PREPARING AN SF 278 -- FREQUENTLY ASKED QUESTIONS

Senior military and civilian employees of the Executive Branch are required by the Ethics in Government Act of 1978 to file public financial disclosure reports (SF 278).  This FAQ is targeted to the general officer/career Senior Executive Service (or equivalent) employee, and does not consider the filing requirements of Presidential appointees and other senior officials.  It also does not address the conflict of interest analysis that should be performed by the Ethics Counselor reviewing the SF 278, though the Ethics Counselor may find it a useful tool for reviewing an SF 278 for completeness and technical accuracy.

Much of the information contained in this FAQ is available from the 12 pages of instructions that accompany the SF 278, though the organization of those instructions may make it difficult to locate the information.  Additionally, I have relied on the SF 278 Reviewer's Guide published by the Office of Government Ethics (which is an extremely valuable tool for the SF 278 reviewer) and my own experience reviewing approximately 75 forms annually for the last four years.

WHY IS FILING REQUIRED
The public financial disclosure requirement was implemented by Congress through the Ethics in Government Act of 1978.  The Office of Government Ethics has issued implementing regulations (5 CFR Part 2634), which provide the following explanation for the public financial disclosure requirement.

(a) Title I of the [Ethics in Government] Act requires that high-level Federal officials disclose publicly their personal financial interests, to ensure confidence in the integrity of the Federal Government by demonstrating that they are able to carry out their duties without compromising the public trust....

(b) Public and confidential financial disclosure serves to prevent conflicts of interest and to identify potential conflicts, by providing for a systematic review of the financial interests of both current and prospective officers and employees.  These reports assist agencies in administering their ethics programs and providing counseling to employees. 

(c) Financial disclosure reports are not net worth statements. Financial disclosure systems seek only the information that the President, Congress, or OGE as the supervising ethics office for the executive branch has deemed relevant to the administration and application of the criminal conflict of interest laws, other statutes on ethical conduct or financial interests, and Executive orders or regulations on standards of ethical conduct.

WHO MUST FILE, AND WHEN

1.     I filed my OGE Form 450 a short time ago, and have just been promoted to SES/General Officer.  Is there a financial disclosure report required for my new position?  Yes.  The Ethics in Government Act requires several categories of senior employees to file a "new entrant" SF 278 within 30 days after appointment to their position.  Among those required to file are general/flag officers, members of the Senior Executive Service, and employees not on the General Schedule whose basic rate of pay exceeds 120% of the minimum rate of pay for GS-15(e.g., Senior Scientists, Senior Logisticians).  As a general rule, the reporting period for a new entrant report is the previous calendar year and the current calendar year up to the date of filing.

2.     I am a scientist (ST) doing research.  My job does not involve contracting or anything that can affect the financial interests of any person or business, so there is no possibility of a conflict of interest.  Am I still required to file the SF 278?  Yes.  The SF 278 filing requirement is not based on job responsibilities.

3.     I have been reassigned from the Director of Contracting at Hill AFB to the Director of a Systems Programming Office at Wright-Patterson AFB.  Am I required to file a new entrant report based on this change of assignment?  No.  You are not a new entrant simply because you have been reassigned.  However, it would be a good policy for you to provide your new supervisor with a copy of your most recent report so that it can be reviewed for potential conflicts of interest.

4.     Now that I file the SF 278 instead of the OGE Form 450, must I still file an annual report in October, as I did for the OGE Form 450?  All SF 278 filers are required to file an annual report.  However, the report is due by May 15 and covers the previous calendar year (except for Schedule C, Part II, and Schedule D, Part I, for which the reporting period includes the current calendar year up to the date of filing).  You should check with your legal office to determine local filing procedures.
5.     I was promoted to SES in November, last year.  Am I required to file an annual report this year?  Annual reports are required when a public filer was in the position requiring a report more than 60 days during the previous calendar year.  Accordingly, you are not required to file an annual report this year.  However, you will be required to file annual reports by May 15 in succeeding years.

6.     I will retire in February, before the annual report is due.  Am I required to file an SF 278 for this year?  In addition to new entrant and annual reports, SF 278 filers are required to submit a "termination" report when they leave the public filer position.  In the Department of Defense, you may file one report, a combined annual and termination report covering the previous calendar year and the current year up to the date of retirement, if you retire before 30 June.  If you retire after 30 June, you must submit an annual report (by May 15) covering the previous calendar year and a separate termination report covering the current calendar year.  (Technically, the reporting period is from the end of your last report to the date of termination.)  Termination reports are due not earlier than 15 days prior to termination and not later than 30 days after termination.

