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16 The Commission does not favor the 
granting of waivers from the provision of 
this subsection. 

17 For purposes of this section a money mar-
ket fund is defined as a registered open-end 
fund that complies with § 270.2a–7 of this 
chapter. 

The Commission may, in a particular 
case, approve such employment. 16 

(Pub. L. 98–38) 

[45 FR 36064, May 29, 1980; 45 FR 40975, June 
17, 1980; 48 FR 39216, Aug. 30, 1983; 50 FR 45603, 
Nov. 1, 1985; 73 FR 32226, June 5, 2008] 

§ 200.735–5 Securities transactions. 
(a)(1) This section applies to all 

transactions effected by or on behalf of 
a member or employee. This includes 
transactions for the accounts of other 
persons effected by the member or em-
ployee, directly or indirectly, under a 
power of attorney or otherwise. In ad-
dition, a member or employee is con-
sidered to have sufficient interest in 
the securities transactions of his or her 
spouse or unemancipated minor child 
or other member of his or her imme-
diate household so that transactions 
effected by or on behalf of such persons 
must be reported and are subject to all 
the terms of this section. 

(i) Except, this section shall not 
apply to securities transactions of a le-
gally separated spouse living apart 
from the member or employee, includ-
ing transactions for the benefit of a 
minor child, if the member or em-
ployee has no power to control and 
does not, in fact, advise or control with 
regard to such transactions. If the 
member or employee has knowledge of 
securities held by a separated spouse or 
for the benefit of a minor child, the dis-
qualification provisions of Rule 6, 17 
CFR 200.735–6, and 18 U.S.C. 208 are ap-
plicable. 

(ii) For purposes of this section mem-
ber of his or her immediate household 
means a resident of the member’s or 
employee’s household who is related to 
the employee by blood or marriage or 
who is in the legal care and/or custody 
of the employee by reason of adoption, 
prospective adoption or guardianship. 

(2) Members and employees are pro-
hibited from recommending or sug-
gesting the purchase or sale of securi-
ties: 

(i) Based on non-public information 
gained in the course of employment; or 

(ii) Which a member or employee 
could not purchase because of the re-

strictions of this rule, in any cir-
cumstance in which the member or em-
ployee could reasonably expect to ben-
efit from the recommendation, or to 
anyone over whom the member or em-
ployee has or may have control or sub-
stantial influence. 

(b)(1) No member or employee shall 
effect or cause to be effected any trans-
action in a security except for bona 
fide investment purposes. Therefore, 
all securities purchased by a member 
or employee must be held for a min-
imum of six months. Except, this hold-
ing period is not applicable to 

(i) Securities sold for less than the 
purchase price pursuant to a stop-loss 
order entered at the time of purchase 
and submitted to the Office of Per-
sonnel with the report of purchase; 

(ii) Money market fund shares; 17 
(iii) Securities purchased by a mem-

ber or employee prior to entrance on 
duty with the Commission; 

(iv) Debt securities with an initial 
term of less than six months which are 
held to term; or 

(v) The transferring of funds that 
have been held as shares in a registered 
investment company for a minimum of 
30 days to another registered invest-
ment company within the same family 
of registered investment companies. 
This 30-day holding period does not 
apply to money market fund shares, 
which are exempted from the six- 
month holding period by paragraph 
(b)(1)(ii) of this section. 

(2) For purposes of this provision a 
family means any two or more reg-
istered investment companies which 
share the same investment adviser or 
principal underwriter and hold them-
selves out to investors as related com-
panies for purposes of investment and 
investor services. 

(c) No member or employee shall ef-
fect any purchase or sale of an option, 
future contract, or option on a future 
contract involving a security or group 
of securities. 

