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REAUTHORIZATION OF THE OFFICE OF
GOVERNMENT ETHICS

WEDNESDAY, AUGUST 4, 1999

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON THE CIVIL SERVICE,
CoMMITTEE ON GOVERNMENT REFORM,
Washington, DC.

The subcommittee met, pursuant to notice, at 10:10 a.m., in room
2247, Rayburn House Office Building, Hon. Joe Scarborough (chair-
man of the subcommittee) presiding.

Present: Representatives Scarborough and Cummings.

Staff present: George Nesterczuk, staff director; Ned Lynch, pro-
fessional staff member; John Cardarelli, clerk; Garry Ewing, coun-
sel; Jennifer Hemingway, legislative assistant/scheduling; Tania
Shand, minority professional staff member; and Earley Green, mi-
nority staff assistant.

Mr. ScArRBOROUGH. I'd like to call this hearing to order and wel-
come you all. I would certainly like to thank our witnesses for com-
ing and speaking today. | apologize for the delay. Actually, I was
walking down the hall and had on my card that this is in 2203.
I stopped Mr. Cummings, our distinguished ranking member, and
I dutifully told him he was going in the wrong direction so we en-
joyed the first few minutes of John Mica's subcommittee hearing
and then decided to come over here to the correct room. So | fol-
lowed Mr. Cummings and will do so in the future, possibly even on
issues like long-term care. 1 have more confidence in you this
morning than myself.

Again, thank you for coming. We're going to be conducting a
hearing now to review the operations of the Office of Government
Ethics in preparation for our legislation to reauthorize the agency.
This Nation has always recognized that the character of our high-
est elected officials is vital to the success of our representative gov-
ernment. That goes for our appointed officials also. A periodic re-
view of the works of the office established to enforce the ethical
standards of Federal service permits us to assess our progress in
complying with the intentions and the spirit of the ethics laws.

The Office of Government Ethics, a small but very well respected
agency, promulgates policies and ethical standards that are imple-
mented by a network of more than 120 designated agency ethics of-
ficers. It also provides training and educational programs through
more than 8,500 employees who conduct ethics training to provide
guidance to employees throughout the government. Most of these
employees work in agency counsels’ offices and perform their ethi-
cal responsibilities as collateral duties related to other work.
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The Ethics in Government Act relies heavily upon financial dis-
closure requirements to guard against conflicts of interest. Senior
officials are expected to disclose their assets and recuse themselves
from decisions that might provide even an appearance of conflicts
of interest. The act also restricts the work that government employ-
ees can perform after they leave office. As our witnesses will testify
today, these conditions are meant to have a serious effect on gov-
ernment employment, particularly at the highest levels.

It is not clear, however, that our ethics rules have produced more
ethical government. Our current President pledged as a candidate
that he would have “the most ethical administration in history.”
When he entered office, he issued an Executive order tightening
the post-employment restrictions on people who would serve in his
administration. Our experience with this administration, however,
forces us to question whether financial disclosure and post-employ-
ment restrictions are adequate to address problems associated with
integrity in our public officials. The list of this administration’s
questionable practices is too long to ignore and they will go well be-
yond the use of the White House for improper campaign fund rais-
ing. Unfortunately, it is not clear that all of the administration’s
actions are prohibited by current law. As we continue reauthorizing
the Office of Government Ethics, we should examine whether some
of those practices warrant changes in the underlying laws that we
have now.

For example, the administration’s Health Care Task Force in-
cluded many “special government employees.” These people contin-
ued to work and receive compensation from private organizations
that had substantial interests in the outcome of the task force'’s
policy recommendations. Their activities raised much controversy
concerning conflicts of interest.

Then there were the so-called volunteers working in the White
House, more than half of whom were actually on the payroll of the
Democratic National Committee while working in the White House.
Others worked at the White House while on the payroll of various
special interest groups.

Finally, we have the example of John Huang. This political fund-
raiser received more than $700,000 from his former employer, the
Lippo Group, before taking a position in the International Trade
Administration at the Department of Commerce. Do large sever-
ance payments from former employers prior to government employ-
ment give the appearance of a conflict of interest or at least raise
a specter of doubt?

In addition to these issues, we should also consider whether the
sanctions associated with violations of current law are adequate to
deter and/or punish unethical conduct in office. The Office of Gov-
ernment Ethics currently refers criminal violations to the Depart-
ment of Justice, which has primary responsibility for any prosecu-
tions. Has this avenue of prosecution been adequate?

These questions appear simple, but they arise because even the
careful design of previous legislation did not address all of the po-
tential areas of public concern. | do not anticipate a comprehensive
review of the alleged improprieties, but | believe our reauthoriza-
tion of this agency should at least address the concerns that we
have developed from our recent experience.
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Obviously | think that makes all of us stronger whether we're
talking about looking at a Republican administration or a Demo-
cratic administration, whether we're talking about this current ad-
ministration or administrations in the future.

Our witnesses today are Mr. Stephen D. Potts, the Director of
the Office of Government Ethics. He is now serving his second 5-
year term and that term will expire in June of next year. Our sec-
ond witness today is Mr. Gregory S. Walden. Mr. Walden is cur-
rently counsel at the firm of Patton Boggs, but he was invited to
serve as a witness today because of his role in overseeing Ethics
in Government Act compliance as associate counsel to President
Bush. He has since continued studies related to the Ethics in Gov-
ernment Act and published a book on the topic entitled “Our Best
Behavior.”

And with that, |1 would like to turn it over to Mr. Cummings for
any comments he may have.