7.     I will be retiring on September 1, and will go on terminal leave July 15.  When is my termination report due?  Because the requirement that you file an SF 278 is based on your rank rather than your specific duty assignment, the filing date for your termination report will be based on the date of retirement, not the date of terminal leave.

8.     Are termination reports only required upon retirement?  A termination report is required when you leave a public filer position, whether through retirement or otherwise.  General officers will almost always end their military careers by retiring, and Senior Executive Service employees usually end their Federal careers by retiring, but that is not the case for everyone.  While this FAQ is targeted to the career employee, it should be recognized that there are large numbers of public filers who are in their positions for only a short period, and never become eligible for retirement.  

WHAT MUST BE REPORTED 
This section is concerned with the type of information that must be reported, and how to report it.  See below for information on the "reporting period" for new entrant, annual, and termination reports.

-- SCHEDULE A (ASSETS AND INCOME)
Schedule A requires reporting of all assets held for the production of income at the end of the reporting period (whether or not income is actually received from those assets) and all income received during the reporting period.  The following questions are concerned with reporting the most common forms of assets and income.  You should check with your Ethics Counselor if there are any questions on how to report assets and income not referenced below (e.g., I do not discuss reporting puts and calls and other forms of stock options).

9.     In general, what assets must be reported in Schedule A?  You should report all assets being held for the production of income which have a fair market value in excess of $1,000 as of the last day of the reporting period (e.g., for annual reports, the reporting period ends on 31 December of the previous calendar year).  You do not have to report assets that are not being held for production of income (e.g., residence, automobiles, furniture).

10.    My child, who is 12 years old, inherited stock from his grandfather.  Am I required to report this stock?  In addition to reporting your own assets, you are required to report the assets and income of your spouse and minor children as if they were your own.  There is a space on the form where you may indicate that the asset belongs to your spouse or minor child.

11.    In general, what income must be reported in Schedule A?  You should report all income in excess of $200 received during the reporting period.  

12.    My spouse is employed by ABC Company, a local business.  Must I report her income?  As with assets, you are required to report the income of your spouse and minor children.  There is an exception, however, which requires you to report the source, but not the amount, of your spouse's earned income.

13.    I own stock in XYZ Corporation.  I purchased the stock a few years ago for $10,000, and as of the end of the reporting period its fair market value is $45,000.  The stock does not pay dividends.  How do I report this?  Congratulations on your wise investment!  For Block A (Assets and Income), you should list the company name and include sufficient information to permit a reviewer to identify the company and conduct a conflict of interest analysis.  For Block B (Valuation of Assets), you should mark the block for $15,001 - $50,000.  Block C is for reporting income received, not income you hope to receive.  An increase in fair market value is not income.  Since you have not received any income from this asset, you should not mark anything for Block C, Type of Income, and should mark None (or less than $201) for Block C, Amount of Income.

14.    In February, I owned QRS Corporation stock with a fair market value of $70,000.  I sold half of if, realizing a capital gain of $8,000.  In May, I received dividends of $450.  On 31 December, the fair market value of my QRS Corporation stock was $45,000.  How do I report this on my annual report?  For Block A (Assets and Income), you should list the company name and include sufficient information to permit a reviewer to identify the company and conduct a conflict of interest analysis.  For Block B (Valuation of Assets), you should mark the block for $15,001 - $50,000.  That you at one time during the year owned stock with a fair market value in excess of $50,000 is not relevant; you are reporting the fair market value as of 31 December.  For Block C, Type of Income, you should mark both dividends and capital gains.  For Block C, Amount of Income, you should mark $201 - $1,000 and put the letter "D" in the block to indicate that this reflects the dividend income, and you should mark $5,001 - $10,000 and put the letters "CG" in the block to indicate that this reflects the capital gain income.

15.    In March, I sold my entire interest in DEF Corporation for $9,500, and realized a capital gain of $600.  How do I report this on my annual report?  You must report the income you received from this asset, even though you do not own it any more.  For Block A (Assets and Income), you should list the company name and include sufficient information to permit a reviewer to identify the company and conduct a conflict of interest analysis.  For Block B (Valuation of Assets), you should mark the block for None (or less than $1,001) because that is the asset value as of 31 December.  For Block C, Type of Income, you should mark capital gain, and for Block C, Amount of Income, you should mark $201 - $1,000.  You do not need to write the letters "CG" to identify the type of income, as you are only reporting one type of income.

16.    I own shares in three different Merrill Dreyfus Fidelity (MDF) Investment Company mutual funds.  The total value is $134,000, and is comprised of $70,000 in the MDF Amazing Growth Fund, $26,000 in the MDF Steady Income Fund, and $38,000 in the MDF Cautious Investor Fund.  I received distributions for each of these funds, which were reinvested in additional fund shares.  How do I report this on my annual report?  There are several issues built into this.