(d) No member or employee shall 
(1) Carry securities on margin; 
(2) Borrow funds or securities, with 

or without collateral, for the purpose 

VerDate Mar<15>2010 10:04 Jun 02, 2010 Jkt 220055 PO 00000 Frm 00132 Fmt 8010 Sfmt 8010 Y:\SGML\220055.XXX 220055er
ow

e 
on

 D
S

K
5C

LS
3C

1P
R

O
D

 w
ith

 C
F

R



123 

Securities and Exchange Commission § 200.735–5 

of purchasing or carrying securities 
with the proceeds, unless the prior ap-
proval of the Commission has been se-
cured; or 

(3) Sell a security which he or she 
does not own, or consummate a sale by 
the delivery of a security borrowed by 
or for such member’s or employee’s ac-
count. 

(e)(1) Except as provided in this para-
graph (e) or paragraph (f) below, mem-
bers and employees are prohibited from 
purchasing or selling any security 
which is the subject of a registration 
statement filed under the Security Ex-
change Act of 1934 (15 U.S.C. 78a et 
seq.), the Securities Act of 1933 (15 
U.S.C. 77a et seq.), or a letter of notifi-
cation filed under Regulation A, or any 
security of the same issuer while such 
a registration statement or letter of 
notification is pending or during the 
first 60 days after its effective date. 
This prohibition shall not apply to: 

(i) A security which is the subject of 
a pending registration statement filed 
on Forms S–2, S–3, S–8, F–2, F–3, 8–A, 
or 8–B; or 

(ii) Offerings, except initial public of-
ferings, of shares by an investment 
company, other than a closed-end in-
vestment company, or to offerings by a 
registered separate account (as defined 
in section 1(a)(37) of the Investment 
Company Act of 1940 (15 U.S.C. 80a– 
2(a)(37)) which become effective pursu-
ant to 17 CFR 230.485(b). 

(2) Securities of a unit investment 
trust whose registration statements 
become effective pursuant to 17 CFR 
230.487 may be purchased immediately 
upon effectiveness of the registration 
statement. 

(3) Securities which are registered for 
delayed distribution pursuant to 17 
CFR 230.415 may be purchased 60 days 
after the registration becomes effec-
tive. The subsequent filing of a pricing 
amendment or sticker does not revive 
the prohibition on purchase. 

(f) A member or employee may sell a 
security which is referred to in para-
graph (e) of this section only if: 

(1) The member or employee certifies 
that he or she has no information 
which is not publicly available con-
cerning or relating to the issuer; and 

(2) The employee’s Division Director, 
Office Head or Regional Director cer-

tifies that the employee has not par-
ticipated in the registration proc-
essing. Members, Division Directors, 
Office Heads, and Regional Directors 
are required to submit such certifi-
cation on their own behalf to the Di-
rector of the Office of Personnel. 

(g) No member or employee shall pur-
chase any security which to his or her 
knowledge is involved in any pending 
investigation by the Commission, or in 
any proceeding before the Commission, 
or to which the Commission is a party. 

(h) No member or employee shall pur-
chase any security of any company 
which is in a receivership or bank-
ruptcy proceeding in which the Com-
mission has filed a notice of appear-
ance. 

(i) No member or employee shall pur-
chase securities of: 

(1) Any holding company registered 
under section 5 of the Public Utility 
Holding Company Act of 1935 (15 U.S.C. 
79e), or any subsidiary thereof, or 

(2) Any company, if its status under 
such Act, or the applicability of any 
provision of the Act to it, is known by 
the employee to be under consider-
ation. 

(j) The restrictions imposed in para-
graphs (e), (g), (h), and (i) of this sec-
tion do not apply; 

(1) To the exercise of a privilege to 
convert or exchange securities; 

(2) To the exercise of rights accruing 
unconditionally by virtue of ownership 
of other securities (as distinguished 
from a contingent right to acquire se-
curities not subscribed for by others); 

(3) To the acquisition and exercise of 
rights in order to round out fractional 
shares; 

(4) To the acceptance of stock divi-
dends on securities already owned; to 
the reinvestment, under a reinvest-
ment program, of cash dividends on a 
security already owned; or the partici-
pation in a periodic investment plan 
for the purchase of a security when the 
original purchase was consistent with 
the provisions of this rule; or 

(5) Investments in funds established 
pursuant to the Federal Employees Re-
tirement System. 

