received.
For gifts, the value should be determned in one of the follow ng
manners:

(1) If the gift has been newy purchased or is readily
avail able in the market, the value shall be its retail price. The
filer need not contact the donor, but may contact a retai
establ i shnent selling simlar itens to determi ne the present cost
in the market.

(2) If the itemis not readily available in the market,
such as a piece of art, a handmade item or an antique, the filer
may nmake a good faith estimate of the value of the item

(3) The termreadily available in the market nmeans that an
itemgenerally is available for retail purchase in the
nmetropolitan area nearest to the official's residence.

Exanple 1. Itenms such as a pen and pencil set, letter
opener, |eather case or engraved pen are generally available in
t he market and can be determ ned by contacting stores which sel
like itenms and ascertaining the retail price of each

Exanpl e 2. The value of a dinner at a restaurant can either
be the actual cost of the reported dinners or the approxinate
val ue, based on the posted fare of the restaurant. The filer need
not ask to see the check.

Not e: The market value of a ticket entitling the holder to
attend an event which includes food, refreshnents, entertai nment
or other benefits is the face value of the ticket, which may
exceed the actual cost of the food and ot her benefits.

(f) Waiver rule in the case of certain gifts -- (1) In
general . In unusual cases, a gift as defined in 2634.105(h) need
not be aggregated under this section by public filers, if the
Director of the Ofice of Government Ethics receives a witten
request for and issues a waiver, after determ ning that:

(i) Both the basis of the relationship between the grantor
and the grantee and the notivation behind the gift are entirely
personal ; and

(i1i) No countervailing public purpose requires public
di scl osure of the nature, source, and value of the gift.

(2) Public disclosure of waiver request. If approved, the
cover letter requesting the waiver shall be subject to the public
di scl osure requirenents in 2634.603 of this part.



(3) Procedure. A public filer seeking a waiver under this
paragraph shall submt a request to the Ofice of Governnent
Et hi cs, through his agency. The request shall be made by a cover
| etter which identifies the filer and his position and which
states that a waiver is requested under this section. On an
encl osure to the cover letter, the filer shall set forth:

(i) The identity and occupation of the donor;

(i1i) A statenment that the relationship between the donor and
the filer is entirely personal in nature; and

(i) A statement that neither the donor nor any person or
organi zati on who enpl oys the donor or whom the donor represents,
conducts or seeks business with, engages in activities regul ated
by, or is directly affected by action taken by, the agency
enpl oying the filer. If the procedi ng statenment cannot be made
Wi t hout qualification, the filer shall indicate those
qualifications, along with a statenment denonstrating that he
plays no role in any official action which mght directly affect
t he donor or any organi zation for which the donor works or serves
as a representative.

[57 FR 11808, Apr. 7, 1992; 57 FR 62605, Dec. 31, 1992]
2634. 305 Liabilities.

(a) In general. Each financial disclosure report filed
pursuant to this part, whether public or confidential, shal
Identify and include a brief description of the filer's
liabilities over $10,000 owed to any creditor at any tinme during
the reporting period, and the name of the creditors to whom such
liabilities are owed. For public financial disclosure reports,
the report shall designate the category of value of the
liabilities in accordance with 2634.301(d) of this subpart, using
the greatest anmount owed to the creditor during the period.

(b) Exceptions. The following are not required to be
reported under paragraph (a) of this section:

(1) Personal liabilities owed to a spouse or to the parent,
brother, sister, or child of the filer, spouse, or dependent
chil d;

(2) Any nortgage secured by a personal residence of the
filer or his spouse;

(3) Any |loan secured by a personal notor vehicle, household
furniture, or appliances, provided that the | oan does not exceed
t he purchase price of the itemwhich secures it; and

(4) Any revolving charge account with an outstandi ng
liability which does not exceed $10,000 at the close of the
reporting period.



Exanpl e. An incunbent official has the follow ng debts
out standi ng at the end of the cal endar year:

1. Mort gage on personal residence -- $80, 000.
2. Mort gage on rental property -- $50, 000.

3. VI SA Card -- $1, 000.

4. Master Card -- $11, 000.

5. Loan bal ance of $15,000, secured by fam |y autonobile
purchased for $16, 200.

6. Loan bal ance of $10,500, secured by antique furniture
purchased for $8, 000.

7. Loan from parents -- $20, 000.

The loans indicated in items 2, 4, and 6 nust be discl osed.
Loan 1 is exenpt from di sclosure under paragraph (b)(2) of this
section because it is secured by the personal residence. Loan 3
need not be disclosed under paragraph (b)(4) of this section
because it is considered to be a revolving charge account with an
outstanding liability that does not exceed $10,000 at the end of
the reporting period. Loan 5 need not be discl osed under
paragraph (b)(3) of this section because it is secured by a
personal notor vehicle which was purchased for nore than the
val ue of the |loan. Loan 7 need not be disclosed because the
creditors are persons specified in paragraph (b)(1) of this
secti on.

