Hello and welcome to the confidential financial disclosure how-to session. My
0:16
name is Patrick Shepherd. I'm a senior instructor here at OGE's Institute for Ethics and Government. And as we begin
0:23
today, I would like to thank everyone who submitted ideas for these how-to sessions. By submitting ideas through
0:29
our one question survey, you benefit yourselves and all of us throughout the community in raising for consideration
0:37
by the IEG issues that actually affect you and your programs. So this afternoon, we're going to be taking a
0:43
look at three of your suggested assets that are commonly reported on OGE forms
0:48
450. So again, a big thank you to everyone who's watching and those of you who share your ideas for future
0:54
trainings. Before we get into the particular
1:00
reported entries that you have suggested uh for us, I'd like to speak a little bit about the confidential financial
1:06
disclosure system generally, especially for those of you who are new to the practice of ethics or this is your first
1:12
confidential financial disclosure season. We want to make sure that everyone has a baseline understanding of
1:18
the purpose of our program uh and the general process for reviewing reforms.
1:24
So let's start with the purpose. What is the purpose of the confidential financial disclosure system?
1:31
Well, it's a singular purpose and that purpose is to prevent conflicts of interest and other ethics concerns.
1:38
Unlike the public financial disclosure system, which you may also be familiar with, there is no disclosure for its own
1:44
sake with the confidential financial disclosure system. So the animating principle behind everything we do when
1:50
we look at confidential financial disclosure reports is preventing conflicts of interest and other ethics
1:56
concerns. Which leads us to our second question.
2:01
Who files financial disclosure reports? And the answer is employees with duties
2:07
that pose a risk of conflicts of interest as determined by you, their agency ethics offices. And this is very
2:14
important for the program to be effective. We need you, agency ethics officials and management in your
2:20
agencies to make good decisions about who ought to file confidential financial disclosure reports. And the way you do
2:27
so is by conducting a risk analysis on the likelihood that an employee will be
2:33
involved in government matters that could pose conflicts of interest. So in this system, because we're motivated
2:39
exclusively by the prevention of conflicts of interest, you agency ethics offices are empowered to decide who
2:46
ought to file to manage the risks of conflicts within your agencies.
2:53
Which brings us to our third question. What do employees report on confidential financial disclosure reports?
3:01
And the short answer is things that could likely pose potential conflicts of interest. These could take the form of
3:07
financial holdings like stocks, bonds, and mutual funds. The holdings of retirement accounts like IAS or 401ks,
3:15
sources of outside earned income, outside employment, outside positions,
3:20
certain debts, and some gifts. They also report these kinds of holdings for close
3:26
family members. So essentially, we're looking for information on the OGE Form 450 that is
3:33
half of the equation of what can make up a potential conflict of interest.
3:39
So our next question is when do employees file confidential financial disclosure reports?
3:44
And the answer, which is why we are here today, is that they file them within 30 days of entering a filing position and
3:50
then annually on February 15th thereafter. So today we're preparing for that annual filing season, but all of
3:57
the information here that we will talk about uh is equally applicable to the new entrant filing of OGE forms 450. So
4:04
you can refer back to this presentation throughout the year.
4:10
So if we're reviewing confidential financial disclosure reports and our goal is to prevent conflicts of
4:15
interest, what next? How do we do that? Well, we can use something that I like
4:21
to call the 222 system. And this starts with two pieces of information. The
4:27
first piece of information are the financial holdings as reported on the OGE form 450. So those are the assets, the
4:36
income, the financial holdings, the investments that we see on the OGE form 450.