· Even though all the funds are with the same investment company, you must report them separately.  Therefore, it would not be proper to report "Merrill Dreyfus Fidelity funds" with a value range of $100,001 - $250,000.

· Mutual funds pool money from several investors and manage a portfolio of securities.  When you invest in a mutual fund, you have a financial interest not only in the mutual fund but also in the securities owned by the mutual fund.  If the fund meets the definition of and is identified in Block C as an "excepted investment fund," you are not required to identify the underlying assets of the fund.  Fortunately, virtually all mutual funds are excepted investment funds.  However, if the mutual fund is not an excepted investment fund, or if the mutual fund is not reported as an excepted investment fund, you should list the underlying assets of the fund as of December 31.  ("An excepted investment fund is a mutual fund, common trust fund of a bank, pension or deferred compensation plan, or any other investment fund, which is widely held; publicly traded (or available) or widely-diversified; and under circumstances where you neither exercise control over nor have the ability to exercise control over the financial interests held by the fund. A fund is widely diversified when it holds no more than 5% of the value of its portfolio in the securities of any one issuer (other than the U.S. Government) and no more than 20% in any particular economic or geographic sector.")  

· You should list the name of the investment company and the specific name of each fund (e.g., Merrill Dreyfus Fidelity Cautious Investor Fund) in Block A (Assets and Income), and mark the appropriate value range for each fund in Block B (Valuation of Assets).  

· The distributions you receive from the fund are income, even though they are reinvested in the fund.  If you have indicated that the fund is an excepted investment fund, you are not required to identify whether the distributions are for capital gains, dividends, or interest; the identification as an excepted investment fund is sufficient.  Block C, Amount of Income, should be marked to reflect the total distributions received from that fund.

17.    In addition to the mutual funds mentioned, I have a money market account with MDF.  How should that be reported?  Money market accounts are a form of mutual fund, and invest in Government securities, certificates of deposit, and bank or corporate obligations.  They should be reported as excepted investment funds.

18.    My Individual Retirement Account (IRA) is also invested with MDF.  How do I report my IRA?  Not enough information!  Is the IRA invested in individual stocks, mutual funds, certificates of deposit, something else, or some combination of different assets?  You must identify the individual assets held by your IRA, and report the assets separately.  In addition, you should report the income generated by the assets in the IRA, even though the income is reinvested in the IRA and is not taxable until withdrawn.  For example, the interest generated by a certificate of deposit, dividends received from common stock, and distributions from mutual funds are all income from the IRA.  For purposes of SF 278 reporting, IRA income is not the money withdrawn from the IRA.

19.    I own a house, which I rent for less than my mortgage payments.  How do I report this?  You should identify the house as an asset.  You should report the fair market value of the asset, not your equity interest (e.g., if the house was bought for $75,000, has a fair market value of $90,000, and you have a balance of $50,000 on the mortgage, the value of the asset is $90,000 rather than the $40,000 you would pocket if you sold the house).  The income range is the total rental income received without reducing for mortgage, tax, insurance, and other expenses.

20.    My spouse is a teacher in a private school, and earned $33,000 last year.  What do I need to report?  You are required to report the earned income of your spouse.  You should identify the source of the income (i.e., the name of the school) in Block A (Assets and Income).  You may leave Block B (Valuation of Assets) blank, as the income was not derived from an asset.  You should note "salary" in the "Other" section under Block C, Type of Income.  You are not required to report the amount of a spouse's earned income.  (NOTE:  If you have some form of non-Government employment, you are required to report the actual amount of the earned income, not just the income range.)

21.    I own stock in over 25 different companies, and in over 10 mutual funds.  Everything is done through MDF Investment Company, which sends me statements throughout the year.  May I submit the statement in lieu of completing Schedule A?  Broker statements such as those you receive may be submitted provided all the required information is readily ascertainable from the statement.  The statement must reflect your holdings as of the last day of the reporting period (e.g., a statement dated 15 December would not be sufficient for an annual report, because it does not reflect your assets as of 31 December).  For the annual report, the statement must reflect your income throughout the year, including stocks sold during the year and no longer held by you.

-- SCHEDULE B, TRANSACTIONS
You are required to report all transactions (purchase, sale, or exchange) in real property and stocks, bonds, commodity futures, and other securities during the reporting period which exceed $1,000 (NOTE:  Schedule B is not required for new entrant reports).

22.    My spouse is a "day trader" and may have over 1,000 trades during the year.  These trades may reflect assets "owned" for only two or three hours if market conditions are favorable.  Are these transactions reportable?  My advice is to keep good records, because all the transactions (assuming they are over $1,000) are reportable.