2634. 306 Agreenents and arrangenents.

Each financial disclosure report filed pursuant to this
part, whether public or confidential, shall identify the parties
to and the date of, and shall briefly describe the terns of, any
agreenment or arrangenent of the filer in existence at any tine
during the reporting period with respect to:

(a) Future enpl oynent;

(b) A leave of absence from enpl oynment during the period of
the reporting individual's Governnent service;

(c) Continuation of paynments by a forner enpl oyer other
than the United States Government; and

(d) Continuing participation in an enpl oyee wel fare or
benefit plan naintained by a former enpl oyer.

2634. 307 CQutside positions.



(a) In general. Each financial disclosure report filed
pursuant to this part, whether public or confidential, shal
Identify all positions held at any tine by the filer during the
reporting period, as an officer, director, trustee, general
partner, proprietor, representative, executor, enployee, or
consul tant of any corporation, conpany, firm partnership, trust,
or ot her business enterprise, any nonprofit organization, any
| abor organi zation, or any educational or other institution other
than the United States.

(b) Exceptions. The foll ow ng need not be reported under
par agr aph
(a) of this section:

(1) Positions held in any religious, social, fraternal, or
political entity; and

(2) Positions solely of an honorary nature, such as those
Wi th an eneritus designation

[57 FR 11808, Apr. 7, 1992; 57 FR 21854, May 22, 1992]

2634. 308 Reporting periods and contents of public financial
di scl osure reports.

(a) Incunbents. Each public financial disclosure report
filed pursuant to 2634.201(a) shall include on the standard form
prescribed by
the Ofice of Governnent Ethics consistent with subpart F of this
part and in accordance with instructions issued by that Ofice, a
full and conplete statenent of the information required to be
reported according to the provisions of subpart C of this part,
for the preceding cal endar year (or for any portion of that year
not already covered by a new entrant or nom nee report filed
under paragraph (b) or (c) of 2634.201), and, in the case of
2634. 306 and 2634. 307, for the additional period up to the date
of filing.

(b) New entrants, nom nees, and candi dates. Each public
financial disclosure report filed pursuant to 2634.201(b), (c),
or (d) shall include, on the standard form prescribed by the
O fice of Governnment Ethics consistent with subpart F of this
part and in accordance with instructions issued by that Ofice, a
full and conplete statenent of the information required to be
reported according to the provisions of subpart C of this part,
except for 2634.303 (relating to purchases, sales, and exchanges
of certain property) and 2634.304 (relating to gifts and
rei mbursenents). The follow ng special rules apply:

(1) Interests in property. For purposes of 2634.301 of this
subpart, the report shall include all interests in property
specified by that section which are held on or after a date which
is fewer than thirty-one days before the date on which the report
is filed.



(2) Incone. For puposes of 2634.302 of this subpart, the
report shall include all inconme itens specified by that section
whi ch are received or accrued during the period begi nning on
January 1 of the preceding cal endar year and ending on the date
on which the report is filed, except as otherw se provi ded by
2634.606 rel ating to updated disclosure for nom nees.

(3) Liabilities. For purposes of 2634.305 of this subpart,
the report shall include all liabilities specified by that
section which are owed during the period beginning on January 1
of the preceding cal endar year and ending fewer than thirty-one
days before the date on which the report is fil ed.

(4) Agreenents and arrangenents. For purposes of 2634. 306
of this subpart, the report shall include only those agreenents
and arrangenents which still exist at the tine of filing.

(5) CQutside positions. For purposes of 2634.307 of this
subpart, the report shall include all such positions held during
the preceding two cal endar years and the current cal endar year up
to the date of filing.

(6) Certain sources of conpensation. Except in the case of
the President, the Vice President, or a candidate referred to in
2634.201(d), the report shall also identify the filer's sources
of conpensation which exceed $5,000 during either of the
precedi ng two cal endar years or during the current cal endar year
up to the date of filing, and shall briefly describe the nature
of the duties perforned or services rendered by the reporting
i ndi vidual for each such source of conpensation. Information need
not be reported, however, which is considered confidential as a
result of a privileged relationship, established by | aw, between
the reporting individual and any person. The report al so need not
contain any information with respect to any person for whom
services were provided by any firmor association of which the
reporting individual was a nenber, partner, or enployee, unless
such individual was directly involved in the provision of such
servi ces.

Exanple. A nonminee who is a partner or enployee of a | aw
firmand who has worked on a matter involving a client fromwhich
the firmreceived over $5,000 in fees during a cal endar year nust
report the nane of the client only if the value of the services
rendered by the nom nee exceeded $5,000. The nanme of the client
woul d not nornmally be considered confidential.

