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SUBJECT: Publication of Final Rule Amending 5 C.F. R Part 2640

The Ofice of Governnment Ethics (OGE) today is publishing a
final rule amending the regulations in 5 C. F.R part 2640 that exenpt
certain financial interests as being too renote or inconsequenti al
to affect the integrity of the services of enpl oyees, under 18 U.S. C.
8§ 208(b)(2). See 67 Federal Register 12443-12446.

OGE published a proposed rule on Septenber 6, 2000. See
65 Federal Register 53942. During the subsequent comment period, OGE
recei ved and considered 13 comment letters; OGE s discussion of the
comments, as well as certain technical issues, may be found in the
preanble to the final rule. The final rule does not differ
significantly fromthe proposed rule, except as noted bel ow.

The anmendments make three inportant changes to the regul atory
exenptions in subpart B of part 2640:

First, the final rule establishes a newde mninms exenption for
particular matters affecting the holdings of a sector nmutual fund.
See 5 C.F.R 8§ 2640.201(b)(2). The exenption applies to the
ownership of no nore than $50, 000, by the enployee and anyone el se
whose interests are inputed to the enployee, in all affected sector
funds that concentrate in the same sector. The $50,000 |imt applies
to the value of the person’s interest in the fund as a whole, not to
t he proportionate share of any particul ar underlying holding of the
fund. The | anguage of the proposed rule inadvertently limted the
application of the sector nmutual fund provision to interests of the
enpl oyee, the enployee’ s spouse and the enployee’ s m nor children;
the final rule clarifies that it is OGE s intention that the


http://www.gpo.gov/fdsys/pkg/FR-2002-03-19/pdf/02-6617.pdf
http://www.gpo.gov/fdsys/pkg/FR-2000-09-06/pdf/00-22750.pdf

Desi gnat ed Agency Ethics O fici al
Page 2

exenption apply to interests of the enployee and all others whose
interests are inputed to the enployee under 18 U S.C. § 208(a).

Second, the final rule raises the current $5,000 de ninims
exenption for publicly traded securities to $15,000, with respect to
particular matters involving specific parties. See 5 CFR
8§ 2640.202(a)(2). The definition of *“security,” at 5 CF.R
8§ 2640.102(r), also has been anmended, in order to make clear that
mut ual funds are no | onger covered by this exenption -- or any ot her
exenption for securities, except section 2640.202(e) and (f) -- in
view of the new de mnims exenption expressly for sector funds.

Third, the final rule creates a new $25,000 de mnmnins
exenption, wth respect to particular matters involving specific
parties, where the interest is in publicly traded securities issued
by a non-party. See 5 C.F.R 8§ 2640.202(b). The proposed rul e would
have imted the application of this exenptiontolitigation matters;
however, the final rul e was expanded to cover all types of particul ar
matters invol ving specific parties that m ght have an effect on non-
parties. Li ke the exenption in section 2640.202(a), this new
exenption applies only to securities owed by the enployee and the
enpl oyee’ s spouse and m nor children, and the affected hol di ngs of
all of those individuals nmust be aggregated. The |anguage of this
exenption makes clear that the $25,000 limt includes securities
exenpt under section 2640.202(a).

The new rule will be effective on April 18, 2002, 30 days after
publication in the Federal Register.