[The prepared statement of Hon. Joe Scarborough follows:]
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Oversight Hearing on the Reauthorization of the Office of Government Ethics

August 4, 1999

This hearing is being conducted to review the operations of the Office of Government
Ethics in preparation for our legislation to reauthorize the agency. This nation has always
recognized that the character of our highest elected and appointed officials is vital to the success
of representative government. A periodic review of the workings of the Office established to
enforce the ethical standards of federal service permits us to assess our progress in complying
with the intentions and the spirit of the ethics laws.

The Office of Government Ethics, a small but well-respected agency promulgates policies
and ethical standards that are implemented by a network of more than 120 Designated Agency
Ethics Officers. It also provides training and educational programs through more than 8,500
employees who conduct ethics training and provide guidance to employees throughout the
government. Most of these employees work in agency counsels’ offices and perform their ethics
responsibilities as collateral duties related to other work.

The Ethics in Govermment Act relies heavily upon financial disclosure requirements to
guard against conflicts of interest. Senior officials are expected to disclose their assets, and
recuse themselves from decisions that might provide even an appearance of conflicts of interest.
The Act also restricts the work that govemment employees can perform after they leave office.

As our witnesses will testify today, these conditions are meant to have a serious effect on
govermnment employment, particularly at the highest levels. It is not clear, however, that our
ethics rules have produced more ethical government. President Clinton pledged, as a candidate,
that he would have “the most ethical administration in history.” When he entered office, he
issued an executive order tightening the post-emplovment restrictions on people who would
serve in his administration. Our experience with this Administration, however, forces us to
question whether financial disclosure and post employment restrictions are adequate to address
problems associated with integrity in our public officials.
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The list of this Administration’s questionable practices is too long to ignore, and they go
well bevond the use of the White House for illegal campaign fundraising, Unfortunately, it is not
clear that al of this Administration’s unsavory actions are prohibited by current law. Aswe
consider reauthonizing the Office of Government Ethics, we should examine whether some of
those practices warrant changes in the underlying law.

For example, the Administration’s Health Care Task Force included many “special
government employees.” These people continued to work -- and receive compensation from —
private organizations that had substantial interests in the outcome of the Task Force’s policy
recommendations. Their activities raised much controversy concerning conflicts of interest.

Then there wers the many so-called “volunteers,” working in the White House. More
than half of whom, were actually on the payroll of the Democratic National Committee while
working in the White House. Others worked at the White House while on the payroll of various
special interest groups.

Finally, we have the example of John Huang. This political fundraiser received more
than $700,000 from his former employer, the Lippo Group, before taking a position in the
Imermational Trade Administration at the Dep of Commerce. Do large severance
payments from former employers prior to govemment employment give the appearance of a
conflict of interest, or at least raise a specter of doubt?

In addition to these issues, we should also consider whether the sanctions associated with
violations of current law are adequate to deter and/or punish unethical conduct in office. The
Office of Government Ethics currently refers criminal violations to the Department of Justice,
which has primary responsibility for any prosecutions. Has this avenue of prosecution been
adequate?

These questions appear simple, but they arise because even the careful design of previous
legislation did not address all of the potential areas of public concern. Ido not anticipate a
comprehensive review of alleged improprieties, but [ believe that our reauthorization of this
agency should address the concerns that we have developed from recent experience.

Our witnesses today are Mr. Stephen D. Potts, the Director of the Office of Government
Ethics. He is now serving his second five year term, and that term will expire in June of next
year. Our second witness today is Mr. Gregory S. Walden. Mr. Walden is currently of counsel
at the Jaw firm Patton Boggs, but he was invited to serve as a witness today because of bis role in
overseeing Ethics in Government Act compliance as Assoctate Counsel to President Bush. He
has since continued studies related to the Ethics in Government Act, and published 2 book on the
topic entitled, Our Best Behavior.
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Mr. CuMMINGS. Mr. Chairman, | appreciate your convening this
hearing on the Office of Government Ethics. It's been a number of
years since the subcommittee has held an oversight hearing on
OGE and it is prudent that we establish a record of how the agency
is operating. OGE’s mission is not only to prevent and resolve con-
flicts of interest and to foster high ethical standards for Federal
employees but also to strengthen the public’s confidence that the
government’s business is conducted with impartialialty and integ-
rity. OGE does this by reviewing and certifying the financial disclo-
sure forms filed by Presidential nominees requiring Senate con-
firmation, serving as a primary source of advice, and counseling on
conduct and financial disclosure issues and by providing informa-
tion on and promoting understanding of ethical standards and ex-
ecutive agencies. OGE and its staff are well regarded by Federal
agencies with whom they do business.

Mr. Gregory Walden, who will be testifying before us shortly,
stated in his prepared remarks that OGE has played an essential
and significant role in fostering the public’s trust in the integrity
of government. OGE has performed exceptionally well and deserves
to be reauthorized, and | am sure that the rest of the day’s testi-
mony will prove that to be the case. There is no question that Mr.
Stephen Potts has done an outstanding job along with his staff,
and we thank you for your service.

I look forward to hearing from all of today’s witnesses regarding
OGE'’s reauthorization. Thank you.

Mr. ScARBOROUGH. If | could ask our witnesses to stand so we
can administer the oath.

[Witnesses sworn.]

Mr. ScARBOROUGH. Thank you. Be seated.

Why don't we go ahead and start with Director Potts.

STATEMENT OF STEPHEN D. POTTS, DIRECTOR, OFFICE OF
GOVERNMENT ETHICS, ACCOMPANIED BY MARILYN GLYNN,
GENERAL COUNSEL

Mr. PoTTs. Thank you very much, Mr. Scarborough. Mr. Chair-
man and members of the subcommittee, first of all let me just ac-
knowledge the presence of Mr. Greg Walden. He's been a colleague
over the years. We've continued to enjoy working with him from
time to time and have great respect for what knowledge and infor-
mation he has brought to the ethics community. We're very happy
that even though he’s in the private sector, that he continues to do
so.