(c) Termnation reports. Each public financial disclosure
report filed under 2634.201(e) shall include, on the standard
form prescribed by the Ofice of Government Ethics consistent
Wi th subpart F of this part and in accordance with instructions
I ssued by that Ofice, a full and conplete statenment of the
information required to be reported according to the provisions
of subpart C of this part, for the period beginning on the | ast
date covered by the nost recent public financial disclosure
report filed by the reporting individual under this part, or on



January 1 of the preceding cal endar year, whichever is |ater, and
ending on the date on which the filer's enpl oynent term nates.

2634. 309 Spouses and dependent chil dren.

(a) Special disclosure rules. Each report required by the
provi sions of either subpart B or subpart | of this part shal
also include the following information with respect to the spouse
or dependent children of the reporting individual:

(1) Incone. For purposes of 2634.302 of this subpart:

(1) Wth respect to a spouse, the source but not the anpunt
of itens of earned incone (other than honoraria) which exceed $1,
000 from any one source; and if itens of earned inconme are
derived froma spouse's self-enploynent in a business or
prof ession, the nature of the business or profession but not the
amount of the earned incone;

(ii) Wth respect to a spouse, the source, and for a public
financial disclosure report the actual anount or val ue, of any
honoraria received by or accrued to the spouse (or paynents nmade
or to be nade to charity on the spouse's behalf in |ieu of
honorari a) which exceed $200 from any one source, and the date on
whi ch the services were provided; and

(i1i1) Wth respect to a spouse or dependent child, the type
and source, and for a public financial disclosure report the
amount or val ue (category or actual anount, in accordance with
2634. 302 of this subpart), of all other inconme exceedi ng $200
fromany one source, such as investnent incone frominterests in
property (if the property itself is reportable according to 2634.
301 of this subpart).

Exanpl e 1. The spouse of a filer is enployed as a teller at
Bank X and earns $23,000 per year. The report must disclose that
t he spouse is enployed by Bank X. The anmpbunt of the spouse's
ear ni ngs need not be disclosed, either on a public or
confidential financial disclosure report.

Exanpl e 2. The spouse of a reporting individual is self-
enpl oyed as a pediatrician. The report must disclose that he is a
physi ci an, but need not disclose the amount of incone, either on
a public or confidential financial disclosure report.

(2) Gfts and reinbursenments. For purposes of 2634.304 of
this subpart, gifts and rei nbursenents received by a spouse or
dependent child which are not received totally independent of
their relationship to the filer.

(3) Interests in property, transactions, and liabilities.
For purposes of 2634.301, 2634. 303 (appllcable only to public
filers), and 2634. 305 of this subpart, all information concerning
property interests, transactions, or liabilities referred to by



t hose sections of a spouse or dependent child, unless the
following three conditions are satisfied:

(i) The filer certifies that the itemrepresents the
spouse's or dependent child' s sole financial interest or
responsibility, and that the filer has no specific know edge
regardi ng that item

(ii) The itemis not in any way, past or present, derived
fromthe incone, assets or activities of the filer; and

(tii) The filer neither derives, nor expects to derive, any
financial or econom c benefit fromthe item

Note: One who prepares a joint tax return with his spouse
Wi Il normally derive a financial or econom c benefit from assets
hel d by the spouse, and will also be charged with know edge of
such items; therefore he could not avail hinmself of this
exception. Likew se, a trust for the education of one's mnor
child normally will convey a financial benefit to the parent. If
so, the assets of the trust would be reportable on a financi al
di scl osure statenent.

(b) Exception. For reports filed as a new entrant, nom nee,
or candi date under 2634.201(b), (c), or (d), or as a new entrant
under 2634.908(b), no information regarding gifts and
rei mbursenents or transactions is required for a spouse or
dependent chil d.

(c) Divorce and separation. A reporting individual need not
report any information about:

(1) A spouse living separate and apart fromthe reporting
i ndividual with the intention of term nating the marriage or
provi ding for permanent separation;

(2) A former spouse or a spouse fromwhomthe reporting
i ndi vidual is permanently separated; or

(3) Any income or obligations of the reporting individual
arising fromdissolution of the reporting individual's marriage
or permanent separation from a spouse.

2634. 310 Trusts, estates, and i nvestnent funds.

(a) In general. (1) Except as otherw se provided in this
section, each financial disclosure report shall include the
information required by this subpart or subpart | of this part
about the holdings of and inconme fromthe hol di ngs of any trust,
estate, investnment fund or other financial arrangenment from which
i ncone is received by, or with respect to which a benefici al
interest in principal or incone is held by, the filer, his
spouse, or dependent child.