23.    My spouse is employed by ABC Company, and participates in an employee stock purchase program.  She purchases $250 in ABC Company stock every month.  How do I report these transactions?  You are not required to report these transactions because the transactions themselves do not exceed $1,000.  If the purchases were $2,500 monthly (or some other periodic purchase), you could report each transaction separately or you could report the transaction as monthly (or whatever the period might be).

24.    I sold stock and realized a capital loss.  Do I need to report the transaction?  Schedule B is for transactions, not just transactions that result in a capital gain.  Selling stock for a loss means that you do not have to report income in Schedule A (assuming you did not have other reportable income, such as dividends, from that stock), but you must still report the transaction in Schedule B.  Similarly, reporting the transaction for stock sold at a profit does not end the reporting requirement, because you must still report the income in Schedule A.

25.    Do I need to report transactions in mutual funds that qualify as excepted investment funds?  You are not required to report the transactions by the fund, but you should report your purchase or sale (redemption) of mutual fund shares in excess of $1,000.

26.    Do I need to report bank deposits or purchases of a certificate of deposit in excess of $1,000?  No.  Transactions in cash accounts are not reportable.  Cash accounts include savings accounts, checking accounts, certificates of deposit, and money market accounts.

-- SCHEDULE B, GIFTS, REIMBURSEMENTS, AND TRAVEL EXPENSES
27.    I went for a job interview last year, and was reimbursed a total of $950 for travel, hotel, and other expenses.  Is this reportable?  Yes.  

28.    My wife went for a job interview last year, and was reimbursed a total of $950 for travel, hotel and other expenses.  Is this reportable?  There are some exceptions to this reporting requirement.  One of the exceptions is for gifts and reimbursements received by your spouse or dependent child totally independent of their relationship to you.  Unless there is some connection between your spouse's job interview and your Government position, the reimbursement of your spouse's job interview expenses is not reportable.

29.    I am an officer in the Fraternity of Filers, and attended the Fraternity's annual meeting.  I attended in a personal capacity, while on leave.  The Fraternity reimbursed me for my travel and living expenses.  Is this reportable?  Yes.

30.    The Fraternity of Filers held a two-day seminar last year.  I attended the seminar of official travel orders, and made a presentation concerning the SF 278 program in my agency.  The Fraternity reimbursed my travel under 31 USC 1353.  Is this reportable?  No.  One of the exceptions to the reporting requirement is for payments given to the Government or received by your agency in connection with official travel. 

-- SCHEDULE C, LIABILITIES
You are required to report liabilities over $10,000.

31.    The current balance on the mortgage for my house is $175,000.  Am I required to report this as a liability?  No.  You do not need to report a mortgage on your personal residence.  You also do not need to report loans secured by an automobile or household furniture or appliances, provided the loan does not exceed the purchase price of the items which secure it.  However, if the mortgage is not on your current residence, but instead is on a house you used to live in and are now renting (or some other rental property), you must report the loan.

32.    I charged my child's college tuition on my credit card, which caused my outstanding balance to exceed $10,000 for a couple of months.  I have since paid the charge, and my balance at the end of the year was only a few hundred dollars.  Is my credit card reportable?  You are generally required to report a liability that exceeded $10,000 at any time during the reporting period.  However, you are required to report a revolving charge account (credit card) only if the outstanding liability exceeds $10,000 at the end of the reporting period.  Therefore, this is not reportable.

33.    My child is a junior in college.  He has student loans that now exceed $10,000.  Am I required to report his loans?  You are required to report the liabilities of you, your spouse, and your dependent child.  The loan is reportable if (1) the child is still your dependent, and (2) the child owes more than $10,000 to any one creditor.  You are not required to report the loan if the child is no longer your dependent, unless you co-signed the loan (a co-signed loan is your obligation, and therefore reportable if it meets the other requirements for reporting).

-- SCHEDULE C, AGREEMENTS OR ARRANGEMENTS
Many SF 278 filers are in Government service for only a short period, and have arrangements to return to their former employers when their Federal service ends.  Career military and civilian employees frequently retire from Federal service and begin other careers, and have arranged their post Government employment before they are actually retired.  Some SF 278 filers have retired from careers in industry or academia, and participate in pension and other retirement plans sponsored by their former employer.  All these agreements and arrangements are reportable.

-- SCHEDULE D, POSITIONS HELD OUTSIDE U.S. GOVERNMENT
This schedule does not generate any frequently asked questions.

-- SCHEDULE D, COMPENSATION IN EXCESS OF $5,000 PAID BY ONE SOURCE
This schedule applies only to new entrant filers, and does not generate any frequently asked questions.

33.    Who do I contact if I have any other questions?  For additional information, you should contact your Ethics Counselor.

Prepared by Mr. Walter Pupko, AFMC LO/JAF, 25 July 2000.