I want to thank you for the opportunity to appear today to dis-
cuss the reauthorization of the Office of Government Ethics. And
I will keep my remarks brief. And | request the subcommittee to
include my formal statement as part of the hearing record.

Mr. ScarRBOROUGH. Without objection, so ordered.

Mr. PoTTs. With me today is OGE’s General Counsel, Marilyn
Glynn.

The 3 years since our last reauthorization have passed quickly
and for OGE we believe very productively. I'd like to take this op-
portunity to review briefly some of our accomplishments during
these last 3 years.
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Over 2 years ago to enhance our program capabilities, we reorga-
nized our Office of Education and created a new Office of Agency
Programs with three separate divisions. One was education and
program services. Two was financial disclosure and the third was
program review. This reorganization committed more resources to
OGE's education and training functions. OGE now provides more
direct service to agencies through our desk officer program and we
have developed employee training materials such as a computer-
based ethics game, pamphlets, and new video training tapes. We've
also provided new courses designed for the education of ethics offi-
cials, including conference style workshops for ethics officials out in
the various regions of the United States.

In addition, our program reviews have focused not only on deter-
mining if reviewed agencies were maintaining their programs prop-
erly but also on finding and sharing best practices of agencies in
carrying out the various elements of their programs which we could
then in turn share with the other agencies of the Federal Govern-
ment.

Over the past 3 years to implement the ethics program and serve
the ethics community, OGE has made more effective use of techno-
logical advances. We've developed a website for easy dissemination
of information to the ethics program community, to employees and
to the public. In addition, we've developed a CD—Rom containing all
of the basic resource and reference material important to the pro-
gram. We've developed software that is used in the completion of
the confidential financial disclosure forms filed by over 250,000 em-
ployees in the executive branch, and we're in the process of devel-
oping the software necessary for the completion of the public finan-
cial disclosure reports, which of course are filed by a far smaller
universe of filers.

Recently as the United States and other countries and organiza-
tions have focused on the effect of corruption on governments and
economies throughout the world, we have been called upon by U.S.
foreign policy agencies to provide technical assistance regarding the
elements of a corruption prevention program as one part of the gov-
ernment’s overall anticorruption efforts. In response to requests
from these agencies and also from foreign countries and multi-
national organizations for information about our program, we have
met with more than 550 visitors from over 55 countries in our of-
fices. And we've also as personnel time permitted and usually with
the financial support of U.S. foreign policy entities, participated in
anticorruption programs held abroad.

Over the past 3 years, OGE has continued to devote a substan-
tial amount of our resources to our ongoing programs. We've con-
tinued to review and certify the financial disclosure forms filed by
Presidential nominees requiring Senate confirmation and serve as
the primary authority on conduct and financial disclosure issues.

During these past 3 years, we handled 724 nominee forms and
approximately 3,000 annual and termination financial reports. In
addition, we continue to provide interpretive guidance on the crimi-
nal conflict of interest statutes and to review and update our regu-
lations for the standards of conduct.

As you know, earlier this year our office sent draft legislation re-
questing an 8-year reauthorization. We hope that you'll favorably
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consider our proposal and our desire that future authorizations not
expire during the first or fourth years of a Presidential term. Our
programmatic responsibilities in the areas of nominee financial dis-
closure reviews and transition post employment advice places a
greater strain on our resources during those particular years, the
first and fourth years of a Presidential term. Consequently, we be-
lieve it's more helpful for us and for Congress for our reauthoriza-
tion review to occur outside those 2 years.

Now, it's true that a 3 or 4-year period of authorization would
avoid the problematic first and fourth years of a Presidential ad-
ministration, but we believe there are good reasons to authorize
OGE for 7 or 8 years. First, our track record over the past 20 years
of existence. | think that we have shown during those 20 years that
this organization has operated in a nonpartisan and a very profes-
sional and effective way. So | think that’s one reason to reauthorize
this office for 7 or 8 years.

Second, | think this is a very fundamental program. This is not
some program that should run out. There are a lot of programs
that sort of have their day and accomplish their mission. Then you
move on and maybe they ought to be sunsetted. But this is some-
thing that is very fundamental because the fundamental tenet of
our program is public service is a public trust. That is something
that is permanent and should be permanent as part of the govern-
ment. And so we want to make sure that this office is around to
try to be the source for our implementing the strategy of public
service being a public trust.

The third is the size and care that we've taken with our budget.
First of all, as to size, | mean, we are a tiny agency right now. We
have about 80 employees and we have a total budget of about $9
million. So in terms of size and budget contrasted to the other
agencies and departments, we are tiny. | think that's another rea-
son why we should be given a longer authorization period in light
of our mission and small budget.

And finally, the resources that both our Office and the Congress
must expend in a reauthorization process. It would be one thing if
the only opportunity for the Congress to review our activities would
be the reauthorization process. Then | might say that yes, it should
be more frequent than just what we're requesting to have a reau-
thorization for 7 or 8 years. But of course as we've said, any time
that this committee or any Member here or in the Senate wants
to ask us questions and wants us to come up and explain our pro-
gram and talk about it in detail, we are always available. We wel-
come that interest in our program because we are always trying to
make the program better and to improve it. And in addition to
that, as you noted, Mr. Scarborough, my term ends next year, and
our experience is that in connection with the consideration of a new
nominee, the Senate usually conducts a review of our agency’s pro-
gram and gets into it in some detail in that context.

So | would anticipate when a new nominee to be director of the
Office is being considered next year, at least on the Senate side,
there will be a consideration in great detail of our program. And
then finally, we have of course the responsibility to report under
the Government Performance and Results Act exactly what results
we have had and what our performance has been. | think there is
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now a mechanism in place that really hasn't been to consider ex-
actly how we are doing and for this committee to stay on top of
really what's going on at OGE. So for all of these reasons, | want
to urge you to authorize the agency for either 7 or 8 years.