(2) No information, however, is required about a nonvested
beneficial interest in the principal or incone of an estate or
trust. A vested interest is a present right or title to property,
which carries with it an existing right of alienation, even
t hough the right to possession or enjoynent nay be postponed to
some uncertain tinme in the future. This includes a future
i nterest when one has a right, defeasible or indefeasible, to the
| medi at e possessi on or enjoynent of the property, upon the
ceasing of another's interest. Accordingly, it is not the
uncertainty of the time of enjoynent in the future, but the
uncertainty of the right of enjoynent (title and alienation),
which differentiates a ~"vested'' and a ~ nonvested ' interest.

(b) Qualified trusts and excepted trusts. (1) Afiler
shoul d not report information about the hol dings of or incone
from hol dings of, any qualified blind trust (as defined in 2634.
403) or any qualified diversified trust (as defined in 2634. 404)

For a qualified blind trust, a public financial disclosure
report shall disclose the category of the aggregate anount of the
trust's incone attributable to the beneficial interest of the
filer, his spouse, or dependent child in the trust. For a
qualified diversified trust, a public financial disclosure report
shal | disclose the category of the aggregate anopunt of incone
Wi th respect to such a trust which is actually received by the
filer, his spouse, or dependent child, or applied for the benefit
of any of them

(2) In the case of an excepted trust, a filer should
i ndicate the general nature of its holdings, to the extent known,
but will not otherwi se need to report information about the
trust's hol dings or incone from holdings. The category of the
aggregat e anount of incone froman excepted trust which is
received by or accrued to the benefit of the filer, his spouse,
or dependent child shall be reported on public financial
di scl osure reports. For purposes of this part, the term
" “excepted trust'' means a trust:

(1) Wich was not created directly by the filer, spouse, or
dependent child; and

(ii) The holdings or sources of income of which the filer,
spouse, or dependent child have no specific know edge through a
report, disclosure, or constructive receipt, whether intended or
i nadvertent.

(c) Excepted investnent funds. (1) No information is
requi red under paragraph (a) of this section about the underlying
hol di ngs of or income from underlying hol dings of an excepted
i nvestment fund as defined in paragraph (c)(2) of this section,
except that the fund itself shall be identified as an interest in
property and/or a source of income. Public financial disclosure
reports must al so disclose the category of value of the fund
i nterest hel d; aggregate anount of income fromthe fund which is
received by or accrued to the benefit of the filer, his spouse,



or dependent child; and value of any transactions involving
shares or units of the fund.

(2) For purposes of financial disclosure reports filed
under the provisions of this part, an " excepted investnent
fund'' neans a widely held investnent fund (whether a mnutual
fund, regul ated investnent conpany, common trust fund mai ntained
by a bank or simlar financial institution, pension or deferred
conpensation plan, or any other investnent fund), if:

(i)(A) The fund is publicly traded or avail able; or
(B) The assets of the fund are widely diversified; and

(ii) The filer neither exercises control over nor has the
ability to exercise control over the financial interests held by
the fund.

(3) Afund is widely diversified if it holds no nore than
5% of the value of its portfolio in the securities of any one
i ssuer (other than the United States Governnent) and no nore than
20% i n any particul ar econom c or geographic sector.

[57 FR 11808, Apr. 7, 1992; 57 FR 21854, My 22, 1992]
2634. 311 Special rules.

(a) Political campaign funds. Political canpaign funds,
i ncl udi ng canpai gn recei pts and expenditures, need not be
included in any report filed under this part. However, if the
i ndi vidual has authority to exercise control over the fund's
assets for personal use rather than canpaign or politica
pur poses, that portion of the fund over which such authority
exi sts nust be reported.

(b) Certificates of Divestiture. Each public financial
di scl osure report required by the provisions of this part shal
identify those sal es which have occurred pursuant to a
Certificate of Divestiture during the period covered by such
report. See subpart J of this part for the rules relating to the
i ssuance of such Certificates.

(c) Reporting standards. (1) In lieu of entering data on a
schedul e of the report form designated by the Ofice of
Government Ethics, a filer may attach to the reporting forma
copy of a brokerage report, bank statenment, or other material,
whi ch, in a clear and concise fashion, readily discloses al
i nformati on which the filer would otherw se have been required to
enter on the schedul e.

(2) In lieu of reporting the category of anmount or val ue of
any itemlisted in any public financial disclosure report filed
pursuant to this part, a filer may report the actual dollar
amount of such item



Subpart D -- Qualified Trusts
Source: 57 FR 11814, Apr. 7, 1992, unless otherw se noted.
2634. 401 Ceneral considerations.

(a) Statutory standards governing qualified trusts -- (1)
Types of qualified trusts and their relationshp to conflict of
interest laws. The Ethics in Governnent Act of 1978 created, and
provi ded special public financial disclosure requirenments for,
two types of qualified trusts, It was envisioned that the use of
t hose trusts by Governnent enpl oyees woul d reduce the real and
apparent conflicts of interest which mght arise between the
financial interests held by those enployees (or attributable to
them) and their official responsibilities.