4:42
But this is only half of the information we need to conduct a good and thorough
4:47
conflicts of interest analysis. We also need to understand the duties and responsibilities of the filer's
4:54
position. And this is one of the reasons that you as agency ethics officials are in such an important location to make
5:01
good and thorough reviews of OGE forms 450. By being much closer to the work of your agency, you're much more likely to
5:08
know what kinds of positions, duties, and responsibilities are likely to pose
5:13
conflicts for your agency. When these two overlap, the financial holdings and
5:18
the duties and responsibilities of a filer, we have a potential conflict. And if you'll recall, our sole purpose in
5:24
reviewing these forms is preventing conflicts of interest. In order to help us with this analysis,
5:31
we have two key resources that you're going to want to be familiar with as you conduct reviews of OGE forms 450.
5:39
One is the confidential financial disclosure guide. We're going to take a look at this in some detail later in the
5:46
presentation. It's going to help us understand what information needs to be reported on the
5:52
OGE form 450 to enable our conflicts of interest analysis.
5:57
The second resource is the analyzing potential conflicts of interest collection and this is a very powerful
6:04
tool that helps us to understand ways in which certain kinds of holdings, assets
6:10
and financial arrangements can lead to potential conflicts of interest and it can help us to identify the laws and
6:16
regulations we need to consult to conduct those analysis. We'll be navigating to that and exploring some
6:22
entries there as well. Our final two questions and these are the questions
6:28
that should motivate our review of the form. The first gets to conflicts specifically. Is there a nexus between
6:36
the filer's duties and the entries on the form? Is there an overlap between our two pieces of information? Our next
6:44
question, and this is how I think about the technical review of these forms, do we have enough information to determine
6:51
definitively whether an entry will pose a conflict of interest or that an entry
6:57
will definitely not pose a conflict of interest. If there's any ambiguity, if
7:02
we don't have enough information to make that determination, that means we need more information from the filer, perhaps
7:10
from others in our agency, someone else in the ethics office. But ultimately, before we certify a report, we must
7:17
answer affirmatively our two questions and have taken steps to avoid any potential conflicts of interest.
7:24
Now, this course is designed to help you analyze specific entries on the OGE form
7:29
450. If you're new to the review of 450s and new to the idea of conflicts of
7:34
interest, I would strongly encourage you to take a look at some of the courses in the IEG course library that deal with
7:42
remedies for potential conflicts. Uh 18USC section 208, 5CFR 2640, uh and
7:49
some of the other regulatory exemption courses. These can help you to have a greater understanding of the laws and
7:55
regulations that you will need to conduct a review. Today, we're going to be focusing on the process for reviewing
8:01
certain kinds of common entries. So, this is not a comprehensive look at how to review OGE Forms 450. I would also
8:08
recommend to those of you who are brand new to the review of OGE Forms 450, the
8:13
confidential financial disclosure quick start guide and the confidential financial disclosure course of study.
8:20
After reviewing all of those materials, you should have a good foundation for beginning the filing season.
8:27
With that out of the way, let's take a look at some entries on an OGE form 450,
8:33
and I'll let you ride along as I an analyze these reports as if I were at my desk reviewing a 450 for the very first
8:39
time. So, let's imagine that we've received a report. And the first entry we see in
8:45
part one looks like this. Someone has told us that they own General Motors stock and parenthetically they have
8:52
noted that we have dividends. We may be very familiar with the General
8:57
Motors company from our general expertise or knowledge about the world and the economy, but I'd like us to go
9:03
through the process very specifically. So, I'm going to start at OGE's homepage, www.ge.gov.
9:12
and we're going to navigate to our first resource in our 222 system. And you can
9:18
find this under resources for ethics officials. And if you navigate to resources for ethics officials, you will
9:24
see an area to the right that's called managing effective ethics programs. And there are a lot of tools here that you
9:30
can use in your own uh work day-to-day to help you in various ethics tasks.
9:35
Today, we're going to be looking at financial disclosure. So, we're going to navigate to the financial disclosure section under managing effective ethics
9:42
programs. And here we have a great number of resources that you can make use of as
9:49
you're reviewing OGE forms 450 and OGE forms 278. Uh we prioritize the public
9:55
financial disclosure resources on the page. They are the first that you'll encounter. But if you continue to scroll down, you'll find our first resource,
10:03
the confidential financial disclosure guide. If we open this, we'll find our first of
10:09
two resources. And this is a very comprehensive document that can provide you a lot of information about the
10:16
system, purpose, and authorities of the confidential financial disclosure system.