(k) Members and employees holding a 
Senior Executive Service position in 
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the Division of Investment Manage-
ment or the Office of Compliance In-
spections and Examinations may make 
discretionary investments in any in-
vestment company registered under 
the Investment Company Act of 1940, 15 
U.S.C. 80a et seq., provided that the reg-
istered investment company is diversi-
fied pursuant to section 5(b)(1) of the 
Investment Company Act of 1940, 15 
U.S.C. 80a–5(b)(1). The Directors of the 
Division of Investment Management 
and the Office of Compliance Inspec-
tions and Examinations, in consulta-
tion with the Office of the General 
Counsel, shall determine in writing 
whether Senior Executive Service posi-
tions in their respective Division or Of-
fice whose duties do not include fund 
matters also may invest in non-
diversified registered investment com-
panies. 

(l) No member or employee shall 
have a beneficial interest in any 
broker, dealer or investment adviser 
through ownership of securities or oth-
erwise. However, if a corporation ac-
quires or establishes a subsidiary or af-
filiate subject to regulation by the 
Commission (regulated entity), 

(1) A member or employee may retain 
his or her existing holdings in the cor-
poration, provided the security was 
originally acquired in compliance with 
the provisions of this rule or prior to 
entry on duty with the Commission. 

(2) Purchases of the corporation’s 
shares will be permitted so long as the 
regulated entity subsidiary or affiliate 
provides less than 10% of the corpora-
tion’s gross revenue. Except for rein-
vestment of cash dividends, additional 
purchases are prohibited when the reg-
ulated entity provides 10% or more of 
the corporation’s gross revenues. 

(3) A member or employee who owns 
shares in a corporation with a regu-
lated entity subsidiary or affiliate is 
disqualified from participating in any 
matter including rulemaking which af-
fects the regulated entity unless the 
disqualification is waived in accord-
ance with the provisions of Rule 6, of 
this section, 17 CFR 200.735–6, and 18 
U.S.C. 208(b). 

(m)(1) Annually, in accordance with 
the procedures adopted by the Director 
of Personnel, every member and em-
ployee shall furnish the Director of 

Personnel with a complete list of all 
securities in which he or she has an in-
terest. Employees having no interests 
in securities and required to so state. 

(2) Except as provided in paragraphs 
(m)(3) and (m)(4) of this section, mem-
bers and employees shall report every 
acquisition or sale of any security 
within five business days of the trans-
action date or date confirmation is re-
ceived. (Reports submitted by employ-
ees in field offices must be placed in 
the mails within five business days of 
the transaction date or date the con-
firmation is received for each trans-
action.) 

(3) Members and employees shall re-
port only the initial purchase and final 
sale of shares in a money market fund. 

(4) Changes in holdings, other than 
by purchase, which do not affect dis-
qualification, such as those resulting 
from the automatic reinvestment of 
dividends, stock splits, stock dividends 
or reclassifications, may be reported on 
the annual statement rather than when 
notification of the transaction is re-
ceived. But, the acquisition of holdings 
by, for example, gifts, inheritance or 
spin-offs, which may result in addi-
tional disqualifications pursuant to 
Rule 6 of this section, 17 CFR 200.735–6, 
and 18 U.S.C. 208 shall be reported 
within five days of the receipt of the 
notice of the change in holdings. 

(n) At the time of taking the oath of 
office, or prior thereto if requested by 
the Director of Personnel, a new mem-
ber or employee shall provide to the Of-
fice of Personnel, as requested, infor-
mation relating to— 

(1) Securities owned by or held for 
the benefit of him or her, or his or her 
spouse or unemancipated minor child, 
or a member of his or her immediate 
household, or by any trust or estate of 
which he or she is a trustee or other fi-
duciary or beneficiary, or by any per-
son for whom he or she effects trans-
actions under a power of attorney or 
otherwise; 

(2) Accounts with securities firms; 
(3) Close relatives (i.e., children, par-

ents, grandparents, siblings, aunts, un-
cles, or like relations of a spouse), who 
are partners or officers of securities 
firms, investment advisers, or reg-
istered public utility holding compa-
nies or their affiliates; 
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(4) The holding of office in or being a 
director of any company which has 
public security holders; and 

(5) Such other information as may be 
required by the Director of Personnel. 
Employees are required to advise the 
Office of Personnel of changes in the 
foregoing information within ten busi-
ness days of the time the new informa-
tion is learned. 