Now, in closing, let me just shift gears briefly. Your letter of invi-
tation posed a number of questions and I've addressed those in my
written statement. If you'd like further elaboration or clarification,
of course I'll do my best to respond. I'd be happy to answer any
other questions that you have about OGE, our programs, or about
our reauthorization legislation. I want to thank you for the oppor-
tunity to appear today.

[The prepared statement of Mr. Potts follows:]
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STATEMENT OF

STEPHEN D. POTTS
DIRECTOR, OFFICE OF GOVERNMENT ETHICS

ON
THE REAUTHORIZATION TF THE OFFICE OF GOVERNMENT ETHICS
BEFORE THE

SUBCOMMITTEE ON THE CIVIL SERVICE
COMMITTEE ON GOVERNMENT REFORM

UNITED STATES HOUSE OF REPRESENTATIVES
ON

AUGUST 4, 1899

MR. CHAIRMAN AND MEMBERS CF THE SUBCOMMITTEE:

Thank you for the opportunity to appear today to discuss the

reauthorization of the Office of Government Ethics (OGE). I would
like to take this opportunity to review our role and some of our
accomplishments during these last three. years. Following this

review, I will addregs the guestions that you posed in your letter
of invitation to me.

The ethics program that OGE administers is primarily an
internal program for the executive branch. Pursuant to the Ethics
in Government Act in which OGE was created, OGE has overall
responsibility for executive branch policies related to preventing
conflicts of interest on the part of officers and employees.
Unlike part of the roles of the Committee on Standards of the House
of Representatives or the Senate’s Select Committee on Ethics, this
Office is not an investigatory/enforcement agency. We administer
a primarily preventative program, leaving investigations and
enforcement to other entities within the executive branch with
those mandates. As we =noted in our last Biennial report to
Congress, our role has, since OGE’s creation in 1979, expanded by
statute and Executive order. We now provide interpretive guidance
on, and administrative support for, a number of additional
requirements related to employee conduct. And, more recently, as
the United States and other countries and organizations have
focused upon the effect of corruption on governments and economies
throughout the world, we have been called upon by U.S. foreign
policy agencies to provide technical assistance regarding the
elements of a preventative program as one part of any government's
overall anti-corruption efforts.



11

At its heart, the purpose of the ethics in Government program
ig =5 ensure that executive branch decisicns are not tainted by any
question of conflicts of interest on the part of the employees
invslved in the decisions. Because the integrity of decision
making is fundamental to every Government program, the head of each
agency has primary responsibility for the day-to-day administration
of cthe ethics program for the emplovees who carry out the
surstantive programs of that agency.

Each agency head selects an individual employee of the agency
to serve as the agency’s Designated Agency Ethics Official (DAEQ).
The DAEOs and their staffs conduct the executive branch program on-

site, providing advice and training, reviewing financial
disclosures and assisting with resolution of individual conflict
igsies when they arise. Investigations of individual employee

misconduct are generally conducted by an agency’'s Inspector
Gereral.

OGE’s Areas of Responsibility

OGE focuses on the six areas of responsibility that have been
the bedrock of OGE’s program since itsg inception.

1. Regulatory authority. We develop, recommend, promulgate and
review rules and regulations pertaining to conflict of
interest, post-employment restrictions, standards of conduct,
public and confidential financial disclosure, and employee
ethics training.

2. Financial disclosure. We review executive branch public
financial disclosure reports of certain Presidential
nominees/appointees to assess potential vioclations of
applicable laws or regulations, provide counseling on the
avoidance of conflicts, and, if necegsary, recommend
appropriate corrective action. In conjunction with financial
disclosure, we administer the executive branch blind trust and
certificate of divestiture programs.

3. Education and training. We implement a statutory
responsibility to educate employees about the ethical
standards by training agency ethics officials and assisting
agencies with their internal education programs.

4. Guidance and interpretation. We issue formal advisory
opinions; provide informal advice letters and policy memoranda
and give oral advice on how to interpret and comply with
requirements of criminal conflict of interest, post-employment
and civil "ethics" statutes, standards of conduct, and
financial disclosure requirements. We also consult with
agency ethics officials in individual cases.
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5. Enforcement. We monitor agency ethics programs, including
financial disclosure systems; refer, along with individual
agencies, possible violations of conflict of interest laws to
the Department of Justice; serve as an advisor on
investigations, prosecutions and appeals; and in limited
circumstances, investigate possible ethics violations and
order corrective action or recommend disciplinary action.

6. Evaluation. We evaluate the effectiveness of conflict of
interest laws, other related statutes, standards of conduct
and Executive orders and recommend appropriate amendments,
repeals or new provisions.

Strategic Plan

To fulfill our responsibilities, we have developed a strategic
plan. Four major goals were identified: (1) providing overall
policy direction to the executive branch ethics program;
(2) assisting agencies in carrying out their own ethics program
activities; (3) providing effective educational and training
opportunities and materials; and (4) administering an outreach
program.

Reorganization and New Initiatives

Since our last reauthorization, in order to better achieve our
strategic goals, we reorganized our Office of Education and created
a new Office of Agency Programs with three separate Divisions --
Education and Program Services, Financial Disclosure, and Program
Review. This reorganization committed more resources to OGE’s
education and training functions.

OGE now provides more direct service to agencies through our
desk officer program and we have developed employee training
materials such as a computer-based ethics game, pamphlets and new
videos. We have also provided new courses designed for the
education of ethics officials including conference style workshops
for ethics officials in the regions.