10:22
It also contains section 4, reviewing specific types of entries. This is one
10:28
of the most important port portions of this resource as we have listed if not
10:34
all very many of the most commonly reported entries on 450s across
10:39
the government. In this case, it looks like we have reported General Motor stock. So, let's see if there's an entry
10:47
for stock in part four here.
10:52
And if we scroll down, we find that in fact uh there is an entry for stock. And
10:58
the nice thing about this guide is it has hyperlinks within the document. So we don't have to scroll all the way down to page
11:03
123. We can simply click on the entry for stock and it will take us directly there.
11:10
And we have some information here that is very helpful to a filer or to you as a reviewer about how to report shares of
11:17
companies. So here we have a description of what a stock is. It represents ownership in a
11:23
corporation or entity. Um we have a discussion of common versus
11:28
preferred shares. Uh we also have some information about what we need to report
11:34
when we are reporting a financial interest in stock.
11:40
First, we have the reporting threshold, which is $1,000 in value at the end of the reporting period or um
11:46
$1,000 in income during the reporting period. And then we have some information for what we should provide
11:52
on the report itself, the name of the company, and if it's not a publicly
11:58
traded company, it is very helpful to have and in fact required to have the line of business that the company is
12:04
involved in. In this case, General Motors is a publicly traded company. So it would be very nice to have the ticker
12:09
symbol because that helps us to avoid ambiguity among companies that may have similar names. Not required but also
12:17
very helpful. So the reporting of a stock is relatively straightforward. We need the
12:24
name of the company. Ideally we'd have the ticker symbol and in the case of a privately held company that issues stock
12:31
the line of business. In this case, General Motors is a publicly traded company. So, it'd be perfectly reported
12:37
if it said General Motors stock, parenthetically GM, which is the ticker symbol.
12:43
Okay. Well, that gives us a sense of what needs to be reported. How do we find out whether or not we have a
12:50
potential for conflict of interest? Well, we're going to need our second resource in our 222 system. So, I'm
12:57
going to navigate back to OGE's homepage and let's see if we can find the analyzing conflicts of interest collection.
13:05
So, again, under resources for ethics officials, we have a section dedicated to conflicts analysis and resolution.
13:13
And if you take nothing away from this how-to except that this area exists and it contains extremely valuable resources
13:19
for your everyday ethics work, uh that will be a great success. This is one of the most powerful resources we have as
13:26
ethics practitioners. So within this collection, we have a discussion of your responsibilities,
13:32
some key legal authorities, a link to the legal research search collection, and a number of resources. The resource
13:40
we're going to use today, our second important resource is the analyzing potential conflicts of interest
13:46
collection.
13:54
This collection collates a lot of wisdom and experience in applying the conflicts
13:59
of interest laws to various kinds of financial holdings. And these are helpfully organized into
14:05
some subcollections that deal with kinds of assets, legal entities that hold assets, private investment funds and
14:12
similar uh liabilities, employment interests, business or form ownership, etc.
14:18
This is equally useful for the OGE form 450 reviews as it is for the OGE form 278
14:23
reviews. So the complex analysis is the same regardless of which form you're using. So if you're someone who reviews
14:30
278s, you can rely upon these when you get to the annual filing season in May.
14:36
So let's see if we can find an entry for stock. So we have our conflicts of interest
14:41
considerations for assets and we can see here that there are topics covered and indeed in our list uh is indicated an
14:48
entry for stock. We can open this document and again this
14:54
top section of the document is hyperlinked. So we don't need to scroll down endlessly to find stock. We can simply
15:00
find it here in the index. Click on the item and it takes us to the appropriate page.