(i) Interested party neans a CGovernnent enployee, his
spouse, any mnor or dependent child, and their representatives
in any case in which the enpl oyee, spouse, or child has a
beneficial interest in the principal or incone of a trust
proposed for certification or certified.

(1i) Qualified blind trust. The nost universally adaptabl e
qualified trust is the qualified blind trust, defined in 2634.
403 of this subpart. Atrust is considered to be "~ blind ' only
Wi th regard to those trust assets about which no interested party
has know edge. Wen an interested party originally places assets
in trust, that party still possesses know edge about those
assets. Those original assets remain financial interests of the
Government official for purposes of 18 U . S.C. 208 or for any
ot her Federal conflict of interest statutes or regul ations, until
the trustee notifies the official either that a particul ar
ori gi nal asset has been disposed of or that the asset's value is
| ess than $1000. If the trustee sells or disposes of original
trust assets and then uses the proceeds to acquire new trust
hol di ngs, or if the trustee reinvests trust incone to acquire new
trust holdings, a "blind "' trust exists for those new hol di ngs
because the interested parties possess no information about the
new y acquired assets. The holdings of a "~ "blind' trust are not
classified as financial interests of the Governnent official for
pur poses of 18 U.S.C. 208 or for any other Federal conflict of
I nterest statutes or regul ations.

(i) Qualified diversified trust. The second type of
qualified trust established by the Act is the qualified
diversified trust, defined in 2634.404 of this subpart. Anobng
ot her requirenents, a trust is considered to be " “diversified
if it can be denmonstrated, to the satisfaction of the Director of
the O fice of Governnent Ethics, pursuant to 2634.404(b), that
the trust assets conprise a widely diversified portfolio of
readi |y marketable securities, and do not initially include the
securities of any entities having substantial activities in the
sane area as the Governnent official's prinmary area of
responsi blity. The trust holdings are never classified as
financial interests of the Governnent official for purposes of 18



U S.C. 208 or for any other Federal conflict of interest statutes
or regul ations.

(2) Independence of trustees and other fiduciaries. Under
the Act and 2634.406 of this subpart, those entities that are
aut hori zed by the Act or by the trust instrunent to nmanage the
assets of, and to control and adm nister, either a qualified
blind or a qualified diversified trust nmust be independent, in
fact and in appearance, fromthose parties who hold benefici al
interests in the trust.

(1) The independence of trustees is facilitated by limting
the entities which may serve in this capacity to certain
financial institutions.

(i) I'n addition to the trustee, the Act extends the
I ndependence requirenent to other entities which manage trust
assets or administer the trust, including officers and enpl oyees
of the trustee, any other entity designated in the trust
instrument to performfiduciary duties on behalf of the trust,
and the officers and enpl oyees of any other entity that is
i nvol ved in the managenent or control of the trust, such as
I nvest ment counsel, investnent advisers, accountants, or tax
preparers and their assistants.

(i) Those entities governed by the Act will be considered
““independent'' for purposes of this subpart if, anmong ot her
requirenents, the entities are not affiliated with, associ ated
Wi th, related to, or subject to the control or influence of, any
of the parties that hold a beneficial interest in the trust.

(3) Conmunications betweeen trust adm nistrators and
i nterested parties. For purposes of Federal ethics | aws, the nost
i nportant feature of those qualified trusts that are recogni zed
under the Act is the separation which those trusts foster between
parties with beneficial interests in the trust and entities which
manage trust assets and administer the trust instrument. Once a
qualified trust has been certified, the beneficiaries and their
representatives are expressly prohibited fromcomenting directly
to the trustee about matters relating to asset managenent and
trust holdings, or to trust admnistration and activities.
Li kewi se, the trustee nmust make investnent decisions for the
trust without consulting, or being controlled by, interested
parties, and the trustee is prohibited frominform ng interested
parties directly about trust activities, except to the |limted
extent required under the Act. The Act requires the trustee to
provide trust beneficiaries with certain standard periodic
reports. Beyond recei pt of these standard reports, trust
beneficiaries are prohibited fromactively attenpting to obtain,
and from passively but knowningly obtaining, directly or
indirectly, any additional information which the Act prohibits
beneficiaries fromobtaining, including information about trust
hol di ngs and activities. Finally, instruments creating qualified
trusts nust require interested parties and trustees to nake al
perm ssi bl e communi cations relating to the trust and to its



assets in witing, with the prior witten approval of the
Director of the Ofice of Government Ethics. Sections 2634. 403 -
2634. 405 and 2634.407 of this subpart contain standards

i npl emrenting these restrictions.