Our program reviews have focused not only on determining 1if
reviewed agencies were maintaining their programs properly but on
finding and sharing best practices of agencies in carrying out the
various elements of their programs. During 1996-1998, we reviewed
the ethics programs of numerous Departments and agencies and issued
128 reports to Designated Agency Ethics Officials. These reports
covered reviews of approximately 209 ethics programs located in
Departments, agencies and military facilities. OGE also conducted
60 follow-up reviews to verify agencies’ progress on implementing
recommendations resulting from ethics program reviews.

We have also made more effective use of technological advances
such as the development of a comprehensive Web site for easy

3
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disgemination of information te the sthics program community,
employees and the public. We have developed a CD-ROM containing
all of the basic rescurce and reference materials important to ths
program, and have developed software used in the completion of the
confidential financial disclosure forms filed by over 2850,00C
employees in the executive branch. We are in the process of
developing the software necessary for the completion of public
financial disclosure reports.

In response to requests from the various foreign policy
agencies of the U.S. as well as requests from foreign countries and
multinational ocrganizations for information on our program, OGE has
met with more than 550 wvisitors from over 5% countries in our
offices. We have also, as personnel time permitted and usually
with the financial support of U.S. foreign policy entities,
participated in anti-corruption programs held abroad. At the end
of February, OGE led a panel discussion regarding ethics programs
in & plenary session of the Global Forum on Fighting Corruption
sponsored by the Vice President’s office. The Forum had more than
500 participants £from governments, NGO's and multinational
organizations from 91 countries.

Ongoing Programs

In addition, we continued to devote a substantial amount of
our resources to ongoing programs. The timely review and
certification of financial disclosures of Presidential appointees
requiring Senate confirmation is always a priority and the last
three years have included a Presidential election with accompanying
personnel changes in some of the most senior positions in the
executive branch. We continued to review and certify the financial
disclosure forms filed by Presidential nominees reguiring Senate
confirmation {724 nominees for the three year period and
approximately 1000 annual and termination reports each year) and to
sexrve as the primary authority on conduct and financial disclosure
issues.

We also continuved to review the effectiveness of all our
regulations, and in so doing, made clarifying amendments to the
Standards of Ethical Conduct for Executive Branch Employees; the
tax deferral remedy afforded by the certificate of divestiture; the
public and confidential financial disclosure requirements; and the
agency component designations for post-employment. In our role of
issuing regulations implementing the criminal conflict of interest
statutes, we issued a final rule exempting certain financial
interests for purposes of the application of the primary financial
conflict of interest statute.

We continued to host the well-received annual conferences of
agency ethics officials. These conferences are designed to provide
officials with an opportunity to discuss common problems and
concerns and to share solutions at a site away from the immediate
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demands of their offices. The conferences also give OGE an
opportunity to communicate directly with the entire ethics program
cemmunity. Interest in these conferences is well above the number
we have been able to accommodate with the facilities available.

ven so, attendance each year has been in the range of 450-475
participants. However, OGE has tried to ensure that all agencies
have an opportunity to send at least one official and, as a result,
at least 100 agencies have been represented at each of the
ccnferences.

Resources

Throughout 1996-1998, OGE‘'s use of resources has remained
stable and fiscally responsible. Actual staff time equated to 77-
80 FTE for each of these years and appropriated funds have been
7.8, 8.1, and 8.3 million dollars respectively. We have a current
fiscal year appropriation of just under 8.5 million dollars which
would support an FTE level of 84. For Fiscal Year 2000, we are
requesting 9.1 million dollars which will enable us to maintain our
current program level.

Authorization Term

The Administration proposed a reauthorization through Fiscal
Year 2007. This period of reauthorization is generally consistent
with the periods of authorization OGE has received in the past.
Historically, OGE has had authorization terms of 4+, 5, and 6 years
followed by 2 vyears of no authorization and then a 3 year
authorization. During our last reauthorization, our oversight
committees supported the concept that reauthorization should be
avoided during the first and fourth years of a Presidential term -~
vears in which OGE’'s workload is increased by the need to review
and certify to the Senate financial disclosure reports for
Presidential appointees requiring confirmation, and to handle
transition/election issues. However, because Congress had new
leadership, our committees expressed an interest in reviewing our
program initially in less than the seven years that would have been
required to meet that cycle. We understood that desire but believe
that our performance over this last three year period as well as
the seventeen years preceding it comfortably support a seven or
eight year reauthorization.

While a three or four year period of authorization would aveid
the problematic first and fourth years of a Presidential
administration, we believe our 20 year performance record, the
importance of the ethics program, the size of the budget, the care
we take with the budget we are given, and the resources both our
OfZice and Congress must expend in a formal reauthorization process
de not call for such a short period. We are, of course, always
willing to and have often discussed our program with Congress
whenever a Committee wishes and we will be providing the results of
our annual performance plan beginning next year. In addition, we
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rave considerable dealings with each Senate confirming committee
and because my term of office expires in August 2000, a hearing for
a new Director would presumably need to occur either around that
date or early the following year. It was my experience that a
confirmation hearing for a Director is also an opportunity for the
Senate to explore issues concerning OGE's program. In sum, we
relieve that an authorization of seven or eight years still
provides Congress with ample opportunities to review our program
without the need for a formal authorization process and its
ceadlines.