15:10
And here we have a discussion of the conflicts analysis for stock. And it
15:15
tells us immediately that we're looking at a conflicts of interest analysis under 18 USC section 208, the criminal
15:22
conflict of interest law. And essentially it says employees are prohibited from participating personally
15:28
and substantially in any particular matter that they know would affect their own financial interests or financial
15:34
interests attributed to them. Because shares of stock represent an ownership interest in a company, a particular
15:41
matter that has a direct and predictable effect on the issuing company's financial interests is treated as having
15:46
a direct and predictable effect on the financial interest of the shareholders. So [snorts] what we learn here is that
15:52
anything that affects the company is presumed to affect the holder of the shares. In this case, our employee or an
15:59
employees family member. So our standard under the conflict of interest analysis is will any government matters
16:07
duties or responsibilities of this person likely to affect the company. So we're not necessarily looking for a
16:14
magnitude that would affect the share price. We're looking at any effect whatsoever on the company itself. So any
16:20
overlap between General Motors and the duties and responsibilities of our filer should raise some red flags and cause us
16:27
to take additional action. We go on to have a discussion here about exemptions that may apply and in fact
16:34
there are some de minimus exemptions for interests arising from securities. That's outside of the scope of this
16:39
class. But if you're not familiar with those exemptions, I would recommend to you taking a look at some of the courses
16:45
in the IEG library to learn more about exemptions for securities and mutual funds.
16:52
So let's take a look at our form again. So if our filer had duties and responsibilities that over overlapped
16:58
with General Motor stock, uh we may have to take some action. We could see if a regulatory exemption applies, we may ask
17:04
a filer to uh sell the stock or we may be able to simply implement an
17:09
arrangement where the employee is prohibited from participating in government matters that would affect the stock through something like a screening
17:15
arrangement. In any case, if we've identified an overlap, we're going to need to take action before we can
17:21
certify the report. And I know we're all very familiar with General Motors. We see their products probably every single
17:28
day. But I do want to emphasize that it's important to look up and be aware of the totality of a company because
17:34
sometimes companies are larger or are involved in areas that you might not be familiar with. So let's take a look at
17:41
General Motors stock. We'll just do an internet search for General Motors Company and see what we can find.
17:49
I'll use Yahoo Finance today. uh feel free to use whatever financial search engine you prefer. Uh there are a lot of
17:56
good ones. Um and I don't have a preference between or among them. But here we can find some information about
18:01
GM uh some news headlines etc.
18:07
SEC filings and things like that. You might also want to visit the website
18:14
of the General Motors Company
18:20
to learn more about their business uh and what kinds of things they might be involved in.
18:27
So, let's see if we can find the GM website.
18:39
Here we'll find information about the company. Sometimes we can find useful information in the investor
18:44
section of the website. Uh we can learn about some of their lines of business etc. But something that I found
18:51
interesting uh when I was poking around their website is that we think of General Motors as a company that makes
18:57
cars and in fact when we visit their website we find out a lot about automobiles. But when we scroll down to
19:03
the footer, we see some more information in interesting information that might uh raise issues for your agency or a
19:10
particular kind of filer is that they have a very large financial services sector. So your agency might not be in
19:18
the business of regulating automobiles um or purchasing automobiles, but you
19:23
might be in the financial services regulatory space. And in that case, General Motors is also in the business
19:29
of doing a lot of lending to private lenders and I think some corporate lending. So, it's always a good idea,
19:35
even if you think you're very familiar with the company, to visit their website, get a sense of what the company
19:40
actually does because sometimes they have secondary and tertiary lines of business that may lead to conflicts of
19:45
interest that you weren't uh considering when you initially uh looked at the entry on the 450. So just a reminder
19:53
about sort of due diligence and ensuring that we have a complete understanding of
19:58
each entry on the form so that we can answer our two questions. Is there a nexus? And do we have an enough
20:04
information to def definitively identify a potential conflict or decide that there is definitely not a conflict
20:10
of interest? All right, so that's a stock entry. Um
20:16
we've gone through the process. We've looked at our first resource, which is the guide, and we have looked at our
20:21
second resource, which is the conflicts of interest analysis collection, and we've done a double check to make sure
20:28
that we understand the scope of the company's duties and responsibilities. And those are all good practices before
20:34
moving on from analyzing a stock entry. And here, we have enough information to decide exactly what this is. And you
20:41
could use your knowledge of the filer's duties and responsibilities to determine if there's a nexus with the automotive
20:46
portion of General Motors business or the financial services part of the business or any other overlap that your
20:52
agency might have with General Motors.