(o) Paragraphs (b), (m), and (n) of 
this section do not apply to personal 
notes, individual real estate mort-
gages, securities issued by the U.S. 
Government or its agencies, and securi-
ties issued by building and loan asso-
ciations or cooperatives. 

(p) Any member or employee who is a 
trustee or other fiduciary or a bene-
ficiary of a trust or estate holding se-
curities not exempted by paragraph (o) 
of this section, shall report the exist-
ence and nature of such trust or estate 
to the Director of Personnel. The 
transactions of such trust or estate, 
which is not a qualified blind trust, 
shall be subject to all the provisions of 
this section except if the member or 
employee did not create the trust, is 
solely a beneficiary, has no power to 
control, and does not in fact control or 
advise with respect to the investments 
of the trust or estate, unless the Com-
mission shall otherwise direct in view 
of the circumstances of the particular 
case. 

(q) The Director of Personnel, or his 
designee, is authorized to require the 
disposition of securities acquired as a 
result of a violation of the provisions 
of this section, whether unintentional 
or not. Repeated violations shall be re-
ported to the Commission for appro-
priate action. 

(r) Any member or employee who be-
lieves that the application of any of 
the provisions of this rule will result in 
undue hardship in a particular case 
may make a written application to the 
Commission (through the Director of 
Personnel) setting out, in detail, the 
reasons for that belief and requesting a 
waiver. However, as a matter of policy 
the Commission favors a strict inter-
pretation of the provisions of this rule. 

[53 FR 18553, May 24, 1988, as amended at 59 
FR 43464, Aug. 24, 1994; 60 FR 52626, Oct. 10, 
1995; 69 FR 21058, Apr. 20, 2004; 73 FR 32226, 
June 5, 2008] 

§ 200.735–6 Action in case of personal 
interest. 

Any employee assigned to work on 
any application, filing or matter of a 
company (a) in which he or she or his 
or her spouse or his or her minor 
unemancipated child then owns any se-
curities or has a personal interest, in-
cluding a continuing financial interest 
in a pension or retirement plan, shared 
income, or other arrangement, as a re-
sult of any current or prior employ-
ment or business or professional asso-
ciation; or (b) with which he or she has 
been employed or associated in the 
past 5 years; or (c) which was a client 
of a firm with which he or she had been 
associated, shall immediately advise 
his or her Division Director or other 
Office Head or Regional Director of the 
fact. Division Directors, Office Heads 
and Regional Directors are authorized 
to direct the reporting employee to 
continue with the assignment in ques-
tion where this appears in the interest 
of the Government, taking into ac-
count (1) the prohibitions stated in 
§ 200.735–3(b) (7) and (8); (2) the general 
desirability of avoiding situations that 
require a question of conflict of inter-
est to be resolved; (3) the extent to 
which the employee’s activities will be 
supervised; and (4) the difficulty of as-
signing the matter to some other em-
ployee. Where the employee in ques-
tion is not relieved of the assignment, 
his or her written report concerning 
the nature of his or her interest shall 
be forwarded to the Director of Per-
sonnel with a notation that he or she 
has been directed to continue the as-
signment, together with such expla-
nation, if any, as may seem appro-
priate. In the event that a Division Di-
rector, Office Head or Regional Direc-
tor deems that he or she has, himself 
or herself, such a personal interest in 
an application, filing or matter of a 
company as may raise a question as to 
his or her disinterestedness, he or she 
may delegate his or her responsibility 
with regard thereto to a subordinate, 
but in that event shall submit a brief 
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