Response to Specific Questicns

Wwith regard to the guestions that were in the letter of
invitation, I would first like to make some general statements
concerning the authorities that underlie the executive branch
ethics program so that my answers will hopefully have more context.
The primary conduct restrictions that are a part of the executive
branch ethics program are not found in the Ethics in Government
Act. They are found in the criminal conflict of interest statutes,
18 U.S.C. §§ 202-209, the executive branch standards of conduct,
part 2635 of title 5, C.F.R., and certain civil conduct provisions
found in title 5 U.S.C. and 5 U.S.C. app. The public financial
disclosure requirements are also found at 5 U.S.C. app. Only the
financial disclosure provisions were newly enacted as a part of the
Ethics in QCGovernment Act. The c¢riminal conflict of interest
statutes, while amended by the Ethics in Government Act and/or the
Zthics Reform Act, have their modern basis 'in a 1962 act, although
many were in existence in other forms since the mid to late 1800s.
Thus, while the Ethics in Government Act created the Office of
Government Ethics, it is not the source for the authorities (except
financial disclosure) that make up the substantive elements of the
ethics program.

Your first question focused upon a concern for conflicts that
may arise out of severance arrangements individuals who are
entering Federal executive branch service may have with former
private employers. Two criminal conflict of interest statutes
could potentially apply to those payments. The first is the
bribery statute, 18 U.$.C. § 201. Although it is the Department of
Justice, not OGE, which interprets section 201, we know that
statute nonetheless might be implicated depending upen the purpose
of the payment. The second is 18 U.S.C. § 209. OGE dces provide
advice about section 20§ under an agreement with the Department of
Justice. Until the Supreme Court issued its opinion in Crandon v.
United States, 494 U.S. 152, (19%0), this Office had interpreted
18 U.S.C. § 209 as prohibiting severance payments made by employers
zo prospective executive branch employees as compensation for
services as an officer or employee of the executive branch.
rayments made as a part of a pre-established bona fide employee
henefits plan not dependent upon Federal service were considered
acceptable specifically because of one of the exceptions in

6



16

subsection (b) of section 209. Thus, severance arrangements were
scrutinized fairly carefully by this Office and by agencies to
determine if they were a part of such a plan.

As a result of the Supreme Court’s cpinion that section 209
applies only to payments made to employees and not to prospective
employees, severance payments now ralse concernsg only if the
payments are made after the individual is zppointed and has become
an employee. 1In response to that opinion and in order to address
a concern we have with these types of payments, OGE included in the
executive branch standards of conduct a specific recusal
requirement for officials who have received an “"extraordinary
payment” prior to entering Government service. This provision is
found at 5 C.F.R. § 2535.503. In general, it reguires a two-year
disqualification from particular matters in which the former
employer 1s a party or represents a party. An individual who
follows the standards would for some time be quite limited in the
advantages that he or she might provide tkat former employer.

Your second, fifth and sixth questions involve theé use by the
Government of a private sector individual or individuals, who
through special programs are not afforded or expected to attain
full career status, to carry out Governmental functions, or
programs to enhance the mobility of mid-level managers in and out
of the Government. Your questions indicated some concern about the
use of private sector individuals to carry out responsibilities
that have traditionally been carried out ky career officials. It
is our position that the criminal conflict of interest statutes
apply now to any individual in the executive branch who: (1) is
retained, designated, appointed or emploved by a Federal officer or
emplovee; (2} carries out a Federal functicon; and (3) is supervised
by a Federal officer or employee. This arises from our reading of
18 U.S.C. § 202 which containg the definition of a special
Government employee (SGE) along with long-standing interpretations
by the Office of Legal Counsel as to the factors that make an
individual an employee for conflicts purposes. Thus, regardless of
the program or the agency which utilizes the individuals’ services
or whether the individuals are paid or receive benefits, absent
specific statutory exemptions, we believe individuals utilized by
the executive branch who meet that three part test are, and should
be, governed by the criminal conflict of interest statutes and the
standards of conduct for executive branch officials. This means
that SGHs, like all Federal employees, are prohibited from working
on matters that will directly and predictably affect their
financial interest, including those of their private employer. The
public deserves to have Federal functions carried out by
individuals who are free from personal or institutional financial
conflicts. An agency or department that does not make this clear
toe the individuals whose services they utilize in these
circumstances unacceptably exposes those individuals to possible
criminal sanctions and subjects Governmental processes to potential
criticism. Any trend toward using services of individuals who are
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not regular Government employees simply increases the need for
ensuring that agencies understand the restrictions under which
those individuals serve and that those individuals are counseled
accordingly. These programs along with mobility programs do not
alter the reason for the restrictions on those who carry out these
Federal functions nor do we see a sound ethics policy for any such
change. In fact, many agencies have found that by using SGEs they
can Dbenefit greatly from the skills and expertise of private
individuals who, for whatever reasonz, would not offer their
services to the Federal Govermment on a full-time basis. It is
important that the Government continue “o be able to draw on this
valuable resource for discrete and short-term needs. We do not
believe that it is ethically necessary to limit agencies’ use of
the services of SGEs as long as those SGEs and the agencies adhere
to the conflicts rules that currently exist. Again, the public
deserves impartial decision makers, but it also deserves the
opportunity to benefit from SGEs. The conflict of interest
statutes, as they courrently exist, provide the necessary
protections to ensure impartial decisicn makers.

Your third question concerns what effect the conflict of
interest statutes, the standards of conduct and the financial
disclosure requirements may have had on deterring individuals from
executive branch service or delaying appointments. With regard to
deterring Federal service, this Office does not have, and is not in
any positicn to have, any statistical information indicating
whether "ethics" statutes and regulations have had an effect upon
recruiting and retaining Government employees. Over the 20 years
of our existence, of course, we have some anecdotal information
about the difficulty of £filling certain positions in the
Government. No Office of Presidential Personnel of which we are
aware has kept any statistics on the reasons for which individuals
who have been approached for possible appointment have declined or
have withdrawn from consideration early in the process. Certainly
by the time we are aware that an individual is being considered for
a Presidential appointment, that individual is already aware of the
requirement for financial disclosure and must generally understand
that his or her activities must comport with the ethics
requirements. With regard to all other executive branch
appointments, we are not aware of any requirement or even practice
in which an agency has collected statistics on the reasons
individuals do not accept Federal job opportunities at least ones
that would include ethics restrictions as a possible reason.