(4) Trust and beneficiary taxes. For tax purposes, because
atrust is a separate entity distinct fromits beneficiaries, a
trustee must file an annual fiduciary tax return for the trust
(IRS Form 1041). In addition, the trust beneficiaries nust report
i ncome received fromthe trust on their individual tax returns.
The Act establishes special filing procedures to be used by the
trustee and trust beneficiaries in order to maintain the
subst anti ve separation between trust beneficiaries and trust
adm ni stration. For beneficiaries of qualified blind trusts, the
trustee sends a Schedule K
- 1 form summari zing trust inconme in appropriate categories to
enabl e the beneficiaries to file individual tax returns. For
beneficiaries of qualified diversified trusts, the statute
requires the trustee to file the individual tax returns on behalf
of the trust beneficiaries. The beneficiaries nust transmt to
the trustee materials concerning taxable transacti ons and
occurrences outside of the trust, pursuant to the requirenents in
each trust instrument which detail this procedure.

(b) Policy considerations and objectives underlying the
qualified trust program (1) Prior to enactnment of the Act's
qualified trust provisions, there was no accepted definition of a
properly formulated blind or diversified trust. However, there
was general agreenent that the use of blind or diversified trusts
often reduced the potential for conflicts of interest. If
Gover nnment enpl oyees do not know the exact identity, nature, and
extent of their financial interests, then the enpl oyees cannot be
i nfluenced in the perfornmance of their official duties by those
interests. Their official actions, under these circunstances,
should be free fromcollateral attack arising out of real or
apparent conflicts of interest. Therefore, the nost significant
obj ective to be achieved through the use of a blind trust is the
| ack of knowl edge, or actual "~ blindness,'' by a Governnent
official with respect to the holdings in his trust. The sanme goal
may be achi eved through the use of a diversified trust, if that
trust holds securities fromdifferent issuers in different
econom ¢ sectors, and if the trust's interest in any one issuer
is limted. Under these conditions, it is unlikely that official
actions taken by the Governnment enpl oyee who hol ds a benefici al
interest in the trust would affect individual securities to such
a degree that the overall value of the trust's portfolio would be
materially enhanced. Thus, wi de diversification is tantanmount to
actual "~ blindness."’

(2) Because, for the trusts certified under the provisions
of this subpart D, the Governnent official is or will becone
blind to the identity and nature of his actual trust hol dings,
the reporting requirenments of section 102(f)(1) of the Act and
subparts C or | of this part, which generally require Governnment
filers to disclose the contents of a trust's portfolio, do not



apply. See 2634.310 of this part. Further, as discussed in
paragraphs (a)(1) (ii) and (iii) of this section, 18 U S.C. 208
and ot her Federal conflict of interest |aws do not generally
apply to the holdings of qualified trusts, except in the case of
the original assets transferred to a qualified blind trust until
notice that a particular original asset has been di sposed of or
that the asset's value is bel ow $1, 000.

(c) Qualified trust provisions of the regulation. This
subpart D prescribes standards which inplenent the statutory
requi renents and policy objectives underlying the Act's qualified
blind and diversified trust provisions. The Ofice of Governnent
Ethics will apply the standards of this subpart to specific
cases.

(1) dassification as a qualified trust. In order to be
classified as a qualified trust for purposes of the Act, blind
and diversified trusts nust satisfy the follow ng three
requirenents:

(i) The trust docunment must conformto announced standards.
As provi ded under 2634.403(b) for blind trusts and 2634. 404(c)
for diversified trusts, the trust document nust conformto the
nodel trust instrunents which are drafted and distributed by the
O fice of Government Ethics for use by interested parties when
drafting their trust arrangenents. Prior to certifying a trust
under 2634.405 of this subpart, as discussed in paragraph (c)(1)
(iii) of this section, the Ofice of Governnent Ethics nust
approve every proposed trust docunent. In addition to other
required provisions, the trust instrunent nust contain | anguage
whi ch i npl enents the comunications restrictions discussed in
paragraph (a)(3) of this section. By requiring interested
parties, trustees, and other signatories to the trust instrunment
to include conmuni cations provisions, these regul ati ons conpel
the signatories diligently to safeguard agai nst inadvertent
di scl osures of precluded information to the interested parti es.

(1i) Truly independent fiduciaries. As discussed in
paragraph (a)(2) of this section, the fiduciaries in charge of
adm ni steri ng and managi ng the assets of a qualified trust nust
be actually and apparently independent of the parties who hold
beneficial interests in the trust, and of their representatives.
To ensure such independence, 2634.406 of this subpart limts the
range of perm ssible fiduciaries. Before a trust may be
classified as a qualified blind or diversified trust, the
Director of the Ofice of Government Ethics nust conclude, in his
j udgnent, that the trust fiduciaries nanmed in the trust
I nstrument satisfy the standards for independence contained in
2634.406 of this subpart.

(tii) Certification by the Ofice of Governnent Ethics.
Before a trust nmay be classified as a qualified blind or
diversified trust, the Director of the Ofice of Government
Et hics nust certify, in accordance with the standards and
procedures established in 2634.405 of this subpart, that the



trust nmeets the requirenents of section 102(f) of the Act and of
this subpart, that certification is in the public interest, and
that certification is consistent with the policies established by
t hese provisions and by other applicable | aws and regul ati ons.
This certification is essential so that the Ofice can ensure, in
advance that the proposed trust arrangenent satisfies the
establ i shed st andar ds.