20:58
Move on to another entry. Uh another common and I think increasingly common entry here. Our filer has very helpfully
21:06
noted that they have something called an iShares. And this is one of those instances where
21:13
we might not even have enough information here to know what we're looking at. So even before we get into
21:18
our two resources, the guide and the collection, we may need to do some research to find out what exactly we
21:25
would be looking for in either of those resources. So, let's return to our preferred uh
21:32
internet search engine and put in uh exactly what we have on the form, iShares.
21:39
And we have some information here. The first hit that comes up is to a company called isshares.com.
21:46
And it looks like these are something called ETFs um issued by BlackRock. Okay. Well,
21:52
that's helpful. It sounds like this is some sort of financial holding. Uh and we can take a look here and see what we
21:58
know about uh iShares. And as we navigate around their website,
22:04
we can see that uh they offer a number of funds. And that's troubling for us
22:09
because if all we have is iShares reported on the form, we may not know
22:14
what this is. We just know that it's something branded by the company iShares owned by BlackRock. And we
22:20
can see that there are lots and lots of possibilities within the funds and
22:26
investment strategies offered by the iShares company. So if we go back to our
22:32
two questions, is there a nexus and do we have enough information to tell for
22:37
sure that there is or will not be a nexus? We do not have enough information. We don't really even have
22:43
the information we need to begin the process of conducting a review. So in
22:49
that case, we know that we technically do not have sufficient information and we're going to have to go back to our filer to get some more information.
22:57
And that would be the next step in the process is to go to the filer and say, I see you've indicated that you have iShares. Can you tell me the full
23:04
name of the fund or whatever the thing it is you own? And preferably provide the ticker symbol. And at that stage, we
23:11
will be able to begin our review. All right, this is a little better. So,
23:16
our filer has come back and told us that what the filer holds is iShares US
23:21
Pharmaceutical ETF and they provided a ticker symbol IH.
23:28
This is really, really helpful. Now, we can begin our process of analysis using our resources.
23:37
So, let's return to our guide and I'll just navigate to the top of this page and see if we have an entry for uh some
23:44
kind of fund, maybe an exchange traded fund. And indeed, we do have an entry for
23:50
exchange traded funds in the confidential financial disclosure guide. So, that's going to be a good place for
23:56
us to begin. So, here we get a description of
24:02
exchange traded funds. This is very helpful if you've never seen an ETF before. Um, it tells us that an ETF is a
24:08
fund that pulls investors money in a variety of investments. Um, shares of ETFs are traded directly rather than
24:16
from a um [snorts] um on an exchange rather than from a broker. In addition,
24:22
they cannot market themselves as mutual funds because they are not necessarily subject to all the traditional mutual
24:27
funds. Nevertheless, OGE says ETFs are usually registered with the US Securities and Exchange Commission under
24:33
the same statutory authorities as traditional mutual funds and UITS. So,
24:38
you have a sense of what an ETF is. It's essentially a mutual fund that has some slightly different regulatory features
24:44
and trades a little bit differently than a traditional mutual fund, but it's just a pooled investment vehicle.
24:51
Let me go on to discuss the reporting requirements for the OGE450.
