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§4401.101 General.

In accordance with 5 CFR 2635.105,
the regulations in this part apply to
members and employees of the Securi-
ties and Exchange Commission (‘‘Com-
mission”’) and supplement the Stand-
ards of ethical conduct for employees
of the executive branch contained in 5
CFR part 2635. Members and employees
of the Commission are required to com-
ply with 5 CFR part 2635 and this part.
In addition, they are subject to the Ex-
ecutive branch financial disclosure reg-
ulations, 5 CFR part 2634; the Office of
Personnel Management Employee re-
sponsibilities and conduct regulations
at 5 CFR part 735; and the Commis-
sion’s Canons of ethics and Regulation
concerning conduct of members and
employees and former members and
employees, 17 CFR part 200, subparts C
and M.

§4401.102 Prohibited and restricted fi-
nancial interests and transactions.

(a) Applicability. The requirements of
this section apply to all securities
holdings or transactions effected, di-
rectly or indirectly, by or on behalf of
a member or employee, the member’s
or employee’s spouse, the member’s or
employee’s unemancipated minor
child, or any person for whom the
member or employee serves as legal
guardian. A member or employee is
deemed to have sufficient interest in

the securities holdings and trans-
actions of his or Ther spouse,
unemancipated minor child, or person
for whom the member or employee
serves as legal guardian that such hold-
ings or transactions are subject to all
the terms of this part.

(b) In general. (1) Members and em-
ployees are prohibited from purchasing
or selling any security while in posses-
sion of material nonpublic information
regarding that security. Nonpublic in-
formation has the meaning as provided
in 5 CFR 2635.703(b).

(2) Members and employees are pro-
hibited from recommending or sug-
gesting to any person the purchase or
sale of security:

(i) Based on material nonpublic infor-
mation regarding that security; or

(ii) That the member or employee
could not purchase or sell because of
the restrictions contained in this Rule.

(c) Prohibited and restricted holdings
and transactions. Members and employ-
ees are prohibited from:

(1) Knowingly purchasing or holding
a security or other financial interest in
an entity directly regulated by the
Commission;

(2) Purchasing a security in an initial
public offering (‘‘IPO’’) for seven cal-
endar days after the IPO effective date,
except that this prohibition does not
apply to an IPO of shares in a reg-
istered investment company or other
publicly traded or publicly available
collective investment fund;

(3) Purchasing or otherwise carrying
securities on margin;

(4) Selling securities short as defined
in 17 CFR 242.200(a);

(5) Accepting a loan from, or entering
into any other financial relationship
with, an entity, institution or other
person directly regulated by the Com-
mission if the loan or financial rela-
tionship is governed by terms more fa-
vorable than would be available in like
circumstances to members of the pub-
lic, except as otherwise permitted by 5
CFR part 2635, subpart B (Gifts from
outside sources);

(6) Engaging in transactions involv-
ing financial instruments that are de-
rivatives of securities (that is, the
value of the security depends on or is
derived from, in whole or in part, the
value of another security, or a group,
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