with regard to delaying appointments, this Office, as well as
the agency in which an individual mnight serve, does review the
financial disclosure reports of individuals whom the President is
considering for nomination or whom he has nominated. Draft
financial disclosures are provided to our Office and the agency
involved shortly before an individual is expected to be nominated.
we immediately review that draft in coniunction with the agency and
seek to work out the steps the individual must take in order to
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avoiZ any financial conflicts if appointed to the position. Once
the President actually nominates the individual and we have
received the final financial disclosure form from the agency, we
typically make a final review of the report and send it with an
opinion letter to the confirming committee within 2 working days.
We work closely with the Senate confirming committees to ensure
that our part of the review does not delay confirmation and we
belisve we have been very successful. Certainly any lengthy review
by our Office has not been without the support of the White House
and the confirming committees involved.

Your fourth question concerns enforcement. The penalties
available for failure to file or false filings of the financial
disclosures required by the Ethics in Government Act are by statute
civil in nature and carried out by the Department of Justice; late
filing fees are administrative and imposed by the agencies.
(5 U.S.C. app. § 104) A false statement on a financial disclosure
report may also subject a filer to the criminal penalties imposed
for false statements under 18 U.S.C. § 1001. The sanctions for
violating the conflict of interests statutes can be criminal or
civil and the Attorney General can also seek injunctive relief
(18 Z.8.C. § 216). The penalties for violating the standards of
conduct are administrative and are imposed by the agency. Evidence
of criminal statute violations must be referred to the Department
of Justice or an Inspector General for investigations pursuant to
28 T©.S.C. § 535. OGE also directs agencies to notify, and
oftentimes assists agencies in notifying, the Civil Division of
failure to file and false filing concerns on financial disclosure
reports. If OGE becomes aware that an agency has not acted as it
should, it can order corrective action on the part of an agency.
It also has some limited authority to order corrective action on
the part of individuals. The regulations implementing that
authority are found at 5 C.F.R. part 2638. We strongly believe
that we do not need any additional enforcement authority in this
area. We believe our primary role as a counselor is properly
compliementary to the roles of investigator and enforcer that are
found elsewhere in the Government.

Finally, your seventh guestion concerns our annual performance
plan. We are all too acutely aware that much of what we are
measuring is output and not outcome, if outcome is considered to be
whether employees are more "ethical" because of our program. What
we believe we can measure is whether OGE has substantially
contributed to a branch-wide program structure that has as its
objective a system that strives for reasonable and fair conduct
policies, adequate opportunities for employees to become aware of
and understand those policies, proactive conflict avoidance
counseling, and knowledgeable sources to whom employees can turn
for appropriate and timely advice when they have questions. If
that type of system 1is in place, we then have to hope that
employees will in fact appreciate and use it. Working with
investigative and enforcement agencies to help ensure their
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understanding of and support of this program is alsc an imporIant
element .

Even so, we are always looking at the experience of others in
measuring the effectiveness of programs similar to ours. In fact
we make every effort to keep up with efforts of the private sector
and with other government agencies within the United States and
around the world who carry out similar programs. We have presently
put out a request for quotations for a limited survey of employees
to see if we can afford to conduct at least some small baseiine
survey about our program. Az you know, however, surveys are
limited in the type of information they can provide and they are
generally quite expensive.

You ask what evidence would we cite to support a conclusion
szhat the ethics program has changed the level of integrity in the
Federal Government. We have none to cite because there is no
baseline from which to measure the integrity of the workforce
20 vears ago when OGE was created (assuming such a measurerent
could have been possible.) What we do know is that over the 20
years of this program's existence, public financial disclosure and
the need for divestiture and recusal have become accepted and
expected processes, whereas they were certainly not when the Act
was passed. We have had the support of every White House in our
preventative measures particularly in conjunction with the steps we
require of Presidential appointees through our review of their
financial disclosures. We see that the press is now very aware of
~he restrictions applicable to officers and employees and their
access to and use of that information seems Lo have certainly had
an effect on those who might otherwise wish to ignore the program.
and, we know that employees use the system to get advice, and that
the Department of Justice has supported our preventative efforts
through its enforcement authorities.

Do employees have a higher level of integrity now than
20 years ago? We had no reason to have questioned the general
integrity of the workforce then, nor do we now. We do know that
everyone is much more sensitive to the ethics reguirements of
public service and we can only count that as a positive change in
the public service environment.

I would be happy to answer any questions you may have.
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Mr. SCARBOROUGH. Thank you, Mr. Potts. Mr. Walden.

STATEMENT OF GREGORY S. WALDEN, PATTON BOGGS LLP,
FORMER ASSOCIATE COUNSEL TO THE PRESIDENT

Mr. WALDEN. Thank you, Mr. Chairman, Mr. Cummings. I'm
pleased to testify today in support of OGE's reauthorization. This
is my fourth visit before this committee and I'm honored by your
invitation as well by Mr. Potts’ kind remarks.

In its 20 years of existence with just under 100 employees OGE
has performed an essential role within the executive branch in fos-
tering the public’s confidence and trust in the integrity of govern-
ment. On the whole OGE has performed exceptionally well and de-
serves to be reauthorized. Because of its solid performance, OGE
ought to have a permanent place in the executive branch.

A single executive agency independent of all others is essential
to fulfill the cardinal objectives of any system of government ethics:
Uniformity, consistency, reasonableness, fairness and objectivity.
At this point in OGE’s history, the question before the Congress
should not be whether to reauthorize OGE but whether OGE
should be charged with any new or different authority.