24:58
and they depend on whether the ETF is registered with the SEC under the
25:03
investment company act of 1940. If you have not gone through the process
25:09
of finding out if a report if a fund is registered under the act, we have a course and job aid that can help you do
25:15
that. Typically, you can find out if a fund is registered under the act by taking a look at their prospectus. I
25:21
usually open the prospectus and do a control F for 1940 and you can usually quickly find out if a fund is
25:27
registered. And if they are registered, and many of them are, they're reported much like mutual funds. Filers must
25:34
report a sector ETF if the value of the ETF was more than $1,000 at the end of the reporting period or if they've
25:40
received more than $1,000 in income during the reported period. Like mutual
25:46
funds, diversified ETFs are not reportable. They must provide the full name of
25:51
reportable ETFs. Providing the ticker symbol is helpful but not required just like our stock.
25:58
So in our case, our fund is going to be reportable uh is going to be registered under the 1940 act and we're going to
26:04
have the ticker symbol. So we have enough information reported here. This looks like a correctly reported entry
26:10
now that we've gone back to the filer. Let's take a look at um our conflicts of
26:16
interest collection and see if we can find an entry for exchange traded funds.
26:23
We're not going to find it in the assets collection. We're actually going to find the entry in the conflicts of interest
26:30
considerations for legal entities that hold assets. And we can see here that we
26:35
discuss mutual funds, ETFs, and UITS together. So, let's take a look at this document.
26:41
And again, you don't need to scroll through the document. You can simply find in the gray box the item you're
26:48
looking for. Uh, click on that and it will take you to the entry.
26:54
And again, here we have notice that we're looking at 18 USC section 208, which is the criminal conflict of
27:01
interest law. We also have a reference to the 1940 act.
27:09
And here we talk about exchange traded funds. An ETF is a fund that pools investors money at a variety of
27:14
investments. Most ETFs are organized either as open-ended investment management companies or as UITS. They're
27:21
usually registered with the SEC under the same statutory authority and therefore satisfy OGE's definition of
27:28
mutual fund in 5CFR 2640. And that's very important again outside
27:33
of the scope of this class but we do have de minimus exemptions and some blanket exemptions for funds registered
27:40
uh or for funds uh in 5CFR 2640 and registration under the act is a
27:46
threshold consideration for applying those exemptions. So if you're not familiar with that process, I would
27:52
strongly recommend to you taking a look at some of the classes in the IEG course
27:57
collection that deal with 5CFR 2640 and the common exemptions.
28:02
The analysis process for an exchange traded fund is similar to that of a
28:07
sector mutual fund. We're looking for an overlap between the potential duties and responsibilities of the filer and the
28:14
holdings of the fund. Um, one of the questions that had come up and I think was shared in our
28:22
um, excuse me um, that was uh, shared in uh, the
28:29
survey uh that we had before training was how do we determine if something is a sector fund versus a diversified fund
28:36
both for reporting and for applying the exemptions in 5CFR 2640. And OGE provides
28:42
in a footnote here uh that you should take a look at diagram do030
28:49
and legal advisory LA15-09 for discussion about how to make that
28:54
determination. I'd like to take us out to the internet and take a look at this ETF and see if
29:01
we can find the information we need to make that determination.
29:09
So, I've put in the ticker symbol and iShares here. And again, we can pull this up on whichever uh financial
29:18
um researching website you prefer.
29:24
And we can find some information here. Looks like that's going to be locked. Let's try another one. They are finance.