(2) Certification of pre-existing trusts. Normally, those
trusts certified as qualified trusts by the Director of the
O fice of Governnment Ethics under 2634.405 of this subpart are
newy created trust arrangenents, fornulated in accordance with
est abl i shed standards by representatives of the interested
parties in consultation with the Ofice of Governnent Ethics.
However, the Director may certify a pre-existing trust as a
qualified blind or qualified diversified trust under 2634. 403
(blind) or 2634.404 (diversified) if he determ nes that such
action is appropriate and is sufficient to ensure conpliance with
applicabl e | aws and regul ati ons. The pre-existing trust proposed
for certification nust neet both the generally applicable trust
requi renents, and several special requirenments contained in 2634.
405(c) of this subpart, including that all of the parties to the
original trust agree to adm nister the trust in accordance with
the requirenents of this subpart. The pre-existing trust nay be
certified only if all of the conditions of this subpart are
fulfilled, and if the requisite confidentially can be assured
Wi th respect to the trust.

(3) Reporting requirenents. Once a trust is classified as a
qualified blind or qualified diversified trust in the manner
di scussed under paragraph (c)(1) of this section, 2634.310(b)
applies less inclusive financial disclosure requirenents to the
trust assets.

(4) Sanctions and enforcenment. Section 2634. 702 provides
civil sanctions which apply to any Government official or trust
fiduciary who violates his obligations under the Act, its
i npl ementing regulations, or the trust instrunment. In addition,
the Ofice of Governnent Ethics has authority under the Act to
| npose appropriate adm nistrative or other sanctions. Subpart E
of this part delineates the procedure which nust be followed with
respect to the revocation of trust certificates and trustee
approval s.

(d) Drafting and inplenentation of the qualified trust
i nst rument .
(1) The overview of the qualified trust program contained in
this section cannot anticipate every concern or question, or
di scuss every scenario which mght arise in the course of
formul ating and inplenmenting a qualified trust instrunment. The
O fice of Governnment Ethics should be contacted by an interested
party or by his professional representatives if the Act, the
| npl ementing regul ations, and the trust instrunent itself do not
provi de gui dance in a particul ar instance.



(2) No trust will be considered “qualified ' for purposes
of the Act until the Ofice of Governnent Ethics certifies the
trust prior to execution. The Ofice of Governnent Ethics nmakes
avai |l able to attorneys nodel trust agreenents for use in drafting
proposed trust agreenents which are to be submtted to the Ofice
for certification. Attorneys are cautioned to consider each nodel
provision in light of the circunstances presented by the
particul ar case, and to nodify provisions to the extent that such
nodi fications are necessary or appropriate. Attorneys should not
rely uncritically upon the | anguage of the nodel agreenents.
However, many of the nodel provisions inplenment the m nimum
requi rements which nmust be contained in any trust instrunent
certified by the Ofice. Certificates of |Independence for
fiduciaries nust be executed in the formindicated in appendix A
of this part.

(3) The Ofice of Governnent Ethics does not draft trust
instruments for use in individual cases. However, its staff is
always willing to cooperate with attorneys and to make its
experience available to themin devel opi ng appropriate trust
i nstruments which satisfy applicable Federal |aws, Executive
orders and regulations. If the use of a qualified trust is
contenplated in a particular case, it is strongly recommended
that the interested parties or their representatives contact the
O fice of Government Ethics as early as possible.

(4) Prior to trust certification, prospective trustees or
their representatives should schedule with the staff of the
O fice of Government Ethics an appointnment for an orientation to
t he specialized requirenents and procedures which have been
est abli shed by the Act and the regulations with respect to
qualified trust adm nistration.

2634. 402 Special notice for advice-and-consent nom nees.

(a) In general. In any case in which the establishnent of a
qualified diversified trust is contenplated with respect to a
reporting individual whose nom nation is being considered by a
Senate commttee, that individual shall informthe commttee of
the intention to establish a qualified diversified trust at the
time of filing a financial disclosure report with the committee.

(b) Applicability. The rule of this section is not
applicable to nmenbers of the uniforned services or Foreign
Service officers. The special notice requirenent of this section
shal | not preclude an individual from seeking the certification
of a qualified blind trust or qualified diversified trust after
the Senate has given its advice and consent to a nom nation.

2634. 403 Qualified blind trusts.

(a) Definition. A qualified blind trust is a trust in which
the filer, his spouse, or his mnor or dependent child has a
beneficial interest, which is certified pursuant to 2634. 405 of
this subpart by the Director of the Ofice of Government Ethics,



and which includes in the trust instrunment in the provisions
requi red by paragraph (b) of this section, and has an i ndependent
trustee as defined in 2634.406 of this subpart. See section 102
(f)(3) of the Act.