I do not have a strong opinion as to the length of reauthorization,
although | agree with Director Potts that a reauthorization should
not expire the first or last year of any administration. In my opin-
ion, it's a legislative judgment, to be made by those who oversee
OGE, whether a regular authorization is necessary to provide the
best opportunity for needed ethics reform. There are a number of
programs run by the executive branch that expire after a certain
time and need to be reauthorized. Those are important programs
but the reauthorization period provides Congress with an oppor-
tunity to tackle necessary reforms. Regardless of whether the reau-
thorization is for 4 years or for 8, Congress should conduct regular
oversight and | would suggest perhaps a yearly oversight hearing.
Congress should oversee OGE the way it would oversee any other
executive agency.

Regarding OGE’s rulemaking authority, OGE needs to complete
its rulemaking to implement and interpret section 209, the sup-
plementation of salary statute, and in particular section 207 deal-
ing with post-employment restrictions. Now, there is a consensus
within the ethics community—perhaps not shared by Congress,
that the post-employment restrictions matrix is excessive, it's com-
plex, and it's uneven. But it's up to Congress to reform that stat-
ute. OGE cannot do it. What OGE can do and should do is issue
interpretive guidelines because right now section 207 is a trap for
the unwary. The matter is not made better but made worse in my
opinion by President Clinton’s Executive order, which is riddled
with exemptions and loopholes, and is also more excessive than
necessary and should be repealed by the next President.

It would also behoove OGE to conduct a rulemaking proceeding
regarding the use of legal defense funds. Now, this is a difficult
subject and OGE has done a good job, in my opinion, in giving ad-
vice to legal defense fund trustees and government officials to date,
but | believe it deserves a comprehensive review by Congress and
perhaps legislation will be necessary. Members of Congress and
staff also from time to time have set up a legal defense fund and
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perhaps there ought to be a single rule for all employees and offi-
cials.

Regarding OGE's investigative authority, OGE has statutory au-
thority right now to investigate allegations that an executive
branch official has violated ethics standards, but OGE’s authority
is circumscribed. OGE is just one actor in a cast of government in-
vestigators and prosecutors. And OGE by rule has further limited
its authority to conduct initial investigations that do not rise to the
level of a crime, deferring to agency personnel. As a general mat-
ter, | think that’s reasonable, but occasionally there will be benefits
to the public as well as to the administration in having OGE con-
duct that initial investigation. Where directed by the President or
requested by a member of the cabinet, and provided OGE is given
necessary resources, OGE could conduct an investigation in lieu of
an agency ethics or IG investigation. In any event, if the investiga-
tion remains within the agency under current policy and practice,
an OGE official in my opinion should be assigned to participate in
such investigation to the extent necessary to ensure its thorough-
ness, objectivity, and faithfulness to OGE's interpretation and guid-
ance. Perhaps agency ethics officials and 1Gs should be required to
notify the Director of OGE and the White House Counsel simulta-
neously upon the initiation of an ethics investigation involving any
Presidential appointee. The President could then determine wheth-
er OGE should conduct the investigation or whether a more formal
role of OGE is necessary or appropriate.

Regarding OGE's audits or program reviews, | recommend that
OGE rearrange its schedule of reviews to ensure that every cabinet
department and the White House Counsel’s office is reviewed in
the second year of a new administration. With respect to training
and education, | believe more attention should be placed on Presi-
dential appointees, non-career SES officials and schedule C employ-
ees as well as employees in regional and field offices. My sense is
that these two classes of employees, for different reasons, are most
at risk of violating ethics standards.

In my prepared statement, | recommend several changes to the
ethics laws. | wish to highlight only one of these recommendations
in my opening remarks. The term special government employee
should be clarified to codify the functional test used by the Depart-
ment of Justice and OGE. Simply put, an informal advisor who
participates regularly in internal agency deliberations or who su-
pervises or directs other Federal employees, even an informal advi-
sor who does so without pay or without formal appointment, ought
to be subject to the conflict of interest laws and financial disclosure
standards to which the rest of the Federal work force is subject.
Yet, the current uncertainty of the application of the ethics laws
to informal advisors has resulted in a number of situations where
Federal functions are being performed by persons with conflicting
Federal interests. For instance, agency personnel offices may not be
sufficiently sensitive to the simple matter in which contract con-
sultants unwittingly become special government employees.
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In 1996 the House passed a revision of the SGE definition to cod-
ify the functional test. The Senate deleted the provision and the re-
vision did not become law. | urge this Congress to clarify the SGE
definition and to do so before the next President is inaugurated.

Thank you very much for the opportunity to testify and | will be
happy to answer any of your questions.

[The prepared statement of Mr. Walden follows:]
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ORAL STATEMENT OF GREGORY S. WALDEN
Mr. Chairman and Members of the Committee:

T am pleased to testify in support of the reauthorization of the Office of Government
Ethics. This is my fourth visit before this Committee, and I am honored by your invitation.

In its twenty years of existence, OGE has played an essential role in fostering the public’s
trust in the integrity of Government. On the whole OGE has performed exceptionally well and
deserves to be reauthorized. Because of its solid performance throughout its existence, OGE ought
to have a permanent place in the Executive Branch. A single Executive agency, independent of all
others, is essential to fulfill the cardinal objectives of our system of Government ethics: uniformity,
consistency, reasonableness, fairness and objectivity. At this point in the history of OGE, the
question before the Congress should not be whether to reauthorize OGE, but whether OGE should
be charged with any new or different authority.

I do not have a strong opinion as to the appropriate length of time to reauthorize OGE. In
my opinion, it is a legislative judgment - to be made by those who oversee OGE and the system of
ethics laws governing the Federal workforce under OGE’s authority - whether a regular
reauthorization is necessary to provide the best opportunity for any needed le