29:34
Let's see if we can find some more information about uh the iShares pharmaceutical fund. So here we can see
29:42
the top 10 holdings which can help us get a sense of whether or not something is going to be a sector fund or
29:48
diversified fund. Um but that's not going to be the uh most important feature of the analysis as to whether
29:55
something is a sector fund or a diversified mutual fund. We're going to need to find in fact the stated
30:01
investment strategy of the fund. That is what OGE has said in the regulations is
30:06
important to making the determination. And what we look at is the investment objective, the statement of investment
30:14
policy for the fund. And what we're looking for is focusing in one business
30:21
sector, one country outside of the United States, or the bonds of one state within the United States. So in our case
30:28
this is apparently a sector accepted investment or uh exchange traded fund
30:34
and we can look at the investment objective here and it says the iShare’s US pharmaceutical ETF seeks to track the
30:39
investment results of an index composed of US equities in the pharmaceuticals sector. So the question we would have to
30:47
ask is pharmaceuticals a business sector and in this case I would say absolutely that the pharmaceuticals
30:54
business sector shares a regulatory environment is one of the indicators we uh put forward in our written guidance.
31:00
Um they are regulated by the same uh government entities. They share a
31:06
regulatory environment and they are generally a discrete um business sector.
31:11
So I think in this case we're going to have uh a sector ETF. So that means it's properly reported and we can take a look
31:18
at our conflicts of interest analysis here.
31:25
Yeah, here we go. Um so again, we're going to be looking for an overlap between the duties and
31:31
responsibilities of the filer and the pharmaceutical sector. Where we find that, we're going to need to determine
31:36
whether or not a regulatory exemption might apply. If an exemption does not apply, we need to take steps to obviate
31:43
the potential conflict either by asking the filer to sell the ETF or by
31:48
executing some sort of screening arrangement or recusal obligation for the filer to stay out of matters that would affect that industry or class.
31:57
So an ETF very similar to mutual funds which many of us have taken a look at before. Again, we want to be motivated
32:03
by our two questions. Is there a nexus between the duties and responsibilities of the filer? and do we have enough
32:10
information to determine affirmatively there is a potential for conflict or not? And we're going to use our two
32:16
resources, the confidential financial disclosure guide and the analyzing for
32:21
conflicts of interest collection. All right, so that's the general idea,
32:28
the general process for looking at an exchange traded fund. I think we have time for one more entry on the report
32:36
and this is going to be another situation where I'm not sure what we're looking at. Our filer has indicated to
32:41
us that they hold something called Radium and provided a ticker symbol R A
32:47
Y. Um, this may be a publicly traded company. This may be a stock. I'm not
32:52
sure. I'm not familiar with what this entry might be. And again we can start by simply doing a Google search for
32:59
radium R A Y. And when we do so it looks like uh it
33:06
comes up in the corn coin market cap. Uh and it looks like this is some sort of
33:12
virtual currency. So we have at least a start in our
33:18
research process. we can begin the process of using our two resources to
33:23
find out what we're supposed to do when we find virtual currency reported on an OGE form 450.
33:33
So, let's start that process again. We're going to go to the confidential financial disclosure guide. I'm going to
33:38
navigate back to the table of contents and then I know that OGE has listed these
33:45
under virtual currency. Um, so that's something that you might be aware of, might make a note of. We sometimes call
33:52
these cryptocurrencies. That's an underinclusive term. So we've grouped them together under virtual currency.
33:58
But indeed, we have an entry that's going to tell us how to report our filer's interest in radium.
34:06
We have a description of virtual currency. Uh, it's a digital representation of value that functions
34:11
as a medium of exchange. Um, it's essentially currencies like Bitcoin, Bitcoin Cash, Litecoin, and now we know
34:18
also radium. And it has some information about what we're required to report.
34:25
If a filer is holding the virtual currency without mining or staking, the filer must report virtual currency if
34:31
the value of the virtual currency is more than $1,000 at the end of the reporting period. And annual filers must
34:37
also report a virtual currency from which they receive more than a th000 in income during the reporting period. Uh
34:43
so you're sensing a theme here about the threshold for reporting assets on part one of an OGE form450.
34:50
Then we have some information about what filers must provide and we have here filers must provide the name of the
34:55
virtual currency. If held in a wallet or hosted by an exchange or third party platform, they should give us the name
35:01
of the exchange or platform on which it's held. So if our filer holds this virtual
35:08
currency in a wallet, we should go back and ask them if they do so and then include that information if necessary.
