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SUMMARY & BACKGROUND

SUMMARY:

We have performed an audit of a random sampling of 2008 Statements of Financial Interests (“SFI”).  Our audit was based on a sample of 135 randomly selected SFIs, or 5% of the 2,709 required filers as of May 1, 2009.  Our audit procedures were designed to reveal the level of statutory compliance, and were similar in nature to those employed in the audits of client and lobbyist registrants.  

The audit revealed that, among the audit pool, the vast majority of required filers timely filed their forms and fully disclosed those items which formed the basis of review.  The highest occurring examples of errors and/or non-compliance were:
1. Approximately 29.6% of audited forms either failed to answer, or failed to check as not applicable, various questions on the 2008 form.
2. Approximately 15.6% of audited forms failed to adequately disclose the name of the person or entity that provided income to the filer in 2008.
3. Approximately 15.6% of audited forms failed to adequately disclose the name of the person or entity that provided income to the filer’s spouse in 2008.

4. Approximately 5.2% of audited forms failed to adequately disclose the name of securities with a market value over $5,000 owned by the filer in 2008. 
5. Approximately 1.5% of audited forms disclosed personal lease details, and not details of leases with the state in 2008.

Additionally, we found among the 135 SFIs:

1. Eight persons who failed to timely file the form, or 5.9% of the 135 sample size. 

BACKGROUND:

Connecticut General Statutes § 1-83(a)(1) designates that:

All state-wide elected officers, members of the General Assembly, department heads and their deputies, members of the Gaming Policy Board, the executive director of the Division of Special Revenue within the Department of Revenue Services, members or directors of each quasi-public agency, members of the Investment Advisory Council, state marshals and such members of the Executive Department and such employees of quasi-public agencies as the Governor shall require, shall file, under penalty of false statement, a statement of financial interests for the preceding calendar year with the Office of State Ethics on or before May first next in any year in which they hold such a position.  
Per Governor’s order, the designation of such members of the Executive Department and such employees of quasi-public agencies has been delegated by the Governor to agency heads.  In delegating this statutory function to the heads of agencies, Governor Rell has established a standard which requires:

. . . filing of Annual statements of financial Interests by all persons in the Executive Branch and Quasi-Public Agencies who exercise (i) significant policy-making, regulatory or contractual authority; (ii) significant decision-making and/or supervisory responsibility for the review and/or award of State contracts; or (iii) significant decision-making and/or supervisory responsibility over staff that monitor State contracts.

Designation lists are provided to the Office of State Ethics by each executive branch agency and by the quasi-public agencies, acting through their ethics liaisons.  See General Statutes at § 1-101rr.  As of May 1, 2009, there were 2,709 persons who were required to file SFI’s for calendar year 2008.  A list of persons, sorted by agency, is attached hereto as Exhibit A.  The random selection of the audit pool was performed using this group of 2,709.

Per statute, filers are not required to file online, but may file instead on a paper form, available on the agency’s website or at the Office of State Ethics.  In 2009, the Office upgraded and enhanced its online filing system to provide filers with an easy-to-use, more intuitive system.  78.5% of filers filed online as of May 1, 2009.  The selection of the audit pool was done without regard to whether the filings were made on paper or online.
AUDIT OBJECTIVES, SCOPE AND METHODOLOGY

AUDIT OBJECTIVES:

The primary objective of the audit was to ascertain, at a base level, the level of compliance with the disclosures required by Connecticut General Statutes § 1-83.  Particular focus was devoted to facial compliance with the statute, including whether all entries were completed, and internal consistency.  Except where otherwise noted, the audit objectives did not include the substantive analysis of financial disclosures.
SCOPE AND METHODOLOGY:

1. SCOPE:

Review of the audit sample consisted of a facial review of 5% of required filer forms which were randomly selected.  Scope did not include non-required, volunteer filers.  Nor did the selection pool include state marshals, who file a distinct and separate disclosure form pursuant to General Statutes § 1-83(b)(2).
2. METHODOLOGY:

Methodology for examination was developed by the Office of State Ethics prior to the random selection process.  Methodology was developed with reference to audit protocols developed by the Office for lobbyist filings, as well as reference to GAAP, GAAS and protocols of the Auditors of Public Accounts.  The audit methodology included two distinct sets of protocols.  The first protocol included steps to individually analyze each response in order to determine whether an appropriate response was made to the SFI inquiry.  The second set of protocols sought to analyze whether the responses were internally consistent, as well as consistent with other filings.  The audit protocols are attached hereto as Exhibit C.    

RESULTS OF AUDIT AND CONCLUSIONS

The following results and conclusions can be gleaned from the audit.  First, the percentage of forms that were filed without errors, even of a technical sort, was relatively high, 52.6%, thus suggesting that a majority of filers were able to understand and adequately comply with instructions.  Second, of the forms for which there were findings, the most common findings were as follows: 
1. Filers who failed to disclose their state income in the section seeking “income” disclosures (15.6% of audited forms).
2. Filers who failed to disclose whether, and, if so,  at what amount, their spouses earned “income” during 2008 (15.6%).

3. Filers who failed to disclose securities valued over $5,000 and, in particular, securities held through mutual funds, retirement accounts (particularly state retirement accounts), etc. (5.2%).

4. Filers who errantly disclosed non-state leases in the “leases” section of the form (1.5%).
In addition, many forms contain sporadic questions that did not have complete and/or adequate responses.  A total of 55 letters were sent to filers whose forms require amendments.
As to filers who failed to disclose their income, the reason may be the filer’s assumption that because the filer is a state employee, his/her state-sourced income is assumed, and therefore not required to be listed.

As to filers who failed to disclose a spouse’s income, the reason may be the filer’s assumption that the SFI is a disclosure of only the filer’s financial interests, and not that of the filer’s spouse.  The same reason would be valid, if the filer disclosed only those securities owned by the filer, and not those securities owned by the filer’s spouse.
As to the SFI forms with questions containing incomplete and/or inadequate responses, the reasons may include: not understanding the question; no clear examples of how to answer or what information to disclose; a rush to complete the form in time; not taking seriously the requirement to file completely and accurately; or answering the “easy” (readily available answers) question first, then not returning to complete the unanswered questions.
This marks the first time that the Office of State Ethics has audited SFIs.  While a number of errors or non-compliant responses were discovered, none rose to the level of negligence or willful non-compliance.  From this random sample, it can fairly be concluded that SFI filers take seriously their responsibility to report their financial interests and strive to provide accurate and complete responses. The audit has been a valuable experience for those whose forms were audited and we wish to express our appreciation to them for participating in the audit.  In addition, the Office of State Ethics gained valuable information that will improve filings in future years.  Next year, the 2009 Statements of Financial Interests forms will be updated by improving the instructions and providing helpful examples.  Finally, the success of this inaugural audit indicates that an annual audit of a random sample of SFIs to ensure compliance is indicated.
Attachments:

Exhibit A List of Required Filers as of May 1, 2009
Exhibit B List of Volunteer Filers as of May 1, 2009
Exhibit C Audit Protocol
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� In addition, the Office of State Ethics receives SFIs from a number of state employees and public officials who are not required by statute to file.  See Exhibit B.  These individuals were not part of the audit pool.
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