(b) Required provisions. The instrunent which establishes a
blind trust nust adhere substantively to nodel drafts circul ated
by the O fice of Governnent Ethics, and nust provide that:

(1) The primary purpose of the blind trust is to confer on
t he i ndependent trustee and any ot her designated fiduciary the
sole responsibility to adm nister the trust and to manage trust
assets without the participation by, or the know edge of, any
interested party. This includes the duty to decide when and to
what extent the original assets of the trust are to be sold or
di sposed of and in what investnments the proceeds of sale are to
be reinvest ed;

(2) The trustee and any other designated fiduciary in the
exercise of their authority and discretion to nanage and contr ol
the assets of the trust shall not consult or notify any
i nterested party;

(3) None of the assets initially placed in the trust's
portfolio shall include assets the hol ding of which by any
I nterested party woul d be prohibited by the Act, by the
i npl emrenting regul ati ons, or by any ot her applicable Federal [|aw,
Executive order, or regul ation;

(4) Any portfolio asset transferred to the trust by an
interested party is free of any restriction with respect to its
transfer or sale, except as fully described in schedul es attached
to the trust instrument, and as approved by the Director of the
O fice of Governnent Ethics;

(5) During the termof the trust, the interested parties
shal | not pl edge, nortgage, or otherw se encunber their interests
in the property held by the trust;

(6) The trustee shall pronmptly notify the filer and the
Director of the Ofice of Governnment Ethics when any particul ar
asset transferred to the trust by an interested party has been
conpl etely di sposed of or when the value of that asset is reduced
to | ess than $1, 000;

(7) The trustee or his designee shall prepare the trust's
i ncome tax return. Under no circunstances shall the trustee or
any ot her designated fiduciary disclose publicly, or to any
interested party, the trust's tax return, any information
relating to that return except for a summary of trust income in
categori es necessary for an interested party to conplete his
i ndi vidual tax return, or any information which m ght
specifically identify current trust assets, or those assets which
have been sold or disposed of fromtrust hol dings, other than



information relating to the sale or disposition of original trust
assets under paragraph (b)(6) of this section;

(8 An interested party shall not receive any report on
trust hol di ngs and sources of trust incone, except that the
trustee shall, wthout identifying specifically any asset or
hol di ng:

(1) Report quarterly the aggregate market value of the
assets representing the interested party's interest in the trust;

(i1i) Report the net income or loss of the trust, and any
ot her information necessary to enable the interested party to
conplete his individual income tax return; and

(i1i1) Report annually, for purposes of section 102(a)(1)(B)
of the Act, the aggregate anmount of the trust's incone
attributable to the interested party's beneficial interest in the
trust, categorized in accordance with 2634.302(b);

(9) There shall be no direct or indirect conmunication with
respect to the trust between an interested party and the
i ndependent trustee or any other designated fiduciary with
respect to the trust unless:

(1) Such comrunication is in witing, with the prior
written approval of the Director of the Ofice of Governnent
Ethics and is filed with the Director in accordance with 2634.
408(c) of this subpart; and

(i) It relates only:

(A) To the request for a distribution fromthe trust, which
does not specify whether the distribution shall be made in cash
or in kind;

(B) To the general financial interest and needs of the
i nterested party including, but not limted to, a preference for
maxi m zing current income or long-termcapital appreciation;

(C© To notification of the trustee by the interested party
that the interested party is prohibited by subsequently
appl i cabl e statute, Executive order, or regulation from hol di ng
an asset, and to directions to the trustee that the trust shal
not hold that asset; or

(D) To instructions to the trustee to sell all of an asset
which was initially placed in the trust by an interested party,
and which, in the determnation of the filer creates a real or
apparent conflict due to duties subsequently assuned by the filer
(but the filer is not required to give such directions);

Note: By the ternms of paragraph (3)(C)(vi) of section 102
(f) of the Act, comrunications which solely consist of requests
for distributions of cash or other unspecified assets of the



trust are not required to be in witing. Further, there is no
statutory mechani smfor pre-screening of proposed communi cati ons.
However, experience of the Ofice of Government Ethics over the
years dictates the necessity of prohibiting any oral
conmruni cati ons between the trustee and an interested party with
respect to the trust and pre-screening all proposed witten
conmuni cations, to prevent inadvertent prohibited comuni cations
and preserve confidence in the Federal qualified trust program
Accordi ngly, under its authority pursuant to paragraph (3)(D) of
section 102(f) of the Act, the Ofice of Governnment Ethics wll
not approve proposed trust instrunents which do not contain

| anguage conforming to this policy, except in unusual cases where
conpel ling necessity is denponstrated to the Director, in his sole
di scretion.