35:14
We might also ask if they are involved in um
35:20
um excuse me uh in mining or staking um because there may be some additional
35:25
reporting requirements. But in our case, we've gone back to the filer who has told us that uh the filer
35:33
simple simply holds radium in a poly wallet. Uh so we seem to have a complete
35:38
technical reported uh holding of the virtual currency on the 450.
35:44
Okay. So what uh we can go back to our two questions. Do we have enough information to determine if there's
35:51
going to be a nexus between the filer's duties and responsibilities? And can we say for certain that radium will or
35:57
definitely will not pose a potential conflict of interest? Well, the next place we can go is to our analyzing
36:03
potential conflicts of interest collection and see if we have any entries for virtual currency.
36:10
And I'll confess to have looked earlier and noted that virtual currency is
36:16
listed in our conflicts of interest considerations for assets. So, I'll navigate back to the conflicts
36:22
of interest uh analysis for assets. I'll go to the top of the page and see if I
36:28
can find the virtual currency entry. And indeed, I can. And we have some information. Again, we're going to be
36:34
looking at an analysis under 18 USC section 208. Again, this is the criminal
36:40
conflict of interest rule. And here we're looking for a nexus between the duties and responsibilities of the filer
36:47
and the value of the virtual currency. So here we have a short paragraph that describes to us how we should do that.
36:54
Says virtual currency is an investment asset. Like other property held for investment, it may create a conflict of
37:00
interest under 18 USC section 208. Therefore, an employee who owns virtual currency is prohibited from
37:06
participating personally and substantially in any particular matter that the employee knows would have a
37:12
direct and predictable effect on the value of their virtual currency.
37:17
Seems pretty straightforward. This is a long way to say we're looking for that nexus. Is it possible our filer will be
37:23
asked to participate in government matters that could have a direct and predictable effect on the value of their virtual currency? And in some ways, our
37:30
analysis is even simpler here. We go on to say that virtual currency will not qualify for any regulatory exemptions at
37:37
5CFR part 2640. That means if there's a nexus, we have
37:42
to either ask the employee to sell the virtual currency or create an arrangement where the employee does not
37:49
participate in government matters that would affect the virtual currency through a screening arrangement or recusal memo.
37:56
So in some ways the virtual currency conflicts of interest analysis is more straightforward and less complicated
38:02
than stocks and mutual funds.
38:08
So that brings us to the end of today's presentation and I'd like to conclude by reminding you that we have two pieces of
38:13
information to help us this 450 season. The financial holdings reported on the
38:18
OGE form 450 and the duties and responsibilities of the filer position. We need both of these pieces of
38:24
information to conduct a review. If you don't know what your filers do, um you
38:30
can involve their supervisors in the review process. You can look at their position descriptions. You can meet with
38:35
leaders in their organizations to find out what duties and responsibilities those filers might have. When you have
38:41
that information, you can use the confidential financial disclosure guide and the analyzing potential conflicts of
38:47
interest collection to help you decide if something is technically reported correctly and then to find out how we
38:53
apply the law to that information to determine if there's an actual or possible conflict of interest and also
38:59
to provide us a path forward for looking at potential regulatory exemptions or
39:05
remedies going forward. And again, we're always motivated by our two questions.
39:10
Is there a nexus between the filer's duties and the entries on the form? And do we have enough information to
39:16
determine whether an entry will pose a conflict of interest or that that entry will definitely not pose a conflict of
39:22
interest? So, until we can answer these two questions, we must continue our review and continue to collect
39:28
information until we can satisfy both of those questions.
39:33
I'd like to thank you all very much for joining us today. This is the first in a series of how-tos we're planning to
39:38
offer this 450 season. So, if you have other ideas or things you'd like to see in future how-tos, please continue to
39:45
respond to the survey. I hope you all have a very nice afternoon and a productive and effective OGE450 review
39:51
season. Thanks very much.

